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Social media has  upended much of luxury marketing. Image credit: Deloitte

 
By DANNY PARISI

VENICE, Italy Today's luxury business is in a state of upheaval, but for investors, the market is ripe with opportunity.

At the Financial T imes Business of Luxury Summit on May 22, a panel of executives from banks and investment
firms across Europe spoke about the luxury business from the perspective of investors, in particular the importance
of building a strong brand and audience. During their conversation with moderator Rachel Sanderson from the FT,
the panel emphasized that young people are an incredibly lucrative market for luxury.

"The challenge that fashion and luxury brands have is to concentrate on their DNA and their own strategy," said Elio
Milantoni, partner and head of M&A advisory for Deloitte. "Capture the millennials who will make up 40 percent of
the global market in the next seven years."

Peak growth

For luxury brands, there are multiple parts to running their business that each require unqiue skills and foresight.

During the panel, the discussion turned to how brands can grow from a respectable mid-sized luxury brand to a
company that is truly global.

To achieve this, though, many luxury brands require outside assistance.

"To oversimplify, if you have a great product and you understand and can capture the trends of the moment, you can
probably build a $100 million business, but if you want a $1 billion business, you need a number of things that those
some young entrepreneurs are not the best at," said Marco De Benedetti, managing director of The Carlyle Group
and co-head of Carlyle Europe Partners. "Sometimes the mentality of those entrepreneurs is a little bit of a control
freak type.

"Often they are not good at attracting talent in that organization," he said. "We can be a helpful partner and we can
help build the organization and attract the right talent."
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Growth is high among luxury brands. Image credit: Credit Suisse

The panel also discussed the current state of the luxury business.

Overall, growth is high and investors feel confident in luxury as a whole.

The panel agreed that luxury brands are good investments. The total luxury business is at around $500 billion total,
which is the highest it has ever been.

Yet despite this upsurge, there are still many uncertainties for luxury brands to deal with.

"On the one one hand you'll never feel as good about business as today, but on the other there are huge challenges
today," said Luigi de Vecchi, chairman of continental Europe for corporate and investment banking at Citigroup..

Social changes

Despite the questions that abound for the future of luxury, one constant is the disruptive effect digital and social
media have had on the business.

There are a whole batch of new luxury startups that exist mainly online and on social media that have completely
upended the way consumers, particularly valuable young consumers, shop for luxury goods.

For example, British fashion retailer Matchesfashion.com has unveiled a new interactive and curated guide called
The Style Daily.

The Style Daily is Matchesfashion's new curated content feature. Image credit: Matchesfashion

The feature combines elements of chatbots, editorial content and online shopping into a unique stream of
recommended products. Uniquely, the content provided by The Style Daily is available only through the retailer's
mobile application, emphasizing the primacy of mobile in the modern digital landscape (see story).

"There have been a number of brands that have emerged through social mediaLulu's, Fashion Novathey are built on
social media platforms," said Carrie Barber, managing director and head of global luxury, apparel and beauty at
Credit Suisse. "The market hasn't had an opportunity to evaluate that yet, and so I do think it's  a hard question to
answer how the market is going to value it.

"But it's  hard to argue when you have some cases businesses with 8 million followers and great revenue and they're
doing really well."
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