
BUSINESS quarterto$220.4million,whilerevenues
forthethreemonthsendedJune28
increased14percentto$1.7billion,an11
percentincreaseinconstantcurrency.

PatriceLouvet,presidentandchief
executiveofficerofRalphLaurenCorp.,
saidinaninterviewthecompanyputsalot
ofemphasisonvalueperception,which
"isn'tjustaboutprice.It'sabouthow'sthe
storytelling,what'stheproductexperience,
what'stheshoppingexperience."

Luxury Brands Need to Win

Back Aspirational Shoppers,

Before It's Too Late

Animagefrom"Ralph's
Hamptons"campaign

AlexaChunginBurberry's
Festivalcampaign.

· AccordingtoMorganStanley.
luxurybrands"cannot

playwiththe pricinglever
anymore,andwillneedto

recruitagainfromthemiddle
toupper-middleclass"if they
wantto grow.

Headded:"Weknowtheconsumer
isdiscerning,andwe'reputtingalotof
emphasisonmakingsurethat,relative
tothecompetitiveset,weprovideavery
attractivevalue.Itisallaboutauthenticity."

Tapestryhasalsobeenreapingrewards
inthewhitespace.TheparentofCoach
andKateSpadebeatfiscalthird-quarter
earningsandsalesestimatesandraised
itsoutlookfortherestofitsyear,which
endedinJuly.

Inthefourthquarter,salesofthe
powerhouseCoachhandbagbrandshot
up14percentto$1.4billioninthequarter,
addingadashofaccessibleluxurylusterto
thecompany.

BYSAMANTHACONTI

LONDON- Theseason'smostpopular
color?Withoutadoubt,it'swhite.

GroupsincludingBurberry,Ralph
LaurenandTapestryandsmaller
Europeanlabelshavebeenmovingrapidly
intothewhitespacecreatedbythebig
Europeanluxurybrands,whoseaggressive
pricehikesinthepost-pandemicyears
havealienatedaspirationalconsumersin
China,theU.S.andelsewhere.

Althoughtheeraofgreedflationisslowly
windingdownandthebigluxuryhousesare
nolongerincreasingpricesinthedouble
digits,itwilltaketimeforthemtowinback
thetrustofaspirationalcustomerswhohave
alreadymovedon,andoptingforbrands
theybelieveofferbettervalueformoney.

AConsumerBacklash
Overthepastthreeyears,like-for-like
priceinflation- especiallyinsoftluxury
- hasbeen"significantlyahead"ofits
long-termaverage,andwellinthedouble
digits,accordingtoBernstein."Brandslike
Chanelhaveledthisescalation,andmost
havefollowed,"thebanksaid.

AccordingtoMorganStanley,the
affordabilityofcertain"iconic"luxury
handbagsintheU.S.hasdeteriorated
between10percentand33percent
overthepastdecade,faroutstripping
disposableincomeintheU.S.,and"pricing
outthemiddle-incomeconsumer."

Inraisingtheirprices,MorganStanley
added,"luxurybrandshaveprovided
oxygentomoreaccessiblealternatives.We
thinkitisnocoincidencethatsomemore
affordablebrands,suchasToteme,Polène,
orCoacharecurrentlygrowingstrongly."

HSBCbelievesthat"Coach,Ralph
Lauren,LongchampandBurberryare
seeminglybenefitinggreatlyfromthe
whitespacebeingcreatedbypremium
luxurybrandsbeingoutofreachformany
aspirationalconsumers,"HSBCadded.

ThebankarguedthatEurope's
luxurygiants"haveundoubtedlylostin
authenticityandappeal,"duetoalackof
creativity,greedflationandpricesthatare
"difficulttojustify."

Thereisalsoarapidlygrowingwhite
spaceinChina.Accordingtothebusiness
researchfirmThirdBridge,localChinese
brands"offerbettervalueformoney,
andarecreatingincreasinglyfierce
competition"fortheluxurybrandsina
highlyprice-sensitivemarket.

ANewLandofOpportunity
Thewhitespaceisfertilegroundfor
brandstoutingavalueformoney
proposition.

InAugust,RalphLaurenoutstripped
first-quarterexpectationsandraisedits
outlookforthefullfiscalyear,evenwith
somefearoverhowconsumerswillreactto
theimpactofhigherU.S.tariffsonimports.

Netincomerose30.7percentinthe

Inthefirstquarteroffiscal2025-26,
Burberrysuccessfullystemmedthe
double-digitsalesdeclinesoftheprevious
yearandoutstrippedgrowthexpectations.

Comparablestoresalesinthethree
monthstoJune30weredown1percent,
comparedwithanalysts'projectionsofa
3percentdecline.Inthecorresponding
periodlastyear,comparablestoresales
weredown21percent.

"It'searlydays,andit'satoughmacro,
butwearereallystartingtoseethe
potentialofwhatliesahead,"saidCEO
JoshSchulman,whohasbeentweaking
Burberry'spricingstrategyandadopting
a"good,betterandbest"offerinabidto
appealtoavarietyofcustomers,notjust
thehigh-net-worthones.

"We'retakingthingsstepbystep,butwe
areoptimisticaboutthequartersahead,
andoptimisticaboutthebusinessin
general,"Schulmanadded.

HSBChashighhopes,too."Burberry
useditsoutletnetworkswiftlytohelpmove
productsfromanoverpriced,handbag-
focusedapproachtogobacktobasics:
well-priced,authentic,outerwear-focused,"
thebankwroteinareportcalled"Knight
Fever,"referringtothebrand'shistoriclogo.

Customers,too,aretakingarenewed
interestinthemoredemocraticBurberry.

InJuly,afterayear-longabsence,
Burberrymadeacomebackonthe
shoppingplatformLyst'srankingofhottest
brands.Inthesecondquarterof2025,
Burberrylandedin17thplace,aheadof
Gucci,BirkenstockandValentino.

LystsaidBurberry'sreturnwasthe
resultofaresurgent"coolBritannia"vibe,
astrongfestivalcampaignandagrowing
demandforitsmenswearoffering.

BigLuxuryIsFeelingthePain
Bycontrast,thebigEuropeanbrandsare
sufferingandhopingthatrecentchanges
inmanagementandcreativedirection,as
wellasless-aggressivepricehikeswillturn
thetideintheirfavor.

AccordingtoCiti,luxurybrandsraised
prices3to6percentinJulytooffsetthe
impactofhigherU.S.tariffs,andtosmooth
overpricegapsinEurope.Industry
sourcessaytherewillbemoresingle-digit
pricehikesbeforetheendoftheyear.

Inthemeantime,brandscontinueto
feelthepainofconsumerbacklashagainst
prices.

Inthefirsthalf,LVMHMoëtHennessy
LouisVuittonsawnetprofitfall22percent
asitskeyfashionandleathergoods
divisionmissedexpectations.Thedivision,
hometobrandsincludingLouisVuitton,
DiorandCeline,recordeda9percentdrop
inorganicsalesinthesecondquarter,
belowtheVisibleAlphaconsensusforecast
fora7percentdecline.
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AtKering,parentofGucci,Saint
LaurentandBalenciaga,groupnetprofit
plummeted46percentinthefirsthalf.The
groupishopingthatincomingCEOLuca
deMeocanstopthebleeding,particularly
atGucci,whereDemnaissettotakeover
ascreativedirector.

AtPradaGroup,retailsalesinthefirst
halfweredown1.9percentto1.65billion
euros,withperformanceinthesecond
quarterimpactedbylowertouristflows
inJapanandEurope.Netprofitinthe
six-monthperiodwasbroadlyflatat386
millioneuros.

In2024,theChaneljuggernautcame
toahalt,asrevenuesfellforthefirsttime
sincethepandemicandoperatingprofits
plummeted30percentamidasharp
slowdowninluxuryspendinginmainland
China.

andAltagamma,theItalianluxurygoods
industryassociation,engagementwith
brandsacrossthedemographicshasslowed
since2022,withsocialmediafollower
growthdown90percent,andengagement
ratesoffby40percent"largelyduetoprice
fatigueandstagnantcreativity."

Bernstein,meanwhile,believesthat
"valueformoneyremainsthemain
concernforluxurybrandsinthesecond
half,withtheluxurysectorfacinga
paradigmcrisisacrossmultiplefronts."

YanmeiTang,analystatThirdBridge,
saideventhemostresilientluxurybuyers
"havetheirlimits,andbrandsmustoffer
morethanjusthigherpricetagstoretain
them.Priceincreasesmustbejustified
throughinnovationorimprovements."

Tangaddedthat"valueperception
remainsimportant,asmanyultra-wealthy
individualsarenotwillingtooverpay
simplyforabrandname.Whilethese

RevenuesattheFrenchfashionhouse
totaled$18.7billionin2024,down4.3
percentatcomparablerates,asgrowthin
JapanandSouthKoreafailedtooffsetthe
impactofmacroeconomicandgeopolitical
volatilityelsewhere.

TheValuefor
MoneyConversation
Evenwithchangestopricing,creativity
andmanagement,itmighttakeawhile
forthebigbrandstowinbackaspirational
customers.

AccordingtoajointreportbyBain&Co.

GemmaChan
forCartier.

consumerscontinuetospend,theyare
becomingmoreselective,drawnto'quiet
luxury'anddiscreet,high-qualityitems
recognizedbytheirpeers."
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AmritaBanta,managingdirectorat
AgilityResearch&Strategy,saidthat
despitegreedflation,high-net-worthand
ultra-high-net-worthindividualsarestill
spendingonluxurygoods.

"However,theyaremoreselectiveand
shiftingtowardvalue-anchoredluxury.
Itisaredefinitionofwhatmakesluxury
worthpayingfor,"shesaid,addingthat
theseshoppersscrutinizethevalueoftheir
purchases."

Bantaadded:"Ifapriceincrease
isaccompaniedbyenhancedquality,
exclusivityorservice,theymayacceptit.
However,ifit'sperceivedasunjustified,
itcanresultinbranderosion.High-net-
worthconsumersaretypicallybrandloyal,
butnotunconditionally."

therevengeofourclients.Ourgoalisto
continuouslykeepthevaluerelationship
forourclients,andwewillnotmake
sudden,rapidincreases,"hesaid.

ALongRoadAhead
TheEuropeanluxurybehemothswillhave
toresettheirrelationshipwithnearlyall
demographicsandgeographiesifthey
wanttostartgrowingagain.

GenZwillbeaparticularchallenge.The
BainAltagammareportsaidluxurybrands
arenowcontendingwith"agrowing
disillusionmentwiththeirofferingsamong
youngergenerations,notablyGeneration
Z...whoarereassessingtheirrelationship
withluxury."

JohannRupert,
founderandchairman
ofCartierparent
Richemont,would
agree.Incontrasttoits
luxurypeers,Richemont
hasbeendisciplined
withpricing,andthe
strategyhasdelivered.
Thegroup'sjewelry
brandspostedtheirthird
consecutivequarterof
double-digitgrowthinthe
threemonthstoJune30.

Earlierthisyear,
Rupertsaidheisloathto
raisepricesdrastically
-anywhere- for
fearofdamagingthe
relationshipwiththe
localcustomer.

"Wewerenotgreedy
inthepost-COVID-19
boomperiod.AndIthink
ourresilientresults[in
fiscal2024-25]provethat
wehavenotsuffered

TheexpandedLouis
VuittonflagshiponVia

MontenapoleoneinMilan. MorganStanleybelievesluxury
brandsareina"difficultsituationwhere
theycannotplaywiththepricinglever
anymore.Forthesectortogrowinline
withitshistoricalaverage,itwillneedto
recruitagainfromthemiddletoupper-
middleclass.Relyingonlyonhigh-net-
worthindividuals"cannottranslatetoa
midsingle-toahigh-single-digitgrowth
rate,thebankargued.

Thebanksaidgrowthwillneedtocome
from"significantpricedisciplineoverthe
nextthreeyearsorsoand/orplayingwith
theproductmix."

Bernstein'sLucaSolcabelievesthebig
Europeanbrandshavealreadymadea
decentstart."Wearenowinadifferent
worldwithmoremoderatelike-for-like
[price]inflation,andafocusedeffortto
introducemoreaggressiveentryprice
products."

Inthemeantime,thosesmaller
Europeanbrands,U.S.groupsandChinese
fashionbrandswillcontinuetoreapthe
whitespacerewards.
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