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Executive Summary

Å Despite economic uncertainty, digital transformation in retail is accelerating as hybrid shopping, retail 

automation, smart store technology, and generative AI drive growth in retail technology

ӟ The global digital transformation market in retail is growing at an 19.3% CAGR and is expected 
to exceed $1T by 2025 1

Å Looking at the broader economic environment, easing inflationary pressure, a resilient labor market, 
and strong public equities have led some economists to be cautiously optimistic that the US economy 
may be on a ñvery narrow pathò to avoid a recession 2. Although a recent McKinsey survey revealed that 

ñglobal executives are more positive than negative about conditionsò, some economists predict a full-
employment recession as job growth remains strong, but output and productivity decrease 3, 4

ӟ Although US retail sales have remained resilient, June saw a mild increase of 0.2%, lower than 

expected as consumers continue to experience inflationary pressure 5

ӟ The US labor market has cooled off with only 209K jobs added in June and a 17.3% decrease 
in job postings. However, demand for workers remains quite strong 6

Å Both capital raise and M&A transaction volume remain largely subdued compared to the peaks 
experienced in 2021. In Q2 2023, both M&A and capital raise activity increased slightly marking a 

reversal for M&A volume which previously experienced a downward trend 7

ӟ There were 58 M&A transactions in Q2 2023 compared to 50 in Q1 2023. Capital raise volume 
also increased slightly with 130 transactions in Q2 2023 compared to 117 in Q1 2023

Å Looking ahead, we expect the retail technology market to stabilize but remain below the elevated 
2021 levels as growth subsidies and investors seek quality companies at a discounted valuation

ӟ However, attractive companies with good operating metrics will continue to receive strong 
interest and outsized valuations

Notable M&A Transactions Include:

Notable Capital Raises Include:

$1.4B

$435M

$375M

$230M

$2B Series G

$425M Growth Round

$270M Series D

$135M Growth Round

1 Mordor Intelligence: Digital Transformation Market In Retail
2 The Economic Times: US On Very Narrow Path To Avoid Recession
3 Mckinsey: Economic Conditions Outlook During Turbulent Times
4  The Wall Street Journal: Full-Employment Recession

5 US Census: Monthly Sales For Retail And Food Services
6  Indeed Hiring Lab: US Labor Market Update
7 Pitchbook & 451 Research; includes US, Europe, and Asia; Capital Raise Transactions below $1M are excluded
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Retail Technology Industry Drivers & Dynamics

Retail Sales Remain Resilient Despite Economic Headwinds
Despite economic headwinds and a looming recession, US retail sales have remained 

resilient with April and May marking a slight increase as digital sales continue to accelerate, 

and consumers shift their spending to value chains and discount stores 

$712 $849
$1,013

$1,208
$1,441

$1,720

2023 2024 2025 2026 2027 2028

Retail Technology Growth Remains Resilient

Global Digital Transformation Market in Retail 1

($ in billions)

Despite macro headwinds decelerating consumer spending, retail tech continues to grow 

driven by smart retail, social commerce, and virtual shopping as well as continued internet 

penetration and growth from emerging economies

US Retail Sales 2

Seasonally Adjusted

Optionality Creates A Highly Competitive Environment
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The growth in popularity of social media as well as the plethora of eCommerce options has 

led to a highly competitive environment where shoppers seek the best deals

Where US Consumers Start When Shopping Online 3

63%

46%
31% 26% 24% 18% 14%

56%
42% 37%

20% 25% 19% 19%

Amazon Search Engine Walmart.com Facebook YouTube Instagram TikTok

Q1 2022 Q1 2023

The Gap Between eCommerce And Retail Growth Shrinks
Despite eCommerce sales growth historically outpacing retail by a large margin, the gap 

between the two is expected to subside as eCommerce growth normalizes

Global Retail and eCommerce Sales Growth 4

6.2% 6.0% 6.5%
4.5% 5.3% 6.0%

12.5%

6.9%
3.9% 4.3% 3.7% 3.4%

23.0%

26.8% 28.4%
22.0% 20.9%

26.7% 16.8%

7.1%
8.9% 9.4% 8.8% 8.1%

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Retail Sales Growth Retail eCommerce Sales Growth

26M+ eCommerce stores 

globally 5

1 Mordor Intelligence: Digital Transformation Market In Retail
2 US Census: Advance Monthly Retail Trade Report
3 eMarketer: Where US Consumers Start Their Search While Online Shopping
4 eMarketer: Global Retail eCommerce Forecast

5  Website Builder: eCommerce
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Key Industry Trends Transforming Retail Technology

Smart Store TechnologyAutomation

Immersive Retail Historical Labor Shortages

1 2

43

Retailers are increasing their investments in automation in order to automate repetitive tasks 

and reduce labor constraints. The historical labor shortages have fueled the need for 

automation within the retail sector 1

As brick-and-mortar retailers operate in an increasingly competitive environment where 

profit margins are compressing, adopting smart store technologies is vital

Consumersô preference towards AR/VR shopping is expected to drive more brands to adopt 

the technology as the shopping experience is transformed and benefits are realized

70% of retail stores plan to deploy 

automation by 2025

Automation can generate 

incremental margin of 300 to 

500 basis points

13% expected reduction in store 

staff requirement due to task 

automation

52% of all retail activities can be 

automated with existing 

technology

8%

2%

1%

4%

13%

10%

4%

9%

20%

14%

10%

14%

19%

27%

25%

24%

29%

36%

45%

37%

11%

11%

15%

12%

18-34

35-54

55-65

Total

Use it regularly

Use it occasionally

Haven't used but very
interested

Haven't used but
somewhat interested

Haven't used and not
interested

Don't know what it is

Interest In Using AR/VR While Shopping, US 4

0

400

800

1200

Despite 7 out of 10 retail executives citing labor shortages as their biggest challenge, the 

number of vacant retail jobs in the US has have been steadily decreasing since Mar-22 5

Retail Job Openings In The US 6

83% of consumers have used 

contactless payment in the past 

year 2

57% of respondents would 

choose a store with contactless 

payment with all else equal 2

52% 

of returns 

are due to 

size 3

Virtual fitting 

rooms can 

decrease 

returns by 

36%
3

1 G2.com, McKinsey, Verizon 
2  Forbes: Why Contactless Payments are Key
3 Shopify: Virtual Fitting Rooms 
4 Insider Intelligence: eMarketer

5 St. Louis Fed: Job Openings: Retail Trade
6 Deloitte: 2023 Retail Industry Outlook
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AI Popularity Has Exploded Recently As It Becomes Ubiquitous

Artificial Intelligence Is Poised To Transform Retail

Retailers Embrace AI As They Seek To Optimize Operations 

$197 $270
$371 $509 $700

$961
$1,320

$1,812
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AI

Google Searches

for ñAIò 1

The recent surge in AI popularity can be seen through the rapid 

increase in Google searches as tools like Chat GPT become common 

household names and penetrate even non-technical users

5 days

Time To Reach One Million Users

10 months 2 years 3.5 years

Global AI Market Size 2

($ in billions)

AI Market Poised for Remarkable Growth

The rise in demand for solutions that enhance efficiency and productivity as well as the 

plethora of AI use cases are propelling growth in the global artificial intelligence market

Retail Use Cases For AI

Demand Forecasting: Predicting 

consumer demand to optimize 

inventory management

AI-Powered Chatbots: AI chatbots 

deliver personalized support and 

boost efficiency

Targeted Product Placement: 

Analyzing audience behavior and 

targeting with tailored content

In-Store Operations: Advanced 

analytics can enhance operations 

and product placement

Percent of retailers who have 

seen benefits from AI 3

Adoption of AI technology can help retailers stay ahead in an increasingly competitive 

environment by gaining a competitive advantage and increasing efficiency

83%
Of retailers have 

increased their 

AI/ML skilled 

workforce in the 

past 12 months 3

59%
Say AI/ML 

implementation 

has reduced 

their workforce 3

43% 
Substantial   

Benefit32% 
Modest Benefit

23% 
Too Early 

To Tell

4%
Other/No 

Response

1 Google Trends
2 Grand View Research: Global AI Market Size
3 Chain Store Age: Exclusive: How Important Is AI In Retail?
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Cascadiaôs Retail Technology Landscape

Cascadia divides the retail technology landscape into four distinct categories. These categories all work together to 

provide seamless retail experiences across both digital and physical channels

Customer Analytics

Subsectors

Å Location Analytics & Proximity 

Marketing

Å Omnichannel Analytics

Solutions that help retailers understand 

customer behavior to better tailor their 

marketing and merchandising strategies

Customer Experience 

Enhancement

Subsectors

Å Augmented & Virtual Reality

Å Personalization

Å Price Comparison

Solutions that allow retailers to 

personalize and target their outreach to 

customers

eCommerce 

Enablement

Subsectors

Å Ecommerce Platform and Carts

Å Live Chat & Chatbots

Å POS Systems

Platforms and products that facilitate, 

streamline, or optimize eCommerce 

selling

Operations 

Management

Subsectors

Å Inventory Management

Å Store Management

Å Supply Chain Management

Å Web Design & Management

Solutions that help retailers manage 

their physical and digital stores, 

inventory, operations and supply chains 
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Global Private Equity Exits By Type 1Private Equity Exits Have Dropped 
Sharply

ӟ Amid economic uncertainty and depressed valuations, 
global private equity exit activity has decreased 46% 
compared Q4 2021

ӟ Instead, private equity firms are holding onto their 
investments longer and pursuing add-ons, thereby 
postponing exits until valuations and market conditions 
improve

eCommerce VC Deal Activity Continues 
To Decreases While Deal Value Remains 
Steady

ӟ In Q1 2023, eCommerce VC transaction volume 
decreased 57% from the previous quarter while total 
deal value remained steady with $3.4B in funding

ӟ Despite historically resilient consumer spending, many 
eCommerce companies face headwinds from intense 
competition, rising customer acquisition cost, and 
shrinking margins

ӟ As the timeline for a recession is pushed back further 
into 2023 and early 2024, we expect to see deal activity 
to remain relatively subdued during the remainder of 
the year as investors wait out a tumultuous market in 
hopes of a soft landing
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117 115
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111

134 136
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162 159
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Deal Value ($B) Deal Count

eCommerce VC Deal Activity by Quarter 2

(USD$ in Billions)

Institutional Capital

415

289

418

585 576

653
691

728

460 433

360

262

379 391

1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23

Secondary Sale Trade Sale Other Exits IPO

1 S&P Global: Global Private Equity Exit Activity Slumps In Q2 2023
2 PitchBook



10

Select Retail Technology M&A Transactions

Acquisition multiples reflect scale, business models, growth and scarcity value ï premium multiples are typically paid for 

large platforms with recurring revenue, strong growth and unique technology

Target 

Description

Selected 

Market 

Activity

Revenue 

Multiple

Transaction 

Size

5.3x

$549M

Median

$663M

3.8x

Cloud-based platform 

that enables clients to 

integrate and manage 

their merchandise sales 

across multiple online 

channels with solutions 

including inventory 

availability, pricing 

optimization, and data 

analytics

Nov 2022

Acquired by

$1.4B

3.5x

Operates an online 

social marketplace for 

apparel and 

accessories including 

both new and 

secondhand products 

for customers in the 

US, Canada, Australia, 

and India

Jan 2023

Acquired by

$435M

26.2x

Operates as a booking, 

payment and 

management platform 

for international freight, 

supporting supply chain 

efficiency and agility

Jan 2023

Acquired by

$375M

4.0x

Provides enterprise 

robotic automation 

systems and AI-based 

supply chain 

management SaaS and 

related APIs to 

businesses globally

Acquired by

Mar 2023 July 2022

$2.1B

42.0x

Provides AI-based 

order fulfillment and 

logistics management 

SaaS and APIs for 

eCommerce merchants 

globally

Acquired byAcquired by

$230M

6.6x

Developer of a trucking 

& freight operations 

platform to improve 

efficiency through 

dispatch optimization, 

container tracking and 

real time analytics

Feb 2023

Freightos represents a de-SPAC transaction

Source: Pitchbook Data, 451 Research
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Select Retail Technology Capital Raises

Top venture capital and growth equity firms have backed Retail Technology platforms with established product-market fit, a 

visionary and execution-focused leadership team, and strong growth prospects 

Mar 2023

$270M

Developer of a 

financial platform 

designed to create 

disruptive 

meaningful products 

in retail credit

Feb 2023

$100M

Operates a 

wholesale cannabis 

marketplace platform 

intended to connect 

retailers with brands 

and distributors

Nov 2022

$120M

Developer of a 

software-as-a-

service platform to 

digitally transform 

businesses 

throughout the food 

supply chain.

$800M

Developer of a óbuy 

now, pay laterô 

payment platform 

designed to facilitate 

cashless payments 

through installments

Jul 2022

Target 

Description

Selected 

Market 

Activity

Investors

Amount

Raised

May  2023 April 2023May 2023

$135M

Developer of a 

software for 

restaurant inventory 

management, 

automated 

purchasing, 

forecasting, food 

costing controls & 

data-driven 

scheduling

$2B

Global e-commerce 

platform focused on 

fast fashion for 

women, known for its 

deals on clothing, 

shoes, jewelry and 

other accessories

$475M

Offers an online 

marketplace 

designed for delivery 

of groceries and 

other goods, 

allowing customers 

to pay for and 

receive purchases 

without needing to 

leave their homes

Source: Pitchbook Data, 451 Research
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Most Active Strategic Buyers

Strategic M&A: Acquisitions from 2020 ï H1 2023

Company 

Name

# of New 

Investments
New Investments

9

7

6

6

5

5

4

4

4

4

Source: Pitchbook Data, 451 Research
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Company 

Name

# of New 

Investments
New Investments

11

9

6

6

6

5

4

4

3

3

Most Active Private Equity Investors

PE: New Investments from 2020 ï H1 2023

Source: Pitchbook Data, 451 Research

Includes control and growth equity investments above $1M


