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1 China Luxury Report 2011—Let the

Facts Speak

We are pleased to present China Luxury Report (2011), the first
luxury report in China. We have been working for one year on this report,
making visits or phone calls on over 2000 renowned entrepreneurs, luxury
brands directors and media. It is upon all these facts collected through our
solid work that we feel opportune to share our views.

Through this survey, we see a prosperous luxury market in China
which keeps its growth at a fast speed. By this survey, we truly find
something we can capitalize from the merits of those successful
international luxury brands. All these efforts are worthwhile as we find the
issue of this report an enjoyable experience to share.

Favoring with the wealthy is one guiding rule in the luxury industry,
which is,however,in face of challenge when rich people are going more for
individualization over brand loyalty and a vast group of high-asset people
are coming up as a whole end for luxury competition. Furthermore, there
are growing number of brands who have started out to expand the potential
market with small customers for their future.

With those second and third-tier cities coming into being as the
battleground for luxury , it is universally recognized that these battlegrounds
are the goals to score for greater sales while those first-tier cities are the
base camp for building brand status. Nevertheless, marketing resources are
scarce in the battleground due to the facts that few media are willing to
place a favor there and there are few retailers qualified for the standards in
running such sales. And this is what holds all luxury brands back for
nowhere.

E-commerce and refurbished luxury products are among the priorities
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in this survey. We have learned from the e-commerce report that clients
prefer this way of buying mostly for the convenience in it rather than low
prices , which is worth consideration for all those e-commerce shops who
sell with low prices—for them reputation and service are more to weigh up.
Another finding on e-commerce is the problem of counterfeit: customers
hesitate to buy for fear of counterfeits and , unfortunately , discredited sellers
are numerous indeed.

Some findings from this survey are really exciting since they are quite
contradictory to what we used to think. For instance, wealthier customes
care less about brand; first-tier cities are better market for refurbished
luxury products against those second and third tier cities; and not a few
domestic brands are already luxury in customers’ point of view. And such
findings are many to tell.

Certainly , dissonance also looms large somewhere in the market, which
could be quite disturbing for the future. Among all that much to account in
this report, I only point out one thing here—the problem of fake products
after international brands prevails in the luxury market in China. This could
be attributable to a blind faith in imported goods among domestic
consumers , on which I should express deep discontent. Fake products bring
damage to real foreign brands and make an insult to domestic brands as
well. I would appreciate all those who despise such practice. And I also feel
obliged to show my respect to those Chinese entrepreneurs building their
own brands.

As I believe, this report, with many other facts laid out within, should
be an indispensable reference for those who work in this industry, both

employees and employers.

Steven YAQ
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2 Valuable Information Depends on
Valuable Stakeholders

China Luxury Report (2011) has just accomplished when I begin to
write this acknowledgement. As a scholar, I have gone through the mixture of
anxiety , reflection, excitement and calmness for the fulfillment of this in-
depth report which aims to extend a sophisticated understanding for Chinese
luxury market. During this process, Fortune Character has granted great
support and confidence to our research team with their rich market resources
which enables us to approach the renowned Chinese high-asset groups in a
deep manner, and all that makes me feel warm and not being standalone.
Furthermore, the media has also rendered significant help to our report ,opening
their hearts and building a valuable and profound platform with industry-wide
efforts. What's more, these management of international luxury brands in
Chinese luxury market have contributed their wisdom and ideas to our
research , sharing their loss and gain during the 20-year operation in China.

China is a market of significant value,and whether it can be maximized
or not depends on the value of the operators. At the very beginning,in the
feasibility study of our report,we have an argument on the issue , namely , to
discuss the scale of the cake or to deeply taste its quality and value. There is
no doubt that the cake is big and the quality should be also superior.

Chinese luxury market has spontaneously developed 20 years. What is
its direction after 20117 Who will stick to go? Where is the potential?
Government needs breakthrough, brands need basis and consumers need
guidance. The crux of the matter will be who would provide useful
information for the further development of the market. As the researchers of
Chinese luxury market,we should take the indispensable responsibility.

Massive information of this market has been uncovered through a great
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number of questionnaires, telephone calls and interviews ,and we acclaim for
all the underlying facts that we have discovered. We have dig out the
developing path of Chinese economy and market ,and demonstrated the rules
and principals of market and developing trends for the future from the
seemingly unrelated information. Chinese consumers have gradually passed
through the phase of conspicuous consumption and upgrade of taste and
quality has been the wish for entire group of Chinese entrepreneurs. However,
tightening cash flow forces them to find new access to capital ,whereby leading
to the prosperity of art market and second-hand luxury market, meanwhile
luxury e-commerce market and duty-free market also gain the popularity.

The international luxury brands have achieved great success but the
internal competition is also increasingly intensified. Moreover ,imbalance of
China’s development among different areas and uncertainty of China’s
development in future have made top managers calm and wait. When the
top brands make money in China, many people doubt that if these brands
can take the responsibility accordingly and further make contributions to
China in return. The Chinese media also slow down the pace and emerging
consumers have poured new momentum into the industry such as the
application of new media and individual media. In the following years, the
key words for China luxury market will be the coexistences of optimism and
caution along with growth and transformation. Where is the road leading to
future for the Chinese brands? We feel sort of anxiety for the pessimism of
consumers and expectations from media. Is it possible to relive the glory of
the Silk Road, recall the Chinese ingenious craftsmanship inherited from
long history, and nurture great Chinese entrepreneurship like Steve Jobs as
well as internationalize the brand resulted from spreading culture? We
have certain foundation and urgent need for cultivation.

When we have a general grasp of our report,all the team,on the other
hand ,seem quite reticent. This is a sustainable market,and it needs profound
discussion and analysis in the following years. We have a long way to go. No
matter what the reality is,mentality plays a key role. We choose to persevere in

the way. Accumulation of value stems from rationality of human heings.

Tina ZHOU
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