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The fashion industry is changing fast. 

Digitalisation is driving the need to 

transform and rethink faster and faster. 

Consumer behaviour is changing,  

customers’ expectations are increasing 

and the competitive landscape is being 

redrawn. This is presenting many chal-

lenges, but we believe we are well posi-

tioned to adjust to the new dynamics 

and take advantage of the opportunities 

in front of us.

Part of this opportunity is to do with 

the size of the market. While the H&M group is a big player, our total 

market share is still relatively small. It is also a growing market. So, 

while the H&M group has come a long way, we are looking forward to 

going a lot further.

Our performance during 2017 was mixed, with progress in some 

areas but also difficulties in others. In 2017 we delivered growth of 

3 percent in local currencies in sales including VAT, which was clearly 

below our expectations. In Swedish kronor, sales increased by 4 per-

cent to SEK 232 billion. Sales online and for our newer brands devel-

oped well, including our latest brand ARKET that we launched in 

August. On the other hand, sales in many of our physical H&M stores 

were weak, particularly in mature markets where customers’ new 

shopping behaviour can be clearly seen in the form of declining traffic 

to stores and increased online shopping. Sales development was also 

affected by imbalance in parts of the H&M brand’s assortment compo-

sition, particularly in the latter part of the year.

Although our sales growth was disappointing, it needs to be seen 

in a wider context including the whole transformation that the indus-

try is going through. We are a company with many strengths and 

assets, including our brands, which work globally, and our long-term 

view. I would also like to highlight our sustainability work, where we 

raised our ambitions further in 2017 – including our new goal to be 

climate-positive throughout the value chain by 2040.

Our most important strength and asset is our engaged employees 

and our unique company culture, and I would like to take this oppor-

tunity to thank all my colleagues throughout the H&M group around 

the world for their fantastic engagement during the year. We have 

great teams in all our markets who meet customers every day and are 

always working to give customers the best value for money.

We can see that there are things that we need to improve, however, 

and therefore we need to accelerate our transformation even more.

We have three main action areas: restlessly develop our brands, 

accelerate key enablers and drive new growth. 

RESTLESSLY DEVELOP OUR BRANDS

We must always have the best product assortment in terms of the 

right mix, design, value for money and sustainability. The best cus-

tomer offering always wins.

New consumer behaviour is changing the role of the stores. Our 

physical stores must offer a more inspiring and convenient customer 

experience, and be more customised to local needs. To meet custom-

ers’ increased expectations, we are testing among other things new 

store concepts for H&M, and we are also adding new services to 

enhance the customer experience.

The digital store is continually developing. The online offering 

needs to be constantly improved and broadened to ensure an engag-

ing customer experience and to maximise sales. The mobile is central 

for searching, discovering and shopping fashion, as well as for sharing 

inspiration. Starting from customers’ needs, we are offering new digi-

tal features – everything from image recognition and personalised 

product feeds to fashion shopping via social media.

We are integrating our physical and digital stores to offer our custom-

ers a great shopping experience. The stores’ proximity to the customers 

will be beneficial for meeting demand for fast, flexible service. Among 

other things, we offer services such as click-and-collect, scan-and-buy 

and online returns in store, and we are using mobiles to provide 

increased service in stores.

ACCELERATE KEY ENABLERS

The efficiency of our supply chain has always been one of our 

strengths, but it must better mirror our customers’ fast-changing 

behaviour and needs. We are therefore investing further to become 

even faster, more flexible and more efficient.

We will invest even more in advanced analytics and AI. We see 
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Accelerating our 
transformation to 

meet customers’ new 
expectations

Fashion retail is in rapid change. To succeed when digitalisation is changing 

customer behaviour and the competitive landscape is being redrawn requires 

speed, innovation and continued transformation. We are now accelerating our 

transformation to seize the opportunities offered by a large and growing market.
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huge potential across the board here – in everything from assortment 

planning to supply chain and sales.

We will continue to invest in our tech foundation. Thanks to the 

investments we have made in scalable and stable platforms, we can now 

accelerate the development of customer-facing technologies and digital 

experiences. Our strategy for this is to use technical structures such 

as the cloud, APIs and microservices. We are also expanding our use 

of technical solutions such as RFID and 3D. In 2018 and over the next 

few years we will be rolling out RFID on a large scale, for example.

NEW GROWTH

We are accelerating our digital expansion. We will be broadening our 

assortments, rolling out digital to new markets and linking to exter-

nal platforms to make our brands even more accessible.

H&M’s online store is today in 44 markets and will open in further 

markets in 2018, including in India. In the longer term the plan is to 

roll out the online store to all our markets and additional markets too.

In spring 2018 we will expand our collaboration with Alibaba 

when both H&M and H&M Home launch on Tmall in China, where 

our brand Monki is already trading. We are also in discussions with 

Alibaba concerning the launch of our other brands on Tmall too.

We are also continuing to open new stores because we can see that 

there is still great growth potential for physical stores in many regions 

and countries, for example in Asia and Latin America. For the H&M 

brand, we are focusing mainly on emerging markets. In parallel, there is 

a need to review and close stores in established markets in other parts 

of the world. Consequently, we are continually optimising and refining 

our physical store network to ensure that both it and our other channels 

are adapted to customers’ needs in each individual market. For 2018 

we are planning to open around 390 stores in total and to close 170, 

making a net total of 220 new stores for the H&M group during the year. 

An important part of the H&M group’s growth strategy is to 

develop new brands for new customer needs and new segments. Our 

new brands benefit from the group’s economies of scale and infra-

structure, enabling them to grow successfully – and we can already 

see several examples of this, such as COS, & Other Stories and Monki. 

Today we have eight brands, all of which are scalable, and we will 

soon be launching our ninth, Afound.

AFOUND – A NEW MARKETPLACE

Afound will be an innovative off-price marketplace offering a carefully 

selected, broad and diverse range of attractively discounted products 

from well-known popular fashion and lifestyle brands, both external 

brands and the H&M group’s own. To offer a new and engaging shop-

ping experience there will be a strong focus on inspiring styling and 

presentation. We see great potential for Afound, which will open in 

2018 starting in Sweden. The first store will open in Stockholm, 

in parallel with the launch of the digital marketplace in Sweden.

Alongside this, we are always working on new ideas and innova-

tions that will take us further and that we look forward to telling you 

more about in 2018 and beyond.

LOOKING AHEAD

All in all, we feel 2017 was a year where we took more steps forward 

and did more groundwork for the future, but we also made some mis-

takes that slowed us down. Looking ahead, we can see the industry 

changes are challenging everyone and this will continue in 2018.

The growth target of the H&M group to increase sales in local cur-

rencies by 10–15 percent per year with continued high profitability is a 

long-term target. In view of our transformation work to face the major 

shift in the industry, however, we do not expect to reach the growth 

target in the current financial year.

We have the long-term view and the experience needed to be able 

to navigate our way through these turbulent times, and we have the 

skills and the resources needed to seize the new opportunities that 

these rapid developments are bringing. Through our long-term 

investments, we have built a solid platform for many years of contin-

ued growth. 

ARKET.

ERDEM x H&M.


