Luxury Daily

The News and Intelligence You Need on Luxury

RETAIL

US has been luxury's unexpected silver
lining: Bain

May 18, 2021

A new repoit identifies trends in luxury from the first quarterof2021. Image credit: Shutterstock

By KATIE TAMOLA

The strength of China's recovery helped the luxury global luxury market return to growth in the first quarter of 2021,
but the industry's overall outlook remains uncertain.
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The findings in "Bain & Company Luxury Study 2021 Spring Update" composed in conjunction with Italian luxury
organization Fondazione Altagamma, saw several trends, including the United States market acting as an

unexpected contributor in luxury's recovery. The report claims that the outlook for the remainder of 2021 is still
uncertain and identifies two possible scenarios for how the market may continue to recover.

"It's clear that consumers still want to buy luxury goods, and this, along with the brands' ability to adapt and innovate,
is driving a return to growth in the market," said Claudia D'Arpizio, a Bain & Company partner and lead author of the
study, in a statement.

Considering all possibilities
The report cites that the luxury industry returned to growth in the first quarter of 2021 with a 0 to 1 percentincrease
versus 2019, which the industry views as the last comparable year.

China continued to be the ultimate driving force in the recovery of luxury, with continued domestic spending on
luxury. The U.S. market unexpectedly delivered a strong performance, with consumer confidence, stimulus
payments and the COVID-19 vaccination rollout leading more Americans to shop.
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Much of Europe still has travel restrctions in place amid rising coronavirus cases. Image credit: ltaly Ministry of Health

Luxury recovery continues to stall in Europe as the region experiences fallout from a slower vaccination rollout and
lack of tourism.

The report outlines two possible scenarios for the market rebound in 2021.

The first scenario, with a likelihood of 30 percent, forecasts that the recovery path will continue throughout 2021,
winning back the 2019 market level. This outcome anticipates the market reaching 280-295 billion euros, or $340-359
billion at current exchange, this year.

The second scenario, with a likelihood of 70 percent, anticipates full year growth being stifled by slower domestic
luxury purchases and limited intra-regional tourism. In this scenario, the full recovery to the 2019 market level would
be expected only in 2022 and the market would reach 250-265 billion euros, or 304-322 billion at current exchange,
this year.

COVID-19 has reshaped luxury retail with ecommerce and omnichannel playing a key role. Image credit: Neiman Marcus

Several trends are cited in the report, including growth of ecommerce, which could lead to new clients buying
luxury online for the first time. Bain estimates that 85 percent of luxury purchases were digitally influenced in 2021.

Other trends include a growing emphasis on the next generation of luxury spenders in the United States, as well the
importance of brands implementing a "human touch," reflecting a brand's ability to go the extra mile for their
consumers, further increasing a consumer's likelihood to stay loyal to that brand.

The secondhand market and circular fashion continue to be trendy, with Bain estimating the second market for
luxury to be worth 28 billion euros, or $34 billion at current exchange, this year. This is an increase from the
secondhand market's worth of 26 billion euros, or $32 billion at current exchange, in 2019.

What's to come, what will remain
Bain's spring update identifies new trends in luxury shopping that once seemed innovative and now seem
absolutely essential.

Trends like circularity are attracting consumers in new markets and more brands are progressively forming
collaborations or offerings to give items a second life.

According to a study by Boston Consulting Group (BCG) sponsored by Vestiaire Collective, the global secondhand
market will likely grow 15 to 20 percent over the next five years. The thriving pre-owned market encourages hopes of
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consumers to own fewer, higher-quality items, to reduce overconsumption and to take better care of what they own
(see story).

Online marketplaces are progressing at a rapid pace, and many are actively considering how to reach new
audiences. When it comes to keeping consumers, CX is crucial.

During a virtual session on March 18 at the Vogue Business and TikT ok inaugural Technology Forum, Lacey
Maguire, trends editor for Vogue Business spoke with leaders of four online marketplaces about business models,
reaching Gen Z and how to keep their businesses moving forward.

Throughout the session, marketplace leaders reverberated the point of prioritizing the consumer. Marketplaces are
aiming to land consumers and to keep them coming back by offering unique experiences and fostering loyalty (see
story).

"Brands have been forced to rip up the playbook and innovate rapidly in light of the crisis," said Bain & Company
partner and report co-author Federica Levato, in a statement. "As life hopefully begins to return to normal, customers
are expecting a tech-enabled human relationship with brands.

"Winners will need to stay closely in touch with the key trends shaping the new normal lifestyle all while remaining
differentiated and creating a narrative that is true to their own culture," she said.

© 2021 Napean LLC. Allrights reserved.

Luxury Daily is published each business day. Thank you for reading us. Your feedback is welcome.


https://www.luxurydaily.com/secondhand-shopping-grows-rapidly-as-sustainability-becomes-an-integral-element-of-fashion/
https://www.luxurydaily.com/the-importance-of-cx-for-online-marketplaces/
mailto:feedback@luxurydaily.com

	US has been luxury's unexpected silver lining: Bain

