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Jonathan Akeroyd, Donatella Versace, John D. Idol celebrate acquis ition. Image credit: Michael Kors /Rahi Rezvani

 
By BRIELLE JAEKEL

When it comes to mergers and acquisitions in the luxury business, many companies are consolidating and
expanding into new markets and sectors to better cater to diversifying interests.

According to a new report from Baker McKenzie, Michael Kors' Versace takeover, Richemont's move for complete
Yoox Net-A-Porter Group control and LVMH's Belmond buy show that luxury brands are diversifying their holdings
into new markets and territories. As consumers' interests continue to grow, these marketers are hoping to ensure a
bright future where they can cater to all, while maintaining their prestigious images.

"To remain competitive, retailers need to get a better grasp on what makes shoppers tick," said Alyssa Auberger,
chair of Baker McKenzie's consumer goods and retail group. "The increased consumer desire for personalization
whether around a product or an experience is one aspect brands need to be sensitive to, as is the desire to share
values with a brand to trust a product and feel a connection, and those are both likely to be drivers in M&A in the
sector."

M&A in luxury
The luxury business is consolidating, with so many mergers taking place that fewer companies are controlling the
industry.

But the big heritage companies will have to continue strengthening their experiential and personalization
undertakings, as small startups and other businesses figure out how to bring luxury to the masses.

Baker McKenzie notes that M&A activity in consumer goods and retail jumped 25 percent from 2017 to 2018, but the
firm's Global Transitions Forecast predicts it will drop from $700 billion in 2018 to $629 billion this year. This
decrease will still remain ahead of other sectors, such as finance, tech and healthcare.

In the report, Ms. McKenzie reports that consumers are hungrier than ever for personalization and need to feel
connected.

Luxury groups are more durable to outside factors than other sectors, but they are also broadening themselves.
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For instance, LVMH Mot Hennessy Louis Vuitton is expanding its hospitality portfolio with the acquisition of hotel
group Belmond.

The Belmond Orient Express, now controlled by LVMH. Image credit: Belmond

Founded more than 40 years ago, Belmond encompasses 46 travel experiences, including hotels, trains and river
cruises. As luxury becomes more about experiences than ownership of physical goods, LVMH's move will help it
capture more of the growing high-end travel business (see story).

With the Versace acquisition, Michael Kors took control of the label and afterwards changed its parent company
name to Capri Holdings Limited, in a move to strengthen its luxury offerings and rival companies such as LVMH,
Richemont and Kering.

Jimmy Choo is  another brand in the Capri family. Image credit: Capri

Richemont took control over Yoox Net-A-Porter, buying out the remaining shares the luxury conglomerate did not
previously own in an effort to maintain jurisdiction over the online retailer.

United States IPO
In the United States, public offerings are becoming more popular even though there is political and economical
uncertainty.

While a federal shutdown has taken place and the country is undergoing a trade crisis with one of luxury's biggest
markets, China, many American brands are still looking into IPOs.

For instance, luxury consignment platform The RealReal is rumored to be looking into a possible plan to go public.

According to a report from Reuters, someone close to the situation claims that The RealReal Inc. has been meeting
with banks to work on an initial public offering. The IPO would follow widespread growth from The RealReal, as it
recently dropped its first global campaign and succeeded in a positive round of funding last year (see story).

"America's IPO momentum is building, despite an uncertain forecast around GDP growth in light of moves such as
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the recent federal shutdown," said Brian Chia, partner of M&A at Baker McKensie. "Broadly speaking, across Asia,
access to growing and deepening markets, new geographical footprints, a younger consumer demographic and
increasing income disposal all bode well for M&A.

"However, brands may become more selective and strategic in their choice of targets and be circumspect," he said.
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