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The Line app in Japan is  a major tool for brands  to connect to consumers

 
By BRIELLE JAEKEL

Japanese retailers are seeing slow growth in ecommerce, but brands on the popular mobile messaging application
Line are growing, according to a new report from L2.

L2's Luxury Japan Insight report shows that direct-to-consumer purchasing online in Japan is seeing adoption rates
of only 73 percent, compared to 90 percent in the United States. International luxury retailers are stepping into
Japan's online shopping market, as local department stores and ecommerce brands are lacking in the country.

"Index brands' direct-to-consumer ecommerce adoption rate increased by only six percentage points over the last
three years as Japanese luxury consumers still prefer shopping at bricks-and-mortar stores," said Yo Douglas, APAC
client strategy associate at L2, New York. "Brand sites are key to searching for luxury goods and act as an online-to-
offline bridge.

"Luxury brands have been investing in site search and navigation tools since 2014, and 97 percent of Japanese sites
provide store locators," he said. "However, omnichannel buying features are more limited, as only 19 percent of
brands offer in-store pickup of online orders. Improving omnichannel capability should give brands a competitive
advantage to serve local customers better."

Online retail in Japan
While direct-to-consumer online retail has not fully taken off in Japan the way it has in the U.S., a popular social
media platform is showing its potential to help usher brands into the digital age.

Similar to WeChat in China, Line is a Japanese mobile message application that consumers leverage to complete a
variety of everyday tasks. The app has quadrupled in luxury brand accounts in three years.

With the number of brands on the app growing so quickly, marketers on Line need to focus on creating sophisticated
functionality that is not only unique but also provides a needed service to the customer.
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The Line app is a popular app for consumers in Japan. Image courtesy of L2

"Line is the most dominant social media platform in Japan," L2's Mr. Douglas said. "The Line adoption rate of index
brands has quadrupled since 2014.

"This year, three brands under LVMH, as well as Cartier, Valentino and Miu Miu all launched Line accounts," he
said. "Line has become more than a social media platform, with investment in digital payment, CRM tools and AI.
[Line] released an Amazon Echo-like personal assistant this summer.

"Brands should monitor Line's innovation and think about how to leverage the app to reach Japanese luxury
shoppers."

For example, U.S. apparel label Michael Kors appealed to Japanese consumers with the 2016 launch of its official
account on Line, which is arguably the most popular communication application in the country.

To celebrate its premiere on the platform, Michael Kors teamed up with Japanese illustrator Yurie Sekiya to create a
series of sharable stickers featuring an exclusive character, trend-setting fashionista DJ Michelle the Cat. These
branded emojis not only enabled loyalists in Japan to share their affection for the label, but they also spread
awareness for Michael Kors' positioning and image (see story).

Luxury brands themselves are lacking in a retail presence online in Japan, allowing third-party platforms to take over
in terms of sales dominance.

Marketers and retailers that are doing well in the Japanese market are focusing on localization. Creating special
social media accounts specific to the Japan segment is important in connecting with affluent Japanese consumers.

With the ongoing upheaval in the luxury goods market all over the world, Japan is crucial to the success of these
brands moving forward. The country is billed as the second largest country for the luxury goods market.
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Gucci's Twitter account in Japan. Image credit: Gucci

Japan makes up 11 percent of spend on luxury goods from its consumers.

But tourist spend in Japan has taken a downturn, which means the Japanese citizen is more important to luxury
brands in the country than ever.

Luxury department stores in Japan are successful with bricks-and-mortar but are lacking in online retail. Many
department stores only sell a small portion of their brands online.

Japanese importance
Japan is a market that is highly influential in the luxury goods market, with more luxury brands making moves into
the country.

For instance, British apparel and accessories label Mulberry set its  sights on Japan through a new joint venture.

The company signed an agreement with Onward Global Fashion Co. Limited (OGF) to operate its business in Japan,
looking to tap into the potential within the market. While Mulberry knows how to position and market its brand,
linking with a local player that has extensive experience in Japan is expected to prove beneficial (see more).

British apparel and accessories brand Belstaff furthered its goal to increase its store footprint in Japan by opening a
boutique in Tokyo's most talked-about new retail space.

On April 20, Belstaff opened its first flagship boutique in Tokyo, selecting the cutting-edge Ginza Six development as
its location. Belstaff entered the Japanese market just last year with retail spaces in department stores Matsuzakaya
Nagoya and Isetan Tokyo as well as a shop in Kobe (see more).

"Traditionally, department stores have been major sellers of luxury goods offline in Japan, but they have struggled to
increase their online presence," L2's Mr. Douglas said. "Luxury ecommerce portals Noren Noren and e.Castel are
both owned by leading department stores in Japan, but distribute only 13 percent and 15 percent of the index brands
respectively.

"Also, Noren Noren's fulfillment speed is surprisingly slow with a delivery time of seven to 10 days," he said. "This
situation creates opportunities for global etailers such as Yoox and Farfetch to tap the market with a wider range of
products and more competitive prices."
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