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By SARAH JONES

Multi-brand retailers lead the luxury ecommerce market, representing four of the top five vendors in the space,
according to a new report by Technavio.

When shopping online, the luxury consumer prefers to shop in a multi-brand environment, and this inclination is
expected to drive growth of luxury ecommerce through 2019, according to "Global Luxury Etailing Market 2015-2019."
Online department stores have frequently been faster than single brands at adopting services such as free shipping
and easy return policies, simplifying the ecommerce experience and making consumers more comfortable buying
online.

"The global luxury etailing market is witnessing intense competition among the existing vendors and the new
entrants," said Vijay Sirathi, a lead analyst for retail goods and services at Technavio.

"The intense competition constitutes significant risk factors in vendors' operations," he said. "Problems in
transportation and logistics pose a barrier for foreign players to enter the market. Customs clearance is another
challenge faced by foreign players.

"The vendors compete on the basis of customer service and experiences online, which includes compelling price
and value, fashion newness, quality of products, unique content, selection, convenience, technology, order
fulfillment and personalization. The vendors are trying to capitalize on the inclination of shoppers to socialize on
social media while they exchange product-related information.

"Therefore, to survive and succeed in the intensely competitive environment, it becomes imperative for the vendors
in the market to distinguish their products and service offerings through a clear and unique value proposition."

Heating up
According to Technavio, in 2014, global luxury ecommerce was valued at $21.43 billion. The market is expanding at
a compound annual growth rate of 14.28 percent, and Technavio projects it will reach $41.76 billion by 2019.

There is high competition between established vendors and newer entrants, all of whom are selling similar
merchandise. To differentiate themselves, retailers are rolling out services and experiences online, including
content, product selection and personalization.
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Those with a specific, defined value proposition for consumers will be the ones who succeed in the increasingly
crowded space.

Technavio identified the top five vendors in luxury personal goods ecommerce, ranking them based on their
contribution to the total revenue in the market.

At the top of the list is  Nordstrom, which operates ecommerce for its namesake store chain, as well as its off-price
outlet Nordstrom Rack, flash sale site HauteLook and menswear service Trunk Club. The retail group has an 11.67
percent market share.

Nordstrom social post

In 2015, Nordstrom expanded the mobile commerce capabilities for its flagship with a new feature that enables
shopping via text message. TextStyle allows consumers to communicate via text with a trusted sales associate,
making a secure purchase in a conversational way (see story).

Next is Neiman Marcus Group, which sells apparel, shoes, accessories and housewares through Neiman Marcus,
Bergdorf Goodman and Horchow ecommerce sites.

Neiman Marcus has made a number of investments in the ecommerce experience, helping it reach 5.36 percent
market share.

MyNM

The retailer launched MyNM, a feature that personalizes the shopping experience based on consumer preferences
(see story). It also monetized social media with the launch of Pinterest commerce and has linked its Instagram to
the Like2Buy platform (see story).

This content approach is strategic, as 40 percent of purchases are driven by online interactions. Even if a consumer
does not convert directly through social media, they may be inspired to shop a product in-store based on a social
post.

Adding an additional incentive to shop with Neiman Marcus is a new partnership with consignment marketplace
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The RealReal. Through the initiative, consignors can receive payment for their luxury goods in the form of Neiman
Marcus gift cards, with the added bonus of an additional 10 percent of the value (see story).

Saks Fifth Avenue, in third place, has a 4.2 percent market share. Now part of the Canadian Hudson's Bay Company,
Saks' ecommerce and digital marketing is overseen by a central team, HBC Digital (see story).

Part of HBC Digital's focus is mobile optimization.

Promotional image for SaksStyle social hub

A Hudson's Bay Company digital executive at the Mobile Shopping Summit 2015 underscored the importance of the
mass exodus to mobile Web in recent years and the need for retailers targeting affluent shoppers to provide
optimized checkout experiences on mobile sites. The Hudson's Bay executive, who primarily oversees the Saks Fifth
Avenue and Saks Off 5th brands, highlighted how retailers must keep in mind their target audience's mobile usage
when thinking about how best to fuel sales (see story).

Ralph Lauren, placing fourth, is  the only single brand retailer to make the top five.

Ralph Lauren, compared to a number of other labels, offers a wide selection of products available online. In a
recent report from ContactLab and BNP Paribas, Ralph Lauren offered the largest number of SKUs via ecommerce
of any of the luxury brands studied (see story).

Leveraging its in-store experience to drive online sales, Ralph Lauren installed the Oak Fitting room at its Polo
flagship on New York's Fifth Avenue.

When a consumer enters the room with her RFID-enabled merchandise, sensors detect what products she is trying
on. She can change the lighting and language, request different colors or sizes or save the session for later by
entering a mobile phone number.

The Oak Interactive Fitting Room

The shopper can then buy her chosen items online at her leisure via a provided link.

Rounding out the list is  Net-A-Porter, which focuses on integrating editorial content into the ecommerce experience.

Last year, Net-A-Porter's dedicated app for its online magazine The Edit got a shoppable upgrade. Meanwhile, its
newly launched social shopping network The Net Set built a community around its ecommerce platform (see story).
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The Net Set is accessible across mobile devices

Net-A-Porter boasts same-day delivery in select markets, and also has extensive next-day delivery options.

While some luxury brands are still hesitant about selling online, redefining the ecommerce site as a digital flagship
can help to assuage concerns of brand dilution, letting consumers know that they are buying the same experience
online as they would have in-store. Incentivizing online shopping, some retailers make certain merchandise
available exclusively online.

A Google study from 2013 found that 98 percent of affluent consumers use the Internet daily, connecting on an
average of three devices. Selling online offers retailers the chance to be where there audience is, meeting them with
shopping convenience.

Also, for the aspirational audience that looks at luxury as an investment, the access to a wider product selection and
the ability to research to plan a purchase attract them to online shopping.

Online to omnichannel
Having a physical presence can be a major boon to retailers.

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).

Currently, ecommerce accounts for a small percentage of luxury sales, but that amount is growing.

Only the United States and China will account for more sales in the luxury industry than collective ecommerce by
2025, according to a McKinsey analyst at the Financial T imes' Business of Luxury Summit in 2015.

Back in 2009, McKinsey had capped its ecommerce prediction at 2 percent of sales, or $4 billion, for 2015. The
actual figure is around 6 percent, or $14 billion, and the research firm has accordingly reassessed its view of digital
channels, anticipating robust growth for the next decade and beyond (see story).

Apparel and accessories are the biggest contributors to luxury ecommerce growth, with strong demand from newly
affluent consumers in emerging markets such as China and Brazil.

"The growth of online luxury goods sales is rapid across the forecast period," Mr. Sirathi said. "Chinese consumers
are the largest and fastest growing nationality for luxury with their spending amount abroad being more than three
times their local spending in 2013.

"The demand from Chinese customers and mature customers in the U.S. has helped to build up growth," he said.
"With a cross-pollination of luxury spending, there is a shift of focus on consumers from the earlier focus on their
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local tastes and trends that have taken a backseat."
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