
The News and Intelligence You Need on Luxury

RESEARCH

Luxury is experiencing 3.4pc growth
per year: report
January 13, 2015

Editorial image from "Life in Bulgari" magazine; jewelry is  expected to see s trong growth through 2020

 
By SARAH JONES

The global luxury market is projected to be valued at $374.85 billion by 2020, according to
a new report by Transparency Market Research.

Luxury goods are expected to experience a compound annual growth rate of 3.4 percent
from 2014 to 2020. The European and United States markets are anticipated to experience
a slower growth compared to the rest of the world, but Europe will remain the largest
luxury market in terms of revenue.

"At present we believe that market in U.S. is  bit sluggish and we believe that increasing
trend towards middle class and increasing bandwidth of products with prices will help
luxury goods manufacturers to sustain in U.S. market," said Gaurav Bhushan, assistant
manager, consumer goods, at Transparency Market Research.

"Even economic slowdown have impacted the overall growth as per capita propensity of
HNWs have decreased even though their lavish lifestyle will also support the overall
market in U.S.," he said.

"Europe has a mix breed of developing as well as developed countries. Local players
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have dominated the market in developing regions but major players such as LVMH and
Kering have targeted Scandinavia, and other untapped regions in Europe."

The “Global Industry Analysis, Size , Share , Growth, T rends and Forecast 20 14 – 20 20” report focuses on
luxury goods, such as apparel and accessories, leather goods, jewelry and cosmetics,
and excludes services, such as hotels and yachts. Transparency Market Research
conducted in-depth interviews with industry leaders, including CEOs and market
intelligence managers.

Strong sectors
Young affluent individuals and a boost in consumer confidence in established markets in
Europe and the U.S. is  expected to fuel the growth in the luxury sector over the next six
years. In a number of established markets, economic conditions are improving, leading
individuals to have more disposable income.

There is also a growing number of high-net-worth consumers.

Additionally, there was an increase in the combined wealth of the world’s billionaires this
year, a population that is largely represented by European countries, according to a new
report by Wealth-X and UBS (see story).

T ourism is also a driver of growth, as trave lers from China, Brazil, Russia, South Africa and India spend money in duty

free  stores. Consumers from developing nations are  becoming increasingly brand-conscious, and are  spending on

luxury overseas, where  there  are  often smaller duties and taxes.

Chinese tourists outside of Louis Vuitton store

Hard luxury goods, including watches and jewelry, is  rising the fastest out of all of the
products in the sector. Currently underpenetrated in developing nations, consumers in
these markets are changing their styles of dress and desiring non-traditional jewelry.

Fragrance currently has a low penetration in emerging markets, and is anticipated to see
the largest growth over the next six years. Retailers such as Selfridges and Harrods are
helping fragrance brands boost their sales via exclusive events and limited-edition
products.
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Boucheron jar for La Mer available at Harrods

North America is currently the largest market for personal care items, in terms of revenue.

More aspirational consumers in Asia and Latin America are expected to help demand for
high-end spirits grow.

Even with large growth in other product categories, apparel and leather goods remains the
largest segment in terms of revenue. The demand for leather goods is projected to
surpass designer fashion in the future.

Africa in particular has a high growth potential for luxury fashion.

Overall, Europeans are changing their spending habits, switching their budgets from
lavish goods to experiences. They have reduced their purchases of goods such as
handbags from houses including Prada or Hermès.

Prada fall/winter 2014 handbag effort

Canada is expected to see a heightened demand for luxury goods as U.S. retailers expand
north.

For instance, department store chain Nordstrom opened its first international store in
Calgary, Alberta in Canada on Sept. 19.

The 140,000 square-foot store in Chinook Centre houses a new beauty concept and full
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restaurant, as well as five shoe departments, carrying labels such as Jimmy Choo,
Ferragamo and Valentino. This is the first of six Nordstrom stores to open in Canada over
the next few years, an important step in expanding the retailer’s global presence (see
story).

Adaptation

One area of growth in young affluent consumers, who are likely to interact with a brand
through its online presence.

Luxury brands are becoming increasingly active in digital media, and consumers are
finally catching up with them, engaging with content and sharing it with their own
networks, according to a new report by PM Digital.

The largest percentage of visitors to luxury brand sites are 55 or older, but the second
largest group is 18-24, calling for a need to interact and engage with not only the small
fraction of established luxury consumers they are used to, but also digital-savvy
Millennials. The key for luxury brands will be finding the balance between accessibility
and exclusivity while bridging the age gap (see story).

Digital will also make distribution to both established and emerging markets more direct.

"Luxury brands look for much wider space in the aspect of pricing and new product
launches," Mr. Bhushan said. "They are also linking up themselves towards online
marketing and ecommerce distribution channels in developing regions.

"With effective marketing strategies and distribution channels, companies will be able to
penetrate into the young affluent and aspiration consumer segment in Asian Pacific and
Latin America regions," he said. "They also have to come to new innovations and
increase their product lines brand positioning also in these regions."
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