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We’re experiencing the largest economic disruption since 
WWII—COVID-19. These extraordinary circumstances are 
affecting every industry, from tourism to banking. 



Fashion is one of the industries that’s been particularly hit by the 
pandemic. Although it’s still too early to measure the definite 
effects that coronavirus will have on fashion retail, one thing is 
certain—things won’t be the same.



In this report, we’ll cover the current state of fashion retail affected 
by the coronavirus. Moreover, we’ll suggest some ways to save 
your business and prepare you for the future of clothes shopping, 
highlighting Artificial Intelligence (AI) as one of the most relevant 
technologies.


How AI Can Help Fashion Retailers Thrive 
in the Post-COVID-19 Future
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clothing sales have fallen by 34% [1].

The State of Fashion 2020 - 
Coronavirus Update [2]

Spring. A lovely time of the year when you 
usually clean up your closet, preparing 
summer combinations for the sunny weather 
and thinking of what to buy next.



But, this year, as we’re all staying at home, 
 

Production is going down, retailers are 
closing their physical stores, and the 
demand is crashing. Consumers are focused 
on necessary products they need to survive 
at home, knowing that they won’t be 
traveling much this year. 



McKinsey’s 
 states that about 

80% of publicly listed companies in 
Europe and the US will suffer financially if 
their stores remain closed for two months. 
And, it’s not only offline shopping that’s 
suffering. Online sales are marking a decline 
of 5-20% in Europe, 30-40% in the US, and 
15-25% in China.

What’s the current state? 
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what’s going on in retail [3]: Here’s only part of 

H&M

Uniqlo discounted loungewear items [4].



Adidas

Primark’s [5] 

Browns 70% increase in comfort-wear sales [6].

On April 29,  announced the permanent closing of eight stores in Italy, including the two 
biggest ones in Milan. The Swedish giant is also offering mid-season sales together with 
other brands like Gap.



 is selling 

 stated that its operating profit in Q1 fell short of its forecast by 93%. Now, the brand 
is repurposing unsold products into its 2021 collection, while the rest will be sold at lower 
prices.



dominance is threatened by the situation, making the brand rethink its 
brick-and-mortar-only strategy. 



 is facing a 



The problem is 
the largest in North America [7],

Offline retail is suffering severely as physical 
stores are closing. Many brands are experiencing 
this period as a sequel to the already 
disappointing sales in 2019 Q4. 

 where the US 
has almost 24 retail square feet per person. In 
comparison, Germany has more than two. Many 
brands have promised compensation to 
employees for two weeks of staying at home, 
but this period has extended to much more than 
just two weeks. The country expects many 
requests for unemployment benefits as people 
are losing their jobs.



Online retail isn’t converting enough to cover all 
the losses. Fashion retailers with a focus on 
brick-and-mortar strategies are now rapidly 
going digital, trying to start e-commerce 
offerings and meet consumer needs. However, 
this also isn’t the most secure option, as physical 
distancing, the virus, and even closed 
distribution centers are making the process more 
difficult.

The condition is affecting both offline and online retail.

It somehow looks like the future of fashion retail 
came much earlier than we expected. And now, 
we have to adapt.

The coronavirus pandemic is affecting every aspect 
of our lives, filling us with anxiety and suspense 
about the future. As 75% of shoppers across 
Europe and North America believe that their 
financial situation will be impacted negatively for 
more than two months, we should be getting ready 
for a not-so-great year in fashion. 



Many brands and retailers are offering their new 
collections at discounted prices, trying to get at 
least some income. Without much choice left, 
they’ll have to find more creative ways to repurpose 
their summer collections into their winter offerings. 



This condition has disrupted the way customers 
shop. Now, they use social media more than ever 
and look for consolation in online shopping just like 
they used to do it in shopping malls. Retailers are 
acting quickly, transforming their business models, 
and completely digitizing the way they work. 
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Consumers are in the middle of uncertainty. They have 
to make clever financial decisions that will secure them 
savings for a period of (possibly) lower income. 



Retailers will turn to more intensive advertising. 
Unfortunately, many of them will have to close their 
stores for good as they won’t be generating enough 
income to survive. There will also be many difficulties in 
the supply chain, which are already arising. Many 
warehouses and shipment centers are closing due to the 
lack of income. Normal operations will be disrupted. All 
this leads to delayed shipments and the inability of 
retailers to be as efficient as usual. 



The most difficult period, though, is yet to come. For 
many retailers, the summer holiday season is the period 
when they generate the most sales. Now that 
everything is uncertain, they can’t be sure if the summer 
is going to bring them enough revenue. They’ll have to 
make many risky decisions that might turn out fatal. 



On the other hand, this is the time to act. There are so 
many new opportunities for brands to turn this 
extraordinary situation in their own advantage. Yes, 
closing stores aren’t good news, but now it’s time to 
look for alternative ways to get the products in the 
hands of the customers. 

 50% more likely [8]

Now is the time to uncover your brand’s human side. 
Consumers have never paid more attention to brand 
personality. What they expect now is empathy, 
inspirational gestures that bring back faith in humanity. 


Although it might not have been what they planned, 
brands now have to rethink their marketing strategies 
and reorganize their supply chains. You don’t have 
much time, you have to act now. You also don’t have 
other choices, you must transform. 



And, not only big retailers are transforming the way they 
work. Smaller brands are also shifting to online sales. 
Many of them have presented their new e-commerce 
stores, while others are using Facebook and Instagram 
as sales channels. This is the perfect timing for smaller 
retailers to shine, as users are now  
to try new brands. 





This Is the Time to Act
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Evaluate stocks



Make sure you know what you have and when 
you have it. Expect major changes in 
customer behavior and be ready to answer 
them. Moreover, we’re in the middle of a 
season change, so you’ll have to adapt to that 
too. Have a detailed overview of your 
inventory so you can take immediate action 
when needed, without having to wait for days 
for stock review. This way, you’ll avoid 
problems, like offering out-of-stock 
products.



Assess the order process



Study the estimated quantities of long-term 
demand and make changes based on the 
physical limitations of the supply chain. The 
estimation of the long-term demand should 
be made in cooperation with suppliers and 
production. 

Reduce the prices of underperforming items 



Products that aren’t essential in surviving 
lockdown at home are probably not selling too 
much. This means that many retailers will suffer 
from oversupply, even the most successful 
ones. Looking in the short-term, you shouldn’t 
allow your inventory to hold up funds. It’s 
better to generate at least some income than 
to keep this stock in your warehouse and stay 
cashless. 



The easiest way to do this is to split products 
into three groups and mark each of them 
according to the amount of value it brings to 
your business. Then, add a discount to the 
products from the group that means the least 
to your business. This will bring you more cash 
flow and release space for products that might 
sell more. 



What Short-Term Actions Can Retailers Take to Survive? 
In order to react in real-time, here are some actions retailers can take: 
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Negotiate extended payment deadlines 



As you’ll be trying to cut costs, try asking suppliers to extend 
your payment deadlines. This way, you’ll have more time to 
operate with a certain amount of cash.



Reorganize staff



If you have physical stores, a clever thing to do would be to 
assign them to work with online sales. As your stores will be 
closed, the need for a better online shopping experience will 
increase, and so will the need for people working on it. 



Allow new payment methods



Incorporate more payment methods that will simplify 
payments on your e-commerce store. This way, customers will 
be able to place their orders more efficiently, making 
customer experience much more convenient. 



Prioritize your best customers



As 20% of customers bring 80% of our revenue, this 20% 
should be the first on your list that will get special treatment 
during the COVID crisis. Send them personalized messages 
and special discounts to remind them that you appreciate 
their loyalty. 


Change the marketing approach



This isn’t the time to be aggressive in your marketing 
messages. Instead, you should adjust your copy and visuals to 
the real situation that we’re in. You certainly don’t want to 
encourage people to travel right now. And, all these 
adjustments should still remain in the spirit of your brand. 



Extend returns & exchanges. 



Returning and exchanging items can be very challenging with 
all the physical limitations existing. If you extend them, you’ll 
meet the needs of customers and show them you don’t only 
care about sales, you also care about them being happy with 
what they buy. 


6. What Short-Term Actions Can Retailers Take to Survive? 



The COVID-19 crisis is obviously accelerating the digitization 
process that was expected to last for a few years. What we 
expect this crisis to bring us is more people buying online, 
more people working remotely, and companies that focus on 
cost-efficient production.



The e-commerce industry is the one that will definitely survive 
this crisis. However, after the survival, nothing will be the 
same. That’s why it’s important to bring not only short-term 
decisions, but long-term decisions that will prepare 
e-commerce stores for the following years. People won’t be so 
confident to buy in-store anymore, so online retailers should 
anticipate an increase in demand. 



At the moment, supply chains are broken. This means that 
retailers need to focus on inventory and price modification to 
adapt to these changes. But, these important decisions 
depend on customer behavior and the ability to predict it. 
This means that retailers need data more than ever. 



Artificial Intelligence (AI) will have a significant role in 
companies’ adaptation to the new conditions. Advanced 
algorithms that can detect objects and complete actions that 
humans used to do will become a standard part of companies’ 
operations. 

AI at the Forefront of Transformation
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Valuable insights that drive better business decisions



AI is a technology that can upgrade working conditions and create 
professionals of high demand in today’s labor market. Thanks to 
advanced machine learning algorithms, AI can enable companies to deliver 
personalized offerings to their online customers. Companies that will 
figure out the right combination of AI and human intervention for their 
online offering will be the winners of this contest with high competition. 



Companies that will use AI cleverly will become more flexible, adapting to 
changes in supply chains, cope with unpredictable demand, relocate their 
workforce, and gain more trust with consumers.



AI isn’t just simple data analysis. AI-based tools can process large amounts 
of data in order to detect patterns that represent foundations of complex 
business decisions, recognize photos and human speech, predict consumer 
behavior, and many other actions. The best thing about AI algorithms is that 
they constantly learn from data and improve. 



Thanks to these capabilities, AI can become a fashion retailer’s best friend. 
AI-based tools can reduce costs, increase revenue, and improve 
operations.



The ability to notify retailers about trending events they would otherwise 
miss, this technology allows them to modify product catalogs and adapt 
marketing messages to increase sales volumes. Moreover, AI allows retailers 
to create a better customer experience. The data it collects allows them to 
make real-time personalized recommendations, considering also their 
behavior on multiple devices and other additional options.


8. Valuable insights that drive better business decisions

AI isn’t just simple data analysis. The best 
thing about AI algorithms is that they 
constantly learn from data and improve. 



Putting the accent on sales



Sales are definitely the first business 
aspect suffering from this crisis. 
AI-powered tools can detect profiles of 
customers that are likely to purchase a 
certain product from your e-commerce 
store. In a situation like this, it’s really 
difficult to figure out what customers 
think, and AI can make understanding 
customer behavior much easier. 



Consumers are trying to go digital as 
much as they can. For example, now that 
they can’t go out and eat in restaurants, 
they order delivery. They are also buying 
online clothes more than they used to. 
This means that now, we have large 
amounts of new data that has to be 
processed. AI systems can do exactly 
this. They can take unstructured data 
and find out what consumers like and 
want. 

Aligning demand and supply



There has never been a greater need for 
the alignment of demand and supply.  
As the AI engine is capable of 
processing large amounts of data, it can 
predict the factors that influence 
future demand. This way, companies 
will be able to plan their supply 
accordingly. 



However, the COVID-19 crisis is an 
unpredictable state. As AI processes 
past data to predict future demand, 
companies must make sure that this data 
is precise and representative. 


IMF already announced [9]

Securing cash-flow



Cash-flow is already one of the biggest 
problems small businesses have in a 
situation like this. Using an AI solution 
can forecast cash-flow and help fashion 
retailers prepare for the future. But, 
don’t expect wonders from the AI 
engine if your data isn’t relevant or 
representative. Have in mind that the 

 that we’ve 
entered a recession, so adjust your 
activities accordingly. 


How Can AI Save Fashion Retailers?
Here’s how AI can help fashion retailers adapt to the “new normal” in the long run.
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Advanced technologies like robots 
[10] 

Adjusting the value chain



Previously, optimizing costs often meant 
high-volume production in factories placed in 
low-cost countries. However, trade barriers have 
started to transform this production strategy. The 
COVID-19 crisis is accelerating this trend—making 
retailers rethink their ways of cost optimization. 
This situation is disrupting supply chains, making 
importing and exporting very difficult. That’s why 
fashion retailers have to think in terms of reducing 
risks and preparing for a next potential disruptor. 



AI can help with here too. AI-based algorithms can 
provide significant information that assures 
flexibility in manufacturing and supply chains while 
reducing costs and margin damage. With 
AI-powered software, manufacturers can rely on 
predictive maintenance to optimize costs. This 
makes production in smaller factories that are 
physically closer to customers more cost-effective 
than having enormous factories on the other side 
of the world. 

can reduce the need for workers and save a 
lot of costs, cutting production time. 

Identifying customer behavior patterns



The COVID-19 pandemic is seriously changing 
customer behavior, and therefore, fashion retailers’ 
revenue. People are buying more fresh fruits and 
vegetables, massively increasing their time spent 
on streaming services, and purchasing online 
fitness services. This has, of course, changed the 
way they purchase fashion retail as well. Fashion 
retailers report an increase in the sales of fitness 
and comfortable clothes consumers can wear 
while staying at home. Moreover, entering the 
recession has got everyone saving and cutting 
down spending on luxury goods. 



Fashion retailers now have to identify trends in 
real-time and respond to them accordingly. The 
ability to analyze data from various sources gives 
AI the power to discover new trends and detect 
customer behavior changes. These trends could 
be the rising popularity of loungewear, reduced 
sales of party dresses, or the color that’s going to 
be popular for the following summer season. 



What is more, the data AI analyzes can help 
fashion retailers hyperpersonalize their offerings 
and increase customer engagement and 
conversion rates. These valuable insights can be of 
great significance when you design new products 
that will be completely customer-centric. 
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Once everything is over, we expect the fashion market 
to undergo dramatic changes. We’ll face a long period 
of recovery where fashion retailers will take various 
actions to try to raise spending and demand on the 
level they were at before the recession. 



We also expect the consumer mindset to keep 
changing and evolving towards a more responsible 
direction. Although movements like these started 
before the pandemic, this situation accelerated them. 
Consumers will become more intolerant towards 
companies that operate with business models that 
produce a lot of waste. They will expect more 
sustainable actions from fashion retailers.



Moreover, fashion retailers will have to focus on selling 
pieces that aren’t season-related, as consumers will 
turn more to loungewear. The downturn of wholesale 
is also more and more certain. These are some trends 
that would have probably happened in a few years, but 
the pandemic accelerated their relevance.

The situation we’re facing should be a trigger that 
encourages companies to transform their business 
models. The combination of AI and data is the winning 
formula to get out of this situation with minimal 
consequences. 



Making this transformation means putting AI in the 
center of the business model. This means that AI is at 
the core of the company values, operations, and 
processes. Companies that have already gone 
fully-digital are a real inspiration, using AI at the 
forefront of their strategies. 



Data is also critical. Fashion retailers need to support 
every decision they make with data, for minimized risk 
and costs. An AI engine can be everything modern 
retailers need in order to make smarter decisions. AI 
unlocks the real power of data, giving retailers the 
ability to scale and grow. 



To transform their business models, companies also 
need to upgrade their IT infrastructure. Basic enterprise 
software just won’t do it. They need serious PIM 
(Product Information Management) systems that have 
the ability to turn data into valuable insights. The 
success during this period of transition depends on 
how well you manage changes in your business model. 

What will the future look like? 
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AI is at the core of the company values, operations, 
and processes. Companies that have already gone 
fully-digital are a real inspiration, using AI at the 
forefront of their strategies. 



This is a time for the fashion industry, which 
was generating $2.5 trillion in global annual 
revenues before the COVID-19 emergency 
state, to reset and migrate to more 
sustainable value chains. Transformed 
companies will put more accent on digital 
channels and corporate innovation, as well 
as discounts. They’ll have to get used to 
unstable conditions and prepare for more 
turbulences, as future outbreaks are likely to 
happen.



In times like these, fashion industry players 
have to collaborate. Brands, suppliers, and 
other members of the chain should share 
best practices and tips on how to surpass 
the challenges they are all facing. No one 
will be able to go through this alone. 


Who will survive? 

When the pandemic ends and we reflect back, surviving companies will have: 

made bold and real-time moves to adapt their operations to the situation, without looking for 
new markets and opportunities,



figured out the right combination of AI and human intervention to make their supply chains 
more responsive to the ever-evolving customer demand



focused on more broad values than consumerism,



improved their digital capabilities, and



become more open to innovations. 


12.  What will the future look like? 

Transformed companies will put more 
accent on digital channels and corporate 
innovation, as well as discounts.



who’ve recognized their honest efforts.

These are challenging times for all of us.  


But, if fashion retailers respond in real-time, they can get 
out of the storm with more agile business models and 
loyal customers 
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