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Key Takeaways:

339/ of retail executives are currently using Al to analyze
O /forecast demand.

- retail executives lack confidence in their supply
1 In 5 chain’s ability to handle disruptions.

73°/ of retail executives express concern about additional
% O increases in tariffs over the next 12 months.

3 50/ of retail executives say their first response to a new
a O tariff increase would be to adjust product pricing.

Evolving demand, rising tariffs, and rapid advancements in Al are reshaping the
retail landscape. This report analyzes how retail leaders are adapting their
strategies in 2025, drawing on insights from a survey of over 100 retail executives.
From supply chain confidence to technology adoption, the findings offer a look into
the challenges and priorities shaping today’s retail strategy.



Demand Is Shifting—anad
Retailers Are Feeling the Pressure

While 36% of executives say demand has increased, a larger share (39%) report a
decline. With 1 in 10 admitting their forecasting is poor and concerns mounting over
consumer spending and rising costs, retail leaders are navigating a highly complex

demand landscape.

) How has consumer demand changed in the past year?
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Y Top Business Concerns For Retailers This Year

Declining consumer spending ‘vy._34%
Rising costs (labor, tariffs, materials) @3—30%
Maintaining profitability o2 Y GGG 7
Competition/market saturation @%_12%

Supply chain disruption @ 6%

Y Which sales channels are seeing the most growth?

Brand ecommerce site E\._33%
Third-party marketplace @_21%»
In-store retail @_14%
Social commerce ﬁ-12%

As consumer demand shifts, retailers are seeing the strongest growth through
branded ecommerce channels, with 33% reporting increased activity on their own
sites. This suggests that more consumers are seeking direct-to-brand experiences,
while traditional in-store retail and social commerce are capturing a smaller share of
emerging demand.
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Retailers Are Reinforcing
Supply Chains—but Confidence
Remains Mixed

More than 1 in 5 retail executives say they're not confident in their supply chain’s
ability to manage disruptions. To reduce risk, many are cutting inventory levels,
diversifying suppliers, and making infrastructure investments aimed at improving

flexibility and resilience.

o Over 1 in 5 retail executives lack confidence
' in their supply chain’s ability to handle disruptions.

Y What actions are being taken to reduce inventory risk?

Reduced overall inventory levels —26%
Shifted to just-in-time inventory models -12%

Invested in demand forecasting tools -3%
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fs\ 24% of retail executives have made infrastructure
la ¥ 4 changes to strengthen their supply chain resilience.
| S

) Top Merchandise Planning Investment Priorities

More responsive pricing strategy @_20%
Improving speed to market _14%

Demand forecasting tools -6%
Al-driven allocation or replenishment ﬁ]-b%

SKU rationalization [[|[||||‘4%

To reduce inventory risk, retailers are taking tactical steps like cutting inventory
levels and diversifying suppliers—but their long-term focus is shifting toward
smarter merchandise planning. More responsive pricing strategies (20%) and
speed to market (14%) top the list of investment priorities, reflecting a push to
become more agile amid ongoing supply chain uncertainty.
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Tariff Pressures Are
Forcing Retailers to Rethink

With 73% of retail executives expressing concern about rising tariffs over the next

year, many are already weighing how to manage increased costs. From passing
costs onto consumers to renegotiating supplier terms, retailers are navigating
complex decisions in an uncertain economic environment.

73% of retail executives express concern about
3 additional increases in tariffs over the next 12 months.

) How are retailers managing rising tariff costs?

Passing increased costs onto customers (@?_24%
Absorbing costs and reducing margins @}_22%

Negotiating new supplier terms Eﬁf- 17%
Reducing or eliminating affected SKUs [l Y 13%

Shifting production to other countries &E"?‘%

No specific action taken yet @_50%

) How much of a tariff increase could retailers absorb without
raising prices?
43%
34%

14%

8%
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> What would be the first response to a new tariff increase?

Adjust product pricing é-ﬁ_ 35%
Reevaluate supplier locations or sourcing strategy @ - 14%

Cut back on product assortment or categories E!E-‘IZ%
Absorb the cost internally @, 7%

Delay product launches or expansion plans @]4%

Half of retail executives have yet to take specific action in response to rising tariff
costs, but among those who have, the most common strategies include passing
costs to customers (24%) and absorbing them internally (22%). Most retailers say
they could only absorb a 25% tariff increase or less before needing to raise prices,
and 35% say their first response to a new increase would be to adjust product
pricing—highlighting how limited their flexibility truly is.

'« R BREAKlNG

% NEWS

TARIFF INCREASE
_ANNOUNCED

' NEW IMPORT TARIF FS APPROVED

RETAIL INDUSTRY REACTS TO RISING IMPORT COSTS AMID TARIFF HIKE
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Retailers Are
Cautiously Exploring Al—But
Barriers Remain

A third of retail executives are already using Al to forecast demand, and 34%
expect it to play a major role in sustaining or growing profits within the next two
years. While most are maintaining their current tech investments, adoption is still
limited by internal expertise gaps, budget constraints, and uncertainty about ROI.

2 Are retailers utilizing Al to analyze/forecast demand?

46%

Using Al Exploring Al options Not utilizing Al
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# 34% of retail leaders expect Al to play a major role

in sustaining or growing profits within two years.

2 Areas Where Retailers Are Adopting Al and Automation

Marketing and personalization @J:_ 33%
Inventory management —25%
Pricing optimization éﬁ_ 22%
Customer service/chatbots @_ 21%
Demand forecasting _16%

Y Are retail executives increasing, maintaining, or cutting back
on technology investments?
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Increasing
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Y Biggest Barriers to Expanding Al and Automation Adoption

Lack of internal expertise 89_20%
Budget constraints %_19%
Uncertainty about ROI @_13%

Concerns about data privacy or security '-11%

Implementation complexity @-1 0%

Retailers are exploring a range of Al applications, with marketing, inventory
management, and pricing optimization leading the way. Only 16% are currently
using Al for demand forecasting—despite growing recognition of its potential.

What's Ahead for Retail Strategy

Retailers are balancing immediate pressures with long-term priorities—from
managing tariff impacts to cautiously adopting innovative technology such as Al. As
2025 unfolds, building flexibility, improving forecasting, and investing in strategic
planning will be key to staying competitive.

Methodology

7thonline surveyed 105 retail executives about their retail strategy from June 2 - 10,
2025. Of the respondents that disclosed their job title, 53% were C-suite executives,
16% were owners, and 8% were directors.
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About 7thonline

7thonline is the leading cross-channel merchandise demand planning and allocation
solution for retailers and wholesalers—powered by Al. For 25+ years, 7thonline's Al-native
platform has been enabling industry leaders such as Birkenstock, Calvin Klein, Canada
Goose, PVH, and VF Corp to make dynamic, data-driven merchandising decisions and
streamline business processes. Advanced Al is embedded into the platform to accurately
forecast consumer demand and ensure inventory decisions align with customer needs,
maximizing profitability.

7thonline is headquartered in New York City with global offices.

% For more information, please visit WWW,7thOﬂ|ine.COm
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