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The Future of the Virtual Mall

Hypotheses

e The Metaverse will consist of multiple platforms.

o The Metaverse will remain largely decentralized.

e There will be a reverse creation of products, from digital to reality.

Supporting Arguments

e Separate platforms have already been created, and tech companies have begun
developing software to bridge these distinct virtual worlds.

e Blockchain is expected to become one of the key technologies of virtual spaces, which is
inherently decentralized.

e Major fashion labels are entering the Metaverse with a merged-reality approach, where
digital collections made up of virtual-only garments are being produced before they exist
in physical form.

Challenges

e Meta founder and CEO Mark Zuckerberg announced a $10 billion plan to develop one
streamlined Metaverse.

e Corporate goliaths such as Meta, Apple, and Microsoft will work to position themselves
at the center of the Metaverse in an attempt to shape it in their own image.

e [Luxury brands have a tight grip on their brand image and adjacencies, coupled with a

massive amount of money to enter into and win legal battles.



Executive Summary

The Metaverse generally refers to the idea of a shared virtual space, akin to a digital
mirror of the real world—but without any of the constraints. Through offering unprecedented
access and total immersion to consumers, the Metaverse creates a sort of virtual “third space.”
Rather than shopping through a specific retailer’s website, imagine rendezvousing with a friend
in a Minecraft-like world to walk around and shop at digital storefronts. Spurred by the Covid-19
pandemic, virtual worlds are fulfilling the functions of physical shopping malls more than ever
before. As a result, market analysts project that the Metaverse will grow at a compound annual
growth rate of 13.1% over the next few years, eventually making it a multi-trillion-dollar
industry.

With this in mind, combined with the $3T fashion industry, the implications of a virtual
commercial world are massive. For example, in 2019, digital fashion house The Fabricant
garnered headlines for selling a $9,500 dress through the Ethereum blockchain that could only be
“worn” digitally, i.e., edited onto the owner’s avatar in post-production. In this paper, we will
expand on these implications and explore our predictions for the future of the virtual mall
operating within the Metaverse. Each of these hypotheses explore the risks and opportunities that

are presented as consumers are pushed toward the virtual mall:

Hypothesis I: The Metaverse will consist of multiple platforms.
Hypothesis II: The Metaverse will remain largely decentralized.

Hypothesis III: There will be a reverse creation of products, from digital to reality.


https://www.cbinsights.com/company/the-fabricant

Introduction

Virtual goods, initially popularized by gamers, have since entered the worlds of fashion,
real estate, and art to become a $190B market. As virtual worlds become more popular, brands
are seeking opportunities in purely digital plays as they strive to attract a generation of digital
natives. For one in three Generation Z respondents surveyed by Pew, the digital identities make
them feel their “most authentic” selves. By setting up shop within the Metaverse, fashion brands
can reach millions of these younger consumers from a single virtual store. From such a store,
they can offer products that allow Gen Z shoppers to experiment with their different “selves” and
wear styles that might not be practical in the physical world.

According to a Kantar consumer insights survey published in 2021, nearly 75% of Gen Z
shoppers have purchased a digital item within a video game and 60% of these young shoppers
think that brands should sell their products on Metaverse platforms. However, not all consumers
are clear on how the Metaverse is defined: just over half (53%) of respondents said they are very
or somewhat familiar with the term “Metaverse,” indicating that retail brands will need to
establish clear messaging when it comes to describing their Metaverse offerings to consumers.
Hypothesis I

Based on current industry trends, the future of the Metaverse will consist of a multitude
of separate platforms and domains. Just as the current internet has a collection of logins, domains
(.com, .org, .edu, etc.), and varying payment options, the Metaverse will represent a fragmented
virtual experience. Large tech corporations such as Fortnite and Roblox have already created
separate virtual worlds, which are likely to continue existing in tandem due to the massive, loyal
consumer base both brands have individually garnered. Moreover, the UK tech start-up
Improbable has already begun developing a cloud platform called SpatialOS that would enable

thousands of players across multiple platforms to join a single, virtual experience with increased


https://app.cbinsights.com/markets?marketName=Virtual+Goods

levels of simulated content. With this innovation, tech firms would feel decreased pressure to
merge with other companies and continue building separate platforms in their own images.

Granted, industry leaders such as Mark Zuckerberg have significant and extensive plans
for the future of the platform. At the Facebook Connect conference in October of 2021,
Zuckerberg announced that Facebook would be changing its name to Meta, confirming the
company’s future investment in the new digital world. Through Zuckerberg’s leadership, Meta
has pledged to spend $10 billion within the year on the development of a unified Metaverse that
“seamlessly blends with the real world.” While the Metaverse is likely to remain spread across
multiple platforms, companies such as Fortnite and Roblox should be mindful of the power and
influence Meta has to achieve their goal of a unified Metaverse.
Hypothesis I1

Regardless of the number of platforms the Metaverse will have, the concept of the
Metaverse will play an important role in the future. While tech incumbents such as Meta, Apple,
and Microsoft will attempt to create a monopoly within the virtual reality industry, we predict
that the Metaverse will remain largely decentralized. The prime driver of a decentralized
Metaverse is blockchain’s role in it; specifically, blockchain is expected to remain one of the key
technologies behind the development of virtual spaces, allowing the Metaverse to inherit its
cornerstone values of security, censorship resistance, and decentralization. In fact, the blockchain
technology sector is projected to grow by 32.4% until at least 2025. Currently, a range of
blockchain-based, decentralized virtual platforms such as Decentraland and Bloktopia are in
development and have major technical advantages over corporate-backed offerings through
remaining truly permissionless and democratic.

Though the current pervasiveness and continued growth of blockchain technology is

encouraging, corporate goliaths such as Meta, Apple, and Microsoft will work to position



themselves at the center of the Metaverse in their attempts to shape it in their own image.
Namely, these corporations will venture to expand their business models built off of the
centralized collection of user data into the virtual universe, making it difficult for regular
end-users to verify exactly who has access to their data and under what conditions.
Hypothesis I11

The Metaverse presents a unique opportunity for fashion houses to attract a sizable
untapped market segment with little risk of cannibalizing their physical inventories. The
introduction of digital-first products has led to a re-engineering of retail’s classic product
development and production cycles. For instance, launching a product in a virtual store could
garner consumer feedback and provide data to project demand for a physical version of said
product. Unsurprisingly, luxury fashion houses such as Gucci and Dolce & Gabbana are making
concerted efforts to embrace these merged-reality opportunities and gain brand awareness in this
market. In 2021, Gucci showcased Gucci Garden, their first ever virtual pop-up on Roblox.
Within the virtual experience, 20 million visitors were able to buy exclusive, limited edition
avatar items, yielding hundreds of thousands of purchases, among which was a $400k purse.
Dolce & Gabbana followed suit with its Fall 2021 Alta Moda show, unveiling its nine-piece
Collezione Genesi collection, whereby half of the designs were “virtual-only” and each piece
was attached to an NFT.

While the digital world presents immense opportunities for brands, such opportunities
will continue to require substantial investment. Another challenge brands are likely to face in the
digital world surrounds preserving brand identity. Hermes notably sued a digital artist for
knocking off its iconic Birken handbag for trademark infringement and dilution. Ensuring proper
brand preservation in these decentralized spaces will require careful investment into legal

analyses and copyright structuring.
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Supporting Arguments

Risks & Challenges

Hypothesis 1

Hypothesis 2

Hypothesis 3

The Metaverse will consist of multiple platforms.

- Companies such as Fortnite and Roblox have
already created two separate virtual worlds

- Software development unicorn Improbable is
developing SpatialOS, a cloud platform that
allows games to support up to 20,000 players in
another seamless world

- Meta’s interest in dominating the Metaverse —
at the Facebook Connect conference in October
of 2021, Meta founder and CEO Mark
Zuckerberg announced plans to spend $10
billion within the year on the development of the
Metaverse

The Metaverse will remain largely decentralized.

- Blockchain is widely expected to become one of
the key technologies enabling the development of
a truly pervasive virtual space

- A range of democratic crypto-native social
media platforms and Metaverse projects
(Decentraland and Bloktopia) have a major
head-start over corporate-backed offerings

- Corporate goliaths (Meta, Apple, Microsoft)
with shareholders to please will work to position
themselves at the center of the Metaverse in their
attempts to shape it in their own image

There will be a reverse creation of products, from
digital to reality.

- Luxury brands such as Gucci and Dolce &
Gabbana are entering the Metaverse with a
merged-reality approach, launching virtual-only
products to be worn on virtual avatars and/or
attached to NFT’s before they exist physically

- Investment required to upkeep digital presence

- Tight grip that brands (Hermes) have on their
brand image and adjacencies, coupled with the
mass amount of money required for copyright
infringement lawsuits



https://www.cbinsights.com/company/improbable
https://cointelegraph.com/news/axie-infinity-decentraland-and-metaverse-cryptos-rally-after-facebook-rebrands-to-meta

Elevator Pitch

The Metaverse is poised to drastically
change within the next decade. In the
coming years, our team predicts that a
largely decentralized Metaverse consisting
of multiple platforms will instigate the
reverse creation of products, from digital
existence to physical reality. However,
tech incumbents such as Meta, Apple,
and Microsoft will challenge the current
structure of the Metaverse in their
attempts to create a monopoly and shape
it in their own image.
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