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A
fter years of strong growth, Asia’s luxury goods market is showing signs of a slow-
down. yet the rising number of middle class and ultra-rich consumers offers huge 
long-term opportunity.

When the then-Chinese government began a crackdown on gifts and conspicuous consumption, 
many dismissed it as a half-hearted response to bribery scandals with only a limited impact. 
However, the fight against official extravagance has been more influential than anticipated and 
has coincided with a wider economic slowdown in China. This has had significant repercussions for 
the luxury goods market, not just in China, but in Hong Kong and cities such as New York, London 
and Paris, where wealthy Chinese tourists go shopping. 

Meanwhile, the Japanese luxury market remains muted, with the impact of 2011’s tsunami and 
a weak yen extending two “lost” decades of slow growth. The Indian retail market, bogged down 
in contentious foreign direct investment (FDI) reform, has also underperformed expectations, 
and although other markets—such as Malaysia, the Philippines and Thailand—have seen sales 
accelerate, they remain relatively small.

Slower demand growth was reflected in the quarterly sales of a number leading luxury firms 
(see “Mixed fortunes and muddled outlooks”), whose rapid expansion during the boom years has 
increased their exposure to Asia. Indeed, there are now signs that some luxury firms are shifting 
attention towards other emerging markets in the Middle East and Africa. 

However, unlocking Asian potential will remain the priority for luxury brands. Despite the 
slowdown, The Economist Intelligence Unit’s five-year forecast for retail sales is stronger for Asia 
than any other region. This report takes an even longer view. We project Asian household incomes 
out to 2030, taking in assumptions for shifting tastes, as well as the emergence of niche and 
home-grown brands. Luxury growth has been driven by Asia’s wealthy elite so far, but, as Japan 
has already proven, it is the burgeoning aspirational middle class who will provide market depth. 

Rich pickings: The outlook for luxury goods in Asia
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Source: The Economist Intelligence Unit.
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To be among the winners, brands 
must focus on how to promote 
products, intensifying both online and 
offline marketing. Store expansion will 
need to be more consolidated, with 
firms targeting smaller, fast-growing 
cities and new channels, notably 
e-commerce. Meanwhile, quality and 
service levels will become increasingly 
important, especially given the 
industry’s growing shortage of skilled 
staff. Regulatory hurdles, rising real-
estate prices, taxes and import duties will also present ongoing challenges, especially against the 
current backdrop of slower growth in Asia.

Our key findings:

l Asia will cement its position as the dominant region for luxury goods, as income and con-
sumption growth rewards the long-term investment plans of key players. 

l Based purely on consumption growth levels and currency headwinds, the region could ac-
count for over one-half of global luxury revenue within a decade, compared with one-third 
today.

l The number of households with annual income of over US$150,000 will rise from 2.5m at 
present to around 27m by 2030. China alone will have 12.7m such households. 

l Luxury goods sales will be driven by the expanding middle class. By 2030 there will be over 
270m households with income exceeding US$50,000. This represents a six-fold increase on to-
day’s numbers and will account for more than one-quarter of the households in the 14 key Asian 
markets we cover.

l In addition, this forecast is based on reported income; including estimates of “grey” income 
hidden from tax authorities, which pushes Asians’ buying power far higher.

l Despite the recent slowdown, China’s dominance will grow as Japan’s influence wanes. India 
and Indonesia will step into the limelight as key markets over the long-term, especially as In-
dian retail opens up to foreign investment.

l With so many global luxury brands based in Europe and the US, exchange-rate fluctuations 
are crucial to selling strategies, as firms must balance local pricing with unpredictable and 
volatile currency movements. 
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Asia’s demand for luxury goods is driven by the tastes and preferences of the region’s high-
income consumers. A 2012 report on wealth management published by Capgemini and the 
Royal Bank of Canada estimates that Asia has to have as many high-net-worth individuals 

(HNWI) as North America (see boxed text). These wealthy households account for most of the de-
mand in the luxury market, especially in previously isolated markets such as China. But many less 
wealthy, aspirational luxury buyers are emerging in Asia. Looking ahead, two decades of strong 
income growth will spawn millions of middle-class shoppers with an appetite for luxury brands. 

We estimate that the number of Asian households with annual incomes of over US$75,000 will 
rise nearly eight-fold, to 137m between now and 2030. China alone will account for 74m of these 
households, up from around 1m at present. Even a relatively stagnant Japan will see the number of 
high income households almost double, to 26m by 2030. 

While the number of high-income households will rise dramatically, the number of middle-income 
households—defined as having an annual income between US$25,000 and US$75,000—will increase 
even faster, despite rising inequality. By 2030 there will be over 270m households with incomes 
of US$50,000 or more across Asia, from less than 50m today. Almost two-thirds of these 270m 
households will be in China and over 30m will be in India. At the same time, inflation will dampen real 
income growth—in China, for example, US$25,000 in 2030 is worth only US$15,000 today.

Importantly, these figures do not account for “grey” income, which adds substantially to wealth 
across Asia’s emerging markets. China’s National Economic Research Institute conservatively 
estimates that around Rmb14trn (US$1.5bn) of income was hidden from tax authorities in 2008. 
Wealthy Chinese families are the biggest beneficiaries of “grey” income.

Although luxury purchases cut across income groups in much of South-east Asia, Indian luxury 
generally remains the preserve of wealthy families or successful professionals. Lower-income rupee 

Pocket money: Asia’s rising middle class

Asia: Households by US$ income band  
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Source: The Economist Intelligence Unit.
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millionaires (the equivalent of around US$20,000) hesitate to buy luxury products and higher-
income households often still buy locally-made goods instead of, or alongside, international 
luxury brands. Neelesh Hundekari, of A.T. Kearney India, also points out: “In other markets, 
people from a certain income class generally stick to a certain class of product. In India, 
consumers buy across product and price classes.”

The challenge for companies is finding the right market. In India, “status” is important to 
small business owners and entrepreneurs, a customer base that is generally under the radar of 
marketers at many luxury brands. In China, smaller cities currently underserved by luxury offer 
huge growth potential.

Gender is another factor. Asian luxury consumption is evenly split between men and women, 
unlike elsewhere, where women are the primary purchasers. This is largely explained by the 
gender disparity of incomes as well as corporate gift-giving, which accounts for up to 25% of 
China’s luxury goods market. A crackdown on corruption and the rising wealth of women may 
balance buying power between men and women.

US$75,000 households  
(m)

Source: The Economist Intelligence Unit.

China 74,059

Japan 14,444
2012 2030

China 1,093

Japan 27,098

India 13,975
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Source: The Economist Intelligence Unit.
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ASIA’S SuPeR-RICH
Asia’s emerging middle classes will be led by a rising number of super-rich consumers driving 
demand for luxury goods. A study by the Royal Bank of Canada and Capgemini found Asia 
to be home to 3.7m high-net-worth individuals (HNWIs; with investible assets of US$1m 
and above). This is on par with North America and greater than Europe. WealthInsight, 
another consultancy, expects Asian cities to account for six of the ten-largest millionaire 
populations.

Smaller Asian economies are also reporting a rising number of millionaires. The 
Philippines was home to 11 people listed as billionaires in a 2013 list by Forbes; a report 
published by a Swiss bank, Julius Baer, forecast 38,000 Filipino millionaires by 2015. In 
Vietnam, the Central Institute for Economic Management  reported a 33% rise in millionaires 
in the first half of 2012, albeit to only 170 individuals.

High-net-worth individuals (‘000s), top five countries

2011 2012 % growth

USA 3,068 3,436 12%

Japan 1,822 1,902 4.4%

Germany 951 1015 6.7%

China 562 643 14.4%

UK 441 465 5.4%

Note: HNWIs are defined as individuals with investable assets valued at over US$1m.

Source: The World Wealth Report 2013 from Capgemini and Royal Bank of Canada.

The world’s top millionaire cities, 2012

Number of millionaires (‘000s) % of country’s millionaires

Tokyo 461 21%

New York City 389 7%

London 281 42%

Paris 219 39%

Frankfurt 217 16%

Beijing 213 17%

Osaka 190 9%

Hong Kong 187 100%

Shanghai 166 13%

Singapore 157 100%

Source: WealthInsight. 
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Mixed fortunes and muddled outlooks: Contrasting 
views on Asia

A
sia, particularly China, has been the engine for growth for luxury goods firms for some 
time. But fears of a slowdown in 2012 were compounded by weaker consumption figures 
in the first quarter of 2013. Accenture reported a significant decline in Asian investment 

from global retailers—the number of retailers entering “Emerging Asia” (defined by the consul-
tancy as China, Indonesia, Kazakhstan, Malaysia, Pakistan and Thailand) fell from 13 between 
July and October 2012 to just two between October 2012 and January 2013.

In January Richemont reported growth of 5% in the October-December 2012 period, down on 
previous quarters thanks to flat Asian sales. Swiss watch exports to China, hit by the crackdown 
on corruption, had fallen throughout October and November. The outlook from Richemont was 
far from reassuring, with the firm stating: “At this stage, it is unclear how business patterns may 
develop and how the business in the Asia-Pacific region will evolve in the near future.”

Yet just a few months later the picture had brightened considerably. Richemont reported global 
sales growth for the year to March 2013 of 14%, with profits rising by 30%. Asian revenue growth 
lagged behind slightly at 12%. In May China agreed a free-trade agreement (FTA) with Switzerland 
that will see the duty on watches cut by 2015, restoring confidence to Richemont investors.

In April Kering reported first quarter growth of just 1%, although the luxury arm of the 

Luxury goods companies, revenue by market
LVMH (€ m) 2012 2011 % change** Share 2012 Share 2011

Europe (inc. France) €8,562 €7,663 11.7% 30.5% 32.4%

Asia (inc Japan) €10,258 €8,400 22.1% 36.5% 35.5%

USA €6,390 €5,237 22% 22.7% 22.1%

Other €2,893 €2,359 22.6% 10.3% 10%

Richemont (€ m) 2012-13 2011-12 % change* Share 2012 Share 2011

Europe €3,611 €3,098 14% 35.6% 34.9%

Asia (inc. Japan) €5,066 €4,517 5% 49.9% 50.9%

Americas €1,473 €1,253 11% 14.5% 14.1%

Kering/PPR (€ m) 2012 2011 % change** Share 2012 Share 2011

Western Europe €2,937.5 €2,611.8 12.5% 30.2% 32.4%

Asia (inc. Japan) €3,598.3 €2,945.5 22.2% 37% 36.5%

North America €1,983.1 €1,496.6 32.5% 20.4% 18.6%

Other €1,217.4 €1,008.4 20.7% 12.5% 12.5%

Hermes (€ m) 2012 2011 % change* Share 2012 Share 2011

Europe (inc. France) €1,217.3 €1,054.6 14.5% 34.9% 37.1%

Asia (inc Japan) €1,645.3 €1,279.6 18.5% 47.2% 45%

Americas €568.9 €464.2 14% 16.3% 16.3%

Other €52.6 €42.8 22.5% 1.5% 1.5%

Burberry (£ m) 2012-13 2011-12 % change** Share 2012 Share 2011

Europe £560 £553 1.3% 29.6% 31.6%

Asia £745 £652 14.3% 39.4% 37.3%

Americas £463 £434 6.7% 24.5% 24.8%

Other £121 £109 11% 6.4% 6.2%

Source: Company reports.

*At constant exchange rates

** Nominal
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business grew by 4.5%. Revenue in China rose by around 10%, however, this compared with 
the previous period in which growth was over 20%. Different Kering brands also experienced 
divergent fortunes; Bottega Veneta saw rapid growth, while demand for Gucci slowed. Kering’s 
CFO, Jean-Marc Duplaix, said: “We’re still waiting for a rebound in consumption in China. Perhaps 
it will be more in the second half.”

LVMH presented an almost identical picture in its own sales figures for the first quarter of 2013. 
The brand house experienced disappointing fashion and leather sales, with year-on-year growth 
of just 0.4% (3% like for like). Asian growth of 12% was faster than any other region, but still 
disappointing for the firm, with LVMH CFO, Jean-Jacques Guiony, commenting: “At this point in 
time, we miss demand from the Asian part of the world.”

BRIGHteR BRANdS
The gloom is not universal. Hermès reported a 10.3% rise in first-quarter sales, with Asia 
(excluding Japan) reporting growth of 17%. The company’s strategy in Asia, as well as the rest 
of the world, remains one of consistency and exclusivity. The company opened just two new 
workshops in 2012 and maintains waiting lists of over a year for some handbags. That helps it to 
keep control over pricing and prevents the brand dilution that threatens more available brands, 
such as Louis Vuitton.

Meanwhile, Burberry was also upbeat when it announced annual results in May. Overall revenue 
growth was 8%, driven largely by a 20% increase in China. There is still a risk that Burberry’s 
distinctive check pattern could suffer from the Chinese backlash against ostentation. But as the 
company CEO, Angela Ahrendts, said: “We do know that growth will continue to be higher (in 
China) than in most of the markets.”

China accounts for 14% of Burberry’s turnover and company strategy is still evolving. The 
success of the past few years has come about through accelerating branded store openings, 
accounting for 90% of Asian sales. Now, however, focus is shifting to other channels to deliver 
growth. Web traffic to Burberry’s Chinese online store rose by 70% in 2012, while the company is 
also installing Mandarin-speaking staff in European flagship stores to cater to Asian visitors. 

Slower Chinese growth—allied with a weaker yen and uncertainty over India—has added a 
measured tone to luxury investment in Asia. At Kering a decentralised structure allows individual 
brands the freedom to adopt different strategies. This means that Bottega Veneta will continue to 
build on its success, while Gucci will focus on revamping stores, particularly in Japan. The recent 
rebranding to Kering highlights China’s strategic importance. Its Chinese name, Kai Yun, means 
open sky, or good luck. 

For LVMH the Asian strategy is one of consolidation, notably of its Stella McCartney operations. 
The firm is also reining in expansion plans, and, above all, investing in e-commerce. Although 
some brands will continue to grow, such as Moet Hennessy and Donna Karan, expensive new store 
openings are expected to slow. As China’s moves away from visible branding, it plans to release 
more “no logo” products. Investment has not stopped, but the pace has certainly slowed.
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RISING SHAReS
In 2012 Asia accounted for 30-40% of revenue at many key luxury players. The potential for growth in income and 
consumption are key considerations in looking to the future of Asian luxury markets, but exchange-rate movements 
are also crucial in determining how revenue in Asia will benefit European and American luxury goods groups. 
The table below illustrates this, by adjusting current sales data to reflect our nominal private consumption and 
exchange-rate forecasts, showing how Asia’s share of sales could evolve over time (using China as a proxy for Asia, 
excluding Japan). This is not a company revenue forecast. It does not take into consideration investment in stores, 
marketing, evolving consumer preferences or legislation. But it does give a baseline indication of how regional growth 
may impact the finances of luxury firms. 

In Japan, a weaker yen and slow consumption growth will hamper revenue potential. We believe that it could 
take a decade for euro or sterling sales to reach 2012 levels, by which time growth in other markets will see Japan 
commanding only one-half of the share of total global revenue that it does now. Excluding Japan, compound 
consumption growth and currency appreciation means that Asian revenue could quadruple in nominal euro/pound 
sterling terms over the course of the next decade. This will be in contrast to sales stagnation in Europe and slower 
growth in North America. As a result, by 2023 Asia could account for 50-60% of revenue for many luxury goods brands. 
Little wonder that firms consider the current slowdown to be a temporary blip.

Asia's changing share of global luxury revenue

Kering (PPR)  (€ m) 2012 Share % 2013 Share % 2018 Share % 2023 Share %

Japan €1,158 12% €926 9% €1,035 7% €1,169 6%

Asia (exc. Japan) €2,440 25% €2,756 28% €5,736 39% €9,642 46%

LVMH  (€ m)

Japan €2,363 8% €1,890 6% €2,112 5% €2,385 4%

Asia (exc. Japan) €7,895 28% €8,917 30% €18,562 40% €31,199 47%

Richemont  (€ m)

Japan €904 9% €723 7% €808 5% €912 4%

China/Hong Kong €2,602 26% €2,939 28% €6,117 35% €10,283 40%

Other Asia €1,560 15% €1,734 16% €3,572 20% €5,087 20%

Hermes  (€ m)

Japan €545 16% €436 12% €487 8% €550 7%

Asia-Pacific (exc. Japan) €1,100 32% €1,243 35% €2,587 45% €4,348 52%

Burberry (£ m)

Asia-Pacific £745 39% £880 42% £1,897 54% £3,200 60%

Revenue forecast in baseline currency, adjusted for exchange-rate movement and nominal private consumption growth forecasts.

China currency and consumption forecasts used as a proxy for Asia, excluding Japan/Asia-Pacific. India used as proxy for Other Asia.

Please note: these are nominal assumptions based on general economic forecasts. They are not tailored company outlooks.

Source: The Economist Intelligence Unit.
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D
espite the roll-out of luxury stores across Asia, many of the region’s consumers prefer 
to shop overseas. In 2012 overseas sales accounted for around 60% of Chinese luxury 
goods’ spending, according to Bain, and around 25% of Indian spending. McKinsey 

found, in a survey of Japanese consumers, that one-third of respondents had bought luxury 
goods in duty-free shops in the last 12 months, particularly in Hawaii, Singapore and Europe.

Imported luxury goods are heavily taxed in many Asian countries, resulting in 30-60% higher 
prices. Many luxury goods firms also add a price premium in some markets to reflect higher 
logistical or investment costs—not to mention Asian consumers’ willingness to buy their brands. 
As a result, the same luxury items can cost up to 51% more in China than in the US and 71% more 
than in France, according to China’s Ministry of Commerce. The risk of local counterfeits, a strong 
yuan and more choice abroad also favour shopping overseas.

Luxury firms see this as a no-lose situation by simply reaching Asian consumers in Dubai, 
Paris or New York, instead of Delhi or Shanghai. As Asian demand slows, companies appear to be 
shifting towards cross-border pricing parity. Fully aware of how much of their revenue depends 
on Asian buyers both in Asia and abroad, they have tended to do so by shifting prices upwards 
elsewhere rather than lowering them in Asia. In November 2012 Mulberry, a UK luxury fashion 
brand, increased prices globally by 12%. LVMH has spent much of the past year raising prices in 
both Asia and Europe, with the gap between prices in China and Europe dropping from 50% to 30% 
over the course of the past year.

Tariffs and taxes still have a big effect on where the Chinese shop, and although the price-gap 
may be diminishing, travel is also becoming easier. The result has been a tourism boom that has 
seen China overtake the US to become the world’s biggest overseas spender. The World Tourism 
Organisation reported that Chinese overseas spending rose by 40% in 2012, to US$102bn, of 
which 65% was shopping-related. Goldman Sachs claims that in 2011, the Chinese overtook the 
Japanese as the largest spenders in Europe, accounting for 18% of European luxury sales. The 
bank expects this proportion to rise to 40% by 2025.

Luxury firms in Europe have responded by tailoring their stores to Chinese consumers. In 
London, a luxury retailer, Harrods, installed 75 China UnionPay cash terminals and recruited 75 
Mandarin-speaking staff, initiatives that have supported a 40% year-on-year increase in sales to 

Near or far? Pricing for tourists and locals

Top five cities for Asian overseas spending, with 2011-12 growth 

Chinese tourists
Year-on-year 

growth
Indian tourists

Year-on-year 

growth

Indonesian tour-

ists

Year-on-year 

growth

Japanese tour-

ists

Year-on-year 

growth

Paris 49% Singapore 47% Singapore 19% Paris 37%

Singapore 47% London -10% Paris 51% Singapore 72%

London 43% Paris 5% Milan 74% Roma 29%

Frankfurt 69% Milan 19% London 49% Seoul 15%

Milan 67% Bicester 18% Amsterdam 54% Milan 46%

Note: The growth percentage is calculated in euro terms.

Source: Global Blue.
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Chinese tourists. Retailers and luxury goods companies are also lobbying hard to ensure that their 
Chinese visitors encounter fewer impediments: in May 2013 UK retailers greeted enthusiastically 
the news that the UK visa process was being coordinated with the EU scheme, making it more 
easily accessible to non-European shoppers. 

But Asian travellers also favour destinations closer to home, including Singapore, Seoul, 
Hong Kong, Macau and Taiwan. Luxury goods retailers in these retail centres have become highly 
dependent on tourist spending instead of local demand, something that makes them vulnerable 
to any sudden downturns in demand. Indian spending in London, for example, dropped in 2012, 
according to Global Blue, a tax-free shopping network.
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I
t is becoming increasingly clear to many Asian customers that they are paying over the odds 
for luxury brands. The Economist Intelligence Unit Worldwide Cost of Living (WCOL) data on 
the ten most expensive locations to buy a women’s Burberry raincoat, for example, shows 

this clearly. Out of 140 cities worldwide, Shenzhen and Dalian in China are the two priciest loca-
tions, and Asian locations comprise one-half of the top ten. On average, prices in Asia are two 
to three times higher than fashion centres such as London, New York and Rome.

Some of this disparity is down to high taxes and duties, while some can be explained by 
exchange rates. Shipping and distribution costs also play a role. But by far the biggest factor 
is simply demand, which has allowed prices to stay high. Indeed, companies such as Burberry 
and Hermès often find that their highest-priced items sell best. Convenience matters too: many 
Chinese consumers buy abroad to avoid paying a premium, but many more buy locally at higher 
prices because they prefer not to postpone their purchases.

Some of these factors are now starting to dissipate. Trade accords are pushing down duties and 
taxes in many countries. Asian consumers are also better travelled, and therefore more aware of 
how overpriced their home markets are. Most importantly, demand has slowed, while the supply of 
goods and outlets has increased.

CHeAPeR CHANNelS
The past year or so has seen the rise of bargain outlets, where luxury items are offered at 
permanent sale prices. Having flocked to outlets such as Bicester Village in the UK or Citygate in 
Hong Kong, Asian buyers are increasingly keen to visit similar shopping malls at home. Once there, 
not only do they gain access to discounted goods, but they also see what is on offer from cheaper 
brands such as Zara—often in a similar style, if not of similar quality.

More noticeable, although still small, is the rise in online luxury retail. According to McKinsey, 

A bad bargain: Why are Asian luxury prices so high?

Ten most expensive cities for Burberry raincoats
(US$)

Source: The Economist Intelligence Unit Worldwide Cost of Living survey.
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around 70% of Japan-based luxury executives say that online buying accounts for more than 
5% of their firms’ sales. China’s online population reached 564m at the end of 2012, according 
to the China Internet Network Information Centre, but only 43% of people have ever made an 
online purchase. Usage is far higher in the bigger cities, however, where most of the wealthy live, 
and growth rates are high. Online transactions rose by 46% in 2012, thanks to the expansion of 
payment systems such as PayPal and AllPay, as well as greater use of internet-enabled mobile 
phones.

Luxury brands themselves have been taking advantage of this, with several, such as Burberry, 
Lancome and Armani, using the internet as another sales channel. A number of e-tailers are also 
focusing solely on luxury brands. In late 2012 eBay announced a partnership with Chinese luxury 
apparel website Xiu.com. Shangpin.com penned a deal in March with the Fashion Council of 
America to gain access to US products. 

But most of these websites focus on in-season fashion, which sells at full price. Alongside this 
comes the expansion of independent websites offering discounted luxury goods to Asia, including 
Brands4friends.jp in Japan, Hong Kong’s Glamour Sales, and 99labels.com in India. Typically, 
these discount sites offer flash sales to members. Excluzen.com in India, for instance, sells brands 
such as Tag Heuer, Omega, Just Cavalli, Rosenthal and Callaway at discounts of 15% to 45%.

Alibaba, China’s biggest e-tailer, has previously suffered from a reputation for cheap fakes on 
its Taobao consumer marketplace, but luxury brands are starting to take note of its huge turnover 
and reach. In 2011 Coach became the first luxury brand to launch an online storefront on Alibaba, 
and has since been followed by others.

SPlIt StRAteGIeS
Luxury brands use these channels selectively, selling in-season fashion on their full-price sites 
and using discount ones to destock on secondary or older items. But they are wary that expanding 
too much online at the expense of store channels could compromise the personal service and 
experience that luxury stores provide.

Nevertheless, the rollout of e-commerce and discount stores has intensified pressure on 
prices, particularly by allowing consumers to research and compare prices. Many delay their 
luxury purchases until the sales, or until they can go abroad for better prices. Understanding 
this, many luxury brands offer discreet discounts to regular customers aimed at making them feel 
valuable. Depending on the market or region, companies also stock lower-priced items from their 
existing ranges and eliminate unnecessary frills. In China’s smaller cities, Gucci has introduced 
cheaper goods to widen its consumer base and to discourage image-conscious consumers from 
buying fakes. 
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SuItS yOu, SIR
The pricing dilemma facing luxury goods firms can be seen by projecting the price of branded 
goods in Asian markets in euro terms over the next few years. To do this, we took the average 
2012 euro price of a standard Hugo Boss suit (or closest equivalent) and projected it forward 
for five years, adjusting for inflation and exchange-rate changes. This assumes no other 
price rises beyond overall inflation. While the euro price in Japan falls, Chinese prices record 
steady growth. The euro price in India, meanwhile, climbs even more steeply, surpassing 
Japan in 2016.

Boss suit prices  (adjusted for inflation & exchange rates)
(US$)

Source: The Economist Intelligence Unit.
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B
eijing’s Silk Street Market shopping mall is famous for fake goods that cost a fraction of 
the real thing. In the past few years, the mall has tried to distance itself from the coun-
terfeit trade, but fakes still abound. Luxury companies have long battled to suppress 

cheap counterfeit goods. Asia, led by China, is one of the world’s largest producers and consum-
ers of fakes. According to the UN, China accounted for 75% of all the fake goods seized globally 
between 2008 and 2010. 

Yet progress is being made. China’s General Administration of Quality Supervision, Inspection 
and Quarantine (AQSIQ) confiscated counterfeit goods worth Rmb5.33bn (US$850m) in 2011 and 
e-tailer Taobao has introduced measures to protect against fakes, in order to be removed from 
the US Trade Representative’s list of notorious websites. These actions are partly a response to 
lobbying by foreign luxury firms. But counterfeiters are also under pressure because Asian firms 
now have intellectual property of their own to protect, making their governments more willing to 
enact and enforce relevant laws locally.

The resulting crackdown may be small compared with the scale of the problem, but, in any case, 
fakes may not present a meaningful threat to sales of luxury goods. Consumers of counterfeits 
tend to be those who cannot afford the real thing, and as incomes rise, 
aspiring customers tend to turn to genuine products over fakes.

Even so, the impact of diluting a luxury brand’s value is very real. Luxury 
firms may have a new ally—the customers themselves. Image-conscious 
Asian consumers appear to be rejecting fakes, choosing instead the 
prestige of the genuine article. According to Chen Junsong of the China 
Europe International Business School, while cash-strapped youngsters 
still love counterfeits, those over 30 with higher incomes tend to buy the 
genuine brands. A survey by China Market Research found that 95% of 
Chinese women between the ages of 28 and 35 would be embarrassed to 
carry a counterfeit handbag. Fear of fakes is also hampering online sales of 
luxury goods. 

Luxury companies are not resting on their laurels, however, and are exerting greater control by 
rolling out their own branded outlets, especially in smaller cities. Some have adopted measures 
to differentiate their products from fakes. For example, Japan’s Shiseido developed a cosmetics 
line with special packaging for online sale in China, allowing customers to differentiate genuine 
products from fakes. Silk Street Market may not be shutting its doors any time soon, but the 
customers that matter to luxury groups are increasingly opting for the genuine article.

People are starting 
to be ridiculed if 
they are spotted 
with a fake Gucci 
handbag. 

Chen Junsong, China 
Europe International 
Business School

The real thing: Counterfeiting and brand protection
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E
ven as they buy luxury goods made by foreign firms, Asian consumers are taking a grow-
ing interest in products that reflect local cultures and traditions. In 2012, the year of the 
dragon, the symbol appeared on everything from Versace handbags to Rolls Royce cars. 

Bulgari and others followed up with snake-themed items for 2013. Home-grown luxury brands 
are also emerging to cater to local tastes.

Some local companies have sprung out of regulatory barriers. Chinese yacht-building is 
flourishing, largely thanks to China’s 43% import duty on super-yachts. Other domestic firms 
have shopped abroad to address local demand, with China’s Dalian Wanda Group buying a British 
yacht builder, Sunseeker. Yet most home grown brands prefer to play to their knowledge of local 
craftsmanship, culture, tastes and preferences. Indian personal care brands using traditional 
ayurveda medicines are thriving, while China now has several luxury baiju brands. The tradition 
of jewellery-making and preference for gold in China and India has influenced a number of Asian 
jewellery brands. 

Hong Kong’s Chow Tai Fook has emerged as one of China’s best-known brands. The jeweller, 
founded in 1929, targets affluent and middle-class consumers and taps into the Chinese love of 
gold, both as a status symbol and an investment item. The company has grown rapidly, with over 
1,800 points of sale and more than double the revenue of Tiffany & Co. Local Chinese apparel and 
accessory brands are also emerging, including fashion brands such as Dorian Ho, Mary Ching and 
Omnialuo, the latter of which has over 200 stores in China. 

Yet home grown luxury remains relatively small-scale, with firms facing stiff competition, owing  
to the international cachet of foreign luxury and the availability of cheap, local alternatives. 
Asian consumers are also distrustful of domestic brands in terms of quality. There appear to be 
operational disadvantages too, as many local luxury goods companies complain that foreign 
stores get the best locations, rent discounts and exemptions. 

Home-grown companies are taking a “masstige” (or mass luxury) approach, for instance by 
pricing goods below those of Western luxury brands and seeking to complement rather than 
compete in this space. South Korean brand Couronne promotes “casual luxury” with chic but 
affordable items. Couronne’s founder, Seok Jeong-Hye, considered hiding its Korean origin when 
launching in 2009, but local appeal won out and by 2011 Couronne had 23 outlets and sales that 
had increased seven-fold in a year, to W12m (US$11m).

Some Asian brands are now looking to go global, but this is also a difficult undertaking. 
Hoteliers are seeing some success, as they can build a reputation with Western travellers before 
expanding internationally.  India’s Oberoi Group moved abroad by taking over existing luxury 
hotels in Australia, Egypt and Singapore, before building its own in Indonesia, Egypt, Mauritius 
and Saudi Arabia. It is now expanding into Dubai and Morocco. Taj Hotels has 16 hotels outside 
India and aims to have 50 by 2015. 

MIxING BlOOdlINeS
Luxury products differ from luxury services, and face different logistical challenges. To expand 
abroad, Asian luxury firms need to attract international capital and recognition, something 

Local dragons: The rise of Asia’s own luxury brands
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existing luxury giants already have. International luxury companies must do the opposite, 
tailoring products to satisfy local tastes. The conditions are ripe for partnerships. 

Richemont acquired a controlling stake in Hong Kong-based Shanghai Tang, which sells 
“Chinese Chic” to Chinese and Westerners alike. The brand has 42 stores worldwide and plans 
to almost double its China stores to 30 by 2015. Another hybrid is Qeelan Jewellery, which was 
founded in Paris by a Hong Kong designer and French entrepreneur, and entered China in 2008.

Some international brands, such as Prada, have listed locally in Asia to fund local expansion, 
while others have taken on Asian investment, as cash-rich firms from China or India look to 
acquire Western brands of their own. In 2012, Fung Brands a Hong Kong investment firm, acquired 
80% of Sonia Rykiel, one of France’s last remaining independent fashion houses.

As local brands globalise and global brands localise, boundaries between the two will continue 
to blur, giving luxury consumers greater choice to indulge local tastes.
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In just five years, China has grown into one of the world’s biggest markets for luxury goods. 
Yet the market has been slowing. Bain estimates that growth in personal luxury sales in 
greater China (including Hong Kong, Taiwan and Macau) fell from 30% in 2011 to just 8% 

in 2012. Although this compares well with growth in America (5%) and Europe (3%), it is still a 
sharp slowdown.

China forecasts

 2012 2017 2030

Population (m) 1,312.6 1,361.2 1,370.4

GDP per capita (US$) $6,291 $10,791 $32,682

Median household income (US$) $7,373 $12,597 $39,578

Number of over-US$50,000 households (‘000s) 2,756 13,064 165,137

Number of over-US$150,000 households (‘000s) 225 992 12,775

Source: The Economist Intelligence Unit.

The reasons for the deceleration are two-fold. First, a slowing economy has undermined 
consumer confidence, with real GDP growth falling below 8%, compared with double-digit 
percentages a year ago. Second, the official clampdown on gift-giving and receiving by public 
officials—intended to halt corruption—hit the luxury market hard.

Yet China’s potential cannot be overstated. Capgemini counted 640,000 high-net-worth 
individuals (HNWIs, those with investible assets of over US$1m) in China in 2012. We expect the 
number of households in China with income of over US$150,000 to rise from 225,000 in 2013 to 
12.7m by 2030. The number of aspirational middle-class households will also grow rapidly, giving 
luxury a mass market in China. Crucially, these estimates exclude “grey income”, which accounts 
for a large proportion of spending power in higher income bands. 

A slowdown, not a setback: China

China: Households by US$ income band  
(’000s of households)

Source: The Economist Intelligence Unit.
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A shift in economic policy to focus on consumption, rather than investment, should also boost 
spending. Efforts to open up trade will help too. Retailers hope to benefit from plans to replace a 
business tax on services with (VAT), eliminating some double-taxation problems. Even considering 
the current downturn, Bain expects luxury sales in China to grow by 6-8% this year, to US$35bn.

BAlANCING ACtS
Capitalising on China’s potential presents a challenge for luxury firms. Tastes among China’s 
wealthiest consumers are maturing, compounded by the recent government crackdown. 
Ostentation is increasingly frowned upon, replaced by the desire for more subtle exclusivity. Logos 
remain important for lower-income consumers, but so does value for money. 

The other challenge lies in shifting strategies from already-saturated major cities to fast-
expanding smaller ones. McKinsey claims that Beijing and Shanghai currently account for 20% of 
China’s luxury sales, while the top 36 cities account for 75%. But China has 207 cities with an urban 
population over than 1m, 86 have a metropolitan population higher than 1m. Many of these are 
seeing average income levels rise quickly and will deliver the next wave of growth, as hubs such as 
Shanghai reach maturity (see box).

Ensuring supply and standards in smaller cities will be difficult, with consumers attaching higher 
importance to in-store service. LVMH, having previously pursued an aggressive expansion strategy, 
recently shifted its emphasis to service quality in key cities such as Beijing and Shanghai, where the 
company makes the bulk of its sales.

Nevertheless, second- and third-tier cities offer the best growth potential. Property consultants 
CBRE singled out second-tier city Chengdu as the world’s most active retail development market 
in 2012. Hermès has 17 Chinese stores, less than one-half of its number in Japan, and Chanel has 
eight boutiques in China, compared with more than 50 in Japan. Armani, Salvatore Ferragamo 
and Burberry are rolling out new stores, while Kering plans to expand as long as there is growth to 
capture. Smaller brands are also getting in on the act; Italian label Pucci opened its first Chinese 
store in 2012. 

tHe Next WAVe: CHINA’S INlANd GROWtH PROSPeCtS
So far, China’s growth, especially in income terms, has largely taken place in coastal cities, 
with interior cities lagging behind. Since 2007 however, this gap has been narrowing, as 
coastal cities reach maturity and inland cities drive growth.

Forecasts from The Economist Intelligence Unit's Access China service suggest that the 
number of interior cities generating luxury demand is rising rapidly. In 2012 just two cities—
Beijing and Shanghai—had over 100,000 urban inhabitants earning over Rmb150,000 
(around US$24,500) a year. By 2020 this will rise to 61 cities, including inland ones such as 
Chengdu and Xi'an. 

A separate analysis of grey incomes by Access China suggests that this figure should be 
much higher, because of households that under-report income to tax authorities. In Beijing 
for example, around 1.2m households officially earned more than Rmb120,000 in 2012. 
But “grey income” estimates suggest that the number is more like 5m. Access China's grey 
income forecasts suggest that by 2020 there will be 194 Chinese cities with over 1m people 
earning Rmb120,000 or more. Officially, however, only 13 cities will reach that level.
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2014
As above, plus:
Chengdu
Hangzhou
Nanjing
Suzhou (Jiangsu)
Wuhan

2013
As above, plus:
Ningbo
Shenzhen

2012
Beijing
Shanghai

1
2

2015
As above, plus:
Guangzhou
Jinan
Qingdao
Tianjin
Wuxi

2016
As above, plus:
Changsha
Chongqing
Foshan
Harbin
Kunming
Wenzhou
Xi'an
Xiamen

2017
As above, plus:
Dalian
Fuzhou (Fujian)
Hefei
Hohhot
Huizhou
Jiangmen
Nantong
Quanzhou
Shijiazhuang
Taizhou (Zhejiang)
Zhengzhou
Zhongshan
Zhuhai

5
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7
8
9

3
4

10
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13
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17
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21
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26
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28
29
30
31
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33
34
35

2018
As above, plus:
Baotou
Changchun
Dongguan
Jinhua
Linyi
Shenyang
Xuzhou
Yantai
Zhuzhou
Zibo

2019
As above, plus:
Changzhou
Guilin
Jining
Nanchang
Nanning
Tai'an
Weifang

2020
As above, plus:
Guiyang
Lanzhou
Panjin
Taiyuan
Tanghan
Yanzhou
Zhenjiang
Zunyi

36
37
38
39
40
41
42
43
44
45

46
47
48
49
50
51
52

53
54
55
56
57
58
59
60

Chinese cities with over 100,000 people earning over Rmb150,000 (nearly US$25,000) a year
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A
s one of the world’s biggest luxury markets, but also one of the slowest-growing, Japan 
tells a mixed story. After the devastating tsunami and nuclear crisis in 2011, LVMH, Coach 
and others reported a sharp drop in Japanese sales. Yet by the end of that year Bain re-

ported that luxury sales grew by 2%, to €18.5bn (US$24.2bn), rising by a further 8% in 2012.

Japan forecasts

 2012 2017 2030

Population (m) 126.8 123.6 113.5

GDP per capita (US$) $47,278 $42,267 $65,669

Median household income (US$) $57,415 $56,295 $76,968

Number of over-US$50,000 households (‘000s) 35,363 30,234 42,664

Number of over-US$150,000 households (‘000s) 1,555 1,282 3,700

Source: The Economist Intelligence Unit.

At Kering, Japanese luxury revenue grew by 17% in 2012 in euro terms, helped by yen 
appreciation. But Kering’s organic growth was 7% and Richemont’s annual sales rose by 6% in 
constant-currency terms. 

This has now changed. A depreciation of the yen in late 2012 and early 2013 threatens to 
severely impact foreign currency revenue. 

On the other hand, Japan’s expansionary economic policy (called “Abenomics” after the 
prime minister, Shinzo Abe) included a ¥10.3trn (US$105bn) fiscal stimulus in January 2013, 
boosting consumer confidence and luxury sales. In May department-store sales of art, jewellery 
and precious metals, including luxury watches, jumped by a record 23% year on year. A McKinsey 
survey of luxury retailers in Japan found that 95% of respondents expect sales to grow this year, 
as consumers tire of austerity. Yet the mood is fragile. Stimulus measures could prove fleeting and 
any economic slippage will undermine newfound consumer confidence. 

The medium-term question for luxury firms is whether demand will compensate for currency 
weakness, especially with consumption tax due to rise from 5% to 8% in April 2014, and to 10% by 

Drying up: Japan

% of revenue generated in Japan, latest year

Source: Bloomberg 2013.
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October 2015. The government hopes that rising wages will offset these increases, but we expect 
annual income growth to average less than 2% for the next five years. This makes LVMH’s recent 
price hikes a gamble; other luxury firms will watch carefully to see if consumers will swallow such 
increases. 

Firms must also accommodate changing tastes. Luxury consumers in Japan are 15 to 20 years 
older than in China, with more conservative tastes. On the other hand, a high proportion of 
younger buyers with disposable incomes, boosted by living at home are driving more innovative 
practices, such as using social media and smartphones to influence luxury purchase decisions.

MASS APPeAl
In Japan luxury is already a mass-market business, with extensive store networks delivering 
profits but leaving little room for growth. CBRE counted 205 major fashion stores in Tokyo, more 
than any other city in the world apart from Beijing and Shanghai. MF Global, a derivatives broker, 
reports that almost one-half of Japanese women over 20 own a Louis Vuitton handbag.

For that reason, as well as doubts about the market’s future profitability, luxury brands will 
treat Japan cautiously. Instead of boosting investment, they are more likely to cut back on 
unproductive outlets to invest online. That process of cutting back may go further if consumer 
confidence fails to remain strong enough to compensate for the declining value of the yen.

Japan: Households by US$ income band
(’000s of households)

>US$150,000US$50,000-150,000US$25,000-50,000<US$25,000

Source: The Economist Intelligence Unit.
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Potential, potential: India

A
lthough we expect India to become the world’s third-largest retail market by 2015, the 
strong potential of the Indian luxury market will take much longer to reach fruition. 
Rising incomes, a small but growing affluent class and hunger for western brands are 

hampered by low overall wages, with only a small proportion of India’s vast population able to 
afford luxury goods.

Bain estimates that luxury sales in India have tripled since 2005, but the 
$1bn spent in 2012 is dwarfed by other Asian markets, notably China, which 
is 15 times bigger. Nevertheless, India’s long-term potential has attracted 
a number of firms, with AT Kearney India estimating that almost 20 global 
luxury brands have entered the market in the last four years. They can count on 
strong growth, albeit from a low base. Both Bain and AT Kearney forecast the 
Indian luxury market to grow by 20-30% per year for the next five years. 

PlAGued By PROBleMS
Those forecasts were made before India’s retail market suffered a slowdown 
this year. With GDP growth in the year to March 2013 the lowest it has been for 
a decade, the economy is struggling to shake off its structural and regulatory 
burdens. The Reserve Bank of India has cut interest rates three times this year 
to support spending, but the retail slowdown is not expected to bottom out 
until 2014.

Luxury firms also have to deal with poor infrastructure, expensive real 
estate, staff shortages and regulatory bottlenecks. Retail infrastructure is 
a particular problem. India has no luxury shopping districts, so brands are 
largely limited to five-star hotels or premium malls, where supply is limited and 
real estate prices are high.

Taxation is another problem. Duties on luxury products in India can be 
as much as three times those in Europe and twice those in China, at around 
30-40%. This drives many price-conscious Indian luxury consumers to shop 
overseas instead of at home. Companies argue that lower duties would expand 

India forecasts

 2012 2017 2030

Population (m) 1,184.1 1,294.7 1,513.6

GDP per capita (US$) $1,523 $3,360 $9,151

Median household income (US$) $3,750 $7,489 $19,778

Number of over-US$50,000 households (‘000s) 188 2,782 33,281

Number of over-US$150,000 households (‘000s) n/a n/a 2,664

Source: The Economist Intelligence Unit.

Note: n/a indicates number too small estimate as a significant % of population.

Initially, we 
planned to own 
stores in every 
city, but found 
that real estate is 
very expensive. 
Manpower is 
hard to find and 
attrition is high, 
so maintaining 
a high service 
level is difficult. 
Regulations 
are unclear and 
cumbersome. 

Avni Amlani, Dermalogica 
India
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the local market, increasing investment, employment and government revenue. The potential 
is obvious given strong demand for goods that cannot be bought duty-free. Luxury car sales, for 
example, have been booming in recent years, far outpacing the overall car market. 

A MeANINGleSS GIft?
Perhaps the biggest regulatory block on the luxury goods industry, however, is India’s restrictive 
foreign investment rules. Until recently, foreign retailers could only enter the market as part of a 
joint venture with a local player. Several luxury brands, such as LVMH, Hermès and Christian Dior 
took the plunge and entered under these rules. Although the law was liberalised in 2012 to allow 
single-brand retailers to own 100% of their own stores, the conditions—including a requirement 
to source 30% of supplies from small local companies—were onerous. Multi-brand retailers 
face even tougher restrictions in a variety of areas, from sourcing to required infrastructure 
investments. These, combined with legal challenges and continuing popular opposition to foreign 
investment, could hamper opportunities for years to come. 

Early entry through joint ventures have brought big advantages for luxury firms, providing 
better market insight and enabling companies to bypass regulatory hurdles. Using local partners 
has also helped with brand building, recruitment, pay and rental negotiations, and reducing 
break-even levels. 

Indeed, the Indian arms of these ventures are now formidable players in their own right. 
Genesis Luxury Fashion is India’s largest luxury retailer, with 35 stores in five cities and a portfolio 
including Bottega Veneta, Burberry, Etro, Paul Smith, Jimmy Choo and Tumi. It is 25.5% owned 
by LVMH’s private equity arm in Asia, L Capital. Infinite Luxury was founded fewer than two years 
ago, and already has deals with Roberto Cavalli, Missoni and Emilio Pucci. There are a handful of 
others. TSG International is the exclusive licensee for clothing designers Alexander McQueen, 
Diane Von Furstenberg, Stella McCartney, Yves Saint Laurent and others. Reliance Brands, part of 
the Reliance conglomerate, owns 68 stores that host brands such as Ermenegildo Zegna, Paul and 
Shark, and Steve Madden.

India: Households by US$ income band  
(’000s of households)

>US$150,000US$50,000-150,000US$25,000-50,000<US$25,000

Source: The Economist Intelligence Unit.
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Despite these successes, luxury firms getting the hang of India are 
branching into smaller cities on their own. To mitigate infrastructure 
constraints, some—such as Gucci, Zegna or Ferragamo—are offering home 
shopping, home delivery or even private fashion shows. Given the small 
size of the Indian market, it is a marathon rather than a sprint, but the big 
profits will eventually come.

Even if three 
out of seven 
Rolex watches or 
Ferrari cars were 
somehow to be 
made in India, 
Indian consumers 
themselves 
would prefer the 
internationally-
made versions. 

Armando Branchini, 
executive director of the 
Fondazione Altagamma
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T
he focus for luxury companies at the moment may be China, but they are always keeping a 
watchful eye on other potential opportunities in the region. As incomes rise across Asia, 
establishing bases in emerging markets will stand luxury companies in good stead for the 

long term. By 2030 Indonesia will have more households earning over US$50,000 than Hong 
Kong, according to our forecasts. 

INdONeSIA
Ravi Thakran, the head of South Asia, South-east Asia and the Middle East at LVMH, has 

described Indonesia as one of Asia’s big surprises. And Indonesia is not just a market with 
future potential; Indonesians have already become some of the biggest buyers in cities such as 
Singapore, London and Paris. 

Indonesia’s upwardly mobile consumer classes are already generating strong growth in luxury 
demand. In Jakarta, Hermès sales increased by 10% in the first few months of the year, despite a 
price tag of up to US$50,000 for some handbags. Kering’s luxury division says it is seeing double-

The next wave: Smaller Asian markets

Indonesia

 2012 2017 2030

Population (m) 243 260.6 288.7

GDP per capita (US$) $3,537 $5,920 $13,770

Median household income (US$) $3,635 $6,097 $14,539

Number of over-US$50,000 households (‘000s) 43 271 2,508

Number of over-US$150,000 households (‘000s) n/a n/a 155

Source: The Economist Intelligence Unit.

Note: n/a indicates number too small estimate as a significant % of population.

Asia: Retail sales growth  
(Real growth, %)

Source: The Economist Intelligence Unit.
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digit sales growth at its Indonesian franchise stores. Sales of luxury cars are soaring, despite 
government efforts to reduce fuel subsidies. McClaren expects to sell 20 of its cars, which cost 
upwards of US$670,000 each, per year, and there is currently a six-month waiting list for million-
dollar Lamborghinis. 

However, there are practical barriers to luxury firms. Foreign ownership in retail is limited 
to large-scale operations, such as department stores with a floor area of more than 400 square 
metres. Partnership agreements with local firms can be used to overcome this, but many 
international brands object to the loss of quality control. Taxes are also onerous, with corporate 
taxes deterring investment, while import taxes make the market hard to supply from abroad. More 
fundamental is the shallowness of the market. Annual personal disposable income (PDI) per head, 
of US$1,150, is around one-third that of China. Despite strong growth we forecast this to reach 
just US$6,500 by 2030, compared with over US$17,000 in China. 

MAlAySIA
If the Indonesian market is all about potential, Malaysia’s is already taking off. Luxury goods sales 
reached close to €1bn in 2012, according to Bain, compared with Indonesia’s €0.6bn, even though 
Malaysia has a population just one-tenth of the size. Malaysia is much richer, of course: it already 
has over 40,000 households with annual incomes of over US$150,000, and that number is set to 
rise to nearly 1m by 2030. 

Indonesia: Households by US$ income band  
(’000s of households)

Source: The Economist Intelligence Unit.
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Malaysia forecasts

 2012 2017 2030

Population (m) 28.6 31.3 37.6

GDP per capita (US$) $10,387 $15,428 $41,633

Median household income (US$) $14,114 $19,704 $53,765

Number of over-US$50,000 households (‘000s) 421 866 4,273

Number of over-US$150,000 households (‘000s) 44 96 871

Source: The Economist Intelligence Unit.
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Malaysia also attracts plenty of well-heeled tourists from Asia, Europe and the US: 25m in 2012, 
around one-half of them from Singapore. The Ministry of Tourism is targeting 36m visitors by 
2020. Accordingly, in 2012, it launched a new tourism brand called “Luxury Malaysia”, promoting 
the country as a duty-free shopping destination for luxury goods. 

One of the country’s major attractions is that it waives import duties on a range of luxury goods, 
unlike most of its Asian neighbours. From the start of 2011, for example, the government waived 
import duties on about 300 luxury goods. In response, some 29 luxury brands reduced their retail 
prices by an average of 20% to encourage even greater demand.

But domestic demand is also likely to boost luxury sales over the coming years. In 2013 the 
Forbes rich list estimated that the 40 richest people in Malaysia, including 14 billionaries, 
commanded a fortune of almost US$71bn. 

tHAIlANd
Luxury has had a bad press in Thailand in recent months, after photos emerged of monks living 

the high life on private jets. The government is also seeking to clamp down on illegal imports of 
luxury cars, as their buyers seek to avoid import duties of 200-300%. The Department of Special 
Investigation reported that the practice was costing the government around Bt20bn (US$650m) a 
year in tax revenue.

Whether all this will have a long-term impact on the country’s luxury market is not yet clear. In 

Thailand forecasts

 2012 2017 2030

Population (m) 67.6 71.2 71.9

GDP per capita (US$) $5,319 $8,106 $24,106

Median household income (US$) $6,342 $8,746 $24,798

Number of over-US$50,000 households (‘000s) 215 468 4,006

Number of over-US$150,000 households (‘000s) 12 12 441

Source: The Economist Intelligence Unit.

Malaysia: Households by US$ income band
(’000s of households)
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Source: The Economist Intelligence Unit.
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all likelihood, as in China, it will lead to some suspicion of conspicuous consumption but no real 
dent in demand. Thailand’s fundamentals remain on the side of luxury brands, with the number of 
households with incomes of over US$50,000 set to top 4m by 2030. 

Thailand is also a popular tourism destination, with visitor numbers increasing by 16% in 
2012, to 22.4m. Chinese arrivals are growing particularly strongly, up by 62% in 2012, to 2.8m, 
plus nearly 1m more visitors from Hong Kong and Taiwan. Despite local complaints of the country 
being overrun, the Tourism Authority of Thailand is keen to encourage tourism by relaxing visa 
regulations and stepping up marketing. 

Retail sales are expected to rise by a solid 6% a year over the next five years, and visitor 
spending will be an important part of that growth. But local companies are pushing for more 
government support. In January a luxury conglomerate, The Central Group, called on the 
government to slash import taxes on luxury goods, which currently stand at around 30%. The 
company believes that cutting this could lift domestic sales by Bt4bn (US$130m).

Another factor that hampers the Thai market for luxury goods is the prevalence of 
counterfeiting and cheap fakes. Granted, this has driven a retail tourism industry of its own, 
with western backpackers flocking to Thai markets to stock up. But in 2013 the US government 
recommended that Thailand be placed on its trade “Watch List” for its lax enforcement. The Thai 
government is fighting back, dubbing 2013 the “Year of IP Protection”.

Despite these issues, investors see opportunities. Thailand’s largest retailer, CRC, acquired 
an Italian luxury department store, la Rinascente, in 2011 for around US$350m and now plans 
to double its sales through a combination of acquisitions and new store openings. As part of its 
Asia strategy, CRC aims to open a luxury department store in Jakarta in 2014 and is considering 
investment in Myanmar and Vietnam. 

VIetNAM
Of the four markets we highlight as ones to watch, Vietnam is the poorest. Median household 
income was just US$1,698 in 2012, although this is expected to rise to US$11,795.

Thailand: Households by US$ income band
(’000s of households)
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Source: The Economist Intelligence Unit.
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Vietnam forecasts

 2012 2017 2030

Population (m) 87.8 93.9 102.8

GDP per capita (US$) $1,640 $2,656 $9,360

Median household income (US$) $1,698 $2,409 $11,795

Source: The Economist Intelligence Unit.

Vietnam’s fast-growing retail market—expected to average real growth of 7.6% a year over 
the next five years—has also fuelled the development of a small, but promising, luxury segment. 
Although the Vietnamese historically take a dim view of displays of wealth, the country’s elite 
now want to display their status through purchases. Beyond the rich, there are a large number 
of young professionals living with their parents and retaining high disposable incomes. This 
has helped to turn the capital, Hanoi, into the 14th most active retail development market 
in the world, according to the CBRE, with 11 malls under construction. Major international 
brands already present include Louis Vuitton, Gucci, Cartier, Piaget, Rolex and Prada. Salvatore 
Ferragamo has five stores in Vietnam. 

Tourists will also contribute to Vietnam’s luxury market. In 2010 Vietnam imported about 
US$10bn worth of luxury goods, mostly destined for the large number of wealthy tourists who visit 
the country each year. Indeed, the most developed luxury sector in Vietnam is hospitality, with 
all the major international players present, including Six Senses and Aman Resorts. Major luxury 
hotel chains, such as Sofitel, Park Hyatt and InterContinental, are present in Hanoi and Ho Chi 
Minh City.
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