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NOW THAT THE DOWNTURN IS ENDING, THE WATCH INDUSTRY WONDERS
IF RETAILERS AND BIG BRANDS CAN GET BACK IN SYNCH. BY ROB BATES

AT THE START OF 2008, the Swiss watch busi-
ness was coming off its best year ever. Exports in 2007
totaled 16 billion Swiss francs, reflecting a 16.2 percent
growth over the prior year, the highest growth spurt
in 18 years, according to the Federation of the Swiss
Watch Industry. Despite signs that the economy was
beginning to falter, there was no reason to believe that
demand for high-end timepieces would slacken.

Then came the Lehman Bros. collapse and the sub-
sequent global crisis and, suddenly, all bets were off.

“An entire decade’s worth of growth was wiped out
by this recession,” says Joe Thompson, editor in chief
of New York City-based WatchTime magazine.

Now that the clouds are beginningto clear, the watch
industry is looking at a vastly changed landscape.

Brands have slashed distribution. They are aggres-
sively pursuing not-always-popular plans to open
their own boutiques. Some have even tiptoed into
e-commerce. Allofwhich has left traditional retailers—
who also weathered a tough few years—stranded in
the middle, between choosier and more self-sufficient
watchmakers and still-frugal consumers, who are
often seduced by discounts and the siren call of the
“grey market,” the term for distribution channels that
allow genuine brands to be sold at discounted prices
because they come from overseas or from authorized
dealers who are selling them surreptitiously.

“The retailers I talk to are feeling besieged,”
Thompson says. “They will complain they used to be
partners. But this recession has aggravated the fric-
tions and brought them to the fore.”

Some of these disputes involve manufacturers sell-
ing directly to consumers. For the past decade or so,
companies like Chopard and Breguet have launched
mono-brand boutiques, generally in big cities like
New York City and London. The Swatch Group even
hatched a multibrand chain of high-end boutiques,
Tourbillon. While the recession put the brakes on
some of these plans, they will likely now resume;
Omega just announced plans to open 20 boutiques
in 2011. (Going against the grain: Movado, which shut-
tered its retail division in May.)

The companies claim these showcases do not
compete with traditional retailers, but rather promote
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the brands and the category in general.
Andrew Block, executive vice president
at the 40-store chain Tourneau, doesn’t
disagree. “Within a 10-block radius of our
flagship store, there are probably a dozen
of them,” says Block, whose flagship bou-
tique in Manhattan, the Time Machine, is
the world’s largest watch store. “But they
tend to attract customers of their brand,
not of watches in general. All the research
says consumers want a choice of at least
three brands when making a decision.”
Yet some draw the line at Internet sales.
While most companies forbid jewelers
from selling their products online, a
few have rankled retail partners by
experimenting with e-boutiques. For
instance, Bell & Ross USA began selling
directly to American consumers over its
website in September 2010, following on
the heels of its European division. Online
buyers have the option of picking up the
product at an authorized retailer. But if
they don’t choose that, the company ships

worry that selling online will cheapen
their product. “Our distribution net-
work is based on exclusivity,” says
Hublot CEO Jean-Claude Biver. “But the
Internet is open to everybody.”

Steven Kaiser, an industry consul-
tant and recruiter, says that, with so
many grey-market products online, the
Internet is not the ideal place to sell at
full retail. “If tomorrow, seven brands
wanted to go direct on the Internet, they
wouldn’t be successful,” he notes. “They
would be seen as overpriced.”

In any case, many retailers’ great-
est fear is not companies selling to the
public, but being axed from their hot-
test vendors’ networks. “We don’t have
issues with boutiques, just when they
areopened at the expense of the retailer;,”
Block says. And, yet, that’s become a
real possibility. During the recession, big
names like Cartier slashed the number
of stores to which they sold.

“We had the same thing happen in

Timekeepers
the product directly. Bell & Ross USA g o top: I:-:-,.,umeam.s the recession of 90, 91" Thompson
president Stacie Orloff feels that, as with  Andrew Block; says. “Rolex and Cartier both trimmed

the mono-brand stores, the e-boutique
allows the brand to present its merchan-
dise in the best possible manner. “We
want to discourage grey-market dealers
that are selling online without warranties,” she says,
admitting reaction from jewelers has been all over the
map. “Some stores realize we are not trying to under-
cut them,” she says. “But some are worried that we
are trying to take sales from them.” She notes that the
company hasn’t made any online watch sales yet—
only accessories, and only in areas where they are not
available at brick-and-mortar locations. “I still think
the customer prefers to get romanced.”

Many retailers agree, describing Internet shoppers
as a breed apart. “If you buy on the Internet, good luck
to you—you're probably not my customer anyway,’
says Ruediger Albers, president of Wempe, the Ger-
man chain with a boutique on New York City’s Fifth
Avenue. “When you buy from us, we make it special
with champagne. You recall that when you look at
your watch. Opening the FedEx box, it’s not as sexy.”

Other companies, fiercely protective of their image,

Hublot's Jean-Claude
Biver; Bell & Ross
USA's Stacie Orloff

stores. You grow in the boom and then
eliminate during the bad times.” Even
store owners admit that the contrac-
tion was a long time in coming and will
help eliminate discounting, which, in the wake of the
recession, has become a scourge on the business.

“We all have to learn again how to sell at full price,”
Orloff says. “It’s kind of a reeducation.” And while no
one denies price is very much an issue today, veteran
store owners like Marc A. Green, of eight-store Con-
necticut chain Lux Bond & Green, feel that retailers
need to brush up on their old-fashioned salesman-
ship. “We sell the store, our service, and tell the
brand’s story,” he says. Others are offering expanded
warranties and assorted extras as a way to maintain
the price and still nab the sale.

Beyond dealing with the quasi-legal grey market,
which was deluged with watches when demand col-
lapsed, the more salient concern for high-end watch
retailers is how to beat smartphones and other hand-
held devices for share of consumer wallet, no doubt
the category’s biggest obstacle in years to come. B

PERFECT FOR GENTLEMEN

Our picks for the eternally elegant (Opposite page, clockwise from top left) White gold automatic Senator
Meissen with hand-painted dial, $22,100, Glashiitte Original, Glashiitte, Germany, 866-203-8699, glashuette-
original.com; stainless steel and rose gold watch with brown leather strap, $945, Hamilton, Weehawken, N.J., 800-
234-8463, hamiltonwatch.com; 1815 chronograph in white gold, $43,000, A. Lange & Séhne, Glashiitte, Germany,
800-408-8147, alange-soehne.com; Patrimony Contemporaine with alligator strap, $19,900, Vacheron Constantin,
Geneva, 877-862-7555, vacheron-constantin.com; Marvin Watch C° 1850 handmade automatic watch with titanium
case and leather strap, $990, Marvin Watches at ViewPoint, NYC, 800-237-9477, vpnyc.com
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WATCHES FOR ALL TIME

Greg Simonian, president
of Westime, Southern
California’s leading watch
retailer, picks a handful of
his seasonal best sellers.

-l Hublot Big Bang:
“Eye-catching colors and
new fashionable patterns
give Hublot fans reason
to grow their collections.”
($23,900; hublot.com)

2 IWC Big Pilot: "Appeals
to young men seeking their
first luxury watch as well

as clients who have been
building collections for
decades.” ($13,500; iwc.com)

Oak Offshore: "This classic
is only getting hotter, and
waiting lists form for the
limited editions.” ($15,100;
audemarspiguet.com)

4 Vacheron Constantin
Patrimony: “[For] customers
seeking a timeless style

from a brand with impec-
cable heritage.” ($14,700;
vacheron-constantin.com)

5 Richard Mille RM O11:
“"Men love the large tonneau
case shape, chronograph
functions, and unexpected
case materials.” ($85,000—
$95,000; richard-mille.com)
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