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Executive Summary

Strategic Situation:

H&M is a global fashion retailer structurally overexposed to mature Women's
Apparel (42% of revenue) and European markets (>60% of revenue). The
company is facing increased competitive incursion from faster-moving
omnichannel and digital-native brands, with secular margin and growth

headwinds in its traditional segments.

Main Strategic Opportunity:

Future growth and margin resilience will come from accelerated expansion into
high-margin categories (Accessories & Home), digital-only channels, and
underpenetrated markets (Americas). Al-powered pricing and personalization
are required to unlock conversion and protect market share from digital-native

competitors.

Key Recommendation:
We recommend a radical portfolio and channel reweighting—immediately
investing in Americas expansion, scaling high-margin Accessories/Home, and

activating Al-driven pricing and digital personalization.

Estimated Impact:
Successful execution will deliver SEK 1.5bn+ in incremental revenue, SEK
500M+ in annual gross margin uplift, and reduce core revenue concentration

risk, strengthening H&M's market leadership and defensibility.
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Why This Study Matters Now

e Inditex (Zara) and SHEIN are accelerating Americas and digital channel

expansion, compressing H&M's advantage window to 12-18 months.

e Persisting EU market dependence exposes SEK 8-17bn to modest regional
downturns; current revenue trajectory predicts persistent EBIT dilution by

60-80bps annually.

e Digitally native competitors are capturing Accessories/Home and Gen Z
segments; delay risks permanent 2-3pp market share loss in these pools

within 24 months.

e New EU supply chain and sustainability regulations require immediate digital
infrastructure upgrades; non-compliance risks SEK 320-480M/year in lost

margin and market access.

e Al-powered retail is redefining pricing and conversion—early movers are
achieving 2-4pp conversion uplifts and accruing margin benefits that

compound each quarter.

e Store-centric cost structure has become an earnings drag; each quarter
without rationalization locks in SEK 50-90M in avoidable OPEX.
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Strategic Growth Priorities

WHY IT EXPECTED INVESTMENT

PRIORITY  INITIATIVE TIMELINE

MATTERS

IMPACT

LEVEL

Americas Market

Expansion Pilot

Accessories &

Home SKU

Expansion

Al-Based

Segmented Pricing

& Personalization

Digital/Marketplace
Channel Scaling

Diversifies
revenue,
taps >6%
growth
markets,
reduces EU

risk

Immediate
high-
margin
growth,
closes
critical
category

gap

Delivers
rapid
margin &
conversion
boost,
funds
future

investments

Accelerates
growth,
drives
conversion,
raises
brand

reach

SEK 570-
1,050M
incremental
revenue (yr
3)

SEK 180-
290M
gross profit
uplift

SEK
500M+
annual
gross
margin

uplift

SEK 113
1.52bn
channel
revenue (3

years)

High

Low/Medium

Low/Medium

Medium
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WHY IT EXPECTED INVESTMENT

PRIORITY INITIATIVE TIMELINE
MATTERS IMPACT LEVEL
Funds
innovation,
SEK 100-
protects
Store 200M
EBIT, 3-9
5 Rationalization & annual Low
. . enables months
Franchise Pilots EBIT
focused )
savings
global
expansion

Sequencing Logic:

Americas expansion comes first to reduce existential revenue risk. Accessories
& Home expansion and Al pricing deliver immediate margin and growth,
funding broader digital and franchise initiatives. Store rationalization is
essential to free up investment capacity for new initiatives. Delaying Americas

entry or digital transformation exposes H&M to compounding competitive risk.
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Strategic Options Comparison

REVENUE
OPTION

POTENTIAL

Americas Market

) High
Expansion
Accessories & Home
Medium
Shift
Al-Driven Pricing & .
Medium
Personalization
Digital/Marketplace )
High
Channel Scaling
Store
Low

Rationalization/Franchise

Brand
Partnerships/Collab Line Medium

Launches

Core Apparel Store
Low
Expansion (EU)

Recommendation:

MARGIN
IMPACT

Medium

High

High

High

Medium

Medium

Low

INVESTMENT

High

Low/Medium

Low

Medium

Low

Low

High

Medium

Low

Low

Low

Medium

Low

High

TIME TO
RESULTS

Medium-term

Short

Immediate

Short/Med

Short

Short

Long/Negative

We recommend Scenario A: Balanced Pivot—immediately scaling Americas

expansion, Accessories/Home portfolio reweighting, Al-powered pricing, and

digital/marketplace channels. This combines multi-vector revenue growth and

margin uplift while diversifying risk. Store-centric or incremental approaches

carry unacceptable fragility; aggressive channel and category moves are

essential.
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Where NOT to Invest

e Further EU Core Apparel Store Expansion — Mature, low-growth, and

highly competitive; compounds fixed costs and EBIT drag.

o Deeper Discounting in Core Categories — Accelerates gross margin

erosion and undermines brand equity, with no sustainable volume uplift.

e Untargeted Digital Infrastructure Upgrades — Technology spend without
ROI linkage to conversion/margin is unproductive; prioritize only business-

outcome-driven investments.

e Premature APAC Physical Expansion — High capex, market volatility, and

limited current readiness; delay until Americas pilot proves.

e Expansion into Unrelated Hardlines/Electronics — Poor category fit,
operational complexity, and no distinctive advantage; distracts from core

priorities.
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Growth Roadmap

Phase 1: Now - 6 Months

e Launch Americas Market Pilot (digital-first, Accessories/Home led) —

Diversifies revenue, immediate market entry

e Rapid Accessories & Home SKU Expansion (across channels) — Captures

high-margin profit pools

e Deploy Al-Based Segmented Pricing & Digital Personalization — Immediate

gross margin and conversion uplift

e Selective Store Rationalization to fund new initiatives — Releases OPEX for

reinvestment

Phase 2: 6-18 Months

e Scale Digital-Only, Collab, and Marketplace Channel Rollouts — Accelerated

topline and margin growth

e Full Activation of Upgraded Digital Loyalty Platforms — Raises CLV and

retention in key segments

e Launch Franchise Pilots in Secondary Americas/APAC Markets — Low-

capex entry, de-risks global expansion

e Automate Supply Chain Inventory and Demand Sensing — Reduces

markdowns, protects margin

Phase 3: 18-36 Months

e Full Multi-Channel Americas Expansion (Major Cities) — Shifts revenue mix,

sustains high growth
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e Globalize High-Margin Brand Extensions (Footwear, Digital-Only) —

Deepens penetration in premium categories

e Institutionalize ESG Traceability Platforms — Prepares for regulatory

changes, future-proofs value chain
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ROl Logic

INITIATIVE BUSINESS OUTCOME METRIC IMPACT

Diversified, higher-growth +SEK 570-1,050M new

revenue base revenue, <60% EU share

Americas Market Pilot

Gross margin lift in
Accessories & Home SKU +SEK 180-290M gross
. underpenetrated )
Acceleration profit over 3 years
segments

o Enhanced price realization =~ +SEK 500M+ annual
Al-Based Segmented Pricing . . )
and margin gross margin uplift

+SEK 113-1.52bn

Digital/Marketplace Channel Increased reach, new .
] incremental channel
Scaling customer pools
revenue, 3 yrs
Store OPEX savings, funds +SEK 100-200M EBIT
Rationalization/Franchising growth investments savings, <12 months
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What Happens If You Do Nothing

e EU revenue share remains >60%, exposing SEK 8-17bn to moderate

contraction risk—persistently fragile topline.

e Margins compress by 80-120bps/year as aggressive discounting and

category commoditization spread.

e Inditex and SHEIN capture fastest-growth Accessories/Home and digital

segments; 2-3pp share loss within 24 months.

e Annual EBIT shortfall of SEK 500M+—rprimarily from missed price realization

and channel imbalance.

e Store-level fixed costs remain inflated, draining OPEX by SEK 50-90M/year

and limiting innovation capacity.

e Regulatory non-compliance (ESG, digital passports) risks SEK 320-

480M/year in margin and potential market exclusion.

e Digital CLV and conversion rates stagnate as customer cohorts shift spend

to digitally proficient competitors.

e Each quarter the gap to digital-native, high-margin competitors widens—

strategic recovery becomes exponentially harder.
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If You Only Do 3 Things

1. Pilot and scale Americas market entry (digital-first):
Directly addresses structural revenue and risk concentration, delivers

highest upside, and opens new high-margin segments.

2. Expand Accessories & Home SKUs (all channels):
Immediate, low-complexity execution to capture 6-10pp higher margins in

currently underweight categories, funding further growth.

3. Activate Al-based segmented pricing and digital personalization:
Drives the fastest and largest margin and conversion uplift, using existing

data and platforms for rapid time-to-value.
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Strategic Recommendation

The company must immediately pivot from EU/core category dependence to
diversified, margin-accretive multi-market growth.

Top 3 moves: (1) Launch digital-first Americas pilot with Accessories/Home
focus; (2) Expand high-margin Accessories & Home SKUs globally; (3) Deploy
Al-enabled pricing and digital conversion tools.

Avoid incremental store expansion in mature markets, discount-led volume
playbooks, and unripe Asian physical build-outs.

Failure to execute these priorities will quickly erode market share and profit
pools—compounding EBIT risk and relegating H&M to late-mover status in

growth verticals.

The primary risk is not the investment — it is the cost of waiting while

competitors move.
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Disclaimer & Confidentiality Notice

Confidentiality. This report has been prepared exclusively for the individual or organization named on the cover
page. Its contents are strictly confidential and may not be shared, distributed, reproduced, or disclosed to any third
party, in whole or in part, without prior written consent from Olloma. Unauthorized distribution is a violation of the

terms under which this report was generated.

Strategic Research Methodology. This report was produced using advanced artificial intelligence that independently
researches, gathers data, and synthesizes insights tailored to your specific context. Our Al systems cross-reference
multiple sources and apply structured analytical frameworks to deliver a strategic blueprint with actionable
recommendations. The strategic structure and analytical conclusions stand on their own merit. As with any
research-based analysis, we recommend confirming internal baseline figures — particularly cost assumptions and
vendor-specific details — against your own records before final implementation, as market conditions evolve
continuously.

Privacy & Data Protection. Olloma is committed to protecting your privacy. The information you provided during the
study request process is handled in accordance with our Privacy Policy and is used solely for the purpose of

generating this report. We do not sell, share, or otherwise disclose your personal or business data to third parties.

Intellectual Property. The content, structure, design, and methodology of this report are the intellectual property of
Olloma. While you retain full rights to use the insights contained herein for your internal business purposes, the

underlying framework and presentation remain proprietary.

Terms of Service. By accessing this report, you acknowledge and agree to the Olloma Terms of Service and Privacy

Policy, available at olloma.com.
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