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By MICKEY ALAM KHAN

The global luxury market is projected to reach $1.63 trillion in 2023, an 8-10 percent growth over 2022, setting a
new record for the business and proving its resilience amidst geopolitical and economic uncertainty.

These are among the key findings of the latest Bain & Company report with Altagamma, the Italian luxury goods
manufacturers' association. Spending on experiences recovered to historic highs, fueled by a resurgence in social
interactions and travel after the pandemic grounded consumers for a couple of years.

"This is a defining moment for brands, and the winners will separate themselves through resilience, relevance, and
renewal the basics of the new value-centered luxury equation," said Claudia D'Arpizio, a Bain & Company partner
and leader of Bain's global luxury goods and fashion practice and lead author of the study, in a statement from
Milan.

"The luxury market is generating positive growth for 65-70 percent of brands in 2023, compared to 95 percent in
2022," she said. "To stay in the game, it will be crucial for brands to take bold decisions on behalf of their
customers."

Claudia D'Arpizio

Long-term growth
Despite challenging macroeconomic conditions, the market registered strong growth of 11-13 percent at constant
exchange rates, Bain said. This is consistent with last year's growth rate and translates to a roughly $174 billion
increment in spending across luxury categories.

Amid pronounced geopolitical and macroeconomic shifts, the luxury market has proven unparalleled resilience
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this year, the report said.

The key segment personal luxury goods has experienced continued growth in 2023 and is projected to reach $393
billion by end of year, which is 4 percent higher than 2022 at current exchange rates.

However, headwinds remain heading into the fourth quarter, including fragile consumer confidence,
macroeconomic tensions in China and sparse signs of recovery in the United States.

The research suggests a softening personal luxury goods performance in 2024, achieving low-to-mid single digit
growth over 2023, based on current scenarios.

"The market is set for long-term growth, rooted on strong fundamentals," said Federica Levato, partner at Bain &
Company and leader of the firm's EMEA luxury goods and fashion practice and co-author of the report, in a
statement from Milan.

"Capturing and amplifying the market potential will be key, as the clear convergence among luxury markets allows
for further expansion," she said.

"Players have the opportunity, but also the responsibility, to reinforce their meaning, while leveraging strategic
M&A to redefine the boundaries of the industry. These will be foundational drivers for growth in the future."

Federica Levato

Regional perspectives: European tourism rebounds, American spending decelerates, and Chinese consumers fuel
the Asian luxury ecosystem
The Bain/Altagamma study shows global luxury tourist purchases have nearly reached pre-pandemic levels, with
untapped potential remaining in many areas.

Europe has enjoyed a progressive pickup in tourism, driving growth across countries, with long-haul resort
locations attracting high spenders alongside key luxury cities, per the report.

Even if local aspirational customers were impacted by macroeconomic instability, stable top-customer pools
maintained positive momentum contributing to market growth.

Alternatively, the Americas have seen a deceleration throughout the year, posting an 8 percent drop from 2022, as
widespread uncertainty continues to impact aspirational customers' spending.

Top customers remain confident but have maintained their spending abroad, as the U.S. dollar remains strong
against the euro and price differentials favor oversea purchases, the report stated.

Saudi Arabia is accelerating, attracting investments of major luxury brands, and Australia has provided fertile
ground for growth, the research found.
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The Chinese wealthy and UHNW are key to luxury's global growth. Image: Shutterstock

Mainland China posted a strong performance after its first quarter reopening but slowed progressively as new
macroeconomic topics arose.

Hainan is poised to grow as a bright luxury hub, set to become an entire duty-free island by 2025.

Japan is booming, thanks to sound local customers and the weak yen, favoring touristic inflows.

Conversely, South Korea is facing a challenging year, with unfavorable macroeconomic headwinds impacting local
consumption and strong currency leading tourists to buy elsewhere.

Southeast Asian countries experienced positive momentum, thanks to strong intraregional tourism and growing
interest from local consumers, especially in Thailand, according to the report.

Category perspectives: Jewelry shines, consumer quest for experiences bolsters monobrand stores
The Bain/Altagamma analysis shows all luxury categories achieving growth, favored by continued price elevation,
partially undermining volumes.

Fueled by an investment mindset, jewelry is set to reach $32.6 billion in market value in 2023, with fine jewelry
affirming itself as a bright spot for investments amid uncertainty.

Ready-to-wear is showing positive growth, favored by top spenders on the ultra-high offer, with unfolding
demand for excellence and durability.

The table display at Maison Guerlain in Paris with pieces of art displayed on the walls for "The Flowers of Evil" exhibition. Image: ARR,
Guerlain

Beauty, driven by make-up and fragrances, is enjoying positive momentum, favored by the emerging lipstick effect
in the Americas and Europe.

Watches continue to thrive, despite a rising polarization around few industry winners. And after overperformance
in recent years, growth in leather goods is slowing.

In terms of channels, monobrand is leading the distribution ecosystem, favored by consumers' quest for physical
experiences and the increasing role of clienteling in sales, the report found.

Physical and digital experiences are increasingly blending, requiring brands to deliver excellence in the experience
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across the whole consumer journey.

Conversely, multi-brand environments suffer sharp slowdown in both department and specialty stores, with rising
questions on how to evolve their value proposition to best serve consumers' needs.

Multi-generational complexity unfolds
Brands must navigate through rising multigenerational complexity, playing ambidextrously to serve different
needs across the consumer base, Bain said.

Generation X and Y are in their peek income years, representing the bulk of luxury purchases and the key pool of
income growth in the near future.

However, Generation Z is positioned at the forefront of social and cultural change, inspiring other generations'
value systems, with a strong desire for lived experiences and quest for meaning.

By 2030, Gen Z will account for 25-30 percent of luxury market purchases, while millennials will account for 50-55
percent.

Neiman Marcus debuted the 97th edition of its iconic Christmas Book, including its Fantasy Gifts offering, through the theme of Neiman's
Express. Image credit: Neiman Marcus

Luxury market in 2030: What is next?
Looking ahead to 2030, solid fundamentals are poised to continue to drive market growth, despite possible
bumps along the route.

Chinese customers will account for 35-40 percent of the personal luxury goods market, while Europeans and
Americans together will represent 40 percent, Bain said. And online and monobrand channels are expected to
account for two-thirds of the entire market by 2030.

"In this context, brands will have to focus on providing differentiation and meaningful experiences across the
whole customer journey, regardless of the touchpoint of interaction," the report stated. "This will also lead to a
new season of M&A, driven by the necessity to address key challenges of the industry. Leading on sustainability
and embracing tech will be key.

"Maintaining a purposeful approach will continue to be pivotal to long-term success. In an increasingly crowded
market, brands must focus on creativity and innovation to enhance relevance to consumers, with the ultimate goal
of cultivating a base of brand lovers to broaden their reach.

"Mastering short-term challenges is simultaneously critical. Brands must instill responsiveness and adaptability as
guiding principles in their operations. This involves introducing flexibility in the business structure and optimizing
governance and processes for efficiency."
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