A Brief History of Online Retail
Online commerce has permanently transformed the retail sector and the way
consumers and businesses shop for everything—from books to office supplies, to
shoes and furniture. But how did it all begin?
The origins of online commerce pre-date the internet age. Indeed, the first
predecessor of online commerce was the mail-order catalog. In the 1970s, protocols
such as Electronic Data Interchange (EDI) and Electronic Funds Transfer (EFT) were
created, providing the infrastructure needed to support electronic transactions.
In 1979, the British inventor Michael Aldrich2 was credited with being the official
“inventor of ecommerce.” Aldrich connected a television and a telephone line and
invented “teleshopping” or shopping at a distance. Meanwhile in the United States,
infomercials (paid television advertisements) gained popularity, paving the way for the
first cable home shopping channels. Finally, the internet came along and changed the
way we shop forever.
Here’s a brief timeline highlighting some of the historical milestones that
cleared the path for modern day e-retail commerce:

History of Online Retail
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Online Retail Value Proposition
A number of key benefits serve as the driving forces behind the growth of ecommerce.
These benefits have proven to be valuable for businesses, consumers and society as a
whole.

Business

Consumer

Society

Lower costs associated
with not having a physical
presence

Enhanced product
selection

Less traffic and crowds

Automated inventory
management

No geographic
sourcing boundaries

Price competition and
democratization of
selection

Customer analytics

Competitive pricing,
virtual auctions

Expanded access to
rural areas

Unlimited geographic
presence

Convenience of shopping
from home/office/ mobile
device 24/7/365

Shopping and delivery
access for housebound
consumers

Open for business
24/7/365

Time savings for
consumers, one-stop
shopping

Facilitated delivery of public
services, such as education
and health care

Reduced advertising
and marketing costs

Customer reviews and
social input

Global in scope

Scalability, fewer employees

Delivery options

Eco-friendly

Source: EQM Indexes
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Growing Global Opportunity
Given the superior benefits online and virtual commerce provide, it is no wonder that this
channel has grown at a superior pace than traditional retail. U.S. ecommerce sales now
represent 14.0% of total retail sales, after declining slightly from its pandemic lockdown peak
in the second quarter of 2020.5

Source: U.S. Department of Commerce Quarterly Retail Ecommerce Sales, 4th Quarter 2020, reported 2/19/2021.

Globally, ecommerce is also growing at a rapid pace, with year-over-year percentage growth of
27.6% in 2020, with sales approaching $4.3 trillion in 2020, up from $3.3 trillion in 2019,
according to eMarketer. By 2022, it is forecasted that ecommerce’s percentage of total retail
sales worldwide will surpass the 20% mark. 6
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While U.S. online retail sales comprise only 14% of total retail sales7, other large ecommerce
markets such as the United Kingdom and China have a much higher proportion of online-tototal retail sales. In addition to the U.S. market, here are some of the other top global markets
for ecommerce:
China – China is the world’s biggest ecommerce market led by companies such as
Alibaba Group and JD.com and sites such as Taobao, TMall and others, with retail
ecommerce sales penetration of 44.8% in 2020.8 With an annual growth rate last year of
27.5%, China’s ecommerce market is also one of the fastest growing. In 2020, driven by
popular sales events like Alibaba’s Singles Day, the world’s largest 24-hour shopping
event which generated $115 billion in record sales alone9, China’s ecommerce sales
totaled almost $2.3 trillion.
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United Kingdom – Despite its small size, the United Kingdom is a big player in the area of
ecommerce, securing third position with $180 billion in annual sales. Amazon UK, eBay
UK, Asos, Currys PC World, Gumtree, Argos and John Lewis are some the U.K.’s biggest
ecommerce sites10. Moreover, the country has one of the highest ecommerce sales
percentages at 30.9% of total retail sales in 2020.
Japan – The fourth largest ecommerce player in the world, Japan is the leading mobile
commerce (m-commerce) player. Rakuten, Mercari, and Yahoo! Japan are some of
Japan’s leading ecommerce platforms. Annual online sales are $141 billion, and it ranks
among the fastest-growing globally, boosted by a developed economy, highly urbanized
population, 93% internet penetration and single-language culture. Japan’s ecommerce
businesses also benefit from the small country size and excellent infrastructure, allowing
for rapid delivery.11
Germany – Germany is Europe’s second largest ecommerce market with $97 billion in
sales in 2020, behind the United Kingdom. Amazon has a good foothold in the German
market, similar to the U.K. market. eBay also has a large presence in Germany.

Source: eMarketer, December 2020

10

Top 10 Ecommerce Sites in the UK, 2019, https://ecommerceguide.com/top/top-10-ecommerce-sites-in-the-uk/
Gillani, Amyn, Japan: An Overlooked E-Commerce Opportunity, April 6, 2020,
https://www.entrepreneur.com/article/348787
11

Ecommerce has emerged as a global shopping phenomenon. From Cyber
Monday to Singles Day, here are some of the year’s busiest online shopping
days around the world.

Sources: Bloomreach, Statista, RedSeer, Alibaba, Adobe Analytics, SimilarWeb

Expanding Internet and Mobile Penetration
Mobile commerce sales reached $2.8 trillion in 2020, an increase of 32% over the $2.1 trillion
registered in 2019.12

Source: eMarketer, December 2020

Bigger screens, engaging mobile shopping applications and secure payment options have
helped encourage mobile commerce growth. Mobile has exploded as a shopping
channel, not just from a traffic standpoint, but in terms of sales and dollar growth. Mobile
commerce is expected to account for more than half of ecommerce by the end of 2021.13
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More than 63.2% of the world now has access to the internet14 and the opportunity set has
rapidly expanded with broad availability worldwide, thanks to smart mobile devices
allowing consumers to shop online anywhere, anytime.
The growth of mobile ecommerce in China, now $873.3 billion in market size, is a prime
example of mobile commerce’s potential.15 China’s more than 1 billion WeChat users can
make purchases on their smartphones using WeChat Pay without leaving the messaging
and social commerce platform. More than 18% of these mini-program sites are devoted to
ecommerce.16 China generated $268 billion in social commerce sales in 2020.17
Brands, retailers and ecommerce can design a customer-user interface with pictures,
videos and GIFs to increase user engagement. These mini-program stores provide access
to customer data and promote organic sharing, reducing new customer acquisition costs.
For example, China e-retailer Pinduoduo utilizes group-buying promotions to encourage
sharing among customers.

Technological Innovation
While mobile penetration is a big driver of current online retail growth, future technological
innovations such as seamless and secure methods of electronic payment, voice-assisted
shopping, virtual and augmented reality and artificial intelligence will take the online
shopping experience to the next level and further drive market expansion.
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+ Electronic Payments
Many consider the Uber and Lyft models as the proverbial “gold standard” for invisible
payment that digital commerce players want to replicate. In the future, payment will be
something that just happens seamlessly in the background without much thought or input
from the consumer. As a nation of smartphone users, China has quickly adopted digitalwallet brands such as Alibaba’s Alipay and Tencent’s WeChat Pay, which are now used to
pay for the majority of their ecommerce purchases.

+ Voice-Assisted Shopping
Thus far in 2020, 50% of all searches in the United States have been voice searches and
voice shopping is estimated to reach $40 billion in the United States by 2022, with almost
75% of households owning a smart speaker by 2025.18 Almost two-thirds of voice-enabled
speaker owners such as the Amazon Echo and Google Home devices, already have
purchased items via voice commerce.19 But these devices also have “push” capabilities,
making recommendations based on past purchases or customer data.

+ Virtual and Augmented Reality
Virtual and augmented reality is another promising growth driver as online shopping aims
to marry the “real-life” shopping experience with the convenience of ecommerce on mobile
devices. Already, consumers can use their smartphones to visualize product purchases
like furniture in their home.

+ Artificial Intelligence
Accounting for an impressive 35% of its overall sales revenue, artificial intelligence (AI)
product upselling and cross-selling on Amazon’s ecommerce platform, is a major success
story. AI is also being used in ecommerce for providing chatbot customer service,
analyzing customer comments, and personalized shopping services. Research firm
Gartner predicts that 80% of all online customer interactions will be managed by AI
technologies by year-end 2020.20
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Investment Case
Despite the recent acceleration of online commerce spurred by the global pandemic, online
retail still makes up a relatively small part of total retail sales at 14%, per the latest statistics
for 2020. However, nearly all growth in retail sales came from online sales, which was up
32.1% year-over-year through December 31, 2020, versus a gain of 6.9% for total retail
sales.21
Research firm eMarketer forecasts that global retail ecommerce sales will grow 17.1% in
2021, generating $4.9 trillion in ecommerce sales. Latin America was the fastest growing
ecommerce market in 2020, as the pandemic had a profound impact on Latin America’s retail
industry. Mandated stay-at-home orders in several countries like Brazil and Argentina forced
retailers to close physical stores.
Ecommerce sales in Argentina grew 79% in 2020, followed by 71% in Singapore and 36% in
Spain.

Source: eMarketer, Dec 2, 2020
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Explicit exposure to ecommerce retail may provide investors with access to superior growth
characteristics than traditional brick-and-mortar retail holdings. A universe of global online
retail stocks, as represented by the EQM Online Retail Index, exhibits better long-term
earnings growth estimates than traditional retail indices.
Growth Characteristic

EQM Online Retail

S&P Select Retail

Index

Index

Bloomberg World
Retail Index

36.2%

24.2%

13.3%

Bloomberg Est LTG EPS
Source: Bloomberg Estimates as of 2/15/2021

Over the last five years, the investment performance of the EQM Online Retail Index relative to
traditional retail indexes has also been superior, reflecting this earnings and sales expansion.

Source: Bloomberg, as of 2/15/2021

Online shopping is expected continue growing at a fast clip globally, given the continued
expansion of internet access and mobile penetration, as well as the introduction of new
technological innovations that will further enhance the online shopping experience. Furthermore,
the pandemic has accelerated the pace of growth and consumer adoption of new channels such
as online grocery and e-fitness.

Over the past year, the bifurcation in retail between the brick-and-mortar traditional retailers,
“the bricks” and online retailers, “the clicks,” has been quite pronounced. Retail bankruptcies
have skyrocketed over the last few years, being coined the “retail apocalypse.”22 Starting in 2010
until today, numerous brick-and-mortar retail stores, especially those of large chains worldwide,
have been forced to close.
In 2019, 17 major retailers filed bankruptcy and retailers closed more than 9,500 stores. In 2020,
retailers have faced even tougher challenges as the COVID-19 outbreak caused many retail
establishments to temporarily shutter, keeping customers away, forcing retailers to negotiate with
landlords and suppliers to tackle unforeseen inventory and liquidity issues.

30 U.S. Retailers Filed for Bankruptcy in 2020:
Century 21 (Sept. 10)
Stein Mart (Aug. 12)
Tailored Brands (Aug. 2)
Lord & Taylor (Aug. 2)
Ascena (July 23)
The Paper Store (July 14)
RTW Retailwinds (July 13)
Muji USA (July 10)
Sur La Table (July 8)
Brooks Brothers (July 8)
G‐Star Raw (July 3)
Lucky Brand (July 3)
GNC (June 23)
Tuesday Morning (May 27)
Guitar Center (Nov 21)

Centric Brands (May 18)
J.C. Penney (May 15)
Stage Stores (May 11)
Aldo (May 7)
Neiman Marcus (May 7)
J. Crew (May 4)
Roots USA (April 29)
True Religion (April 13)
Modell's Sporting Goods (March 11)
Art Van Furniture (March 9)
Bluestem Brands (March 9)
Pier 1 (Feb. 17)
SFP Franchise Corp (Jan. 23)
Francesca’s (Dec. 3)
Furniture Factory Outlet (Nov 5)

Source: Retail Dive, February 5, 2021
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In 2017, a Business Insider report dubbed this phenomenon as the “Amazon Effect”, calculating
that Amazon.com was generating more than 50% of the growth in retail sales.23 Amazon’s global
ecommerce sales are expected to reach $416.5 billion in 2020, up 20.2% from 2019, as
consumers rely even more heavily on ecommerce due to COVID-19.24 However, there is recent
evidence that as the pandemic has pushed many more consumers online, they are not all going to
Amazon, to the benefit of other sites.25
The broader theme in play is the transformation from the physical world to the virtual world, a
theme that is not limited to retail and has impacted other sectors and industries. Below are some
of the biggest beneficiaries of this theme:

Source: EQM Indexes

One could argue, as consultant Deloitte does, that the retail apocalypse is really a retail
“renaissance.”26 A renaissance upends many of the ideas and conceptions that have long
governed human behavior, uprooting traditions, institutions and habits of thought. The rapid
growth and expansion of retail ecommerce has led many to proclaim “the mall is dead.”
But we see it differently.
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The renaissance of retail in online shopping offers consumers a wider selection of merchandise,
better prices, and a superior level of convenience. The mall isn’t dead, it has just moved online.

“The mall isn’t dead, it has
just moved online.”
– EQM Indexes

Conclusion
In our view there are many reasons to own a basket of global stocks directly focused on
online retail sales:
o Get explicit investment exposure to the fastest growing global segments of online
commerce: online retail, online marketplace and online travel.
o Participate in the exciting growth potential fueled by the technological innovation driving
the “retail renaissance.”
o Gain access to the online-retail growth opportunities worldwide.

ABOUT EQM INDEXES LLC
EQM Indexes LLC is a woman-owned firm dedicated to creating and supporting innovative indexes that track growth industries and emerging investment themes.
Co-founded by Jane Edmondson, a former Institutional Portfolio Manager with nearly 30 years in the investment industry, our index design expertise spans a
wide range of asset classes and financial instruments.
We partner with issuers and work jointly with other index firms to provide benchmarks for Exchange Traded Products (ETPs) such as Exchange Traded Funds
(ETFs), Exchange Traded Notes (ETNs), and other similar products. EQM Indexes LLC also assists firms on a fee basis to design and implement their index ideas.
EQM Indexes does not offer investment advice, nor offer the sale of securities.

LICENSING INFORMATION
EQM Indexes LLC licenses its indexes to firms involved in the issuance of Exchange Traded Products (ETPs). If you are interested in licensing an index from EQM
Indexes LLC or have an idea for a new index product, contact us at info@eqmindexes.com.

IMPORTANT DISCLOSURES
EQM Indexes, LLC (“EQM Indexes”) is a woman-owned firm dedicated to creating and supporting indexes that track
growth industries and emerging investment themes. Co-founded by Jane Edmondson, a former Institutional
Portfolio Manager with nearly 30 years of investment industry experience, EQM Indexes’ index designs spans a
wide range of asset classes and financial instruments. EQM Indexes does not provide investment advice, nor offer
the sale of securities, but does partner and receive compensation in connection with licensing its indices to third
parties to serve as benchmarks for Exchange Traded Products (“ETPs”) such as Exchange Traded Funds (“ETFs”),
Exchange Traded Notes (“ETNs”), and other similar products. All information provided by EQM Indexes is
impersonal and not tailored to the needs of any person, entity or group of persons.
The EQM Indexes Online Retail Index™ (“IBUYXT” or the “Index”) seeks to track the combined performance of a
basket of global stocks that derive significant revenue from online and virtual retail commerce including the online
retail, online marketplace, and online travel market segments. The index is equal-weighted with a maximum of 25%
of exposure to non-US stocks. American Depository Receipts (“ADR's”) will be utilized for non-US holdings where
available provided they meet liquidity requirements. The Index was developed by and is the exclusive property and
a trademark of EQM Indexes. EQM Indexes makes no express or implied warranties or representations with respect
to the Index.
It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available
through investable instruments based on that index. EQM Indexes does not sponsor, endorse, sell, promote or
manage any investment fund or other investment vehicle that is offered by third parties and that seeks to provide an
investment return based on the performance of any index. EQM Indexes makes no assurance that investment
products based on the Index will accurately track index performance or provide positive investment returns. EQM
Indexes is not an investment advisor, and makes no representation regarding the advisability of investing in any
such investment fund or other investment vehicle. A decision to invest in any such investment fund or other
investment vehicle should not be made in reliance on any of the statements set forth in this article. Prospective
investors are advised to make an investment in any such fund or other vehicle only after carefully considering the
risks associated with investing in such funds, as detailed in an offering memorandum or similar document that is
prepared by or on behalf of the issuer of the investment fund or other vehicle. Inclusion of a security within an index
is not a recommendation by EQM Indexes to buy, sell, or hold such security, nor is it considered to be investment
advice.
The materials presented in this article (“Content”) have been prepared solely for informational purposes based upon
information generally available to the public from sources believed to be reliable. EQM Indexes does not guarantee
the accuracy, completeness, timeliness or availability of the Content. EQM Indexes is not responsible for any errors
or omissions, regardless of the cause, for the results obtained from the use of the Content. THE CONTENT IS
PROVIDED ON AN “AS IS” BASIS. EQM CAPITAL DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE.
EQM Indexes does not assume any obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the visitor when
making investment and other business decisions. EQM Indexes does not act as a fiduciary or an investment advisor.
While EQM Indexes has obtained information from sources believed to be reliable, EQM Indexes does not perform
an audit or undertake any duty of due diligence or independent verification of any information it receives.
Definitions
Ecommerce - commercial transactions conducted electronically on the Internet.
Mobile commerce - M-commerce (mobile commerce) is the buying and selling of goods and services through wireless
handheld devices such as smartphones and tablets.
Augmented Reality (AR) adds digital elements to a live view often by using the camera on a smartphone. Examples
of augmented reality experiences include Snapchat lenses and the game Pokemon Go.
Virtual Reality (VR) implies a complete immersion experience that shuts out the physical world.
Artificial intelligence (AI) - intelligence demonstrated by machines, unlike the natural intelligence displayed by humans
and animals.
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