
US downturn
takes some of
the lustre from
Gucci' s sales
LEISURE GOODS

By Ben Hall in Paris

Gucci, the fashion brand
that is part of France's PPR
group, yesterday provided
the first sign that an eco-
nomic downturn is hitting
the luxury goods sector after
it recorded weaker-than-
forecast sales in the first
three months of 2008.

While its rivals LVMH and
Richemont have said in
recent days they have seen
no significant slowdown in
luxury markets, PPR
revealed that sales of Gucci
products, particularly its

LVMH agrees
Hublot deal
LVMH, the world's largest
luxury goods group,
yesterday agreed to buy
Hubtot, a Swiss maker of
high-end watches,
shrugging off concerns
about fallout from an
economic slowdown,
writes Ben Hall.

It declined to reveal
what it paid for Hublot
except to say that the
price was "a little more"
than twice LVMH's
turnover last year of
SFr151m ($146m).

The takeover is the
French group's first
acquisition of a watch
brand for five years after
the unrewarding purchase
of Ebel, which was sold on
in 2004 after eating into
sales of other LVMH
watches.

LVMH believes Hubtot
will be a better fit in its
portfolio. Because most of
the Swiss brand's sales
are in Europe, it would
withstand a downturn in
financial markets while
offering strong growth
potential in Asia.

Philippe Pascale, head
of LVMH's jewellery and
watches division, said the
company did "not see any
significant slowdown" in
its business. However,
recent growth had been
slower in the US and
Japan than the rest of
the world, he said.

less expensive ranges, had
suffered in the US.

Growth in sales of Gucci
clothes, handbags and
watches slowed to 2.4 per
cent on a like-for-like basis
in the first quarter, at €513m
($803m).

Jean-Frangois Palus, PPR's
finance director and deputy
chief executive, said Gucci
had suffered a "temporary
loss of traction" stemming
from a focus on the brand's
high-end products. He prom-
ised to improve performance
across the marque.

Luca Solca, a senior
research analyst at Bern-
stein, said the softer-than-
expected sales of Gucci-
branded products were the
first sign of a slowdown in
the luxury market.

"They are slightly more
exposed to the US market
and the wholesale channel
than LVMH. And when the
top line is shaky, US depart-
ment stores will take up
every opportunity to send
goods back."

PPR's overall sales were
broadly in line with market
expectations at €4,906m for
the first quarter, up 19.8 per
cent on a reported basis,
with the acquisition of
Puma, the sportswear brand,
and faster growth in its Afri-
can retailing operations off-
setting the slowdown for
Gucci.

PPR's other high-end lux-
ury brands that are part of
Gucci Group had double-
digit growth in first-quarter
sales, especially Bottega
Veneta, which was up
31.5 per cent, and Yves Saint
Laurent, helped by a strong
performance of its leather
goods.

"Gucci Group's overall
performance is respectable,
but the Gucci brand was sur-
prisingly weak," said Citi-
group analysts in a note.

Mr Solca said even the
very high-end products
bought by the very wealthy
were likely to be vulnerable
to a cyclical downturn. "It is
a feel-good and psychological
effect. Whenever there is a
slowdown, everyone feels
less rich."

The first signs of a slow-
down in luxury sales of the
Gucci brand were enough to
send PPR's shares down

nearly 4 per cent, taking
their slide since the begin-
ning of the year to almost
30 per cent.

PPR's sales of more mass-
market brands, particularly

Puma shoes, have also suc-
cumbed to weaker consumer
demand in the US.

PPR's French retail opera-
tions, including furniture
retailer Conforama, music

store Fnac, and PPR's cata-
logue business, showed signs
that the weaker growth
was beginning to damp
down consumer spending in
Europe.
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