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By JEN KING

A combination of increased demand for high-end brands and low-cost tourism is expected to drive the global duty-
free retail market until 2019, according to a new report by Technavio.

Due to high consumer demand and affordable travel rates, the duty-free retail sector is expected to reach
approximately $98 billion in revenue by 2019. As such, Technavio's "Global Duty-Free Retailing Market 2015-2019"
examines market growth by revenue and tracks emerging trends for the sector to illustrate why having a duty-free
strategy can be profitable for global luxury brands.

"The global duty-free retailing market has been growing significantly because of rising consumption by the growing
middle class who are traveling abroad," said Arushi Thakur, analyst at Technavio. "The fast growth in adoption of
luxury goods among developing countries such as China and Brazil increased the global duty-free retailing market
to $64.83 billion in 2014 from $60 billion in the previous year.

"Among all the countries, South Korea's Incheon Airport reported a record sales of $2 billion in 2014," she said. "The
global duty-free retailing market is expected to grow at a CAGR of 8.57 percent for the period 2015-2019."

Retail for the traveling sect
Low-cost travel rates, due to the popularity of budget airlines such as AirTran and EasyJet, are allowing middle class
consumers the opportunity to venture abroad. While overseas and spending time at the airport, consumers have a
penchant for shopping as a time killer and to take advantage of the tax- and duty-free retailing available.

The inexpensive holiday trend has let APAC and Middle Eastern consumer regions develop and become the fastest
growing markets for duty-free retailing. Countries such as Armenia, Oman, Qatar, India, Sri Lanka, China, Indonesia,
South Korea and Turkey have emerged as the markets with the most interest in duty-free shopping.

Turkey, for instance, has plans to open the world's largest duty-free zone within its planned Istanbul New Airport,
scheduled to be completed by 2028, per The Daily Mail. When finished, the airport will have six runways and a
capacity for 200 million passengers, further positioning Turkey as an instrumental crossroads between Europe and
the Middle East.
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DFS consumer considering a Michael Kors handbag for purchase

The duty-free market has five distinctive retailers accounting for 49.7 percent of the total revenue. LVMH-owned DFS
is the largest duty-free retailer, offering more than 700 of the world's leading brands, and had a 13.1 percent revenue
share of the industry in 2014.

Categories available at duty-free shops such as DFS include fashion accessories and hard luxury, fragrance and
cosmetics, wine and spirits, tobacco and confectionery and fine foods. The fashion accessories and hard luxury
category offers the most products, at 32.10 percent of total offerings, while perfume and cosmetics accounts for
29.21 percent of duty-free retail items.

For the apparel and accessories sector, duty-free retail was valued at nearly $20.81 billion in 2014. Commonly bought
items include jewelry, briefcases, handbags and shoes, with the most popular brands being Michael Kors, Giorgio
Armani, Gucci and Burberry.

Per Technavio's research, Chinese consumers were responsible for the largest percentage of luxury duty-free
purchases in 2015, contributing to nearly a quarter of all revenue.

The Chinese consumer often prefers to shop abroad and at duty-free stores due to the high taxes placed on goods at
home, which in some cases can be 50 percent higher than elsewhere in the world. Technavio predicts that this
aspect of duty-free retail trends will continue well into 2019.
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Fragrance and personal care products are the fastest growing duty-free category and the second largest segment for
the market. For 2014, the sector saw a share of 29.21 percent of the total duty-free market caused by increased
international travel, foreign spending and a rise in disposable income among middle-class travelers.

Consumers from APAC and Middle Eastern countries are key regions for the fragrance and personal care market,
preferring brands such as Chanel, Christian Dior, Estee Lauder and Guerlain.

In 2013, L'Oreal, whose L'Oreal Luxe division is the licensee of Armani Beauty, YSL Beauty and others, netted
revenue shares of nearly 21.5 percent in perfumes and cosmetics duty-free. This resulted in the beauty group's
creation of a duty-free stores division.

To similarly capitalize on the segment's duty-free successes, Estee Lauder has established shops that offer all its
luxury brands in emerging markets, such as the United Arab Emirates and at the Detroit Metro Airport, a frequent
layover for Asian destinations.

Consumer considering a skincare purchase at DFS

As for the third most profitable sector sold at duty-free shops, the wine and spirits category is expected to increase to
$13.47 billion by 2019. Johnnie Walker, distributed by Diageo, is the top-selling spirit for the category, along with
Absolut, Jack Daniel's, Chivas Regal and other alcohol labels.

Johnnie Walker in particular has taken advantage of duty-free retail by launching limited-edition bottles. In 2014,
Johnnie Walker launched its first Johnnie Walker Gold Label Reserve Exclusive Traveller's Edition as well as two
Johnnie Walker House lounge and duty-free outposts, one in India and the other in Taiwan (see story).

Retail layover
A similar report from summer 2015 found that duty-free spending is expected to grow 51 percent by 2020.

The number of outbound international travelers is projected to reach 1 billion by 2018, creating an opportunity for
luxury brands to reach a global audience through airport retail placements, according to a Conlumino report.

With more airports, lower-cost airlines and bigger planes, international travel is becoming more accessible to less
affluent consumers, especially those in emerging markets. Shopping is inherently linked to tourism, and airports
offer brands a captive audience that is likely to be wooed by competitive prices (see story).

In addition to price cuts, innovative retail approaches may further consumer interest in duty-free shopping.

"The global duty-free retailing market has the presence of more than 20 big retailers across all the countries," Ms.
Thakur said. "Among the top countries, South Korea and China are going to be the biggest duty-free markets globally.

"Lots of opportunities for the duty-free retailing market are being created in Asia because more than 80 percent of
Chinese travelers are traveling within Asia," she said. "Already, top players such as DFS and Lotte are playing a key
role in these growing regions.

"They started many innovations to tap the growing opportunities such the shop and collect service, through which
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passengers are allowed to select products online 48 hours before and can collect them once they reach the airport."
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