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By DANNY PARISI

China's spectacular growth in luxury consumption recently is primarily driven by Chinese women buying ready-to-
wear fashion, jewelry and cosmetics, according to Bain & Company.

Per Bain's "2017 China Luxury Market Study," China's luxury consumption is outstanding and outpaces much of the
world. In addition to the value of Chinese consumers traveling outside of Asia, Bain's report also notes that Chinese
domestic spending has outpaced overseas purchases in the last year.

Spectacular growthSpectacular growth

China's centrality in the global luxury market has been a hot topic for over a year now, but Bain's latest report
introduces some interesting new wrinkles into popular understanding of luxury in China.

For one, much has been made of Chinese travelers purchasing luxury outside of China while on trips to other
countries. While this is undoubtedly still quite popular, Bain's report shows that domestic luxury purchases have
actually outgrown overseas purchases in 2017.
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China's luxury dominance. Image credit: Bain & Company

Chinese luxury consumption is primarily driven by two demographics: Chinese millennials and Chinese women. In
China, millennials purchased an average of eight luxury goods per year while non-millennials purchased an
average of only five.

Additionally, 93 percent of Chinese millennials either agreed or strongly agreed that they would spend more on
luxury and fashion goods in the next three years with only 7 percent disagreeing.

Similarly, China's three top growing luxury sectors were women's cosmetics at 28 percent, jewelry at 27 percent and
women's wear at 24 percent, showing that women are clearly a driving factor in bringing China up to 32 percent of
all global luxury consumers.

Chinese investment
In just the past few years, China has evolved from being the "factory of the world" to the consumer of the world,
according to an executive from Chinese ecommerce giant Alibaba.

Speaking at the National Retail Federation's Big Show on Jan. 16, Alibaba's North American vice president Lee
McCabe laid out some of the impressive data on China's massive growth as a global importer, and not just exporter,
of goods. The thesis of his talk was that, for any retailer, and especially luxury retailers, there is no reason not to sell
in China on a large scale (see story).

A number of luxury brands have already begun expanding deeper into China with a number of new expansions.

For example, L'Oreal-owned Giorgio Armani Beauty launched on Chinese shopping platform Tmall as part of its
efforts to capture China's fast growing appetite for high-end cosmetics.

In the weeks leading up the Jan. 16 launch, Armani Beauty held a series of pre-sale events on Tmall, Alibaba B2C
shopping platform. Similar to fashion, the cosmetics and skincare sector has steered away from online selling in
China due to counterfeit concerns, but recently, brands have begun warming to the idea as Chinese sellers establish
a sense of trust (see story).
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Women's wear, cosmetics and jewelry dominate in China. Image credit: Bain & Company

The brands that have begun selling in China have begun reaping the rewards. U.S. jeweler T iffany & Co.'s worldwide
net sales increased 3 percent to $976 million thanks to sales growth in China during the third quarter of 2017.

Ended Oct. 31, T iffany's third-quarter sales increase was attributed to its fashion jewelry and high, fine and solitaire
jewelry categories, during a time when the brand is working to further diversify its product offering. As for its nine-
month year-to-date results, also ended Oct. 31, T iffany's worldwide net sales totaled $2.8 billion, 2 percent above the
year prior, and comparable store sales declined by 2 percent (see story).

It is  clear that luxury fashion brands aiming to cash in on China's massive growth should keep an eye on millennials
and women.
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