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At a Glance

P In 2024, the Chinese mainland luxury market experienced a significant decline of 18%-20%,
reverting to 2020 levels due to low consumer confidence and increased overseas spending.
In many ways, this downturn marks the end of the Covid-19 artificial boost on the China luxury
goods market as global tourism continues to recover.

P In this context, all luxury categories have underperformed, with beauty doing better and watches
and jewelry performing worse. As a result, only a very small number of brands enjoyed growth
in China in 2024.

P Hainan has seen an important decline in both traffic and sales while overseas spending has
increased, with Japan being the big winner. In addition, Daigou sales have also increased
(for the fashion and leather goods categories).

P 2025 is expected to be flat in the mainland market, with a challenging first half and an improving
second half, driven by the positive impact of economic stimulus measures in China.

P Inthe longer term, the market is expected to recover at a moderate pace, driven by the solid
fundamentals of China’s economy and the growth of its middle class.
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Executive summary

China’s luxury market faced a significant slowdown in 2024, with deteriorating growth as the year
progressed. The downturn was primarily driven by reduced domestic spending, which stemmed
from low consumer confidence, and increased tourist spending abroad, particularly in Japan and
Europe. As the macroeconomic landscape continues to evolve, the Chinese mainland luxury market
is going through a phase of uncertainty. The resurgence of overseas tourism is expected to exert fur-
ther pressure on domestic luxury sales in the coming years.

Looking ahead to 2025 and beyond, challenges are anticipated to persist. However, luxury brands
that leverage this period for introspection, strategic refocusing and creative innovations, and opera-
tional reset are more likely to navigate through these turbulent times successfully and ultimately re-
new their growth trajectory. Despite current difficulties, the Chinese mainland remains an attractive
market for luxury brands, suggesting that opportunities for recovery and growth still exist.

Full Report

After the lifting of Covid-19 restrictions in December 2022, there was an initial recovery in the first
half of 2023. However, this was not sustained due to sluggish consumer confidence, especially for
discretionary items such as luxury. There was also a surge in overseas spending in nearby markets
in 2023 and even more in 2024, driven by international tourism recovery and favorable exchange
rates. Furthermore, today’s Chinese consumers are becoming more rational about luxury spending,
showing reluctance to purchase amid frequent price increases with limited product innovation and
preferring experienced-based consumption, such as travel and outdoor.

As a result, the Chinese mainland luxury market is under significant pressure, with an estimated
year-on-year decline of 18%-20% (see Figure 1).

The slowdown intensified throughout the year, with the third quarter showing the worst performance
and a slight improvement in the fourth quarter, mostly driven by announcements of the forthcoming
stimulus measures and their expected impact on consumption.

All luxury categories have faced challenges, though their impact varies by category. The beauty
sector—particularly perfumes, color cosmetics, and ultra-premium skincare— has demonstrated
stronger resilience as consumers seek emotional and sensory experiences (see Figure 2).
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Figure 1: Mainland China personal luxury market declined by 18%-20%in 2024, driven by low
consumer confidence and increasing overseas shopping
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Sources: Bain-Altagamma 2024 Worldwide Luxury Market Monitor; Bain analysis

Figure 2: All luxury categories are facing widespread challenges, with jewelry and watches experi-
encing the most significant negative impact
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The fashion segment has experienced a smaller decline compared to leather goods, largely due to its
seasonal nature and the importance of its Very Important Customer (VIC) demographic. In contrast,
leather goods have suffered from over-reliance on iconic pieces and carry-overs with limited
investment into seasonal items and higher unit prices, leaving consumers with little incentive to
make additional purchases.

The jewelry and watches segment has faced the most significant challenges as consumers are shifting
their preferences toward other value-preserving assets and experiences. Jewelry has performed
slightly better than watches, primarily due to its wide range of products and price points from high
jewelry to fine jewelry, which has higher exposure to aspirational consumers. Meanwhile, the watch
market has seen more rational behaviors from Chinese consumers, compounded by an ongoing
decline in secondary market prices for luxury Swiss watches, which negatively impacted the value
retention of high-end timepieces.

Hainan’s duty-free sales declined by approximately 29% in 2024, reflecting the broader consumption
slowdown in China (see Figure 3). An approximately 15% year-on-year reduction in traffic and
approximately 15% decrease in basket value influenced this drop. The recovery of global tourism,
particularly to nearby destinations like Japan and Southeast Asia, which offer comparable travel
times and costs but superior services and experiences, primarily drove the decline in traffic.
Additionally, the consumer profile is shifting; affluent consumers who were significant spenders
during the Covid-19 pandemic in Hainan are now traveling abroad. Intense competition from
domestic e-commerce platforms, especially in the beauty category, has also made Hainan a less
attractive duty-free destination.

Looking ahead, uncertainties remain regarding Hainan’s duty-free market. The implementation of
key policies for achieving the Hainan Free Trade Port is expected to continue until 2025; at the same
time, Hainan will compete with other new downtown duty-free shops in the mainland and nearby
destinations and needs to improve the overall luxury experience for its travelers.
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Figure 3: Duty-free sales in Hainan experienced a roughly 29% decline in 2024, driven by reduced
traffic and smaller basket value
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To summarize, China’s luxury market faced a significant decline in 2024, affecting the vast majority
of brands. This downturn is primarily attributed to low consumer confidence, driven by consumers’
cautious attitude toward consumption given the economic uncertainties they face. Interestingly,
while VICs have demonstrated greater resilience, they have also become more conservative in their
luxury spending, opting to diversify their wealth across a broader range of assets during this economic
downturn. Amid this widespread decline, only a few brands have emerged as winners; these brands
are characterized by high desirability, strong connection with consumers, built over many years of
investment and differentiated value propositions. Their success is not driven by scale, as we see
small and large brands among the winners.

As we look to the future, brands need to shift their mindsets from grabbing their share of incremental
market growth through expansion to competing for market share in a more stable and normalized
environment. To succeed in this new era, elevated differentiation in branding, product innovation,
pricing strategies, and client experience will be crucial.
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In 2024, there was a notable rebound in overseas shopping, particularly in Japan, accompanied by
significant growth in the grey market due to increasing price disparities.

As Chinese overseas tourism gradually resumed, it is estimated that approximately 60% of Chinese
mainland luxury spending occurred within the Chinese mainland in 2024. The recovery of luxury
spending by Chinese tourists in Europe and Asia has been significant. Specifically, spending
abroad in 2024 reached about 50% of 2019 levels in Europe and was around 120% of its 2019 level
in Asia-Pacific.

The exchange rate between the Chinese yuan and the Japanese yen has further stimulated luxury
consumption in Japan. However, the increase in overseas shopping did not offset the decline in
onshore sales, resulting in an overall decrease of about 7% in total Chinese luxury goods spending
(see Figure 4).

Looking ahead, overseas travel and consumption are expected to continue to grow. The trend of
Chinese travelers shifting their preferences from shopping-focused tours to niche, flexible, and
experience-based trips is also anticipated to increase in the future.

Figure 4: The rise in overseas purchases was not enough to offset the decline in the mainland;
overall 2024 Chinese luxury spending decreased by around 7%
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Sources: Bain-Altagamma 2023 Worldwide Luxury Market Monitor; Global Blue; Bain analysis
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The pricing disparities between luxury goods on the Chinese mainland and other markets, particularly
Japan, disrupted the mainland market and played a crucial role in the resurgence of overseas luxury
shopping in 2024. A sample analysis of key products across the Chinese mainland, France, and Japan
revealed significant price differences across various categories, making luxury shopping abroad
even more appealing, especially under favorable exchange rates (see Figure 5). At the yen’s lowest
point versus the RMB, the price gap compared to domestic prices reached as much as 30%. These
wide price gaps have further encouraged overseas shopping, particularly among price-sensitive
consumers, which has negatively impacted brand loyalty and recruitment on the Chinese mainland.

Historically, in response to this trend, some brands have implemented a global pricing strategy to
offset most of the exchange rate fluctuations. This year, other brands addressed these price disparities
by implementing purchase limits in stores and aligning new product prices globally (in the fourth
quarter). Ensuring more controlled global price difference and swift reactivity should be a top priority
for luxury leadership teams in this turbulent macro environment.

Figure 5: Price gaps between China and Japan/Europe were a key driver of overseas shopping
in 2024
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Notes: 1) Compared top three SKUs selected for leading brands in each category; tax-refund rate in Japan is 8.45%; tax-refund rate in France is 12%;
2) Listed price from China/Japan official website as of December 10, 2024. JPY to CNY ranged from 0.045 to 0.050, based on 2024 highest and lowest
exchange rate; 3) Listed price from China/France official website as of December 10, 2024. Euro to CNY ranged from 7.498 to 7.962, based on 2024
highest and lowest exchange rate

Sources: China official website; France official website; Japan official website
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For 2024, despite a significant recovery of 60% in international travelers, South Korean duty-free
sales are projected to decline by 3% versus 2023, reaching approximately 60 billion yuan, with an
average basket dropping by around 40% (see Figure 6). This decline can be attributed to ongoing
government and brand actions against Daigou trading, as well as a shift in tourism flows toward
Japan due to favorable exchange rates. The performance of South Korean duty-free sales is still
approximately 50% of 2019, both in terms of spending and in terms of number of travelers.

The depreciation of the South Korean won may further encourage Chinese consumers to shop abroad,
adding to the long-term uncertainty surrounding China’s offshore luxury consumption. High in-
ventory pressure on duty-free retailers could lead to increased promotions and discounts in 2025.

Figure 6: Despite a recovery in international travelers, South Korean duty-free sales did not increase
as government and brands took actions against Daigou
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Daigou activities significantly contribute to Chinese consumer spending. According to brands tracked
by Re-Hub, the overall grey market grew by approximately 5% in 2024. However, price indexes for
Japan and France indicate that these markets are not likely to be the primary sources for top items
sold in the grey market. Favorable exchange rates, pricing discounts, promotion mechanisms, and
so on have reignited the potential for small-scale Daigou operations to blossom. However, the main
source of supply is likely from large-scale or professional Daigou who benefit from substantial pricing
advantages through wholesale distribution channels.

For fashion and leather goods brands with limited or tightly controlled wholesale channels, sales on
these platforms can account for 15%—-25% of their official sales on the Chinese mainland. In contrast,
for brands with larger and less regulated wholesale channels, platform sales can represent 60%-70%
or even more of their total sales on the Chinese mainland (see Figure 7). Notably, discounts for the
top products tracked by Re-Hub on Daigou platforms deepened by approximately eight percentage
points in 2024. This trend raises concerns that the grey market will continue to undermine revenue
potential and brand equity on the Chinese mainland.

To counteract this trend, brands should prioritize addressing Daigou operations strategically in 2025
and beyond. The Chinese mainland business should not be viewed as an isolated operation; instead,
it should collaborate closely with the global network to actively manage risks associated with Daigou.
This can be achieved by optimizing wholesale operations worldwide; harmonizing price gaps; and
focusing on enhancing customer relationship management, aftersales services, and overall client
experience on the Chinese mainland.

Figure 7: In Fashion and Leather goods categories, Daigou sales as a share of mainland China sales
have increased

Daigou GMV' generated as share of brands? official revenue in mainland China on platforms tracked
by Re-Hub (fashion and leather goods only)
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Source: Re-Hub
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A Look Ahead

In 2024, China’s luxury market failed to maintain its previous growth trajectory, experiencing an
unexpected and sharp deceleration that worsened throughout the year. The downturn was primarily
driven by a lukewarm consumer confidence driven by economic uncertainty and a decline in real
estate value, a shift in spending toward overseas markets, and continuous price increases by brands
without well-justified value propositions.

The market is expected to continue its downward trend through the first half of 2025, with a cautiously
optimistic outlook emerging in the latter half of the year, resulting in an overall flattish performance
for the whole year. Key factors influencing the outlook include stronger government stimulus policies,
which could provide positive support, and the impact of the new US administration taking office
in January, potentially affecting the Chinese economy and exports. Meanwhile, overseas travel
and consumption are expected to grow in 2025. As a result, the market is going through an era of
turbulence and uncertainty where widespread underperformance may become the norm, with only
a few brands emerging as winners. Most brands will likely need to focus on consolidation and
performance improvement measures instead of expansion and price increases.

In this challenging environment, brands should prioritize enhancing brand desirability and delivering
genuine value through initiatives such as brand-building events, creativity, product innovation,
and improved client experiences to retain consumers domestically and capture market share from
competitors. Additionally, China should not operate in isolation; it should seek global collaboration
on pricing and Daigou sourcing, especially on global wholesale operations.

Looking ahead, China’s macroeconomic conditions and structural demographic shifts present both
challenges and opportunities for brands operating in the country. The growth of future luxury buyers,
particularly among Gen Z and younger generations, is decelerating compared to previous years
due to reduced purchasing power exacerbated by high unemployment rates. Those with purchasing
power are diversifying their brand preferences, increasing their repertoire of luxury brands. VICs,
who contribute significantly to luxury spending, remain resilient; however, their preference is
trending towards more subtle and understated products due to aging demographics and shifting their
spending toward investments in their children’s education, and experiential consumption such as
travel. The wealth of the middle class is shrinking due to declining asset values, particularly in real
estate. Conversely, lower-tier cities (T2/3) are showing vitality due to population migration, which is
boosting consumption power in both volume and average selling price. This presents a new battle-
field for luxury brands seeking first-mover advantages.

Ultimately, as China still possesses the largest addressable luxury population in the long term and
given the strong signals from recent stimulus policies, the future of luxury in the country remains
promising. Brands that seize this period as an opportunity to reflect, refocus, and reset are more
likely to navigate through turbulence swiftly and regain growth momentum.
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