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By SARAH JONES

Once a high-growth market for the luxury sector, Russia's geopolitical and economic climate have deflated
spending in the country, but a new report from ContactLab and Exane BNP Paribas shows the nation is set for a
comeback.

Sanctions, the ruble's lowered value and declining oil prices, consumer confidence and consumption fell in recent
years, with luxury spending half of what it was at its  highest. A number of developments, including a lowered
unemployment rate and the possible removal of sanctions as leadership changes in France and the United States
may help brighten the luxury market in Russia and the industry's global outlook next year.

"Luxury industry projections are quite positive for 2017 given that the exit from 2016 is positive," said Marco Pozzi,
senior advisor at ContactLab. "During the second semester of 2016, Chinese and Russian purchases started to
rebound, with a shift from foreign shopping to domestic purchases for both nationalities."

Russian revival
Through the 1990s, Russia was the main growth driver of the luxury industry. In its heyday, Russia accounted for
more than 6 percent of global luxury spending.

Today China is the sector's main source of growth, with more than a third of luxury spending coming from the
populous nation. If China sees even low double digit growth next year, the global luxury market will see at least a 3
percent bump.

If Russia has its expected revival, worldwide luxury growth will rise an additional 0.5 to 1 percent.

ContactLab compared luxury brands' retail presence in Russia, and found that Brunello Cucinelli has 4.9 percent of
its store network within the nation, the greatest portion of any company studied. The Italian cashmere brand was
followed by Swatch Group, the parent of Breguet and Omega that has 105 stores in the country, and Prada.

https://www.luxurydaily.com/category/sectors/marketing-industry-sectors/
https://www.luxurydaily.com/russia-poised-for-a-luxury-turnaround-in-2017-report/
https://www.luxurydaily.com/wp-content/uploads/2016/12/Alena-Akhmadullina-465.png
file:///author/sarah-jones
https://pubads.g.doubleclick.net/gampad/jump?iu=/60923973/mid-article-micro-bar&sz=234x60&c=85099116&tile=1
http://www.contactlab.com/


Omega within Gum department store in Moscow

Among public companies, Ulysse Nardin, Breguet and Zenith have the greatest percentage of their stores in Russia.

Aside from their purchases at home, foreign purchases by Russian consumers are rising.

Euromonitor also noted the potential Russia holds. Devalued currency rates in Russia have spurred an uptick in
tourism and the purchase of luxury accessories within the market.

The market researcher attributes the positive effect on the Russian market to a number of factors including fewer
residents traveling abroad to buy luxury goods, as well as an influx of foreign tourists due to lower travel costs.
Although Russia's luxury sector has had its share of highs and lows, many brands have worked to capitalize on its
potential (see story).

ContactLab's report finds that luxury stores are congregated in Moscow and St. Petersburg, with only a handful of
studied brands open in second tier cities.

For instance, U.S. fashion label John Varvatos chose Moscow for its Russian debut, opening a boutique in June.
Although the economic forecast for Russia has been uncertain, entering a new market in this scenario allows a
brand to establish a relationship with consumers while the economy stabilizes or rebounds (see story).

John Varvatos in Moscow

"Armani has a strong position both on the physical network, with 47 monobrand stores in 18 Russian citiessecond
only to Swatch, on digitalwith ecommerce in Russia, language and content localization on Web site and emailsand
cross-channel, for example book an appointment in-store via the Web," Mr. Pozzi said.

"Italian brands Ermenegildo Zegna, Dolce & Gabbana, Valentino and Loro Piana should also perform well given
that they have strong roots in the Russian market, a significant store presence and perform reasonably well on the
Digital Competitive Map for Russia."

Digital divide

Luxury brands' digital performance in Russia is trailing behind their capabilities in the United States, according to
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ContactLab's digital competitive map analysis. In the U.S., a similar panel of brands receives a 55 percent score,
showing they are reaching half of their full potential, whereas in Russia, they receive only a third of the maximum
points.

Of the 33 monobrands and multi-brand retailers studied, Burberry leads the pack in customer experience for luxury
shoppers in Russia. Meanwhile Dolce & Gabbana has the best strategic reach, a measure of criteria such as
localized features and ecommerce availability in the market.

Dolce & Gabbana's Russian Web site

Tiffany & Co. is the only U.S. brand with a localized Russian Web site. Many do not offer a Russian specific Web site
or delivery to the country from their monobrand site, but many make up for this by selling through Russian
department store Tsum.

Other differences exist between the information available to U.S. and Russian clientele.

Some brands, such as Dior and Saint Laurent, include information about where a product was made for U.S.
customers, while they leave this detail out for Russian consumers. Russian luxury shoppers are slightly more apt than
the global average to value where a product is made as relevant.

Other opportunities that would extend brands' reach in Russia include using Russian social media channels, for
instance VK, and creating specific handles for followers in the nation, both moves only a few brands such as
Burberry and Dolce & Gabbana have made.

Email localization is also a chance for brands to better engage Russian shoppers.

Localization has also not extended to brands' customer service, with only a handful of brands offering phone or
email assistance or style advice in Russian, and no index brands enabling live chat in Russian.

While 69 percent of Russians prefer cash on delivery as the method of payment for online purchases, only local
player Alena Akhmadullina allows its customers to complete transactions this way.

Burberry stands out for its free delivery and express shipping options, which can get shoppers their package in three
to five days. None of the index brands offer Saturday delivery, which 50 percent of Russian shoppers consider
extremely or very important.

A majority of the brands studied also neglect cross channel services such as showing in-store availability on their
ecommerce sites.

Global heterogeneity presents many obstacles for brands looking to maximize their share through localization
efforts, according to a new report from L2.

The share of ecommerce sales in the luxury industry has tripled since 2009 and is set to triple again by 2025, but
obstacles such as currency, language, selection and payment method may make it difficult for brands to expand
and capitalize on their reach. As social media, the Web, and the development of BRIC, Asian, and Sub-Saharan
Africa in the future give brands more visibility, it is  essential that they monetize global consumers (see story).

"Dolce&Gabbana appears to be the best practice with local content on Web, email and social, as the only luxury
brand in the panel to have Facebook and Twitter accounts in Russian and the only one to have an official account
on Russian social media VK," Mr. Pozzi said.
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