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By MICKEY ALAM KHAN

A steamrolling majority in yesterday's general elections for Prime Minister Boris Johnson's Conservative Party
means that the United Kingdom can now get on with the business of getting Brexit done. Eviscerating the Labour
Party margin, the Tories won 365 seats, up 47 from the previous elections and the biggest electoral mandate to the
party since 1987.

What does this mean for British luxury brands that seek clarity on the future relationship between the U.K. and
European Union, which buys 42 percent of British luxury exports and has heavily integrated supply chains across the
continent? Without doubt, there is apprehension among members of Walpole, a lobby for more than 250 British
luxury brands.

"Walpole members will welcome an end to the uncertainty of the last three years, and historically a Conservative
government has offered the conditions in which British luxury thrives, but we remain concerned about the timetable
for the negotiation of the U.K./E.U. trade relationship," said Helen Brocklebank, CEO of Walpole, London.

"Completing something that works hard for the high-end sector in just 11 months from the 31  January withdrawal
will be challenging," she said.

"For British luxury businesses with deep supply chains through Europe, the devil will be in the detail of that trading
agreement."

Walpole members include Bentley Motors, Rolls -Royce Motor Cars, Burberry, Alexander McQueen, Coutts, Fortnum
& Mason, Johnstons of Elgin, Henry Poole & Co., Manolo Blahnik, Net-A-Porter, Selfridges, Harrods, T iffany & Co.,
Asprey, Holland & Holland, Claridge's, Farfetch, Church's, Turnbull & Asser, Rolex and Facebook, among others.

John Bullish?
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Mr. Johnson, who first took office as PM in July after Theresa May resigned, has promised to pull the U.K. out of the
E.U. by end of January.

With "no ifs, no buts," he intends to have all agreements between the divorcing parties signed by end of next year a
tall task as decades-worth of regulations have to be reworked or undone as part of the hardscrabble negotiations
expected in the months ahead.

The divorce could hit British luxury hard.

The British luxury business is growing at more than double the rate of the U.K.'s overall economy.

According to a report earlier this year from Walpole, Britain's luxury business has achieved almost 50 percent
growth in the four years from 2013 to 2017.

Propelled by exports, tourism and manufacturing, the British luxury business is now worth 48 billion pounds, or
almost $61 billion, to the U.K.'s economy.

"These figures demonstrate the exceptional contribution British luxury makes to the U.K. economy and to the
reputation of brand Britain worldwide," Ms. Brocklebank told Luxury Daily at the time.

"Few other business sectors can demonstrate growth of nearly 50 percent in just four years and, against a
challenging political backdrop," she said.

"This is a sector that continues to demonstrate a commitment to investing in U.K. manufacturing and creating
sustainable employment across the country."

Cross-sector contribution
In 2017, the British luxury sector's exports reached 38.5 billion pounds, or $38.8 billion, up from 25 billion pounds, or
$31.7 billion, in 2013.

The leading export markets for British luxury goods are the E.U., North America and China.

Since 2013, the British luxury industry has grown 9.6 percent per year, on average, compared to the U.K.'s overall
economic growth of 4 percent.

British luxury goods encompass a wide breadth of categories, including apparel and accessories, watches and
jewelry, fine wines and spirits and car manufacturing.

Luxury car sales accounted for 31.4 billion pounds, or $39.8 billion, in sales in 2017, almost two-thirds of all luxury
sales. More than a third of total sales from U.K. automakers are high-end vehicles.

Apparel is the second most valuable luxury industry in Britain, contributing sales of 5.8 billion pounds, or $7.4
billion, in 2017.

Although luxury hotels had more modest sales of 1.6 billion pounds, or $2 billion, in 2017, tourism is crucial to the
British luxury industry.

Affluent travelers spent an estimated 4.5 billion pounds, or $5.7 billion, on luxury goods in the U.K. during 2017.

Walpole estimates that about 70 percent of British luxury businesses, including Bentley Motors, Rolls -Royce Motor
Cars and Burberry, manufacture at least part of their products domestically, benefiting the economy while
emphasizing the brands' appreciation of craftsmanship.

Luxury businesses currently employ 156,000 people in the U.K., both directly and indirectly. Many British luxury
brands, including automakers, differentiate themselves by investing in apprenticeship programs for a highly skilled
workforce.

While Walpole's report only includes data through 2017, British brands have continued to find success.

In 2018, British automaker Rolls -Royce Motor Cars celebrated its highest ever annual sales. The Americas kept its
position as the largest region in sales, but all markets saw year-over-year growth.

In tandem with its sales growth, the automaker also broke a record with its apprentice intake, with the highest number
of individuals in the program at 23. In addition, Rolls -Royce added a total of 200 new jobs (see story).

Brexit and business
Walpole estimates that in 2019 alone, British luxury could see sales between 51.1 and 57 billion pounds, or up to
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$72.3 billion. However, this forecast is highly dependent on the outcome of Brexit's negotiations.

Parliament since 2016 when the U.K. voted 52-48 to opt out of the E.U. has struggled to pass a Brexit deal, which this
summer resulted in the resignation of Ms. May as prime minister (see story)

Some brands are already feeling an impact from the chaos associated with Brexit.

Three-quarters of British automakers believe a "no deal" split from the E.U. would have negative repercussions
across the industry. According to a member survey from the Society of Motor Manufacturers and Traders, one in five
automakers have already seen a loss in business (see story).

More than 40 percent of British luxury goods are exported to the E.U., compared to 23 percent and 11 percent to North
America and China, respectively.

According to a prior report from Walpole, British luxury could lose almost $9 billion if the U.K. leaves the E.U.
without any sort of deal. Additional tariffs, taxes and regulation differences between the U.K. and the E.U. may cause
a fifth of British luxury business to be at risk (see story).

"We look forward to continuing this kind of robust growth, not least in exports, but the threat of exiting the E.U.
without a deal remains and would cost British luxury businesses 6.8 billion pounds in lost export revenues," Ms.
Brocklebank told Luxury Daily over the summer.

"Now is the time for policy makers to provide distinct sector recognition and to guarantee a suitable framework to
protect the growth of the U.K.'s high-end creative and cultural industries," she said.

Helen Brocklebank, CEO of Walpole, with Michael Ward, managing director of Harrods  and also chairman of Walpole, at the British Luxury
Showcase in New York Oct. 25, 2019

Won nation
Mr. Johnson campaigned in the past few weeks as a one-nation Tory, promising no increases to income tax, value-
added tax (VAT) or national insurance. He said his government will invest more in science, schools,
apprenticeships, infrastructure, clean energy and green measures to reduce carbon emissions. Add to that
Australian-style, points-based immigration controls.
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Many of these manifesto commitments affect affluent Britons and Europeans resident in the U.K., as well as
companies with local headquarters, plants and operations.

A major beneficiary of this newfound political stability is upscale real estate across the U.K. That certainly is the view
of Knight Frank, one of the leading property brokers worldwide with U.K. origins.

"My view is that the election is a game-changer for the prime residential market in London and the wider U.K.," said
Liam Bailey, global head of research at Knight Frank, London.

"The London market, in particular, has experienced weak trading conditions since stamp duty (purchase tax) was
increased in late 2014," he said. "Since then uncertainty surrounding Brexit and the political situation in the U.K. has
meant pricing has fallen further and faster than in any major global market with prices in central London down by
upwards of 25 percent over the past five years.

"Add in the currency discount as the pound settled at a low level due to Brexit, and the purchase opportunity for
domestic but especially foreign buyers is immense.

"What was needed to unlock this opportunity was political stability and last night's result provides this in bucketfuls.
Demand is already rising. We have seen several prospective renters change focus to the purchase market and supply
will rise.

"For this reason, expect the recovery to be experienced through rising sales, but not immediately through rising
prices."

That said, now comes the hard task of figuring out quid pro quo arrangements between the U.K. and its biggest
trading partner, and the status of E.U. citizens in the country.

A BIGGER POLITICAL mandate could have Mr. Johnson playing hardball with much more ease. But disagreements
could also lead to the E.U. hitting the U.K. in its soft underbelly, affecting the flow of luxury goods and services
between the two markets.

"With the biggest Tory majority since 1987, Mr. Johnson is also now free to push through whatever kind of future
relationship he negotiates with the E.U.," Walpole's Ms. Brocklebank said.

"Whether he opts for a basic trade agreement and pivots the economy towards America and Asia, or chooses to
forge a much closer trading relationship with the E.U., remains to be seen, but the comfortable majority ensures that
he has the license to choose," she said.

"Nevertheless, Mr. Johnson has previously ruled out extending the transition period beyond December 2020, and the
timetable for negotiating the future U.K./E.U. trading relationship remains extremely tight, and so the optimism British
luxury businesses may feel at having a majority government will inevitably be tempered by caution."
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