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By SARAH JONES

Almost half of retail executives expect the U.S. presidential election to have an impact on their business, as promises
of protectionist trade policies are heard from both major party candidates.

A new survey conducted by YouGov for GT Nexus found that as November's polls loom ahead, retailers fear more
difficulties, including higher costs for goods and more delays in getting merchandise. Following nationalist
movements such as the United Kingdom's Brexit movement, the U.S. is  facing a similar shift away from free trade,
creating cause for concern among retailers.

"Some of this stems from a slow economic rebound coming out of the Great Recession," said Bryan Nella, senior
director of corporate communications at GT Nexus. "Many around the globe feel the need for change or that the
current way is not working.

"Whether we're talking about the election or Brexit or any other examples of nationalism, there's a movement to
move past the old, traditional ways of doing things," he said. "This includes political policies. Both candidates
appear to be tapping into that sentiment."

Trading views
Historically, the Republican party has been in support of free trade. The party's candidate Donald Trump has come
out against what he considers unfair trade deals, threatening to implement high tariffs on incoming goods.

Democratic nominee Hillary Clinton, who traditionally was in favor of free trade, is showing a new position against
deals including the North American Free Trade Agreement and the Trans-Pacific Partnership.

Taking an opposing view to Mrs. Clinton, the U.S. Fashion Industry Association has come out in favor of TPP,
supporting what it sees as a possible boon to the industry. While negotiations for the deal with Japan, Mexico,
Canada, New Zealand and others have concluded, each individual country must ratify it.

YouGov's survey of 250 U.S. retail executives found that the candidates' moves toward protectionism are projected to
make retail more challenging, according to the 46 percent who worry about tariffs and other measures.
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Thirty-seven percent of respondents say they expect costs to rise as a result of trade policies, while 19 percent say
they foresee lower margins. One out of five anticipate having issues or delays when importing.

Out of the sample, 13 percent say that changes to trade will likely hurt their international growth plans.

To counterbalance the expected negative impact on trade, 36 percent of retailers plan to raise prices. Another
solution mentioned is getting suppliers to lower their costs, a move favored by 27 percent of respondents.

Other strategies for mitigating the loss from importing include cutting out costs in production or moving production
to a more appealing country.

Not all retailers are worried, with 36 percent saying that protectionism would have no impact on their businesses.
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A shift in trade policy could also come with similar challenges within the supply chain. Forty-four percent are
concerned about higher costs of goods, while 17 percent worry about being able to get the materials they need.

When faced with higher potential costs to ship, 19 percent would look to move production to the U.S., while 16
percent would relocate their manufacturing to a nearby country or one that is less costly. Six percent would begin to
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decentralize their production, establishing factories in markets where goods will be sold.

While executives spoke to their hypothetical plans, 68 percent of them have no existing programs in place to adapt to
new trade regulations. Additionally, 26 percent do not know if they will implement these strategies in their supply
chain.

When looking at possible restructuring of production, 57 percent are unaware of the portion of goods that can be
relocated.

Retailers may not have concrete plans in place, but they do recognize technology's likely role in adapting. Around a
quarter expect digital channels to assist with communication with trade partners, assessing costs and organizing
their inventory.

"Agility and flexibility is a good place to start in the move towards guarding against potential changes to trade laws
and policy," Mr. Nella said. "Being agile in a sense that they can move the supply chain and production of goods out
of harm's way.

"This is where cloud technology can play a role," he said. "Picture a business network with 25,000 companies across
the globe offering various services for global trade and supply chain. The network is connected like LinkedIn, for
example and everyone is aligned and can make updates, but a single instance of data resides in the middle.

"This gives retailers the ability to see across the network and make changes as conditions shift. A supplier lacks
capacity to fill orders next week? Shift materials to another factory.

"A natural disaster shuts off production in Singapore for multiple days? Identify priority customer orders at-risk and
expedite goods from another region in the network. A 25 percent tariff is  being placed on Chinese goods? Shift
production to my supply chain in Vietnam or Bangladesh."

Economic election
The election year is already curbing U.S. spending.

Bain's luxury goods projections for 2016 anticipated that consumers would hold off on high-end purchases until the
election was over. Bain and report partner Altagamma found that in the Americas, luxury growth decreased by 2
percent at current exchange rates (see story).

Beyond retail, this election season is likely to impact pricing.

Home values will end 2016 up 4 percent year-over-year, according to realty experts participating in Zillow's Home
Price Expectations Survey.

The 4 percent number is slightly higher than the 3.7 percent that was predicted at the survey's prior conduction, a
result of a more stabilized U.S. stock market and rebounding oil prices, among other factors. Further into the future,
however, the U.S. president could play a large role in shaping the housing market's future.

Forty-five percent said that a Trump presidency would necessitate adjusting expectations either "very negatively" or
"somewhat negatively," compared to just 16 percent who expressed positivity. With Ms. Clinton, the numbers are
almost reversed, with 16 percent predicting a negative impact and one-third expressing positive expectations (see
story).

"We live in a world where consumers are demanding," Mr. Nella said. "Retailers are challenged to meet excessive
demand with regards to product, quality and delivery. And it's  difficult to pass along higher costs to consumers in
the current environment.

"These will be challenges to contend with if the shift away from free trade continues in the future."

© 2020 Napean LLC.  All rights reserved.

Luxury Daily is published each business day.  Thank you for reading us.  Your feedback is welcome.

https://www.luxurydaily.com/luxury-market-pattern-to-continue-for-foreseeable-future-bain/
https://www.luxurydaily.com/experts-say-clinton-better-than-trump-for-home-value-growth/
mailto:feedback@luxurydaily.com

	Majority of retailers unprepared to counteract post-election trade risks

