
02.3 SUBSEQUENT EVENTS

There were no significant events occurring after the end of the fiscal year which could materially 

affect the presentation of the financial performance and position of the group.

02.4 RISK AND OPPORTUNITY REPORT

 − Comprehensive risk and opportunity management implemented throughout the group

 − Risks and opportunities are continuously monitored and managed

 − The risk matrix clusters risks by probability of occurrence and qualitative impact 

 − Zalando wants to use the opportunities to create added value

 − There is no indication in the current opportunity and risk situation that the existence of 

zalando se as a going concern is jeopardized 

Zalando is regularly confronted by risks and opportunities that may positively or negatively impact 

the group’s financial performance and position. The risk and opportunity report outlines our com-

pany’s most important risks and opportunities.

02.4.1 INTEGRATED RISK AND OPPORTUNITY  
MANAGEMENT SYSTEM

The Management Board of zalando se bears overall responsibility for setting up and operating an 

effective risk and opportunity management system for the Zalando group. This is ensured through 

the comprehensive and standardized management of all key risks and opportunities.

Zalando created a separate department to identify these at an early stage and to analyze, manage, 

monitor, and counteract them with appropriate measures. The Governance, Risk & Compliance 

(GRC) department continuously develops risk management instruments and the methodology. 

The basis for successful risk management is group-wide standards for systematically handling 

risks and opportunities. These standards are defined in the GRC Manual and put into force by the 

Management Board. The GRC function coordinates the defined core process (GRC cycle), which 

ensures standardized procedures to assess, analyze, and report on risks and the management mea-

sures implemented. This ensures that risks and opportunities are documented throughout the 

 company using a uniform method. The GRC cycle is designed to support decision-making by pro-

viding  consistent, comparable, and transparent information.

The GRC function reports to the Management Board and to the audit committee of the Supervisory 

Board on the risk situation on a biannual basis. If critical issues arise, the regular reporting process 

is supplemented by ad-hoc reporting. All employees of Zalando are requested to manage risks in 

their activities intelligently and prevent risks that could jeopardize the company’s ability to con-

tinue as a going concern. The Internal Audit team reviews the functional capacity and appropriate-

ness of the risk management system regularly. In addition, the audit committee of the Supervisory 
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Board, with the involvement of the external auditors, also monitors the effectiveness of the internal 

control, risk management, and audit systems.

02.4.2 COUNTERMEASURES AND INTERNAL CONTROL SYSTEM

Zalando reviews all identified risks and opportunities at least twice a year to determine whether 

they are up to date and, in some cases, more frequently, depending on their severity. The documen-

tation is updated regularly in the comprehensive risk catalog, which is set up as a risk control 

matrix (RCM). Relevant countermeasures, controls, and responsibilities are assigned to each risk. 

The adherence and effectiveness of the relevant countermeasures and controls is assessed by the 

Internal Audit team as part of their scheduled audits of the applicable departments.

SYSTEM OF INTERNAL FINANCIAL REPORTING CONTROLS

In addition to the overall risk and opportunity management system described above, Zalando has 

implemented a more detailed system of internal financial reporting controls. Pursuant to section 

315 (2) No. 5 HGB the key features of this system are explained below. It aims to identify, assess 

and manage all risks that could have a significant impact on the proper preparation of the separate 

and consolidated financial statements. As an integral component of the accounting and reporting 

process, the system of internal financial reporting controls comprises preventive, monitoring, and 

investigative control measures in accounting and operational functions which ensure a methodical 

process for preparing the financial statements. The control system is based on the various company 

processes that have a significant impact on financial reporting.

These processes and the relevant risk for the financial reporting are analyzed and documented. A 

cross-process risk control matrix contains all controls, including a description of the control, type 

of control, frequency with which it is carried out, the covered risk, and the person responsible. 

The control mechanisms implemented affect multiple processes and thus frequently overlap. These 

mechanisms, among other things, include determining principles and procedures, defining pro-

cesses and controls, introducing approval and testing plans and guidelines. The group-wide account-

ing manual provides detailed accounting instructions; the processes for assessing inventories and 

receivables are central components. The system of internal controls is subject to regular reviews by 

the Accounting department and modifications resulting from risk workshops conducted by the 

GRC department or risk-based assessments performed by Internal Audit.

02.4.3 RISK REPORTING AND METHODOLOGY

All risks identified are quantified based on their probability of occurrence and their potential impact 

and entered in the risk catalog (risk matrix). The probability assessment is based on a time horizon 

of one year after the assessment date.

The impact assessment is conducted either on a quantitative scale (preferred) or a qualitative scale 

(alternatively if risks cannot be quantified or qualitative outweigh quantitative aspects). Quantitative 

classes are based on a scale relating to the potential financial impact on profit (EBIT). 
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Qualitative classes are based on criteria considering the impact on the company’s reputation or the 

effect of criminal prosecution (with special focus on compliance risks). The risks are presented net, 

meaning the risk-minimizing measures implemented are considered in the scoring of risks. 

Risks are positioned in the risk matrix using the following approach:

PROBABILITY OF OCCURENCE 
(WITHIN THE FOLLOWING YEAR)   35

Class Probability Average

1 very low (0%– 5%) 2.5%

2 low (5%– 25%) 15%

3 medium (25%– 50%)  37.5%

4 high (50%– 75%) 62.5%

5 very high (75%– 100%) 87.5%

QUALITATIVE IMPACT (ALTERNATIVE)   36

Class Reptutational Effect 
Criminal 

Prosecution

1 very low very low

2 low low

3 medium medium

4 high high

5 very high very high

QUANTITATIVE IMPACT (PREFERRED)   37

Class Loss Amount 

1 EUR 0.075m – EUR 0.2m

2 EUR 0.2m – EUR 1.5m

3 EUR 1.5m – EUR 10m

4 EUR 10m – EUR 75m

5 > EUR 75m

Skip to p. 108
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In addition, risks in impact class 5 that exceed EUR 250m are also denoted as risks that could 

jeopardize the company’s ability to continue as a going concern. 

All single risks and opportunities assessed as significant using the described methodology are 

described in detail in the section below. Overarching market opportunities and general opportu-

nities are described in a separate section.

02.4.4 OVERVIEW OF CURRENT RISKS AND OPPORTUNITIES

In general, it cannot be ruled out that potential risks which are currently unknown or considered to 

be insignificant at present may negatively impact the business in the future. Despite all counter-

measures implemented to manage the identified risks, residual risks for all corporate activities 

that cannot be completely eliminated by a comprehensive risk management system still remain. 

Altogether, the risks are to be regarded as customary to an online retail business.

There are currently no net risks assessed that would jeopardize the company’s ability to continue as 

a going concern. Nevertheless, we deem two risks to be significant (top risks described below).

RISKS WITH HIGH PROBABILITY AND HIGH IMPACT (TOP RISKS) 

Based on the net risk view, risks are defined as top risks if they display a critical combination of 

probability and impact (denoted by the grey-shaded area in the matrix).

These two risks were also top risks in fiscal year 2015, but the “Risks from bad debts / external 

fraud” were mitigated by new measures and additional measures are planned for the “Risks from 

a lack of business continuity management”.
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RISKS FROM BAD DEBT LOSS / EXTERNAL FRAUD (FOCUS ON  

PAYMENT TRANSACTIONS IN THE RETAIL BUSINESS) 

The default risk is the risk that customers do not fulfill their contractual obligations and receiv-

ables remain unpaid. This can be the result of customers’ payment habits or financial situation, or 

can be the result of fraud. An increase in fraudulent activities may also lead to an increase in bad 

debts. This risk is generally heightened for e-commerce companies that offer invoices as a payment 

method.

Overall, the default risk is distributed differently across the various countries, regions, and cities. 

To detect and prevent payment default and fraud early on, Zalando has a comprehensive payment 

and fraud management system in place. In addition, write-downs for trade receivables are recog-

nized to a sufficient extent.

The risk remains significant as growing sales can lead to additional bad debt losses in absolute 

terms, even if the proportion of bad debts to total sales remains constant or even decreases, and 

Zalando is not able to completely prevent attempts at fraud. In addition, new fraud patterns with 

severe potential losses may arise.

We closely monitor future trends and continuously improve the collection processes. As a result of 

the improved countermeasures, the ratio of bad debt compared with revenue was reduced for 2016.
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RISKS FROM A LACK OF BUSINESS CONTINUITY MANAGEMENT (FOCUS ON TECHNOLOGY)

As an e-commerce company, Zalando is extremely dependent on the functionality and stability of 

various online sites and services. Disruptions or outages would lead directly to revenue losses. The 

risk of unstable IT systems also applies to merchandise management and logistics. Interrupted 

workflows or inconsistent updates of stocks may also result in considerable short-term revenue 

losses.

We use configuration management, application management, and automated tests as essential 

countermeasures of managing the risk. Furthermore, Zalando uses monitoring systems and estab-

lishes and documents incident management processes. Monitoring systems and incident manage-

ment processes are continuously being improved. A risk management system has been imple-

mented for applications and systems. Outsourced services (e.g. data center) are integrated into the 

monitoring processes and adequate service level agreements are concluded. Zalando’s Business 

Assurance team is currently analyzing the dependence on applications and data streams and is 

working on additional countermeasures to reduce the probability and the damage of outages.

EXPANDED RISK AND OPPORTUNITY AREA

Risks and opportunities delineated by the dark grey margin as shown in the matrix are considered 

to be significant risks due to the combination of a certain level of probability and a certain level of 

impact. The amount of significant risks was reduced from twelve to six compared with the fiscal 

year 2015, as additional implemented countermeasures are mitigating these risks. The only risk to 

increase was “Risks from changing regulatory requirements (or other basic market conditions) 

within the markets” which is therefore currently part of the expanded risk area.
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RISK OF STRIKE

Risks may emerge from strikes by workers in the operational functions. The risk depends on various 

internal and external factors, including the satisfaction of employees as well as union activities 

regarding the industry as a whole or Zalando in particular. Strikes can lead to costly backlogs and 

delays, as well as to increased fulfillment costs.

Zalando invests in good relationships with its employees and constructive exchanges to improve 

the work environment and conditions. Social standards have been implemented that are regularly 

audited to ensure the quality of working conditions.

Zalando is open to the principle of co-determination at fulfillment centers and maintains a continu-

ous dialog with employees and work councils to further improve the working atmosphere.

RISKS FROM INACCURATE FORECASTS AND PLANNING WITHIN CATEGORY MANAGEMENT 

Risks may arise due to insufficient coordination of the higher-level sales and sourcing planning. 

A lack of coordination and changes of plans may lead to planning errors. Furthermore, there is a 

risk that forecasts may be incorrect, meaning that predetermined budgets were calculated inaccu-

rately. This, in turn, could lead to non-optimal budgeting and unfavorable sourcing activities.

In Category Management, Zalando has set up a planning process on a rolling basis, which is 

 carried out twice a year with regular updates during the seasons. The process is supported by 

analyses from Category Controlling, the Merchandise Planning function, and the Data Intelligence 

team. Basic planning is prepared by the teams responsible for country clusters in cooperation 

with the individual Category Management teams and brought into line with the higher-level 

 category management planning.

The product-specific sales risk is countered through continuous sales analysis and budget adjust-

ments. Zalando uses a detailed indicator system to identify negative discrepancies at an early stage 

and to implement appropriate measures in order to monitor and manage sales and stock levels. 

Additional flexibility can be achieved through follow-up orders. In addition, Zalando recognizes 

write-downs on inventories to a sufficient extent. The merchandise risk is an inherent risk of our 

business model and can have an impact anywhere along the value chain.

RISKS OF MISSING MARKET OPPORTUNITIES DUE TO INSUFFICIENT BRANDING OF PRIVATE LABELS

Insufficient branding and a non-uniform brand image may lead to losses as customers might no 

longer “identify” with one single brand. The revenue increase expected from a strong brand image 

and the associated cost savings from higher production volumes are the key factors in the assess-

ment of this opportunity.

The respective brand teams allocate appropriate items selected from the entire product range 

to each brand to create a unique brand image. To enhance the marketing activities for the various 

brands appropriately, targeted customer analyses were performed to support the associated 

 decision-making. Moreover, there is daily communication between the marketing teams and con-

tent departments regarding core brands on social media. In addition, Zalando has established 

 dedicated brand shops for individual private labels included in the Zalando online presences.
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RISKS FROM LACK OF “STATE OF THE ART” SHOPS AND SERVICE

In order to meet the rising and changing demands on contemporary products and service and to 

realize market opportunities, rapid, innovative, and appropriate adjustments have to be made to 

the shops constantly. Neglecting the necessary measures or inadequate implementation of such 

measures can lead to customer migration away from Zalando’s services, followed by significant 

 revenue losses.

A significant overarching countermeasure is the establishment of the Customer Experience team 

within the technology department.

The team reveals and suggests relevant developments and adjustments and coordinates implemen-

tation with stakeholders and consequently ensures the continuous development of the shops.

RISKS FROM CHANGING REGULATORY REQUIREMENTS  

(OR OTHER BASIC MARKET CONDITIONS) WITHIN THE MARKETS

Risks can arise due to conducting business in various countries and the quickly changing regulatory 

environments in many of them. Potential risk scenarios involve additional costs for necessary 

adjustments (customs, product safety, working conditions, product offering, etc.) and penalties in 

the event that the adjustments are not made at all or not made in good time. In addition, other con-

sequences of such changes (exchange-rate changes, unexpected customer behavior, reputational 

risks) can lead to more substantial losses. 

The increased risk exposure is mainly driven by the fact that regulatory changes are currently being 

made to a great extent within the EU (e.g. triggered by the DSM (Digital Single Market) Initiative, 

the E-Commerce Sector Inquiry of the EU, attempts to address related issues within the member 

states, and by events subsequent to Brexit). Necessary amendments to processes and business 

cases can lead to costs or to reduced sales.

To reduce the impact of regulatory changes, Zalando has established a “Regulatory Watch” concept, 

whereby relevant regulatory and legal topics are allocated to the individual functions which have to 

ensure the monitoring of changes throughout the markets. 

For the triggering events mentioned above, Zalando has initiated the following measures.

DSM: Zalando’s Public Affairs team has started a dialog with the external stakeholders at the EU 

in order to be up-to-date with the latest developments and to give feedback and its own input. 

New developments are monitored and examined by the Legal team for their possible impact on 

Zalando’s business case.

EU E-commerce Sector Inquiry: Zalando is monitoring the EU E-commerce Sector Inquiry and has 

provided the European Commission with the information it has requested. 

Brexit: A task force has been set up by the Legal Team to gather and evaluate Zalando-specific 

risks as a result of Brexit. 
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RISKS FROM ZALANDO’S LACK OF INNOVATION CAPABILITIES  

OR MISSED PRODUCT INNOVATIONS

The ability to promptly implement in-house-driven innovations as well as current market trends is 

a precondition for sustainable success. In addition to innovative strengths and the ability to imple-

ment them, it is essential to recognize and analyze trends and innovation opportunities, which, if 

missed, might lead to a loss of market share and decreasing competitiveness. 

To counteract this risk, Zalando has defined programs and processes to support product 

 innovations. To ensure innovativeness, a concept of agile software development (radical agility) 

was implemented that is refined by ongoing organizational changes.

In addition, Zalando’s system architecture is continuously being improved to ramp up the flexibility 

for adaptions. Project proposals from the Customer Experience team and from the Product Man-

agement organization of the Technology department are implemented on an ongoing basis while 

projects concerning customer benefit are prioritized.

MITIGATED RISKS AND OPPORTUNITIES

During the two GRC-Cycles in 2016, each of the risks were assessed anew. As stated in the chapter 

Expanded Risk and Opportunity Area, six risks were mitigated by improved countermeasures to a 

level so that they currently are no longer considered significant. These risks are:

 − Risk from inefficient internal logistics processes at fulfillment centers

 − Risks from inaccurate personnel and capacity forecasts for fulfillment centers

 − Risks from hazardous material / conditions in production with regard to private labels

 − Risks due to safety deficiencies on sold products with regard to private labels

 − Risks from scarcity of resources at fulfillment centers

 − Risks of missing opportunities due to a lack of market knowledge and purchasing and 

 negotiation capabilities within Indirect Procurement

Despite the fact that these risks are no longer part of the expanded risk area, they are still closely 

monitored by the respective departments and additional countermeasures are planned for 

implementation.

FINANCIAL RISKS 

Zalando is required to describe its financial risks pursuant to section 289 (2) No. 1b HGB.

In the course of its ordinary activities, Zalando is exposed to counterparty risk, liquidity risk, and 

currency and interest rate risks. The aim of financial risk management is to limit the risks resulting 

from operating activities through the use of selected derivative and non-derivative hedging 

 instruments. Derivative financial instruments are used solely for the purpose of risk management.

COUNTERPARTY RISK

Counterparty risk refers to the risk that a counterparty may default on its obligation to Zalando. The 

default risk mainly arises from trade receivables and, to a lesser extent in terms of probability of 

occurrence from claims originating from financial contracts with other parties, e.g. term deposits, 

derivative financial assets and bank account balances.
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The company addresses this exposure by distributing its derivatives financial instruments and cash 

held at banks over multiple financial institutions to minimize risk exposure to a single counterparty. 

Furthermore, the company sets maximum investment amounts in order to minimize the default risk.

LIQUIDITY RISK

The liquidity risk is defined as a possible lack of cash funds to fulfill the financial obligations of the 

company. This hazard may arise from insufficient centralization of cash where it is needed, inexact 

liquidity forecasting or unbalanced investment strategy for the company’s cash reserves. Zalando 

manages its exposure to liquidity risk by regularly monitoring liquidity needs using an integrated 

platform for short, medium, and long-term forecasting of the cash requirements. Additionally, the 

group invests the cash reserves of the company in term deposits and money market instruments and 

pools the cash balances centrally on a regular basis to ensure maximization of cash where it is needed.

CURRENCY AND INTEREST RATE RISK

The currency risk is defined as the risk of differences in actual and planned foreign exchange 

 revenue and cost items as a result of fluctuating exchange rates, with a potential negative impact 

on the com pany’s  financial results. Likewise, the interest rate risk is defined as the risk of changes 

in interest due on maturing debt as a result of varying reference interest rates, with potential nega-

tive implications for interest expenses. 

Zalando operates in different markets and is therefore exposed to foreign currency risk, generated 

from revenues and sourcing transactions in foreign currencies. The currency exposure is managed 

by means of regular cash pooling to the EUR currency, natural hedging, and forwards hedging. 

Forward contracts are recognized as cash flow hedges if the conditions of hedge accounting are 

 fulfilled. Once the hedged item has been realized as a cash flow hedge, the forward exchange 

 contracts are used as fair value hedges to compensate for market value fluctuations of the outstand-

ing trade receivables and trade payables and similar liabilities denominated in foreign currency. 

Forward exchange contracts are concluded with a term not exceeding 18 months. Derivative finan-

cial instruments are concluded and processed in accordance with internal guidelines that set out 

binding rules for the scope of action, responsibilities, reporting and controls.

The foreign currency sensitivity of the group is calculated by aggregating all foreign currency items 

that are not presented in the functional currency of the respective entity. These items are compared 

with the aggregated hedging transactions. The market values of the hedged items and hedging 

transactions included are measured at current exchange rates and sensitivity rates. The difference 

between these measurements represents the effects on earnings and equity.

The effects are analyzed on a regular basis. For example, if the euro had appreciated by 5% 

against the foreign currencies as of December 31, 2016, earnings before taxes would have been 

EUR 5.8m lower (prior year: EUR 5.4m). If the euro had depreciated 5% compared with the 

exchange rate as of December 31, 2016, earnings before taxes would have been EUR 6.4m higher 

(prior year: EUR 6.0m). The reserve for derivatives in group equity would have been EUR 34.6m 

higher (prior year: EUR 11.8m higher) if the euro had appreciated 5% compared with the 

exchange rate as of December 31, 2016. This reserve would have been EUR 38.2m lower (prior 

year: EUR 13.1m lower) if the euro had depreciated 5%.
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MARKET OPPORTUNITIES AND GENERAL OPPORTUNITIES

MACROECONOMIC DEVELOPMENT

The European Commission projects 2017 eurozone growth of 1.5% and EU growth of 1.6%.  

Private consumption is expected to be one of the main drivers of growth during the forecast period. 

Labor market gains across important European economies will also contribute to an increase of 

 disposable income in real terms26. The World Bank’s forecast27 is also optimistic, with growth in the 

region predicted to accelerate to 2.7% on average in 2017 – 19, driven by a recovery in commodi-

ty-exporting economies and improved confidence. This outlook is predicated on a continued, but 

modest, recovery in commodity prices and easing geopolitical tensions.

Notwithstanding this, the UK “leave” vote (Brexit) has raised the level of uncertainty. Although the 

market reaction to the Brexit shock was reassuringly orderly, the ultimate impact remains unclear, 

as the fate of institutional and trade arrangements between the United Kingdom and the European 

Union is uncertain28. With regards to the surge in the number of asylum seekers and refugees, the 

impact appears moderate from a purely macroeconomic perspective. In the medium to long term, 

the cost of failed integration, socially and politically, would potentially be markedly more 

important29.

In Germany, growth momentum is expected to be maintained30. The solid labor market, resilient 

exports and booming construction investment are expected to provide a boost to growth and drive 

private consumption. These developments give Zalando the opportunity to capitalize on a poten-

tially favorable consumer climate arising from the growing economy and further reinforce its 

market position and increase revenue.

GROWING FASHION MARKET IN EUROPE

European online fashion sales31 amounted roughly to EUR 51bn in 2016, making up 11.9% of all 

fashion retail. While the overall market for fashion in Europe (excluding Russia) remained virtually 

unchanged between 2011 and 2016, online fashion sales grew at a considerably faster rate with 

average annual growth (CAGR) of approximately 13.4% during the past 5 years. This trend is fore-

cast to continue, as the percentage of people in the overall population who became familiar with 

digital technology at a young age will continue to rise. 

Europe is a highly attractive fashion market with concentrated wealth and a high population 

 density. These factors work to the advantage of online fashion sales.

Zalando is well positioned to benefit from these favorable market conditions due to the strength of 

its fashion brand, its consumer reach, the scale of its operations across European markets, and its 

deep understanding of the digital economy.

The online retail market in Europe reported revenue totaling EUR 263.6bn in 2016, with a CAGR of 

15.6% since 2011. While the online share of retail trade in the United States came to 10.5% in 

2016, the online share of retail trade in Zalando’s target market, Europe, rose from 4.2% in 2011 to 

7.8% in 2016.32

As the online retail market continues to grow, Zalando’s focus on providing customers with unique 

fashion experiences, convenient delivery services, and a product range tailored to local needs puts 

26)  European Commission, Fall 2016 Eco-
nomic Forecast

27)  World Bank, Global Economic Pros-
pects, January 17

28)  International Monetary Fund, World 
Economic Outlook 

29)  European Commission, An Economic 
Take on the Refugee Crisis

30)  European Commission
31)  Euromonitor, Europe excl. Russia 
32) Euromonitor International
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the group in a favorable position to further expand its revenue and market share. Targeted market-

ing activities will complement these efforts and help to increase brand awareness, win new custom-

ers, and retain existing ones for the long term. Most importantly, the strategic realignment to move 

towards a platform business model will create new opportunities for growth. It is envisaged that the 

platform business model brings together different fashion stakeholders, which will in turn help to 

enhance selection, expand inspiration channels, and improve convenience services. Moreover, 

Zalando can continue to exploit the high online market potential for European fashion through its 

presence, which now extends to 15 European countries, and the constant expansion of its own 

product range. 

MOBILE COMMERCE

Mobile devices have made a considerable contribution to the strong growth in online retail trade. 

This also applies to fashion sales, as customers have access to fashion products at any time and 

from virtually anywhere. Retail sales generated by mobile devices have grown strongly in Western 

Europe, from roughly EUR 9.3bn in 2012 to almost EUR 62.8bn in 2016. It is anticipated that this 

 revenue will grow at an annual average growth rate of 15.3% to reach EUR 128bn in 2021.33

Mobile devices have become a core pillar of online retail companies and this will continue to grow 

in further in the coming years. Zalando uses mobile technologies to connect with consumers in 

new and innovative ways wherever they are. Zalando has developed apps to provide customers 

with multiple channels to engage, browse, and discover fashion. Most importantly, Zalando is using 

mobile technology to personalize and improve customers’ shopping experience. Mobile apps are 

critical to expand Zalando’s revenue and customer reach potential. They not only help Zalando to 

better connect with its customers, but they also open up new business opportunities. Developing 

mobile technologies can help Zalando to enter high traffic social media and chat platforms that are 

becoming new commerce destinations. To fully exploit these opportunities, Zalando is evolving into 

a Mobile First company in all respects.

SCALABLE LOGISTICS

Zalando continues to improve the customer experience in its markets by extending its fulfillment 

capabilities. The scalable logistics infrastructure is currently composed of four fulfillment centers in 

Brieselang, Erfurt, Lahr, and Mönchengladbach, which are strategically positioned within Germany 

to efficiently supply customers throughout Europe. The construction of the fulfillment center in 

Lahr is still ongoing, and the first manual operations have already commenced. A fifth fulfillment 

center in Szczecin, Poland is currently under construction. It will cover 130,000m2 and is expected 

to start operations in fall 2017. The company’s first satellite warehouse in Stradella, Italy, which 

started its operations in early 2016, already fulfills 70% of Italian orders. Zalando will start opera-

tions at another satellite warehouse close to Paris, France, in the first quarter of 2017. An additional 

function-specific fulfillment center, operated by service providers, was opened in Peine, Germany, 

as the central warehouse for private labels.

With floor space of more than 310,000 m2, the current fulfillment centers make it possible to pro-

cess  significantly higher revenue volumes than in fiscal year 2016. 

33) Euromonitor International

Further information in the  
Zalando City Guide 
zln.do/en-mobile

Further information in the  
Zalando City Guide 
zln.do/en-infrastructure
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INNOVATIVE LOGISTICS

Zalando successfully organizes its logistics solutions itself. The underlying concept involves 

 identifying any ways of making the shopping experience for customers even easier, faster, and 

more convenient. Zalando’s logistics concept therefore constitutes a fundamental asset to its 

core business and a unique selling proposition. 

Continuous improvements in logistics infrastructure and processes contribute to increasing delivery 

speed and expanding delivery options. This in turn results in greater convenience benefits, which 

are a key to increasing customer satisfaction. 

This also opens up new business fields. As part of the platform strategy framework, Zalando is 

leveraging its logistics assets and expertise to strengthen and expand its engagement with brand 

partners. To do this, Zalando is opening up its operations infrastructure to brand partners via the 

Fulfillment by Zalando. Corresponding pilot projects are currently underway.

SMART DATA

Zalando collects data and uses its internally developed analytical tools to optimize every aspect of 

the business. Data analyses are used in multiple ways: to forecast demand, provide consumers with 

the most personalized fashion purchase experience possible, set country-specific pricing, and to 

customize product offerings. This approach provides insights that can yield significant strategic 

benefits. Furthermore, with the aid of the data gathered, Zalando develops applications that enable 

all business units to constantly optimize their business processes. 

The extensive reach of the Zalando Shop and its mobile applications can be used to gain an 

in-depth understanding of consumer behavior and purchasing patterns. This knowledge enables 

the brands to efficiently place the relevant advertising offers to their target groups. Zalando can 

provide its brand partners with tailored advertising with which they can address their target 

 markets not only in the fashion store, but also on relevant third-party websites. By building up 

this expertise, Zalando can realize additional revenue potential and expand its field of business.

Over the last two years, Zalando has invested to expand and optimize its marketing capabilities. 

As part of these efforts, Zalando acquired Metrigo GmbH in 2015, a specialist for display market-

ing banners and real-time bidding, and nugg.ad GmbH at the beginning of 2016, a specialist for 

targeted marketing. Benefiting from these investments and Zalando’s expertise and extensive con-

sumer reach, Zalando Media Solutions GmbH was founded and provides brands with tailored 

 marketing products.

INNOVATIVE TECHNOLOGY

Technology is a core competence at Zalando. It is the foundation on which all platform products 

are based and underlies almost all business processes. Technologies are being constantly 

refined and offer a lot of room for innovation. Zalando puts a constant focus on improving 

 consumer  experiences and reducing value chain frictions in the fashion industry by leveraging 

 its technology solutions.
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For example, in cooperation with its brand partners, Zalando has opened over 2,500 individual 

brand shops since 2015 at which visitors can shop as if in an online flagship store. The brands 

interact directly with the customers, manage their picture, video and text content by themselves 

and obtain detailed insight into the browsing and shopping behavior of their customers. 

By taking over Tradebyte  Software GmbH and enlarging the stake in Anatwine Limited in 2016, 

Zalando has built up strong partnerships in technological solutions to connect marketplace partners 

to the platform more  simply and effectively.

The development of technological expertise and innovations facilitates not only the optimization 

of business processes, but also the ability to discover and exploit additional synergies and sales 

potential. Technology will be one of the main drivers of efficiencies for the fashion industry in the 

coming decade. In this context, Zalando intends to further consolidate its position as a techno-

logically driven company and innovator. As part of this effort, Zalando seeks to address the needs 

of its brand partners and to offer more personalized channels to inspire buyers of fashion again 

and again.

LOCAL ALIGNMENT

Adapting Zalando’s product range and services to meet local demand is a key factor in offering 

Zalando customers a stimulating and convenient shopping experience. This is critical for the group 

to succeed in the heterogeneous European market with its diverse regional tastes. 

Zalando has developed various online offerings that are tailored to the local demands of customers. 

This also includes country-specific product ranges, an assortment in the online catalog that is 

 tailored to local demands, visual marketing that is in line with local conditions, local payment methods, 

and fulfillment options. This country-specific alignment and a stronger adaptation to local customer 

needs sets Zalando apart from other companies. At the same time, the group uses a central platform 

and infrastructure for purchasing merchandise, its fulfillment, and technology for all of Europe. 

This approach offers opportunities to benefit from economies of scale, which in turn  distinguishes 

Zalando from smaller, locally operating competitors.

FASHION EXPERTISE

Consumers tend to move towards those shops offering the best selection and the relevant trends. 

Meeting this challenge requires fashion competence and the ability to design an exciting and 

 personalized fashion experience. To prevail over the competition, Zalando has systematically 

 developed these skills in a number of different ways.

In this context, Zalando runs the Zalon consulting service which offers customers fashion advice 

and inspiration directly from selected stylists when making their purchases.

Further information in the  
Zalando City Guide 
zln.do/en-brand
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With its internally designed labels, Zalando offers products whose life cycle is managed under one 

umbrella from the design phase right through to sale. Zalando has succeeded in creating popular 

brands with a loyal customer base and has started to increase sales by targeted marketing activities 

and additional distribution channels.

To remain at the cutting edge, Zalando’s trend scouts intensively search the markets and fashion 

centers to predict and also set the trends for the coming season.

AN ATTRACTIVE PARTNER 

Fashion brands value Zalando as a strategic partner because the group offers them direct access to 

the large European fashion market, a high number of site visitors, an in-depth insight into customer 

buying habits, smart logistics, digital services, and a clear focus on fashion. The platform lets them 

present their brands in an appealing way. The size and rapid growth of business have resulted in 

a self-reinforcing network effect: The frequency of visits to Zalando’s online platform is extremely 

attractive for its brand partners, giving Zalando access to still more brands and greater choice in 

selecting its products. The wide selection of brands and products helps the company reach and 

win over new customers, which in turn attracts more brands. This then increases the number of 

 visitors on the group’s websites.

With about 200,000 products from more than 1,500 brands, Zalando offers its customers a wide 

choice of appealing fashion items. Sourcing teams work continuously with the brand partners to 

select attractive fashion products. As a result, around 1,000 new products are added to the online 

assortment on a daily basis, which keeps the selection constantly up-to-date and gives  customers 

an incentive to discover new trends. The strong partnerships with fashion brands make it possible 

to offer not only a choice of international brands but also brands tailored to local preferences. 

Zalando can respond quickly to new trends thanks to the fast fashion brands in its assortment. Fast 

fashion products also offer the advantage of shorter lead times and greater flexibility.

PERSONNEL OPPORTUNITIES

Zalando’s successful growth is based on the competencies and motivation of its employees. Due to 

the considerable growth of its core business, the penetration of new business areas, and the rapid 

international expansion, Zalando constantly needs to strengthen its winning team. Recruiting there-

fore plays a key role in human resources work. Recruiting highly skilled employees can help boost 

efficiency and foster innovation and creativity, thus increasing revenue and profitability.

Further information in the  
Zalando City Guide 
zln.do/en-recruiting
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