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Hermès  spring/summer 2015 campaign; Hermès  is  one of the majority of brands  miss ing out on the Brazilian
market online

 
By SARAH JONES

The top 50 luxury brands are only selling online to 45 percent of the leading markets,
missing out on both key established and emerging areas, according to a new report from
Trustev.

Less than half of the brands have online stores for the BRIC nations, and 21 of the brands
studied reach fewer than 1 billion consumers via ecommerce. As the luxury consumer
becomes more global, brands that do not take a well-rounded approach may see lost
revenue.

"There’s been a huge expansion in market around the world, and countries that weren’t
previously consumers of luxury goods are now quite big consumers," said Rurik
Bradbury, CMO of Trustev, New York.

"You would think with the Internet being theoretically accessible available everywhere, that
they could sell to every market where there’s demand," he said. "But what we saw in the
study is these huge markets like Brazil, India, Russia, Eastern Europe that don’t have many
options.
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"You’re leaving huge amounts of revenue and also customer happiness on the table.
Because you’re essentially saying to the people in those countries that if you want to buy
from us, you have to travel a long way to do it."

Trustev’s “Where in the World Do Luxury Brands Sell? report looks at the 50 largest luxury
brands, studying them across 20 leading markets, including Australia, Brazil, Canada,
China, France, Germany, India, Indonesia, Italy, Japan, Mexico, Poland, Russia, Saudi
Arabia, South Korea, Spain, Thailand, Turkey, the United Kingdom and the United States.
From May to June of 2015, shoppers were asked to visit each of the 50 brand sites and
attempt to make a purchase, noting availability of ecommerce.

Diversified approach
Among the 50 brands studied, there is much variety to their ecommerce strategies. While
Diane von Furstenberg, Oscar de la Renta, Jimmy Choo and John Varvatos sell in 95 to
100 percent of markets studied, a number of brands, such as Canali, Carolina Herrera and
Céline, sell in none.

Oscar de la Renta ecommerce site

On average, brands included in the report sell to 62 percent of developed markets and 28
percent of developing nations.

Within developing nations, China has the most penetration of luxury ecommerce, with 44
percent of brands studied selling in the country. In comparison, fellow BRIC market Brazil
tied with Saudi Arabia for the least access to brands, with only 16 percent of labels selling
there.

The U.S. has the most access to luxury goods, with 80 percent of brands selling within the
market. Neighboring Canada, which contributes $27 billion annually to the U.S. economy
via tourism, has only a 54 percent brand penetration.
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Burberry offers ecommerce in Canada

South Korea poses an opportunity for retail ecommerce due to its tech-savvy, brand aware
citizens, according to a report by Borderfree.

Borderfree gave South Korea four out of five carts in its Index, giving it a “desirable
market” status. With consumers in the country willing to spend cross-border to avoid
import price hikes, there is an opening for U.S. brands and retailers in this Asian market
(see story).

However, even with South Korea’s opportunities, it came in last of the developed nations
studied, with only 38 percent of brands offering ecommerce.
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Gucci also offers a Korean language ecommerce site

The total population accessible in the countries included in the report is  4.4 billion, but
only eight of the 50 brands reached more than 4 billion of this potential market.

Sometimes brands focus on a particular region. For instance, Fendi began offering
ecommerce to select European nations this spring, but has yet to expand to the U.S. and
other parts of the world (see story).

Expansion strategy
Beyond capturing sales, spreading out ecommerce operations can help a brand decide
where it needs physical stores.

Global expansion requires a balance of physical and digital, said a Belstaff executive at
the NRF Retail’s  Big Show 2015 on Jan. 12.

Ecommerce and social media offer brands an opportunity to test the waters in new
markets, allowing them to see how much traction they have with consumers there. In turn,
bricks-and-mortar boosts online commerce sales, rounding out a brand’s presence in a
particular country (see story).

This also means that international consumers may find a brand's Web site even without
marketing efforts on the label's part, and may be disappointed when they find they cannot
make a purchase like their counterparts in other markets.

Entering ecommerce, particularly in new markets, comes with its own set of challenges
that are amplified when dealing with a luxury brand.

The high price points of items make them a prime target for fraudulent, and the burden is
on the brand to ensure that the form of payment is real. If it is  not, they will lose both the
merchandise and the money from the order, since they will need to return both the
amount and pay a penalty to the credit company.

For instance, a retailer Mr. Bradbury spoke to had a vintage handbag sale and found out
after fulfillment that 100 percent of the purchases were made using fraudulent cards.

Technology, such as that developed by Trustev, can help brands better judge what is a
legitimate order and which is not.

There is also the challenge of logistics, which may be combatted by crowd-hosted
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platforms. But luxury brands, in Mr. Bradbury's opinion, still seem to keep the amount of
countries they ship to conservative.

As luxury brands open up their business globally through digital, their strategy for different
markets needs to reflect cultural differences, according to a professor from the Fashion
Institute of Technology at Luxury Interactive 2014 on Oct. 15.

From varying digital habits to disparities in infrastructure, brands cannot expect that their
framework for the United States will be effective if carried over to other countries. Even if
a brand is not actively seeking global consumers, having an online presence means they
are on an international stage (see story).

This expansion from a cultural standpoint require less adjustment on the part of the
brands.

"They have web sites in all these countries and languages," Mr. Bradbury said. "Generally
the top luxury brands will have web sites and online presences, but it may well be that they
just don’t sell directly.

"Essentially some of the Web sites have a shopping bag, but some of them are just
brochures for the products."

Final Take
Sarah Jones, staff reporter on Luxury Daily, New York 
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