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Abstract 
With the steady growth of China's economy and large-scale operation of luxury goods, 
luxury goods in China are developing rapidly and have great potential. With the 
improvement of people's life and the change of consumption concept, China's luxury 
market will usher in a blowout growth, but there are also problems such as slow 
development of local market and unreasonable consumption structure. This paper 
analyzes the current situation of demand and supply in China's luxury consumer market, 
as well as the market structure of the luxury industry, analyzes the existing problems 
from the perspective of management economics and gives targeted suggestions. 
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1. Supply and Demand Analysis of Luxury Goods 

1.1. Demand Analysis of Luxury Goods 
Since the people's disposable income is higher and higher, to meet basic necessities are to meet 
later, more and more consumers to buy luxury goods, whether in before the new crown 
outbreak, normalized or the present outbreak, on weekends, holidays, domestic luxury goods 
stores are always crowded, Chinese scholars wang hui for Chinese luxury consumer purchasing 
motivation to do the research:The demand motivations of Chinese luxury consumers are mainly 
face consumption, relationship consumption and self-actualization consumption. The first two 
motivations have some flaunting elements.At the same time, there is a consumption concept of 
"treat yourself well and not mistreat yourself materically", which has been widely accepted by 
people through some we-media. Many young generations prefer to buy luxury goods as gifts for 
themselves, so as to show their taste and status. 
In recent years, The consumption of luxury goods in China has always been in the forefront of 
the world. Although the consumption of luxury goods in many countries fell sharply in 2020 
due to the impact of the epidemic, the consumption of luxury goods in China almost doubled, 
and Bain & Company defined China's luxury market as "unstoppable". If China's accession to 
the WTO as a time node, then since 2001, our country's economy entered a rapid development 
stage, at the same time, the living standard of people is becoming more and more high, from 
$91.2 billion in 2011 to $158.6 billion in 2019, the Chinese people in the global luxury goods is 
in a stable upward trend,In addition, although the growth rate of Chinese consumption in global 
luxury goods fluctuates, the growth rate is always positive, and the consumption is increasing 
year by year. 
Problems existing in the demand for luxury goods: Consumers are young and irrational 
consumption is serious.China's luxury consumers can be roughly divided into three categories, 
the first kind is a lot of wealthy consumers, for this type of consumer, they consumer like to 
avoid crowded places, to meet the personalized services of luxury stores, buying luxury in the 
quarter, does not consider the price, just spending habits; The other is the white collar workers 
in foreign companies as typical consumers. Due to the internal and external working 
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environment, they are willing to buy a luxury item worth a month's salary. The last category is 
irrational consumers brainwashed by flaunts of wealth. They buy consumer goods for the so-
called "face". Many news reports say that some irrational consumers choose high debts to buy 
luxuries beyond their consumption ability. The irrational consumption behavior may be caused 
by the unreasonable age structure of Chinese luxury consumers. 

1.2. Analysis on the Supply of Luxury Goods 
Physical luxury stores are expanding rapidly. By the end of 2020, almost all luxury brands have 
opened physical stores in China, and flagship stores of all kinds are flooding into the Chinese 
market at a high speed. LVMH's LV Louis vuitton, for example, in 2013, Louis vuitton Louis 
vuitton in China's few entity stores only 18, when consumers or to have the place of the stores 
to buy, or choose to go abroad to buy stuff they want, and to this year, according to figures 
released by the LV official website, mainland China for 59 entity shop. The number increased 
by 41 in just eight years from 2013 to 2020. 
Problems existing in the supply of luxury goods: the supply of luxury goods is excessively 
dependent on foreign brands.In terms of the product market structure of the global luxury 
industry, Europe and the United States are the leading forces in the global luxury industry, 
accounting for 32% and 31% of the market share respectively. However, due to historical 
reasons, Chinese craftsman families that can match these luxuries are only required to serve 
the royal family, and practical reasons:After the founding of the people, elegant rich gradually 
disappear, at the same time, people suddenly exposed to many domestic no,...... the plot of the 
increasingly more serious in our country and no local luxury brands, Chinese consumers are 
very big chance to choose foreign brands when buying luxury goods, basic won't consider local 
luxury. 

2. Luxury Market Analysis 

European luxury brands include CHANEL, Gucci, Prada, Dolce & Gabbana and other well-known 
brands, while American luxury brands include Couch Coach, CALVIN KLEIN, MARC JACOBS and 
so on. Although there are many brands in the luxury industry, the analysis from the perspective 
of the group will find that there are not so many brand names and numbers. 
LVMH, Kering of France and Richemont of Switzerland are the three giants in the luxury goods 
business.  
The first giant is LVMH Group of France, which has always topped the list of luxury goods sales 
in the past seven years. LVMH, formed by Bernard Arnault's merger of Louis Vuitton and Moet 
Hennessy, owns more than 50 brands spanning wine, fashion, perfume and cosmetics, watches 
and jewellery. 
 

Table 1. Profits of LVMH in 2017~2019 
(Millions of Euros) 2018 2019 2020 

Sales revenue 42636 46826 53670 
Net profit 5840 6990 7783 

 
The second is KERING of France. Kering was founded in 1963. Through strategic transformation, 
Kering has acquired GUCCI, BALENCIAGA,It now owns Yves Saint Laurent, Stella McCartney 
Saint Laurent and Alexander McQueen.Stella McCartney, Stella McQueen.McCartney, Puma and 
other brands range from lifestyle goods to luxury goods and are sold in hundreds of countries 
around the world. Kering's performance is good, but it is hard to compete with LVMH's. 
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Table 2. Kering's profit from 2017 to 2019 
(Millions of Euros) 2018 2019 2020 

Sales revenue 15478 13665 15884 
Net profit 1786 3715 2309 

 
The third is Richemont, a Swiss group. The company operates in four business areas: jewelry, 
watches, accessories and fashion. Its brands include Vacheron Constantin, Jaeger-Lecoultre, 
Cartier S.A.Cartier, Net-a-Porter, etc. As can be seen from Table 3.3, the performance of 
Richemont group of Switzerland is not much different from that of Kering Group of France, but 
it is quite different from THAT of LVMH. 
 

Table 3. Earnings of Richemont from 2017 to 2019 
(Millions of Euros) 2018 2019 2020 

Sales revenue 10647 11013 13989 
Net profit 1570 1653 3168 

 

Although there are still some manufacturers in the luxury market, such as L 'Oreal Luxe, Chanel 
and EssilorLuxottica, the luxury division of L 'Oreal group and the European eyewear giant, the 
products produced by these manufacturers have different characteristics, because each brand 
has different culture and history.Therefore, it has a great difference and wide popularity, but it 
cannot compete with these three giants in the global scope. 
All luxury groups and brands continue to expand the market through a series of capital 
expenditures, mergers and acquisitions, to build a more international and high-quality brand 
image and expand economies of scale. Therefore, the oligopolistic market structure of the 
luxury industry will not change for at least a period of time in the future. 

3. Suggest 

(1) Guide consumers to change their consumption concepts and advocate rational consumption 
Developed countries abroad, luxury consumption belongs to "experience consumption driven", 
and the luxury market in China now belongs to consumption driven "commodities", there are a 
lot of peer, conspicuous consumption, therefore suggested that the government through the 
hard and soft way of education, make consumers aware of unhealthy consumer behavior will 
cause harm, actively guide consumers' rational consumption,So that domestic luxury 
consumers can avoid blind and impetuous consumption, moderate consumption, so that 
China's luxury consumer market healthy development. 
(2) Build domestic luxury brands 
 The giant group in China should study the luxury industry, learn how their brand marketing, 
how to still in hundreds of years for brand inject fresh vitality, with the demand of consumers, 
blend in Chinese culture to build brand, create brand value, rich local luxury brands in China, 
change the domestic supply of luxury goods.  
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