
The News and Intelligence You Need on Luxury

RETAIL

T ax break for  US’ wealthiest gives luxury  
industry noticeable l i ft 
January 9, 2018

With sweeping tax reform, luxury inves tors  are feeling confident. Image credit: Cartier

 
By DANNY PARISI

The controversial United States tax bill passed by Congress last month has given the country's luxury business a
serious boost, according to Savigny Partners.

The Savigny Luxury Index saw a 3 percent bump in December following the passage of the new tax bill, which
critics feel has been designed to give more money to the wealthiest U.S. citizens. With more money and lower taxes,
luxury investors are celebrating and the U.S. luxury industry felt the effects.

"Luxury is a long-term game, there are no quick wins," said Pierre Mallevays, managing partner at Savigny Partners
LLP, London. "You need to invest in your brand, not milk it.

"The new corporate tax breaks will not only leave the U.S. luxury consumers feeling better off, but it will give U.S.
luxury brands more resources to reinvest in their brand and business," he said.

Tax break
The tax bill that passed through Congress in the U.S. in December 2017 was hotly controversial. One of the
indisputable effects of the law is that the wealthiest individuals in the country, those that are most likely to purchase
luxury goods, will be able to keep a much larger portion of their money.

Because of that, the U.S. luxury industry received a significant boost in the Savigny Luxury Index.

The other immediate effect is that luxury investing has increased in the past month. Fashion designer Victoria
Beckham and ecommerce retailer Moda Operandi both secured big investments and jeweler T iffany & Co.
increased its share price by 10 percent.
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The SLI had a 3 percent boost in December. Image credit: Savigny Partners

The three big luxury groups took the top spot in the index this month, with LVMH at the top followed by Richemont
and Kering.

One major mark of the celebration in the U.S. is  its  surpassing of the United Kingdom as the world's top consumer of
Champagne.

Real estate effects
Not every area of luxury will be affected by the tax bill, however.

New York sales transactions priced more than $5 million are primarily settled in cash, which will make the
upcoming cap on mortgage interest deduction in the United States' new tax law almost irrelevant to luxury real
estate.

Dictated in Douglas Elliman Real Estate's Q4 2017 Manhattan Sales Market Report the average price fell below $2
million for the first time in almost two years and real estate activity in general has stalled, alluding to a nervous
energy from buyers worried about the tax bill. Amongst the average price, apartment sales and price per square foot
dropped as well (see story).

Douglas Elliman listing in New York. Image credit: Douglas Elliman

The French luxury industry may be in for a less celebratory change in light of a newly proposed tax reform bill there
as well.

French President Emmanuel Macron has proposed a tax on hard luxury goods for the upcoming budgetary year.

President Macron and lawmakers from his political party will propose an amendment to France's 2018 budget that
would apply a tax to the purchase of yachts, supercars and precious metals such as gold. Left-wing opponents of
President Macron have accused him of being a "president of the rich," but this recent tax proposal begs to differ as
the wealthy would have to pay higher prices for hard luxury goods (see story).

The report also had advice for brands looking to have success marketing to lucrative affluent Chinese conusmers.

"Chinese consumers want to see that a brand has a legitimate presence in its home market before they will believe in
them," Savigny's Mr. Mallevays said. "To be successful in China, US brands have to be seen to have a visible and
prestigious retail presence in New York and other key cities before they can really tackle China."
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