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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS

WHALECO INC.

Plaintiff,

No.

V.
SHEIN US SERVICES, LLC, SHEIN JURY TRIAL DEMANDED
DISTRIBUTION CORPORATION, and
ROADGET BUSINESS PTE. LTD.

Defendants.

COMPLAINT

Plaintiff Whaleco Inc. (“Temu” or “Plaintiff”), by its attorneys, Boies Schiller Flexner
LLP, bring this Complaint against Shein US Services, LLC, Shein Distribution Corporation, and
Roadget Business Pte. Ltd. (collectively, “Shein” or “Defendants™) and alleges, upon personal
knowledge as to events or actions taking place in its presence, and upon information and belief

as to all other events or actions, as follows:
NATURE OF THE ACTION

1. Temu and Shein are at the vanguard of ultra-fast fashion, where technology and
highly efficient supply chains meet to satisfy consumer demand for cutting-edge fashions at
ultra-low prices. The speed of communications and rapidly changing consumer preferences and
fashion have created strong consumer demand for the ultra-fast fashion business model.
Critically, that model relies on relationships with tens of thousands of clothing manufacturers

capable of meeting the rigors of the ultra-fast fashion business model.
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2. Temu and Shein both have extensive experience with ultra-fast fashion in Asian
markets. Shein entered the United States market in 2017 and obtained a monopoly position.
Temu entered the U.S. market in September 2022. Temu quickly became U.S. consumers’
favorite ultra-fast fashion retailer, topping the app store charts and consistently offering lower
prices than Shein. An analysis of identical products that were offered on both Shein and Temu’s
platforms showed that the prices on Temu were usually 10-40% less than those on Shein.

3. In response to Temu’s entry and lower prices, Shein chose not to compete on the
merits by offering better prices, terms, service, or quality to maintain or expand its U.S. business.
Instead, Shein has undertaken a Scheme as alleged herein to protect and expand its power in the
United States ultra-fast fashion market.

4. Specifically, Shein has engaged in a campaign of threats, intimidation, false
assertions of infringement, and attempts to impose baseless punitive fines and has forced
exclusive dealing arrangements on clothing manufacturers. As the dominant ultra-fast fashion
retailer, Shein knows that manufacturers need Shein’s volume and its access to the U.S. market
and it is, therefore, able to coerce manufacturers into arrangements that force manufacturers not
to do business with Temu. The intent and effect of Shein’s anticompetitive conduct is to exclude
Temu so that Shein can charge higher prices to consumers while offering a smaller selection and
lower quality than Shein would if it faced competition from Temu.

5. As detailed below, Shein’s conduct violates Sections 1 and 2 of the Sherman Act,
the Clayton Act, as well as the Massachusetts Consumer Protection Law, and further constitutes
common-law tortious interference. Shein’s Scheme harms consumers and competition by raising
prices to consumers, restricting choice and innovation, and impairing the expansion of the ultra-

fast fashion market in the United States.

DOCKET

A R M Find authenticated court documents without watermarks at docketalarm.com.



https://www.docketalarm.com/

Case 1:23-cv-11596-DJC Document 1 Filed 07/14/23 Page 3 of 38

BACKGROUND

6. On December 24, 2022, as the peak shopping season in the U.S. was about to take
a short break to celebrate the holidays, The Wall Street Journal published an article dedicated to
a retailer that had entered the market only three months prior. “American Bargain Hunters Flock
to a New Online Platform Forged in China” read the headline. The byline continued, “Temu, a
marketplace with deep discounts and copious coupons, has become the most downloaded app in
the U.S.”

7. Temu entered the U.S. market in September 2022. Its goal: To drastically reduce
consumer prices and increase responsiveness to new fashion trends and consumer demands.

8. On February 12, 2023—Super Bowl Sunday—Temu took out two spots to run a
commercial depicting a young woman buying a number of dresses and other apparel at
affordable prices and finishing with the message “shop like a billionaire” in reference to the

affordability of the clothing and other items available on the app.
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0. Until Temu’s launch, Shein comfortably dominated the segment of the fashion
industry generally referred to as the ultra-fast fashion market in the United States.

10. The ultra-fast fashion business distinguishes itself from fast fashion by offering
not only an overwhelming number of products, but also frequently replacing those products with
new designs. Unlike high-end fashion—which is characterized by exclusivity, high prices, and
slow style refreshes—ultra-fast fashion offers a huge number of ever-changing styles for
extraordinarily low prices.

11. As it announced during the Super Bowl, Temu had entered the market to provide
U.S. customers with another option for affordable, quality products on its own website and
mobile app (the “Temu Platform™). Temu’s demonstrated ability to offer hundreds of thousands
of new and frequently updated products at low prices poses a direct competitive threat to Shein.

12. There has been quick public recognition that Temu is creating a competitive
constraint on Shein.!

13. Temu is better situated than any other firm to challenge Shein’s dominance and
deliver better consumer value.

14. Though new to the U.S., Temu’s affiliated companies are some of the most
successful online retailers. Shein is well aware that Temu has the experience and ability to
identify and source from the most efficient apparel manufacturers and build an agile business
model that offers an ever-evolving product line to lure customers to its platform. Temu’s entry
into the U.S. market was, therefore, a disruption to Shein’s easy dominance in ultra-fast fashion.

As a result, Shein now views itself as being “at war” with Temu and has engaged in an elaborate

! THE CHINA PROJECT, Temu vs Shein: Which platform will rule the ecommerce world? (March 17,2023)
(available at https://thechinaproject.com/2023/03/17/temu-vs-shein-which-platform-will-rule-the-ecommerce-
world/.

DOCKET

A R M Find authenticated court documents without watermarks at docketalarm.com.



https://thechinaproject.com/2023/03/17/temu-vs-shein-which-platform-will-rule-the-ecommerce-world/
https://thechinaproject.com/2023/03/17/temu-vs-shein-which-platform-will-rule-the-ecommerce-world/
https://www.docketalarm.com/

Case 1:23-cv-11596-DJC Document 1 Filed 07/14/23 Page 5 of 38

and anticompetitive Scheme aimed at stymieing Temu’s business. The U.S. market is the

primary theatre of this war.

15. Faced with direct competition from another platform capable of taking on its

business model, Shein retaliated with exclusionary conduct to lock up the supply chain, and

directed other unlawful conduct at Temu to undermine its ability to offer similar products at

prices that are consistently lower than Shein’s. Specifically, Shein has implemented at least four

strategies geared toward stifling competition from Temu (collectively, the “Scheme”):

(@)

(b)

(©

(d)
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Shein forces manufacturers to enter into adhesion agreements that
effectively create exclusive supplier relationships with Shein and threatens
manufacturers with onerous fines and penalties if they supply product to
Temu;

Shein forces manufacturers to sign loyalty oaths certifying that they will
not do business with Temu, but which are silent as to any other competitor
or potential competitor;

Shein issues public penalty notices and imposes extrajudicial fines on
disobedient manufacturers for supplying product to Temu, practices that
simultaneously punish manufacturers that dare to do business with Shein’s
closest competitor and warns other manufacturers that Shein will not
tolerate any manufacturer’s doing business with Temu; and

Shein sends numerous false notices of copyright infringement to Temu in
order to disrupt sales of products that are offered for sale on Temu. These
notices are almost always aimed at products that Temu sells at lower prices

than Shein charges for identical or similar products.

Find authenticated court documents without watermarks at docketalarm.com.



https://www.docketalarm.com/

Nsights

Real-Time Litigation Alerts

g Keep your litigation team up-to-date with real-time
alerts and advanced team management tools built for
the enterprise, all while greatly reducing PACER spend.

Our comprehensive service means we can handle Federal,
State, and Administrative courts across the country.

Advanced Docket Research

With over 230 million records, Docket Alarm’s cloud-native
O docket research platform finds what other services can't.
‘ Coverage includes Federal, State, plus PTAB, TTAB, ITC
and NLRB decisions, all in one place.

Identify arguments that have been successful in the past
with full text, pinpoint searching. Link to case law cited
within any court document via Fastcase.

Analytics At Your Fingertips

° Learn what happened the last time a particular judge,

/ . o
Py ,0‘ opposing counsel or company faced cases similar to yours.

o ®
Advanced out-of-the-box PTAB and TTAB analytics are
always at your fingertips.

-xplore Litigation

Docket Alarm provides insights to develop a more
informed litigation strategy and the peace of mind of

knowing you're on top of things.

API

Docket Alarm offers a powerful API
(application programming inter-
face) to developers that want to
integrate case filings into their apps.

LAW FIRMS

Build custom dashboards for your
attorneys and clients with live data
direct from the court.

Automate many repetitive legal
tasks like conflict checks, document
management, and marketing.

FINANCIAL INSTITUTIONS
Litigation and bankruptcy checks
for companies and debtors.

E-DISCOVERY AND

LEGAL VENDORS

Sync your system to PACER to
automate legal marketing.

WHAT WILL YOU BUILD? @ sales@docketalarm.com 1-866-77-FASTCASE




