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Welcome to the new quarterly issue of Luxury Insights China, adapted to take into 
account the changing dynamics of the luxury sector in China. With changing consumer 
attitudes have come changing brand strategies that include fewer store openings and 
greater efficiencies in store, more focus on VIP service and experience and less of 
brands wanting to be all things to all people.

In this issue we take a look at activity in the market over the past three months, our city 
report is about the huge municipality of Chongqing that is often seen as just a city, and 
a review of the changing mall environment and what is driving the reshaping of the 
shopping experience. Our most recent Tan Lun discusses the devaluation of the RMB 
and the decrease of interest rates that caused stock markets the world over to wobble 
for a few days. Should we all be worried and have all the wealthy Chinese consumers 
just evaporated?

The last six months for the market here have been about adaptation to new consumer 
thinking and behaviour, some brands have been quick to respond while others have 
acted like rabbits caught in headlights and frozen, not knowing which way to jump. Are 
we out of the woods? Possibly, but the Chinese luxury consumer will always be fickle 
and hard to read and manage. Accept this fact and things become calmer and you 
realise that watching and listening is the best and only way to make progress in this 
market.

Enjoy the read.

Tom McLean
Editor

Introduction



2 LUXURY INSIGHTS CHINA
TM

I had an interesting conversation recently about luxury, or to be precise the definition of luxury. 
The challenge being that, depending where you stand and look at it, 'luxury' can mean different 
things to different people, particularly to those from different cultural or experience backgrounds. 
Of course, we should also not forget that the word luxury has become more commonly used in 
recent years and has been attached to products and services that to a purist could never be 
luxury.

The purpose of saying a few words on this subject is because in China meanings and 
interpretations that are commonplace and easily accepted elsewhere in the world, do not have 
the same definition here. So when we talk about the luxury market in China and luxury products 
that consumers are willing to buy, the range is wide and the choice of brand names significant. 
Over the past five years, we have seen brands that are no more than premium in status, come to 
China and take up a luxury position in the market. 

The descriptor 'affordable luxury' was proffered by Coach to add status to its products and it 
worked very well and has subsequently been adopted by many other mid-range brands as they 
arrived on these shores. Provided a brand commenced its introduction to the Chinese consumer 
by defining their product as affordable luxury and repeated this for some time, then they became 
a'luxury'brand. There was at on time a clear definition of a luxury mall in the consumers mind as 
a cathedral full of super premium and premium brands such as Plaza 66 in Shanghai, but now 
this church has become broader, and accepts demonetisations from lower luxury orders such 
as entry and affordable luxury brands.

The Chinese are the number two buyers of luxury in the world, and possibly as the church of 
luxury opens its arms to accept more junior members of its flock in order to satisfy, and tap into 
the greatly increased urban population, it will continue to expand far more than countries with 
a long heritage in this area. The important point for those who do not work and live in China is 
to understand that luxury here is not the same as luxury elsewhere, but because of its broad 
appeal, a growing consumer base and the element of status it brings, 'luxury' is a way of life and 
not just about quality and attention to detail in a physcal product.
 

Ken Grant

Ken is the publisher of Luxury Insights China, he is regularly asked for 
his comments and opinions of the luxury sector in China by the media, 
and speaks at conferences on the subject. His international marketing 
experience covers 25 years, and most territories of the world. You can 
read his regular blog about the luxury market in China at 

http://www.fdkginsight.com/our-blog/ 

Publisher's 
opinion
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Quarterly
Business Review
Who do price adjustments really 
attract?

Comparing prices and purchasing discounted 
products that are not available elsewhere are two 
fundamental characters of the Chinese consumer, 
which is why purchasing overseas and in particular in 
luxury outlets is so popular among them. Recent price 
adjustments by luxury brands in China began with 
Chanel in April. Of the discounting brands, Chanel 
and Gucci are doubtlessly the two biggest names; 
the first one reduced its prices for the first time ever, 
and the second offered as much as 50% discount on 
some products even in its major stores. These recent 
discounts appear to the Chinese consumer a little like 
bringing the overseas outlet store to China and are 
definitely a reason to spend locally. 

Ms. Song, a consumer in Jinan said that she had 
been asked to purchase a bag for a friend who lives 
in a city that does not have a Gucci store: “My friend 
had heard there was a sale, and asked me to buy 
a bag for her.” But when asked about buying for 
herself in the sale Ms. Song said her Gucci bag had 
actually been purchased abroad, and the reason why 
she didn't also buy one this time was that she hadn't 
found one she liked. So the price wasn't the driving 
force for her.

Another consumer, a 28-year-old follower of fashion 
Ms. Liu, told us that her friends weren't very excited 
about the sale because they know discount during 
the sale season abroad is higher than that in China. “In 
addition there are many more choices in overseas 
stores,” the price of her own Burberry bag which she 
bought outside of China was only 4,000 RMB after 
discount; the same bag could never be found at this 
price anywhere in China.

This type of contradictory reaction demonstrates the 
two different attitudes of Chinese consumers; the first 
are very price-sensitive entry level consumers from T2 
and T3 cities who are waiting for a chance to travel 
abroad during which they will shop; and the second 
from T1 cities are also price-sensitive but have 
greater access to the products abroad so these large 
price reductions are not of immediate interest to them 
as they can wait to shop at another time.

Tiffany increases its price in China 
and the U.S by 10%.

When most other brands decreased their prices in 
the Chinese market, Tiffany surprisingly announced 
a price increase of 10% in both China and the U.S. 
on August 26th. We await announcements from other 
brands as they react to the recent RMB devaluation.

Relocation of luxury; Japan may 
replace Hong Kong

On Aug. 6th, the Japanese media reported that luxury 
stores are moving back to Japan, as the opening 
of first floor luxury stores in Ginza peaked in 2014. 
The anti-corruption policies in mainland China, and 
democratic protests in Hong Kong have caused Japan 
to again become popular among Chinese travelers, 
and the growing number of wealthy Japanese 
consumers who between them shifted the eyes back to 
purchasing luxury brands back in Japan. The number 
of families with over 100 million JPY increased to 1.01 
million in 2013, and brought the Japanese market back 
onto the radar of luxury brands such as Versace, who 
left Japan in 2009 and will soon open a large store in 
Ginza. 

Influenced by the protest in Hong Kong and several 
incidents between Hong Kong protesters and 
Mainland China travellers, the Chinese consumers who 
have purchased 46% of the world's luxury products 
in the past, have now shifted their interest. According 
to National Tourism Administration, Chinese outbound 
tourists grew to over 100 million in 2014. Although 70% 
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of their travel destinations still included Hong Kong 
and Macau, South Korea and Japan which both saw 
an increase in visitors of over 40%.

Luxury brand 'crossover'; what does it 
mean to the Chinese?

On August 3rd, China's first Gucci crossover 
restaurant '1921 Gucci' opened in the Shanghai 
iAPM. Initially the 600 m2 restaurant was one of the 
hottest dining locations in the city, but soon reactions 
from customers became mixed. One question asked 
regularly was 'except from the logo on the front door 
and on the napkins, what else is related to the brand?'

The fever for the new Gucci restaurant didn't last 
long. At one time there was a 2-hour waiting time and 
it was claimed that a reservation should be made 
one month in advance. However, consumers claimed 
that what is provided in terms of environment, food 
and service is common, and that they can feel few 
Gucci elements or “luxury” within the experience. 
On dianping.com, a lifestyle social network where 
Chinese netizens comment and grade shops and 
restaurant, '1921 Gucci' only received 3 stars. Good 
comments are made on its quality, while others talk 
disappointingly about food to service. 

Consumers wrote online: “Although I was told that 
reservations are full until 20th of August, why are 
there some tables unoccupied during my visit? And 
the waitress's attitude differed between tables.” 
“It's not like Vivienne Westwood where the logo is 
everywhere. If you want to take a photo, the chef 
won't agree to create a Gucci logo on the plate, so 

don't bother!” “The food was okay, it's like a quality 
Italian restaurant. But if you want to tell it apart from 
other international restaurant, maybe the napkin is the 
only indicator?” 

Opening a high-end restaurant in Shanghai clearly 
requires more to be offered, consumers have so many 
choices, and many better than a regular international 
restaurant named after a luxury brand. Of course, 
there are still many consumers willing to go and try 
the restaurant despite the negative comments online, 
and we will have to wait and see what will happen 
after the novelty affect fades away.

As selling commodities becomes difficult for luxury 
brands, turning to sell lifestyle products has become a 
trend that almost all brands are following, particularly 
crossing over into Food & Beverage.

Quarterly
Business Review

Brand Business Location

Gucci Restaurant/Cafe Shanghai, Ginza, Florence

Ralph Lauren “Polo Bar” Restaurant New York

Hermes Cafe Seoul, Ginza

Armani Cafe Cannes

Burberry Cafe Cannes, London

LV Invest Cantonese restaurant Hong Kong

Prada purchased 80% share of Dessert shop, Milano

Chanel French restaurant Ginza

Vivienne Westwood Cafe K11 Shanghai

Dunhill Restaurant Beijing

D&G restaurant Milano

Shanghai Tang Cafe Shanghai

Gucci Restaurant, Shanghai
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City Report
Chongqing
In a country as large as China with such a huge population, there are hundreds of 
cities, each with millions of citizens, many of the names of which will be new to you. 
Our city report section aims to present the status quo and market conditions of some 
of these cities using quantitative and qualitative data, just reading the numbers may 
not help you understand the city or the consumers without expert interpretation. With 
the slowing of expansion among luxury brands, understanding the consumers and 
their changing expectations now become very important. Therefore understanding 
the consumer means understanding the city.

The numbers

As the youngest municipality in China, Chongqing 
shows great potential to catch up with super cities 
like Shanghai and Beijing. Although its GDP was 
ranked 6th in China in 2014 after Shanghai, Beijing, 
Guangzhou, Shenzhen and Tianjin, its growth rate is 
the highest at 11%. Among all the four directly 

controlled municipalities (Shanghai, Beijing, Tianjin, 
Chongqing), Chongqing is the largest, covering 
82,373 km2 essentially equating to a province. It also 
has an equally large population of 29 million, bigger 
than many countries of the world.

Source: National Bureau of Statistics of China

City
2014 GDP

(billion)
Size

(km²)
Population

(million)
2014 retail sales of consumer 

goods (billion)

Shanghai Municipality 2356.094 6340.5 24.26 930.35

Beijing Municipality 2133.083 16411 21.52 963.8

Guangzhou Tier 1 1670.687 7434 13.08 769.79

Shenzhen Tier 1 1600.198 1996.85 10.77 484.4

Tianjin Municipality 1572.247 11946.88 15.17 473.87

Chongqing Municipality 1426.54 82373 29.91 509.62

Chengdu Tier 1.5 1005.66 12390 14.43 446.89
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Nine core districts sit at the center of Chongqing, 88% 
of which are urbanized and cover 5473 km2; within 
them sit the major business circles.  In 2007, the 
local municipal government introduced its “1 hour 
economic ring” plan, initially to focus on developing 
the areas that are within one hour's travel of the outer 
ring road of the city. The two distinct areas are those 
in which the citizens of the middle class and upward 
are expected to live in the coming years.

Compared to Chengdu, the neighboring city with 
a similar culture that is currently the third largest 
for luxury consumption in China, the region within 
the 1-hour economic ring in Chongqing actually 
performs better in terms of GDP and its consumers 
are catching up with those in Chengdu in terms of 
knowledge. Those who live in the 9 core districts have 
also already surpassed their neighbours in terms of 
per capita retail sales of consumer goods. By using 
these administrative divisions, we can see that the 
core districts of Chongqing are where the greater 
consumption currently takes place, while the 1-hour 
economic ring generates greater GDP overall. 

The luxury mall landscape

Existing business circles

Currently there are three business circles in 
Chongqing where luxury shopping malls are located: 
Jiefangbei, Guangyinqiao and Yangjiaping. The 

developments in the first two are more traditional 
in design and function, and do not meet with the 
developing consumer needs in terms of facilities 
and shopping choices. As the trend of building one-
stop shopping destination grows across China, the 
only mall currently up to this standard is the MixCity 
located in Yangjiaping. However, given its location, 
quality of footfall and limited brand presence, there 
currently is a void between the mall and mainstream 
luxuryconsumers.

Fierce competition to follow

Compared with the existing shopping malls, those 
developments that will open in the coming few years 
are likely to alter the market. For example, IFS, which 
is being built by Wharf Holdings claims that the new 
development will be a perfect replica of their Harbour 
City mall in Hong Kong. IFS will be at the center of a 
new business circle and planned sub financial center 
of Chongqing: Jiangbeizui.

Raffles City Chongqing will open in 2018, and is the 
first high-end shopping mall in mainland city from 
the developer who has successfully built multiple 
mid-range malls all over China previously. This new 
development sits in Chaotianmen, similar in terms of 
its importance as Central in Hong Kong.

The new shopping malls will definitely upgrade the 
luxury experience of the city and greatly increase the 
luxury sales space available to premium brands. Even 

Luxury market
in Chongqing

Geography
(km2)

Resident 
Population

(million)

GDP
(billion)

Retail sales of 
consumer goods 

2013 (billion)

Per capita 
retail sales of 

consumer goods
Urbanization

Chongqing 
9 core districts

5473 8.19 628.9 247.38 30596 88%

Chongqing
1-hr economic ring

28673 18.98 1100.7 370.33 19798 70%

Chongqing total 82373 29.91 1426.5 459.98 15553 60%

Chengdu 12390 14.43 1005.7 375.29 28397 70%

At first sight, the economic achievements of 
Chongqing do catch the eye. However, once the 
huge population is taken into account, the average 
data is not comparable with other municipalities. This 
problem resembles that of China as a whole: its total 
economic volume is among the worlds highest, but 
the per capita index reflects the truth that it's still a 
developing country. Nevertheless, given the nature that 

Chongqing is as big as a province, some of its districts 
could actually be considered as a “city” elsewhere 
in China. By narrowing down to administrative division 
level can help us to better understand those citizens 
of specific areas who are already as mature as their 
counterparts in more developed coastal cities and 
where the business focus should be.
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though they may outperform the old developments 
on paper by nature of their new build and huge size, 
there will still be fierce competition between them 
as they fight for brands and of course, consumers. 
The opening of IFS next year will create a totally new 
shopping mall landscape and we await the market 
reaction.

The Chongqing luxury consumer 
In what may be considered a rural location like 
Chongqing, one may imagine a super-rich local 

consumer could possibly fit the image that local 
people describe as Hao on the Chinese internet. 
The name combines two characters that mean 'no 
taste' and 'rich'. These people are considered to 
have quickly gained wealth in developing cities like 
those inland, have no experience of good service or 
learning good manners; leading to the impression that 
they ignorant and less exposed to quality brands and 
service than their coastal counterparts. However, our 
2015 research would indicate otherwise.

Chloe is a 30-year-old junior level employee of 

City Report 
Chongqing
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City Report 
Chongqing

a privately owned insurance company based in 
Chongqing. “The reason I know that I spent 300,000 
RMB on luxury last year is that other than the money I 
gave to my parents and my daily outgoings I actually 
have nothing else to spend such a large amount 
of money on. I don't need to pay a loan, I didn't 
purchase a car, so where could I spend all the rest of 
my money? All that is left are luxury bags, clothes and 
these sorts of things,” said the lady with short hair 
wearing navy blue smart casual clothing sitting in a 
local hot pot restaurant with Chanel studs in her ears 
and a Celine bag on a bench beside her.

Let's not assume that Chloe is a HAO as described 
on the internet so easily. She actually has quite a 
lot shopping and dining experiences in high-end 
locations in cities like Shanghai and Beijing, given 
that she is a frequent traveller for both business and 
personal purposes. We should also not ignore that the 
younger generation of Chinese from inland cities have 
much more access to information and the means to 
purchase luxury. They accumulate knowledge via 
travel and always have contacts abroad given the 
huge number of Chinese students sent to study and 
work overseas. 

Those like Chloe find a price difference as high 
as 4,000 RMB acceptable when comparing local 
prices with those overseas, and although purchasing 
luxury locally is affordable for them, they choose 
not to buy because of the available product choice 
unsatisfactory. Their journeys outside of Chongqing 
make them realize the differences between their 
own luxury stores and those in other cities, and has 
educated them that service is also an important part 
of the money they pay for luxury products.

“I will ask a friend to bring back a Chanel 2.55 bag 
from Europe or Hong Kong this year. If we purchase 

in Chongqing, the delay in delivery to me may be 
longer than doing this. As I have friends overseas, 
it's always easy to do so. The choices are much 
wider abroad in terms of leather and colour, and 
after travelling to other cities several times, I have 
realized there are not many shops and restaurants in 
Chongqing that are up to international standards.” 
On the subject of locals only eating hotpot and spicy 
foods Chloe strongly disagreed, “I have been to 
many good restaurants in other cities, I know what 
different cuisines taste like. When we are looking for 
Japanese food in Chongqing, we seriously mean 
Japanese, not 'spicy Japanese'.”

To reinforce these facts consumer, we quote Chloe's 
friends who joined the hot pot meal a little later. The 
well-dressed ladies and casually dressed gentlemen 
are also experienced luxury consumers and frequent 
travelers: “For important occasions or treats for 
visiting friends, we do find there is a gap in the luxury 
market that needs to be filled. But for ourselves, the 
nightlife in hot pot or barbeque restaurants are also 
our life and our culture; it's actually the most relaxed 
time of us.” Contrary to their dissatisfaction with 
shopping and restaurant choices in Chongqing, these 
people appear to really enjoy the un-branded hot pot 
establishment as much as a high end restaurant. 

Chongqing is maturing rapidly as an economic centre 
and its share of GDP is now in the top six in China. 
It has a large group of wealthy consumers whose 
demands and expectation of luxury service and 
shopping options have not yet been met, but these 
people are also open minded, experimental and love 
their local culture, something that luxury brands need 
to tap into.
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The key players
The China Real Estate Association, China Real Estate 
Research Association and The China Real Estate 
Appraisal jointly announced their findings in the report 
entitled 'Appraisal of 2014, Top 500 Real Estate 
Developers in China'. In the report, the top foreign 
developers in China were ranked, the top 10 of 
which come from Hong Kong and Singapore. Unlike 
developers from the west that focus on investment, 
Hong Kong and Singaporean developers bid for 
land and establish the buildings themselves, as they 
understand the Chinese way of operation better and 
have more advantages when communicating with the 
local governments. These developers were:

Duplicating the success of Hong Kong 
malls
The entrance of any luxury brand into a Chinese city 
is determined not only by its strategic plan for market 
expansion, but also by location and availability of 
space that fit the brand image and expectation in 
terms of footfall etc. In many cases, luxury brands 
have directly followed the opening of new high-end 
malls, however in the current market, their choices 
have become greater than in the past, and the 
developer now has to work harder to attract and 
secure them. Local Chinese developers have their 
own model of operation that differs from those from 
Hong Kong and Singapore that are now taking their 
successful international operational formats and 
directly replicating them here in China. The following 
are examples of successful duplication by Hong 
Kong developers.

International Finance Square (IFS)

Original development: Harbour City

Developer: Wharf Holdings

Planned cities: Chengdu, Wuxi, Chongqing, Suzhou 

Sector Focus
The changing face of 
the retail experience 
in China
The rapidly developing luxury market in China is principally driven by consumer 
attitudes and expectations changing at a dramatic pace, as a result of their 
increased exposure to the international market as they travel and shop abroad. 
These new expectations, have led in recent years to the entire shopping experience 
changing and malls becoming destinations and not just places to find luxury stores. 
So who are the developers leading the charge and what are they offering?  

No. Developer Location

1 RK Properties HK

2 Wharf Holdings HK

3 Hutchison Whampoa Limited HK

4 New World China Land HK

5 Shui On Land HK

6 Yandlord Land SG

7 Sun Hung Kai Properties HK

8
Henderson Land Development Company 
Limited

HK

9 CapitaLand SG

10 Keppel Land China SG
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Sector Focus

and Changsha

Wharf Holdings operates one of the most popular 
shopping destinations in the world; Harbour City 
in Hong Kong. In 2014, the turnover of Harbour 
City reached HKD 35 billion (USD 4.5 billion as per 
exchange rate of 31st December 2014) with HKD 5.67 
billion gross revenue (USD 730 million). Its LV and 
Chanel stores are always no.1 globally for the brands. 
Wharf Holdings plans to build five duplicates of 
Harbour City in Chengdu, Wuxi, Chongqing, Suzhou 
and Changsha. Other than those in Wuxi and Suzhou, 
all complexes will include shopping malls, residential 
and office buildings. The big question is whether the 
duplicate copies will actually work in tier 1.5 and tier 2 
cities bearing in mind the relatively less experienced 
consumers? 

In January 2014, the first copy of Harbour City, The 
Chengdu International Finance Square (CD IFS), 
opened. With potentially a better start than might 
have been expected, the turnover reached 2.1 billion 
RMB (USD 343 million) during the first year. “This is 
only the first IFS. For now, it's performing beyond our 
expectations” according to the CDIFS manager Siu 
Yau Shung. 

In mirroring Harbour City, CDIFS strictly copied the 
original business format of 80% retail, 15% Food & 
Beverage and 5% entertainment, unlike the traditional 
ratio used in the mainland of 5:3:2. The mall also 
established the image and positioning of delivering 
the greatest number of luxury brands in the city just 
like that of the original Harbour City, and by bringing 
90 brands that have either made their debut in 
mainland China or in the south-west region.

Naturally, the cooperation between CDIFS and the 
luxury brands originated from Harbour City and the 
history and long-term relationships in Hong Kong. 
The reputation of Wharf Holdings helped to extend 
relationships with the premium brands and into 
these new cities. The result; some premium brands' 
achieved top three sales nationwide, and some even 
became the top store in China. 

According to the CEO of Wharf, all the five IFS 
developments will be open by the end of 2017. 
There will be in total of 2 million square meters of 
construction area, with 24% allocated as retail space 
and 59% as office buildings.

ICC (APM)

Original development: International Commerce Center 
(ICC), with APM as its shopping mall

Developer: Sun Hung Kai Properties.

Planned cities: Beijing, Shanghai, Nanjing, Chengdu

Other than the Beijing APM which was a renovated 
department store, the Shanghai iAPM and Nanjing 
APM are both part of the newly developed complex 
project called International Commerce Center（ICC). 
The original ICC was a 484m tall building standing 
in West Kowloon, Hong Kong. Surpassing the 
International Financial Center (IFC), the new ICC is the 
tallest building of Hong Kong. As the shopping mall of 
ICC, APM had a HKD 3.5 billion (USD 451 million as 
per exchange rate on 31st December 2013) turnover 
in 2013, with HKD 400 million (USD 51 million) in 
rental income. APM was built to provide an iconic 
shopping experience based around the concept 
'shop till midnight' to fill in the blank of nightlife, hence 
the meaning of its name: the combination of am and 
pm. Now the same model has been duplicated in 
Bejing, Shanghai and Nanjing.

Although the number of high-end brands of APM 
is not as many as IFS, APM delivers a different 
shopping experience and lifestyle, still positioning 
itself as high-class and fashionable, which has been 
embraced by consumers. After an upgrade to the 
business format and the addition of a series of user-
friendly facilities and services, it turned over 2 billion 
RMB (326 million USD) in 2014, achieving a daily 
footfall of 180,000 during the National Holiday period. 
The Shanghai iAPM is located in Huaihai Road, one 
of the oldest business circles in the city that is full of 
office buildings and department stores but lacked 
fashionable stores and food options. The opening of 
the development upgraded the entire business area, 
making this end of Huaihai Rd. a popular destination 
among not only working people but also youngsters. 
Its turnover reached approximately 1.2 billion RMB 
(196 million USD) last year. 

A further ICC will be developed by Sun Hung Kai 
in cooperation with another two of Hong Kong's 
biggest developers: Wharf Holdings and Henderson 
Land Development. A new phenomenon whereby 
rival developers cooperate in building one project 
together, to reduce the risk associated with the 
uncertainty of the Chinese real estate market. 
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K11

Original development: K11 Hong Kong

Developer: New World Develpment Company Limited

Planned cities: In total 19 cities, so far cities 
announced are Beijing, Shenyang, Wuhan, 
Guangzhou, Hainan, Tianjin, Qingdao, Guiyang.

The Shanghai K11 was regarded as a 'dark horse' 
in China's shopping mall landscape. Covering a 
mere 35,500 m2, K11 has so far outshined others by 
providing a unique art-focused shopping experience. 
In 2014, it even exhibited masterpieces of Monet, 
causing the footfall to peak to 1,000,000 during the 
four-month exhibition doubling and even tripling, the 
first floor rent. 

The original Hong Kong K11 was renovated from an 
ordinary shopping mall in 2009. In the first year after 
renovation, it tripled the turnover of the previous one. 
This 38,000 m2 shopping mall successfully integrated 
art, humanity and nature into the retail environment 
and became a destination that differentiated itself 
from most of the malls in Hong Kong that purely 
provide space for retail business. 
 
In 2013, taking similar space in the New World Tower 
on Huaihai Rd. Shanghai, the heir of New World 
Group opened the second K11. Being the neighbour 
of landmark luxury stores and department stores, 
Shanghai K11 reformed people's understanding of 
the shopping experience and how art can be used 
in commercial space. The CEO of the group regards 
K11 as a 'shopping museum'. 

Innovation in malls is not only driven by greater like-
for-like competition, and the fact that online shopping 
is taking a greater share of the consumers cash 
leading to the only real solution for mall operators 
which is to provide a unique and differentiated 
shopping experience. 

On the increasingly brutal retail battle ground of 
mainland China, these three developers clearly 
differentiate themselves from others and generate 
consumer interest to visit and shop. The business 
models that work in Hong Kong also appear to work 
in Mainland Chinese cities. Their precise positioning 
and utilization of their relationships with brands back 
in Hong Kong also add up their attractiveness as 
a destination amongst the array of malls bidding 
for the business of luxury brands. As importantly, 
they can become a measure of wealth of the local 
consumers as can be seen by looking at the luxury-
car-showroom-like parking space below.

These Hong Kong developers' are not however, 
immune to the common problem of Mainland Chinese 
consumers purchasing overseas, having been the 
biggest issue for luxury brands to solve for the last 
few years. It's just that Hong Kong developers appear 
to understand well the importance an attractive 
destination to consumers and that it is all about the 
retail experience. And so they continue to maintain 
and perfect it.

The changing face of 
the shopping experience in China

ICC, Hong Kong
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Tan lun
Government 
intervention in a 
market economy

The Chinese consumer is a fickle thing at the best of 
times; sometimes cautious, yet with a herd instinct 
that overrides individual considerations if it is strong 
enough. This unpredictability has been the challenge 
for senior staff of luxury brands operating in China 
over the past few years and it has led to many 
changes in strategy and a need for more flexible 
operations than previously established.

So the latest actions of the Chinese government 
to devalue the RMB and lower interest rates as a 
means to counter slower than expected economic 
growth which then set the worlds stock markets into 
a shallow nose dive for a while, will have caused the 
same senior executives to feel that their troubles had 
gone from bad to worse in a country that at one time 
was proffered as 'the holy grail of luxury'. Will Chinese 
consumers stop buying luxury products completely? 
Will products sold in Europe or the USA lose the price 
advantage they have and therefore sales will be hit, 
and will this mean that the Chinese luxury consumer 
now buys at home? All these questions will be asked, 
but how will they be clearly answered?

If we consider the devaluation of the RMB, which on 
the face of it gives an impression of a major loss but 
was in fact relatively small percentage in real terms to 
a consumer they may not see any immediate effect on 
typical product pricing. However, the psychological 
affect on the Chinese people that may well cause 
the actual decrease in value to be mentally inflated 
and perceived as a big issue. The 'group think' 
effect presents what might be major challenges or 
opportunities, if it can be harnessed correctly, so will 
luxury brands see it as just another painful issue or 
spin it in their favour?

Taking a big picture view from the perspective of the 

Chinese consumer initially, we know that they are 
very aware that the economy has been slowing for 
the past 18 months, but contrary to the views of the 
foreign media, this hasn't meant that they have closed 
their wallets completely and have not been spending; 
on the contrary, they have spent wisely and in high 
volumes overseas because they can combine a 
luxury lifestyle experience with savings on purchases. 
Their experience does then raise the question “if 
they cannot make as much of a saving will they stop 
buying overseas?”

Unfortunately there is not a single answer to this 
straightforward question, because we are talking 
about China. The upper middle class, affluent and 
wealthy Chinese consumer travel for pleasure and 
business regularly and this isn't going to stop. Their 
purchasing is related to both emotion and personal 
status; some will less sensitive to spending money 
than others, but all love a bargain as much as anyone 
else. These people are relatively knowledgeable 
about luxury from the classic brands to those that are 
now on their radar, they also know that their choice 
of luxury is greater outside of China than within, so it 
is unlikely that sales to this group will be dramatically 
affected. 

If we consider the middle class consumer, those 
who can afford to spend a relatively small amount 
on luxury will now be considering their choices; can 
they afford to travel overseas and if so, can they 
afford luxury items if they do? For them is may be 
necessary to priorities; to travel and not buy luxury or 
to stay in China and buy a luxury item locally now that 
price differences may be smaller. This mass-market 
thinking could reduce the luxury sales internationally 
and increase them domestically, but and this is 
the unpredictable element of the question, these 



consumers may chose to do neither and just save 
their money until the economy picks up.

Chloe: female from the financial industry, 
30,000-50,000 RMB monthly income, single, 
30 years old, 

The currency depreciation has had great impact 
on my own industry, the reduction of interest 
rates, reserve requirement ratios and the stock 
market do to. Now my decision whether and 
where to purchase luxury products depends on 
my expected income and commision.

4S car store owner: male aged 42，income 
50,000-100,000 RMB per month

My friends and I share the same feeling that 
the economy now is quite bad, not until the 
end of the year or 1st quarter of next year 
will it recover. In addition to the stock market 
conditions recently, we lack confidence and 
a desire to consume. These greatly influence 
us and we are very cautious when making 
purchases now.

The challenge for every luxury brand at this 
moment is to try and second-guess the Chinese 
consumer. They have been spooked by the 
governments actions and in typical form, we can 
expect them to all over-react for a while until they 
feel things are OK. Creating price parity between 
China and the rest of the world may help increase 
domestic sales and compensate for lower 
international sales, but the majority of consumers 
will just take a cautious view on purchases, so 
brands take notice. It is just another example that 
playing in this market will be full of highs and lows, 
but will never be boring!

Tan lun
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www.luxuryinsightschina.com
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facts, valuable opinion and market insight.
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