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Professional Certificate in Fashion Buying and Merchandising (United Kingdom)

Fashion Buying Fundamentals

Assortment Planning – Related terms: product mix, SKU, range depth.
Explanation: The process of selecting the variety, quantity, and timing of merchandise to meet market
demand while aligning with brand identity and financial goals.
Example: A women's wear buyer decides to stock 30 dresses, 20 tops, and 15 jackets for the spring
collection, balancing casual and formal pieces.
Practical application: Uses sales data, trend forecasts, and buyer’s intuition to allocate floor space and
budget across categories.
Challenges: Predicting consumer preferences, managing limited warehouse capacity, and avoiding
over‑stock or stock‑outs.

Buy‑in – Related terms: order quantity, minimum order, lead time.
Explanation: The quantity of a product a retailer commits to purchase from a supplier before the season
begins, often secured through a purchase order.
Example: A buyer places a buy‑in of 5,000 units for a new sneaker line, negotiating a discount based on
volume.
Practical application: Determines cash flow requirements and influences production schedules.
Challenges: Inaccurate demand forecasts can lead to excess inventory or missed sales opportunities.

Cost‑plus Pricing – Related terms: markup, gross margin, break‑even.
Explanation: A pricing method where the retailer adds a fixed percentage or amount to the product’s cost to
achieve a target profit margin.
Example: If a blouse costs £20 and the retailer applies a 50 % markup, the selling price becomes £30.
Practical application: Simple to calculate and ensures coverage of costs; often used for private‑label lines.
Challenges: May not reflect market price elasticity, leading to over‑ or under‑priced items.

Demand Forecasting – Related terms: trend analysis, sales history, seasonal index.
Explanation: The practice of estimating future product sales using historical data, market trends, and
statistical models.
Example: Using last year’s spring sales and current runway trends to predict demand for floral dresses.
Practical application: Guides buy‑in levels, inventory allocation, and promotional planning.
Challenges: Unpredictable factors such as economic shifts, viral trends, or supply disruptions can skew
forecasts.

Economic Order Quantity (EOQ) – Related terms: holding cost, ordering cost, reorder point.
Explanation: A formula that determines the optimal order size to minimize total inventory costs, balancing
ordering and holding expenses.
Example: Calculating that ordering 1,200 units of scarves each month reduces overall cost compared to
larger, less frequent orders.
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Practical application: Helps buyers negotiate batch sizes with manufacturers and plan warehouse space.
Challenges: Assumes constant demand and lead time, which is rarely the case in fashion cycles.

Fast Fashion – Related terms: quick turnaround, trend replication, mass production.
Explanation: A business model that rapidly translates runway trends into inexpensive garments, shortening
design‑to‑store cycles.
Example: A retailer releases a new collection of street‑style jackets within four weeks of a fashion show.
Practical application: Requires agile sourcing, flexible manufacturing, and responsive buying strategies.
Challenges: Sustainability concerns, quality control issues, and inventory obsolescence.

Floor Planning – Related terms: store layout, visual merchandising, traffic flow.
Explanation: The strategic arrangement of merchandise on the sales floor to maximize exposure, sales, and
shopper experience.
Example: Placing high‑margin accessories near the checkout to encourage impulse purchases.
Practical application: Uses planograms, heat‑map data, and shopper behavior studies.
Challenges: Limited space, changing product assortments, and the need for regular re‑merchandising.

Gross Margin Return on Investment (GMROI) – Related terms: inventory turnover, profitability, stock
efficiency.
Explanation: A performance metric that measures the profit earned for each pound invested in inventory.
Example: If a product yields £15 gross profit on a £5 inventory investment, the GMROI is 3.0.
Practical application: Helps buyers assess the financial effectiveness of different SKUs.
Challenges: Requires accurate cost accounting and can be distorted by promotional pricing.

Historical Sales Data – Related terms: point‑of‑sale (POS), SKU performance, seasonal trends.
Explanation: Records of past sales transactions used to identify patterns, best‑sellers, and under‑performers.
Example: Analyzing the past three years of sales for denim jeans to determine optimal reorder quantities.
Practical application: Forms the backbone of quantitative demand forecasting.
Challenges: Data may be incomplete, outdated, or not reflective of emerging trends.

Inventory Turnover – Related terms: stock days, sell‑through, replenishment.
Explanation: The ratio of cost of goods sold to average inventory, indicating how quickly stock moves
through the supply chain.
Example: An inventory turnover of 4 means the entire stock is sold and replaced four times per year.
Practical application: Guides buying frequency and safety stock levels.
Challenges: High turnover can lead to stock‑outs; low turnover ties up capital and increases markdown risk.

Key Performance Indicator (KPI) – Related terms: benchmark, dashboard, target.
Explanation: Quantifiable measures used to evaluate the success of buying strategies against set objectives.
Example: Tracking sell‑through rate, gross margin, and GMROI for each product category.
Practical application: Enables data‑driven decision‑making and performance reviews.
Challenges: Selecting relevant KPIs and avoiding data overload.

Lead Time – Related terms: production schedule, supplier reliability, order cycle.
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Explanation: The period between placing an order with a supplier and receiving the goods in the
distribution centre.
Example: A 8‑week lead time for a cotton shirt line from a fabric mill in Bangladesh.
Practical application: Influences buying calendar, safety stock, and promotional planning.
Challenges: Variability due to customs, weather, or factory capacity can disrupt timelines.

Markdown – Related terms: price reduction, clearance, margin erosion.
Explanation: A deliberate decrease in selling price to stimulate sales of slow‑moving or out‑of‑season
inventory.
Example: Reducing the price of a winter coat by 30 % after the season ends.
Practical application: Helps recover some cost and frees up floor space for new merchandise.
Challenges: Impacts gross margin, can devalue brand perception, and may lead to excessive discounting if
over‑used.

Merchandise Allocation – Related terms: stock distribution, centralised buying, regional demand.
Explanation: The process of assigning inventory quantities to different stores or channels based on sales
potential and store performance.
Example: Allocating 200 pairs of shoes to a flagship store and 80 pairs to a suburban outlet based on
historical sales.
Practical application: Optimises stock availability and reduces inter‑store transfers.
Challenges: Inaccurate allocation can cause stock‑outs in high‑demand locations and excess in low‑demand
ones.

Open‑to‑Buy (OTB) – Related terms: budget planning, cash flow, inventory investment.
Explanation: A financial control tool that outlines the amount of capital available for new purchases during a
specific period, considering existing stock and projected sales.
Example: An OTB of £500,000 for the summer season after accounting for current inventory value and
expected sell‑through.
Practical application: Prevents over‑investment and supports disciplined buying.
Challenges: Requires accurate sales forecasts and constant monitoring of actual spend versus plan.

Private Label – Related terms: store brand, exclusive range, margin enhancement.
Explanation: Products manufactured and sold under a retailer’s own brand name, often offering higher
margins and differentiated positioning.
Example: A retailer launches a “Eco‑Fit” line of sustainable activewear designed exclusively for its stores.
Practical application: Enables control over design, pricing, and supply chain.
Challenges: Requires investment in design, quality assurance, and marketing to build brand equity.

Product Lifecycle – Related terms: introduction, growth, maturity, decline.
Explanation: The stages a product passes through from launch to discontinuation, influencing buying,
pricing, and promotional strategies.
Example: A seasonal handbag moves from introduction (high launch spend) to decline (clearance) within six
months.
Practical application: Guides inventory planning and timing of markdowns.
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Challenges: Rapid fashion cycles compress lifecycle phases, demanding swift decision‑making.

Reorder Point (ROP) – Related terms: safety stock, lead time demand, inventory trigger.
Explanation: The inventory level at which a new purchase order should be placed to avoid stock‑outs,
calculated as demand during lead time plus safety stock.
Example: If weekly demand is 200 units and lead time is two weeks, the ROP might be set at 500 units (400
+ 100 safety stock).
Practical application: Automates replenishment and maintains service levels.
Challenges: Mis‑estimated demand or lead time can cause premature or delayed orders.

Seasonal Collection – Related terms: capsule, trend calendar, fashion week.
Explanation: A curated group of garments released to align with a specific season’s climate and style trends.
Example: The Spring‑Summer 2025 collection featuring lightweight dresses, pastel palettes, and breathable
fabrics.
Practical application: Drives promotional calendars and buying windows.
Challenges: Timing the launch to capture peak demand while avoiding early stock‑outs.

Sell‑Through Rate – Related terms: gross sales, inventory on hand, performance metric.
Explanation: The percentage of inventory sold within a given period, calculated as units sold divided by
units received.
Example: Selling 800 out of 1,000 units of a T‑shirt results in an 80 % sell‑through.
Practical application: Indicates product popularity and informs re‑order decisions.
Challenges: High sell‑through may mask low margins; low sell‑through can trigger costly markdowns.

SKU (Stock Keeping Unit) – Related terms: product code, inventory identifier, assortment depth.
Explanation: A unique alphanumeric code assigned to each distinct product item, capturing size, colour, and
style variations.
Example: “DRS‑S‑BLU‑M” could denote a dress, size small, blue, medium length.
Practical application: Enables precise inventory tracking and ordering.
Challenges: Managing a large SKU base increases complexity in forecasting and replenishment.

Sourcing Strategy – Related terms: supplier selection, cost optimisation, risk management.
Explanation: The plan for acquiring raw materials or finished goods, balancing factors such as cost, quality,
lead time, and ethical standards.
Example: Combining offshore production for cost savings with near‑shore factories for rapid response
items.
Practical application: Shapes negotiation tactics and long‑term supplier relationships.
Challenges: Geopolitical shifts, trade tariffs, and sustainability expectations can disrupt plans.

Trend Forecasting – Related terms: style prediction, consumer insight, fashion calendar.
Explanation: The systematic analysis of cultural, social, and economic signals to anticipate upcoming fashion
directions.
Example: Forecasting a resurgence of 90s streetwear based on music, media, and social‑media influencers.
Practical application: Informs design briefs, buying decisions, and merchandising concepts.
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Challenges: Forecasts are probabilistic; misreading signals can lead to mis‑aligned inventory.

Vertical Integration – Related terms: in‑house production, supply chain control, cost reduction.
Explanation: A business model where a retailer owns multiple stages of the production process, from raw
material sourcing to retail sales.
Example: A fashion retailer acquires a fabric mill and a manufacturing plant to produce its own line of
jackets.
Practical application: Increases speed to market and improves margin control.
Challenges: Requires significant capital investment and operational expertise.

Visual Merchandising – Related terms: store presentation, window display, brand storytelling.
Explanation: The art of displaying products in a way that highlights their features, encourages purchase, and
reinforces brand identity.
Example: Grouping complementary accessories around a mannequin to create a complete look.
Practical application: Drives impulse buying and enhances shopper experience.
Challenges: Requires coordination with buying to ensure stock availability and with marketing for thematic
consistency.

Wholesale Price – Related terms: cost price, retail markup, distribution margin.
Explanation: The price at which a manufacturer or supplier sells goods to a retailer, excluding retail‑level
profit.
Example: A garment manufacturer sells a blouse to a retailer for £25; the retailer then marks it up to £45.
Practical application: Forms the basis for margin calculations and pricing strategies.
Challenges: Negotiating favourable terms while maintaining supplier profitability.

Yield Management – Related terms: capacity optimisation, dynamic pricing, inventory control.
Explanation: A revenue‑maximisation technique that adjusts pricing and inventory allocation based on
demand fluctuations.
Example: Raising the price of a limited‑edition handbag as stock diminishes and demand intensifies.
Practical application: Increases profit on high‑demand items and clears low‑demand stock.
Challenges: Requires real‑time data and can alienate price‑sensitive customers if not managed carefully.

Zero‑Cost Inventory – Related terms: consignment, vendor‑managed inventory, stock on loan.
Explanation: Merchandise that a retailer holds without purchasing upfront, paying the supplier only after the
goods are sold.
Example: A boutique displays a designer’s shoes on consignment, paying the designer only for units sold.
Practical application: Reduces financial risk and expands product range without capital outlay.
Challenges: Complex accounting, reliance on supplier performance, and potential for reduced margins.

ABC Analysis – Related terms: inventory categorisation, Pareto principle, stock prioritisation.
Explanation: A method of classifying inventory into three categories (A, B, C) based on value and turnover,
where “A” items are high‑value, low‑quantity, and “C” items are low‑value, high‑quantity.
Example: Identifying luxury coats as “A” items, basic tees as “C” items, and mid‑range jackets as “B” items.
Practical application: Focuses management attention on critical SKUs and optimises ordering policies.
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Challenges: Requires accurate data; mis‑classification can misallocate resources.

Brand Positioning – Related terms: target market, value proposition, competitive advantage.
Explanation: The strategic placement of a brand in the consumer’s mind relative to competitors, defining its
unique attributes and price tier.
Example: Positioning a label as “affordable luxury” that offers premium fabrics at mid‑range prices.
Practical application: Guides buying criteria, product selection, and marketing messaging.
Challenges: Maintaining consistency across product lines and adapting to evolving consumer expectations.

Clearance Sale – Related terms: final markdown, inventory liquidation, discount strategy.
Explanation: A promotional event aimed at selling remaining stock at reduced prices to free up space for
new merchandise.
Example: Offering a 70 % discount on last‑season coats during an end‑of‑season sale.
Practical application: Generates cash flow, reduces carrying costs, and improves inventory turnover.
Challenges: Excessive discounts can erode brand perception and lower overall profitability.

Cost of Goods Sold (COGS) – Related terms: direct costs, production expense, gross profit.
Explanation: The total expense incurred to produce or purchase the goods that a retailer sells during a
period, including material, labour, and freight.
Example: If a dress costs £15 in fabric, £5 in labour, and £2 in shipping, its COGS is £22.
Practical application: Essential for pricing decisions, margin analysis, and financial reporting.
Challenges: Accurate allocation of overhead and handling fluctuations in material costs.

Drop Shipping – Related terms: direct fulfilment, third‑party logistics, inventory‑free model.
Explanation: A fulfilment method where the retailer forwards customer orders to a supplier, who then ships
the product directly to the buyer, bypassing the retailer’s warehouse.
Example: An online boutique sells a designer bag; the manufacturer ships it directly to the customer upon
order receipt.
Practical application: Reduces inventory holding costs and expands product range with minimal risk.
Challenges: Limited control over shipping times, quality assurance, and return handling.

Fashion Calendar – Related terms: show schedule, collection release, trend timeline.
Explanation: The annual timetable of major fashion weeks and industry events that dictate design, buying,
and merchandising cycles.
Example: London Fashion Week in February sets the tone for the upcoming Autumn/Winter collections.
Practical application: Aligns buying windows, sample acquisition, and product launch dates.
Challenges: Global events, such as pandemics, can disrupt traditional scheduling, requiring flexibility.

Gross Margin – Related terms: percentage profit, selling price, cost base.
Explanation: The difference between selling price and COGS expressed as a percentage of the selling price,
reflecting profitability before overheads.
Example: Selling a jacket for £120 with a COGS of £48 yields a gross margin of 60 %.
Practical application: Sets pricing targets and assesses product performance.
Challenges: High gross margin does not guarantee overall profit if operating expenses are high.
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Inventory Management System (IMS) – Related terms: ERP, stock control software, real‑time data.
Explanation: A digital platform that tracks inventory levels, movements, and valuations across the supply
chain, providing analytics for buying decisions.
Example: Using an IMS to automatically flag low‑stock SKUs and generate purchase orders.
Practical application: Improves accuracy, reduces manual errors, and enhances visibility.
Challenges: Implementation costs, user training, and integration with existing systems.

Just‑In‑Time (JIT) Purchasing – Related terms: lean inventory, minimum stock, responsive supply.
Explanation: A strategy that schedules deliveries to arrive exactly when needed for production or sale,
minimizing inventory holding.
Example: Ordering fabrics to arrive a week before the cut‑and‑sew process begins.
Practical application: Cuts storage costs and reduces waste.
Challenges: Highly dependent on reliable suppliers and accurate demand forecasts; disruptions can halt
production.

Key Account Management (KAM) – Related terms: strategic partnership, volume negotiation, long‑term
contracts.
Explanation: The practice of nurturing relationships with high‑value suppliers or retailers to secure
favourable terms, consistent supply, and collaborative product development.
Example: A buyer works closely with a denim manufacturer to co‑create a signature wash exclusive to the
retailer.
Practical application: Drives mutual growth, reduces risk, and can yield exclusive product lines.
Challenges: Requires dedicated resources, clear communication, and alignment of business objectives.

Market Segmentation – Related terms: demographic profiling, consumer personas, targeted buying.
Explanation: Dividing the overall consumer market into distinct groups based on characteristics such as age,
income, lifestyle, and fashion preferences.
Example: Segmenting customers into “trend‑savvy millennials” and “classic‑oriented professionals.”
Practical application: Tailors assortment, pricing, and marketing to each segment’s needs.
Challenges: Over‑segmentation can complicate inventory planning; under‑segmentation may miss niche
opportunities.

Minimum Order Quantity (MOQ) – Related terms: batch size, supplier contract, economies of scale.
Explanation: The smallest number of units a supplier is willing to produce or sell in a single order, often
dictated by production efficiency.
Example: A fabric supplier requires a MOQ of 2,000 meters for a custom print.
Practical application: Influences budgeting, product costing, and inventory levels.
Challenges: High MOQs can lead to excess inventory and increased carrying costs for small retailers.

Net Purchase Price – Related terms: discounted cost, trade terms, effective price.
Explanation: The actual amount paid for goods after accounting for discounts, rebates, freight, and other
adjustments.
Example: A wholesale price of £30 reduced by a 10 % trade discount and £2 freight results in a net purchase
price of £25.
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Practical application: Provides a realistic cost basis for margin calculations.
Challenges: Complex negotiations and fluctuating freight rates can obscure true costs.

Obsolescence Risk – Related terms: fashion turnover, stock ageing, write‑down.
Explanation: The possibility that a product becomes unsellable or loses value due to changing trends,
seasonality, or market saturation.
Example: A neon‑colored jacket from last summer may become unsellable as muted tones dominate the
next season.
Practical application: Drives proactive markdown planning and agile buying.
Challenges: Predicting the speed of trend cycles and managing excess inventory without heavy discounting.

Order Lead Time – Related terms: procurement cycle, supplier response, delivery schedule.
Explanation: The total time from issuing a purchase order to the receipt of goods, encompassing
production, packaging, and transport.
Example: An order lead time of 12 weeks for a bespoke silk scarf line.
Practical application: Shapes buying calendars and safety stock calculations.
Challenges: Inaccurate lead‑time estimates can cause stock‑outs or excess inventory.

Pricing Strategy – Related terms: penetration pricing, premium pricing, price elasticity.
Explanation: The systematic approach to setting product prices based on market positioning, cost structure,
competitor behaviour, and consumer perception.
Example: Using a premium pricing strategy for a high‑end leather handbag to reinforce exclusivity.
Practical application: Aligns with brand identity and profit objectives.
Challenges: Balancing competitive pressure with margin goals, especially in volatile markets.

Quality Assurance (QA) – Related terms: product testing, standards compliance, defect reduction.
Explanation: The set of processes and checks undertaken to ensure that merchandise meets predefined
quality standards before reaching the consumer.
Example: Conducting a colourfastness test on a line of cotton shirts before shipment.
Practical application: Minimises returns, protects brand reputation, and ensures regulatory compliance.
Challenges: Additional time and cost, especially when dealing with overseas suppliers.

Retail Footfall – Related terms: store traffic, customer count, conversion rate.
Explanation: The number of visitors entering a retail location within a given period, a key indicator of
potential sales volume.
Example: Measuring footfall during a weekend sale to assess the effectiveness of promotional signage.
Practical application: Helps allocate staffing, plan displays, and forecast sales.
Challenges: External factors such as weather, local events, or economic conditions can cause fluctuations.

Safety Stock – Related terms: buffer inventory, stockout protection, service level.
Explanation: Extra inventory held to mitigate the risk of demand variability or supply delays, ensuring
product availability.
Example: Keeping an additional 10 % of a high‑turnover SKU as safety stock.
Practical application: Improves service levels and reduces lost sales.
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Challenges: Increases holding costs and can become obsolete if demand shifts.

Seasonal Index – Related terms: trend seasonality, adjusted forecast, periodic factor.
Explanation: A coefficient that reflects the relative increase or decrease in demand for a product during a
specific season compared to the average demand.
Example: A seasonal index of 1.3 for swimwear indicates 30 % higher demand in summer months.
Practical application: Adjusts baseline forecasts to account for predictable seasonal peaks.
Challenges: Sudden weather changes or unexpected events can distort the index.

Supplier Scorecard – Related terms: performance metrics, vendor evaluation, continuous improvement.
Explanation: A structured assessment tool that rates suppliers on criteria such as quality, delivery reliability,
cost competitiveness, and sustainability.
Example: Rating a fabric supplier 4.5 out of 5 for on‑time delivery but 3.0 for sustainability practices.
Practical application: Informs strategic sourcing decisions and contract negotiations.
Challenges: Requires consistent data collection and may strain supplier relationships if not communicated
constructively.

Turnover Ratio – Related terms: sales velocity, inventory efficiency, stock movement.
Explanation: The ratio of total sales to average inventory value, indicating how effectively inventory is being
converted into revenue.
Example: A turnover ratio of 5 means the inventory value turns over five times per year.
Practical application: Benchmarks performance across categories and guides inventory optimisation.
Challenges: High turnover may indicate under‑stocking, while low turnover may signal over‑stocking and
potential markdowns.

Vendor‑Managed Inventory (VMI) – Related terms: collaborative replenishment, stock ownership, shared
data.
Explanation: A supply‑chain arrangement where the supplier monitors retailer inventory levels and makes
replenishment decisions on the retailer’s behalf.
Example: A shoe manufacturer automatically ships additional pairs when the retailer’s system signals low
stock.
Practical application: Reduces administrative burden and improves stock availability.
Challenges: Requires trust, data transparency, and clear service‑level agreements.

Wholesale Margin – Related terms: distribution profit, markup, cost structure.
Explanation: The percentage profit a wholesaler earns on the difference between the purchase price from
the manufacturer and the selling price to the retailer.
Example: Purchasing a handbag for £40 and selling it to a retailer for £60 yields a 33 % wholesale margin.
Practical application: Determines pricing strategies for distributor channels.
Challenges: Balancing competitive retailer pricing with sufficient margin for the wholesaler.

Yield – Related terms: production efficiency, fabric utilisation, waste reduction.
Explanation: The proportion of usable product obtained from raw material, often expressed as a percentage,
reflecting manufacturing efficiency.
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Example: Achieving an 85 % yield when cutting patterns from a fabric roll, meaning 15 % waste.
Practical application: Influences cost calculations and sustainability goals.
Challenges: Complex patterns, fabric defects, and cutting inaccuracies can lower yield.

Zero‑Based Budgeting – Related terms: cost justification, budget allocation, financial planning.
Explanation: A budgeting approach that starts each period from a “zero” base, requiring justification for
every expense rather than adjusting previous budgets.
Example: A buying department must justify each proposed purchase, not just incremental changes from last
year’s spend.
Practical application: Encourages cost control and alignment with strategic priorities.
Challenges: Time‑intensive and may overlook long‑term investments in favour of short‑term savings.
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