
German based luxury brands need to bolster multi-channel offerings to 

counteract slower growth 
 
 
With five geographic centers and a broad number of active product categories, the 
German luxury goods industry is a fragmented and highly competitive environment. 
Manufacturers of anything from cars, clothes and jewellery to cameras, furniture and 
watches make up this dynamic sector, currently worth around ten billion euros. 
Germany, though, is a small fish in a big pond when it comes to the global luxury trade, 
attributing just three percent of the total volume. Furthermore, luxury accounts for a 
mere 0.3 percent of Germany's gross domestic product (GDP), considerably less than 
other European hot spots like France and Italy where luxury’s contribution to GDP is 0.7 
and 1.1 percent respectively.  
 

The German luxury market has been expanding, however, with analysts suggesting that 
at least up until 2014, year-on-year growth was five percent faster than the overall 
global industry in recent times. This was helped greatly by a plethora of inward 
investment by global luxury brands as well as a burgeoning tourist trade, with wealthy 
holiday makers from China, Saudi Arabia and the UAE flocking to the über high-end 
streets of Berlin, Hamburg, Munich and Dusseldorf to spend big in luxury stores. 
Unsurprisingly, the categories that performed particularly strongly during this period 
were electronic gadgets, designer clothing, watches, jewellery and beauty and 
personal care, which all contributed to market growth.  
 
While 2011 through to 2013 were very much the boom years for Germany’s luxury 
industry, indications suggest that the market has slowed down over the last twelve to 
eighteen months and there is a widespread belief that the rates of growth experienced 
in the past will remain unobtainable for the foreseeable future. Yet, despite the below 
average growth in recent times – exasperated no doubt by the Greek debt crisis and 
Chinese market decline - incremental gains mean that there is still some momentum in 
the luxury industry that firms can seek to capitalise on. In order to do so though they 
must prioritise engagement and innovation as well as improved satisfaction of 
consumer needs.  
 
A key aspect of this is for companies operating in the industry to bolster their 
ecommerce infrastructure to better align themselves with the changing preferences 
and expectations of today’s digital consumer. Although, on the whole, luxury shoppers 
are still more inclined to favour the personalised service and tactile experiences 
associated with visiting stores, a major trend in the industry is the increasing importance 
of value and convenience as buyers of luxury items begin to show a willingness to 
engage with luxury products online. A recent report confirmed that Germany was now 
the fifth strongest online retail market in the world and it would seem that luxury sales 
are increasingly having an impact on that status.  
 
In Germany, online luxury sales have increased by nine percent since 2010 and 
expensive brands that have traditionally fallen short of customer expectations online 
are now investing in digital payment methods, improved delivery systems and social 
media channels, as well as developing smartphone and tablet responsive websites to 
capitalise on this heightened activity.  Brand-owned online stores have fared the best 
in Germany, with almost sixty percent of luxury consumers confirming they shopped at 
one in 2014, according to a survey published by Mckinsey in February.  
 
Ecommerce isn’t, though, the panacea to all of traditional retail’s apparent difficulties, 
regardless of whether the retailer is selling luxury or grocery items. PwCs’ latest annual 
global retail survey confirmed that shoppers preferences to make purchases inside in 
an actual store probably won’t change dramatically in the short to medium term. In 



order to really entice consumers back to the store, therefore, German based luxury 
brands should complement investments in online infrastructure by seeking to leverage 
a complete multi-channel approach – specifically by developing the retail concept - 
and using on and offline touch points as a way of to improving customer engagement 
and footfall. This shouldn’t be a major challenge for German based luxury brands either 
as the country is still one of the most attractive retail markets in the world for investors.  

 
Germany is particularly attractive to luxury brands because of its unique multi-city luxury 
hot spots (Berlin, Hamburg, Munich, Dusseldorf, and Frankfurt) compared to the single 
city hubs in other major European luxury markets like the UK (London) and France 
(Paris), which helps to push commercial rent down. Over the last year a combination 
of fledgling and established luxury brands across all categories have begun investing 
in innovative retail strategies to reach customers both on and offline, opening new 
large flagship stores as well as the buying-back of distribution and franchise 
agreements. With between 15-23% of the retail trade in Munich, Frankfurt and Berlin 
coming from wealthy overseas visitors alone, it is no surprise that luxury retailers are 
following this strategy. 
 
Germany’s consumer market is once again facing a test of its strength. The recent VW 
emissions scandal will no doubt have a negative impact on ‘brand Germany’ and 
there is a recurrent decline in consumer confidence strongly linked to public 
uncertainty surrounding the country’s handling of a growing number of refugees. There 
is nothing to suggest, however, that the luxury trade should suffer too greatly. Tourism is 
still strong and low interest rates set by the European Central Bank (ECB) mean that 
consumers have less incentive to save. Germany has the second highest population of 
Ultra High Net Worth households (investable assets of at least US$30 million)  in Europe  
and significantly, it is Germany’s super-rich that have benefitted the most in relative 
terms from low interest rates, a trend which no other EU country has experienced. 
 
If luxury brands take the necessary steps to develop multi-channel strategies, investing 
in both ecommerce and traditional retail assets, then incremental growth in the 
industry can surely be sustained and the potential to push the 0.3 percent GDP 
contribution higher isn’t completely out of the question. 


