
Can Gucci's new boss restore its lustre?

Luca de Meo revived

Renault and now has

the keys to Kering Can

he jump-start its shares,

Isabella Fish writes

WhenLuca de Meo transformed
Renaultfromaflailingautomakerinto
aleaner,moreprofitablebusiness,few
imaginedthathisnextactwouldtake
placeontheParisfashioncircuit.

YetthismonththeItalianexecutive
- knownfor his engineeringdisci-
pline,fluentcommandoffivelangua-
gesandpenchantforsharpsuits-was
handedthekeysto Kering,theluxury
groupbehindGucciSaintLaurentand
Balenciaga

Hewilltakeoveraschiefexecutivein
September,chargedwithrefreshinga
businessthathaslostgroundtorivals
andneedstofinditsrhythmagain.

TheFrenchluxurygrouphasshed
twothirdsofitsmarketvalueinthepast
threeyears.Now,with slidingsales,
Keringisplacingaboldbetthatanout-
siderfromtheworldofcarscanrescuea
businessbuiltonhandbagsandheritage.

AsHSBCGlobalResearchput it:
"Keringhasbeenlosingmarketshare
yearonyearsincethepandemic.Several
attemptsto turn the business
around,withnewchiefexecu-
tivesandcreativedesigners
atGucci,mostlyinternal
appointments,
failed.François-Henri

have

Pinaulthasnowtaken
thedecisionto step
backandseparatehis
chairmanandchief
executiveroles."

While the com-
pany'ssharesroseby
IL.8percentonthenews
of De Meo'sappoint-
ment,theyaremorethan
60percentbelowtheir2021
peak,reducingthe Paris-listed
group'smarketvalueto €23billion.

In themostrecentquarter,Kering
posteda 14percentfall in salesto
€3.9billion,underperformingalready
bleakanalystexpectations.

Gucci,its flagshipbrand,hasbeen
hardesthit.Salesfell by25percent
year-on-year,draggeddownbyslowing

demandin AsiaandNorthAmerica.
waningstoretrafficanda muddled
brandidentitythatappearsoutofsync
withthevoguefor"quietluxury".

A leadershipreshuffle- including
theappointmentofSabatoDeSarnoas
creativedirector- hasfailedtoreverse
thetrend.A USclass-actionlawsuit
over exotic-skinproductshas only
deepenedconcerns.

"Primarily,Guccineedsto restart."

Luca Solca,a
luxuryanalystat

Bernstein,said."If
Gucciworks,every-

thingworks.WhilePi-
naultsaidheis nothiringa

firefighter,the situationat Keringis
direandneedstobeaddressed."

Theappointmentof DeMeo,58,a
nativeofMilanwithdeeptiestoItaly's
industrialandculturalfabric,isunusual
and,someargue,overdue.

"He definitelycomesin with an
excellentpedigree:hedidsuper-wellat
Fiat,atSeatandatRenault."Solcasaid.
"Themarket-capchangeonthedayof
theannouncementisworth€15billion
or sowhenyoulookatwhatRenault
haslostandwhatKeringhasgained.
Themarketwantstobelieve."

DeMeo'scareerbeganinthe1980sas
abusinessstudentatBocconiUniversity
inMilan.Thesonofaprofessor,hewent
ontoholdseniorrolesatFiat,Audi,Seat
andVolkswagen,eventuallyleading

Renaultthrougha periodof turmoil.
Whenhe joinedRenaultas chief
executivein 2020,the companywas
reelingfromthefalloutofformerboss
CarlosGhosn'sarrestandwasrackedby
internaldiscord.

DeMeolaunchedthe"Renaulution"
strategy,acost-savingandbrandreposi-
tioningcampaignthatreorientedRen-
aultfrom"volumetovalue".Underhis
stewardship,thecarmakerreturnedto
profitabilityanditssharepricedoubled.

Hisrecordinbrandrevivaliswidely
recognised.He relaunchedthe Fiat

500,createdthe Cupraperformance
brandatSeatandusheredinanelectric
eraatRenaultwiththeRenault5.

NicholasFound,retail analystat
RetailEconomics,said:"He'll bring
structure,speedandspark,whichthe
businessneeds.Buttherisksareclear.
He'sbeeningrainedin automotive...
andisanoutsidertoluxury,nowswap-
pinghandbrakesforhandbags."

Despitebeinga Paris-listedcom-
pany,Kering'sluxuryempireisrooted
inItaly.Eighty-eightpercentofitssup-
plychainisbasedthereandbrandslike
Gucci,BottegaVenetaandPomellato
allcarrytheItalianstamp.

DeMeo'sbackgroundislikelytohelp
bridgewhatsomeclaimis agrowing
cultural divide betweenKering's
Frenchheadquartersanditsoperations
in Italy.

Pinault,63,whotookoverfrom
FrançoisPinault,hisfather,in 2005,
transformedKeringfromaretailcon-
glomerateintoa luxurypowerhouse.
Withthebusinessfaltering,hehasnow
optedto remainas chairmanwhile
handingthereinstoDeMeo.

PinaultsaidDeMeo's"experienceat
the helm of aninternationallisted
group,his sharpunderstandingof
brandsandhissenseofa strongand
respectfulcorporatecultureconvinced
methatheistheleaderIwaslookingfor
tobringa newvisionandsteerthis
chapterinourgroup'shistory".

Analysis

nalystsagreethatDe
Meo'smosturgent
taskisrevivingGucci.
AsSolca,from

A Bernstein,putit: "One
needsavisionthatfitsthebrand
DNA.Aswehaveseenwith
SabatoDeSarnoandthe-25per
centtoplinedeclineGuccihas
clocked,wearenotthereyet,"
(IsabellaFishwrites).
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)
KeringmustalsostabiliseSaint

Laurent,itssecond-largestbrand,
andaddressquestionsaround
recentacquisitionssuchas
Creed,thehigh-endfragrance
house,whichsomeinvestorssaw
asacostlydistraction.

Debtmanagementisanother
priority.Keringhasspentheavily
inrecentyearsonpropertyand
brandexpansion,includinga
stakein Valentino.Toshoreup
itsbalancesheet,thecompany
hasbegunsellingoffpartsofits
realestateportfolio.

HSBCanalystssaid:"Thekey
areas...for Keringwilllikely
centrearoundrevivingluxury
assets,withfirstGucci;managing
debtandtheportfolioand
ownershipstructurelong-term."

Out of fashion

DeMeo'soutsiderstatusmay
proveastrengthinasector
grapplingwithnewconsumer
behaviours,technological
disruptionandrisingglobal
competition.

"Luxury,moreandmore,
seemstodemandmanagers
capableofrethinkingthevalue
chain,"thepublicationModaes
said."De Meodoesnotcome
fromthefashionworld,buthe
knowshowtobuildabrandstory,
repositionproductsand
transformoperations.In the
currentcontext,thisoutweighs
fashionpedigree."

NicholasFound,retailanalyst
at RetailEconomics,saidDe
MeohadturnedaroundRenault
"operationallyandsteeredthem
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throughanEVtransformationby
playingonbrandheritageand
identity.Luxuryappliesthese
principlesinstorytelling,cultural
cachetandheritage,andDeMeo
iswellplacedtoinstilthese
valuesbackintoKering."

AsAldoGucci,theeldest
biologicalsonofGuccioGucci,
whofoundedthecompanyin
1921,oncesaid:"Qualityis
rememberedlongaftertheprice
isforgotten."Nowit isDeMeo's
jobto makesurethatKering's
brandsarerememberedforboth.

Source:FactSet

RejuvenatingKering,theluxurygroupbehindGucci,willproveasignificantchallengeforLucadeMeo
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