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AMAZON NUDGES WALMART

IN LATEST WHOLE PAYCHECK TRACKER

he battle royale for share of

wallet between eCommerce

trailblazer Amazon and ultra-
merchant Walmart rages on, as the
latest PYMNTS Whole Paycheck Tracker
data shows, with Amazon enjoying an
early 2020 lead on the strength of a
stellar Q4 earnings report.

Contrariwise, the Bentonville behemoth
missed analysts’ expectations for Q4
2019, which Walmart CFO Brett Biggs
explained thusly: “The holiday season
... wasn’'t as good as expected due to
lower sales volume and some pressure
related to associate scheduling.” The
Whole Paycheck Tracker provides
context around Biggs’ statements, like
unexpected sluggishness in categories

Introduction

such as gaming, and apparel seasonality
issues contributing to the financials.

Amazon’s growing strength in general
merchandise, from apparel to home
goods, has come at Walmart’s expense
— trendlines that stand out clearly in
the new PYMNTS research. But Walmart
isn’t ceding ground willingly, as CEO
Doug McMillon made clear to analysts.
“We’ve invested a lot to do it, but we'’re
now in a position to play offense in an
omnichannel game,” he said to analysts.
“We've got a strong set of chess pieces
to work with.”

Walmart’s real stronghold continues

to be food and beverage. A wealth of
tables and detailed graphics in the
latest Whole Paycheck Tracker illustrate

the horserace between the retail giants
across numerous product categories,
timeframes and channels.

“The typical American household
spends $65,960 per year, the largest
share of which goes toward retail
spending — 30.8 percent, or a little
over $20,000 a year,” according to the
latest Whole Paycheck Tracker. “Other
leading categories are housing and

utilities, which captures 18.5 percent

of consumer spending, and healthcare
with 16.9 percent. Restaurants, financial
services, personal services, insurance,
telecom and entertainment/recreation
round out the rest of the top consumer
spending categories.”

Amazon has been trying for years to
crack the code on groceries, with the
Whole Foods acquisition a milestone

in a strategy that includes cashierless
stores and other novel retail concepts
geared toward millennials, Gen Yers and
new demographic cohorts.

For its part, Walmart has been pouring
millions into its eCommerce customer
experience in an attempt to blunt

the Amazon effect. Online sales have
increased smartly for hyper-efficient
Walmart, but whether they can best
the “Amazon flywheel” and its feedback
loop of growth remains to be seen. For
students of this epic retail rivalry, the
March Whole Paycheck Tracker from

PYMNTS is an essential resource for
research and insights.
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Battle for the consumer’s whole paycheck W

he earnings are out, the early moves are made and

the race for the consumer’s whole paycheck in 2020 is

officially underway and moving full speed ahead.

Thus far the advantage seems to be
tipping toward Amazon, which got out of
the gate with a stronger than expected

earnings showing, one-day shipping

yielding dividends, 150 million prime

members and series of expansions,
introductions and leaps outward as
it seeks to stake out a larger share of

average American consumers.

Walmart’s start to 2020 has been a

bit bumpier. After eight consecutive
earnings beats, a slower than expected
holiday season caused Walmart’s first

miss on expectations in two years.

“Walmart’s results show it’s a food fight
out there, with Amazon re-accelerating
holiday sales growth,” Evercore Analyst
Greg Melich said on Feb. 18.

Walmart is apparently working hard at
restructuring itself to win, particularly in
regards to how it manages it growing its
eCommerce business — operationally

and logistically.

The firm is also, it seems, interested
in changing the consumer-facing front
end, as news broke late last week
that Walmart will soon be launching

Walmart+ — a membership program
designed to be a direct competitor to
Amazon Prime.

The anecdotal field has been rich in
the first two months of the year, as
both Walmart and Amazon are clearly
committed both consolidating their
current positions on the field while also
finding ways to make inroads into new
ground — or take back ground from
the other. But how does it look by the
numbers?

PYMNTS follows that question monthly
to keep quantitative track of the race
for the consumer’s whole paycheck.
So where are the areas of relative
strength — and where are the rising
battlegrounds?
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AMAZON VS. WALMART, THE OVERVIEW

The typical American household spends
$65,960 per year, the largest share of
which goes toward retail spending —
30.8 percent, or a little over $20,000

a year. Other leading categories are
housing and utilities, which captures
18.5 percent of consumer spending,

and healthcare with 16.9 percent.
Restaurants, financial services, personal
services, insurance, telecom and
entertainment/recreation round out

the rest of the top consumer spending
categories.

Taken as a total, sales on Amazon
constitute 2.3 percent of total consumer
spending, 6.8 percent of total consumer
retail sales as of 2019 and nearly half
(49.4 percent) of all U.S. eCommerce
retail sales.
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Amazon vs. Walmart, the overview Il

All of which represents a massive
growth story for Amazon over the last
half decade, when Amazon’s share

of consumer retail spending was 2.2
percent and its share of total consumer
spending was 0.7 percent. That big
jump in market share is explained by
the massive uptick in sales on Amazon
in the last five years. In 2014, Amazon’s
U.S. gross retail sales were $86 billion.
By the end of last year, that had grown
to $339 billion. During the same time
period, Amazon’s eCommerce retail
sales have grown from $83 billion

to $294 billion. That pencils out to
cumulative annual growth rate for total
sales and eCommerce sales of 31.5
percent and 30.1 percent respectively.

Walmart Share of Total Spending
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Walmart’s story is a bit different. Taken
as a total, Walmart accounted for 2.7
percent of total consumer spending and
8.9 percent of consumer retail spending
and (according to PYMNTS estimates,
as Walmart does not report this data
directly) 4.6 percent of eCommerce
sales.

And while Walmart remains leading
the race — by a nose when it comes
to total spending — its growth has
been markedly flatter than Amazon’s.
Walmart’s gross sales are up — by a
much less steep amount — growing

2018 2019

from $349 billion to $403 billion last
year. eCommerce sales, based on our
estimates, came in around $27.8 billion,
roughly doubling the 14 billion they
brought in in 2017.

And most notably, Walmart’'s market
share is heading in the wrong direction,
despite the fact that its sales are
growing. In 2014 Walmart controlled
roughly 9.1 percent of consumer retail
spending, and 3 percent of total
consumer spend — meaning it’'s not
losing ground quickly, but it is steadily
losing ground every year.

Source: PYMNTS, com

March 2020
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Strengths and weaknesses

STRENGTHS AND WEAKNESSES

While Walmart has lost ground in a lot
of areas (more on that in a second)
food and beverage — more specifically
grocery — has been its fortress,

one that Amazon has found nearly
impregnable thus far. Walmart as of the
start of 2020 has 19 percent of the food
and beverage sales market, a category
that on its own accounts for roughly 8
percent of household retail spending
annually. That is the same market share
it has held since 2014.

And for Walmart, grocery is more than
just a stabilizer for its hold on the
consumer’s whole paycheck, it is also
the power source behind its burgeoning
eCommerce program — as buy online,
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pick up curbside has been, by Walmart
CEO Doug McMillon’s own admission,
the main driver of the retailer’s
eCommerce growth over the last several

years.

“Our strength is being driven by food,
which is good, but we need even more
progress on Walmart.com with general
merchandise,” McMillon noted to
investors during the firm’s last earnings
call.

Amazon, despite its nearly $14 billion
acquisition of Whole Foods Market in
2017, has struggled to move the needle
when it comes to radically upping its
share of the food and beverage market,
having only increased its market share

. Share of Total Food & Beverage
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in the segment from 0.1 percent in 2014
to 1.9 percent in 2019.

But Amazon is nothing if not persistent.
Apart from expanding free Prime
Delivery from Whole Foods locations,
and folding Amazon Fresh into the
standard Prime offering (for those

who live within range), in the last

week Amazon has both opened a

traditional grocery store in LA and a

new cashierless offering in its Seattle

hometown.

A long way of noting, stay tuned, as it
remains to be seen how long grocery
can remain a fortress for Walmart.
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Meanwhile, Amazon’s areas of strength
are growing. According to PYMNTS data,
Amazon now dominates in electronics
and appliances and is just consolidating
its strength, with approximately 21
percent of the market to Walmart’s 5.7
percent. A similar story is emerging in
sporting goods, hobbies, music and
books — where Amazon holds 15.1
percent of the market to Walmart’s 3.9
percent.

And there is, of course, Amazon’s
wholesale eCommerce dominance —
but with 50 percent of that total market
Amazon isn’t so much a problem for
Walmart as it is for everyone who wants
to conduct commerce online.

. Share of Total Sporting Goods, Hobby, Music & Book
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THE BATTLEGROUNDS

The battlegrounds

There are also categories where Amazon
has a lead, but that lead is more
recently taken. As of the start of 2020,
Amazon has finally fully snagged the
advantage in clothing and apparel from
Walmart since the line first crossed in
2017. Amazon now has 9.5 percent of
that vertical to Walmart’s 6.9 percent.
In home furnishings and furniture,
Amazon has 10.5 percent of the market
to Walmart’s 10.1 percent.

And it seems that while the margin is
still slim enough, and Amazon’s lead is
still relatively new, Walmart is not willing
to go down without a fight. McMillion
said last week Walmart intends to push
more aggressively into selling home
goods and clothing.

. Share of Total Furniture & Home Furnishings
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“We’ve invested a lot to do it, but we’re
now in a position to play offense in

an omnichannel game,” McMillon told
analysts as well as investors. “We’ve got
a strong set of chess pieces to work
with.”

The other emerging battleground

area to stay focused on is health and
personal care. This is still an area where
Walmart is holding a commanding lead,
buttressed by its long presence in the
space, with 5.4 percent of the market.
But Amazon has been closing the gap
rapidly, particularly since 2016. As of
2014, Walmart controlled the exact
same share of the market that it does
today — 5.4 percent. Amazon, on the
other hand, has grown from 0.6 percent

. Share of Total Health & Personal Care
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of the health and personal care market
in 2014 to 2.5 percent of the market in
2019.

And both players seem to be avidly
interested in moving on the space —
Amazon with its PillPack acquisition and
push into prescription drugs, and the

virtual health clinics it started piloting
with its employees in Seattle last week.

But Walmart has been battling back —
with experimental full service health

centers opening late last year, and more
recently by offering health insurance
through Sam’s Club.

It seems clear that both Walmart and
Amazon are eying the $3.6 trillion
opportunity that is U.S. healthcare
spending and trying to figure out how
to capture a larger slice of it. Walmart
has a lead, but as the last five years
have demonstrated, a lead can be a
hard thing to hold when Amazon starts
targeting a market.

Hard, but not impossible — and
Walmart is clearly not ready to give up
any more ground than it already has
without a fight.

A fight we will keep you updated on,
with the news items and the data
standing behind all of it.

[ SEEMS CLEAR
30TH WALMART
/ON ARE EYING
$3.6 TRILLION
OPPORTUNITY
S. HEALTHCARE
NG AND TRYING
TO FIGURE OUT
W TO CAPTURE
ER SLICE OF IT.
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PYMNTS.com is where the best minds
and the best content meet on the

web to learn about “What’s Next” in
payments and commerce. Our interactive
platform is reinventing the way in

which companies in payments share
relevant information about the initiatives
that shape the future of this dynamic
sector and make news. Our data and
analytics team includes economists,
data scientists and industry analysts who
work with companies to measure and
quantify the innovation that

is at the cutting edge of

this new world.
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