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T

he Next board has clearly been paying close attention to the
recent market valuations in the ecommerce sector – and
perhaps even this very column. Just last week, I was looking
at the eye-watering Boohoo.com valuation, which came in
at £560m. At the time, I suggested that one way for bricks-and-mortar
retailers to capitalise on this huge investor appetite for etail would
be to spin off their online platforms to remove the burden of legacy
structures and appeal to the current market – and this is more or less
what Next has announced this week.
Label, a standalone website that will sell brands from the Next
Directory, such as Warehouse, Oasis and Superdry, is aiming to be
“a one-stop shop for fashion and sportswear brands”. Although it
is unclear whether this website will eventually be fully spun-off into
an externally owned business, it is a strong signal that Next knows
where the market is heading and is still leading the high street pack.
This latest move gives Next the chance to attract a different type
of customer – younger, tech-savvy, fast-fashion consumers – and
open a new revenue stream, all while leveraging its existing infrastructure. This is where established high street retailers could
potentially have the upper hand in the battle against ecommerce
companies, since making use of existing resources can drive greater
economies of scale and efficiency through the business.
Label’s launch will also be music to the ears of its brands. Next is
already one of the most visited fashion websites in the UK, and these
popular names are set to benefit from an extra distribution point with
the added power of Next’s customer database and service model.
Next has long held the title as one of the high street’s greatest
innovators. Chief executive Lord Wolfson and his father have built
the business on simple but rock-solid foundations, anchored to the
core business principles of understanding what customers want
and how to sell to them. The Next model is focused on customer
service, flexibility in the way products are delivered and a clean,
crisp pricing strategy. Fundamentally, this is also a company that
is constantly looking outwards, adapting to new developments and
steering the business to match the direction of the retail market.
Next understands that every brand has a limit; it will always speak
to a certain audience and be associated with a particular type of
product. Label is just the latest example of Next looking at its own
brand and understanding how to grow the business beyond these
limitations. It will certainly be worth keeping a close eye on Label. If
the new ecommerce platform is a success, it could turn into a real cash
cow for Next. Selling this etail arm – or listing it at a potential Boohoolevel valuation – would give Next a big cash injection and help the
retailer to continue innovating well into the future.
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The year-on-year decline is likely due to Mother’s Day falling on this week last year.
The year-to-date trend is currently reporting a decline of 0.2%, the first time
this year the trend has fallen into the negative. However, this is still a significant
improvement on 2013, when the year-to-date trend was reporting at -3.7% for the
same week. Ten out of 11 regions are showing a decline in year-on-year footfall,
with London the only region reporting growth, of 1.6%. Four regions are showing
week-on-week improvements, with the Northeast reporting the highest at 5.9%.

HIGH STREET SALES TRACKER

Like-for-like sales figures across the high street
Week ending March 9, 2014
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Clothing

+0.55%
Footwear

Fashion continues to struggle, with a number of retailers failing to capitalise on
the launch of their spring lines and the good weather. Margins for the most part
are looking stronger, with promotional activity still muted comparatively to 2013.
For more information email BDO’s Don Williams at don.williams@bdo.co.uk
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