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China's government efforts as well as the recent weakening of the United States dollar have helped stabilize the yuan
in international markets, giving valuable Chinese luxury consumers higher purchasing power.

After losses in 2016, tighter capital controls have helped stabilize China's currency, according to a new report from
T oronto Sumitomo T rading International. Stricter control has given investors more confidence, leading to the
increased purchasing power, which will be a valuable asset for luxury brands.
"What the [Chinese] government did has worked," said Daniel Holland, director of corporate equities of T oronto
Sumitomo T rading International, T oronto, Canada.
"T he substantial tightening has stopped the outflows and the foreign investments are coming back in the form of
FDIs and bonds," he said.
Fluctuating m arkets
As markets continue to become more globalized, many luxury brands are beginning to rely on international
shoppers.
Of particular interest to luxury brands is the recent growth of wealthy Chinese travelers who represent a significant
portion of high-end purchasing.
An overlooked part of international business in luxury is currency rates and the relative purchasing powers of
consumers in different countries. In China, the yuan was weakened in 2016, losing around 6.5 percent over the
course of the year.

Luxury is one of the biggest industries for ecommerce. Source: L2
But now, thanks to tighter capital controls form the Chinese government, the yuan's midpoint has been set to 6.8957,
85 pips higher than the previous one at 6.9042.
T his means, for luxury brands, that Chinese citizens now have greater purchasing power. Chinese consumers with a
higher purchasing power may lead to increases in luxury goods purchases while abroad.
T oronto Sumitomo forecasts that this growth will continue and that the yuan will trade at 6.9 per dollar by the end of
2017.
Stronger capital regulations brought down China's outbound investments by 35 percent and increased the
confidence of investors coming in. T hese factors all contributed to the Yuan's stronger showing.
Purchasing power
Chinese travelers represent the largest bloc of luxury consumers in the world, suggesting that high-end brands need
to pay more attention to their international customers.
T his data comes from Kinetic, which recently analyzed the shopping habits and trends for the luxury market in an
attempt to discern the largest demographics in international luxury shopping. T he data also showed that luxury
shoppers at international airports are ripe for targeting through geofencing technology (see story).
Luxury brands have a vested interest in the fluctuations of currency in the Chinese market.
Chinese luxury goods have also increased in price, as citizens have grown more affluent.

Luxury brands can target valuable affluent Chinese travelers
From June 2015 to June 2016, the luxury consumer price index increased by 5.1 percent, much higher than the
standard consumer price index (CPI)'s 1.9 percent increase, per the National Bureau of Statistics of China. As prices
increase, China's upper classes are also growing in number and all consumers are maintaining confidence in the
country's economy, all good signs for brands (see story).
Another reason for the strong showing of the yuan is the relative weakening of the US dollar amid international
concerns about war and tensions on the global stage.
"Concerns over the bitter relationship between the U.S. and North Korea and the developing war in Syria weighed on
the U.S. dollar and U.S. T reasuries,"said Michael Hudson, head of mergers and acquisitions at T oronto Sumitomo

T rading International.
"While it lowered the expectations for a U.S. interest rates hike, very little has changed in Asia's trading session," he
said.
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