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By JEN KING

The luxury conversation occurring across social media channels has increased by 75 percent year-over-year,
according to a new report by NetBase.

NetBase's "Brand Passion Report: Luxury Brands 2016" monitored social conversations to determine what was
mentioned most frequently, finding that watches, ecommerce retailers and European brands took up much of the
luxury banter online. Understanding consumer interests can help luxury houses formulate a social media strategy
that works to engage and interact with enthusiasts by keeping them up-to-date on brand happenings, products and
services.

"Key drivers for the increase in conversation are due to these brands' aggressive imperative and investment in
social media and additional social media channels as part of the omnichannel strategy," said Hope Nguyen, vice
president of marketing at NetBase.

"An industry breakdown of the luxury conversation: fashion and handbag vendors account for more than a third of
the NetBase Luxury List this year, followed closely by automobiles (31 percent) and jewelry and accessories (13
percent)," she said.

"As top channels and blogs go, Twitter and Facebook dominate the social channels on luxury topics, with Luxury
Daily and Business of Fashion among the top publications that drive the conversations."

NetBase's second annual Brand Passion Report: Luxury Brands 2016 looked at more than 700 million English-
speaking posts across luxury, watches and ecommerce. The social posts observed spanned from more than 80
countries from September 2014 to August 2015.

Social chatter
During NetBase's observed timeframe, the conversation for the top 45 luxury houses, determined by social
mentions, increased by 82 percent. As for the top 15 brands, which include the likes of Chanel, Gucci and Hermes,
this segment more than doubled their social conversations.

Not surprisingly, 50 percent of the top 45 luxury brands included on the list are European heritage houses while only
30 percent of the labels are based in the United States. Ten of the top 15 brands have European origin with most
being from Italy and France.
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France's Chanel dethroned Louis Vuitton for the number one spot, with Italian fashion label Gucci taking the second
spot. Chanel saw a 152 percent change in mentions on social media raising the atelier from third to first, while Louis
Vuitton dropped from the top spot down to number 7 with a 29 percent change in social mentions.

Louis Vuitton, Series 4 campaign on Instagram

Consumer electronics brand Apple also made an impact on the top 15 brands, with the brand itself being placed at
number four and its products the iPhone and the Apple Watch ranked at 11 and 13, respectively.

Although not a specific brand, vintage appeared in many social conversations in relation to luxury products. The
rise of online consignment marketplaces and investment opportunities of high-priced luxury goods likely helped
position the term at number eight on the brand ranking (see story).

The mid-ranking brands taking places 16 through 30 include brands such as Ferrari, Jimmy Choo, BMW, Kering, Net-
A-Porter and Dolce & Gabbana. Net-A-Porter is a newcomer to the list, along with Chinese online retailer Alibaba, but
NetBase also tracked Amazon's movement from number 31 to 20.

As Amazon's penetration into high-income households becomes increasingly apparent, luxury brands are going to
need to find new ways to avoid losing to their online-only competition, according to a report by Shullman Research
Center.

Through pricing, convenience and selection, Amazon has seen its popularity skyrocket over the past two decades,
and data in the report shows that its popularity is positively correlated with household income (see story).

Michael Kors using WeChat

NetBase's ranking was rounded out by Michael Kors, Porsche, T iffany & Co., Mulberry and Jaguar, who took spots
within the 31 to 45 bracket. Newcomers included Montblanc, Richemont and Rolls -Royce, who took the final spot.

For the report's second edition, there are a few brands that made the top 45 during the year-ago observation that did
not make the cut for this year's ranking. These brands include Versace, Moet Hennessy, Fendi and Giorgio Armani,
as well as Apple iPad, the sole U.S.-based brand to not recur.

Department store woes
Four department stores were not listed in the second edition of the Brand Passion Report; these included Neiman
Marcus, Hudson's Bay Company, Barneys New York and Saks Fifth Avenue. As it stands currently, traditional
department stores are fighting to maintain relevancy in a consumer climate that is shifting to digital more and more.
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As department stores find themselves facing increasing pressure from ecommerce-only players, a seamless
omnichannel approach will enable them to remain competitive, according to a recent report from L2.

With declining traffic and loss of market share in a more crowded space filled with mono brand boutiques and
large ecommerce players, department stores have to leverage their in-store capabilities with their online channels to
capture sales from consumers seeking a seamless, hassle-free shopping experience. From opportunities to upsell at
point of return to allowing for varied purchase paths, bricks-and-mortar retailers can use their physical locations to
their advantage (see story).

For online retailer Net-A-Porter, who did not appear on last year's Brand Passion Report but placed at 28 in the
second edition, the struggles of its  bricks-and-mortar peers may be beneficial for its business.

Net-A-Porter homepage

NetBase found that Net-A-Porter's mentions increased 1.4 times from the year-ago, with the retailer maintaining
strong in terms of "passion intensity" and "net sentiment." Net-A-Porter's standing in the "love quadrant" was driven
by its connection to "favorite" moments determined by its marketing and the popularity of its  magazine, Porter.

The strength of online retailing is evident in Net-A-Porter's record sales over Thanksgiving Weekend.

With an order placed every 1.4 seconds and one item sold each second during Cyber Monday, Yoox Net-A-Porter
had sales growth of 50 percent to kick off the holiday season. Of purchases made, 41 percent of consumers did so
using mobile devices, showing the importance of a well-rounded ecommerce platform (see story).

"Great brands master the art of creating an emotional connection with their consumer, which to a large degree
removes price comparison as a deciding factor," Ms. Nguyen said.

"But first, they must have a deep understanding of the role their category and brand play in the consumer's life, and
how they can stay in sync with consumer dynamics," she said.
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