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By DIANNA DILWORT H

The coronavirus is taking its toll on the health of the luxury business, as uncertainty is keeping consumers home,
stock markets worldwide gyrate unnervingly and oil prices plummet.

Concerns about a recession are keeping consumers from going shopping and planning for vacations. Bernstein
and Boston Consulting Group estimate that the coronavirus could lose up to $43 billion in luxury sales this year.

"As far as today goes, many stores including the luxury ones are virtual ghost towns," said Bob Shullman,
founder/CEO of the Shullman Research Group, Stamford, CT.

"As far as the rest of the year goes, only time will tell, but the luxury markets will not recover most likely until
consumer confidence recovers," Mr. Shullman said. "The only recent example we have is what happened in 2008
when Lehman tipped."
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Wait and see
The current outlook looks dire. Flights are being grounded. Hotels and stores are empty. Americans are being
warned to avoid cruises.

At this moment consumers are wondering if and what plans they can make this year. This hesitation is not helping.

The vast majority of consumers are not willing to risk an infection as the virus continues to spread.

"The fear is of a recession," said Al Ries, chairman of Roswell, GA-based positioning consultancy Ries and author
of Positioning. "Many luxury shoppers are afraid to go out in public and are afraid their financial situation could get
much worse. Actually, I remember the Depression in the 1930s. It was terrible.

History indicates that when the stock market tanks, virtually all consumers take a deep breath and most of the time
hold back on executing any plans they have to buy non-essential goods and services such as luxury products and
services, Mr. Shullman said.

"Weathering this storm is not going to be easy in any way, shape or form," Mr. Shullman said.

"I suspect we are going to see a fair number of layoffs and potentially some weak brands going under," he said.
"The brand best be praying that the virus is like the flu and tends to take a pause during the warmer spring and
summer months."
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Giorgio Armani fashion show sans  audience at Milan Fashion Show 2020. Image credit: Giorgio Armani

Arrivederci?
Italy is home to hundreds of luxury brands including Gucci, Bottega Veneta, Brunello Cucinelli, Brioni, Valentino,
Versace, Prada, Armani, Dolce & Gabbana, Marni, Iceberg, Tod's, Loro Piana, Missoni, Trussardi, Moschino, Dirk
Bikkembergs, Salvatore Ferragamo and Ermenegildo Zegna. It is  also the Western country most affected by the
coronavirus, and currently in a government-mandated national lockdown.

When COVID-19 first came Italy, Giorgio Armani held its fashion show during Milan Fashion Week without an
audience. It was a harbinger of things to come.

If Italians cannot leave their houses and affluent tourists cannot visit Italy, luxury across sectors is the big loser.

"The lockdown will impact the manufacturing of the luxury brands that actually manufacture in Italy what they sell
around the globe,' Mr. Shullman said.

"As such, the Italian brands such as Tod's, Prada, Gucci, Bottega Veneta and Ferragamo that, according to a WSJ
article on Saturday [March 7], will most likely will experience difficulties producing what they ship to retailers
around the globe," he said.

"For luxury retailers, I envision some layoffs and potentially the closing of some locations," he said.

But it is  not all bad news.

Mr. Ries said that some of these Italian brands, many of whom are represented at retail globally and can be ordered
online from anywhere in the world, may be able to turn it around.

"It will actually help Italian brands," Mr. Ries said. "Many people will buy Prada and other Italian brands because they
feel sorry for the situation in Italy."

But Italy will not be able to appeal to the sympathy of travelers who will not be coming any time soon.

"All Italian hotels will be closed," said Richard Cutting-Miller, executive vice president at travel consultancy
Resonance, Vancouver, BC. "The impact will be devastating.

"The spring and probably summer season will be lost," he said. "Fall will also suffer a significant loss, but will see
some business slowly returning. Normal hotel business will not return until 2021."

And Italy may hint at what is to come for other regions.

"In those places where there is an outbreak or lockdown, the hotels will close or run with absolute minimum staff for
the duration of the event," Mr. Cutting-Miller said.

"For all other hotels, the hospitality business will suffer significant loses in occupancy and revenue," he said. "Most
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meetings, conferences and group travel will be cancelled. The overall impact on the global hospitality business will
be significant."

Cue from China
Chinese shoppers are some of the most avid consumers of luxury goods and they have already been through what
seems like the worst of the coronavirus.

Cases in the country have steadied, according to reports. If things get better, the economy could rebound there and
bring affluent consumers out of lockdown.

"The good news is the situation in China, which seems to be improving," Mr. Ries said.

Luxury brands may look to China to understand how the year will fare in Europe and the United States.

In the meantime, luxury brands will have to hold tight and manage expectations through these uncertain times,
perhaps building brand over social media to be top of mind when shoppers return to stores.

"There is not much they can do," Mr. Ries said. "The worse thing is to hold sales, which would undermine the
perceptions of the brands. Just keep your fingers crossed."

Al Ries  is  chairman of pos itioning consultancy Ries

Optimism in dark times
In the meantime, the luxury sector is growing and new categories such as electric vehicles offer opportunities to
marketers and appealing products to consumers.

"The biggest opportunity in any business is to develop a new category," Mr. Ries said. "And then be the first to launch
a new brand in that new category. Tesla is worth more on the stock market than General Motors and Ford combined.

"My belief is  that things will improve by the end of the year," he said. "Hope springs eternal. Hopefully, the situation
will change in the near future. The coronavirus will decline and the stock market will go back up."
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