
The News and Intelligence You Need on Luxury

SPORTS

Will  luxury brands sti l l  sponsor  sportsWil l  luxury brands sti l l  sponsor  sports
events this year  after  the coronavirusevents this year  after  the coronavirus
pandemic?pandemic?
May 15, 2020

Rolex sponsors  the tennis  US Open at Arthur Ashe Stadium in New York. Image credit: US Open

 
By DIANNA DILWORT H

Luxury brands have a legacy in sports sponsorships, but will this change now that several professional sports
organizations have been forced to re-imagine their 2020 live-event schedules with COVID-19 social-distancing rules?

Rolex, Citizen, American Express, Lexus, Mercedes-Benz and BMW are among brands that support sports such as
polo, golf, tennis, Formula 1 and sailing to reach an affluent demographic in their leisure time. These sponsors will
likely come back, but it could be different than before.

"Many of these brands already in the space are likely to continue to sponsor sports, in part because they are active in
the sports that might return first, less arena-packed and more broadcast-focused," said Elena Klau, global chief
strategy officer and chief analytics of Momentum Worldwide.

"Think golf, tennis, sailing," Ms. Klau said. "In these sports, broadcast is the main conduit for fan experience, and
one in which the spectacle of a live audience is less a part of the experience like NFL and MLB."
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US Sailing will continue this  year. Image credit: US Sailing

Broadcast potential
Sailing and Formula 1 will likely be the least hit with sponsorships because they are not losing their audience. The
events are not about packing the stadium.

"Those brands might not see such a big loss versus brands that have focused on sports which rely heavily on in-
stadium attendance, both for revenue and for the fan experience like NFL, NBA, MLB and college sports," Ms. Klau
said.

"The PGA is already gearing up for a fall season, where golf tournaments will be geared toward broadcast eyeballs
rather than live attendee eyeballs," she said. "It is  likely that tennis, sailing and similar types of sports will be doing
the same."

This works for many of these luxury legacy brands because in many cases, this is how luxury brands have built their
sponsorship packages broadcast rights paired with bespoke hospitality experiences.

"Those luxury brands that have built their sponsorship packages on in-stadium activation packages will likely need to
revisit their agreements and identify like-for-like asset swaps in the near-term," Ms. Klau said.

"I don't see people signing new deals, but the ones that have legacy relationships especially where there is a big
potential broadcast viewership they are going to be fine, and be happy with being there, based on the pent-up
demand we are seeing for live sports viewing," she said.

Sports that can be played and televised will still attract attention, and the luxury brands will follow.

"Even behind closed doors, sports events represent a fantastic entertainment moment," said Anthony Schaub,
founder of The Consultancy Group, Geneva.

"TV audiences will remain important and it will be a good opportunity to develop an additional experience for the
fans on digital platforms," he said.

Rolex sponsors  the golf U.S. Open at Pebble Beach las t year. Image credit: US Open

Hospitality losses
One of the biggest losses in the short-term will likely be hospitality assets, as there are many luxury brands that only
invest in hospitality at sports properties.
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"We are going to see for a while that as sports return, they are going to come back without in-arena/stadium fans,"
Ms. Klau said.

"There is a big presumption that hospitality will be cut as a result of this," she said.

The PGA has already been talking about the cutback in hospitality experiences as it launch the first phase of its  plan
tournaments without fans.

"We believe this could be a big opportunity for luxury brands who traditionally use hospitality for customer
engagement," Ms. Klau said. "When you look at a lot of luxury brands and their mix of assets, it's  often broadcast
rights plus hospitality assets allowing them to achieve both scale as well as intimate, in-person selling and hosting
moments."

"So, with the absence of hospitality assets for at least the short-term, these luxury brands will need to get creative,"
she said.

All brands will need to start to consider how they will build that more intimate connection within the context of
sponsorships if the traditional assets such as hospitality are not immediately available.

"That's where we will see interesting things happen with virtual experiences," Ms. Klau said.

"Can brands use their access to talent in an interesting way?" she said. "I anticipate brands who are sports-adjacent
such as American Express and LVMH will be more willing to innovate and think about what an experience really
means."

The clubhouse view at Wimbledon. Image credit: Wimbledon

Digital innovations
Luxury brands have an opportunity to reach consumers in new and innovative ways as audiences become more
reliant on digital for content and connections.

"Investment in digital channels was already a trend before the outbreak," Mr. Schaub said. "This period has just
accelerated the process. Today, experience is key. From promotional experience, on-site experience to digital
experience, the ones that can distinguish themselves in all experiences will be rewarded.

"We will see some expected synergies between platforms and audience bases, and I believe that this might also
create some unexpected yet successful and powerful synergies," he said.

This transition is already underway, but the pandemic has pushed the acceleration into warp speed.

Leagues, teams and properties had already developed strong offerings of digitally enhanced experiences in the
virtual reality (VR) and gaming realm, but fans were slow to adopt.

"Now that people are at home, they are trying new technologies and platforms, whether it is  eSports, in-gaming
concerts, Zoom celebrity chats, etc.," Ms. Klau said.

"Fans who are missing their live sports are turning to playing Madden for the first time with their friends," she said.
"The NBA is doubling down on their 2K league and creating new opportunities for brands and fans through it.

"This consumer adoption is likely to last, meaning that the demand will increase on the part of brands for their
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property partners to help develop new arenas to engage fans, both live and digitally."
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