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Pricing is no longer a merchandising decision

Hive Barometers are based on detailed surveys
conducted with Retail Hive members. Each edition

gives a clear snapshot of how retailers are thinking and
acting today, and what conditions might be coming over

the horizon. Ed Lawton

Head of Retail Content
The Retail Hive

Retail pricing has always been one of the most powerful levers in the business. But historically it has
also been one of the least scientific.

Most retailers still rely heavily on experience, trading intuition and historical data to guide pricing
decisions. That approach worked when product lifecycles were longer, promotions were simpler and
pricing could be managed largely within merchandising teams. Today the reality is very different.

Pricing decisions now ripple across the entire retail system. They influence marketing spend, demand
forecasts, stock availability, returns behaviour and ultimately profitability. Yet in many organisations
those decisions are still made in isolation, without a clear view of their wider commercial impact.

This Hive Barometer brings together insights from our member survey and roundtable discussions to
explore how retailers are beginning to rethink pricing in the age of Al. What emerges is not just a
story about automation or algorithms. It is a shift in how pricing is understood: from a single trading
decision to a cross functional system that must align demand, marketing and profit.

Across the following seven signals we explore where retailers are today and where the next wave of
pricing capability is likely to emerge.
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Pricing is still running on instinct

Most retailers still rely on manual pricing decisions or simple rule based approaches rather than
predictive models.

That reflects how pricing decisions have historically evolved in retail: through trading experience rather
than predictive modelling. But that model is beginning to strain. Product lifecycles are shorter,
promotions are more frequent and marketing spend now interacts directly with price perception. The
result is that pricing decisions are often made without a clear view of the full commercial impact across
demand, margin and marketing efficiency.

How would you describe your organisation’s
current approach to pricing?

Largely manual and
experience led

64%

Not sure

8%

Fully predictive and /

automated

4%

Data led with some
predictive modelling

4%



Member insight: forecasting unlocks the pricing conversation

Hive members are finding a high degree of price sensitivity among their customers making
pricing calibrations more important than ever. Knowing which levers to pull to reduce costs
without losing out on revenue is vital.

Hive Member insight from a Fashion Brand

“We’re very good at looking backwards. The challenge is seeing what we expect to happen
next.

We're testing predictive forecasting across brands and categories so the whole business can
ask better questions. If we change marketing spend, what happens? If we adjust price, what
does that mean for demand?

We actually felt we were overspending in marketing but we couldn’t confidently pull back.
Having a prediction showing what we expect to happen and why makes those conversations
much easier internally.”

How price sensitive is your customer base?

Fairly sensitive

32%

Very sensitive

12%

Not very price
sensitive

16%

Mixed

40%




Member insight: forecasting unlocks the pricing conversation

Experienced based

No clear pricing
strategy

Prices set
instinctively

Basic reporting
and tools

Rule based
¢ High-level strategy

e Prices set based on
single factor (such as
matching
competitors)

e Some tools (such as
Excel)

Intelligent

e Strategy covers
customer and
economic factors

* Prices set based on
two or three factors
(such as elasticity,
margin, and rounding)

¢ Big data tools (such as
Alteryx and Tableau

e Centralised pricing
team

Al powered

Cutting-edge Al models,
incorporating a wide
range of strategic factors

Dynamic and
omnichannel price
optimisation engine

Fully industrialised and
integrated solution

Dedicated pricing and
data science teams



Ed says: pricing doesn’t operate in isolation

“Retailers often try to optimise pricing as a standalone decision, but the reality
is that pricing, demand and marketing are tightly connected. If those are
forecast separately you end up making good local decisions that produce
poor global outcomes.

The real shift Al enables is looking at the full commercial system. When you can forecast demand,
marketing impact and pricing together, the conversation changes from ‘what price should we set?’
to ‘what outcome are we trying to achieve?””

Hive members are increasingly looking to marketplaces to expand their reach. But with an increase
in channels, complexity follows suit. As more complexity is introduced, it becomes more
challenging to predict profitability - it's therefore no surprise that Hive members told us that the
profitability is predominantly ‘fairly clear’

When pricing decisions are made,
how clearly can you predict the
profitability in advance?

Very clearly

16%

We do not currently try
to predict outcomes

9%

Not at all
% With limited
8 confidence

17%




What the experts say

This barometer highlights that retail pricing continues to be a function of
intuition and ‘gut feel’ for many, even as the increase in complexity makes
these methods largely obsolete. While 66% of retail leaders feel they can

predict profitability ‘fairly or very clearly,” a staggering 64% admit their Felix Hoffmann
pricing remains largely manual and experience-led. This is a significant CEO & Co-founder
blind spot. At a time where the number of new marketplaces, the level of 7 Learnings

global trade volatility, and the introduction of autonomous shopping
agents all continue to explode, the need for a more informed, predictive
approach to pricing is critical.

A key issue is that manual-led pricing results in local decisions in a vacuum that ripple across your
entire commercial engine, often producing poor global results, highlighted by the 38% of
respondents who identify missed revenue opportunities as the biggest cost of inefficient pricing.

At 7Learnings, we have seen the leaders adopting a predictive approach, the '4% group’, moving
toward Decision Automation. They aren't simply reacting to competitors or ‘adjusting' prices; they
are using predictive models to understand the impact of every choice before they make it, be that
on profits or revenue, or more granular metrics such as return rates. This represents a shift to
Target-Driven Steering: defining the destination (profit, revenue, or sell-through) and letting Al
calculate the most efficient route.

Many business leaders question the ROI of Al investment, but pricing is one of the areas that has
shown consistent positive results. Simply put, Al represents the most powerful way to improve the
quality of your pricing decisions.

Members ranked these areas by how advanced
their use of Al is currently

Personalisation

Demand
Stock forecasting
allocation 1
Promotions 2

3

Pricing

Markdown

Replenishment

6

2




Pricing maturity still lags other Al use cases

Retailers rank pricing and markdown optimisation well behind areas like personalisation and demand
forecasting in terms of Al maturity.

The reason for this lag is partly structural. Personalisation sits largely within eCommerce teams, while
pricing touches merchandising, finance, marketing, legal and often suppliers as well. But that
complexity also explains why pricing is emerging as the next frontier. The commercial upside of getting
it right is significant because pricing sits directly at the intersection of demand and profit.

Introducing Predictive Pricing

“Predictive Pricing is proactive. It uses Al to simulate how every potential price move will affect
revenue, sell-through, and profitability before you commit to a change. It enables teams to see the
profit curve and model outcomes across thousands of SKUs in minutes.”

Most retailers believe they have a clear view of profitability, yet 64% still rely on manual 'gut feel'
while identifying missed revenue as their biggest cost. Predictive simulations give you a view of the
profit curve before you ever take the risk.

We are moving towards a time where you aren't just convincing a shopper, but the Al agent browsing
on their behalf. If your pricing data isn't ‘technically legible' and optimised to an algorithm, your brand
effectively becomes invisible the moment the search result is generated.

Pricing is the nervous system of your business; it dictates your marketing ROI, demand forecasts,
return rates, etc. Al can align these levers into one coordinated commercial strategy.”

Felix Hoffmann CEO & Co-founder, 7Learnings



Member insight: promotions change behaviour, not
just revenue

Hive Member insight - Fashion Brand

Although opportunity cost was flagged as one of the biggest issues caused by inefficient
pricing decisions, Hive Members are quick to point out that the ripple effects can be far
reaching.

“We see a big difference in how customers behave depending on the price point.

A £300 item tends to be a very considered purchase and returns are low. But when something
drops to £100 in a sale it becomes much more impulsive and people change their mind
afterwards.

That creates a hidden challenge because the stock comes back and you have to sell it again. If
we could predict how pricing decisions affect returns as well as demand that would be hugely
valuable.”

Other Hive members shared that discounting can be damaging, in particular, to premium
brands. When discounted items are surfaced in initial searches, this can be hugely detrimental
to the brand’s perception. Carefully considered, and selective discounting is therefore a more
effective medium term strategy.

What is the biggest cost of inefficient pricing decisions in
your business today?

We do not
measure this

14%

Customer trust and
perception

9%

Margin erosion

29%

Excess
markdowns

5%

Poor stock
outcomes

5%



Ed says: building internal confidence is
the real challenge

The technology is rarely the hardest part of Al pricing. The challenge is
organisational confidence.

Pricing decisions are highly visible and mistakes are obvious, so teams want
proof before changing established trading processes. That's why simulation is
powerful. If you can model scenarios in seconds and show the profit curve
before anyone takes a risk, it becomes much easier to build internal support.

What is the biggest barrier to adopting more
Al-based pricing today?

Technology
. limitations
Organisational
Internal Skills or buy-in
Capacit
Confidence in pactty 1

the outputs
No clear P

Data quality  pysiness case

. I




Member insight: many retailers are starting with marketing
optimisation

Hive Member insight

While roughly half our surveyed members plan to increase their investment in pricing
capability, half expect it to stay the same. Much of that is underpinned by building a good
cross-functional business case.

“Our first goal isn’t actually to change pricing yet. We're testing whether we can maintain
revenue while reducing marketing spend by about twenty percent.

The idea is to prove the value of the predictions first. If we can demonstrate that through
marketing efficiency, it becomes much easier to make the case internally for using the same
models to optimise pricing as well.”

Over the next 12 months, how do you expect your
investment in pricing capability to change?

Increase
significantly
6%

unsure

5%

Stay the same

50%

Decrease

0%



What this means for retail leaders

Taken together, these signals point to a clear shift in how retail leaders are thinking about pricing.

The challenge is not simply setting the right price. It is understanding how pricing interacts with the rest
of the commercial engine. Price changes influence demand. Demand influences marketing investment.
Promotions affect returns behaviour and stock flow. Each decision has knock-on effects across the
business.

Pricing is becoming a Scenario modelling builds

cross-functional discipline SO S U internal confidence
gateway capability

Pricing decisions Being able to simulate

increasingly sit at the
intersection of
merchandising, marketing,
demand forecasting and
finance.

Many retailers are
starting with predictive
demand and marketing

modelling before applying
the same logic to pricing.

pricing strategies before
changing live prices is key to
unlocking organisational
buy-in.

What Al pricing tools are beginning to unlock is the ability to see those
relationships more clearly. By forecasting demand, modelling marketing
impact and simulating pricing scenarios, retailers can start to align
decisions across teams rather than optimising them in isolation.

For many organisations the journey will start cautiously. As the data
shows, many retailers are first testing predictive forecasting or
marketing optimisation before changing pricing directly. But the
direction of travel is clear.

Pricing is moving from instinct to insight, and from a standalone trading
decision to a coordinated commercial strategy. Retailers that learn to
connect pricing, marketing and demand forecasting will be the ones
best positioned to protect margin and unlock new growth.

12



@7Learnings

About 7Learnings

7Learnings provides an Al-powered retail optimisation platform for B2C
companies, pioneering the overarching optimisation of pricing,
performance marketing, and product ordering. With 7Learnings’ machine
learning algorithm, retailers and brands can predict the impact of pricing
decisions, determine the optimal price for all products, and reduce
manual labor by up to 80 percent. The solution has been rigorously
tested in numerous A/B experiments and consistently delivers
measurable performance improvements and profit increases of more
than 15 percent.

7Learnings was founded in Berlin in 2019. Its clients include international
companies such as Westwing, Bonprix, Tom Tailor, Tamaris, and DK
Company.

About The Retail Hive

s The Retail Hive brings senior retailers together to soundboard, ask
Ve guestions, benchmark and collaborate as a collective. They do this by

providing safe, co-owned and curated environments for retailers and
partners to build meaningful relationships, give one another value,
identify solutions, and promote best practice.






