
Why Tariffs Haven't Led

to Soaring Prices - Yet

Fashion brands will eventually need to

offset higher costs for imports. But after

raising prices again and again since the

pandemic, some retailers are more

worried about alienating shoppers than

how they'll pay their customs duties.

Made-in-Italybelt brandDéhanchewill hold its$300price tagfor the evergreenproductsthatmakeup thebulk

of its business,sheadded.New seasonalstyles,whichaccountfor about30percentsales,will goup 15to 20

percent.(Déhanche)
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KEY INSIGHTS

· RetailersincludingUrbanOutfitters,GapInc. andAbercrombie& Fitchareholdingoff onpricehikesdespite
thepotentialmarginimpactof tariffs.

· Forbrandsthat arereviewingtheir pricing,they'reapproachingit strategically,optingto protectcoreproductsin
ordermaintainloyalty.

. Overall,fashionpricing powerhassharplydeclinedaftersignificantprice hikesin the yearsfollowing the

pandemic,analystssaid.

For Erin Webb,the founderof themade-in-ItalybeltbrandDehanche,it's beenafew weeksof whiplashin a
tradelandscapethatkeepsshifting beneathher feet. However,hermantrafor nowis to keepcalmandcarry on
with the hopesthatonedaysoonAmericanvoterswill cometo theirsensesonPresidentDonald Trump's
disruptivetariffs.

"We've all learnedto stayas zenaspossibleandmaybewait for thetradepoliciesto stabilisepost-Trump,"said
Webb."The Americanpeoplewill realisethat it's actuallydetrimentalto theeconomyto havesuchhightariffs,
whetherthat's in a matterof monthsor years."

In themeantime,Dehanchecustomersmaybelookingat a$75to $100increaseonfall resortstyles,whileits
evergreenHollyhock orConstancebelts thatmakeupthe bulk of thebrand'ssaleswill retaintheir $290price

tag.

Fromglobal luxury housesto fastfashionto tiny independentlabels,brandsarebeingforcedto rethinktheir

pricingstrategiesonthe fly. Eachtwist andturn of Trump'stradepolicyrequiresrecalculatingwhatcostscanbe
avoidedor absorbed,andwhatmustbepassedto consumers.
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Somehaveoptedfor blanketpricehikes.E.l.f. Beautyannounceda$1 across-the-boardincreasevia apost
featuringgoogly eyedversionsof its products."Not gonnalie, inflation andtariffs arehitting ushard," thebrand
saidin anemoji-filled statement.Nike is reportedlyconsideringa$5mark-uponsneakerspricedbetween$100
and$150,while LVMH told France'sparliamentlastweekit hasroom to raisepricesby 2to 3percent.

Othersareholdingthe line. ChildrenswearbrandMon Coeurwill not raisepricesat currenttariff levels,
accordingto its directorof brandmarketingHannahRosenberg.Its productsaremadein Portugal,andcurrently

faceonly the new,10percentglobal tariff. But Trumphasalsothreateneda 50percentdutyon goodsmadein
theEuropeanUnion,whichcould forcethe brandto reevaluate.Even then,Mon Coeurpriceswon't bereflected

until late 2026at theearliest.

Abercrombie& Fitch andGapInc. areamongthe companiesthatsaidlast monththat they don't expectto pass
onthe costof tariffs to consumers,evenasthey predictedturbulenceaheaddueto tariffs andthe uncertain
economicoutlook.

"We definitely considerthisraisingof pricesasthelast item thatwe will try in our portfolioof tricks to try to

offset[the tariffs]," UrbanOutfitterschief executiveRichardHaynesaidin anearningscall onMay 21.

Somebrandsarekeepingpricessteady,reasoningthat thehighesttariffs won't go into effect until July, andthat

Trumpmaypostponethemagain. A UStradecourthasalsoruled sometariffs unconstitutional,though Trumpis
appealing.But the biggestfactoris that, with consumersalreadybalking at highpricesafterseveralyearsof
inflation, it maybebetterto hold theline andhopethingswork outthanto risk alienatingshoppersfurther.

"Right now, it's ... agameof chicken,"saidDylanCarden,analystat William Blair. "But my researchhas
calledinto questionhow muchpricescango up.

The Case for Deflation

In thedaysafter Trumpannouncedhis tariff plan in April, Hermèsandotherluxury brandswere amongthe first

to saythey'd hike pricesin response.

"We aregoingto fully offset theimpact of thesenew dutiesby increasingour sellingprices in theUnited States

fromMay 1, acrossall our businesslines," chief financial officer Eric duHalgouëtsaid on April 17.

Theaverageprice of women'sapparelat wholesaleretailersglobally did jump 18percentin thetwo-month

periodbetweenApril 1andMay 27,accordingto Competitoor,anItalian pricinganalysisservice.But brands

haven't madeany changesattheir own storesor websites,saidCompetitoorchiefexecutiveMaurizio Catellani.

Hesaidthatbecausepricesfor manyluxury goodshave soaredso dramatically in recentyears,they're as

likely to godown asupthis year,whateverhappenswith tariffs. Eventhewealthy needto eat,afterall.

"Before we buy fashion, we have to buy groceries and pay bills for our kids," he said. "I

wouldn't be surprised if the prices actually go down."

On the mass retail side too, prices went up significantly in the years following the pandemic.

With these expanded margins, retailers such as Abercrombie & Fitch are well-positioned to

absorb the impact of tariffs rather than raise prices.

"Where we find ourselves today is a category with very little pricing power left," said Carden.

The Costco Principle

When it does come time to hike, E.l.f. is likely to be the outlier with its indiscriminate

approach. Generally, it's better to increase prices selectively - bumping a trendy sundress by
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$20 rather than the bestselling oxford shirt, said Kristin Savilia, chief executive of B2B

commerce platform Joor.

"You want to think of it as psychological frames," Savilia said. And because retailers are

bringing to market smaller assortments in summer and fall, "you can probably charge a

little bit more for items that are different or new," she added.

For Déhanche, it's worth sacrificing margin on hero products because this category is what

brings customers back to the brand again and again. Mon Coeur, too, opted to keep its entry-

level products such as backpacks and lunch bags consistent in pricing despite seasonal

increases on the cost of goods.

"If you have a client who has previously purchased and they come back and buy at a price

that's elevated from two weeks or six months ago, they're going to feel [disappointed] and

that undermines trust," said Webb. Whereas for new seasonal pieces, novelty means the brand

can get away with charging higher prices.

It's the same principle, at the extreme, that has kept the price of Costco's hot dog and soft

drink combo at $1.50 since 1985. Certain items drive customer traffic and loyalty more than

profits.

"If you're a full-price apparel retailer and people love your $25 pocket tees, you're going to

get people in the door for the pocket tee and they'll stay to buy something else," said Carden.

"Raise the price on that something else."
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