Page i

Global market review of the denim
and jeanswear industries 1

forecasts to 2016

2009 edition

By Malcolm Newbery

May 2009

Published by

Aroq Limited
Seneca House
Buntsford Park Road
Bromsgrove
Worcestershire

B60 3DX

United Kingdom

Tel: +44 (0)1527 573 600
Fax:  +44 (0)1527 577 423

Web:  www.just-style.com

Registered in England no: 4307068

© 2009 All content copyright Aroq Ltd. All rights reserved. /m’t_styl =
—




Page ii

Single-user licence edition

This report is provided for individual use only. If you would like to share this
report with your colleagues, please order additional copies or sign up for a

multi-user licence by contacting:

Kathryn Wedgbury

Research manager, just-style.com

Tel: +44 (0)1527 573 604

Email: kathryn.wedgbury@just-style.com

Copyright statement

© 2009 All content copyright Aroq Limited. All rights reserved.

This publication, or any part of it, may not be copied, reproduced, stored in a
retrieval system, or be transmitted in any form by any means electronic,
mechanical, photocopying, recording or otherwise without the prior written
permission of Aroqg Limited. This report is the product of extensive research
work. It is protected by copyright under the Copyright, Designs and Patents Act
1988. The authors of Arogqg Limitedds
range of professional and academic disciplines. The facts within this report are
believed to be correct at the time of publication but cannot be guaranteed. All
information within this study has b
publ i sher 6s eitheriaccept yespondibility fornloss arising from

decisions based on this report.

Incredible ROI for your budget i single and multi-user licences

We understand the pressure your research budget is under and price our
reports realisti owalepoyts with'foun, orveeen Gve-fighire
price tags, but you will find that they make some of the competition look
expensive. Each title is available to you on a single-user basis, supplied on the
strict understanding that each title is not to be copied or shared. Alternatively,
tittes can be shared within departments or entire corporations via a cost-
effective multi-user licence. Multi-user licences can also save you money by

avoiding unnecessary order duplication. To further add value, all multi-user

researct

een

n d

reassda

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’z_ sll!yl =
—


mailto:kathryn.wedgbury@just-style.com

Page iii

copies are hosted on a password protected extranet for your department or
company i saving you time, resources and effort when sharing research with
your colleagues. To find out more about multi-user pricing please contact

Kathryn Wedgbury.

just-style.com membership

From just GBP99/US$160/EUR120* a year you will gain access to a growing

portfolio of exclusive management briefing reports, and also receive all new

briefings for each year you are a member. As well as this impressive list of
membersdé6 ohby wyepo also gain one yeards ac
updated stream of news, feature articles and analysis. Established in 1999,

just-style has rapidly evolved into the premier source of global apparel industry

news, analysis and data for busy senior executives. For details of the current

special joining offer visit: www.just-style.com/offer.aspx

*Prices correct at time of publication.

© 2009 All content copyright Aroq Ltd. All rights reserved. /m’t_styl =
—


http://www.just-style.com/offer.aspx

Page iv Table of contents

Table of contents

SiNGle-USEr [ICENCE EUITION ....cii it e et e e e e e e e e e e e aaes i
(0] o)V aTe | g1 80) £-11=T 00 1T o | PO PUPPPPP RO ii
Incredible ROI for your budget i single and multi-user licences ...........c.ccoouveeriieeiniieeinieeene ii
JuSt-Style.COmM MEMDEISNID .....eiiiiiiie e e e e e iii

Table Of CONTENTS ..ooiiiii e iv

LISt OF TADIES . vii

LISt OF FIGUIES ..ttt ettt et et e e iX

Chapter 1 EXECULIVE SUMMMIAIY ..c..uuiiiiiiieiiiieeeiteeaaiteteaaiteee s sibe e e aabeeeeanaseesasbeeeaabeeeeanbbeesanbeeeabeeeeans 1
The current @CONOMIC SIEUALION ........cvviiiieiie e 1
Denim in the context of the fashion INAUSEIY ... 1
DENIM WEAVING CAPACILY ....veeeiutiieiiiieeeiiee e ettt ettt ettt et e s tb e e e s sab e e e sabe e e abb e e e e bt e e e sabeeesneeeeaas 1
Market comparisons with earlier editionS............cccoviiiiiiiiciii e 2

The current denim jeans market, 2008, growth from 2004...

The future denim jeans market, 2012.............
The long-term future denim jeans market, 2016...
Jeans prices..
Brands........cccccoeenneen.
Supply-side issues....

Pricing and cost structures....

Product, market and distribution trends...............cccc 7
Chapter 2 Introduction and eConNoMIC SItUALION ......coiuiiiiiiiiiiiiieie e 9
EVOIULION Of the FEPOM ...t 9
REPOIM COVEIAGE ....etiieieeiiitee ettt e ettt e e e et e e e e e s st e e e e e e e s e e e e e e e e annennes 9

The current @CONOMIC SIEUALION .......cooviiiiiiiieiiii et 10
Chapter 3 Denim and jeanswear: product, markets and the industry ..........cccccccoviiieeeennnne 11
Denim definition @nd OFgINS ........coouiiiiiiii e 11
Jeans definition and OFIgINS..........ueiiii e e s 12
JeaNS NiSTOMY N SOCIELY .....eoiiiiiiiiiie et 12
WOrld regions fOr @NAIYSIS .......c.ciiiiuiiiiieee e e e e e e 14
Denim and jeans: what is included and what is excluded ............ccccooiiiiiieie i 15
Sources Of StatiStICAl AALA .........c..eeiiiiiiiiiii e 16
Denim garment PrOOUCETS..........iiiiiiee ittt e et aneees 17
Denim WEAVING CAPACILY .....oiueeeiiieeeieiiiiei e e e ettt ettt e e e e et e e e e e e sbbbe e e e e e s nennees 17
EXCRANGE TAIES .....ceiiiiiie ittt 20
Chapter 4 The denim jeans market, 2004-2016 ..........c.ccouiiiuriiieeeeiiiiiiireeesesieiereeeeessneneeeeeeae e 22
Comparisons with earlier report editions and other estimates..........cccccoecvveveeeeeiiiciiiee e 22

The historic denim jeans Market, 2004 ..........cooo it 23

© 2009 All content copyright Aroq Ltd. All rights reserved. /m’t_styl =
—




Page v Table of contents

Major regional jeans markets, US dollar values, 2004.............cococuriiiieiiiiiiiiieeeeeeiiies 23
Jeans US dollar values in the rest of the world, 2004...........cccocoeiiiiiininniieneeee, 24
Jeans units and consumption per person by region, 2004............cccccooviiiieieeniiiiiieeeenn 25
Jeans prices by region, 2004 ............eiiiuiieiiiie et 27
The current denim jeans market, 2008 ..........coooiiiuiiiiiiiiiiiie e 28
Major regional jeans markets, US dollar values, 2008...........c...cceeiiirieriieeenieeeinieeens 28
Jeans US dollar values in the rest of the world, 2008..............cccoeviiieiiiiieiiiiee e 30
Jeans units and consumption per person by region, 2008.............cccceoruieeriiieeniieeennns 30
Jeans prices by region, 2008 ............uuiiiii ittt 32
The future denim jeans market, 2012 ..........ccoiiiiiiiiiiiiiiie e 33

Major regional jeans markets, US dollar values, 2012....

Jeans US dollar values in the rest of the world, 2012........... 35
Jeans units and consumption per person by region, 2012....
Jeans prices by region, 2012.................
The long-term future denim jeans market, 2016.....................

Major regional jeans markets, US dollar values, 2016....

Jeans US dollar values in the rest of the world, 2016.....

Jeans units and consumption per person by region, 2016....

Jeans prices by region, 2016 .........cuiiiiiiieiiiiieeiiie e 42
Long-term trends, 2004 £0 2016 ........ccoiuuiieiiiieiiiiee ettt 43
Chapter 5 The denim jeans market: alternative and pessimistic SCeNarios..........ccc.cceeeueeee. a7
Comparison with the estimates and forecasts in Chapter 4 ...........coccceviiiiiniie e a7
Alternative and pessimistic denim JEans SCENANIO. ...........cuviiiiiiieiiiii e a7
Chapter 6 Jeans distribution and PriCing ..........cccocviiiiiiii i 51
JEANS PIICES. ..ttt ettt ettt e et e et ettt e e e 51
Jeans retailers and their purchasing QUAaNTITIES. .........ccovcuiiiiiiiieiie e 55
Who are the jeans brands and the jeans retailer own labels?...........ccococeiiiiiiiiiiiiiicenen, 56
Brands and retailer own labels in the jeans price-fashion matrix...........cccccocveerniiiniiicennnn. 57
Specific jeans brands and retailer own labels in the jeans price-fashion matrix .................... 59

The JEaNS PriCING ONION .....coiiuiiiiiiiie ettt eeee e 61
Chapter 7 Denim and jeans SUPPIY-SIdE ISSUES ........coiuiiiiiiiieiiiiceiiiee e 63
The evolution of the jeans and denim supply Chain ...........ccccceiiii e 63
Jeans and denim pricing, @nd COSt SITUCTUIES. ........cuutiiiiiieiiiie et 66
Examples of shifting denim and jeans supply Chains...........ccccccoiiiiii 71
Cone Denim (the International Textile Group, ITG) .....cccoiiiiiiiiiiniiiiieee e 72

TAVEX ettt e e e e e e e e e e e e e e e e e reee s 72

TUIKEY SINCE 2007 ...eeeieeiiiiiteeee e e ettt ettt e e e e ettt e e e e s b e e e e e e e anbnbe e e e e e e annbeneeeaens 73

Denim in India: @ growth SEOMY........coouiiiiiiiii e 73

Raymond of India and UCO of Belgium............cccuuiiiiiiiiiiiiiiiieeiieeee e 73

Diesel @nNd ANVING.......coouiiiiiiiii e 74

Chapter 8 Product, market and distribution trends ..........cccvveveeiiiiiiie e 76
The nature of trends in the denim and jeans markets............ccccooiiiiniiiiiiiie e 76
NEW DIANGS ..o s 78
AULNENTICITY ...ttt e et 79

The crowded denim JEANS MATKEL ........oouuiiiiiiee e e s 79

© 2009 All content copyright Aroq Ltd. All rights reserved. /m’t_styl =
—




Page vi Table of contents

Distribution in the Jeans Market ... 80

© 2009 All content copyright Aroq Ltd. All rights reserved. M- slli Yle
-



Page vii List of tables

List of tables

Table 1: Jeans unit consumption and denim metres usage, 2008 ...........ccccovvveeriieenrieeesnieeeeninn 18
Table 2: Major currency exchange rates, as at 20 September 2007 ............ccoeeiriiiiiiiieeniiiiiiieeeenn 20
Table 3: Major currency exchange rates, as at 6 April 2009 ...........cceeiriiieiiiieeniee e 20

Table 4: Jeans retail market value, market share and population by region, 2004 (US$m, % and m

[S1T0] o] 1= I PSP PPOPPPPR 23

Table 5: Jeans retail market units, market share, population and consumption by region, 2004 (m

UNItS, %6 @nd M PEOPIE) .....veiiiiiiie ittt 25
Table 6: Jeans retail market value, units and prices by region, 2004 (US$m, m units, US$)......... 27

Table 7: Jeans retail market value, market share and population by region, 2008 (US$m, % and m

J01To] o] =) PP PPPUPPPN 28

Table 8: Jeans retail market units, market share, population and consumption by region, 2008 (m

UNits, % and M PEOPIE) .....uviiiiiiieiiii et e 30
Table 9: Jeans retail market value, units and prices by region, 2008 (US$m, m units, US$)......... 32

Table 10: Jeans retail market value, market share and population by region, 2012 (US$m, % and
LI L=To] o] () T PSR PTOUPPT 33

Table 11: Jeans retail market units, market share, population and consumption by region, 2012 (m

UNItS, %6 @nd M PEOPIE) .....veiiiiiiieiieie ettt 36
Table 12: Jeans retail market value, units and prices by region, 2012 (US$m, m units, USS$)....... 37

Table 13: Jeans retail market value, market share and population by region, 2016 (US$m, % and

[l o T=To] o] () O ST PP S PP PP PPPPPRPP 39

Table 14: Jeans retail market units, market share, population and consumption by region, 2016 (m

UNItS, %0 @nd M PEOPIE) .....eiiiiiiiieiie e 41
Table 15: Jeans retail market value, units and prices by region, 2016 (US$m, m units, US$)....... 42
Table 16: Jeans retail market value and % change by region, 2004-2016 (US$m and %)............ 43
Table 17: Jeans retail market units and % change by region, 2004-2016 (US$m and %)............. 45

Table 18: Percentage (downward) changes to jeans volumes and prices by region, 2008-2011 (%)

Table 19: Alternative scenario: Jeans retail market value by region, 2004-2016 (US$m).............. 48

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’t-styl =
—




Page viii List of tables

Table 20: Alternative scenario: Jeans retail market units by region, 2004-2016 (US$m)............... 49
Table 21: Jeans market overall percentage growth by region, 2016 over 2008 (%0)..........ccccevueue.. 50
Table 22: Retail formats and brand/own label stocking preferences............ccccooiiiiiiiiiiiiinnenn. 54
Table 23: JEaNS COSE SITUCLUIE ..........eiiiiiiirieie et 67
Table 24: Retail, wholesale and fabric added value chain by region, 2008.............ccccceeeviiiiieeennn. 69

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’t-styl =
—




Page ix List of figures

List of figures

Figure 1: The generic price-fashion MAaLTX ..........cooiiiiiiiiiiiiiie e 52
Figure 2: The jeans price/fashion MEatriX............ouiuueiiiiiiiiiiiii e 58
Figure 3: Specific jeans brands and retail own labels ..............cccocoiiiiiii e 60
Figure 4: The producer-to-consumer supply Chain ............ccuueiiiiiiiiiiii e 65

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’t-styl =
—




Page 1 Chapter 1 Executive summary

Chapter 1 Executive summary

The current economic situation

In this, the fourth edition of the report, consumer, brand and retail market

themes are considered but unavoidably from the perspective of the current

economic O6credit cruncho6 situation, and its
worldwide. The report contains an alternative and pessimistic scenario for the

jeansmar ket , one in which the industry is effe

years.

Denim in the context of the fashion industry

The nature of the fashion industry is that it needs constant change to drive its
consumer market. This has meant that jeans and denim have undergone many
moves from fashion to commodity, back to fashion and back to commodity
again. This has also meant that the product means different things to different
consumers. To some consumers and retailers it is a basic, to others a high

fashion statement.

It is also fair to say that since the 1950s, jeans have been a constant part of all
wardrobes, worn by an ever increasing age range of consumers. The original
jeans generation, who are now aged 60-years-old and up, have refused to

grow old gracefully, and continue to wear their badge of denim youthfulness.

Today, as the brands fight to convince the young that denim is still cool, even
though their parents are wearing it, the marketing of jeans has incorporated
concepts such as product authenticity, music connotations, celebrity

endorsements and product placement in films.

Denim weaving capacity

Most, but not all, denim goes into the manufacture of jeans. The rest goes into
a variety of other clothing and industrial products like tarpaulins. Total denim
usage in jeans is estimated for 2008 at 2,239m linear metres. Most denim is
woven as 150cm wide fabric, and the linear metres figure equates to almost
exactly 5,200m square yards (the US method of explaining capacity) of denim

produced per year.
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Market comparisons with earlier editions

World market figures have been reviewed since the last edition but only minor

changes have been made to the global summary figures. It is now estimated

that the world jeans market in 2004 was:

e

MW W W W

worth US$50.5bn, an upwards revision of just 2%, from the previous
edition;

composed of 1,724m pairs of jeans;

bought by a world population of 6,267m;

one pair of jeans was bought per 3.64 men, women and children;

the average price of a pair of jeans was just over US$29;

The current denim jeans market, 2008, growth from 2004

The current overview of the jeans market worldwide is that:

é
é
é

it grew in US dollar value by US$1,256m to reach US$51,749m;

dollar growth was 2.5%;

unit growth exceeded dollar growth: unit growth was 72m, reaching
1,796m pairs of jeans;

unit growth was 4.2%;

average prices worldwide fell from US$29.29 to US$28.81, down by
1.6%.

The main growth regions over the period from 2004 have been:

]

Eastern Europe and Turkey where the combined percentage share as
asub-r egi on accounts for 6% of the
5% in 2004. It has grown in value by US$331m, an increase of 13%.
Central and South America and the Caribbean has grown by a smaller
6%, but this accounts for an extra US$99m worth of jeans.

Southeast Asia, the Indian sub-continent and China still account for
only for 3% of jeans retail consumption. However, these three sub-
regions have grown in US dollar value from US$1,680m to
US$2,057m. This is a dollar value increase of US$377m, which is
22%.

The Western European market has actually declined by US$70m.

© 2009 All content copyright Aroq Ltd. All rights reserved.
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Page 3 Chapter 1 Executive summary

The future denim jeans market, 2012

Because of the current credit crunch, just-style has prepared two future
scenarios, for both the short (2012) and longer-term future. The first is based
on a positive view of world demand for denim and jeans. The second is more

pessimistic.

The positive overview of the jeans market worldwide is that by 2012, compared
with 2008:
3 it will grow in US dollar value by US$2,486m from US$51,749m to
reach US$54,235m;
dollar growth will be 4.8% over the period;
jeans units will grow by 114m from 1,796m to reach 1,910m;
unit growth as a percentage will outstrip US dollar growth. Unit growth
will be 6.3%;
3 average prices worldwide will fall from US$28.81 to US$28.40, a
reduction of 1.4%.

Spring 2009 could hardly be a more difficult time at which to forecast the long-
term growth prospects of the denim and jeans markets around the world. just-
sty has produced an alternative Opessimisticéo
industry. In it the world market in 2009 will be US$3bn lower than the original
forecasts. By 2016, the industry will have grown by 10% over 2008, as against
the original forecast of 11.7%. This will effectively set the industry back by

three years.

The long-term future denim jeans market, 2016

The positive scenario of world demand for denim and jeans suggests a rosy
future but one in which growth is thoroughly uneven between regions. This
overview of the jeans market worldwide is that by 2016:
3 it will grow in US dollar value from the 2012 forecast by a further
US$3,567m from US$54,235m to reach US$57,802m;
dollar growth will be 6.6% over that period;
jeans units will grow by 147m from 1,910m to reach 2,057m;
unit growth as a percentage will continue to outstrip US dollar growth.
Unit growth will be 7.7%. This is a direct consequence of the shift in
the market away from developed countries and towards the rest of the

world;

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’t-styl =
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Page 4 Chapter 1 Executive summary

3 average prices worldwide will consequently continue to fall. In 2012
they are forecast to be US$28.40. By 2016 they will be US$28.10, a

reduction of 1.1%.

In the long-term scenario, which is 2016 over 2008:
3 North America will still have 35% of consumption, and will have a
relationship factor (jeans per individual) which will have risen once
again from 7.0 in 2012 to 7.3. There is no long-term halt to the

increasing demand for jeans per individual.

3 However, Europebs share of wWanrby d cons um

another 2% to stand at 35%. Although the European market will have
grown by US$302m, this masks a fall in the market in Western Europe
of US185m.

3 In Japan and South Korea, the jeans market value will rise somewhat
to reach US$9,090m (up by US$432m which is 5.0%).

3 The rest of the worldds percentage share

to grow, rising from 12% in 2012 to 14% by 2016. The US dollar value
of the jeans market in the rest of the world will rise by a dramatic
US$1,502m (23%) from US$6,485 to US$7,987m.

Within the rest of the world, the 6ébig wi
3 Eastern Europe and Turkey will experience growth of 19m units
(12.2%);
The Indian subcontinent will grow by 28m units (a remarkable 30%);
China will grow by 20m units (24%);
Southeast Asia will grow by 13m units (15%);

The last three sub-regions continue to dominate the growth of the jeans
market. Together they have a combined increase of 61m units, nearly half of

the unit growth in the world.

Jeans prices

The same (or a very similar) jeans product (a pair of trousers designed with a
back yoke instead of the traditional formal trouser construction, containing five
pockets, and made of cotton denim) can be sold in the developed world at
three completely different price points:

3 as abasic commodity jean at prices around or below US$30;

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’t-styl =
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Page 5 Chapter 1 Executive summary

3 as a basic or traditional (mainstream) brand or retail own label jean at
prices between US$50 and US$100;

3 as a fashion brand or designer label at anything from US$100 right up
to US$500, probably averaging US$150.

This concept helps to explain how different
fashion segments:
3 basic/traditional low price: owned by multiple chains, discounters, and
supermarkets offering o6val ued;
3 fashion low price: owned by fast fashion multiples not too concerned
about quality;
3 basic/traditional medium price: owned by mainstream brands and
medium-priced conservative retailers;
3 fashion medium price: owned by contemporary brands and medium-
priced more fashion-forward retailers;
3 traditional high price: quality materials, authenticity, a strong and
i mmedi ately recognised &6édnamebd, bel onging
well or to retailers with history;
3 fashion high price: guality but décutting

designeror6 hot 6 br and.

Brands

The original big three brand names were 1T and remain i American, by
geography, ownership and marketing attitude:

3 Levi Strauss;

3 Lee;

3 Wrangler.

The last two, (Lee and Wrangler) are owned by the US clothing conglomerate
VF Corporation (Vanity Fair). These three brands would argue that they are
the only genuine global jeans brands. However, the numbers of jeans brands
around is huge, certainly wel/ over 200 oOse

other insignificant ones.
All these brands, together with retail own labels, are sold to the end consumer

at a wide variety of price points. In each price point segment, there is a

proportion of the total jeans market. In summary:

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’t-styl =
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Page 6 Chapter 1 Executive summary

3 the absolute top level (the designer and celebrity brands that get a lot
of fashion press) selling at above US$200 have only 0.25% of the
jeans units market but 2% of its value;

3 high-priced jeans retailing between US$100-200 have just under 4% of
the units but 17% of the marketds value;

3 well above middle price-point jeans priced at US$60-100 have just
over 10% of the units and 26% of the US dollar market value;

3 the above middle level, priced at US$40-60 (the preserve of middle-of-
the-road retail chains and mainstream brands) have 12% of the units
and 19% of the value;

3 the fifth group, priced at US$20-40 (below middle) is actually the group
in which the global average of US$29 falls. It accounts for 24% of
volume and 20% of value;

3 the two bottom groups (budget and anonymous) between them have

hal f the wor | do softheworid gandvalte. onl 'y 16 %

Supply-side issues

The jeans supply chains started changing in Europe as early as the end of the

1960s, when the EU (European Union) accept e
processingd. This was a pol ié¢ shpg@ng ofarr angeme
materials from higher to lower-cost countries, so that the labour-intensive work

of garment sewing could be accomplished more cheaply.

I n todayods denim and j eans worl d, t her e e
interlocking supplier relationships. Looking at it from the top down:
3 There are three ways in which the jean reaches the consumer. They
are through an own label retailer, a retailer of brands or a seller of
anonymous Ono name6 merchandi se.
3 The retailerds rel at i asndlyhdngto-ong, toh t he s urg
whit, most own label suppliers only do that, most brands only supply
brand retailers (although some do work u
well) and anonymous merchandise is provided through anonymous
suppliers.
3 However, when it gets to the jeans manufacturer, the picture can
become much more complex. In own label, the supplier often is the
manufacturer. The brand may do its own manufacture, but as the
example of Levi, (a brand with no remaining factories) shows, you do

not have to manufacture your own brand. Some external

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’t-styl =
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Page 7 Chapter 1 Executive summary

manufacturers (purely specialists in sewing jeans) serve all three
routes.

3 And it can get even more complex. The external manufacturer may
itself use either fully factored (they do the entire job) or CMT (cut,
make and trim) subcontractors.

3 Finally, in todayds gl obal economy, t he
separate entity. The skills and capital investments in denim weaving
are completely different to either manufacturing or organising the
supply of garments. The weaver, however, is likely to supply any or all
of the manufacturer types. They may also be supplying the brand or
own label that specifies the use of their denim (and pays them), and

then delivering direct to the manufacturer.

Pricing and cost structures

Retall prices to the consumer can vary from well over US$200 for the designer
jean in the developed world to US$10 for th

world.

The mark-up (the difference expressed as a multiple between the price at
which the jeans are sold to the consumer inclusive of sales tax, and the price
at which the jeans were bought) varies between a multiple of four for a
designer jean in the developed world and a multiple of 1.5 for a budget market
jean in the developing world. This leads to a buying/wholesale price of
anything between US$50 and US$6.67.

Thi s buying price (whi ch i s t he manufactu
middleman trading profit) is composed of materials, labour, manufacturing
overhead and the manufacturerdéds profit. Witt
denim element can be anything from US$10 down to US$3, explaining how
denim can be sold at prices varying from US$8 per linear metre down to
US$2.40 per metre. As these are averages, it is certain that some denim fabric

is sold for as little as US$1.50 per linear metre.

Product, market and distribution trends

The market is at a cross roads. After five years in which premium brands at

high prices encroached somewhat on the mid-priced mass market, the credit
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crunch may reverse that. In order to counter this, brands will resort to a

number of marketing strategies, which may be described as:

e

MW W W W

keep shifting brand position;
stay true to your roots;

create celebrity themes;
concentrate on customer loyalty;

fight on price.

For many brands, the secret was seen to be integrating forward into retail.

Now, just-style believes it is more likely to be the internet (clicks), than physical

shops (bricks). | n todaydés recessionary situation,

most likely investment for a jeans business.
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Page 9 Chapter 2 Introduction and economic situation

Chapter 2 Introduction and

economic situation

Evolution of the report

This is the fourth edition of just-s t y demith &ind jeans report. The first edition
valued the market for jeans and then concentrated upon global brands, and
their fight with a multitude of other brands, and with some big-hitting private-

label retailers.

The second edition reviewed the sector worldwide, from the point of view of
brand positioning. This provided insightful analysis of a product sector

determined to convince the consumer that denim is cool as well as practical.

The third edition evaluated the attempts and successes of the major brands to
export this mindset to the developing world, concentrating on the battle to
convince the developing market consumer why they should wear jeans, and

whose jeans they should wear.

In this forth edition, the same themes are considered but from the point of view
of the current economic situation, and its effect on the fashion retail industry

worldwide.

Report coverage

In Chapter 3, the product sector is defined in the context of the garment, the

fabric and the consumer attitude to wearing jeans.

Chapter 4 looks at the total jeans market, which is estimated to be worth
US$51.75bn for the calendar year 2008. That monetary estimate is segmented
by region, and expressed in units, consumption per person per year, and by
the retail price paid. Forecasts are made on the same basis up to 2016. There
could not be a more difficult time than now to make long-term forecasts in the
fashion industry, so in Chapter 5, an alternative and pessimistic scenario is

created for the denim jeans industry.
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Page 10 Chapter 2 Introduction and economic situation

Chapter 6 addresses the distribution of both brands and retail own label, and
their relative prices. The denim jeans industry is composed of national and
international retailers, global and regional jeans brands, and of manufacturers
in lower-cost countries, whose names are unknown to the consumer, but

important to the industry.

Continuing with jeans economics, Chapter 7 concentrates on the supply side
of the industry, and the manner in which different brands position themselves.
Chapter 8 considers whether company
are likely to change as a result of the credit crunch. Changes will affect both
distribution and the supply chain, and this is considered in Chapter 8, in
particular the future nature of international strategic alliances within this most

global of branded clothing sectors.

The current economic situation

This report was commissioned in October 2008, just as the full nature of the
effect of the banking crisis began to become apparent. Since then we have
seen:
3 the collapse of investment banks (Lehman Brothers);
3 the ruin of entire national financial sectors (Iceland);
3 the effect of that on fashion retail, especially in the US (Mervyns) and
the UK (Mosaic).

The effects are now working their way through into the distribution and
manufacturing systems for jeans around the world. As mentioned earlier,

Chapter 5 contains an alternative and pessimistic scenario for the jeans

6s

atti
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mar ket, one in which the i ROudbyryhreeefykacsi
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Chapter 3 Denim and jeanswear:

product, markets and the industry

Denim definition and origins

There are, as just-style has pointed out in previous editions, varied and

sometimes contradictory explanations of both the product, and its origins.

According to The Apparel Search Company denimisa fir ugged cotton t wi

t e x tlts fulleraefinition contains the following:

AiDeni m, in American usage since the |l ate 1E¢
cotton twill textile, in which the weft passes under two (twi-6doubl ed6 or mor e
warp fibres, producing the familiar diagonal ribbing identifiable on the reverse

of the fabric, which distinguishes denim from cotton duck. Denim was
traditionally coloured blue with indigo dye

denoted a different, | ighter cotton textile.
The Courtaulds Textile Dictionary is more succinct:

AiDeni m i s a p ator af aotioh fabric, defnedsas B/1i warp-faced
twill fabric, made from a yarn dyed warp and an undyed weft yarn. Traditionally

the warp was indigo dyed. o

An anonymous writer on the internet has much to say on the subject of
deni mbés or i githefollowifigrexract isndkénc h

iDenim fabric is a cotton fabric. Legend and
discuss the origin of the name denim. Most reference books say that denim is
an English corruption of the Frgefaorib phr ase,
from the town of Nimes in France. However, some scholars have begun to

guestion this explanation.

AiThere are a few schools of thought on the
serge de Nimes fabric traces back to France prior to the 17th century. At the
same time, there was also a fabric known in

composed partly of wool.

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’z- s'l'yl =
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ATo confuse things even mor e, another

this same time. Research on this textile indicates that it was a fustian i a
cotton, linen and/or wool blend 7 and that fustian from Genoa, Italy was called
0j eand. This is evidence of a fabri
apparently quite popular and imported into England in large quantities during
the 16th century. By the end of this period, jean was being produced in
Lancashire. By the 18th century, jean cloth was made completely of cotton and
used to make mendés <clothing, valued

even after many washings. 0

Jeans definition and origins

It is known that George Washington, when President of the US, toured a
denim mill in 1789. But the partnership of denim and jeans as one apparel idea
stems from the inception of Levi Strauss and Co. As its website proclaims:

i Levi ss@nddarab Davis listened. Jacob was the tailor who in the 1870s
first fashioned heavy cotton <c¢loth,
overall sbéd for miners seeking durable
for patenting and mass production of the product, enthusiastically embracing
the idea and bringing it to life. The rest is history: the two created what would

become the most popular clothingintheworldd bl ue j eans. 0

Jeans history in society

The following extracts are taken from writings by Pauline Weston Thomas for
Fashion-Era.com, charting the move of jeans from its first 80 years of life as a
hard-wearing fabric used in work clothing to a fashion statement based upon
the breakdown of traditional codes of dress, particularly in universities. This

was the birth of the jeans culture. She says that:

c

fabri

bei
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AEventually in the 1950s peopiljetabdtgnan t o

iLevi bés jeans, rather than worueethegdn wai st
to produce jeans. Other brand names such as Lee Coopers and Wranglers

al so became famous. Each brand is renowned

Jeans fashion history was truly made in the 1950s when film stars wore it in
movies that the teenagers of the day followed with avid interest. Once pop and
film stars like Elvis Presley, James Dean, and Marlon Brando sported them,

they became desirable internationally in the 1950s and are associated with

© 2009 All content copyright Aroq Ltd. All rights reserved.
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rock-and-roll and pop music. Later in the 1960s, jean brands old and new were

worn universally in the western world.

In the 1970s, individuals began to really personalise flared bell bottom versions
of jeans and added bells up the sides of flared leg styles. Floral and abstract
textural embroidery, metal eyelets and studs, transfers, appliqué and even
anti-war graffiti biro writing were all popular forms of decoration. Jeans were a
great hit with flower people and the hippie revolution. Jeans were the only

uniform to wear to a 1970s pop concert.

Jeans never seemed to die, as individuals would cut off the legs to make
Bermuda shorts, then short shorts or even duffle bags using a cord to draw up

the waist loops. Old jeans got recycled into patchwork jeans and skirts.

The most famous jeans are still probably those produced by Levi as Levi 501s.
Pre-shrunk jeans had been introduced in the 1960s. 501s traditional button fly
jeans designed in the Victorian era need to be shrunk to fit. They were a huge
hit again in the 1980s when reintroduced to a new generat i o n . I n
television advertisement, model Nick Kamen removed his jeans and stripped
to his underpants at a launderette. He proceeded to launder the jeans making
them 6éshrink to fitdé t o | hebrd it timrough the
grapevine. Kamen helped make jeans into a new fashion item for a new

generation with the clear link to sexual allure.

ABy the 1980s, ri pped, frayed and torn

jeans from white through to pastels were also popular as were stonewashed
blue jeans. In the 1980s, designer jeans, with labels like Gloria Vanderhbilt,
Calvin Klein and Armani among so many fashion designers, became the
designer-label jeans to be seen wearing. Stonewashed jeans became a must-

have.

ABy the 1990s, Jery popular fr a ehilesandijeamsen general
were seen a lot in the early 1990s. But shades of blue are always loved and
sometimes the darkest shade is high fashion and sometimes the most washed

out faded pairs become the hottest

AToday i n shhe premium gldnimimarket is status ridden and has
coded tribal signs and signals with not so subtle stitching, logos, tabs,

decorative pockets, shading and distressing. The signs are easily decoded by
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those who recognise the little differences. Whether or not it truly matters is
anot her discussion. But ités fair to
to celebrity aping, and in a status driven society wanting the brands that

celebrities are wearing.o

So it is fair to say that since the 1950s, jeans have been a constant part of the
wardrobe, worn by an ever increasing age range of consumers, as the original
jeans generation, who are now 60-years-old plus, refuse to grow old gracefully,
and continue to wear their badge of denim youthfulness. Capitalising on this
and ever since then, jeans brands have sought to innovate the fabric, the

fabric finish and the product to continuously refresh consumer interest.

The nature of the fashion industry is that it needs constant change to drive its
consumer market. This has meant that jeans and denim have undergone many
moves from fashion to commodity, back to fashion and back to commodity
again. This has also meant that the product means different things to different
consumers. To some consumers and retailers it is a basic, to others a high

fashion statement. Branding is an integral part of this perception.

Today, as the brands fight to convince the young that denim is still cool, even
though their parents are wearing it, the marketing of jeans has incorporated
concepts including:

3 authenticity;

3 music;

3 celebrity endorsement;

e

product placement in films.

World regions for analysis

To analyse consumption, and production, the world has been split into a
number of areas, based on their jeans and denim history, and not solely on
geography. They are:

3 North America;
Western Europe;
Eastern Europe and Turkey;
Middle East;

Indian sub-continent;

M W W W W W

Japan and South Korea;

Russia and the 6Stansd (the for mer

say muc

USSR) ;

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’t-styl =
—



Page 15 Chapter 3 Denim and jeanswear: product, markets and the industry

China;
Southeast Asia and the Pacific;
Australia and New Zealand;

Central and South America and the Caribbean;

MW W W W W

Africa.

Each region can be viewed in terms of its o&p
will be influenced by affluence, the attractiveness of a Western lifestyle,
climate and culture. Although the balance of jeans consumption is changing
and swinging ever more towards the developing world, the scale and the split
of the world market justifies four larger geographic regions, namely:
3 North America;
3 all Europe and Turkey;
3 Japan and South Korea;
]

the rest of the world.

Denim and jeans: what is included and what is excluded

It is important for the purpose of this report to clarify what has been included

and what excluded in the definition of jeanswear. This report is about denim

and jeans, and not the denim industry in its totality. But jeans are far and away

the most i mportant end use of deni m. The | e
womanos or chil dbés trouser, mo s t probably,
pockets (the five-pocket Western jean). Although they are almost always

manufactured in the same factories, denim shorts are not included with denim

jeans. This has been done to preserve some consistency with official (SIC,

standard industrial classification code) definitions.

As mentioned earlier, the garment will be made from cotton woven as a warp-
faced twill fabric, with a yarn dyed warp and an undyed weft yarn, and most

usually with the warp yarn indigo dyed.

The definition above tells the reader what is included. But what is excluded?
Excluded are:
3 womesndand girl sd denim skirts;
3 denim jackets;
3 denim shorts (although it is difficult to tell where a short ends and a
jean begins);

3 bags and hats made of denim;

© 2009 All content copyright Aroq Ltd. All rights reserved. /w’t-styl =
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3 tents, tarpaulins, etc;

3 other clothing made of denim, right down to denim bras and briefs;

just-style estimates that the jeans participation share within the total denim

industry lies between 75% and 80%, by both volume and value.

Sources of statistical data

Reliable data on the jeans market is confined mostly to developed markets.
The data comes from a variety of:
3 consumer studies;
retail consumption statistics;
production statistics;
government trade statistics;

information from brands;

M W W W W

information from fabric suppliers.

In the retail clothing industry in the developed world, consumption figures are
often based on O6épanel &6 studies of a group
tendency for willing consumers to either genuinely be above-average spenders
or to be generous when explaining either the volume or the value of what they
buy. Consequently, industry watchers assume that consumer data is
overstated. Moreover, consumer data is only collected in the developed world,

where there is a O6properd retail mar ket . Sal

India and Africa can only be calculated from informed trade knowledge.

Conversely, production and trade figures are based upon government-
collected statistics. These are likely to be understated as companies either fail
to deliver statistics, or deliberately conceal them, if they are part of either the

Obléackr 6égreyd economi es.

Government statistics are filed as a series of SIC (standard industrial
classification numbers). These are generic and not fashion specific. The part of
the trouser market that includes jeans is defined loosely as trousers made of
85% or more cotton. These could be jeans. They could be other casual
trousers. Finally there exists the well known phenomenon of reclassification of
export figures to take advantage of quota availability or the lack of it at different

times.
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This report addresses the information gap, by using data from a variety of
sources, both factual and anecdotal worldwide. Although this is not proven in
an actuarial sense, the fact that a Textiles Intelligence report on the world
denim jeans market for 2004 (published in March 2006) estimated the market
at US$49bn is reassuring. just-s t y lestirbate for the same year in the third

edition was US$50.5bn, a variance of only 3%.

Denim garment producers

In most of the apparel manufacturing industry, companies specialise by
garment type. A company will refer to itself as a trouser specialist, a shirt
specialist or a lingerie specialist. But in the case of denim, the apparel
manufacturers tend to line themselves up by their fabric specialisation. So the
industry has denim specialists who are equally happy to make bags and hats
out of denim, as they are to produce jeans or skirts. This is primarily so,
because of the range of specialist sewing equipment that is required to work
with denim fabric. In addition, most of the clothing that is made of denim is
also:

constructed with rivets, studs and poppers;

manufactured using a particular batch-processing methodology for

garment assembly;

3 finished (washed) at the garment stage.
This lends itself to the use of specific denim manufacturing skills.

Denim weaving capacity

Most (but by no means all) denim is woven on looms, which are 150cm in
width (150cm is just under 60ins, or 5ft). There are, however, still many old
looms at work in the developing countries of the world which produce at a
narrower width, which is close to one UK or US yard (92cms or 3ft). Because
of this, there are two different ways of measuring denim weaving capacity: in

linear metres and in square yards.

The garment industry works mostly in the first method, linear metres. So, a
linear metre of fabric actually contains 1.5 m® In order to convert from

garments to metres, firstly the average rating (which is the amount of fabric

that is required to make a garment) needs
womemms chil drends jeans. I't is around:
3 1.4 |linear metres per manés jean;
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3 i
95 i

near metres

near metres
These sex/age categories probably account for:
3 men: 25-30% of the market;
3 women: 50% of the market;
3 children: 20-25% of the market.

per

per

womanos
chil

drenods

j ean;

j ean.

These figures were used in an earlier edition to calculate and confirm the

relationship between the production of denim and the consumption of jeans. At

that time (2004) an estimate was made by Cone Mills (now renamed Cone

Denim), a high-value end denim producer, that its company accounted for

close to 5% of world denim production. Using that estimate as a basis, it was

calculated that just over 2,000m linear metres of denim were used to make

1,724m jeans. In this edition further information, mostly from the US industry,

has been used to rework that calculation. It is given as Table 1.

Table 1: Jeans unit consumption and denim metres usage, 2008

Jeans units

% share Units (000s) Units by se(éi%’;;
Mends 97 .
Womenos 50 o8
Chil drenos 23 13
Total 100 1796 ]

Fabric ratings

Metres per jean

Units by sex/age

Metres by sex/age

(000s) (000s)
Mends 1.40 485 679
Womenos 1.30 898 1,167
Chil drenés 0.95 413 392
Total jeans and jeans metres 1.25 1,796 2,239

© 2009 All content copyright Aroq Ltd. All rights reserved.
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Table 1 (continued): Jeans unit consumption and denim metres usage, 2008

Denim metres

% share Denim metres (000s)
Jeans 75 2,239
Other denim 25 746
Total 100 2,985
Conversion to US square yards
cm inches feet yards
Width 150 58 4.83 1.61
Length 100 39 3.25 1.08
1 linear metre = 1.74 square yards
Linear metres - - 2,985 5,206

Source: just-style

The proportions of jeans that are menobs,

changed since then. Nor has the rating (the metres of denim that are needed
to make a pair of jeans), although this may be suspect in the context of overall
human physical size increases and the increase of obesity. But new evidence
suggests that the proportion of denim that is used in the making of jeans, as
against other denim products, is nearer to 75% rather than the 80% previously
believed.

As Table 1 shows, these minor corrections have the effect of suggesting that
total denim usage in jeans is 2,239m linear metres. 2,239m metres of 150cm
wide fabric equates to almost exactly 5,200m square yards of denim produced

per year.

The same calculation can be done in reverse to compute jeans production
from denim capacity. Denim capacity worldwide is of the order of 5,800m
square yards. Substantial new capacity has come on stream, particularly in
India, China and Brazil since 2004, and this has not been completely
counterbalanced by reductions in the developed world. Informed industry
sources have suggested that 10% of that is not being utilised (although this
figure could well be rising in the current economic recession). Once that figure

is factored in and the proportion of denim used in other products removed, the
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2008 jeans estimate is virtually the same. just-style is concerned that in 2009,

stocks of both denim and jeans could rise as suppliers seek to keep production

going, rather than halt it.

Exchange rates

The current volatility (amounting almost to chaos) in the currency trading

markets, makes it exceptionally difficult to chart any sensible value in US$ of

the market for denim jeans worldwide.

In the previous third edition of the denim and jeans report, a table was given of

the prevailing rates of exchange of the US dollar, the UK pound sterling (GBP),

the euro (EUR), and Japanese yen (JPY) at 20 September 2007. It is repeated

here as Table 2.

Table 2: Major currency exchange rates, as at 20 September 2007

uss EUR GBP JPY
uss X 0.72 0.49 120
EUR 1.38 X 0.68 165
GBP 2.04 1.48 X 244
JPY 0.008 0.006 0.004 X
Source: Financial Times
These are brought up to date as at 6 April 2009 as Table 3.
Table 3: Major currency exchange rates, as at 6 April 2009
uss EUR GBP JPY
uss X 0.74 0.67 93
EUR 1.35 X 0.91 126
GBP 1.49 1.10 X 140
JPY 0.017 0.008 0.007 X

© 2009 All content copyright Aroq Ltd. All rights reserved.
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Most jeans international trading is done in US dollars. After that, the euro is the

next most important currency.

Between September 2007 and April 2009:
3 a US dollar buys nearly the same amount of euros;
3 aUS dollar buys more than one-third more UK pound sterling;

3 aUS dollar buys 22.5% fewer Japanese yen.

Between September 2007 and now:
3 aeuro buys almost the same amount of US dollars;
3 aeuro buys around one-third more UK pounds sterling;

3 aeuro buys 24% less Japanese yen.

To recap:

3 The yen has appreciated most. Its exports get more expensive.

3 The US dollar has appreciated against the UK pound sterling but not
against the euro.

3 The euro has appreciated against the UK pound sterling but not
against the US dollar.

3 The UK pound sterling is a disaster, which is good for exports but bad
for imports, and almost all jeans are imported from US dollar or euro

currency areas.
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Chapter 4 The denim jeans market,
2004-2016

Comparisons with earlier report editions and other estimates

The third edition used as its base, estimates from a variety of sources for
calendar year 2004. At that time, it was estimated that the world jeans market
was worth US$49bn, and composed of 1,715m pairs of jeans bought by a
world population of 6,372m people (this meant that one pair of jeans was
bought for every 3.7 men, women and children). The average price of a pair of

jeans was US$29.

With the benefit of more recent data, and various cross checks from different
sources, those world figures have been reconsidered. There are only minor
changes to the global summary figures. It is now confirmed that that the world
jeans market in 2004 was worth US$50.5bn (an upwards revision of just 2%)
and composed 1,724m pairs of jeans bought by a world population of 6,267m
(the revised population figures come from the United Nations Population Fund
or UNFPA). One pair of jeans was bought for every 3.64 men, women and

children, and the average price of a pair of jeans remained at just over US$29.

These are the figures that are used throughout this edition as the basis upon

which to forecast the scale and growth of the jeanswear industry up to 2016.
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The historic denim jeans market, 2004

Major regional jeans markets, US dollar values, 2004

For the four major world regions and for sub-regions, Table 4 shows the

relationship between jeans retail dollar values and population.

Table 4: Jeans retail market value, market share and population by region, 2004 (US$m, %

and m people)

Relationship

Retail market Retail market | Population (m Population of market
(US$m) share (%) people) share (%) value to
population
World 50,493 100 6,267 100 -
Major regions
North America 17,745 35 325 5 6.8
Europe (inc Turkey) 19,554 39 590 9 4.1
Japan and South Korea 8,650 17 173 3 6.2
Rest of the world 4,544 9 5,179 83 0.1
Sub-regions
North America 17,745 35 325 5 6.8
Western Europe 17,010 34 378 6 5.6
Eastern Europe and Turkey 2,544 5 212 3 15
Middle East 143 0 190 3 0.1
Indian sub-continent 552 1 1,380 22 0.0
Russia and the 355 1 355 6 0.1
Japan and South Korea 8,650 17 173 3 6.2
China 468 1 1,300 21 0.0
Southeast Asia and Pacific 660 1 550 9 0.1
Australia and New Zealand 720 1 24 0 3.7
South America 1,560 3 520 8 0.4
Africa 86 0 860 14 0.0

Source: just-style

The disparities between retail spending and population in different parts of the

world were considerable. The main points to note are that:
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3 North America had 35% of consumpti on, b u

population. This gives it the highest relationship (purely a factor of 6.8
derived by division) between market dollar value and population.

3 Europe in total (including Turkey) had 39% of consumption, from 9% of
the worlddés popul ation. I n the same t
Europe had 34% of consumption from
population.

3 Japan and South Korea had 17% of consumption, from 3% of the
worl dés popul ati on.

3 The rest of the world had only 9% of consumption, but 83% of the

worl dés popul ati on. Il'ts relationship

At this point in time, jeans were mostly a Western developed world market.

Jeans US dollar values in the rest of the world, 2004
The developed world markets of North America, Western Europe and Japan
may be regarded as being relatively similar in terms of their attitude to and

propensity to buy jeans. By 2004, they were all fairly well saturated.

The rest of the world needs more explanation. First, parts of it have very little
real statistical data. Second, when it comes to purchases by value, the
differences within this region are marked. The main markets for jeans in the
rest of the world break down by jeans purchases in value (in US dollars) per

year, and by population, as shown above in Table 4.

The current state of the sub-regions and their propensity to become serious
jeans markets can be gauged from the relationship factor. The main points to
be highlighted from these figures are that in 2004

3 Eastern Europe and Turkey had the most even balance between retail

value and population. As a sub-region it accounted for 5% of the

abl

j us

fact

worl dés value conswempmtoird d,d sf rpoorp ud % td font. h

undoubtedly potential in this sub-region but the absence of population
growth will work against that.

3 Central and South America and the Caribbean had the second highest
factor amongst developing regions.

3 However, at the time of writing the first edition, it was believed that the
real opportunities for jeans market growth lay in the emerging

economies of Southeast Asia, the Indian sub-continent and China.
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Bet ween

t hem

they

accounted for

population, but only for 3% of jeans retail consumption.

Jeans units and consumption per person by region, 2004

For the four major world regions, the same analysis can be done, comparing

jeans units with the population, to derive consumption. This is shown in Table

5.

Table 5: Jeans retail market units, market share, population and consumption by region,

2004 (m units, % and m people)

Retail market Retail market Population (m Consumption
units (m) units (%) people) per person
World 1,724 - 6,267 0.28
Major regions
North America 683 40% 325 2.10
Europe (inc Turkey) 505 29% 590 0.86
Japan and South Korea 173 10% 173 1.00
Rest of the world 363 21% 5,179 0.07
Sub-regions
North America 683 40% 325 2.10
Western Europe 378 22% 378 1.00
Eastern Europe and Turkey 127 7% 212 0.60
Middle East 10 1% 190 0.05
Indian sub-continent 55 3% 1,380 0.04
Russia and the 0§ 36 2% 355 0.10
Japan and South Korea 173 10% 173 1.00
China 52 3% 1300 0.04
Southeast Asia and Pacific 66 4% 550 0.12
Australia and New Zealand 24 1% 24 1.00
South America 103 6% 520 0.20
Africa 17 1% 860 0.02

© 2009 All content copyright Aroq Ltd. All rights reserved.
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The disparities between different parts of the world are less striking than they
were by value, because of pricing differences. They are, however, still
significant. The main points of note are that:

3 North America had 40% of unit consumption, and a consumption per
person (as verified by Cotton Incorporated and US market
researchers) of 2.1 pairs of jeans per person per year,;

3 Western Europe had 22% of unit consumption, and a per person
consumption rate of 1.0. This figure was obtained from VF Corporation
(Lee and Wrangler jeans) during a discussion about the differences in
willingness to wear jeans between Northern and Southern Europe;

3 Japanand Koreahad 10% of wunit consumption, from 3¢
population;

3 The rest of the world had 21% of unit consumption (compare that to its

9% of wvalue consumption), from 83% of t he

Unit figures from North America and Western Europe have been obtained from
a variety of sources, which correlate well with each other. The North American
jeans market is pretty much one homogenous market. Western Europe,
however, is composed of a number of markets, which have different attitudes

towards jeanswear.

Broadly speaking, Northern Europeans accept the jeans culture and buy jeans.

Southern Europeans buy fewer. The big four countries of, France, Germany,

Italy and the UK have between them 73% of \
They purchase 80 % nser yean &sing puplishecrésearch e a

of nati onal mar ket s, and information obtaine
president, Jeanswear Coalition Europe for VF Corporation, it was calculated

that in both Germany and UK consumers buy more than one pair of jeans per

year, while in France and ltaly, it is fewer than one pair per year. Spain is

similar to Italy. As OO Mddar a sponiontt ejdu satu tt haet
but particularly the culture of dress codes, which has meant that so far we

have been less successful in getting the Latin countries to embraced the jeans

culture to the same degree as Northern Europ

Since 2004, some developing countries have started to provide reliable data
about unit consumption and prices. It is contained in Table 5 and shows that:
3 the markets in Eastern Europe and Turkey, and Central and South
America and the Caribbean contained more than 100m units a year in
2004. This represented 13% of the world market;
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3 the Indian sub-continent and China had around 50m units each. This
was 3% each of the world unit market, but coming from 43% of the
worl dés population. The potential for gro
3 Russia and the 6Stansd accounted for 36m
6% of the population;
3 Africa had only 17m units from its population of 860m.

Jeans prices by region, 2004

Looking at the figures for both value and volume allows some estimates to be
made about average jeans retail prices. This subject will be reviewed again in
Chapter 6, because of the enormous range of prices. In broad brush terms, the

results are contained in Table 6.

Table 6: Jeans retail market value, units and prices by region, 2004 (US$m, m units, US$)

Retail(ﬂg;krﬁ; Units (m) Prices (US$)
World 50,493 1,724 29.29
Major regions
North America 17,745 683 25.98
Europe (inc Turkey) 19,554 505 38.72
Japan and South Korea 8,650 173 50.00
Rest of the world 4,544 363 12.52

Source: just-style

We can see from Table 6:

3 the world average for 2004 was US$29.29;

3 in North America, the average jean cost US$25.98 at retail. That price
almost certainly fell between 2000 and 2004;

3 in Western Europe, the average pair of jeans cost nearer US$45 at
retail. Either brands had managed to keep prices up, or European
consumers were gullible;

3 in Japan and Korea, the figure was slightly higher still at US$50, with
higher Japanese prices complemented by lower Korean prices;

3 in the rest of the world, the average price was nearer to US$12.50.
However, in parts of the world (for instance, much of Thailand, and

countries of East Africa), the market is either barter or black.
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The current denim jeans market, 2008

Major regional jeans markets, US dollar values, 2008
The overview of the jeans market worldwide is that:
3 itgrew in US dollar value by US$1,256m to reach US$51,749m,;
3 dollar growth was 2.5%;
3 unit growth exceeded dollar growth. Unit growth was 72m reaching
1,796m pairs of jeans;
unit growth was 4.2%;
average prices worldwide fell from US$29.29 to US$28.81, down by
1.6%.

For the four major world regions, and for the various sub-regions, Table 7
shows the relationship between jeans retail values and population.

Table 7: Jeans retail market value, market share and population by region, 2008 (US$m, %

and m people)

Relationship

Retail market Retail market | Population (m Population of market

(US$m) share (%) people) share (%) value to

population

World 51,749 100 6,551 100 -
Major regions

North America 18,150 35 335 5 6.9

Europe (inc Turkey) 19,815 38 596 9 4.2

Japan and South Korea 8,670 17 173 3 6.3

Rest of the world 5114 10 5,447 83 0.1
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Table 7 (continued): Jeans retail market value, market share and population by region, 2008
(US$m, % and m people)

Relationship
Retail market Retail market | Population (m Population of market
(US$m) share (%) people) share (%) value to
population

Sub-regions
North America 18,150 35 335 5 6.9
Western Europe 16,940 33 378 6 5.7
Eastern Europe and Turkey 2,875 6 218 3 1.7
Middle East 176 0 210 3 0.1
Indian sub-continent 712 1 1,460 22 0.1
Russia and the 378 1 357 5 0.1
Japan and South Korea 8,670 17 173 3 6.3
China 587 1 1,330 20 0.1
Southeast Asia and Pacific 758 1 575 9 0.2
Australia and New Zealand 750 1 25 0 3.8
South America 1,659 3 550 8 0.4
Africa 94 0 940 14 0.0

Source: just-style

The disparities between retail spending and population in different parts of the
world that applied in 2004 are still there but are less pronounced. In a global
context, these changes appear small but in fact have major implications for the
denim and jeans industries. The main points are that in 2008:
3 North America still has 35% of consumption, from only 5% of the
worl doés popul ati on, and has a relations
slightly to stand at 6.9;
3 Europe now has 38% of consumption (down by 1% from its 39% in
2004), and it has a relationship factor which has also risen slightly to
stand at 4.2. However, the Western European market has declined by
US$70m;
3 Japan and South Korea have remained stable with 17% of
consumption, from 3% of the worldébés popul
3 The rest of the world now has 10% of consumption (up 1% from 2004),

and still from 83% of the worl dds popul at
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Jeans US dollar values in the rest of the world, 2008

The main markets for jeans in the rest of the world break down by jeans

purchases in value (in US dollars) per year, and by population, as also shown

in Table 7.

The main points to be highlighted from these figures for 2008 are found by

comparing growth over the period from 2004:

3 Eastern

accounts f or

Europe and

Tur key bsegign@eowc ent age s

6% of the worl

It has grown in value by US$331m, which is 13%.

dés value consump

3 Central and South America and the Caribbean has grown by a smaller

6%, but this accounts for US$99 million of extra jeans sold.

3 Southeast Asia, the Indian sub-continent and China still account for

only for 3% of jeans retail consumption. However, these three sub-
regions have grown in US dollar value from US$1.680m to US$2.057.

This is a dollar value increase ofUS$377m, which represents growth of

22%.

Jeans units and consumption per person by region, 2008

For the four major world regions, and for the sub-regions, comparisons can be

made of unit growth and per capita consumption jeans units with the

population. This is shown i

n Table 8.

Table 8: Jeans retail market units, market share, population and consumption by region,

2008 (m units, % and

m people)

Retail market Retail market Population (m Consumption

units (m) units (%) people) per person

World 1,796 6,551 0.27
Major regions

North America 702 39% 335 2.10

Europe (inc Turkey) 516 29% 596 0.87

Japan and South Korea 176 10% 173 1.02

Rest of the world 402 22% 5,447 0.07
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Table 8 (continued): Jeans retail market units, market share, population and consumption

by region, 2008 (m units, % and m people)

Retail market Retail market Population (m Consumption
units (m) units (%) people) per person

Sub-regions
North America 702 39% 335 2.10
Western Europe 376 21% 378 0.99
Eastern Europe and Turkey 140 8% 218 0.64
Middle East 12 1% 210 0.06
Indian sub-continent 67 4% 1,460 0.05
Russia and the 06§ 36 2% 357 0.10
Japan and South Korea 176 10% 173 1.02
China 61 3% 1,330 0.05
Southeast Asia and Pacific 72 4% 575 0.13
Australia and New Zealand 25 1% 25 1.00
South America 110 6% 550 0.20
Africa 19 1% 940 0.02

For the four major regions:

Within the rest of the world, there are so me

Source: just-style

3 North America now has 39% of unit consumption (was 40% in 2004),

but is still growing in consumption. Its market is now 702m units. It was
683m in 2004. This is unit growth of 3%.

3 Europe now has 29% of unit consumption (the same as in 2004). In

Western Europe units have actually declined, probably as a result of

the ageing population.

3 In Japan and South Korea units and consumption per person have

increased slightly.

3 The rest of the world in 2008 has 22% of unit consumption (was 21%

of unit consumption in 2004). Jeans units have increased from 363m

to 402m, which is an 11% increase over the period, albeit from a small

unit starting position.

0big

wi nner sé6 whi

marketer should be watching carefully. These are seen in Table 8 from which

the highlights are:
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growth in Eastern Europe and Turkey of 13m units (9.5%);
the Indian sub-continent has grown by 12m units (22%);

China has grown by 9m units (17%);

MW W W W

Southeast Asia has grown by 6m units (9%).

The last three are very important changes. They represent a combined
increase of 27m units, which is 37.5% of the growth in the world.

Jeans prices by region, 2008

The last four years have seen major changes in the sourcing of jeans
production, which has had the effect of lowering prices. The world average
price of a pair of jeans in 2004 was US$29.29. It is now US$28.81. Further

details are given in Table 9.

Table 9: Jeans retail market value, units and prices by region, 2008 (US$m, m units, US$)

Retail(ﬂgg(rﬁ; Units (m) Prices (US$)
World 51,749 1,796 28.81
Major regions
North America 18,150 702 25.85
Europe (inc Turkey) 19,815 516 38.40
Japan and South Korea 8,670 176 49.26
Rest of the world 5,114 402 12.72

Source: just-style

Within that, and by region:

3 in North America, the average jean cost has continued to fall. It is now
US$25.85 (was US$25.98 in 2004 and was higher in 2000);

3 in Europe, the average pair of jeans currently retails at a price of
US$38.40. It has fallen from US$38.72;

3 in Japan and South Korea, the figure has also fallen from US$50 to
US$49.26. However the complexity of the retail distribution chain in
Japan continues to keep prices high;

3 in the rest of the world, the average price has risen to US$12.72 from
US$12.52. This is an important shift (2% up) and reflects the
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willingness of more affluent consumers in those countries to buy into

Western jeans fashion.

The future denim jeans market, 2012

Major regional jeans markets, US dollar values, 2012
This is the first of two future scenarios, and is based on a positive view of
world demand for denim and jeans. The second, more pessimistic scenario is
developed and explained in Chapter 5. At the time of writing, the effects of the
fi
purchase fashion very difficult. The positive overview of the jeans market
worldwide is that by 2012:

3 it will grow in US dollar value by US$2,486m from US$51,749m to

reach US$54,235m;

dollar growth will be 4.8% over the period;

gl obal nanci al 6credit crunchd make forec

jeans units will grow by 114m from 1,796m to reach 1,910m;
unit growth as a percentage will outstrip US dollar growth. Unit growth
will be 6.3%;

3 average prices worldwide will fall from US$28.81 to US$28.40, a

reduction of 1.4%.

For the four major world regions, and for the various sub-regions, Table 10

shows the relationship between jeans retail values and population.

Table 10: Jeans retail market value, market share and population by region, 2012 (US$m, %

and m people)

Relationship

Retail market Retail market | Population (m Population of market

(US$m) share (%) people) share (%) value to

population

World 54,235 100 6,911 100 -
Major regions

North America 18,909 35 345 5 7.0

Europe (inc Turkey) 20,183 37 596 9 4.3

Japan and South Korea 8,658 16 173 3 6.4

Rest of the world 6,485 12 5,797 84 0.1
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Table 10 (continued): Jeans retail market value, market share and population by region,

2012 (US$m, % and m people)

Relationship
Retail market Retail market | Population (m Population of market
(US$m) share (%) people) share (%) value to
population

Sub-regions
North America 18,909 35 345 5 7.0
Western Europe 16,707 31 378 5 5.6
Eastern Europe and Turkey 3,476 6 218 3 2.0
Middle East 241 0 232 3 0.1
Indian sub-continent 1,125 2 1,550 22 0.1
Russia and the 483 1 363 5 0.2
Japan and South Korea 8,658 16 173 3 6.4
China 916 2 1,375 20 0.1
Southeast Asia and Pacific 1,037 2 612 9 0.2
Australia and New Zealand 750 1 25 0 3.8
South America 1,827 3 580 8 0.4
Africa 106 0 1,060 15 0.0

Source: just-style

The disparities between retail spending and population in different parts of the

world that applied in 2004 and 2008 will slowly diminish. In the global context,

these changes may appear minor but in fact have major implications for the

marketing direction and location of capital investment for the denim and jeans

industries. The main points are that by 2012:

3 North America will still have 35% of consumption, from 5% of the

worl dés

However,

popul ati on,
further from the 6.9 of 2008, to stand at 7.0.

Europeds

and

share

wi ||

of wor |

another 1% to 37% of consumption. Although the European market will

have grown by US$368m, the market in Western Europe will have

fallen by US233m.

Japan and South Korea will also lose market share, down from 17% to

16% of consumption, and its market value will be virtually unchanged
at US$8,658m (down by US$12m, which is 0.1%).
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3 The rest of the worl dbés percentage share
10% in 2008 to 12% by 2012. The US dollar value of the jeans market
in the rest of the world will rise by a dramatic US$1,371m (27%) from
US$5,114m to US$6,485m.

Jeans US dollar values in the rest of the world, 2012

Within the dramatic increase in the market for jeans in the rest of the world, the
market in value (in US dollars) per year for sub-regions are also shown in
Table 10.

The main points to be compared for 2012 against 2008 are that:

3 Eastern Europe and Tur keyds -regiagnr cent age
remains at 6% of the worldbés value consur
the market has risen by US$60m to stand at US$3,476m. This
represents US dollar growth of 21%.

3 Central and South America and the Caribbean will have grown by a
smaller 10%, but this will account for an extra US$168m of jeans.

3 Southeast Asia, the Indian sub-c ont i nent and Chinabds pe
share will double from 3% to 6% over the period, and these three sub-
regions will grow in US dollar value from US$2057m to US$3078m.

This is a dollar value increase for these three markets of just over
US$1,000m, and will account for percentage US dollar growth of an
astounding 50%.

Jeans units and consumption per person by region, 2012
For the four major world regions, and for the sub-regions, comparisons can be
made of unit growth and per capita consumption of jeans units. These are

shown in Table 11.
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Table 11: Jeans retail market units, market share, population and consumption by region,

2012 (m units, % and m people)

Retail market Retail market Population (m Consumption
units (m) units (%) people) per person
World 1,910 - 6,911 0.28
Major regions
North America 725 38% 345 2.10
Europe (inc Turkey) 526 28% 596 0.88
Japan and South Korea 175 9% 173 1.01
Rest of the world 484 25% 5,797 0.08
Sub-regions
North America 725 38% 345 2.10
Western Europe 370 19% 378 0.98
Eastern Europe and Turkey 156 8% 218 0.72
Middle East 15 1% 232 0.06
Indian sub-continent 93 5% 1,550 0.06
Russia and the 06§ 40 2% 363 0.11
Japan and South Korea 175 9% 173 1.01
China 83 4% 1,375 0.06
Southeast Asia and Pacific 86 5% 612 0.14
Australia and New Zealand 25 1% 25 1.00
South America 121 6% 580 0.21
Africa 21 1% 1,060 0.02
Source: just-style
For the four major regions:
3 North Americads share of wunit consumpti

but its market in units will continue to grow. By 2012, the North

American market will comprise 725m units. It was 702m in 2008. Unit

growth will be 3%.

3 For Europe in total there will be marginal growth of 10m units. In

Western Europe units will decline from 376m to 370m, as a result of

the aging of the unchanged population numbers.

3 In Japan and South Korea units and consumption per person will

remain virtually the same as in 2008.
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3 By 2012, the rest of the world will have 25% of unit consumption (was
22% of unit consumption in 2008). Jeans units will increase from 402m
to 484m, a 20% increase over the period, albeit from a small base

position.

Within the rest of the worl d, there wild.l
marketer should be watching carefully. These are also visible in Table 11 from
which the highlights are:

3 growth in Eastern Europe and Turkey of 16m units (11.4%);

3 the Indian subcontinent has grown by 26m units (a remarkable 39%);

3 China will grow by 22m units (36%);

3 Southeast Asia will grow by 14m units (19%).

The last three sub-regions exhibit very important changes. They represent a
combined increase of 62m units, which is just over half of the unit growth in the

world.

Jeans prices by region, 2012

Prices are not expected to change as dramatically. The world average price of
a pair of jeans in 2004 was US$28.81. It will be US$28.40 in 2012, as shown in
Table 12.

Table 12: Jeans retail market value, units and prices by region, 2012 (US$m, m units, US$)

Retail(ﬂgg(rﬁ; Units (m) Prices (US$)
World 54,235 1,910 28.40
Major regions
North America 18,909 725 26.08
Europe (inc Turkey) 20,183 526 38.37
Japan and South Korea 8,658 175 49.47
Rest of the world 6,485 484 13.40

Source: just-style

Within that, and by region:
3 in North America, the average jean retail price will cease to fall. It will
rise to US$26.08 from US$25.85 in 2008;
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3 in Europe, the average pair of jeans will be retailed at a price of
US$38.37 (virtually unchanged from 2008);

3 in Japan and South Korea, the average price will also remain stable at
just under US$50. The complexity of the retail distribution chain in
Japan will continues to keep prices high;

3 in the rest of the world, the average price will rise considerably from to
US$12.72 to US$13.40. This is an important shift (5% up) and will
happen as a result of the willingness of more affluent consumers in

those countries to buy into western jeans fashion.

The long-term future denim jeans market, 2016

Major regional jeans markets, US dollar values, 2016
As was mentioned earlier in this chapter, the start of 2009 could hardly be a
more difficult time at which to forecast the long-term growth prospects of the
denim and jeans markets around the world. The positive scenario of world
demand for denim and jeans suggests a rosy future but one in which growth is
thoroughly uneven between regions. This overview of the jeans market
worldwide is that by 2016:
3 it will grow in US dollar value from the 2012 forecast by a further
US$3,567m from US$54,235m to reach US$57,802m;
dollar growth will be 6.6% over that period;
jeans units will grow by 147m from 1,910m to reach 2,057m;
unit growth as a percentage will continue to outstrip US dollar growth.
Unit growth will be 7.7%. This is a direct consequence of the shift in
the market away from developed countries and towards the rest of the
world;
3 average prices worldwide will consequently continue to fall. In 2012
they are forecast to be US$28.40. By 2016 they will be US$28.10, a

reduction of 1.1%.

For the four major world regions, and for the various sub-regions, Table 13

shows the relationship between jeans retail values and population.
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Table 13: Jeans retail market value, market share and population by region, 2016 (US$m, %

and m people)

Relationship
Retail market Retail market | Population (m Population of market
(US$m) share (%) people) share (%) value to
population
World 57,802 100 7,417 100 -
Major regions
North America 20,240 35 355 5 7.3
Europe (inc Turkey) 20,485 35 597 8 4.4
Japan and South Korea 9,090 16 174 2 6.7
Rest of the world 7,987 14 6,291 85 0.2
Sub-regions
North America 20,240 35 355 5 7.3
Western Europe 16,522 29 376 5 5.6
Eastern Europe and Turkey 3,963 7 221 3 2.3
Middle East 332 1 260 4 0.2
Indian sub-continent 1,538 3 1,730 23 0.1
Russia and the 550 1 370 5 0.2
Japan and South Korea 9,090 16 174 2 6.7
China 1,200 2 1,465 20 0.1
Southeast Asia and Pacific 1,266 2 665 9 0.2
Australia and New Zealand 810 1 27 0 3.8
South America 2,176 4 624 8 0.4
Africa 115 0 1,150 16 0.0

Source: just-style

The disparities between retail spending and population in different parts of the

world will continue to be gradually eroded. The main points to note are that by

2016:
ES
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North America will still have 35% of consumption, and will have a
relationship factor which has risen once again from 7.0 in 2012 to 7.3.
There is no long-term halt to the increasing demand for jeans per
individual.
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another 2% to stand at 35%. Although the European market will have
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grown by US$302m, this masks a fall in the market in Western Europe
of US$185m.

3 In Japan and South Korea, the jeans market value will rise somewhat
to reach US$9,090m (up by US$432m which is 5.0%).

3 The rest of the worldds percentage

to grow, rising from 12% in 2012 to 14% by 2016. The US dollar value
of the jeans market in the rest of the world will rise by a further
dramatic US$1,502m (23%) from US$6,485m to US$7,987m.

Jeans US dollar values in the rest of the world, 2016

Within the dramatic increase in the market for jeans in the rest of the world,
purchases in value (in US dollars) per year for sub-regions are also shown in
Table 13.

The main points to be compared for 2016 against 2012 are that:

shar e

3 Eastern Europe and Tur keyo-egiopasescent age s

from 6% to 7% of t hraptiowowith thedUS dolaa | u e

value of the market rising by nearly US$500m to stand at US$3,963m.
This represents US dollar growth of 14%.

3 Central and South America and the Caribbean will also see impressive
growth as a result of emerging economies embracing the jeans
lifestyle. The market there will grow by 19%, and this will account for
an extra US$349m of jeans.

3 Southeast Asia, the Indian sub-c ont i nent and Chi
share will increase from 6% to 7% over the period, and these three
sub-regions will grow in US dollar value from US$3,078m to just over
US$4,000m. This is a dollar value increase for these three markets of
US$926m (30%).

Jeans units and consumption per person by region, 2016
For the four major world regions, and for the sub-regions, comparisons can be
made of unit growth and per capita consumption of jeans units. These are

shown in Table 14.

cons

naos pe
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Table 14: Jeans retail market units, market share, population and consumption by region,

2016 (m units, % and m people)

Retail market Retail market Population (m Consumption
units (m) units (%) people) per person
World 2,057 - 7,417 0.28
Major regions
North America 764 37% 355 2.15
Europe (inc Turkey) 539 26% 597 0.90
Japan and South Korea 182 9% 174 1.05
Rest of the world 572 28% 6,291 0.09
Sub-regions
North America 764 37% 355 2.15
Western Europe 365 18% 376 0.97
Eastern Europe and Turkey 175 9% 221 0.79
Middle East 20 1% 260 0.08
Indian sub-continent 121 6% 1,730 0.07
Russia and the 06§ 43 2% 370 0.12
Japan and South Korea 182 9% 174 1.05
China 103 5% 1,465 0.07
Southeast Asia and Pacific 99 5% 665 0.15
Australia and New Zealand 27 1% 27 1.00
South America 135 7% 624 0.22
Africa 23 1% 1,150 0.02

For the four major regions:

]

Nort h

Source: just-style

Amer i c ant sonssnpton evill fallf to 37%, but its

market in units will continue to grow. By 2016, the North American

market will comprise 764m units. The forecast for 2012 was 725m.

Unit growth will be 5%.

For Europe in total there will be a small growth of 13m units. In

Western Europe units will decline from 370m to 365m.

In Japan and South Korea units and consumption per person will both

increase, by 7m units to 182m units, and from 1.01 to 1.05 units per

person.
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3 By 2016, the rest of the world will have increased its share from 25%
of unit consumption in 2012 to 28%. Jeans units will increase from
484m to 572m. This is an 18% increase over the period. The rest of

the world will be a larger unit market than Europe.

Within the rest of t ¢toptinuetogrbd, t he O6bi g winne
3 Eastern Europe and Turkey will experience growth of 19m units
(12.2%);
the Indian sub-continent will grow by 28m units (a remarkable 30%);
China will grow by 20m units (24%);
Southeast Asia will grow by 13m units (15%).

The last three sub-regions continue to dominate the growth of the jeans
market. Together they have a combined increase of 61m units, nearly half of
the unit growth in the world.

Jeans prices by region, 2016

Estimating prices as far ahead as 2016 is not without its risks. However just-
style believes that the world average price of a pair of denim jeans will be
US$28.10, as opposed to US$28.40 in 2012. This can be seen in Table 15.

Table 15: Jeans retail market value, units and prices by region, 2016 (US$m, m units, US$)

Retail market

(US$m) Units (m) Prices (US$)
World 57,802 2,057 28.10
Major regions
North America 20,240 764 26.49
Europe (inc Turkey) 20,485 539 38.01
Japan and South Korea 9,090 182 49.95
Rest of the world 7,987 572 13.96

Source: just-style

Within that, and by region:
3 in North America, the average jean retail price will rise to US$26.49
from US$26.08 in 2012;
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The market by value

3 in Europe, the average pair of jeans will retail at a price of US$38.01

(marginally down from 2012);

3 in Japan and South Korea, the average price will remain stable at just
under US$50;

3 in the rest of the world, the average price will rise from US$13.40 to

US$13.96. This is an increase of 4%.

Long-term trends, 2004 to 2016

Amidst so much data, just-style believes it is important to summarise long-term

trends. This is done for the market in total, by US dollar values in Table 16 and

in units in Table 17. Both tables also sub-divide the world market into its four

main regions.

Table 16: Jeans retail market value and % change by region, 2004-2016 (US$m and %)

wors | ori Anerca | Eope S Sapmend [ estore
2004 50,493 17,745 19,554 8,650 4,544
2005 50,870 17,830 19,634 8,680 4,726
2006 51,260 17,900 19,725 8,705 4,930
2007 51,603 17,988 19,821 8,737 5,058
2008 51,749 18,150 19,815 8,670 5,114
2009 52,240 18,300 19,860 8,610 5,470
2010 52,646 18,455 19,879 8,562 5,750
2011 53,310 18,680 19,945 8,570 6,115
2012 54,235 18,909 20,183 8,658 6,485
2013 55,160 19,260 20,230 8,775 6,895
2014 56,183 19,587 20,342 8,899 7,355
2015 56,983 19,887 20,410 9,045 7,641
2016 57,802 20,240 20,485 9,090 7,987
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Table 16 (continued): Jeans retail market value and % change by region, 2004-2016 (US$m

and %)

Market growth (%)

World | Nort amerca | EVOpEand T epmand [ Restofne
2004 - - - - -
2005 0.7 0.5 0.4 0.3 4.0
2006 0.8 0.4 0.5 0.3 4.3
2007 0.7 0.5 0.5 0.4 2.6
2008 0.3 0.9 0.0 -0.8 1.1
2009 0.9 0.8 0.2 -0.7 7.0
2010 0.8 0.8 0.1 -0.6 5.1
2011 1.3 1.2 0.3 0.1 6.3
2012 1.7 1.2 1.2 1.0 6.1
2013 1.7 1.9 0.2 1.4 6.3
2014 1.9 1.7 0.6 14 6.7
2015 14 15 0.3 1.6 3.9
2016 1.4 1.8 0.4 0.5 4.5
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Table 17: Jeans retail market units and % change by region, 2004-2016 (US$m and %)

The market by units

world [ Nortn Amerca | EroBesng [ epanand [ Restofine
2004 1,724 683 505 173 363
2005 1,745 688 508 173 376
2006 1,765 693 511 174 387
2007 1,784 697 515 175 397
2008 1,796 702 516 176 402
2009 1,828 706 520 175 427
2010 1,848 710 521 175 442
2011 1,883 720 522 176 465
2012 1,910 725 526 175 484
2013 1,950 737 528 177 508
2014 1,990 748 532 180 531
2015 2,016 756 535 181 544
2016 2,057 764 539 182 572
Market growth (%)

woria | Nort amerca | Eropeand [ epmand [ Restorie
2004 - - - - -
2005 1.2 0.7 0.6 0.0 3.6
2006 11 0.7 0.6 0.6 2.9
2007 11 0.6 0.8 0.6 2.6
2008 0.7 0.7 0.2 0.6 1.3
2009 1.8 0.6 0.8 -0.6 6.2
2010 11 0.6 0.2 0.0 35
2011 1.9 14 0.2 0.6 5.2
2012 14 0.7 0.8 -0.6 4.1
2013 2.1 1.7 0.4 1.1 5.0
2014 2.1 1.5 0.8 1.7 4.5
2015 13 11 0.6 0.6 2.4
2016 2.0 11 0.7 0.6 5.1

Source: just-style
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By 2016, jeans will genuinely be a global fashion statement, and the challenge
for both brands and retail private labels will be to hold down a truly
international market position. To impress upon US and European brands the
importance of doing this requires no more than to view the changing US dollar
val ues, vol umes and growth ratesionan the wor

markets.

Table 17 is set out as a series of annual market growth figures. Overall for the
period from 2008 to 2016:

3 World growth in US dollars is 11.7% and in units is 14.5%;

3 North American growth in US dollars is 11.5% and in units is 8.8%. US
dollar values exceed units;

3 European growth in US dollars is only 3.4% and in units only 4.5%.
The European market in both US dollars and units is sluggish;

3 Japan and Korea growth in US dollars is only 4.8% and in units only
3.3%. Although for Japan and Korea US dollars outperform units, the
market in both US dollars and units is sluggish;

3 The rest of the world enjoys a denim and jeans boom. Growth in US
dollars is 56.2% and in units 42.4%.

These changes, in macro-economic terms are dramatic, and illustrate the
speed of change in the regional demand for denim jeans. If they have not
worked it out already, and come up with plans to react, jeans marketing
executives should be very concerned.
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Chapter 5 The denim jeans market:
alternative and pessimistic

scenarios

Comparison with the estimates and forecasts in Chapter 4

The financi al 6credit crunchd only
quarter of 2008. During that quarter in the US and the UK (which have the
most up-to-date retail sales reports) retail sales were variously reported as
being down in values by 2-5% over the same quarter of 2007. But worse is
predicted for 2009, with clothing industry sales possibly running at 7-8% below
2008 figures.

If this happens and the knock-on effects are felt around the world, then denim
and jeans could experience a set-back which in Chapter 2, just-style described
as being akin to the market being i p u s h e dby threecykads. The effects on
the summary timeline Tables 16 and 17, given at the end of Chapter 4 are

considered below as alternative forecasts in Tables 19 and 20.

Alternative and pessimistic denim jeans scenario

The commentary above, which is based upon real reporting of sales, prices
and markdowns from fashion retailers in the US and the UK, suggests what
may be happening in the denim and jeans markets at the moment (spring
2009). Two things will drive the market:
3 Lower unit volume sales;
3 Lower achieved retail prices, caused by heavier mark-downs
(discounts off the original full price or promotional gimmicks such as
BOGOFS, buy one, get one free).

Table 18 gives an industry-informed analysis of what these changes are likely
to be in the denim jeans market from 2008 (last quarter) through 2009 and as
far forward as 2011 (assuming that the knock-on effects of the credit crunch,

credit card debt, repossessions of homes and job redundancies last until then).

started
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Table 18: Percentage (downward) changes to jeans volumes and prices by region, 2008-

2011 (%)
North America and Eﬂrrokgs Japan and igl:ég Rest of the world
Volumes
2008 (Q4) (1%) (1.5%) (0.5%) 0
2009 (4%) (4%) (2%) (1.5%)
2010 (4%) (4%) (2%) (1.5%)
2011 (4%) (4%) (2%) (1.5%)
Prices
2008 (2%) (2%) (1%) (0.5%)
2009 (3%) (3%) (1%) (0.5%)
2010 (2%) (2%) (1.5%) (0.5%)
2011 (1.5%) (1.5%) (1%) (0.5%)
Source: just-style
Although the figures in Table 18 are relatively small, the combined effect on
the US dollar value of the denim jeans market is significant. Just using 2009
from Table 19 as an example:
3 the world market is down by US$3,000m (nearly 6%);
3 North America is down by US$1,260m (nearly 7%);
3 Europe is down by US$1379m (nearly 7%);
3 Japan and Korea are down by US$250m (nearly 3%);
3 therest of the world is down by US$100m (2%).
Table 19: Alternative scenario: Jeans retail market value by region, 2004-2016 (US$m)
World | orth America | EUroBecns | Jepanand | Restorine
2004 50,493 17,745 19,554 8,650 4,544
2005 50,870 17,830 19,634 8,680 4,726
2006 51,260 17,900 19,725 8,705 4,930
2007 51,603 17,988 19,821 8,737 5,058
2008 50,365 17,609 19,127 8,540 5,088
2009 49,249 17,041 18,494 8,353 5,361
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Table 19 (continued): Alternative scenario: Jeans retail market value by region, 2004-2016

(US$m)

World | Norn Amerca | Europesnd | jepenand | Restoftne
2010 49,965 17,362 18,702 8,265 5,635
2011 50,832 17,664 18,860 8,315 5,993
2012 51,721 17,880 19,085 8,400 6,356
2013 52,841 18,307 19,229 8,514 6,792
2014 53,832 18,618 19,336 8,634 7,245
2015 54,605 18,903 19,400 8,775 7,526
2016 55,396 19,239 19,472 8,819 7,867

Data may not sum due to rounding
Source: just-style
Table 20: Alternative scenario: Jeans retail market units by region, 2004-2016 (US$m)

worta | Nort America | Eropeand | jmpmand | Restor i
2004 1,724 683 505 173 363
2005 1,745 688 508 173 376
2006 1,765 693 511 174 387
2007 1,784 697 515 175 397
2008 1,780 695 508 175 402
2009 1,769 678 499 172 421
2010 1,789 682 500 172 435
2011 1,823 691 501 172 458
2012 1,849 696 505 172 477
2013 1,895 711 510 173 500
2014 1,935 722 513 176 523
2015 1,959 730 516 177 536
2016 1,999 737 520 178 563

Data may not sum due to rounding

© 2009 All content copyright Aroq Ltd. All rights reserved.
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Overall, and using the 2008 estimates as a basis, the growth comparison

between the original and the alternative pessimistic forecasts are as given in

Table 21.

Table 21: Jeans market overall percentage growth by region, 2016 over 2008 (%)

US dollar % World North America Europe Japan and Rest of the
growth and Turkey Korea world
Original 11.7 115 3.4 4.8 56.2
Alternative 10.0 9.3 18 33 54.6
pessimistic

Source: just-style

At the time of writing this report (spring 2009), the author is inclined to go with
the alternative pessimistic version with all of the attendant implications for

capital investment in denim weaving.
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Chapter 6 Jeans distribution and

pricing

Jeans prices

Although the subject of pricing will be covered in detail later in this chapter,
and also considered in Chapter 7 on supply and costs, it is so important that a

short explanation helps to put the rest of this market review into perspective.

Essentially, the same jeans product (a pair of trousers designed with a back
yoke instead of the traditional formal trouser construction, containing five
pockets, and made of cotton denim) can be sold in the developed world at
three completely different price points:
3 as a basic commodity jean at prices around or below US$30;
3 as a basic or traditional (mainstream) brand or retail own label jean at
prices in the US$50-100 range;
3 As a fashion brand or designer label at anything from US$100 right up
to US$500, probably averaging US$150.

This concept is shown diagrammatically in the generic price-fashion matrix,
Figure 1. The apparel industry price/fashion matrix has been used regularly
before in just-style reports. In this version of the generic matrix, which fits the
nature of the jeans industry well, there are six market positions:

3 basic/traditional, low price;
basic/traditional, medium price;
basic/traditional, high price;
fashion, low price;

fashion, medium price;

MW W W W W

fashion, high price.
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Figure 1: The generic price-fashion matrix

High price

Medium price

Low price

Basic/traditional Fashion

Source: just-style

In the generic diagram, all six segments can be populated. This will be done in
Figure 2 specifically for |jeans, but in gen
them) are:

3 basic/traditional low price: owned by multiple chains, discounters, and

supermarkets offering o6val ued;
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3 fashion low price: owned by fast fashion multiples not too concerned
about quality;
3 basic/traditional medium price: owned by mainstream brands and
medium-priced conservative retailers;
3 fashion medium price; owned by contemporary brands and medium-
priced more fashion forward retailers;
3 traditional high price: quality materials, authenticity, a strong and
i mmedi ately recognised 6énamebd, bel onging
well or to retailers with history;
3 fashion high price; guality blniaveé&utting

designer or 6hotd brand.

Brands are very important in the fashion industry. But unlike some other
industries, they do not make up the entire product offer. In just-a u t ceposts
on the automobile industry, it is taken for granted that all cars have a brand,
and that the brand is a manufacturer brand. The brands are immediately
recognisable to the consumer mainly through strong brand marketing and
advertising. The brand is also more important than the retailer. Retailers and
distributors sell brands to consumers. The car the consumer buys is either a
Ford or a Toyota. It is not the name of the retailer or the distributor that

happens to sell it.

The same is not true for fashion retailing of clothing. The garments themselves
may be branded, but they are just as likely to bear the name or logo of the
retailer that is selling them. This type of
own | abel 6. Si nce Wor bhsccom&torassdcihte thetplice, c ons umer
the quality and the reliability of apparel merchandise with the retailers that sell
the merchandise, more so than with the originator of the garment. In the US
the consumer is confident in buying Wal-Mart or Gap jeans. In the UK, they
ask for jeans bearing the name of Marks & Spencer, Next or George at Asda
(which itself is part of Wal-Mart). The same applies on the European continent.

In France it could be Carrefour jeans; in Germany C & A and in Italy Benetton.

In the context of the historical life cycle of the jeans industry, retailer own
labels are comparatively recent. There were only a few before World War II.
Important ones were:

3 Sears Roebuck, and J C Penney in the US;

3 Marks and Spencer, and Woolworths (now sadly deceased as a retalil

shops business) in the UK;
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3 C&AinGermany.

Throughout the second half of the 20th century and right up to today, mass
market distribution of clothing has grown at the expense of all other formats
but particularly at the expense of the independent retailer. This has made life
hard for manufacturer brands, because their original offer was to the
independent shop. Within the various different current retail formats, some
retailers will definitely stock brands, some are likely to stock both brands and
their own label, and some will follow an own label only approach. This is
explained in Table 22 across clothing in general for nine different types of retail

format.

Table 22: Retail formats and brand/own label stocking preferences

Retail formats Stocking brands Stocking own label
Department stores Definitely Probably
Mixed clothing and food stores Unlikely Definitely
Multiple chains Unlikely Definitely
Specialist chains Definitely Probably
Independent boutiques Definitely No

Mail order catalogues Probably Definitely

The internet Probably Definitely
Discounters Possibly Definitely
Supermarkets Possibly Definitely

Source: just-style

The more the retail High Street is controlled by a few names, the more likely it
is that own label will dominate. This is called retail concentration. In terms of
retail concentration the UK is one of the most concentrated countries in the
world. A recent report from Verdict on the UK retail sector established that for
womends wear , |Ipurckasesby¥dtume dre nmade in the stores of
just three retail groups, Marks & Spencer, Arcadia and Next, all of whom are

strictly own label.

In the US, the situation is somewhat more balanced with brands remaining

relatively stronger. Within Europe, the countries of Southern Europe have been
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slower to move to being dominated by multiple chains, and hence have a more
brand-driven retail industry. But even in Italy and Spain, the rise of multiple

retailers such as Benetton and Zara has been impressive.

Jeans retailers and their purchasing quantities

This analysis of retail formats in general can, of course, also be applied
specifically to jeans. Each format behaves somewhat differently when it comes
to the sale of denim jeans:

3 For department stores, their sales are mostly brands and designer
brands, and at the upper price points. Selfridges in London stocks at
least 12 internationally recognised brands.

3 For mixed clothing and food stores, their offer is predominately own
label, but they may have some branded merchandise. Prices are
middle to lower middle.

3 For multiple chains, nearly all are own label, and basic. Their jeans
offering will be based around the staple of the five-pocket Western,
although embellishments (partiGularly on
more commonplace.

3 For specialist jeans chains, the consumer will find a wide selection of
brands. The specialist jeans chains will offer the whole spectrum to the
consumer. Anything from classic middle-aged basics to young grunge
attitudinal merchandise can be found.

3 For independent boutiques, jeans are important, but are unlikely to
account for more than 10-20% of total turnover. Therefore for a small
independent boutique with a sales turnover of US$ 0,000 per week,
the participation of jeans in the product mix will be US$2,000 per week
at best (this means US$100,000 in a year). That value means that the
jeans buy will not exceed US$20,000 for each of two buying seasons
in the year. This itself translates at a wholesale price of US$40 per
branded jean to only 500 pairs. A buy of that scale will limit the retailer
to probably no more than three brands if any stock and merchandise
mix balance is to be maintained between washes, colours and sizes.

3 For specialist independent jeans boutiques, the situation is different.
For a similar-sized shop, there is a sales turnover of US$10,000 per
week, US$500,000 per year. But as all of this is spent on jeans, the
buy could be as much as US$100,000 per season. Six or perhaps

even eight brands may be bought and stocked.
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3 For mail order catalogues, the offer is likely to be composed of a wide
assortment of both own label and brands.
For the internet, the situation is similar to traditional mail order.

For discounters, jeans are an important product category. They might

of fer manufacturer brands cheap, t hei
named anonymous merchandi se. To t hem,
they prefer to call iit, o6évalued).
3 For super mar ket s, the jeans sector i s

jeans. Supermarkets operate mostly through own label merchandise.

Who are the jeans brands and the jeans retailer own labels?

Jeans ceased to be work clothing and became an iconic fashion statement

between the end of the 1950s and through the pop music decade of the 1960s.

Unf ortunately for jeans brands, this coinci

brands. Consequently, even in the 1960s and 1970s the western denim brands

were competing with retailersé own | abel s.

the retailer and the consumer that their name matters. To begin with, the US
manufacturer brands had the authenticity and the marketing muscle. The
original big three brand names were American, by geography, ownership and
marketing attitude:

3 Levi Strauss;

3 Lee;

3 Wrangler.

The last two, (Lee and Wrangler) are owned by the US clothing conglomerate
VF Corporation (Vanity Fair). These three brands would argue that they are
the only genuine global jeans brands. For most countries and regions in the
world, their brand share cannot be quantified, except to say it is substantial.
However, from their financial accounts, we do know their geographic sales in
major markets and can surmise that in value terms:

3 Levihas around 16% of the total US market;

3 VF in total (Lee and Wrangler, plus smaller brands, some of which

have been acquired recently) has 19% of the total US market.

In the UK the position (this estimate is based upon a 2007 Mintel UK jeans
report entitled The UK Jeans Market) is that:
3 Levi has 20% of the total market but a impressive 46% of the branded

market;
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3 Wrangler has 6% of the total market and around 19% of the branded
market;

3 Lee has only 5% of the total market, which is about 12% of the
branded market.

However, the share of the total jeans market that belongs to the major own
label retailers is significant. The largest jeans retailers tend to be found in
those countries where there is concentrated retail power. They include:

3 Wal-Mart;
Gap;
Benetton;
Carrefour,;

Marks & Spencer;

MW W W W W

Esprit.

It is worth noting that none of these jeans retailers started out as jeans

specialists, with the possible exception of Gap.

Brands and retailer own labels in the jeans price-fashion matrix

The concept of the apparel industry price-fashion matrix is a common one in
just-style reports. The generic price/fashion matrix can applied to the jeans
market, and overlaid with the extra jeans characteristic of brand and retailer
own labels. What drives the jeans market can then be seen, as highlighted in
Figure 2. Figure 2 divides the market into four routes to the consumer, which
are:

basic, traditional classic retailer own label,

basic, traditional classic brand;

fashionable retailer own label;

M W W W

fashionable brand.

Each route is then sub-divided into seven price brackets from absolute top to
not part of organised retail. But it is important to understand that not all the

price-fashion segments are populated.
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Figure 2: The jeans price/fashion matrix

Basic, traditional, Basic, traditional, Fashionable Fashionable
classic classic
Designer Designer

Absolute top

classic brands fashion brands

High price High Top own label 6Aspirat| Topownlabel Celebrity
9 retail names authentic brands retail names fashion brands
Well above ) " . " . " . "
middle 6Bettero 60Bettero 6Bettero OBettero
Above middle Middle of_the Mainstream Middle of_the Mainstream
road chains brands road chains brands
Lo i i i
w price Below middie Fast fa_shlon B_udget Fast fgshlon I_3udget
chains classic brands chains fashion brands

Discounters

Budget value and supermarkets

NOI part of . In this bottom level group, are products, mostly
6organi . ! 2
retailb anonymous erchandise so&l ih markets

Source: just-style

Figure 2 shows:

3 There are three empty segments (not populated means that there is no
product offered there) shown in black on the next-to-bottom (Budget
value) row. With supermarkets providing jeans at less than US$10
there is no way that brands and fashion own labels can compete on
price.

3 There are two empty segments (no product offered there) on the top
(Absolute top) row. Retail own labels cannot convince their customers
to buy at these price points.

3 All the other segments are populated by offers to the consumer of
different merchandise.

3 Non-organised retail is mostly market stall anonymous merchandise in

developing countries.
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Specific jeans brands and retailer own labels in the jeans price-fashion

matrix

Figure 3 repeats the price-fashion matrix:
3 with six rows of price levels (ignoring non-organised retail);

3 with four columns of fashion positions.

There are so many jeans brands that it would be possible to extend the figure
almost indefinitely. The names that appear, and the price positions they
occupy were obtained from store research and comparative shopping
undertaken in London in February 2009. The choice is illustrative rather than

exhaustive.
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Figure 3: Specific jeans brands and retail own labels

Fashion Fashion
uss Basic Mainstream Fashion Designer or USss$
upper or authentic celebrity upper
Price lower lower Price
500 Edo from Edwin 500
Absolute Edwin E-tab True Religion Absolute
top end Lee originals 7 for All Mankind top end
200 David Bitton 200
Versace
200 Armani Joop 200
. Nudie James jeans DKNY .
High . High
Bluebell Juicy Couture
100 Lee 101 Earl Jean 100
100 Hugo Boss Diesel Wale Adeyemi 100
Upper Firetrap Upper
brands Polo Ralph Replay brands
Lauren
60 Mustang Ted Baker 60
60 G-Star 60
Lower Ben Sherman Lower
brands and brands and
own label Gap LTB own label
40 Levi 501 40
Sonetti
40 Lee 40
Mass Marks & Zara Mass
market own L market own
label Levi Signature Spencer Pepe label
20 Matalan Wrangler 20
C&A Germany
20 Faded Glory Benetton H&M 20
Signature @ BhS Topshop
Low Low
Carrefour
10 Primark 10
Fashion Fashion
uss Basic Mainstream Fashion Designer or US$
upper or authentic celebrity upper
Price lower lower Price
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During the period of time between the first just-style denim report, and this
fourth edition, exchange rates have fluctuated wildly:

3 At the time of the first report, the barometer product, the Levi 501 jean
was priced at US$40 in the US and GBP40 in UK. At that time the
exchange rate was GBP1 = US$1.5: that made the UK 1.5 times as
expensive as the US.

3 When the second edition was published, the exchange rate was GBP1
= US$1.8, and Levi 501s remained at GBP40 in the UK.

3 When the third edition was published, GBP1 = US$2.04, yet Levi 501s
were still being sold above GBP40 in the UK.

3 Today, the exchange rate is GBP1 = US$1.49, and Levi 501s are still
sold in the UK for GBP40-45.

As in most appar el categories, t he
anonymous merchandise, at prices below US$20. Because it has no name, its
volumes and market share is frequently understated by market research

companies. In the UK, for example, it is believed to constitute 10% by volume

jeans m

and 3% by value of the market. In 1Ttaly,

account for 10% of the value and 20% of the volume. But anonymous
merchandise is under threat fr om &ér ecogni sedo6 | abel

retailers such as Carrefour, Matalan and George at Asda.

In the developing world, however, no hame market share must be significantly
bigger. Markets are full of factory overmakes or seconds. In addition in places
such as Hong Kong and Bangkok there is a flourishing trade in copying

designer and brand merchandise, right down to fake logos, tabs and studs.

The jeans pricing onion

It is possible to put tentative US dollar values on the market size of the
different price segments. The concept itself is straightforward. The average
world jeans price in 2008 is just below US$29. Consequently, half of the
market value must lie above this average and half below. For each price

segment, an estimate can be calculated of its US dollar value and unit volume.

The resultant calculation shows a remarkable degree of skew between the

units percentage column and the US dollar percentage column. So,
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3 the absolute top level (the designer and celebrity brands that get a lot
of fashion press) selling at above US$200 have only 0.25% of the
jeans units market but 2% of its value.

3 high-priced jeans retailing at US$100-200 have just under 4% of the
units but 17% of the market value;

3 well above middle-market jeans priced at US$60-100 have just over
10% of the units and 26% of the market value;

3 the above-middle level, priced at US$40-60 (the preserve of middle-of-
the-road retail chains and mainstream brands) have 12% of the units
and 19% of the value;

3 the fifth group, priced at US$20-40 (below middle) is actually the group
in which the global average of US$29 falls. It accounts for 24% of
volume and 20% of value;

3 the two bottom groups (budget and anonymous) between them have
half the worldds units but only 16% of t&h

In summary terms:
3 above the average price of US$29, there reside 38% of the jeans
uni t s, accounting for 74% of the jeans ma
3 below the average price of US$29, there reside 62% of the jeans units,

accounting for 26% of the jeans market 6s
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Chapter 7 Denim and jeans supply-

side issues

The evolution of the jeans and denim supply chain

Clothing supply chains have always been amenable to change. Because it is a
low capital-intensive industry, it has always been easy to get in and get out of
clothing manufacturing situations, without incurring prohibitive start-up or
close-down costs. The jeans supply chains started changing in Europe as
earlyastheendofthe1 96 0s, when the EU accept
processingbd. Thi s was basically a

shipping of materials from higher to lower-cost countries, so that the labour-
intensive work of garment sewing could be accomplished more cheaply. In
more protectionist environments, such as the US and Japan, it took another
two decades before the idea took hold, and the overwhelming cost

justifications for low-cost country sourcing were reluctantly accepted.

It is an incontrovertible fact that the transformation of clothing and textile

ed the pr

politica

supply chains is now virtually complete. I n

(then vice president Jeanswear Asia pacific of VF Corporation) for the third

edition report, he replied to a question as follows:

just-style: Quoting from your annual report, your Asia sourcing has increased
from US$150m in 2001, to US$1.6bn in 2006, which is now more than 60% of

your total production.

A O 6 Mhis is not a new development. We have been sourcing in Asia for over
30 years. However, with nearly 1,000 suppliers (we like to call them
associates) you are correct to say that the move to Asia is complete and
irreversible. We closed our laundry and finishing facility in Winston-Salem,

North Carolina, last year.

Further supply chain evidence can be found in a report dated October 2008
from Research and Markets entitted China Sourcing Reports: Denim

Garments:
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AThe worl ddéds | argest exporter of denim garm
50% of gl obal S u p 9000y supplierk bavecheen pdsting &ns
average 15% export growth for each of the past four years, and shipped out

approxi mately US$3bn worth in 2007. 0

The supply chain argument has always been one between cost and time
(quick response in supply chain parlance) but a February 2009 just-style article

about manufacturing jeans in Guatemala paints a different picture:

AA new regional p r o drespansedashios jpang aadeothéror qui c k
apparel has been set up at the former Koramsa plant in Guatemala City,
offering retailers and brands what is thought to be the first fully-integrated
vertical supply chain from raw cotton to finished jeans in the Western

hemisphere.

iThe new company, named Deni matri x, was fo
Cooperative Association (PCCA) bought key assets of Guatemalan denim and
jeanswear giant Koramsa Corporation. It will be headed by former Koramsa
president Carlos Arias, who will work alongside the rest of the Koramsa

management team.

APCCA i s aownmped oottom enarketing cooperative headquartered in
Lubbock, Texas, with a trade territory representing 55-60% of US cotton
acreage in 2009. Its ACG subsidiary produces enough denim to make

approximately 20m pairs of jeans per year.

APCCA president and CHO \W®lelny mbarnei lwlieé |l s di
finest combination of facilities and capabilities in this hemisphere. We will
continue to produce denim at our Littlefield, Texas facility in the heart of cotton
country and will deliver fabric to Guatemala. This should allow us to shorten
the supply <chain further. Gi vend tagday 6s ref
advantage we will have over Asian and Middle Eastern supply chains will

provide tangible, measurable value for appar

AArias adds: ivédebstdnttaloeders fimm o large brands and
we are actively negotiating styles and deliveries with several others. We
expect to deliver our first units in early May, and expect Denimatrix to continue

to rely on a well-established supply chainforjeans i n t he Americas. 060
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just-style accepts that there will always be horse trading to be done between
cost and time, but believes that the China evidence is stronger than that from
Guatemala. Vertical integration i the control (or even ownership) of everything
from the cotton, through the yarn, the fabric, the manufacturing, the jeans
brand and sometimes even the retail distribution i is dangerous. For it to
succeed commercially, there has to be stability and continuity of demand in
order to allow stable state planning of supply. When that applies, it makes the
chain very profitable. When it breaks down, it makes the chain very open to

market turbulence and inherently fraught with risk.
I nstead of the simple straight i ne
denim and jeans world, there exists a complex network of interlocking supplier

relationships.

These are shown in Figure 4 as a schematic representing the various ways in

which the producer to consumer supply chain operates today.

Figure 4: The producer-to-consumer supply chain

Retailer Retailer of
of Brands Own Label

S Wholesaler

Brand as External

manufacturer manufacturer

Fabric

weaver/knitter I

Source: just-style

supply
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Looking at it from the top down:
3 There are three ways in which the jean reaches the consumer, They
are through an own label retailer, a retailer of brands or a seller,
usually a wholesaler, of anonymous O6no na
3 The retailerbs rel ationship with {oloee, tsuppl i er [
whit, most own label suppliers only do that, most brands only supply
brand retailers (although some do work u
well) and anonymous merchandise is provided through anonymous
suppliers.
3 However, when it gets to the jeans manufacturer, the picture can
become much more complex. In own label, the supplier often is the
manufacturer. The brand may do its own manufacture, but as the
example of Levi, (a brand with no remaining factories) shows, you do
not have to manufacture your own brand. Some external
manufacturers (purely specialists in sewing jeans) serve all three
routes. The author has visited a Middle Eastern jeans factory, owned
by a strong brand which was simultaneously making for an Italian
designer label, a US mainstream own label retailer and a UK
supermarket in addition to its own brand.
3 And it can get even more complex. The external manufacturer may
itself use either fully factored (they do the entire job) or CMT (cut,
make and trim) sub-contractors.
3 Finally, in todayds gl obal economy, t he
separate entity. The skills and capital investments in denim weaving
are completely different to either manufacturing or organising the
supply of garments. The weaver, however, is likely to supply any or all
of the manufacturer types. They may also be supplying the brand or
own label that specifies the use of their denim (and pays them), and

merely delivering to the manufacturer.

Jeans and denim pricing, and cost structures

Although these are complicated supply networks, it is nevertheless possible to
estimate with a reasonable degree of accuracy the costs and value added in
the production of a pair of jeans for a consumer. It varies between the
developed and the developing world, and by sub-regions within each. It also
varies between jeans sold at different price points on the price-fashion matrix.
However, it follows straightforward textile macroeconomic principles, which are

shown in Table 23.
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Table 23: Jeans cost structure

Developed world

Case A Case B Case C
Branded Branded Designer Designer Discount Discount

jean (US$) | jean factors jean (US$) | jean factors jean (US$) | jean factors
Retail price 75.00 200.00 30.00
Mark-up inc Sales tax 25 4 2
Buying/Wholesale price 30.00 50.00 15.00
Wholesale profit
Brand 3.00 10
Designer 0.00 0
Own label to discount 1.50 10
Manufacturing elements
Materials 8.10 30 12.50 25 6.75 50
Labour 5.40 20 12.50 25 2.70 20
Overheads (combined) 10.80 40 22.50 45 2.70 20
Manufacturers profit 2.70 10 2.50 5 1.35 10
Total 27.00 50.00 13.50
Denim element
Denim % of wholesale
price 25 20 40
Denim value 7.50 10.00 6.00
Denim metres per 1.95 1.95 1.95
garment
Denim price per metre 6.00 8.00 4.80
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Table 23 (continued): Jeans cost structure

Developing world

Case D Case E Case F
Branded Branded Designer Designer | 6 Mar ket 6 Mar k

jean (US$) | jean factors jean (US$) | jean factors (US$) | jean factors
Retail price 25.00 100.00 10.00
Mark-up inc Sales tax 2 3 15
Buying/Wholesale price 12.50 33.33 6.67
Wholesale profit
Brand 1.25 10
Designer 3.33 10
Own label to discount 0.67 10
Manufacturing elements
Materials 7.31 65 12.60 42 3.60 60
Labour 1.13 10 3.00 10 0.60 10
Overheads (combined) 1.69 15 9.90 33 1.20 20
Manufacturers profit 1.13 10 4.50 15 0.60 10
Total 11.25 30.00 6.00
Denim element
Denim % of wholesale
price 55 30 45
Denim value 6.88 10.00 3.00
Denim metres per 1.95 1.95 1.95
garment
Denim price per metre 5.50 8.00 2.40

Source: just-style

This table computes the elements of cost in each of a branded, designer and

di

scount

j ean

jean in the developing world.

in the

devel oped

worl d,

Retail prices to the consumer vary from US$200 for the designer jean in the

devel oped

wor

Il d to

Uss$10

for

t he

and

6mar ket o

The mark-up (the difference expressed as a multiple between the price at

which the jeans are sold to the consumer inclusive of sales tax, and the price
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at which the jeans were bought) varies between x4, for a designer jean in the
developed world, and x1.5 for a market jean in the developing world. This
leads to a buying/wholesale price of anything in the range of US$50-6.67.

Thi s buying price (whi ch i s t he manufactu
middleman trading profit) is composed of materials, labour, manufacturing
overhead and the manufacturerdés profit Ov e

prices varying from US$50 for a designer jean manufactured in the developed

world down to US$6 for a market jean manufactured in the developing world.

Within the manufacturing prices, the denim element can be anything from
US$10 down to US$3, explaining how denim can be sold at prices varying
from US$8 per linear metre down to US$2.40 per linear metre. As these are
averages, it is certain that some denim fabric is sold for as little as US$1.50

per linear metre.
Table 24 restates the 2008 estimates of units, retail dollar values, and prices

per unit, which were given in Chapter 4. The table then allows projections to be

made backwards down the value added chain.

Table 24: Retail, wholesale and fabric added value chain by region, 2008

World | ptorth | curope | Ianand | Restof e
Units per year (m) 1,796 702 516 176 402
Retail price per unit (US$) 28.81 25.85 38.40 49.26 12.72
Retail market value (US$m) 51,749 18,150 19,815 8,670 5,114
Retail mark-up inc sales tax 2.69 2.65 2.95 3.05 1.80
Wholesale market value (US$m) 19,250 6,849 6,717 2,843 2,841
(DO/(Oe)nim fabric as percentage of wholesale 33 32 30 29 485
Fabric wholesale market value (US$m) 6,409 2,192 2,015 824 1,378
Average price per metre (US$) 3.10 3.50 3.80 1.85
Fabric metres (m) 2,245 707 576 217 745

Source: just-style

The estimates are made for 2008 for each of the major regions in the following

manner:
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3 Retail dollar values are divided by the retail mark-up to give wholesale
values (the price at which a brand or own label supplier sells to the
retailer).

3 Wholesale values are composed of fabric, sewing labour,
manufacturing overheads and profit. The fabric content can be
anything between 29% and 48.5% depending upon the area of the
world in which the production is being done, and whether the
merchandise is budget or expensive.

3 The wholesale market dollar value is multiplied by the fabric
percentage to give the fabric wholesale market value.

3 Denim fabric is traded internationally at prices which range from
US$1.50 up to US$10 per linear metre, dependent upon yarn quality,
weaving method and fabric finishing. The averages for each region lie
between US$1.85 and US$3.80.

3 Dividing the fabric wholesale market value by the price per metre gives
the global denim fabric metres consumed in the manufacture of jeans
in 2008. This is estimated at 2,245m metres, the same figure as in
Table 1 (in Chapter 3).

Taking the two most extreme regions (Japan and Korea, and the rest of the
world) to compare and contrast, the picture presented is that:
3 the Japanese consumer pays just under US$50; the rest of the world
consumer less than US$13;
3 the Japanese retailer adds US$33 (67% of the retail price) to the
wholesale price he pays; the rest of the world retailer adds less than
US$6 (44% of retail value).

Worldwide, the averages are that:
3 the consumer pays US$29;
3 the retailer adds US$18 of added value (63% of the retail price);
3 the wholesaler gets US$11 (37% of the final price paid by the

consumer).

From Tables 23 and 24, it is obvious to see why there has been such a move
in global sourcing. If a Japanese consumer is prepared to pay US$50, and a
Japanese wholesaler will sell for US$17, then a Japanese own label retailer
can buy direct from a rest of the world supplier considerably cheaper than

through the domestic supply chain.
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In aggregate, just style believes that the global market for denim fabric is just
under 3bn linear metres, worth around US$7bn. This is both denim fabric for
jeans and denim fabric for other uses. As Table 24 shows, the value of the
fabric going into jeans production is US$6.4bn. Of that total, it is estimated that

nearly US$5bn comes from international trading.

More than 80% of denim exports come from ten countries: China, Hong Kong
(which effectively means Chinese production as there is no significant denim
capacity in Hong Kong), US, ltaly, Turkey, Japan, India, Brazil, Spain and
Pakistan. As has been well documented, the US denim industry, once the
worl dbés | argest, has contracted sig
They have responded to their problems, but adopting an A i f you

t hem | o istratedy,hardrhave set up strategic alliances with producers in
the other major capacity countries. Other major individual companies have
gone down the same path, including:

3 Cone (International Textile Group) of the US, in China with Hong
Kong-based Nov Holdings 7 and also in Nicaragua in partnership with
the government;

Tavex of Spain, in Mexico;
Santista of Brazil, in Chile;

UCO of Belgium, in India;

MW W W W

Sabanci, the parent of Bossa of Turkey, in Egypt.

It is no coincidence that, in many cases, the countries where the denim
companies are locating to are also major importers of denim for their own large
jeans manufacturing industries. The ten nine denim importers are Mexico,
Hong Kong (China again), Turkey, Tunisia, Italy, US, China, Morocco, and

Columbia.

Examples of shifting denim and jeans supply chains

Over the period spanning four editions of the denim and jeans report, there
have been literally dozens of articles in the trade press about shifts in the
denim and jeans supply chain, and about strategic alliances between
developed and developing countries in:

3 weaving denim cloth;

3 manufacturing jeans;

3 retailing jeans.
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Some of the best examples are discussed below.

Cone Denim (the International Textile Group, ITG)

I nternational Text i business is@ai, psHos autGnon2@09,De ni m
to create 750 new jobs by setting up a 28m yard capacity denim plant in
Nicaragua, injecting US$100m into the factory, which will be Ni car agua6s

biggest-ever building.

The group signed an Investment Agreement with the Government of
Nicaragua for the plant, which will be located in the Jorge Bolanos Abaunza
Textile Park in Managua. Wilbur Ross (the owner of ITG) said: i By bui |l di ng
world-class Cone Denim plant in the region, we are fulfilling a commitment to
all the countries and all our customers throughout Central America to ensure
that this region remains an attractive and successful sourcing option for our

denim jeans customersforyear s t o come. O

Ross set up ITG in March 2004 to combine the assets of Burlington Industries
and Cone Mills. Nicaragua recently implemented the CAFTA (Central
American Free Trade Agreement) after its parliament passed a package of law

reforms to comply with US demands.

Through a separate joint venture in China, Cone Denim Jiaxing Limited (part-
owned ITG and part-owned by Novel Holding Ltd of Hong Kong), is investing in
a state of the art weaving plant housing 140 Sulzer projectile looms, which is
intended to come online in 2010. These are amongst the most state of the art
and expensive weaving looms, and will have a production capacity of 27m

metres of premium quality denim per year.

Tavex
Spanish jean denim maker Tavex Algdonera is buying two Mexican textile
factories owned by Mexican company Acotex for about EUR62.5m

(US$83.35m), the company has said in a recent statement.

Tavex is known to want to expand into the US and South American jeans

market. The agreement would enable it to build a competitive manufacturing

platform close to the US and allow it t o

suchasfipr emi um an denimfiabricse nt i ¢c 0
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Tavex has signed a pre-agreement to consider the purchase of the factories,
located in Puebla i where it already has a factory i and Tlaxcala, Mexico.

The company, which has been the subject of major financial restructuring,
hoped to have 4.6% of the global jean fabrics market in 2008 and 10.1% of it
by 2011 when it expects the market to be worth EUR8bn.

Tavex has announced that it plans to invest EUR300m by 2012 to grow

internationally, particularly in the US.

Turkey since 2007
Since 2007, there have been a number of statements about investment by
Turkish companies in the denim industry, including:
3 Clothing maker Eroglu will open a new factory to make 35,000 pairs of
jeans a month. It already makes 70,000 units a month and exports to
32 countries including the US, France, Germany and the UK.
3 Orta Anadolu intends to increase denim and jeans sales to US$230m,
with half as exports. It already supplies Levi, Lee, Diesel, Rifle, and
Mauvi.
3 Birlik Mensucat will invest TRY19m Turkish lira in a denim production
plant.
Eroglu has bought the Big Star jeans brand from its Swiss owners.
Sabanci (the parent company of Bossa, which weaves 50m metres of
denim and sportswear annually) is considering an investment in North
Africa. As general manager Murat Karadut explained: i Accor ding to
our studies, the most attractive regions for investment are Egypt and

Tunisia, and our initial plan is to investUS70-8 0m t her e. 0
Denim in India: a growth story

Raymond of India and UCO of Belgium

Sometimes the supply chain strategies can be defensive. Creating a global
player in the denim industry, the joint-venture formed by Belgian UCO and
Indian Raymond declared it had no aggressive intentions. However, with 80m
metres capacity, the merger implies that Raymond would gain better access to
Western markets from its denim production unit in India (Yavatmal, 1,400
employees), while UCO would gain better access to the booming Asian market

from its production units in Belgium, Romania and the US.
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An UCO spokesperson (Bart van de Woestyne) said that: i Al t hough, of cour
there is a cost reduction involved, we see this as improving our joint product

design capabilities and speed to market. o

The UCO deal is just one example of Raymonda?ad
has also involved vertical integration. It now has 350 Raymond stores in India

selling company branded clothing.

Chairman and managing director of Raymond Ltd, Gautham Singhania

strongly believes in the synergy potential of well-designed joint ventures.

AThe Raymond Group today wants to move ahea
admired textile and apparel company to becoming a global player, integrated
across various garment categories like worsted suiting, denim, shirting and so

0 n hedsaid in an interview with ATA (China Textile & Apparel).

Philippe Vlerick, chairman of UCO and of the joint venture Raymond/UCO,

shares Gaut anvieBonrsypérgies.i ad s

ARaymond UCO is the only denim player who ha
Asi a, Europe andhelays. tih Armne mikc at,hdat together

become too i mportant to be ignored by the ma

Diesel and Arvind

The Indian Foreign Investment Promotion Board gave approval for a joint

venture between Diesel (the Italian jeans brand, and Arvind (the Indian denim

and jeans manufacturer). The objective is to open 15 Diesel stores in India,

selling the brand at the same price as internationally to affluent and aspiring

Indians. At just-style we see this as another example of a supply chain

strategy. The press release said the jeans would be imade ei t her in 1tal
ot her places wher e Giverthat Arvinths alreddyancakingr e s 0 .

Lee and Wrangler in India, who would like to bet on where that manufacturing

location turns out to be?

Other investment activities taking place in the sub-continent include:
3 Universal Jeans of Bangladesh invests US$7m in a plant intended to
produce 6m units annually.
3 Sales of Lee jeans (licensed to Arvind Mills) in India are poised to
break US$20m mark.
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3 The Raymond Group intends to build three new factories in Bangalore,
double its jeans making capacity and further integrate forward into
retail. Denim capacity at Yavatmai will be increased by 10m metres
per year to 40m metres. A company spokesman said: A We  wi | | use the
cluster of powerlooms and process houses to invest in capacity,
product design, washing and finishing for high volume medium value
European and American customers. 0
3 American brands Gant and Cherokee are reported to be discussing
partnerships in India.
3 Century Textiles will invest INR1.4bn at Indore to increase the capacity

of its denim plant to 10m metres per year.

In the context of the above, remaining domestic does not look viable. A
company like Legler, which boasts of spinning in Macomer and Siniscola
(Sardinia), weaving in Macomer Ottana (Sardinia) and dyeing and finishing in
Ponte. S Pietro (Bergamo) sounds a little bit traditional when compared to the

investments in China, Nicaragua, India and Turkey.
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Chapter 8 Product, market and

distribution trends

The nature of trends in the denim and jeans markets

The evolution of denim jeans is well docume
book called The naked truth about denim, produced by Nudie Jeans, whose
wearers appear to be almost like religious acolytes. Taking out some of the
messianic statements from Nudie, it is possible to chart the rise of denim
jeans. For the first 80 years of its life, denim was a hardwearing fabric used in
work clothing. But in the 1960s, the breakdown of traditional codes of dress,
particularly in universities and, later, in schools, led to the creation of a jeans
culture. This was driven by the emerging rock-and-roll and pop cultures,
helped along by The Beach Boys, The Beatles, The Mamas & Papas and The

Rolling Stones i all prominent in the wearing of denim jeans.

Since then, jeans have been a constant staple of the wardrobe, worn by an
ever increasing age range of consumers, as the original jeans generation
refuses to grow old gracefully, and continues to wear their denim youth badge.
Capitalising on this, ever since then, jeans brands have sought to innovate the
fabric, the fabric finish and the product so as to continuously refresh consumer
interest.

As fashion is a fickle industry, which needs constant change to drive its
consumer market, this has meant that jeans and denim have undergone many
moves from fashion to commodity, back to fashion and back to commodity
again. This has also meant that the product is schizophrenic. To some
consumers and retailers it is a basic, to others a high fashion statement.
Branding is an integral part of this, and brands need to either create trends or

follow them.

An US fashion editor, quoted by a speaker at a conference on the US denim
industry, stated the steps that a premium denim brand will go through as it
reaches the market:

1. The company brings the new premium brand to market.

2. Celebrities and high-impact people are enticed to buy it.
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3. The mass market takes notice, and those who can afford the
outrageous price buy the jeans.

4. The company brings the price points down, and consumers flock to the
brand.

5. Everyone and their mother has a pair of said jeans brand, and

fashionistas everywhere proclaim: f | wi || never buy a pai

aganieveryone has them now! o

In the past six months, there have been many instances of jeans brands
manoeuvring to avoid this progression. Some examples of their tactics:
3 Keep shifting position. As the internet blog on Denimology has
stated:AiThere is always a new brand. As of
Elliott is taking over from 7 for all Mankind, which took over from
James, which took over from Nudie. 0

3 Stay honestt iEvi su (Japanese) still remains

tr

with a fanatical devot i cays Tiolgo-bpsech | i ty and

Loic Bizel of consultancy fashioninjapan.com. Loic adds: ifJapanese
denim is very popular all over the world because of its quality, finishing

design and details. o

3 Make cosmetic changes.iLee, -0t Weed& Fheritage denim br

said UK magazine Drapers in November 2008, will downscale the
focus on its Gold Label collection, a shift to a new sub-range labelled

The Archi ves, whi ch wi || use originals

catalogue. 0
3 Create themes. Pepe Jeans London (which is in fact Indian-owned)
announces the premium print-lad collection Andy Warhol.

3 Establish loyalty. James Sway of James Jeans (based in New York)

stated: A Trend foll owers are great for instan

our time of that and now | believe we are better off developing a loyal
customer for whom James is the friend they k n dror.thiem fit
matters, as the other co-founder Seun Lim explains: i | al ways want

accentuate a Wwensadhdandeahpw it of f t o

t a
t

advantage. The pocket dart is our signatu

3 Use celebrity. William Rast, the US young fashion brand owned by
Justin Timberlake, has added green and red denim, paint-splattered
washes and aged pinstripe style for women for Spring 2009.

3 Keep pricing competitive. Swedish denim brand Dr Denim has
expanded the offer for s peailcosgom&s009 t o

compete against the High Street multiples.
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But for many brands, the secret is integrating forward into retail, both shops
(bricks) and the internet (clicks). Three examples from the upper-middle and
the high ends of the price spectrum are
3 f{In] 2008, Replay (Italian brand belonging to Fashion Box Industries
SPA) continues its retail strategy, with the aim of strengthening brand
presence, in the F a accorHimgstd thei Replap ar t i cul ar
website.
3 Buckler opens its first UK store in Artillery Lane, London. Ai T h e
premium denim label is already a big hit stateside, since designer
Andrew Buckler, born and trained in the UK, launched it in 1991. Now
the designer has returned to the UK to
opined Drapers in August 2008).
3 Firetrap launched a transactional website in November 2008 to i f o c u s
on buil di ng iAsshiefr execudivie IPan Philippois said at
thetime:Ai Fi retrapds growth wildl come from upfg

New brands

In the continuous swing from commodity to fashion and back again, it is
inevitable that there wild.l al ways be dnew Kk
frequently referred to as Oaspirational 6 an

arrival to topple the castle of the global brands.

It is just-s t y lviewd that although global brands have been losing market
share to these new 6aspirational é or o6attitu
their total sales. These 6otherd brands have
years, but never really taken a big bite out of it. They have attempted to control
either price or fashion niches. Apart from in the US, where some have become
mainstream, these businesses remained high-price, low-volume, high-visibility

operations.

These labels, which obtain the support of different segments of the clothing

consumer tend to be fashidnibta None lsateramyeréal cr ed 6 or
scale but gain high visibility in glossy magazines, Sunday paper supplements

or by being mwiotrine 9&. O0Thled elbi st is | ong, and t
is likely to be no mbamoubsahoAquitdi Wanbbédé

Occasionally, however, one of the new kids on the denim block becomes part

of the establishment that it was originally created to challenge.
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Authenticity

In the context of commodity versus fashion, what constitutes authenticity is
difficult to pin down. To the undiscerning amateur, the actual look of a cheap
Faded Glory jean may appear quite similar to an Edo from Edwin or a Lee
Original. This however is heresy to the authenticity connoisseur. The
connoisseur is keenly aware of all the details that make an Edwin or a Nudie
jean what they are, or say they are. So authenticity, although it looks like basic

tradition, is something completely different.

At the other end of the spectrum, recent celebrity jeans such as 7 For All
Mankind, Earl Jean and most of the designer labels would be seen by the
connoisseur as fakes, a deliberate act of deceit by the brand on the true denim
believer. This is a rather convoluted concept for the average consumer to

grasp but, it gets a lot of purple prose from the marketing writers of the brands.

Occasionally, one of the new kids on the denim block becomes part of the
establishment that it originally was created to challenge. One example of this is
7 For All Mankind. Andreas Kurz of 7 For All Mankind was quoted in the UK
trade magazine Drapers in 2007 saying: iJeans are assoc
such as individual i t yHe thénrwerd chdonsayahatchis
challenge was to communicate those values across the various demographics
that can afford to pay premium. Therefore, in the complex world of jeans
marketing, being free to rebel means being prepared to pay a large amount of
money for your jeans. This quote was given to the magazine just before his
company was bought by VF Corporation, the ultimate non-rebellious,

conformist, establishment jeans company.

The crowded denim jeans market

There are dozens o feved thoughethe taverage @dnfumebp
may never have heard of them, and would be unsure what a directional brand
is. It may be the case that, just as a designer is anyone who declares himself

to be a designer, so a directional brand is one that says so often enough.

Some recent examples of new directional brands can be found in Cotton

I ncorpo2®m@®edadrsti cle 6At a premium. The

In it, the average paid by US women for jeans was said to be US$33.80. In the
next paragraph, the article discussedfic ompani es t hat can

with distinctive features. For Paper, Denim and Cloth...it was a vintage
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aesthetic combined with signature flourishes like individually numbered labels
and hand finishing which means that it takes six hours to make a pair of our
j e a rsaid Ebeanor Lembo, spokesperson for the brand, which resultsinfit h e

total number of products produced each year [beinglvery | i mi tedo.

This philosophy cannot be espoused by the mass market. In the same article
the launch of One True Fit was announced by Lee. The new brand was to be
aimed at i f a s-$avvyp and value-mi n d eamén aged 18-34-years-old and

was to be priced at US$44,asfit he-t med counterpart to the

Distribution in the jeans market

If trends in product are a never-ending circle of repeating ideas, then the
evolution of distribution in the market might appear more like a straight line
progression. Over the period 2002-2008, many jeans brands pursued a
distribution policy of integrating forwards by managing their own retail. This
was partly a response to the weakness of the independent retail sector, and
partly a method to ensure that the brand controlled the decision of both what
was offered and how. The current credit crunch and the prospect of many
European and US High Streets full of empty and boarded-up shops may
reverse that trend. This would seem to be no time to be an adventurous

retailer.

Of one distribution trend, there is no doubt. Online was already growing at the
expense of bricks-and-mortar retailers before the events of last autumn, and
now looks certain to take more distribution share from the High Street for at

least the next two years.

Finally, there is one sad but potentially positive impact of the credit crunch on
the denim and jeans market. As unemployment rises, there may be more
wearers shifting from in-work suit dressing to out-of-work denim jeans

dressing.

l'tdéds an il wi nd.
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