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A retail odyssey: Sector at a crossroads 

Source: FactSet, Morgan Stanley Research. Note: This chart includes a sample index of stocks including WMT, TGT, COST, ORLY, AZO, 

HD, and BBY with average stock prices indexed to 1990. 
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Retail stores across many categories are in decline, with ~7,600 / 2.5% fewer vs. 2022 peak

Source: BLS, Morgan Stanley Research.

300,000

305,000

310,000

315,000

320,000

325,000

330,000

335,000

340,000

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Total Establishments Across Apparel, Health & Personal, Home Furnishings, and Electronics

~7,600



M O R G A N   S T A N L E Y   R E S E A R C H

October 14, 2025

Still living in a physical world

Source: Census, Morgan Stanley Research. Adjusted Retail Sales excludes Motor Vehicle & Parts, Gasoline Stations, and Food Services & 

Drinking Places. 
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E-commerce sales grow ~3x those of total Retail Sales

Source: Company data, Morgan Stanley Research. Note: Excludes RH, WOOF, LESL, ORLY, AAP, companies with <1% e-comm penetration 

(DG, DLTR, GO, OLLI, FIVE), services businesses (VVV, DRVN, MCW, EWCZ), and 100% e-comm businesses (W). 
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Consumer sentiment toward the economy and household finances has weakened in 2025

Source: AlphaWise, Morgan Stanley Research. Note: This survey consists of ~2,000 consumers in the U.S. 
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Inflation remains the top concern among consumers (~56%)

Source: AlphaWise, Morgan Stanley Research. Note: This survey consists of ~2,000 consumers in the U.S. 
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Tariff revenues have increased from ~$6b in February to ~$28b in July ‘25

Source: U.S. Department of Commerce, BLS, Morgan Stanley Research
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Unmitigated tariff impacts is highest for New Vehicles & Parts and lowest for Apparel & Accessories

Source: U.S. Department of Commerce, BEA, Company Data, ACA Factbook, Morgan Stanley Research
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The Great Reversion has lasted ~3 years following a Covid-induced shift to Goods vs. Services…

Source: Bureau of Economic Analysis, Morgan Stanley Research
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…and is likely coming to an end in ’25. 

Source: Bureau of Economic Analysis, Morgan Stanley Research
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The Pieces Are Falling Into Place

~$240b
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Source: Bureau of Economic Analysis, Morgan Stanley Research
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Total PCE is trending higher driven by strength in Goods PCE

Source: Bureau of Economic Analysis, Morgan Stanley Research
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Inflation for both Goods and Services PCE is picking up

Source: Bureau of Economic Analysis, Morgan Stanley Research
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Most categories are trending above their historical averages

Source: Bureau of Economic Analysis, Morgan Stanley Research
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The Platformization of Retail

Source: Census Bureau, Company Data, Morgan Stanley Research
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Retail Funnel: AMZN, WMT, and COST are taking ~43% of incremental sales 

Source: Census Bureau, Morgan Stanley Research. Note: Q2’25 COST results are not yet available. 
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Across categories, the top 2-4 players have consolidated market share over the last ~25 years

Source: Euromonitor, Morgan Stanley Research

• Most sectors have experienced significant market share consolidation over the last ~25 years, with 
some top players nearly doubling share
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We expect EBIT margins to normalize following a Covid-induced inflection

Source: Company data, Morgan Stanley Research. Note: Sales-weighted average. Excludes DRVN, MCW, EWCZ, and VVV.
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AI, Automation, and Retail Media will drive margin expansion 

Source: Morgan Stanley Research
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Membership Wars: Amazon vs. Costco vs. Walmart
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Walmart+ membership growth fuels loyalty, digital engagement, and high-income share gain

Source: Numerator, Morgan Stanley Research

22.9%

26.6%

20.0%

21.0%

22.0%

23.0%

24.0%

25.0%

26.0%

27.0%

Ja
n-

23

Fe
b-

23

M
ar

-2
3

A
pr

-2
3

M
ay

-2
3

Ju
n-

23

Ju
l-2

3

A
ug

-2
3

S
ep

-2
3

O
ct

-2
3

N
o

v-
23

D
ec

-2
3

Ja
n-

24

Fe
b-

24

M
ar

-2
4

A
pr

-2
4

M
ay

-2
4

Ju
n-

24

Ju
l-2

4

A
ug

-2
4

S
ep

-2
4

O
ct

-2
4

N
o

v-
24

D
ec

-2
4

Ja
n-

25

Fe
b-

25

M
ar

-2
5

A
pr

-2
5

M
ay

-2
5

Ju
n-

25

Ju
l-2

5

A
ug

-2
5

Walmart Household Penetration (%)

High Income (Over $125k)



M O R G A N   S T A N L E Y   R E S E A R C H

October 14, 2025

We expect a significant market share donation in 2025 due to store closures, bankruptcies, and tariffs

Source: Company Data, Morgan Stanley Research
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The private label tipping point is here

Source: BEA, Company Data, Morgan Stanley Research

• We estimate the growth rate in private label should rise ~40% through 2030, implying private label will grow 2x the grocery 
market over the next several years.
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Battle for the rural last mile: a ~$1 trillion opportunity 

Source: BEA, Morgan Stanley Research. Note: This reflects Personal Consumption Expenditure on Goods, excluding autos & gas, for 2024. These shares are 

estimated using CEX 2023 share of rural spending (~18% of the aggregate expenditures).
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WMT is expanding its rural footprint
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A retail odyssey: Sector at a crossroads 

Source: FactSet, Morgan Stanley Research. Note: This chart includes a sample index of stocks including WMT, TGT, COST, ORLY, AZO, 

HD, and BBY with average stock prices indexed to 1990. 
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Disclosures
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Disclosures (cont.)
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Disclosures (cont.)
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Disclosures (cont.)
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Disclosures (cont.)
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Disclosures (cont.)
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Disclosures (cont.)
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Disclosures (cont.)
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Disclosures (cont.)
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Disclosures (cont.)
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Disclosures (cont.)
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