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By JEN KING

Leather goods remain a lucrative product category with an upward trajectory that is expected to continue at
compound annual growth rate of more than 4 percent through 2020, according to a report by Technavio.

As the primary pillar of many luxury houses, the leather goods market is expected to reach $258.4 billion by decade's
end. Technavio's "Global Leather Goods Market 2016-2020" report analyzes the market in terms of revenue and
emerging trends, as the demand for luxury goods is interconnected with the sale of leather products such as
footwear and accessories.

Leather love 
A driver of leather goods is the durability of its  material. For high-ticket items such as luxury handbags, the assurance
of quality and long-lasting durability is appealing to consumers.

By product, Technavio found that in 2015, footwear lead the leather goods category at 58.35 percent of purchases.
Handbags and small leather goods such as wallets comprised 23.92 percent of purchases and luggage at 16.93
percent. Accessories such as belts only equated 0.80 percent of the total market for 2015.

Footwear is the largest segment of the leather goods category, led mainly by athletics brands such as adidas and
Nike, who have begun to focus material use on synthetic or faux leathers. Doing so will propel the category's growth
rate over the next five years as the materials are less costly, more durable and align with consumer consciousness
as many are foregoing animal hides.
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Gucci Ace sneaker

But, for the non-athletic footwear segment, leather remains a vital raw material. As the quality of faux leather

increases, and the availability of additional color choices and textures become readily available, luxury houses may

swap authentic for synthetic.

As the decade comes to a close, key markets such as the United States, China, Japan and France will see significant
growth in leather handbag and small accessories sales. This segment of the leather goods market is expected to see
a CAGR of 5.43 percent in the next five years, according to Technavio's findings.

Power players include Louis Vuitton, as the market's largest, followed by Coach, Gucci, Prada and Herms. These
five brands and other premium designer leather handbags dominate the market.

Likewise, the styles put to market by these brands influence the tastes and preferences of both affluent and
aspirational consumers. Social media has worked to brands' advantage, as the various platform available allow for
advertising in a climate where trends change relatively quickly.

Prada fall/winter 2016
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Technavio found that, following tote bags, clutch, saddle and satchel style handbags are the most popular sellers.

Many of the labels known for their leather handbags started decades, if not centuries ago, with luggage. Louis
Vuitton for example began as a steamer trunk seller before developing its handbag offerings.

Leather luggage is now seen more as a fashionable accessory than a utilitarian necessity. New leather luggage
products are being designed with comfort and convenience in mind by fusing design, shape, weight and innovation
to meet today's consumers' needs.

For example, Louis Vuitton recently introduced an innovative range of rolling trunks for the 21st-century traveler.

Louis Vuitton made its mark as a steamer trunk and luggage manufacturer, a heritage that is often explored by the
brand in its advertisements and collections. The luggage collection, "The Spirit of Travel," aligns with Louis
Vuitton's travel narrative as this is also the title of its  biannual campaign.

For the creation of the luggage collection, Louis Vuitton worked with industrial designer Marc Newson (see story).

Louis Vuitton's The Spirit of Travel leather luggage collection

Technavio suggests that leather travel bags is the fastest-growing portion of the leather luggage market. For the
forecasted period, Technavio expects the segment to post a CAGR of 6.8 percent.

Accessibility beckons 
Although leather goods are profitable and in demand, some luxury labels have struggled with market saturation,
causing strategy configurations.

Michael Kors, for instance, announced its plans to scale back department store retailing to protect the brand's
overall image and profits.

According to WWD, shares of Michael Kors increased 8.3 percent on Nov. 4, but despite the rising stock value for the
second quarter of 2015, the brand has seen a dip in the department store channel. As a result Michael Kors will pull
back its inventory in department stores mainly to avoid its merchandise being placed on sale by its retail partners
(see story).

Offering luxury goods at an accessible price point has also been a tactic developed by brands to boost profitability.
The accessibility level may also help entice millennials to buy at a younger age, and when more established and
financially secure transfer to higher priced goods.

Italian fashion label Trussardi, for instance, is showcasing its enhanced focus on its leather goods business with the
release of a handbag designed to be a constant companion.

Part of the house's planned five-year transformation toward accessible luxury, the Lovy bag features the
craftsmanship and design details at an approximate $600 price point. As the luxury industry seeks growth in a
difficult climate, a number of brands have reorganized their businesses with profitability in mind (see story).
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