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The Emerging Markets

Emerging market Luxury consumers concerns are higher in
Brazil, China, Russia and India.

More unpacking and interrogating of the nature of the
concern for Luxury consumption is required to gauge its
relevance for corporate strategy, but it shows the awareness
IS now there.

Consumer awareness takes time to translate into consumer
behaviour, because we cant chose what doesn't exist, or
behave differently when we are unclear about our options.
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The Emerging Markets

At a global level some analysts say the world has lost almost
half its wealth since September.

The current crisis | believe marks a major shift in global
power. At root it iIs a Western financial crisis. The impacts will
not only be financial, but also cultural, impacting on the status
of the West, and on consumer culture. The implications for

luxury are therefore deeper than our immediate concerns
about profit and loss.
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LUXURY IS DEFINED BY CONSUMERS
LUXURY IS A GLOBAL BUSINESS
UNDERSTANDING CULTURE IS A KEY
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Luxury is a Business: DB estimates 2007

¥ LVMH: € 17.3 billion, Christian DIOR, 0.9 billion

e Louis Vuitton, Moét & Chandon Hennessy; Krug, Christian Dior Parfums,
Fred Joalillerie, Celine, Fendi, Loewe, Selective Distribution

« VUITTON, 3.5 billion, Ebit 45.5 %
— Richemont Group: 18’ brands, € 3.7 billion

o Cartier, Van Cleef & Arpels, Piaget, Baume & Mercier, Chloé, Lancel,
Montblanc

« CARTIER: 2 billion Ebit 24.5%
— Gucci Group (PPR), € 3.6 hillion

* Gucci, Alexander McQueen, Bottega Veneta, Boucheron: GUCCI DIVISION,
1.85 billion  EBIT: 28%

— Hermes : € 1.7 billion , Ebit 25.6%
— Burberry: € 1.3 billion , Ebit 22 %
— Bulgari: € 1 billion, Ebit 17%

— Swatch Group: 18 brands : CHF 3.4 billion; Omega: 1.139 (648 millions Euros)
Ebit 27%

— Marzotto, € 1.8 billion; Valentino

— Prada: € 1.4 billion; Miu Miu, Jil Sander, Helmut Lang
— Chanel: Eres, Bell & Ross, Holland & Holland

And other luxury majors:

— Polo Ralph Lauren (€ 2.6 hillion), Tiffany (€ 1.8 billion), Armani (€ 1.3 billion),
Coach (€ 1.1 billion)...
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Definition of Luxury

S e Positioning ¢ Customers
 Core Values

_ — Niche — Elite & social
— Rarity _ The ultimate statutory benefit
— Excellence in the (not only determined
T AUthentICIty Category by financial
— "Maison™ S elements)
Savoir-faire — Historical
— A creator’s |eg|t|macy — Loyal / Exclusive
vision — Mythic: — For the happy few
— Very limited perceived for (look & feel of an
geccess most as exclusive club)
B Pergnnla! | Inaccessible — Need to drive away
: E?H:me()or:lsa — |uxury for a pOtential middle
9 few because customers:
Inaccessible
for most.
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ALCHEMY BETWEEN :

"V« MARKETING & “CREATIVITY &
SALES” ART”

CHANEL
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ALCHEMY BETWEEN :

RAFTMANSHIP ” “INDUSTRY ”

|
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Best Global Brands 2008
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Creating and managing

brand value™

Interbrand



Luxury used to be defined by the industry

It is now defined by the consumer

And Is a moving target
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India as a Destination

LY L/
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JIMMY CHOO ﬁ

BENTLEY

e India is emerging as a one of
the fastest growing markets
for premium and upscale
consumer products

GucCCl

e Alarge number of
International Luxury and B b
Upscale Brands and Retailers O
interested in entering INdia. seasaan

GIORGIO ARMANI

e Imperative to have an
understanding of the lifestyle , q
and consuming habits of the SAKS

Indian affluent consumer EJ :F\Tllil
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Why India?

The Indian Affluent Pyramid

Luxuriented. Scurce of Affluence is
largsly traditional and inhented weaalth.
Most importantly, they have high levels
of exposure and owareness to world
class Iiving.

1 million Lueury

- — HNew Rich. Adeguats Spenacing Power.
6 — 7 million Very Affluent = =
' Acauirnng Onentation to Luxury.

—+—

J

9-10 million Mid Affluent Zetting there. Acq!_liring Sngnding
Fower. 3pends mainly on high end

:-'33— white goods, education of children,
better housing and larger automolbiles.

Mid Affluents ars also acquiring
i, Crienfation to Luxury, howewver unlikely
to indulgs bevond a limit.

14-15 million Upper Middle Class

Affluent, consuming Luxury products will double in next five years
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THE MANY FACES OF THE INDIAN WOMAN




LLADRO

Global spend on a Lladro- $490
Indian spend on a Lladro- $1700

Understanding relationship between worship, good
fortune & luxury has been the reason to its success




JUDITH LEIBER

- Judith Leiber launched “Ganesh”
the God of good luck

- Ganesh retails at $6500 I el




China as a Destination

° Wea|thy Chinese are abOUt EMPORIORSEARMANI BALLY TIFFANY & CO.
1% of the household but T O W
growing at 16% per annum CHANEL OMEGA ROLEX

_ GUCCI Certior PRADA

e Concentrated in East &

Central South regions and Ul VTR ardi BOSS
30% in 4 largest cities o
GIORGIO ARMANI BURBERRY ﬁmﬂm&.ﬁw

o About 50% of this wealthy
consumers were not classified
as wealthy four years ago and
half of those who will be
classified as wealthy in five to
Six years are not wealthy
today
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Why China?

In 2008, the number of wealthy households in China reached
1.6 million. By 2015, it will have more than 4 million
households, making it the world’s fourth largest country in
terms of its number of wealthy households after the US,
Japan and the UK.

Moreover, in such a fast-growing and young market,
companies can do much to shape the taste, spending

habits and loyalty of consumers in a wide range of industries
such as automotive, real estate, banking services, consumer
electronics and consumer luxury goods.
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The Many Faces of the Chinese Consumer
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The Chinese Consumer

Wealthy Chinese consumers (like Indian consumers) are
unique: they differ from both their global peers as well as less
wealthy consumers

They are on average 20 years younger than those in US and
Japan.

They are more educated than other Chinese consumers and
are more often self employed

The wealthy trust foreign brands more, find it difficult to keep
a work life balance and are more comfortable about
borrowing money
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Segments

Seven segments
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