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SPECIAL REFORT

Exclusively for everybody

The modern luxury industry rests on 2 paradox—butis thriving
nonetheless, says Brooks Unger

AT THE TRAN{G TIEN FLAZA shopping mall in Hano!, Vietnam's capital,
on some evenings a curious spectacls unfolds. Couples in wedding fin-
ey pose for photographs in front of luminated shop windews, with Sal-
wvatore Ferragamo, Lowis Vuliton and Gueel offering the sort of backedrop
for romance more wswally provided by the sea or the mountaing. The
WomEn are ot wearing Fomagamo's Yara pumps, with thelr distinetive
bewes, or wobing Vabiton's sublly monogrammed handbags. They cannot
aford thern. Tran Van Cuon, who sssembles mobile phones at a Sam-
sung fctory, posed with his fancée mn a brown suit and bow Ge Gt coss
hom the equivalent of $150, Some day he hopes to become a customer in
the mall Untl then, hewill proudly display the photos in his home,

n‘.[? sturnble lln:mss &n out
peoest of Eureptan luspury in arela-
trvely poor and noounally social-
ist country 15 not afl that sur-

ng. Luxurees swch as silk have
travelled long distanoos for many
eenmines, and “ﬂrﬂm hax-
ury-goods makers paur-
suirg wealth 1 new places for
more than & <entury Georges
Vuitton, son of Louss, the imven-
tor of the world's most Bimous
luggage, showed off the com
pary’s latiopped trunks (betber
for stacking than tredueonal
round-topped ones) at the Chica
g0 World's Fair 1n 1593 The ol
ricih Middle East nac been & mag-
net for expensive foreign minkets
ginee the 1960% The Japanese be
came insatisble consurmners in the
15705 Today, two in frve Japanese
are thought to own & Viotten pro-
duct. And now s China'sturm to

lap up s

As huury-goods sales have ex ed geographically, they have
also spread across the social scale. Coos Chanel crexted Ber No. 5
perfume i herwicsshe reserved if for her best couture chients, butmthe
followmng decade she sold i in smaller bobiles o that more women conld
afford ot Cartier's “Les Must™ jewellery in the wpas put the brand within
reach of consuemmers who could only yearn for Panthére neckizces and
Tank waiches. Many other brands followed Cartier's sorfie di tenple (de-

soent Gom the termplel, seeking to brosden ther appeal while retaining
theiz cachet. Notall succseded.

Cwes the past 20 years the number of s CONSUMATE
wordwide has more than reblad o y30m, socordeg to Bain & Company,
a consulnng irm. Thelr spending on expensive iewelery, watches, doth-
g, handbags and 3o on hasrisen st dotble the rate of global onr. Most
of these new buyers arz not the very rich but the merely prosperos, with
incomes of up toSiso,000 (fuis000) Shares of hated ooy companies
have fsr outperforreed those of other coryparies (see chant, next pagel.

Consurmess' rush 1o quality bascreated billonsures at o rate that -
icon Valley might enny, emong the main shazchol ders of uxu-

rg.rmnsin:num that have gathered together many of the bestkoown
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LUSUREY

The future of luxury

Experience counts

Providers of luxury need to offer more than axpensive

baubles to take advantage of a growing market

*TEM YEARS AGO you would have auctoned handbags.”

Ben Elhiad, the boss of Cuntessentiaily Group, @ concege
servioe thathelps the nich organise thewr lives, 15 explunang a shifi
in the way that money & mised for chanty These days & lodka-
bout with David Beckham, o7 perhaps & tnp from Yenice
1o Rome, would be more effective: "It's about the bragpng rights
of domg something others can't do™ he says.

If wd consurners are shifing their preferences
fram 1o handlebars, makers of loury poods need to
pay atiention. The rich sef ends, and their notons of hooury
trickle down. BEUropesn consurners now “put rmors vahue on in-
ward things™, MrElliot thinks Revenues of upmarket hotels this
year are expected to grow by 9%, four times the mte of haoury
goods sabes. Bven the Chinese are tilting a bat from hanang to be-
ing. during thes year’s Golden Week, an autuman season of con-
centrted consumies frenzy, the number of transachons in shops
was 30% up on last year but thet i restaurants and hotels rose by
%, to UnionPay, a payment-card company

What qualifies as an experiende people are prepared to pay
for 15 also changing, 1o something more elaberate, move private
and pametmes sven stripped almost bare of conventional com-
focts. Dawid Leppan, a South Afncan-born millionaire, is not
ruach interested 1n conventional haoary, but reclooned that a re-
cital by Plisdo Domings af Seville's Alodzs palsce, arranged by
Netfets, & firm (hat hires ouf private planes, was “pretty much
priceless®. Mr Elliot's colleagues at Quntessentally cite the Ant-
arctic [oe Marathon as the som of actrvity s clients appreciate.
Swnsh hotels nudge guests away from the famibar to the authen-
tic. “Luoury can be the absence of strawbernes in wnrtertme,”
says Frank Marrenbech, who runs the Oether Group's cham of
hotels. Hus cheds prefes 1o offes seasonsl fruit

In & YouTube video for Johnnie Welker Blue, a top-ofthe
range whitky, two fnends (played by Jude Law and Giancardo

Just for you and me

Giannind swap ownership of a
beautiful old sailing boat on the
basis of unlikely wagers. If owne
ership does become separie
ey erypoyrnent, makers of hux-
ury goads will Eave something
o worry about That momend
may not have prrived yet but a5
consumers beoome more sceph-
cal, more ducnminating and
mane nierested in EXpEriEnoes,
itis cormung closer.

It it nod as thewegh the nch
have stonped buying stuff. The
average billionsire owns Séme
worlh of heoury poods, not 10
mention yachts worth $Em, ac-
cording to Wealth-x, a research
frm founded (and later sold) by
Mi Leppan. Bui increamngly
such purchases fore part of an
experience Inthe video M Law
needs a new made-tormeasue
sl for the dance that will win
hairn thie bet on the boat. Sawedr
Beds, & Britgh Snm, s making a
rotating bed for the new owner
of & French chiiteou $o that he

can enjoy the view bath of the
mnuu:gngmml and of
the fireplace on opposte

will Sellers of less bulky oo

ries who reake bespoks products for their best chents often add
events fo their offering. Ferragamo, the Halinn sheemales,
treated ms favourite Chinese customers toa top (o its workshop
i Florence.

HMake it special

Most consumers are not in that league. More than a third of
hoxury handbags sell for less than €500, The ranks of people
who covet such s are destined to grow, once nooked, they
wll trade up. Globally, MeKmsey expects the number of big-aty
households in emenging markets with incomes of more than
$70,000 & yeart wtreble by 2005

Malkers of lovury havs mmmﬁﬁu&lﬂt paradox of
industnal crallzmanginp cin be pushed $o bur. T cnpsvante
new cients and keeo the older ones on board, beands will have
1o irvest sh with 8 sense of oocasion and gpve ondinary
customers some of the individual attention they Rave loashed
on their i sndingones Increasinghy, that iswhat they are
doing When Bus lnunched a perfizrme in Szptember, i gave
customérs 4 chance to inscribe dowles wath their own initals,
both i shops and endive.

Cansurmess sill want to heas the story that Loy tells,
haps mone than ever a5 the world comes ip seem mone moos
and mase-produced In Londoa's Savile Row & small crowrd of
en and wamen, nattly dlad in mid-aoth-oentary garb, ecently
siaged a demonstmtion sgainst two shops seliing cothes by Abe
eréromble & Fitch, an Amencan fashion chan “Groe Three-Fiecs
& Chance,” demanded their placards. To the demonstratons, the
intruder was the antithess mﬂtmvﬂ.ﬂ#-ln-mm fal-
locing. "We're not propés Savile Row-type people,” sukd the prot-
ests organiser, Gustey Temple, who edits an obstreperously nos-
talgic magenine called The Chap. “But we hope to be one day”
Thé brides of Trang Tien Plaza would understand. ®
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T E 2 a5 thiey get more expensive because thiy

R e el o o o
] EvEnon are

—r—— T Ty R g, e lummmman-mldmmﬁ iy
Tachey Croses L2 2 P Funsls Luxury companies o 5ot T
s Wdo 113 o o owen agenda, Their creative directors over-
food - L priane o 20,3 P o B O see both the development of new pro-
fr WS pod i 723 i : . ducts and the way they are in
sk L Moy R magernes, shop windows and online.
tokk | Fersona! 1A -t 114 “We oxe not going o let people influence

1 lsmary ,&E

gesetd " the vision," says Fatrick Albaladejo, depu-

ty muanaging director of Hermes, a French
heoury house 50 august it clalms not 1o
have & marketing depariment.

Lusury commpanies often get the
ot ettention for the things they seil least
of Kard eld, Charnel's creative direc:
tor, reede headlimes this year by sending
hismodels down a catwalk decked out es
a ey shop. But “the bread and butter
of the compary are chemicals" explaing
Armmando Branchind of the Alagamma

Foundation, which represents Italian hux-

¢ brinds. They incdude Bernard Amault, a French tycoonwho con-
trals Dvais, owner of Louks Visitton, Mo#t & Chandon cham-
pagne and a ot of other brands, and his ival Frangods-Henn Pi-
nault, whose Kering group owns Guedd, & big Ralian
leathér-goods maker. Mick Hayek's Swatch Group and Johann
Fupert's Richemont (Cartfer’s owmer) are powerhouses in
watches and jeweliery Among the owmners who have made for-
turies from selling stakes to investors in the past few years are
Brunello Cucinelli, whose epemymous company makes casual-
chic clothang at serious prices, and Remo Eulfind, a fellow [alian
who floated Moncler, a maker of down jackets.

Personal iusury goods are just one small cormer of this em-
pire of opulence. Upmaroet eptens can be found 1 industries
frorn health care o banking, though most analysts leave such

out of their reckomng, Using copsurness” own penception
of consttutes hooary goods and services, the Beston Con-
sulting Group reckons thet S8 milion was spenton such ftemsin
2z The biggest category 15 wavel, followed by cars and then
personal luxury goods. Baimn comes up with a smaller sum fora
mmﬂ of sectons fee chart). But luxury's boundaries are

Thus

hotly dispused.
£ will compentrate on

special repont goads,
which Bace the tricky ek of trying to achieve global scale whale
maintaning the aMmsan roots thet grve them ranty appeal. Ultra-
expensive cars will make only a bnef appeamnce, and yachts
will just sl by on the hortzon: globally, enbyag.000 people are

able to afford & really bag one. But the report will include such
fast-grownng “expenential™® sectors ashotels and wine, which are
prowing Faster than e buy and own.

To view the word through the lens of huxury is 1o see it

subtiy alttered. Some of the normal rules do not apply to haxury-
goods makers, even though in many ways they are similar to oth-
erconsumer-gosds companies, The costof produstion s notusu-
alby a prime concern and capiiziinvestooent is geremlly modest,
exgept for watches, A really prestigious item can be a “Veblen
pood®, named after an American sconomist bom mn the mid-oth
weniury whonotced that demand for some goods actually rises

uiy Erms. Luxusy &nd cosmet-
ie% ane thought to ascaunt for oer half of
Emﬁcﬁmh hus

Duageo, a company;, has 4
“Reserve™ division that gives special at-
k. They e Aot trough tha paiat uvion f e

Thery are marketed thra nahent cultivation of the
voolest bars and influential “sdvocates™ “You need 1o be a black
beltin relationshaps when it's about honery” says James Thomp-
som, whio muns the diviston.

Luxury’slens does odd things to the map as well, Burope is
still the pre-eminent maker; 115 brands secount for 70% of the
wotld's luxury consumplion. Gerrmany matters in cars and
yvachis, bat the real powerhouse 15 Baly which serves s the
wotkshop for French fashson and [eather goods as well a5 iis
own. Luxury 15 "one of the few mdustnes whes Esrope bas g
sustamable competrtve gdvantags”, savs Michas Werd, manpg-
ing direcior of Harrods, a posh London d store, Amert-
ea s both an underexplored market, pven e wealth, and a base
for brash competrions such at Coach, Michael Hors and Kate
Spade, which are estabhshed brazdswath
amoreafordsbletakeon China, alneady & vorachous (on-

surmier, i just beginning to stiras an exporter.

The pope doesn ™ wear Prada

Of lnse, though, the champagne has gone a but Bat, The war
in Ukraine and the sencons imposed on Russia in respoqse
have puteff rich otizens of that country among the pddiest now
consurpers, The Jpanese went on & spree sarly s year ahead
uf:rﬁtiﬂﬂmﬂdﬂdnﬂ}mﬂmd spending The Eboln
epademic in A and moo-democracy profests in Hong Kong,
whers Chinese mainlanders do much of thewr shopping, have
unnerved conswrnens. Mestimportant, shower economiz growth
and the ant-corruption campaign mounied by Xi inping, Chi-
na's leader, have dompened the spirits of Chanese shoppers,
who now account for neardy a third of the glokal demand for per-
sonal lweoury goods. The share prices of recently listed haxury
companies kave fSlien by & quarter this year. Afer two decades
when annual geowth aversged neariy 6%, the rate this year will
bejust 2%, predict Bain and

Thess criges ¢ome on top of more profound

changes. One of then is & shift from “having® to “being”™, espe- B

The Economist December 15th 2014



¢ clally in dch countries, where the well-off are becoming less
keen on owning and more interested in experiencing things.
Consumers in Ching are turning from monegrammed showi-
ness to subtler elegance, Younger people everywhene have their
oo bdeas about how to consume huoary, helped by social me-
dia and é-commernce, Inequakity s growing concern from Berlin
to Berfing Last year & pope whose red shoes were widely Gut
wronghy) tte have been made by Prada, an Italian fashion
house, gave way 10 one who shuns the Agostolic Palace for a
thouse. That caprures the mood and contrbutes 1ot
Sehnety has bypassed same sectars, incheding fine wine
ard wxpensve cars. Yacht sales, 100, are bucyant kgain after a
periad m the doldrums in the lare 20004, and today's vachtsmen
after add a helicopser or ranto ther order. But recetly subsanes
% WINPT OVer STyl
In some ways, today's preoscupation with sustalnabiliny
plarys et the hamds of hoourygoods makers. With their ample
mazgins, they can afford 1o reduce the environmental damege
thew cause. “Luury can show the path that anewers the majoris-
sues of our century,™ argues Mane-Claire Daveu, Kering's sus-
tainability chief By and larpe. makers of hicury goods employ
European workers mther than sweatshop serls in Bangladesh
The kiey trend noew, says Biageo’s Mr Thompson, is “away from
show for its own sake towands inowledge, appreaiation, cnaft

SPECIAL REPORT

LUxuRY

Defmtions

A rose by many names

Why luxury is so hard to pin down

WHAT EXACTLY IS luxury? The concept is both slippery

and divistve, not least becis $0 MARY purveyons with o
Loy clakmn to dt It s adjacent to excert, enjoyment of it may be
speakshallowness, and those who postess it are often undesery-
img Luxury makers need to dissipane such doubis

A hooury has becorn e more widespread, defining [t haspoi
herder. The language associated with it s replese with qualifiers.
It can be “suthentic™, "ahsolute™, "aspiretional™ or “afordable”.
Jean Cassegrain, the chief executive of Longchamp, & leather-
goads and dothing company, positons has “optimistc uxury™
brand between affondable Amerdeans such as Coach and the
more wpmarket Lous Vattion. Parts of this undverse, ke haute
coachre and Aoe Rorlogenie (the watchmaking version), have or-
ganisations to back them up, but they beave a lot out, such as

ind hertage—something with a slory™ = ready-to-wean clothing Altagamma, which produces annual re-
‘Saintly or sinful? e el
o R ! N _. S IS T TR
::'__|;~'.‘!':“_'_;.'_E:|i-;‘_.'j.|"|..f|'|_.;.'.':'._-l|_.I_':._',.!_' noircles i ’ J — T '-“J?-"J-.* sl
LLTERY HAS A long pedigoon. Homarswir-  “bedbioniss™ s rauments that the b port of mmuhwﬂm
aors saughteed each obher for 1 laxwry goods rriabinrd the economny by “Your cannat sped iy in lxury waout
« misch s ferghery, Priam, the Trajan resrves. A eardury laber duing geod to the poon” For these tishens,
wassemiibed “babve rebia, handsoive, rich Aagn Servith ard Davvied Hum e pasiinyed Figeairy wadll o wp with commeroa Hhe sy, -
" brocadus” and “a magnifipentomp thoThee-  kury 252 sput toindustry and bo sodial peace anvd soqsl modility.
oS gave bimonte” a3 pertofa ressom for  oo~pperation. It s “poodiar” to “ polisived Pty thve vl th ey woene wesbing, the
+ Hive return oF the body of s falken son, and.. howriows ages” thet “industry, kstad-  Fressh
£actor, More often, though, bugry heshesn  edgwand humenityareinked togotherbyan  the modem by industry.
i 5@ mepde: Lo merbisl spdrit and Endissoluble chain,” verote Hume in hisessay,  Cotbest Lowli XS fimenca nmnivis, taoed
sl Cheistians associnted Lpoarywith  “OF Refnemientin the Arts” (orkgi called  Emponts, offened surraies and enforced
nfill setf-Enduigence. Inthe resswindowof  “0F Luxury™). Samued Jobinses qusbbpstandsrds o
gmm lowry is represeated “asa hﬁh-ﬂ“ﬁht '.1;
biwoman tivating herself in front of a mimes™, wily S Birgs courly
_says Chrishopher Bory I his study “Tha Jdea “Pashion is to Frenpaawimt |
:mm\«'-ﬂ&iﬂhuﬂ. - e goldmines of B Syl " e -
Sumphusry [ wire ddsed over the procaimed, Bul Hicskoth
ko dissipation, curh Parbas, g pfthe Comotd Galhact,
ofexpengivg st {oftes ety of oy progusers, g e
praserve diskinctions of rank, by bra-Naves oad bach o the it
wTvose of the Aztecs were particulsrdy toagh: doursof thayBth century.
i afthe labouring Tharstein Yighlen, the saomintuho
rEiDss—nfio d Meeryand predious . Garve: Bis N b
Falijests puttoduxth, The Veretian corne fene fesktriioastheir b
; repabie hd three prosvditon cille pompe, i
rhwmry policowho ensumd thet sumpbisary Tormafuraste thrkamis to on
i strictuswere observed. Rules i the Toku- iy i The -
gawa (Edo) padod inJapan specified what Thuoey of th brues e, T |
O Mas chavged R ha Evght, oo hosntie:
1 & M &
eamentad the sdvent of liberel economics., = man of . L
T ke Y8004 Britich mevchants neiseted Fun king and supermadel i remain podiAf.
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v posrts on hwoury along with Bain, applies a simple price standard:
& lwoury handbag costs €850 0r mone,

But that leaves the question of why might want to
spend that kand of money Brunello Cucinelli, who wmed his
idea of enlivening cashmere with bright colours into a clothing
business with revenues of €322m and a stockmarket capitalisa-
tion of argund €1 billion, provides one answer. He runs his com-
pany from Solomeo, a tmeless village ed on an Umbrian
hilltop. There, Mr Cucinelli has set up schools dedicated to crafts
such as tailoring ard gardenung and a “neo-humanist academy™.

Mr Cucinelli considers his products 1o be “absolute hucu-
ry”, and not many would disagree. A men's cardigan knitted
fram an cashmere can cost more than €1,600, not least
beeaiage ot 18 rrade in his hilltop Utopia. Halian sanufacthure is
not merely an asswance of quality; without it the business
would bose its point, Mr Cucinelll su Europe is of "inest-
mable value® to the company and, he belleves, to its customers.
Headdsto the aura by insisteng that has workers take 8 go-minute
lunch break With Mr Cucinelli selling it, that cardigan will feel as
pood to the soul asit does to the touch,

Al hwoury makers Lke 1o tell some version of this story, and
some have longer ustones Breguet, part of Swatzerland’s Swatch
Group since 1999, boasts that Mapoleon was one of the “most
faithial chients™ for its watches. Karl Lagerfeld, a pony-tatied Ger-
man fashion desgner, 15 the spiritual son of Coco Chanel Bur-
berry, which was founded in 1856, calls itself an “old new com-
pany”. It is “the combination of timelestness and modemnity
[that] makes these brands successful”, says Mr Ammault of ovsaH.

Tellmea story

Craft and p sense of place are almost always pantof the nar-
rative. Hermés attractively defines hooury as “that whech can be
repaired™. The com keeps expatnate Tepaimers in cenmes
such a5 Méw York, 5 and Tokyo. Yertu, a company that
makes handsets costing ten times as much as an 1Phone, jastfics
the price by pomtng out they are “handmade in England®.

Forsome of the most discerning customers, the of
pretty much any company you have ever heard of fall short of
real uxury, whch 1s defined by extreme ranity. Bregust produces
perhaps 15,000 watches a year. Greubel Forsey makes a mere
100, one for each employee. Rolls-Royoe makes 4,000 CATS & yoar,
many of them to order. But they are commonplace compared
with the 38 that wall 7ol out of the “stelier” of Pagany, an [alian
manufacturer, this year. The quality of such “meta-huoury™ ob-
jects may be no better than those produced by shighthy less exclu-
sive marques, but they come over asmore intimats and doser to
their creators.

Atthe other end of the scale, companies bristle when their
eredentials are questioned because their prices are less exalied
orthey m China. Coach, which maniy sells leather
goods, uses the same matenals 25 Buropean brands, but stssoulis
i New York, ifs creative hub. Manufacture 15 2 collaboration be-
tween designers there and crafiseen ;e China, says Coacdn's
bass, Vietor Lans. He thinks the idea that luxury and approach-
ability den't go together is “almost offenave”, Similarly. Long-
charmp's Mr Cassegrain argues that 3t 15 “almost racist to chame-
terise ruadein Chira as bad”,

The broad conchusion from all this may be that haxury 5 in
the eye of the beholder. To qualify, it seems to demand a streich
from those who would claim ot For the rich, that sxeron may
take the form not of scatienng money but of spending tme or
learrung about an objector an experience The acquisinon of e
ury i both an attempt at tranecendence and mlﬂnflpp(mla—
tion, like the prckang of the apple in the gasden of Eden. Perhans
that was manknd's first luxury good. @

The business case

Beauty and the beasts

Think global, actartisan

YOUMIGHT EXFECT the headquarters of tvsas on the Av-

enue Montaigne in Paris 10 show off its full range of brands,
from Sephora (cosmetics) to Mokt & Chandon (champagne).
They do get some play in a small museum housed in the lobby.
Butupon the ninth fleor, where Mr Arnaul presades over his -
ury empire, there is tribute to just one, Louls Viatton. Two palnt-
ings of the v monogram by Takashi Murkami hang opposite
thereception desk, and a little pyramid of handbags sits nearbry.

The decor fells you something about Mr Arnault’s group.
Louis Vuitton is the compary’s b brand by far, acoounting
for abouta third ofits sales and n half its profit. A Louis Vit
ton shop window Is the first dose encounter with luoury for
many people, and the brand often pioneers new markets. s first
shop in Chana opened in2992. It is=“the number one brand in the
weorld and will stay 507, Mr Arnault declares.

Crites sniff that canvas crestions like the Neverfull tote,
spangled with logos and sold by the hundreds of thowsands, are
commodines, not luwmry, “t's difficult to say you're a luwoury
brand if everyone onthe planetcan buy your product,” says Bar-
bara Cotgnet of Lé8, an organisation that promotes hooury with
an envronmental and socsl conscience. MEgnangs abowt ex-
cessive scale extend to the publicly listed companies that own
the brands, such a5 tvsH, and Swatch. *Real lwoury is
slowly fading away because of the g hooury groups,”™ oom-
planed Lapo Elkann, an ialan enirepreneus, at a recent Fimar:
cial Tones conference on haxury “They standardise the acsthes-
ies of brands to generate more profits for shareholders™

The holding-company modelis notthe only successful one.
MWMMMWMMIM , Hermds is
publicly but smaraged by its founding Both have
lagely avouded the criticsm that bedevils Big Luocury Italy's lux- »

! Ebgoest and bast 1
Gastpean heasry Fumg: ool sales
il Selectedbrands  Mainproducs 2083, fbe
VI H  bedsdeme L godied labion 20
Most & Chandon mﬂ 3 - |
Guarin it n o
BEw e m wldn P F Ol mﬂm
Vo Cleal & Sy
Pt yichin dnd ety
g Gucd Lt e mod Esth o
B ER NG Jweetieey
Vencta  Luothes pocds and feshuch @
e e b
Wachi
Ozt Wiches -
Hairy Warrilon Witz el pewvellony
l@& wﬁﬁ'm e
PRADA Leaches oot andtrbion 1
B mBEAR Pbcpandacoaones (2080
S, s et e T B el e
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b ury houses are mostly stand-alone co
thewr

mpanies, controlled by
farnilies even when they ane publicly traded and
profesmonally managed. Young firms often try to keep their dis-

tance from the big groups, either turning to private-squity inwes-
tors or staying independent. Eritish brands are “very reluctant to
take putside investment”, says Michelle Emmmerson, chief execu-
tive of Walpole, an assodiation of British luxury firms.

Them&-spnhnmhm;uhhuhtmmemm*q richest
man by such remstance. His career in luxury began
inigds when he picked up Dlos,a venerable haute couhoe house,
inthe bankruptey sale of anindustrial group, A few yearslaterhe
wrested control of Loais Vuition from Heniry Recamier, who had
married into the founding family and expanded the brand's two
shops inte 8 network of 125, Other misons, such 85 Céline and
Givenchy, followed nto Mr Arnsaits dulches, With Dior and
Louis Vuitton he ook production and distribution back from H-
sence- and franchise-holders to boost theircaches

In x99 he lost a hatile for control of Guedd to his arch-rival,
Mr Pinguit. Mr Amaolt’s stealthy scquisiion of a stake in Her-
ms, revealed mimapg‘ﬂ}ed conservative Pansians. His inter-
&5t was purely bnandai, ke insisted, ia September he agreed to
distribaute the shares 1o IVMH's investors, grving them (and him-
self) o handsome profit. But his image as a Ma-
chiswvelli persistia. “Amauli never roet 2 brand be Tked that be
didn'twant to make bigger” comenents Hélbne Le Blane, a haxoy-
ry-industry consultast,

There are good reasons for bagness, both for brands and for
the companies that awn them. Listed Eurcpean hwoury groups
have expanded thelr global market share from 0% 10 4% over
the past five years whereas tedependents’ share has dropped
froem 0% 10 43%. Lusury, ironically, benefits from economies of
scale, The Swatch Group demanates Swiss watchmakong, with a
45% market shang, in part because the industry involves lamge in-
vistmenss and kigh ficed costs Cosmetics are the most hugh-tech
part of husxury and thelr distributon ks more akin to that of deter-
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gent than of jewellery, 5o most brands 1

There are cense that sude of ther business io specal

good mmguawmmua Himle.

“soft hwary™ catepones e hand-

.ﬂ!:l'.'l'&ﬂ'ﬂs_f or bags and clothes, where production is

bigness, mﬁh nd costs are varizble, the bene-

bﬂﬂl'fﬂf s of scale are 1n retailing and mardetieg,
Key money paid up frontto open a

brands and o vp'o. om G o Londons

Bond Street; the cost of Btang it outcomes

forthe on top of that. Anrinz] rent can be 8z, A

companies big brand, or ons belorgping o a strong

that own mmmlqukmmﬁmlﬂnrt

th rigks bankruptcyif sales sag, says MrBran-

em chin: of Altzpamma. To secure prime

space;:lahﬂpnﬂmﬂs. Lthehmﬂd be!h:rn;i
to a holding-company convoy a
large brand.

Perhaps equally important &5 the big
groups' clout with publishers of glossy
reagarines and “kéy opinion lexders”
whose fzshion-packed blogs, wideas and
Instagram streams reach mallions of fol-
lowers. Media spending is correlated with
traffic 1n stores, $0 large brands can
bigger and better ones. Luca Solca of Ex-
ane g Panbos, an investment bank, has
dubbed this the “mega-brand wirtuous cy-
cle™ Most big compandes have become re-
tadlers in their own nght. Thas gives them

better wmgms,ﬂnu with control over the presentetion of their
wares and markdowns on unsold stock. By this measure, Lotks
Vuitton i ahead of the others it sells only though its own et

workof 462 pomts of sale.
In theary at least, the groups help the smallar brands they
muguulfcwﬁsur Under Kering’s tutelage Bottepa Veneta, an
lea maker renowned for the woven mireccaio

ﬂ[iuhmdhnssudshmhu from being a niche brand to
revenues of more than &1 billion. Kenng encouraged Christo-
pher Xane, a British fashion ex who is part of its stable, to

open his own stores, and guided Taly's Briom to move out of
women's wear and into men's accessories and thoss Sraall
brands also beneht from centralising the boring bits of the busi-
ness, such as logistics. The brightest prospects m the industry ane
for “small brands in big congiomerates”™, says Jullan Easthape of
Barclays Captal, an Investment bank.

Mr Arnault thinks DvsH's madn contdbution to it msisons
is its ability to recruit talented managers. In stand-alone compa-

nies =a bright person is rapidly blocked,” he says. At tvaie he or w

l Serfous money
eeepa’s bocary Sndoitry, 1073
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¥ she can move from zshion to jewellery to wine, The groups are
looking for productively split personalities, with “the ca uilt“[mu
hhspmdhym:uﬁ:ym-nﬂmﬂw a3 Mr Arnault putsit.
Kering is on the lookout for ﬂmﬂa:qmﬂﬂﬁ.'%mlheﬁ.ﬂﬂm
shoow is over, the business slde tkes over,” says Jean-Frangods Pa-
hus, its managing director.

Oeocasdonally this gets out of hand. The point of the big
groups [s to foster profitable but too much of it or the
wrong sort cin taraish a luxury brand. In 2004 Gueed setitself a
goal of doubling its sales within eight years, To achieve that, the
comparey prodaced many more canvasdouble-g-dappled hand-
baps than wash for the brand

The trickisto polish & brand toa high sheen and then (o dis-
seminste the through the full product ange withoutletting
it dull. Hermis and Chanel hawe lately been better at this than
the big groups” man brands. That i not because they ane senalk
HermEs has 335 stores and €3.8 billion in revenue, and Chanel's
sales are three-guarters the size of Lowls Vulton’s. But esch has
its orwn kneack: for teaming eaclusovity with accessibility,

Managing the mystique

Hermbs starves the market, Customers have (o wail six

months or more 1o buy its most famous products, its Kelly and
Burkin handbags, each one handmade by a single craftsman. Al-
though Hermbs makes an estirnated 70,000 Birking a year, prices
on the secondary market can be 50% above the retail price. Her-
mis’s growih is limuted by the scarcity of hagh-quality raw mate-
rials and of craftemen, who take two years 1o train up, polnts out
Mr Albaladepo. Hermis sells plenty of less expensive products,
including scarves, wallets and towels. But €500 will merely buy
vy an expensive scarf, nota cheap handbag,
Chanel wall not sell a handbag for much less than €3,000
bast rrioves railhonms of €30 lipstcks Fewr brands stretch as grace-
hully from mass production to hawde couture Many of 1S cosmet
ics are made by Intercos, a contract manufacturer, but the com-
pany also provides & haven for endangered crafis sull vatal to the
most exalted ters of fashion, Paraffection, a subsidiary, houses
century-old firms that in things like embroidery and
mmmmmm:mmmumm
husbandsy Emﬁud by Hermbs and Chanel contrasts with the
approach taken by Maly's Giogeo Armany, whose haif-dozen
sub-brands cach sell sevslar products at different prices,

v and Kenng have both been burnishing their bigpest
brands lately. Since & strategic review in 30u0, Guee has reduced
sales of its cheapest handbags from a third of the total to less than
o, Mr Arnault, for his pert, announced an “adjustment io the
strategy™ last year which involved a big reduction in new store
openings and a greater emphasis on leather products. Customer
service was also beefed up. These moves 0 higher ground have
siowed the big brands’ growth and conceded terntory tolower
priced competitars. “When Viation and Guod move upmarket,
that makes more space for us,” says Longchamp's Mr Cassegrain.

Bt fast seaalles brands seem unlikely 1o
Lowuis Vuitton. “People said im 1989 that Lowss Vintton was giready
toa brg Mow it's ten imes the siee™ says Mr Arnanlt. He i as am-
Datioes for b as ever A new asts centne in Pacls designed
by Frank Gehry, calied the Fondation Lows Vuitton, opened
amid 2 flurry of publicity m October. In a riposte to those who

see the ow monogram 45 & vulgar status-see symbol, the
company commissioned sx “reonociasis”, induding Mr Gehry,
to come up with playful new designs for it Mr 14 twho is

creative director of pvan's Fendi label a5 well 25 of Chanel)
cheekily devised a punchbag with ma gloves and a trunk
o house them. The designs are now on display at most of Louis

Vintton's flagship stores, including the one in Shanghai. =

Beyond bling

Tastes are changing, but appetites remain kean

IF LLIXURY MEANS Bond Street or the Place Vendbme for

you, Hong Kong comes as a shock, Billboards touting Swiss
watches and ftalian shoes domnate the skylne. At shopping
centres, high-wittage ficades compets for space, Lows Vuitton's
lights squareup CINETIA SCTeens.

This Vegas-1lke giitter reflects the nowvelty of huxury in Chi-
na, and the country™s new importznce o oy, Todey neardy
one-third of all personal luxury goods sold wordwide ane
bought by Chinese consumers Thewr spending is divided more
o less iy among the mainland, the Chin terri-
tonies of Hong Eong, Macau and Taiwan, and the rest of the
world. Mainlanders become Grubar with the brands through
marketng and shopping cenires at home. When they vint Hong
Eong they are "on 2 mission”®, says Pascal Perrier, chief of Burber-
1¥'s Asian operations. The gaudy signage helps guide themn to
shoppmg destnatons they already picked out.

Chinese shoppers came to the rescue when the fnancal
crisis 1n 2008 cast a pall over hoowry Since then 70-80% of global
growih in the sector has come from China, according 10 Barclays
Capital. Once-fading Eundpean brands, such as Bntan's Aquas-
cutum, which makes traditional dothung, have sought second
bvesthere Others, ke Lanedme, & cosmetics-maker, are present-
ing themselves as mone hoounous there than they are seen at
home. “Mow cur culture 15 50 imbued and invobved in good and
bad waysby umu?rp-mmﬁm'ﬂﬁﬂm anartist whohas

collaborated with luxury brands. "Instead of the theatre we goto

store o] feed lidee 1 live in an arport™
The to Chuna intensified after the 2008 Beijing Olym-
pics, with brands swarming into shoppng malls as fastas

they could be budt It was a “game of space mvaders”, says Er-
wan Rambourg, & bankst and author of & new book, “The Bling

Dynasty™ Preddent ¥ inping’scrackdown on cormuption, along
with slower economic growth, basnow changed the meod.

His anti-ectravagance measures amount to 3 mini cultural
revalution. Chunese newspapers report falling sales of such del-
icacies pe hairy crab and ce2 cucumber 22 banqueting halls go »

Nearly
one-third of
all personal
luxury
goods sold
worldwide
are bought
by Chinese
consumers
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¥ guiet Hotels have asked to have stars knocked off thewr ratings.
One aiding, China Southers, rebranded its rst-elass caban “busi-
ness class”, Paul & Shark, an upmarket Iaban clothing brand,
used to take corporate orders for 300 polo shints at more than
3,000 yuan ($490) apicce, 1o hand over as pfts, Those days are
over, says Abce Wong of Imagine X, which
operates the company's shops in China,
European brands that catered to
preXi giving and pusling suffered most,
In the first nine months of this year ex-
ports to China of Swiss watches, whach
had become a comman omarment on the
wrists of public officials, weere more than

The. clamnurfqrg{.amuﬁ
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born in the 19805 2nd 19905 They are the single focus of attention
for their parents and often boro seis of grandparents, piving them
aecess to plenty of cash, Another, potenhally huge, market is
wornen, whose “vision and status™ was changed by Mzao fe-
doag, Fierre Denas, chiel executive of iy Choo, whose
stilettos featured in “Sex and the City™, Theirnew self-confidence
tanslates into sales. And even of growth rates are slowing, there
will sl be mone people with mone disposable income. Spend-
ing on loxury by the rich (households ezrmng at least €75,.000)
wrill guadruple betwseen 2012 10 2030, Sosasding 1o Beans
NP Panbas, Buf it wikl be dwarfed by the spending power of
merely affluent households, which will double to €50 billion
and account for po% of luxury consumplion

Veteran consumers are moving from very Birmous brands 1o
somewhatless familiar ones. Inasurvey of consumers in Beijing
and Shangha carnied out by Bain last year, Hermés and Prada
were found 1o have displaced Lows Vuitton and Guedl among
the threes brands that consumers wanted most, and Burberry and
Bottegs Venets had entered the Hst of the most popular ten As
shoppers become more price-conscious, affordable American
brands are making intoads. Coach s advancing mibo second-tier
cities and Xate Spade 15 just getting started in China, & “very big
opportunisy®, says its chief executive, Craig Leavett. A fad for all
things South Korean has also boosted brands such as Suiwhasoo W
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0% down on the same penod in 30a2.  “FORNIGERIARS,” mmnm
Sales at Rémy Martin, maker of $2.500-a-  -“the bigger thelogo the better,”MrObagu-  threeyears ago. Half of Latin Amenica’s
bottle Louis XIN cognac, plunged 13.4% in - wans owns Polo Luury Group, & chiinof ll.muyﬂhnmirl Mexdico, 1n part because
the halfyem to Septemnber 30th. A slower - shopsin Migoria and Ghana seltingthings  that country has slashed dubies onimports.
economy has also reduced the growth in like Swiss watches and Montblancpens. His  Brazitians, who faoe hagher tanifs, tend bo
the number of newly afflwent families, de-  richimitial customers have beenjoinedby shopin Miamd.
fined &s these hawving just entered the in- middie-class consumers with a penchant for Dddby, for allits wealth, even America
come beacket of €15,000-75000 4 year. It European loouey, Migeriaisa difficoltmar- i developing market of sorts for European
dropped from 6m in 2000 0 4 1N 2002 foet, wiath shoddy infrastructune and few makers, It has 30% of the

The hooary market in manland Chi- | decent shepping malls, 5 for the foresee- High-net-worthindhiduals
na, worth $189 billion in 2003 (Se¢ chart3),  ablefuture Mgenanswill domostoftheir  with monethan $1m in taquid assets) a
will shrink for the first wme this year, pre-  -upmarket shopaing at emporia lie Harrods  meartya quarter of global G0#, but consusmes
dicts Bain. Sull, few brands are thinking of .40 London, where they outspend Americans.  lessthan a fifth of the wordd’s personal

FE v mm i::rli!z::mﬂn mﬁ%im Bumtnmi:mﬁwp:mm

*one of the most Ag " But  .ous, theva impar- rg G CARSEmars
it is becoming more complex, more 50 tantto lioury-goods makers. are youngerthan thasen Europs or Jagan.
phisticated, more international and hard- The 15 fastest-growing emsenging Herth America is “probably the safest growth
€1 b0 nivIgate, mearkiets will S of the growthin driver wie can imagine”, soys Michele Norss,

Lwsury in China began as a male-ori-  comsumption of ioeury beauty products and  chisf ooscutive Ferragama.
ented pursuit, centred on liquor and wrist- Wsmmﬂmnu:ttmmnjﬁ Fir small booury houses, iEmay be
wiatches, butis now becoming more fermi-  Nathabe Refoy of bether to pursue a modest share of 3 slow-
nised, with handbags, shoes and fathion mmmumh;mmmuum grewing matune market than to leapinto
featuring strongly. Experienced consum-  growth, which leaves plenty of opportunities  fast-growing emerging economies, says Ms
ers are graduating from blingtosophistica-  inother doveloping countries. Whereas Emmerson of Walpole British Luaury. Lots of
tion with a speed that Mr Arnault de-  makers of packaged consumer gaads must nunpﬂrummuywmmmmm
soribes g% “spectzcular™. But many  Ffanoutacross entine countries toreachtheir  anfrequently. Mesmensed by the dynamism

Chinese idi astes will persist, in-

cluding a penchant for shoppling abroad  the main cities.

markets, ooy makers can concentrate on

of developing markets, luxury brands are
turming Europeans off by pushing up prices

and a big discount market that mingles the South-East Asia s "a half-China™, says  and churnfng out stylish but ephemeral
real with the Balke. Luxury bands have to Mr Cassegrain of Lorgchamp. For niow, the dasigns, arguis Ms Ramy. Europe could be "
workout how 1o cover that ange. irrvenitor of the folding Le montote  land ofopportunity™ ifonly lwary-goods

- One promising group of tonsumers  does only 6% ofits businessin the region, mkkers would seizeit.

i3 the afspring of the one-child-policy era,
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¥ (which makes cosmetics),

The shift to nuche brands should not be exaggerated. “Only
really faskoonable girds buy Céline and Fendi bags,” Cheng
Yan, whose Shiliupo Report (the name means likoe:
very gossipy grandma) hasa6o,000 subseribers on WeChat, a 50-
cial-netwrotk and messaging service, First handbags are “abways
with alogo™, and Louks Vuittons remain the most popular.

brands had a very easy ride” in China, says Em-
manue] Hemmerle, 2 hesdhunter based in Shanghai. “Now they
have to think ™ The first peneration of hixury-goods managers
spent thewr time negotiating with landlords, who decided which
bmnds would their shopping malis (and gave preference
tumtlurl.mm Eh:l.:.JEIThemwdmttdrmn#m
tives who are ok vise mmhnis:lrﬁmdnmamerur-
wice. It12 telling that the newnsh chief of Louis Vuitton in China,
Christophe Szdones, has come fram the hotel business.

Why pay more?

However iempting the displays at Beljing's Shin Xong Flace
and Shanghai's Plaza 64, Chinese consumers will do most of
their shoppang elsewhers. Luxury-poods prices in China are
40-50% hogher than in Eusops, in part because of high import du-
ties and consumption taxes. The Chinese ere keen bargain-hunt-
er5, 50 they buy abroad or on the internet.

Last year the Chinese 100k some t0om trips outside the
mainland, many of them to such destinations as Hong Xong's
Harbour City, Manhatian's Fifth Avenue and Milan's Via Monte
MNapoleane, armed with detsled shopping hsts. in Pans, buses
beanng Chinese tourists depost them at Galenes Lafwyette, ade-
partment store. Two-thieds of Chinese visitors to Britain in 205
went to Bicester Village, an upmarket discount mall near Oncford.
Syghtseeing is a secondary concern. Mamtanders in Hong Kong
spend 3% of their budget on shopping, says Mr Rambourg,

This 1s bound to increase. According to Mr Rambourg, our-
e ust 4% of Crunese hold passports, compared with roughly
30% of Amencans and 70% of Brutons, but numbers ane growing
by 1omeasm a year A relaxation of viss rules i kely tolure more
Chinese to Britain and Amenca. Swiss watchmalers were puz-
tled tosee a spike in Amencen salesin August, normally a slow
time of year, then they realised the buyens were wealthy Chinese
droppmg off their children at vnoversity. Even at hore the Cha
mmm:nm.mﬂ half of all salesin Shanghas are to lo-

cal .

S:my-at-home bargrin-hunters have a plethora of online
chaices, seme of them provided by websites that co-operate
withthebrands Mevcom holds“flash sales™ ofunseld stack The
Outnet, the discount arm of Britam’s Net-A-Forter fashion web-
site, serves as an onkine outlet mall. But most of them come
throagh the murky channel known as dagow, whech offers genu-
ine products st big discountsto Chinese it proes The stockmay
come o independent shops in Burepe, or in some cises fom
the brands themselves, which pass goods on to independent re-
sellers, Agents spint the poods into China for a fee, wath-
out paying import duty. Some transactions are armanged through
netwarks of friends but many take place onlme. Teaban, one of
China's main e-comemence busnesses, has a websate dedicated
todaigow, pleobas com Up to50% of huooury saiesin China come
thoough this channed, redeons Brunoe Leannes of 3ain

Daigou outlets semetimes max fakes wath the real thing,
winch s wivy Ms Cheng wams her readers agauns: them. China's
comrn eres ministry has proposed cutting import acd consump-
ton taxes 1o discourage the market and boost domestic
sales. Bus in & political dimare whch frowns on hooury, that s
unlikely to happen, so black and grey are likely to remain fash-
ionable colours. ®

Demographic trends

Marques for millennials

Young people choose and buy differently

THE MOST COVETED tieket st London®s halfyearly fash-

ion weeks 15 1o Burberry's Prossum show, where the Britich
trench coat-maker itsu t ready-to-wear dothing,
Chnstopher Bailey, the brand's chuef creative officer and ceo,
Itkes to surprise his audience. At the birds-and-bees-themed un-
veiling of his women's wear [or spring and summer 2ca5, held n
Septemberin London’s Kensington Gardens, the sartorial novel-
ty was an indigo wasp-waist denim jacket. The digital novelties
inchuded ahighlights tape on YouTube thatlet viewers zoom in o
focus on various aspects of the show, such as the musie. Twitier
used the peeamon to launch in-tweet for busury

This s a beg ﬁmﬂmmd:nmﬂmdﬂntmw
ing fashion in which are conceived at the top, ed
down to journalists and buyers at fashion-week set-pieces and
pon up in the shops four or Sve months lates. Techrology has
narrowed the distance between designers and consumers and
ﬁzhd # corrversation. YouTube, Instagram, WeChat and the

have "completely disrupted” the fashion companies
eomemunicate, says imran Amed, editor of The Busness of Fash-
1gm, an onkine

This 15 the first of three technology-induced changes that
will profoundly affect luxury brands. The second w5 a shaft from
seliing stores 1o online. The third, for now only just
visiblein the distance, 5 a technology-related change n the wiy
lusnery gocds are made,

s The digial tansition i.srunmnf.ﬂcmgnde & demographic
one. By 2026 the main consurmens of huocury will be mallenroals
{or genesation ¥), people bom i the 1wEos and 90%, says Unaty
Marketing, an Amernicin market-ressarch firm. Brands with pedi-
grees can use technology to win this age group oves, as iy
15 trying bo do. Newer ones can employ it to break

A srudy by the Boston Consulting Group reckons that mil-
lenruals“are geared to pleasure rather than to possessions™, mak- H
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Burberry
was among
the first to
spot
millennial
potential

¥ ing them lessinciined to buy things. They are assertive, sceptical
and nonconfommist, nare of which bodes wrell far

of authomn
traditioral brards Cn the other hand, photo-shanng so
cial redia e Instagram puta 0T APPCATARNCE, ALEUES

Mr Dends of juarey Choo, which should be a good thang for com-
panies e hag, Inthe same vein, Eric Bnones, a French consubtant
who haswniten & bockabout the rullennials’ relationship with
luxury, says they consume i “without remorse™,

But notunentically, Brands rust prove that thelr products
are worth the price, not rely on mystique alone. Generaton y-ers
tend to be unimpressed by logos but entranced by “codes™, sub-
ter ways of com & brand's identsty The red soles of Chris-
tun Louboutin's shoes and the quilting on Chanel's 255 hand-
bags are the sort of signs that young ¢consumers can make their
own, says Mr Briones. Unhappy customers can sound off on
websites such as styleforum.net. Some millennlals also want
hzoury goods 1o be made in ways that damage neither workers
0T the enmvimonment.

Burberry was among the first 1o spot millenmal potential
In the early 20005 Britain's estentadously vulgar “chavs™ (a par-
toular group of loutish lowerdass youths) were sponting the
brand's distinetive wrtan plaid as theu unofficlal . I ap-
peared on baseball caps, even dogs. Angela Ahrendes, an Amerd-
can whe became the company's chief executive In 2006 (and has
recently left for Applel, made
the digital eortshap of millens
riels & centreplece of her strat-
egy for reviving the brand. To-
day Burberry i unabashediy
digitel Two-thirds of its staff are
under 36 zad wee socual media
" - it talk both toeach otherand to

| J Burberry's custormens.

Burberry sees its websile
i and its shops &5 complemen-
2 tary. It even struck & deal with

Armazon fo list beauty products
on the online retadler’s site. In
the six months to September
30th Burberry booked a year
cr-year rise in revenue of 1%,
" largely thanks to buoyant dig-
tal sales, Tt pecenthy assumed di-
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rect control of its cosrnetics and fgrances business, hoping to
“disrupt beauty through digital™,

Disruption 15 not something that comes naturally fo most
established huxury brands, but when they embrace 1t they some-
times do it well Creative directors are increasingly tergeting il
lennials, The mission of Lous Vuitton's newly appoin
atree dingcton, Nicolas Ghesquibne, 5 to "reboot the monogram™,
mddngil!mahhpmdmn of acode, says MrBriones,

of catwalk shows is now common practice,

usispﬂngutthn:yhlumsﬁnnlmw:ﬂmlhuﬂdt tdllurs of

the mamn fashion bibles. Brands feed thewr “communibes™ with

streams of images on Instagram and Futerest and Hollywood:

r.uh:g wideos on YouTube. Cartier's EOdwisde de Castier, star-
abeggewelled panther hasbeen seen pém times.

But the conversation between huxury maekers and their
public can easily ke an swicwand turmn. Steliz McCarmey, & de-
signer who bees to display her semal conscience, got into trouhle
when her company’s instagram strearn featured a photo of a
padnfully slanny model. On recelving complams from fans, hes

company removed the photo and declared its enthusiasm for
people of all colours, shapes and siees.

Actuali hcury oaline 15 more difficult than talking
ghoutit Evenbrandsthat dabble m indoubtthatany website can
match the experience of shopping in a boubque. *To buy a huoy-
ey product you have to towch iL” says Mr Arnault. Many compa-
ribes offer st a small mnge of ther praduets for digital sale, and
some none atall

But e-commeres 1S m inroads MNet-A-Portes, a website
that puoneentd anternet sales of upmarket fashoon, has & custom-
er base of 6m women and has persusded some £50 brands to of-
fer their wares on its platform. For now only about 8% of all lusou-
ry sales are onliee, but they are growing at & rate of 25-30% & year,
Eﬂdﬂh&hﬁﬂﬁﬂm&ﬂmﬁﬁmmnrl}mﬁsm

¢ expense of mdependent boutiques. If the share o
cales much above 10%, mwvestment i stores “will be ne-
th Jshe says,

Goodbye to Bond Street?

The futare is “direct to the consumer through the miemet™,
says Nathan Mocse, who runs the business side of Hannah Mar-
tin, & London jewelen. It belengs to a new generation of
kouses with no hang-ups about e-commerce (and not
meney 1o open alotof stores), They may have short hastories but

have storles. Hannah Martin's androgynous pieces are fash-
{oned by hand in London.

Itused to take 30 years to build a giobal brand, says Uché
Dkonfowro-Pézard of Lises Corp. Thanks to theinternet, "now you
can become global in 18 months. " That has spawned new boasds
as well as business madels ‘hunters can tum to online
cutlets like The Outnet or Bath<ales a1es such as vente-pnvee
and mecorn. People who want 1o hire can wy Bag Bormow or
Sueal op LueTNT, & Hong Kong startup. Second-hand hooay i
available from stylesequel and Instantluxe. Such sérvices have
been arcund for a long time, notes Stephanie Fhar of The Out-
net, dut they have been “supercharped because of the internet”,

The final challenge 15 o dearde how [or to incorpomie tech-
nology into the making of luoury, and perhaps imto heoury tself
Ins van Herpen, a Dutch fashion designer, uses 30 printng 1o
construct hes garments Ralph Lauren meakes 2 handbag with a
Iight and a smartphone charger. Suppose machines could stitch
Birkin bags better than the craftsmen at Hermés or etch wanch di-
als more finely than Vacheron Constentin®s pdllockers? =The
bag gap between hand work ind technology wall become small-
ef &nd smaller,” predicts Msvan Herpen. Lueairy can embrce i
novation; what it must be wary of is obsolescence. m
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