Luxury Goods Industry Fact Sheet
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Group Coordinator: M

iller Wang, MCM

INETHAR: E#:, MCM

Group Members:

INBRY R
A&F Apple Amer Sports Group
APM MONACO Burberry Capri Holdings
Chanel Christian Louboutin Coach
Daniel Wellington Esté& Lauder Giorgio Armani
Hermes Kering Lacoste
Luxottica LVMH Asia Pacific Louis Vuitton
Moet Hennessy Prada PVH
Ralph Lauren Richemont RIMOWA
Salvatore Ferragamo SAS Jean Cassegrain Tiffany & Co
TriassMCM Under Armour Victoria's Secret
Zegna Zimmermann

Key Objective(s) and Challenges:

Luxury Goods Industry encompasses a number of world-famous brands, including
leather goods, clothing, shoes, hats, timepieces, perfumes and relevant accessories.
With their superior quality, elegant design and luxury shopping experience, they lure
customers around the world into paying high premiums. Therefore, the industry where
the Industry exists has been mostly threatened and harmed by counterfeit products.

Challenged by counterfeiting, parallel imports and copyright infringement, the
members of the Industry continue to enhance their communication and frequently share
information. The issues shared among them are as follows:

Import and export via customs: a large quantity of counterfeits are imported via
postal parcels to high-risk areas in Southeast Asia, Africa and South America, and
even to North America and Europe, while Chinese customs can hardly guarantee
inspection in time due to the shortage of staff and funds; failed access to exporter
details hinders rights-holders from further investigation; the transparency of the
steps following goods disposal has yet to increase at customs.

Major strongholds of counterfeit products: the protectionism in some regions and
limited means of investigation among rights-holders spare the whole network of
producing and selling of many leather goods counterfeiting strongholds, giving rise
to intractable counterfeiting.

Notorious markets in circulation: in some big and mid-sized cities, due to mild
punishments by market regulation administrations, and market lessors' connivance
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and protection, counterfeit wholesale markets have sprung up and cannot be
uprooted; besides, the compensation in civil judgment is not high enough to be a
deterrence.

»  Online sales channel is the biggest threat: among all of the circulation channels for
counterfeit items, online sales, characterized by mass transactions, separation of
sellers and goods, and untraceable sales and physical address, have posed an
unprecedented threat to brand protection; in the meantime, the fast-changing e-
commerce in China has given rise to a myriad of innovative Internet models, like
the booming live shopping, leaving rights-holders disoriented in the complex world
of the Internet.
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Solution and Efforts:

In the face of common challenges, the Luxury Goods Industry continues its exchanges
and sharing in such forms as IP Salon, workshops and QBPC lunch party to draw from
the wisdom of the industry so as to make breakthroughs.

In the wake of the thriving online shopping and online sale of counterfeit products, e-
commerce platforms and social media have been making efforts to protect rights and
crack down on counterfeit items, attracting high attention from the public. To address
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the pain point, the industry frequently carries out internal discussions, collaborates with
QBPC IAD and keeps in touch with online platforms in search for a solution.

Meanwhile, the Industry organizes offline visits to or exchanges with the law-enforcing
agencies, including customs, administration of market regulation and public security
bureau, to build up the understanding of one another in favor of the intellectual property
protection for brands.
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