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By DANNY PARISI

China is rapidly becoming one of the most important luxury markets in the world, with more than $7.4 billion in
luxury goods being bought in the country per year, according to a new report from McKinsey.

This data comes from McKinsey, which looked at shopping habits and economic growth in China to determine
where the country's luxury market is headed in the next few years. McKinsey's report found was that China will soon
have more millionaires than any other country in the world and some of the most affluent households anywhere,
making it an extremely important area for luxury brands internationally.

Global growth

Any retailer, especially in the luxury sector, could tell you that China is becoming massively important to any
business' global strategy.

The country is undergoing rapid growth and will soon be one of the wealthiest nations in the world, with a large
percentage of that wealth being held by a group of ultra-rich consumers.

In 2008, China accounted for only 12 percent of luxury spending worldwide. Now, McKinsey estimates that 75
percent of global luxury growth is attributable to China and more than $65 billion in luxury spending comes from the
country in total.
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Chinese luxury spend. Image credit: McKinsey

The rise in luxury spending in China is the result of symbiotic efforts from Chinese consumers and luxury brands.

More Chinese millionaires are coming to existence, leading to more interest from luxury brands, which causes
them to have more of a presence in China. This in turn means more Chinese consumers purchase luxury goods.

From 2008 to 2014, the number of Chinese luxury buyers doubled, showcasing just how quickly the country is
emerging onto the stage of global luxury.

By 2025, McKinsey estimates that global luxury will reach RMB 2.7 trillion, or about $400 billion at current exchange,
with 44 percent of that coming from China alone.

One interesting trend that has emerged from this research is that wealthy Chinese buyers are far more impulsive than
the average customer, meaning that they are more likely to buy a product within a short time after encountering it or
without evaluating it compared to other products.

This provides an ample opportunity for luxury brands to have a more physical presence in China in the future to
capture this impulse buying segment.

Gold rush
Luxury brands from around the world have been scrambling to get more of a foothold in China, with many seeing
positive results.

While Italian luxury group Tod's reported a 2.9 percent decline in revenue for the first half of 2017, sales from China
increased 1.4 percent for the first half, year-over-year.

Even though China is placed third by region share, right after Italy and Europe, it is  the only region that experienced
positive growth, which means Tod's next task could be to figure out how to discover the full potential of this market
(see story).

Others have been taking a more active approach.
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Impulse buys. Image credit: McKinsey

Kering-owned label Saint Laurent is enhancing its Chinese ecommerce capabilities with help from online retailer
Farfetch.

Saint Laurent will be the first brand to leverage the newly formed partnership between Farfetch and JD.com, which
allows the former to benefit from JD's logistics, marketing and service capabilities designed to cater to local
clientele. Farfetch's Shanghai-based team will tap into the company's relationships with both JD and WeChat to better
market and sell to the Chinese consumer, particularly millennials (see story).

These efforts show that China is turning into a major hotbed for luxury involvement and smart brands will
understand the massive importance both China and the surrounding regions have for the future of global luxury
development.
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