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PERSONAL LUXURY GOODS MARKET 2016E.:
CONSOLIDATING IN THE NEW ERA
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FOUR REASONS BEHIND AN ENCOURAGING Q4 2016

CHINESE * Resurgence of Chinese consumers fueling
CONSUMERS ARE consumption from October to holiday season

e More solid purchases in home market mostly driven by
BACK... AT HOME lower price differentials

AND ABROAD

e European market buoyant and recovering from impact of
terroristic attacks, once again attracting both local and

EUROPE tourist spending in key cities (incl. Paris)
RECOVERING

e Growing flows of all nationalities among which
Russians and Americans favored by strong dollar

e Hong Kong and Macau on the mend
BLEEDING e Contraction is still ongoing but big losses of recent years

IN HK AND MACAU have stopped across the board

o Widespread enthusiasm in Christmas season fueling
spending with rising relevance of gifting

HOLIDAY SEASON e Luxury experiences grasping further value over
products
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Continuing to
underperform with
unclear outlook

Shining, progressively
| overcoming
"'J 'terrorism shock’

LOCALS INCREASINGLY

| PREFERRING TO BUY LUXURY
AT HOME; STILL TRAVELLING
BUT BUYING LESS ABROAD
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WHILE Q1 EXUBERANCE WILL TEMPER, GLOBAL PERSONAL
LUXURY GOODS MARKET WILL RETURN TO GROWTH IN 2017

EUROPE M. JAPAN
. CHINA 1 /+0-
N 7/+9% 1 /00
+ 6/+8°/0
AMERICAS POA
(o)
- 2/:|:Oo/o (excl. M. China)
RoW -4/-2,
iO/JFZ%

2017F GLOBAL PERSONAL 2 /ooy o
LUXURY GOODS MARKET T LT e

Note: figures refer to growth rate r. nstant exchange rate



5 KEY TOPICS TO FOCUS ON IN 2017

Y

o /’

GEOGRAPHIES ||NATIONALITIES CHANNELS COMPETITION
US CHINESE DIGITAL WINNERS
AND LOSERS

CUSTOMERS

MILLENNIALS?




US MARKET STRUGGLES AMID UNCERTAINTY. FOR BRANDS,
A CONSUMER-CENTRIC VALUE PROPOSITION IS KEY

Y

...REQUIRING AN IMPECCABLE

UNCLEAR GEOPOLITICAL

PANORAMA... RECIPE FOR OUTPERFORMANCE
s oo 360° REVIEW
SUPERDOLLAR AND "TRUMP = :_“Jé@ OF BRANDS CLIENTELLING
TRAVELS -

PROPOSITION &
EXPERIENCE-
DRIVEN

LACK OF BUSINESS MODEL
EVOLUTION TO A DIRECT-
TO-CONSUMER APPROACH

OFFERING

AD Hoc LocAL

PoOLITICAL UNCERTAINTY

POTENTIAL INCREASE IN =

IMPORT DUTIES

. ~;;'-*:f!.'::m;;;‘.;;
UNDERMINING CONFIDENCE &'d“'f::<.’;{.:--+'.‘

CONSUMER
STRATEGIES



CHINESE CONSUMPTION IS HEALTHIER AND MORE ROBUST

BOTH AT HOME AND IN EUROPE
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DIGITAL AND OFF-PRICE STILL WINNING, WHILE
MONOBRAND REMAINS BRANDS' TRUE PLAYGROUND

*@annels
e

+++ DIGITAL

E-COMMERCE GAINING GROUND, ALSO THROUGH
DIFFERENT CO-EXISTING BUSINESS MODELS

++ OFF-PRICE

OFF-PRICE FORMAT MAINTAINING MOMENTUM

+ MONOBRAND

(FULL-PRICE)

RETAIL PUSH, SUPPORTING GROWTH IN THE PAST,
REACHING ITS LIMIT
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CONTINUING DRAMATIC POLARIZATION TREND:
BIG WINNERS VS. STRONG LOSERS

Global personal luxury
goods market CAGR

s=<{npfo
ompetltlo REVENUE CAGR OF SELECTED SOFT LUXURY BRANDS BY ERA

SORTIE DU TEMPLE &
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TO UNLOCK THE POTENTIAL, BRANDS MUST RESPOND TO
FUTURE CONSUMERS' NEEDS...

~Custome}

202 LOBAL PERSONAL LUXURY D
025 GLO o Ooner UXURY.GOODS 1 epe wiL NOT Be A NEw

CHINA APPROACHING SOON

RoA 11%

Ceneration X IN.-THE NEXT 10 YEARS
=06 MILLENNIALS AND GEN Z WILL
CONTROL 4590 OF THE MARKET,

Generation Y WITH ASIAN CONSUMERS
40% ACCOUNTING FOR

Generation MoORE THAN HALF
Z 5%

China 35%

SEDLEL WA
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MILLENNIAL IS A STATE OF MIND




WITH A LONGER PERSPECTIVE, THE MARKET IS EXPECTED TO
GROW AT A MILD PACE TO 2020F

SEY RISING CHINESE MIDDLE CLASS & RECOVERY
OF MATURE-MARKET CONSUMERS DRIVING

0= MOST OF THE GROWTH
€280- GEN Y & X TO BECOME EVER MORE
290B XY RELEVANT AS LUXURY CONSUMERS
€254-
259B A HEALTHIER MARKDOWN MARKET WILL
€249B REDUCE SALES CANNIBALIZATION

+3/4% @ ONLINE TO REMAIN THE "CHAMPION"
CAGR FORMAT GROWING AT DOUBLE DIGITS

THE MARKET WON'T RELY ON A CLEAR
@ "CHAMPION" CATEGORY NOR SEGMENT TO
PROPEL GROWTH
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KEY STRATEGIC ISSUES IN LUXURY CEO'S MONDAY
MORNING AGENDA

GEOGRAPHIES ||NATIONALITIES CHANNELS COMPETITION
UPGRADE DEVELOP A
PERSONALIZATION HOLISTIC
DEVELOP 1:1 OF PRODUCT, DISTRIBUTION BUILD
RELATIONSHIPS SERVICE AND APPROACH, STORY-LIVING
TO NURTURE MESSAGE REDESIGNING THROUGH
LOCAL CUSTOMER INSPIRATIONAL
CUSTOMER JOURNEY CONVERSATIONS
AND EXPERIENCES
CuUSTOMERS

BE CUSTOMER OBSESSED AND
MILLENNIAL MINDED:

MASTER ALL THE TOUCHPOINTS WITH
CUSTOMERS ALONG THEIR LIFETIME AND CREATE
AN ALWAYS ON 360° ENGAGEMENT PLAN
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CLAUDIA D'ARPIZIO, PARTNER
BAIN & COMPANY LUXURY GOODS VERTICAL

Claudia has spent 23 years advising multinational luxury and fashion
clients on everything from strategy and new product development to
innovation and organizational change.

She is also the lead author of Bain's annual Luxury Study, one of the
most cited sources of market information in the luxury industry.

In 2009, Claudia was also recognized as one of the ‘Top 25
Consultants in the World’ by Consulting Magazine.

FEDERICA LEVATO, PARTNER
BAIN & COMPANY LUXURY GOODS VERTICAL

Over the last 12 years, Federica has led more than 200 assignments
in the fashion and luxury industry on issues relating to corporate and
brand strategy, portfolio management, marketing and
communication, and more.

Alongside Claudia D’Arpizio, Federica is the co-author of Bain’s annual
Luxury Study, one of the most cited sources of market information in
the luxury industry.
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BAIN CONTACTS

For any questions or further discussion, For a copy of the study, please contact:
please contact:

INTERNATIONAL PRESS

- Aliza Medina (aliza.medina@bain.com or
+44 20 7969 6480)

- Dan Pinkney (dan.pinkney@bain.com or
+1 646 562 8102)

Claudia D'Arpizio
-Partner (Milan)
-Email: claudia.darpizio@bain.it

Federica Levato
-Partner (Milan)

-Email: federica.levato@bain.it ITALIAN PRESS

- Cristina Brignola (cristina.brignola@bain.it
or +39 02 58288 553)
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METHODOLOGY

O Revenies at retail WMW valune

e Revenues at retail value represent total sales valued at retail price.
e Each player consolidated sales are retailized through the following methodology:

Application of
estimated mark

ups by geography

Retail Retail and category
+ +
Wholesale Wholesale at retail value
+ + Application of
Licenses Licenses at retail value — | | estimated royalty

rates and mark

PLAYER CONSOLIDATED
SALES

PLAYER SALES AT RETAIL

ups by geography
and product

VALUE category

@ Boltom —up auwCTo/o/—o{own/ e<limates

BOTTOM-UP TOP-POWN
¢ Industry-specific (e.g. watches vs. beauty) data in the
main geographical markets
- & e Comparison between market breakdown and turnover
breakdown for key players
‘ ‘ e Tens of industry experts interviews (top management
Player 2 Player 4 Total istri
Player 1 y Player 3 y ‘ y of brands, distributor, department stores, ...)
Player ... e Consistency check on the data and fine tuning

We add brands individual retail values...

...we cross check results
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