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The Watchmaking & Jewelry market:
it’s time for a change!

It is undoubtedly the Luxury segment that has suffered
most during the crisis.
Watchmaking & Jewelry has suffered the full force of the successive lockdowns around the
world since the beginning of February with restrictions on travel and it is undoubtedly the
segment of the Luxury Sector that has suffered the most over these last few months.
One need to look no further than the plummeting sales in the category at LVMH: -26% in
Q1 of 2020 compared to -17% for the group generally vs -52% in Q2 of 2020 compared to
-38% for the group generally. Indeed, as seen in the first part of our study, the high exposure
of watchmaking and jewelry brands to Wholesale has been an accelerating factor.
But we are also talking here about purchases at high average prices and with strong
emotional aspect, therefore e-commerce (which already has a low penetration rate, 7 to 8%
in 2019 compared to 12% for Luxury as a whole) is less able to absorb when stores are
closed. Finally, the curtailing of people’s social lives has cut the number of occasions when

gifts might be bought and worn, with in particular the loss of the Chinese New Year,
Valentine’s Day and Mother’s Day celebrations.
Nevertheless, the gradual lifting of the lockdown has reversed the trend: it is essentially
thanks to the phenomena of deferred purchases and “Revenge Luxury” that the rebound in
continental China or in South Korea has been spectacular. Many of the companies questioned
quoted us like-for-like growth rates since the month of April 30 to 50%, or even 60%
compared to last year. Then the summer months saw very strong, better-than-anticipated
recoveries in certain areas (Asia again but also the Middle East, as well as greater resilience
in the American market than had been predicted). This helped to compensate for the
sluggishness in markets that are still heavily dependent on Asian tourists, with Europe on
the front line. The Maisons are therefore facing somewhat contradictory issues to be dealt with in
the final months of 2020 and in 2021: supporting very strong growth in certain areas, while having
to take more drastic decisions in other geographical markets which will still be affected for a
long time to come by a heavy drop in traffic. That calls for considerable agility!

How can the sector limit the damage that this crisis is
bound to cause it over the medium term, or indeed can it
come out on top?
The real question remains: how can the sector globally limit the damage that this crisis is bound
to cause it over the medium term, or indeed how can it come out on top?
This question is all the more crucial since the Watchmaking market has been suffering for a
number of years, with sales being subdued.
This is illustrated by the disappointing performance of the Watchmaking Maisons of the
Richemont Group compared to the Jewelry companies, as announced in the presentation
of annual results on May 15th, be it before or during the Covid- 19 crisis. It is something of
an anomaly in the world of Luxury goods, which are otherwise showing strong growth - and the
prospects of a recovery are gloomy according to the experts.
As far as Jewelry Maisons are concerned, even though they are doing better overall, they
are endeavoring to revamp their image and adapt to the new expectations of customers in order
to secure their share of the growth. (See Graph 2-1)
Rather than staying behind other categories (which are bound to recover sooner or later),
Watchmaking & Jewelry could seize the opportunity offered by this crisis to rethink their
methods of engaging customers, be this through:
–

Reinventing the role of sales channels.

–
–
–

Rebalancing the product offer.
Relocating and personalizing VICs treatment (and hence rethinking the role of "Grands
Vendeurs").
(Finally) investing extensively in methods of online engagement.
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3.1 Wholesale vs retail: a dichotomy which has reached the end of its life
There are not many brands that still radically bring into opposition these two forms of
distribution. The vast majority of companies now consider these networks to be two entirely
complementary ways of reaching their customers, albeit with differing strategies.

The Maisons now consider these networks to be two
entirely complementary ways of reaching their
customers.
Whatever the strategies adopted in the past, the current turmoil is going to result in a
number of aspects being reviewed and in two considerations coming to the fore:

–

–

Firstly, rethinking the role of Wholesale, a channel that has been in decline or
underperforming for many brands over many years, and therefore their relationships
with their partners.
Secondly, reinventing the customer’s Retail experience (both physical and digital).
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WEIGHT OF CHANNELS IN THE RICHEMONT GROUP’S
SALES IN € MILLION
Wholesale
FY 17

FY 18

FY 19

FY 20

Retail

CR

4,258

-14%

6,389

+4%
-1%

4,099
6,758
4,407

+14%
+7%

7,320 +8%
4,254

-5%

7,338 -2%
N.B. includes royalty incomes.

3.1.1 Rethinking the role of Wholesale
Why is the crisis going to force Wholesale processes and strategies to be questioned?
First of all, because many brands have suffered over these last few months owing to their
considerable and particularly detrimental exposure to this channel (with an abrupt halt in orders,
discounting operations that damage the image of the Maisons and poor prospects of a
recovery in the short term). Not all wholesalers will survive the crisis and brands risk facing
numerous failures of their partners. Even Rolex might be in danger.
However, several distinctions need to be made.

Firstly, between Watchmaking, which still distributes 90% of its products through Wholesale,
and Jewelry, which only depends on it for 30% of its sales: the Maisons present in both
segments (Watchmaking & Jewelry) therefore have a more balanced profile that is less exposed
to Wholesale.
Secondly, there is “Wholesale and Wholesale”: a store referred to as “external” is a singlebrand space that nurtures the culture and image of a Maison but is generally run by a third
party. A sort of single-brand franchise. It by no means offers the same experience as a multibrand outlet, which focuses on choice and expertise across the board. And even within
these outlets, the situation varies between a small family wholesaler in Bordeaux and a
powerful multi-store player based in New York or Singapore…
But whatever the profile of the wholesaler, the key to success for a brand has become the quality
of the partnership forged with it. This partnership has to be both commercially viable (not
encouraging them to overstock artificially at the end of the month in order to round up the
accounts for the brand, adjustment practices that are still commonplace in certain
companies) and customer-centric (together meeting the needs of end customers in order
to maximize sell-outs in the interests of both parties). As a result, beyond balances of power
(a Cartier or a Rolex will always be in a better position than a smaller brand), it is the
relationship with the wholesaler, the level of professionalism shown and the cooperation tools
provided that make the difference and will do so to an even greater extent in the future.

It is the relationship with the wholesaler, the level of
professionalism shown and the cooperation tools
provided that will make the difference.
It is possible to distinguish between three types of players according to their business model,
these hence being more or less well placed to cope with the current crisis:
//// Those which have consciously opted for retail: for example, Audemars Piguet, which
decided to distribute almost all of its products directly through their own stores and VIC
salons and has great ambitions to open more in the future. Or Van Cleef & Arpels, with over
100 of their own stores, which opted several years ago to focus on Retail in order to control
the quality of the customer experience, the selling ceremony and customer data collection.
This, particularly in recent times, has required considerable investment to develop a network,
improve quality and visibility and, in particular, consolidate international presence with a
whole series of Flagship Stores. Depending on the number of points of sale, this option may
require large amounts of Capital Expenditure and often calls for an extensive digital strategy to
compensate for the weaker physical presence of the brand (following the disappearance of

Wholesale outlets). It is quite a radical choice that is also going to require a reworking of the
in-store experience (an issue examined in more detail below) in order to deal with the
reduction in traffic over the coming months which will be all the more turbulent without the
additional cushion of a Wholesale side.

Focus on retail in order to control the quality of the
customer experience, the selling ceremony and
customer data collection.
//// Those which are still very much focused on Wholesale and are going to have to rethink
the role of this network and reconfigure it. This essentially relates to Watchmaking Maisons.
Firstly, Rolex of course, relying exclusively on external partners for its distribution, a choice
which may make it vulnerable if too many of them end up failing (when asked, an expert did
not think that it was inconceivable for 5 to 10% of the market leader’s distribution network
to disappear in the coming months). Patek Philippe is in the same position: apart from its
own 3 Salons in Paris, London and Geneva, distribution is exclusively carried out indirectly.
To a lesser extent, but also with 3/4 of sell-out sales through Wholesale, there are Tag Heuer,
Jaeger LeCoultre or Piaget. The latter two have been planning to open numerous external
stores in China and are continuing down this road, a choice which is proving to be a wise
one in terms of exploiting today the great potential from China’s internal market, which we
looked at on the first part of the study. Moreover, using multi-brand retailers or external
stores are solutions to conquer these new developing markets while limiting Capital Expenditure.
According to the testimony of numerous players, in the past, Wholesale has played an
essential role in educating customers and distributing Watchmaking products and has to retain
a certain place in Maisons’ ecosystems.
In the vast North American market alone, for example, retailers are very useful for covering
the whole territory (especially during periods where customers are going to be more
reluctant to go to New York or Los Angeles) and for bringing their knowhow and their
wealthy and loyal customers to brands locally.

Wholesale has to retain a certain place in
Maisons’ ecosystems.
It is worth mentioning a truly inspiring initiative aimed at reviving the all too often outdated
multi-brand customer experience: the TimeVallée concept. Developed by Richemont but open

to brands other than those belonging to the Group and run by external partners, its primary
objective is to bring Watchmaking Maisons to people living in Tier 2, Tier 3 or even Tier 4 cities
in China by offering relevant products and tailored experiences.
It offers identity design codes, a customer-centric experience (digital tools to aid discovery,
regularly trained staff and a range of high-end services) and a hierarchical zoning of brands
to promote Brand Equity and overall commercial efficiency.
Testament to the dynamism of this concept: it posted annual growth of 48% for the 2020
fiscal year (closed at the end of March) and is continuing its expansion with 7 openings
planned over the next six months.
The quality of the experience, in addition to the client relationship with an expert and
attentive seller, is no doubt one of the bases on which Wholesale might be saved, and
TimeVallée has played that trump card.
It can therefore be anticipated that exposure to Wholesale, if managed skillfully, will not
automatically result in a Maison’s failure. However, those which will do best will certainly have a
greater Retail presence, which leads us to our third group:
//// Lying between these first two fairly radical strategies are more balanced players like Cartier
or Bulgari. They have been able to strengthen their Retail side in order to reach their customers
directly whilst at the same time reconfiguring their Wholesale network to focus on the best partners
– even by “retailizing” them, to use a Cartier expression.
As a result, for their Watchmaking business, Cartier, Bulgari or even Chanel have recently
“cleaned up” their networks to remove any retailers who were considered to be “bad” (both
in terms of performance and of practices, quality of experience and respect for Brand Equity),
particularly in Europe.
Cartier, a good example of this type of player, has been able to turn its wholesalers into
partners rather than customers, the aim being to address the relationship with the end client
through the wholesaler (product ranges, elements of Visual Merchandising, CRM, selling
ceremony, etc.). And thanks to a series of tools used to strengthen the partnership and the
commercial efficiency of the parties, particularly using digital tools (as will be discussed later).
So, what do these examples tell us? Probably that, when the crisis is over, there will be no
single winning model as far as Wholesale is concerned, but instead each player will have no
option but to professionalize its network. A rapid spring clean, so to speak… along with greater
attention being given to chosen partners.

A rapid spring clean, so to speak … along with greater
attention being given to chosen partners.

And this greater attention will involve developing digital strategies that are tailored to the needs
of wholesalers. Not just allowing online sales, but especially collaborating more closely over
omni-channel initiatives to support the business: organizing specific online events with the
wholesaler, developing e-guarantees (enabling brands to collect customer data), targeted
application with the sharing of best practices, up-to-date digital cataloguing and monitoring
of KPIs (including sell-out), but also e-training modules highly appreciated by wholesalers
for their teams, etc.
One final point on traditional “major events” - first and foremost Baselworld and Watches &
Wonders, which seem to have reached the end of their life, at least in their present form. There
had indeed been questions over them for some time: unsuitable formats, substantial
budgets for a return on investment that was becoming less and less obvious, logistics that
were not well suited to large gatherings with a whole range of partners (an approach
increasingly used by Cartier, for example, but impossible in the small rooms of Watches &
Wonders in Geneva).
The current crisis has not simply revealed their failure to meet the needs of numerous brands…
which have, one after the other, cancelled their participation in Baselworld. In the end, the
organizers decided to cancel this event, which has been replaced by Houruniverse, a new
platform, combined with a physical event planned for April 2021. This formula will still have
to prove itself in order to win over the major players, smaller brands, partners and end
customers.
Watches & Wonders, meanwhile, is reinventing itself by targeting the Chinese market in
particular. Plans include a major livestreaming campaign on TMall in April, a trade show in
Shanghai in early September and a partnership with CDFG on Sanya Island in late
September, during Golden Week.
Whatever the case may be, for small brands, the commercial challenges are formidable, and
their business model may have to be adapted: they still generate a significant proportion of their
orders during these major events, enabling them to plan production partly on firm orders
and to reduce risk. The new reality is going to transform this essential process.

3.1.2 Reinventing the customer’s retail experience
Alongside this need to manage Wholesale more carefully, companies are urgently going to
have to scrutinize the profitability of their retail network.
Whether they have 80 or 300 stores around the world, it is going to be a question of ensuring the
profitability of square footage that is significantly less busy, particularly at points of sale in
Europe, which are heavily dependent on tourist traffic that has collapsed and that is not
going to get back to pre-crisis levels for several quarters. It is a major challenge for a

category in which Chinese tourists generated over 50% of sales in some stores (often for
between a quarter and a half of the global network).

(...) It is going to be a question of ensuring the profitability
of square footage that is significantly less busy.
In the first part of the study, we have already looked at the need for Luxury Maisons,
particularly in Europe, to recapture local customers, in the more global context of a DirectTo-Consumer strategy.
We will simply present here a few thoughts specific to Watchmaking & Jewelry:
–

–

The category’s considerable exposure to Wholesale, emphasized above, will make
internal stores all the more crucial in terms of knowing local customers and their
expectations. However, this industry is a late arrival compared to other segments of
the Luxury Industry (recent CRM policies, collection and analysis of customer data
not well established in the Maisons' culture): it is a considerable weakness that
definitely has to be addressed.
Above all, in order to restart the business as efficiently as possible, confidence will
need to be restored: reassuring people and welcoming them in a different way
(compliance with sanitary measures of course, but also greater intimacy and
precautions, individual invitations, private salons)… and this will take time.

This pushes Maisons to innovate: one Maison told us that it had set up, in the Middle East
before the summer, a remote sales system to save sales during the Eid period, which is a
crucial time in the region. In record time, teams organized themselves to launch a clienteling
campaign, present products in a digital catalogue and sell them using an entirely new checkout
system (payment link or bank transfer), which even enabled them to attract new customers.

Above all, to restart a business, confidence will need to be
restored: reassuring people and welcoming them in a
different way.
–

Furthermore, over the last few years, the category has, in particular, abandoned
local European customers, especially in their designing of exclusive and intimidating
stores: some Place Vendôme stores seem to have greater security and
confidentiality than a Swiss bank! Everywhere, it is going to be necessary to work
towards improving openness and fluidity of client journeys, products presentation and

–

selling ceremonies in the hope of seeing an increase in local traffic – and hence in the
conversion rate.
Finally, a number of initiatives have emerged seeking to use spaces that have now
become more available in store to devise forms of virtual contact with customers in their
own homes: presenting products with stage production, with sales assistants acting
as mannequins for the products.

Thus, a major Jewelry Maison told us that they had been able to sell in the United States
through its dedicated app, has been able to sell a number of products worn by staff to
customers who said they were delighted to see the jewelry worn “in real life” and not on a
completely airbrushed post.
So why not devise furnished spaces for live talks or shoots? Combined of course with
dedicated training to ensure the quality of the content (and the security). At the same time,
in the short term, we are seeing, since the stores’ reopening, behavior that is more focused:
customers are going straight to the brands they know and looking for pre-ordered items or
for after-sales service with little “browsing”. Maximizing the efficiency of service(s) has therefore
become an inescapable issue: speed, relevance, clarity, personalization and “No Channel” will be
the watchwords.

Service efficiency has become inescapable: speed,
relevance, clarity, personalization and “No Channel” will be
the watchwords.
However, besides these issues of distribution business model and of customer experience,
it is the product offer that is likely to have to change in order to counter the effects of the
current crisis.

3.2 Daring to listen to the Voice of Customer to adapt the product offer
This certainly seems at first glance to be counter-intuitive for an Industry that relies not only on
legendary creativity, but also on the natural uniqueness of a particular precious stone, the
technical prowess of a Gyrotourbillon or of invisible gemsetting… even the simple evocative
power of "Juste Un Clou"!
All of this helps to produce a strong narrative content that is capable of taking customers
on a journey to a dream world, of turning them into time lords or simply “offering” them a
mythical share in a legend, even if they are just a few grams of crafted yellow, rose or white
gold.

But beyond sharing dreams, the Industry is facing challenges that are even more urgent in
the current crisis: customer expectations are becoming more complex and subtle and the only
remaining option is to adapt the product offer and segment the responses.
The average age of customers in the category is still high (excluding Bridal, customer’s age is
often over 35-40, well above the average age of a customer in the Luxury Sector) and the
vast majority of Maisons make a large proportion of their sales to new customers each year
(there being little repeat purchases).
Products will therefore have to be more attractive to reduce the average age of customers, make
them want to come back again and again, be they VICs ("Very Important Customers") or
Millennials, and adapt to geographical differences (as seen in the first part of this study, the
need to develop products tailored to the customers in the China domestic market): these
are not new challenges but they are going to become crucial in a period where it is going to
be necessary to investigate all pockets of growth.

Be more attractive, rejuvenate customers, make them
want to come back (...): all pockets of growth must be
investigated.
One of the primary tendencies to be anticipated, a tendency common to all of the players
that we questioned, was the polarisation of the product offer.

3.2.1 Developing more accessible collections and strengthening iconic lines
Here again, the tendency is not new, Cartier being a good example: the Maison has for
some time been developing products that are more accessible in terms of price in order to
attract new customers.
But the global decline in purchasing power is certainly going to be one of the effects of the
economic crisis to come and is going to impact middle-income groups both in the West and
in Asia, in other words those who still make up the vast majority of the traffic (and to a lesser
extent the revenues) of Watchmaking & Jewelry Maisons.
Some of them will probably focus more on less expensive products: there will be a need to
consider more accessible collections or versions without fundamentally downgrading the image
or impacting on the intrinsic quality of the products. This will hasten the need for all players
to offer these types of products or to showcase this part of their range, for example by
talking more about the “access” products in a given collection compared to the high-end ones.
This discourse will have to be subtle to keep the dream alive. It will also be necessary to
listen to local demands, like Cartier, for example, which has for some years been favoring

the development of Panthère or Santos watches with a design that has proven to be
particularly attractive to Europeans.

Focus on iconic collections to attract customers in search
for durability and gain a market share that is still largely
“unbranded” and local.
The decrease in disposable income could have a favorable impact on Jewelry, a segment
with average prices that are more accessible and which is already growing faster than
Watchmaking, as seen above: Maisons benefiting from these two pillars in their offer may
take the opportunity to showcase jewelry collections, develop SKUs and increase their visibility
and the commitment of staff in this category, in order to take advantage of any possible effects
of switching demand.
This may also be the right time to focus on iconic collections to attract customers in search for
durability and gain a share of a market that is still largely unbranded and local (the brands share
only 20% of the global market and just two Maisons – Cartier and Tiffany & Co. – figured in
Interbrand’s ranking of the world’s 100 biggest brands in 2019, ranked 68 and 94
respectively).
From this point of view, Maisons based on solid pillars in their product offer will have an
additional advantage. Testament to this is the impressive recent performance of the wellknown designs Juste Un Clou and Alhambra, as emphasized by Richemont president
Johann Rupert.
This also puts into perspective the recent arrivals onto the market of Louis Vuitton, Dolce &
Gabbana or Gucci: these are probably going to capture a more “fashionista” clientèle, not
least thanks to their highly effective methods of online engagement, but will take longer to
acquire the image of centuries-old Maisons dominating the category and may possibly suffer
during the crisis more particularly in relation to their high-end products where they lack
legitimacy when it comes to “investment”.
Finally, on the subject of developing more accessible pieces, a downside as far as the
American market is concerned. Its structure, which differs from that in European countries,
and its history of buying and selling Jewelry, makes it easier for Mid Jewelry products to
prosper.
A very prominent brand in that country emphasized to us that it is not uncommon to see
American customers treat themselves to a 20,000 or even 40,000-dollar necklace to wear every
day, a much rarer phenomenon on the Old Continent. Even though these categories of

customers are going to be affected by the crisis, they will be affected less than the average
American and may help to soften the blow dealt to Company sales in the sector.

3.2.2 Reinforcing safe haven status
At the other end of the spectrum, the characteristic of Hard Luxury products as being a safe
have or investment may ultimately be reinforced, as is often the case when there is
considerable uncertainty.
Of course, the rich oil barons of the Middle East, Russia or Texas, traditionally great lovers
of Fine Watchmaking and High Jewelry, are going to be impacted by fluctuations in the
barrel price. But probably not to such an extent that it may have much effect on their buying:
after the stunning effect of the crisis, we can already observe these wealthy individuals
continuing on their way, perhaps not to boutiques, but to their "Grands Vendeurs" in order
to indulge themselves whilst at the same time consolidating their assets in complete safety.
Some watchmakers also bear witness to the fact that their sales of Fine Watchmaking have
held up well during the lockdown period and have already took off during this summer. This
is because Hard Luxury products are still an attractive option for HNWIs ("High-Net-Worth
Individuals") when it becomes impossible to treat oneself to a meal at a 3-star restaurant or
take a trip along the Côte d’Azur because no airports or palaces are open…

HNWIs will turn to their "Grands Vendeurs" to indulge
themselves whilst at the same time consolidating their
assets in complete safety.
Testament to this is the phenomenal success of the online sale of the Cartier Tutti Frutti bracelet
by Sotheby’s between April 24th and 28th. Estimated to be worth between 600,000 and
800,000 dollars, this Art Deco masterpiece, embodying one of the rarest and most
recognizable styles in the world, sold for a record amount for a piece of Jewelry sold online:
more than 1.3 million dollars, right in the middle of the pandemic!

Bracelet Cartier Tutti Frutti sold by Sotheby’s for more than 1.3 Million dollars

The crisis may therefore be a good time for Maisons in the sector to increase the offer of
these products (exceptional precious stones, watches with a high resale value, rare pieces
that increase in value over time, etc.) and improve the related customer experience, a
subject which we will discuss in more detail in the section devoted to the treatment of VICs.

Acquiring exceptional pieces might lose its meaning if
there are no longer any admiring glances or flashbulbs
turned towards them.
One final point, but an important one: the speed with which people’s social lives, the gala
dinners or the charity evenings are going to resume. Without these events where everyone
has to sparkle, the need and desire to acquire exceptional pieces might lose their meaning if there
are no longer any admiring glances or flashbulbs turned towards them… And for the time being,
uncertainty is hanging over the next Met Gala and Rose Ball.

3.2.3

The perfect embodiment of signs of love and consideration, of ultimate
timelessness… or even of state-of-the-art technical sophistication?

Some other trends in terms of customer expectations may also accelerate as a result of the
Covid-19 crisis:
//// Greater value given to "caring" during and after the crisis: as an effect of refocusing on
the importance of relationships, indeed the urgency of demonstrating these feelings in an
uncertain world, or simply to celebrate certain moments in life or show your affection for
loved ones… What could be a more appropriate way of expressing this than a beautiful
piece of jewelry or a branded watch?
As a result, gifting may become a more important part of the storytelling (and turnover) of brands
in the sector. Some Maisons already saw this on Mother’s Day in the middle of May in the
US.

Gifting may become a more important part of the
storytelling (and turnover) of brands.
des marques.
//// What can one expect in the pre-owned market? Sales were already on the rise before
the crisis (second in terms of sales at the multi-brand retailer Tourneau after Rolex!), this
being testimony to a responsible and authentic approach which we have already talked about
in the first part of the study, but also to a desire for uniqueness.

Some Jewelry brands, like Van Cleef & Arpels, are convinced about this and are buying and
reselling their best “Héritage” pieces to customers looking for precious differentiation and a
unique patina, through their ten Heritage centers around the world.
According to some observers, pre-owned products perfectly embody the sustainability and
transmission that is increasingly sought by some customers, and these trends may
accelerate as a result of the current crisis, giving access, in particular, to items at low prices
in an environment where purchasing power will probably be reduced.
This is where we may find the next step in the development of Maisons towards the timeless,
the ultimate eternal, a chance for brands, with not only the leeway to capture customers but, more
than anything else, an opportunity to reconnect with them, particularly the locals discussed
above, and to make different use of spaces in oversized stores, at least for a little while.
In this respect, the “Salon 1906” concept developed by Van Cleef & Arpels in some of their stores
is interesting. Reminiscent of the layout of the Place Vendôme, in an intimate and cozy
environment, it supplements the customer journey with a space dedicated to exceptional
Heritage pieces. These pieces, not available for sale, provide a very precious background
to a discourse anchored in the expertise of the Maison and the continuity of an aestheticism
which is within the customer’s reach with contemporary collections which are sold
elsewhere in the store.
A few comments here:
–

–

–

Above all, assess the size of the opportunity. The response is going to be very different
depending on the Maison: the resale value and the level of demand are much higher
for a Patek Philippe or Audemars Piguet piece than for less sought-after names, and
responses have to be adjusted.
Operate directly? The question arises for the brands of whether to manage this area
of the business in their network in order to maximize margins and the traffic generated.
Or to leave it to third parties (physical or digital resellers, auction houses) so as not
to have to manage operational methods and flows, which are very different from the
core business (but with the risk of poor management of pieces and brand image
and without the benefit of new in-store traffic).
Be aware of the limits. There will probably be a limit to the growth of the pre-owned
market: yes, for some brands, some pieces and for customers who are sensitive to
transmission, sustainability, uniqueness of the patina… but acquiring a vintage piece
or offering it does not always have the same emotional appeal as a piece that has
never been worn and sometimes includes a rational element which is ultimately not
particularly captivating. When the crisis is over, it is likely that some Luxury buyers

will be looking more for the joyous and creative vision conveyed by Luxury products (see
the first part), which is not really embodied by the “pre-owned” market.

Some Luxury buyers will be looking more for the joyous
and creative vision of Luxury, not really embodied by the
pre-owned market.
//// On another note, what are the prospects for synthetic diamonds? Although some people
are still skeptical about a product that is infinitely reproducible, of debatable value, having
lost the magic of uniqueness, and still relatively expensive, the fact remains that these are
products of very high quality which are more accessible and protect natural
resources…Messages to which at least some customers will be increasingly sensitive and which
could win some share of the market from traditional players.
//// Finally, a last word on the prospects for smart watches: in 2019, Apple sold more
watches than the entire Swiss Watchmaking industry! Although the sector has missed out
on this shift over the last few years (apart, of course, from notable initiatives by Tag Heuer,
Louis Vuitton and Mont-Blanc), one may wonder whether current concerns, which are more
centered around well-being and health as a result of the crisis, will not help sales of these
products.

The offer will have to be rebalanced between more
accessible collections, iconic lines and safe investment
products.
In summary, the offer will probably have to be rebalanced between more accessible collections,
iconic lines and safe investment products, whilst at the same time following trends accelerating
towards Jewelry and gifting pieces. Strategies to be adopted in the face of the pre-owned
market and smart watches will have to be looked at on a case-by-case basis.

3.3 Rethinking how to treat essential VICs – and the role of the “Grands
Vendeurs”
There is no doubt that the crisis is going to force (and has already forced) Maisons to rethink
how they treat VICs, customers who are becoming more and more essential to brands.
This is because the major international events that enabled Maisons to reach their VICs have all
been cancelled for the next few months and are going to be radically reviewed in the future.

We are not just talking here about brand initiatives (lavish launches of Fine Jewelry
collections, events running alongside Fashion Weeks, or even trade shows like Watches &
Wonders), but also about wider events with a large HNWI audience (such as The European
Fine Art Fair) where these people could be met. It is also going to be more difficult to get
customers to travel, even individually, over long distances…

An opportunity to re-examine the staggering budgets
devoted to these events and to focus on more
personalized treatment.
All of this is an opportunity to re-examine the staggering budgets devoted to these events and to
focus on more personalized treatment. We addressed this point in the first part of the study
and simply wish to raise a few points specific to players in the Watchmaking and Jewelry
market here.
–

The magical revelatory moment associated with presenting an annual collection of Fine
Jewelry is essential to creating the desire and the teasing… and to prompting a
purchase! Maisons are probably going to keep up just a single major annual event
(some major Maisons, for example, had gone as far as organizing 5 of them), with
fewer guests, greatly increasing the regional impact with partly digital presentations
and especially by organizing more staging post events locally.

It is crucial here to consider, above all, the target customer and the business and image
objectives before planning the corresponding event. And not the reverse as some often do:
organizing the event and then wondering what profiles of customers to invite. This means
that the event could be tailored to local opportunities and expectations and refocused on
greater personalization, even one-to-one, whilst leaving room for creativity when it comes
to methods of engagement and adaptation to the profile, tastes and lifestyle of the customer.
In short, developing powerful and very high-end local experiences for VICs right where they live
whilst respecting budgetary and local execution constraints.

Develop powerful and very high-end local experiences
(...) whilst respecting budgetary and local execution
constraints.
–

From this point of view, the initiatives already adopted in Hong Kong are interesting.
Over the last year, the market has suffered from protests and a collapse of traffic –

–

–

–

both local traffic and tourists from China – and has therefore had, so to speak, a
“head start” in dealing with the crisis.
Local teams are able to react more quickly and efficiently! At one large Watchmaking &
Jewelry Maison, for example, links have remained strong thanks to simple emails
sent to the (best/closest) customers to see how they are doing… and these have
even prompted some to place orders.
And, in April, Chanel Watchmaking & Jewelry was one of the first brands to resume
VIC events on the island, while of course adapting the format: the store welcoming
its best customers, with exclusive one-hour time-slots being reserved (compared to
several salons in the store being occupied simultaneously before the crisis). There is
admittedly a reduced flow of people in total over the course of the day, but an exceptional
participation rate and a better experience for the customer!
Finally, the already vital role of the "Grands Vendeurs" in Watchmaking & Jewelry could
be pushed even further to the fore since the decline in the number of international
events is going to make one-to-one relationships even more crucial in maintaining
sales in High Jewelry and Fine Watchmaking.

Questions surrounding this community have been growing increasingly widespread and specific in
recent years – and each brand has to answer them based on its own strategic priorities, its
size, its investment capacity, its distribution and its processes.
How can the profile of a "Grand Vendeur" and its attributes be defined? How to uncover
great potentials? How to inspire this very particular community made up of big individual
egos? How to give them the means to develop and improve their performance? How to
encourage them to share their best practices with the rest of the organization?
This last point, in particular, is going to become more crucial as a result of the crisis: as we
have seen above, brands have to recapture their local customers. To do so, adopting an
approach of getting to know the customer and personalizing the relationship and the
experience is going to be key, and not just for the ultra-rich.

Each brand must answer the increasingly significant
questions around the "Grands Vendeurs" according to its
strategic priorities.
personnalisé.

The "Grands Vendeurs" have much to contribute on this subject, but they are going to need help
in doing so because it is far from being their primary motive (and area of expertise) …
There will of course be a need to adapt practices to a store environment (and not a yacht
or loft environment) and to a more intensive flow of people, but drawing from the spirit of

these very particular relationships established by the "Grands Vendeurs" may be a very
precious route for Watchmaking & Jewelry.
For example, one Watchmaking brand told us how its "Grands Vendeurs" had, during the
lockdown, kept up very strong links with its customers (friends?), regularly contacting them
to see how they were doing, listening to them, sending them masks… and it is all of this
that will reinforce their future links. Another example: this customer of a large Maison, a VIC in
Wuhan, was so touched by the various exchanges with his "Grand Vendeur" in Hong Kong during
the lockdown of the city that he shared them on WeChat and added very glowing comments.

3.4 (Finally) investing extensively in methods of online engagement
Having historically lagged behind with their online strategies, Maisons are going to have to
speed up in this area: they have, in particular, paid for their slowness here over the last few
months in terms of both e-commerce and digital communication.
To see this, one only has to look at the very small number of recent initiatives compared to
Beauty or Fashion brands which have been far more active.
The latter have organized numerous activities during these last few months, changing the
subject of the conversation and shifting it to non-commercial matters whilst still focusing on
inspiring their communities of fans.
Of course, each brand has adapted the discourse to suit its DNA and its customers (gaming,
design competitions, etc.), but from Louis Vuitton to Kenzo, Dior, Balmain, Versace, Gucci,
Burberry and Dolce & Gabbana… there are numerous examples of Maisons that have been able
to tear loose from commercial objectives, product lines or even the brand in order to focus on
customers, their desires and their concerns…

The majority of initiatives are still centered around the
brand (...) or its products and are ultimately not very
customer centric.
As far as Watchmaking & Jewelry are concerned, it has taken time to adapt (for several weeks,
highly commercial posts could still be found on Instagram) before switching to a few tentative
communications.

personnalisé.

Exceptions worth mentioning are the “A different way of being together” Instagram
campaign from Van Cleef & Arpels and the “Master class at home” from Bulgari’s Artistic
Director Lucia Silvestri. But the majority of initiatives are still centered around the brand, its
heritage or its products and are ultimately not very customer- or community-centric, as if the

brands in the sector were less comfortable in close communication or a close form of
interaction.

Instagram Campaign
Van Cleef & Arpels : « A different way of being together »
Bulgari : « Master Class at Home » from Artistic Director Lucia Silvestri

It is (ultimately) going to be necessary to be more agile and to rely on digital tools (in unexpected
situations like the current one, but also in more “normal” everyday life), to reinforce brand
territory (storytelling, partnerships, extensions into art and design, etc.), maintaining or
establishing links with customers, inspiring real communities, and also relying on physical
assets (stores, products) - with events, chats, live product presentations, etc.

The name of the game (...) is to have a clear and
proprietary "Brand Purpose" to convey.
Apart from this, the name of the game, beyond establishing or maintaining an emotional
connection, is to have values, a vision, a tone of speech… put simply a clear and proprietary
“Brand Purpose” to be conveyed, and the sector seems to be slow in its discourse compared to
other Luxury categories.

But it has strengths to highlight: sustainability, strict rules on the sourcing of gold or precious
stones, work done by hand, preservation of French craftsmanship and "Métiers d'Art",
schools of apprenticeship…
Contributing real value to society, Maisons are going to be forced by the crisis to clarify their
message, identify differentiating factors and share them entirely transparently, to reassure but
also to inspire. Because customers will still want to be “pampered” and inspired and will look
even harder for brands offering them the extraordinary, meeting their aspirations,
communicating in a relevant way, including from a digital point of view - and not for
beginners, but for digital natives.
One last point: beyond the content of the messages to be conveyed, operations have to be
capable of supporting this new trend, particularly in terms of IT architecture. This is a huge job
for most Maisons. For example, developing digitalized certificates of authenticity which
would enable a relationship of exchanges with and proximity to customers, is still hampered
by difficulties of implementation.
And yet the stakes are very high: a digitalized certificate of authenticity would allow
communication with the owner of the piece forever (even if there were a change of
ownership through resale or transmission). Beyond the certificate, this opens up highways
to promote maintenance, product push and pre-owned services, etc.
To address this need, the start-up Arianee offers probably the most advanced protocol in the
market, in a legal foundation structure that safeguards Maisons’ interests. But it is still
necessary for computer system architectures to be sufficiently robust to deploy it.
As we can see, the field of action is vast! Brands have been slow in catching up and, on this
point, inspiration may be found in Fashion or Beauty brands or even Chinese teams within Maisons,
which may be sources of best practices given their long head start in terms of digital
practices in this market.
In conclusion, the current crisis is not going to spare a Watchmaking & Jewelry sector that
was already facing major challenges. But it could be a wonderful trigger for reflection and
new practices for brands that are able to reinvent the role of Wholesale and the customer
retail experience, meet the new expectations of customers to rebalance the product offer,
relocate and personalize the treatment of VICs and invest extensively in methods of online
engagement.

The crisis could be a wonderful trigger for reflection and
new practices for brands.
With their financial clout and often the backing of a large Group, major Maisons are of course
best placed to tackle all of these issues quickly and coherently. Conversely, small brands are

going to have to pick their battles because they will probably not have the resources to operate
on all fronts straight away.
What holds true for each Maison is that creativity and innovation are in their DNA and often
have been for over 150 or 200 years. That’s the difference between Luxury and other Watch
or Jewelry manufacturers.
It is time for an exercise in schizophrenia. Continuing to put creation at the heart of value creation
whilst at the same time using it to help customers in order to serve them, listen to them, entertain
them, inspire them and amaze them.

Creativity and innovation are in their DNA and often have
been for over 150 years. It is time to use them to serve
customers.

4/
The Beauty market:
armed to seduce

The global market for Perfumes and Cosmetics has enjoyed particularly vigorous growth over
the last ten years stimulated by the diversity of customer aspirations and their loyalty and
fed by creativity and innovation.
The Luxury segment, which represents ¼ of the global market, has, it says, broken records by
growing twice as quickly as the global market over the last 3 years, with increasing numbers
of consumers prepared to pay more for products of superior quality.
The recent diversification of major Luxury Maisons towards this market, with Louis Vuitton and
its collection of perfumes in 2016, Gucci and its line of make-up in 2019, Hermès and its
lipstick at the beginning of the year and soon Prada are testament to its great potential.
Also contributing to this growth has been the profound economic, demographic and
sociological changes that have been taking place for a number of years, as described by
Jean Paul Agon, Chairman and Chief Executive Officer of the L’Oréal Group, in his latest
annual reports in 2018 and 2019:
–
–
–

The continued growth of the Internet.
The development of social networks.
The acceleration of urbanisation around the world.

–
–
–

The growth of middle-income and high-income groups.
The emergence of new targets, especially senior citizens and men.
The insatiable appetite for Beauty among Millennials and GenZ.

The “lipstick index” establishes a correlation between the
size of a recession and the number of lipsticks sold.
GRAPH 4-1
GROWTH OF LUXURY COSMETICS MARKET
COMPARED TO GLOBAL BEAUTY MARKET (IN %)
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Source: L’Oréal Fiance – 2019.

In 2012, in other words three years after the 2008 financial crisis, while the global economy
was struggling to recover, the Luxury sector of Perfumes and Cosmetics, where expenditure
had contracted during the crisis, had fully recovered in 2010 and was showing strong growth.
It was in 2001 that the “lipstick theory” began to permeate thanks to Leonard Lauder, son
of Estée. He invented the concept of the “lipstick index” which established a correlation
between the size of a recession and the number of lipsticks sold.

If we go back even further, this theory proves to be correct: lipstick (during the four
recessions between 1973 and 2001), and then eye make-up (during the more recent
recession between 2008 and 2009) have proven to perform exceptionally well in times of crisis.
In full expansion over the last few years, and now paradoxically being helped by the crisis,
what then is the problem that Covid-19 is only making worse for the Beauty industry?
We propose that the analysis be narrowed down to three main points:
–

What are the contextual differences between the regions of the world, the categories of
products (Fragrance, Skincare and Make-up), and the distribution channels?
– What accelerations in patterns of consumption and customer expectations need to
be anticipated?
– We have already mentioned the digital challenges facing Luxury as a whole in the
first part of the study, but what about Beauty specifically?
The ability of each major Group to understand these changes will vary. This may reshuffle
the cards and change the landscape. Without making dangerous predictions, we will
present a few hypotheses by way of conclusion.

4.1 Relative positions of the current forces: 50 shades of red
Some publications showing the results for the 1st quarter of 2020 have been reassuring,
like L’Oréal whose global turnover had shown a drop of just -4.8% based on comparable
data, -9.3% for the Luxury Division.
Others, meanwhile, have sent worrying signals, like the Japanese giant Shiseido, which saw
its quarterly operating profits in 2020 fall by 83.3% to 6.5 billion yen, whilst its turnover over
the period fell by 17.1% to 226.9 billion yen (1.95 billion euros).
In addition, conversations that we have with our clients (brands and retailers) confirmed that
there had been an unprecedented impact, but some early signs suggested that the Industry
might prove once again to be resilient:
–

The Chinese market, the main lever for growth in Luxury goods, was showing encouraging
signs. Some customers confirmed to us a rise in sales close to the pre-Covid period
and were sticking to their 2020/2021 store opening plans.
– Consumers had already switched in large numbers to ecommerce during the
lockdown and thus have considerably accelerated the rise in power of this channel.
As far as physical spaces were concerned, the first Brands and retailers to reopen had
already witnessed a return of loyal customers.
The current period is obviously still a changing picture. But like every major global crisis, we
have to expect a shift in the balance of power, an acceleration of underlying trends and the
precipitated decline of certain players while new value propositions are going to emerge.

4.1.1

The winning trio: Asia x Skincare x Digital

Here are a few figures to put the ideas in their proper context (Graph 4-2):
–
–
–

–

The Luxury segment, which represents ¼ of the global market for Perfumes and
Cosmetics, generated half of the world’s growth in 2019.
The principal categories in the Luxury Sector are Skincare (40% of the market) and
Make-up (30% of the market).
43% of sales are made in the Asia-Pacific zone, mainly thanks to China, downtown
Travel Retail and a healthy rate of growth in the countries of South Asia (compared
to 30% in North America and 24% in Europe).
The online sales channel represented 23% of sales in Asia at the end of 2019
(compared to 14% globally) and has sky-rocketed since.

Chinese customers should reinforce their role, which will
be so crucial to this market in the months to come.
GRAPH 4-2 KEY FIGURES OF LUXURY COSMETICS MARKET
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These principal drivers for growth are undoubtedly going to become even more strategic
given the contraction of the global economy ahead. China, the main player in the AsiaPacific market is already leading the recovery. Chinese customers should reinforce their role,
which will be so crucial to this market in the months to come.
Lovers of premium skincare in particular, it is safe to say that this category of products will
act as a “Covid-19 morale booster”. Another feature of the Chinese market and no less
significant: 95% of online purchases are made via the 800 million smartphones in the
country, enabling brands to reach consumers even where there is no point of sale.
Outside this winning trio, other pockets of growth will most likely emerge:
–
–
–

North America as a staging post for Asia as far as Skincare is concerned, particularly the
US, which is making a big contribution to the growth in the prestige segment.
Eye Make-Up, as an alternative to lipstick, due to the increased wearing of masks.
Fragrances in Asia. Even though this market is starting from a very low base (its
turnover was a billion euros in 2019), it was booming before the crisis (+15% a year)
and will perhaps be one of the mainstays of must-have brands such as Chanel or
Dior and niche brands again.

Eye Make-Up, as an alternative to lipstick, due to the
increased wearing of masks, will become a pocket of
growth.
There are several negative aspects that may have a significant effect on the recovery:
–

–
–
–

The ability of the Travel Retail business to re-establish itself, Beauty being the main
category in this business, accounting for nearly 38% of its sales (L’Oréal Finance
2018), including 55% in airports where Luxury brands usually showcased their
image in the best possible light.
The old continent, a market that was already sluggish before the crisis, where
recovery may prove to be very difficult.
The fall in consumption among middle-income groups around the world who, in the last
few years, had made a significant contribution to the growth of the market.
Make-up in the US where the boom over these last 10 years may be on the wane.

Players that are already armed with the winning trio will clearly be in the best position. For
the others, it will be a question of becoming more agile and adaptable in order to pick up
weak signals quickly and capitalize on them.
The lockdown period and, with it, the pressing need to react quickly, has given rise to new
ways of working that are more organic, more collaborative, more cross-functional, more

connected between the central and the local, and faster in their decision-making. Whilst
established structures and processes will return, it will be necessary to ensure that brands
remain vigilant in order to maintain the agility that they have demonstrated over the last few
months. We will look in detail at these organizational and cultural changes in the last part of
the study to be published on July 9th.
To allow such agility throughout the value chain, supply chain challenges have become an absolute
priority when it comes to generating a real competitive advantage. The period of uncertainty will
require Beauty leaders to be able to implement ultra-reactive production and execution
solutions.
More than ever, brands will have to be able to capture changing trends and meet consumer
demand. In Beauty, a single post on Instagram can cause a massive surge in demand,
which implies ever faster capacities to give yourself the chance to respond to it.
Likewise, with technology now part of the shopping experience, the brands that gain a
competitive advantage will be the ones that have integrated these data, obtained in real time, into
their production chain. If already before the crisis the supply chain did not function properly,
in times of crisis, pressures on this chain will only worsen the brand's ability to respond to
the market, causing in turn an accelerated loss of competitiveness. On this point, the large
Groups already equipped with robust and efficient tools and a connected and collaborative
management mode will certainly be the best prepared.

4.1.2 My good friend the distributor
According to Coresight Research, 80.7% of global sales of Beauty products are still being
made in brick and mortar, at least they were before the crisis. This distribution still largely
consists of specialist chains and multi-brand spaces in department stores.
When consumers first show an inclination to return to stores (to test and touch products)
and when we see the effect of hygiene measures on the quality of presentation of products
being offered for sale (as can be seen from the photos taken in Nocibé below), the benefit
of these spaces before a vaccine has been found will need to be looked at. This is because
it is going to be difficult to relaunch the physical side of retail unless the stores succeed in
transforming quickly.

The benefit of these spaces before a vaccine has been
found will need to be looked at.
Distributors have benefited so far from an extremely favorable balance of power. This is because
they control the key resource: the shelves of fragrances and skincare products and the
gondolas of make-up upon which access to the products by end customers relies.

Photos taken in Nocibé –
products cannot be touched and can only be tried with the help of a sales assistant.

This dynamic still applies to a global giant like Sephora, which, thanks to its exclusive range
of products, its in-depth knowledge of its customers and its long head start in digital, has
built a system that is becoming ever more crucial even for the biggest brands.
Sephora now has over 2,500 points of sale in 34 countries offering close to 15,000 products
from 300 brands. In the US, its primary market, Sephora adopted, back in 2017, a strategy
which may prove to be a winning one in a post-Covid context. “Sephora Studios” have
flourished in the US. These are small-scale concepts, less than 200m2, which are fully
focused on the experience using relevant digital media. This format has enabled them to
move into towns or districts with lesser potential. These spaces, which are less impressive
in terms of their size and therefore traffic, could be less threatening to those who are
cautious about mingling with others.
The world’s number one selective distributor of Perfumes and Cosmetics, Sephora will
undoubtedly be able to react very quickly to any changes in the market. Nevertheless, not
every player has the same cards to play. With the abrupt closure of shops during the
lockdown, the potential loss of their appeal on reopening, and the rise in the power of the

Direct-To-Consumer market (a point examined in the first part of the study), this balance of
power may shift.

With the rise in the power of the Direct-To-Consumer
market, this balance of power may shift.
The nature of the relationship between brands and distributors is going to have to change,
with the need to strengthen partner relationships being key. Several areas may be
investigated, such as:
– More extensive strategies for differentiating products.
– Steps taken for joint innovation in the customer experience.
– Introduction of win-win CRM strategies.
At stake is the survival of some of Europe’s specialist distributors who have embarked on
promotion strategies that are extremely dangerous for the profitability of the sector.
The situation is a little different for the big Beauty brands in Asia. This is because the position
of retail in its own right is considerably more developed there. But the survival of the fittest
will play its part there too, with brands that have benefited from the most productive
networks having a head start.
In the first part, we mentioned the acceleration of trends in the Luxury market generally and,
in particular, the appetite of customers for brands with a “Purpose” and meaning that was
clear and shared. The Beauty sector is particularly affected by this acceleration, having a
few specific features.

4.2 Customer expectations? No, demands
4.2.1

Success goes to the brands that look after the client

An empathetic, sympathetic and welcoming marketing
will have to lie at the heart of brand strategies.
The pandemic has led consumers to reflect on their mental and physical well-being in a way
they have never done before. Deeply affected by it, human beings have had to confront a
threat to their very survival. It will be interesting to see how players of the Beauty market and
their products, the keystone of well-being, will succeed in joining consumers in this
introspection and authentically appropriating the attributes of the health world.

A permanent quest for quality and performance, alongside marketing that is empathetic,
sympathetic and welcoming, will have to lie at the heart of brand strategies.
Beyond the Prestige market, the example set by the French brand Respire, launched last
year by the 25-year-old Justine Hutteau, is highly significant. “I wanted to create a brand in
which people could have confidence and which would help them better understand what they were
putting on their bodies.” A year later, Respire is a range of natural, vegan, recyclable products
made in France. Distributed by Monoprix and then Sephora, the brand has sold more than
1 million products and has over 90K followers on Instagram. An unbelievable success based
on a brand embodying and perfectly resonating with the aspirations of consumers.
Taking care of yourself also means taking care of your environment. Products will have to be
ever more respectful of the planet. Sustainability, short distribution channels and local
production are likely to gain in popularity. Deposits may perhaps make a comeback, like
Loop, the zero-waste e-commerce platform that is shaking up mass distribution.
Finally, as in the Luxury Sector at large, Beauty brands will increasingly have to be “citizens
of the world”, be ever more inclusive, and continue to pursue worthy causes. With the
publication of the ministerial order authorizing them to manufacture hydro-alcoholic
solutions, we witnessed numerous brands get mobilized to respond to the health
emergency. Beyond immediate joint action, setting an example in terms of social, societal and
ethical responsibility is going to become an increasingly important competitive advantage.
But there is no “magic” formula because it requires an ingredient which cannot simply be
made up: authenticity. So, beware of green washing which might have a fatal boomerang
effect if not done tastefully.
In addition to meaning, it is again and again the experience that customers are looking for.

4.2.2

Conversational Boutiques for an enriched experience

The lockdown period has been the time for consumer profiles that until then had been little
interest in experimenting with online purchases. New habits have developed and, as we
know, these may become engrained.
Although a rapid return to brick and mortar is still uncertain, numerous initiatives during the
lockdown period have perhaps uncovered a new opportunity: virtual consultation. And
through this, growth in private conversations with beauty advisors, thereby cementing trust
and loyalty. Customer service, which lies at the heart of retail, is perhaps living through an
entirely new chapter in its history.

Numerous initiatives during the lockdown period have
uncovered a new opportunity: virtual consultation.
Chanel Beauty has, for example, rebooted its NY store Atelier Beauté with an invitation to
reserve (for 20 dollars) a personalized consultation with one of its beauty experts.

Atelier Beauté Chanel

Clarins has introduced the same type of initiative on a global scale, inviting all of its beauty
experts to offer free consultations over the phone. During 15-minute sessions, the experts
have been giving their advice directly. Be this for pre-sale purposes or to aid a sale, the aim
of preserving the wealth of advice that is so central to the brand has been successfully
achieved. The magic has happened, sometimes in the privacy of a person’s own bathroom, and
authentic connections have been made. Testament to this is the arrival of huge numbers of loyal
customers in store since the reopenings.
Another initiative of the same type, to mention just three: to counterbalance the abrupt
closure of its stores, the American distributor Credo has relied on its “Credo Live” service
developed by the Anglo-Saxon agency HERO.

HERO technology makes it possible to connect consumers and brands instantaneously via
a video chat hosted on the brands’ websites. Brands beauty experts can guide consumers
to specific pages of the site to support their recommendations. During the lockdown, “Credo
Live” generated nearly 15% of the distributor’s sales, with an average basket of 30% to 40%
bigger than that of the e-commerce site. As for conversion rates, these have fluctuated between
20% and 50%, exactly the same as those usually achieved in stores and in any case higher than
those of the e-commerce site which are usually between 2% and 5%.
Only the “Indie brands” benefiting from a base of strong die-hard fanbase will be well
positioned to capitalize on this new desire for personalized interactions since they have built
up their businesses by developing their communities. From the start, they have put the
customer rather than the benefits of the product at the heart of their concerns. As for global brands,
in order to achieve a degree of closeness with their consumers, they have so far made use,
in particular, of influencers and micro-influencers, media trips and various collaborations.
Although this strategy is still applicable, a community of beauty experts, available online to assist
consumers might be worth considering.

4.3 Digital: Black Mirror in real life
Brand digitization is accelerating, a development that we examined in the first part of the
study. The world of Beauty is no exception, it is even ahead of other Luxury sectors.
As a result, the Perfume and Cosmetics market is marked by the ever-increasing importance of
technology and the crisis is going to accelerate connected Beauty.
New technologies are going to offer good opportunities in terms of experience and service
to capture consumers in their own homes. New shopping experiences will be more intrusive
than ever, penetrating consumers’ home and key life moments.

New shopping experiences will be more intrusive than
ever, penetrating consumers’ home and key life
moments.
And new technologies are an opportunity that some "Indie Brands" should be able to seize.
By selling directly, without any intermediary, the data gathered already gives them an indepth knowledge of their customers and enables them to offer them this famous
personalized experience.
This is the case, for example, with Proven Beauty, a brand founded in 2018. This start-up
uses Artificial Intelligence and Machine Learning to create tailored skincare programs based

on an online questionnaire and data from 8 million consumer opinions, 100,000 skin products
and 4,000 scientific reviews.
As far as the major Groups are concerned, these have a substantial capital base which they
can use to get their hands-on innovative start-ups.
At the beginning of the year, the AmorePacific Group launched a 3D printed mask
developed with the company Lincsolution on behalf of its prestige care brand IOPE. The
Skin Future Solution program analyses 26 genes from different perspectives for each
customer, 13 being skin genes and 13 being linked to health, so as to provide ultra-targeted
care solutions.

The major Groups will reinforce their open innovation
strategy (...) and investment in incubators and
accelerators will increase.
Being able to appropriate new technologies and to innovate with new and ever more sophisticated
services while placing data at the heart of their business model is going to become a key issue.
The major Groups are going to increase the number of initiatives to reinforce their open
innovation strategy, a vehicle for identifying new start-ups and investment in incubators and
accelerators is going to increase.
Among the multitude of agile "Indie Brands" directly connected to their consumers, and
global Groups who have already invested heavily in technology and Big Data, the players in
this market are well placed overall to face future challenges and prepare for the changing
behavior of consumers.
Perfumes and Cosmetics are going to continue to rely on their trump cards, accelerate their
move towards an emotional experience and the use of digital tools, such as virtual testing and
Artificial Intelligence, in order to get close to their customers and serve them ever more
effectively. It will also be interesting for the other sectors to observe how this sector switches
to ultra-personalization.

4.4 It's time for predators
Beauty remains a supply-oriented market, this being one of the features of the Luxury
Industry.
Two strategic approaches have been seen during the crisis. On the one hand, operations
aimed at refocusing supply and the brand portfolio, as Shiseido has demonstrated in the
past and as its Managing Director Masahiko Uotani is also planning this year, in order to
optimize the allocation of investment. On the other hand, the rapid search for drivers of

growth and the gaining of market share through proactive strategies for diversification and
external growth. L'Oréal is being particularly aggressive in this area.
Like the Fashion sector, Beauty has not escaped the phenomenon of the “Indie Brands”.
After the historic Luxury brands (“Heritage Brands” like Chanel, Dior and Estée Lauder) and
those of Makeup Artists (MAC, Bobbi Brown), “Indie Brands” have swept onto the market
and overthrown the established order to the point of completely changing the face of the
sector.

Competitive positions are far from being set in stone.
Although the major Groups still dominate the global market, competitive positions are far from
being set in stone. Built up through targeted acquisitions, they monitor very closely these
young gems that are seducing Millennials and GenZ.
In 2014, L’Oréal acquired Nyx, a success story with 13 million followers on Instagram. Estée
Lauder followed in 2016 with the purchase of Too Faced for around 1.45 billion dollars.
LVMH, for its part, created its own incubator, Kendo, and launched Fenty Beauty,
recognized as being one of the best inventions in 2017 by Time magazine. In June 2020,
the Coty Group announced a 20% ownership interest in Kardashian West's beauty business
for $200M, another step in Coty’s renewed interest on its cosmetics business.
Asian players have also been predatory for many years, as can be seen from the purchases of
Jurlique and H2O Plus by Pola Orbis, of Tarte Cosmetics by Kosé or of Drunk Elephant by
Shiseido. AmorePacific Corporation has just announced this May that it is acquiring a
holding in the Australian care brand Rationale in order to strengthen its Luxury portfolio and
secure its leadership in the tailor-made Cosmetics category.

