Watch the TV presentation of Luxury Online at:

http://www.youtube.com/watch?v=7SFnnUocibA
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Selling luxury goods online

The chic learn to click

Luxury firms are digital laggards, but some are catching up
Jul 22nd 2010 | BERLIN AND PARIS

WHEN Oscar de la Renta, an American fashion house, launched a
transactional website some years ago, it expected people to buy
mostly smaller items such as belts and perfume. The firm was
stunned when it received an online order last spring for an $80,000
sable coat from a new customer in New Hampshire. He couldn't get
to New York, apparently. Online customers have been snapping up
the firm's core product: $4,000 cocktail dresses. "We could not
have been more wrong in our expectations of the internet,” says
Alex Bolen, the firm’s chief executive. Online purchases are still a
small proportion of total sales, but growing rapidly.

Most luxury-goods firms are less open-minded. Many scorn the
internet as a plaything for plebs. A product sold online, wrote Jean-
Noél Kapferer, a French branding guru, in “The Luxury Strategy”,
published last year, ceases to be a luxury item. In early 2008, of
178 luxury firms around the world surveyed by Forrester Research,
only a third sold their products on the internet. That figure has
risen, but still about half of firms don't sell online at all, estimates
Federico Marchetti, the founder of Yoox Group, owner of Yoox.com,
a luxury-goods website.

Prada, an Italian design house, had no website until 2007. It did not start selling products online
until last year. Several American companies, such as Tiffany & Co, have thriving web businesses,
but European firms, especially the old French houses, such as Chanel and Hermés, are still afraid
of mice.

Luxury executives explain that the internet is too impersonal for their products, which need the
human touch. Allowing anyone to buy online can mean a loss of cachet. Luxury firms like to dazzle
customers with plush stores and sleek ads, so that they think only about beauty and not at all
about price. The web, by contrast, shines a clear light on price. "That's the last thing I want people
to think about,” wails an executive from the watch industry.

It is largely the industry’s own fault that the internet is associated with lower prices for its
products. For years, firms discreetly disposed of end-of-season stock at deep discounts via
websites such as Yoox.com. Some fashion houses make clothing exclusively for Yoox.com as a
way to use up left-over fabric. Also, by shunning the internet in its early days, legitimate firms
helped to create a vacuum that counterfeiters were happy to fill, says Uché Okonkwo, the author of
“Luxury Online”.

There is every sign, however, that buyers of full-price luxury goods crave the convenience of
online shopping, so companies are being forced to adapt. In April Richemont, a Swiss luxury-
goods giant, bought Net-a-Porter, a specialist fashion online retailer founded in 2000, in a deal
valuing it at £350m ($535m).

Net-a-Porter’s appeal is not price, says Danny Rimer of Index Ventures, a venture-capital fund
which backed the firm, but the convenience of getting items delivered to your door before they sell
out. Executives are now watching to see whether Richemont will allow Net-a-Porter to sell its many
other brands, including Cartier watches. Most luxury-watch firms, such as Hublot, do not sell
online. This seems perverse: watches fit easily and buyers are usually collectors who know the
models well. The main problem, explains Jean-Claude Biver, chief executive of Hublot, is that
watch firms have long-standing agreements with independent retailers, and selling online would
disrupt the system.
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Obama achieves
few gains in China
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