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Last year saw a steep and rapid ascension from lockdown to uptown, and we believe this state will persist well into
2022.

The disruption of the initial pandemic lockdown required rapid and serious digital investment for luxury retailers,
but over the holiday season just past, they have more than caught up.

Taking advantage of hot demand for certain products, the smartest luxury retailers analyzed pricing, inventory and
demand trends to stay ahead of the market, confirming the consumer's willingness to pay full price.

With thousands of new products in the mix and online prices changing every day, for luxury apparel brands, it is
safe to say that we witnessed a Roaring Twenties Redux for luxury ecommerce over the holiday season.

The general outlook for apparel is rosier than it has been for more than a decade.

Luxury apparel has grown steadily every year since 2003, accounting for a whopping 29.5 percent of total U.S.
fashion retail sales as of 2020.

Experts had predicted that increased consumption of luxury would continue for the remainder of the 2021 holiday
season fueled by pandemic savings and wage subsidies, which increased many consumers' disposable income.

According to our data, this consumption upgrade played a role in influencing apparel pricing and assortment
strategies.

Pricing power overtakes years of markdowns

During the first half of 2021, luxury giant LVMH earned a record $34 billion14 percent higher than its total revenue in
all of 2019with its greatest sales growth in fashion and leather goods.

With supply chain-driven scarcity, the clamor for Louis Vuitton products became so high that consumers have agreed
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to be put on waiting lists.

We tracked Louis Vuitton products through Farfetch.com, and our data shows a significant decline in promotional
activity.

For example, before the pandemic, nearly 92 percent of Louis Vuitton accessories were discounted. During Covid in
2020, this number fell to 37 percent, and through 2021, no luxury accessories zero have been discounted on Farfetch.

Our data showed that the initial pandemic lockdown particularly affected online premium luxury retailers'
promotional cadence for handbags.

In November 2019, the percentage of handbags that retailers marked up (9 percent) lagged those that were marked
down (11 percent). Nine months later, in August 2020, these numbers had crisscrossed, with markups (10 percent)
significantly leading markdowns (7 percent).

All of this is obviously great news for luxury retailers, who for years have been struggling to gain back pricing power
and reverse the discounting race to the bottom.

The trends we see through our data suggest that similar patterns of competitive response to price changes will
happen if there are more lockdowns or other future crises.

Luxury prices and SKUs go up, up and away

Consumption habits seem to be shifting from essentials back to desires.

As consumers started to return to school or the office, more of them invested in timeless fashion pieces such as
handbags as status symbols. This trend continued to set competitive demand into the holidays, with average selling
prices on luxury retail Web sites in the jewelry category, for example, more than doubling between October 2019 and
May 2021 from $986 to $1,981.

Our data also show a shift to increasing premium price points as well as assortment within the footwear category.

In the pre- and post-pandemic lockdown periods, inventory count changes across several premium retail apparel
Web sites have been very significant for luxury shoes priced from $200-$500 and $500-plus.

From October 2019 to October 2020, we saw a lift from 23,195 to 49,870 SKUs in the $200-$500 category, and from
32,122 to 43,401 in the over-$500 category.

The year-over-year story from January 2020 to January 2021 was even more dramatic. Including both price ranges,
there was an overall lift from 19,169 to 110,643 SKUs.
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Marketing to younger luxury aspirants

The face and age of the luxury consumer is changing, too, requiring changes in target marketing efforts.

Globally, the evidence is incontrovertible that luxury shoppers are getting younger.

By 2025, millennials will account for 50 percent of luxury sales.

Currently, they are driving demand within luxury footwear, as they evolve beyond handbags to embrace designer
shoes as status symbols.

Consider our data on online luxury fashion retailers' total SKU count for handbags versus shoes.

Between fourth-quarter 2019 and May 2021, the overall count for shoes increased 44 percent, from 102,232 to 183,718,
while the total count for handbags remained relatively stable, at around 50,000 SKUs.
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During the 2021 holiday shopping season, competition to gain millennials' attention intensified, with online
shopping events and promotions starting earlier than ever this year to avoid supply chain strain, including shipping
delays and out-of-stocks.

Online luxury fashion platform Farfetch claims that two-thirds of its  shoppers are millennials or Gen Zers. Theirs are
among many voices saying that luxury shopping is going to remain digital.

Luxury retailers in the driver's seat?

During the recent holiday season, our advice to luxury retailers was been to increase their understanding of the fast-
changing market, so that they could get their orders right, and on time.

The trends we had seen pointed to the need to correctly establish, and reestablish, and keep reestablishing pricing.

Also important were actions such as sending out promotions at the right time and getting the right merchandise in
stock to the right locations.

With these tools in place, the sector, broadly speaking, could enjoy a banner finish to the year.

There are big rewards to doing it right, as this comment from Erik Nordstrom, CEO of luxury retailer Nordstrom,
shows.

"By leveraging a more data-driven approach along with our evolving partnership models with our vendors, we were
able to increase our selection by 12 percent and reduce the rate of items sold out by 35 percent versus 2019, while at
the same time maintaining a comparable sell-through, and finishing with a healthy position in owned inventory as
we exited our Anniversary Sale event," Mr. Nordstrom said.

WHAT DOES ALL of this mean for luxury apparel in a time of pandemic change?

Huge swings are prompting fashion retailers to revise their digital strategies and invest in an approach that helps
them understand and capitalize on this momentum in luxury fashion.

Apparel retailers need to gain superior agility and speed-to-market, as well as new ways of doing business that
reflect changing market needs.

Bottom line, retailers need to be able to price competitively, equip themselves to immediately address price gaps,
and quickly make shifts within their assortment decisions to reflect in-demand premium products. There will be a
deep payoff for making this a priority.

Karthik Bettadapura is CEO and Krishnan Thyagarajan is president and chief operating officer of DataWeave, a retail
analytics firm. Reach them, respectively, at karthik@dataweave.com and krishnan@dataweave.com.
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