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Farfetchsaw growth last year and launched its IPO. Image credit: Farfetch

By SARAH JONES

Ecommerce is becoming an increasingly significant portion of the luxury fashion business and itis driving much of
the category's growth, as consumers seek out better selection and simplified shopping.
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Fashionbi's Fashion Ecommerce Market report notes that the number of ecommerce shoppers in the fashion

category is projected to climb to 1.2 billion by 2020. Much of the new customer base is comprised of millennials and
Gen Zers, making online a key channel for reaching luxury's up-and-coming buyers.

"Those companies that are not present at any online store owned or via a retailer are missing the customer," said
Yana Bushmeleva, chief operating officer at Fashionbi, Milan. "It's true that around 90 percent of transactions are
still happening at the brick-and-mortar stores, but the online store is a crucial touchpoint of the customer journey.

"One-third of the purchases is influenced by digital channels, including the online store," she said.

Fashionbi's report looks at the biggest players in fashion ecommerce, including Asos, Farfetch, Revolve, Yoox Net-A-
Porter Group, Boohoo, Global Fashion Group, Tmall and Zalando.

Growth trends

Pure-play etailer Farfetch saw the strongest growth of the companies studied for Fashionbi's report, with its revenues
increasing 56 percent year-over-year in 2018.

Founded in 2007, the retailer has 2.8 million customers around the globe.
Farfetch's average basket value was $618.60 last year, the highest of the retailers featured in the report.

Yoox Net-A-Porter Group, which is now a part of Richemont, has about 3.5 million active customers in 180 markets.
Last fiscal year, the company's revenues totaled about $2.3 billion.

YNAP's revenues are greater than Farfetch's, with the latter seeing $602.3 million last year. However, YNAP's growth
was fairly flatin the fiscal year, with a 0.7 percentrise in revenues.
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NetA-Porter has launched try before you buy services. Image courtesy of Net-A-Porter

However, while YNAP and Farfetch are some of the leaders in luxury ecommerce, they are far smaller than China's
online retailers.

Alibaba's Tmall and Taobao dwarf Western fashion retailers, with $36.9 billion in revenues in the year ended March
2019 and 654 million customers.

While Tmall and Taobao have more than just fashion, Tmall in particular has worked to boost its presence as a
luxury retailer.

Alibaba has given luxury houses a new retail format within its Tmall Luxury Pavilion, which is designed to more
thoroughly connect the online and offline shopping experience.

A select group of heritage brands is being invited to build Maison storefronts, which enable them to have even more
control over their presence on Luxury Pavilion. Bottega Veneta, Valentino, Burberry, Tod's and Ermenegildo Zegna
were among the first brands to launch Maison stores, allowing them to reach valuable Chinese shoppers in a more
exclusive environment (see story).
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Burberry's presence on Tmall. Image credit: Tmall

"In China the ecommerce companies are trying to blur the line between online and offline," Ms. Bushmeleva said.
"In 2018, Tmall has launched a consumer services center in Hangzhou.

"A one-stop shop for everyday consumer needs includes smartphone and watch repairs, high-end cleaning for
luxury goods, footwear and jewelry and clothing alterations," she said. "Users can check rates and pre-book the
services online using Alibaba's Tmall or mobile Taobao app and track the status of their order until it is ready for
pickup. Or adopting the social media channels for mcommerce, there are many examples of how luxury and
premium brands are selling special collections and limited-edition products on WeChat."

In general, pure-play etailers are growing at a faster rate than mass-market retailers such as Inditex and H&M.

Online opportunity
By 2022, fashion ecommerce is projected to reach $713 billion.

In 2018, ecommerce was only 12 percent of total fashion sales, but it is increasing considerably. McKinsey estimates
that fashion ecommerce could grow three times over in the next decade.
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Consumers are spending more on luxury apparel, footwear and accessories online, helping to drive a 50 percent
increase in dollar sales in recent years.

According to data from NPD Group, while consumers have not upped the frequency of their apparel and accessories
purchases, the average spend per shopper has grown. Meanwhile, shoppers are buying footwear more often than
before, and the category sees the highest average spend (see story).

While not covered in the report, traditional luxury retailers are also seeing growth in the online channel.
At both Neiman Marcus Group and Nordstrom, online sales now represent about 30 percent of their businesses.

With consumers showing a willingness to buy big-ticket fashion online, luxury brands are rolling out services to for
the affluent shopper.

YNAP is catering to its top luxury customers with plans to add more than 100 employees to its personal shopping and
client relationship management teams.

The new hires will work with Net-A-Porter's and Mr Porter's loyal customers, who are referred to as EIPs, or
"extremely important people." In addition to the hiring drive, YNAP's Luxury Division is expanding the footprint of its
client relations staff by building hubs in key affluent markets such as San Francisco and Dallas (see story).

"I see that the online market is becoming more luxurious," Ms. Bushmeleva said. "It's not about a plain Web site and
colorful images anymore, it's about experience and content marketing.

"Good examples are Tmall Luxury Pavilion, Extremely Important Person by NetA-Porter, luxury white glove delivery
service by JD.com," she said. "The future of ecommerce is definitely about omnichannel business, full integration of
data between online and offline sales and behavior analysis."
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