
The News and Intelligence You Need on Luxury

FRAGRANCE AND PERSONAL CARE

Digital  effor ts,  China bolstered EsteDigital  effor ts,  China bolstered Este
Lauder ’s sales growth last yearLauder ’s sales growth last year
March 15, 2018

Es te Lauder's  Lead Beauty Forward initiative has  propelled its  omnichannel growth. Image credit: Es te Lauder

 
By DANNY PARISI

Beauty conglomerate Este Lauder has seen massive growth in sales revenue over the last fiscal year driven largely
by the group's mobile-first, digital-first ethos and the rapid expansion of the Chinese market.

During the group's presentation at the Bank of America Merrill Lynch 2018 Consumer & Retail Technology
Conference, CEO Fabrizio Freda spoke at length about how the company plans to take advantage of its  favorable
position in the market as well as what strategies brought it there. Mr. Freda was particularly proud of the time-to-
market improvements Este Lauder has experienced and touted the company's impressive flexibility for its size.

"We used to have 18 months to market, now we are at 12 months for our big changes," Mr. Freda said. "Many of our
small changes can go from development to market in just five months."

Online growth

The global luxury industry is growing at a steady rate, thanks to strong showings from China and a bounce-back
from the financial crisis of the late 2000s.

Este Lauder has found itself in an enviable position as a purveyor of some of the most prestigious brands in the
luxury cosmetics category. The company's return on invested capital sits at 21.9 percent over the last five years, the
highest among luxury beauty companies, compared to LVMH's 14.6 percent and AmorePacific's 14.3 percent.

The group has stated that online sales, which began more than two decades ago when Este Lauder was one of the
first to launch an ecommerce shop, have helped boost the brand's overall revenues. Consequently, the group now
thinks of itself as a primarily digital-first company and leads with digital and mobile on every project.
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Este Lauder has diversified its growth. Image credit: Este Lauder

"Our expertise has made us a leader in social media communication," Mr. Freda said. "We can see what drives
traffic and engages users.

"We were pioneers when we launched ecommerce two decades ago," he said. "Our online sales have been growing
25 percent on average driven mainly by mobile."

Mr. Freda pointed to some of the mobile and multichannel initiatives taken on by Este Lauder's brands such as La
Mer and Tom Ford as being examples of how the company puts digital first.

Este Lauder has launched digital tools such as live chat with makeup artists, click-and-collect, same-day delivery and
loyalty programs to reach the online shopper. Investing in omnichannel, the group also established its multi-year
Leading Beauty Forward initiative.

"One of our strengths has been the reliability of our performance," Mr. Freda said. "Despite economic and political
volatility, we have achieved significant gains year after year.

"We forecast sales growth of 10 to 11 percent for fiscal year 2018."

The China effect
One thing that Mr. Freda stressed in his call is  that Este Lauder's commitment to digital is  not confined solely to its
consumer-facing products.

Instead, the company makes use of digital in all areas including training its employees. Earlier this year, Este Lauder
expanded its use of augmented reality technology to its retail operations.

After launching a series of consumer-facing activations using Perfect Corp.'s YouCam application, the company has
created an Augmented Reality Training (ART) program for its Beauty Advisors. Virtual experiences are being used
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more often by brands to streamline aspects of business, from training to technical work (see story).

Mr. Freda also emphasized the role China has played in the company's growth and the potential long-term effects of
investing in China.

The company's continued growth. Image credit: Este Lauder

Asia's bounce back as a major luxury goods consumer market is one of the factors supporting beauty marketer Este
Lauder's 17 percent sales growth, as reported in its latest earnings.

Este Lauder saw net sales of $3.74 billion in the quarter ended on Dec. 31, compared to $3.21 billion in the previous
year's quarter. Este Lauder attributes its positive sales to growth in Asia, online global sales and travel retail (see
story).

"I think China is a long-term opportunity," Mr. Freda said. "This will be probably the biggest opportunity in the future.
Overall Chinese consumers are really passionate about beauty.

"China is not anymore only a skincare engine," he said. "They are entering into makeup in a big way.

"China has grown from a single engine, skincare, to multiple engine area."
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