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Boosted by a rebound in China, the global luxury market is projected to grow between 6 to 8 percent this year,
according to Bain.

The researcher's "Luxury Study 2018 Spring Update," presented in partnership with Altagamma, found that China will
account for much of luxury's growth this year, with sales in the market expected to rise between 20 and 22 percent.
Due to the younger demographics of Chinese luxury buyers, these shoppers are pushing many of the business'
millennial-centric trends such as streetwear and digitization.

"2018 is off to a strong start," said Claudia D'Arpizio, partner at Bain & Company and lead author of the study.
"Currency fluctuations will have an impact, but we expect the healthy trend to continue across all regions and
customer segments.

"Chinese consumers continue to stand out as a growth-driver for the industry, and are more fashion-savvy and
digitally advanced than ever before, accelerating the shift of the industry to the millennial state of mind," she said.

Looking up
In 2018, the luxury market is poised to grow to between 276 to 281 billion euros, or about $325 billion to $331 billion.

Much of the growth will come from Asia, particularly China. Japan is expected to rise 6 to 8 percent this year, while
the rest of the region is expected to grow 9 to 11 percent.

Japanese cities saw increased tourist spending, while Hong Kong and Macau are improving. Geopolitical tensions
in South Korea could hurt the luxury goods market there, as the nation relies on spending from Chinese tourists.
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Shopper at DFS' T  Galleria in Hong Kong. Image credit: DFS

Along with Asia, the Americas are also expected to see growth. In the U.S., a weaker dollar helped holiday sales,
while tourists from Europe and Asia also boosted retail.

Overall, the North and South American region is anticipated to see its luxury goods market grow 3 to 5 percent this
year.

While a weaker dollar helped propel U.S. sales, a strong euro dampened tourist spending in Europe. The region is
expected to grow 2 to 4 percent in 2018.

Outside of the Americas, Asia and Europe, the luxury market will see up to 2 percent growth.

According to the report, growth is being driven not just by price increases but also by greater volumes.

Gucci is one example of a brand looking to ramp up its production. Earlier this year, the company opened a new
almost 400,000-square-foot facility, dubbed Gucci ArtLab, that focuses on activities such as prototyping,
experimentation and research and development. Demand for Gucci products has nearly doubled in the last three
years, spurring the brand to invest in craftsmanship, innovation and infrastructure that will shorten its lead times
(see story).

Gucci's ArtLab aims to shorten lead time for leather goods. Image credit: Gucci

Bain says that the global luxury goods market could reach 390 billion euros, or about $459 billion at current
exchange, by 2025. The researcher predicts that luxury will grow between 4 to 5 percent each year through 2025.

Millennial mindset

Millennials are slated to represent half of the luxury market in approximately five years. As they become the
dominant force in luxury, they are also prompting brands to adopt new styles and ways of doing business.

One of the key trends in luxury today is a move towards less formal attire, helping to drive sales of sneakers and
streetwear.

Luxury shoppers are increasingly turning towards more casual styles for self-expression, according to a new report
from the Boston Consulting Group and Altagamma.
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Millennials are expected to represent half of the luxury market by 2024, and their fashion choices differ from
previous generations, as they are more apt to mix high and low labels as they seek out clothing that fits  their personal
brand. Traditional luxury brands are responding through adaptation and collaboration (see story).

"Luxury brands should view themselves as the masters of their own destiny," said Federica Levato, partner at Bain &
Company and co-author of the report. "Customers are responding to targeted strategies, and top performing brands
are already winning over the customers of tomorrow."
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