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THE MOST IMPO T INVESTMENT YOU CAN MAKE IS IN YOURSELF.

- WARREN BUFFETT -
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We are just thrilled to announce that
our hew website is now live!

A creative toke on a traditional
industry: Bergos NEXT is important to
us! So much so that we decided to
create a stand-alone website and
unigue identity that represents the
creative community of NEXT
entrepreneurs, investors, innovators,
movers and shakers. A fresh look
showcasing dedicated content that
stays true to ourrich heritage. We are,
after all, al the same time the second
oldest bank in the world and the
youngest!

Go check it out!
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| | Our communities thrive on content exchange,

Nt i which is why our investment experts and guest
authors regularly publish articles on the topics
Next Entrepreneur, Next Investor, Next Collector,
Next Big Thing and Next Passion. Is there a topic
that particularly concerns you at the moment?
Let us know!
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Why we /ke luxury?

Rising energy and food prices continue to erode consumers' redal purchasing power
and, combined with challenges in global supply chains, are placing o significant burden
oh the global economic outlook In this context, US consumer discretionary stocks
have declined by nearly 40% over the past yvear. Within the sector, however, Luxury
segment sales proved much more resilient in 3Q22, with almost universal corporate
earnings above market expectations. As such, there continues to be no evidence of o
slowdown in sales growth. Despite ongoing inflation concerns and the risk of
continued tight monetary policy, demand for luxury goods remained solid in @3 2022

despite the zero covid policy in China

The luxury goods industry is characterized by properties which, in our view, dppedr
particularly attractive in times of heightened economic uncertainty:

*  Highquality products

*  Strong brands

*  Strong market entry barriers

*  Stable organic sales growth over 20 years

To this end, we believe that the Luxury goods market is considered by market
participants to be much more cyclical than it actually is. Over the past 20 years, the
sector has grown sales in every yedr, with two exceptions (2009 -4% as a result of
the financial crisis; 2020: -17% as a result of lockdowns). Comparing the growth rates
of the sector of different pericds ot constant exchange rates, the sustainability of the

sales growth can be seen:

Time frame Sales growth p.a. (CAGR)
2005-2010 —» 9%
2010-2015 —> 9%
2015-2019 — 9%
2019-2022 (Estimate} —p 9%
2005-2021 > 9%

T INVESTOR
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While demand for Luxury goods has remained exceptionally stable over the past two
decades, the drivers of that demand have not. The main growth driver changed from o
focus on gecgraphic expansicn and increasing purchasing power of Chinese
consumers to o beneficial shift of the sales mix within developed economies. Going

forward, we expect two mdain structural growth drivers for the sector:

1 Expansion of the product portfolio can lead to o doubling of the addressable

market.

While between 200%-14, most of the revenue growth was generated by market
entries in Ching, this trend lost momentum between 2014-16 in the context of an
intensified anti-corruption campaign in China Between 201&-2019, sales growth in
the sector was Largely driven by volume increasesrelated to product innovation. Inthe
aftermath of the pandemic, we observed mainly strong price increases between 2021-
22 (mainly by leading brands such as Chanel, Dior, Louis Vuitton and Rolex), which also
allowed smaller companies to expand margins This is remarkable in our view, as not o
single company within the sector complained about declining volumes in the wake of
price incredases. In response to the proncunced USD strength in 2022, we expect
continued price increases in Europe, the UK and Japan in 2023 While those price
increases are Largely anticipated by the market, we believe that product mix tends to
be underestimated. For example, using Louis Vuitton as an example, we can observe
that the company is trying to increase the average selling price of its products
through o higher sales share of leather goods and segsonal product variations. For
example, the compuany offers the classic Neverfull MM hag for EUR 1,500 (February
2022 EUR 1,200), but adds two variations to the offer (EUR 2,000 and EUR 2,250,

respectively). Similar examples can also be noted for Dior (Lady Dior / Book Tote).

T INVESTOR
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Furthermore, it should be noted that in 2021 the glebal luxury market had g turncver
of circa EUR 200 hillion, but this was only in terms of leather goods, watches, jewelry
and footwear However, with the entry into new segments (streetwedr, beduty, home
decoration, pet accessories, fithess), we now expect the market potential to double.

Although China has recently Lost significant relevance as o sales market, o sustained
shift away from the zero covid policy would be o massive catalyst for sales and

marging of luxury companies.

2. Increased cultural relevance also makes luxury goods attractive for the next

generation.

A growing proportion of young customers can be observed, which is usually taken as
evidence of the declining quality of luxury compuanies due to Lower purchasing power.
While those "smaller customers" gccount for 35% of the custemer base, they
contribute only 8% of total sales. Therefore, we gssess the risk of declining sales in
times of economic pressure os Low (40% of sales come from "heavy spenders” who are
less affected by economic dislecation) - and evaluate the high number of customers
as evidence that the companies enjoy an incredasing cultural relevance among young
customers. This can serve as o foundation to develop this customer group into "heavy
spenders" over the long term s their incomes increase. This is supported by social
media platforms where brands showcase themselves through collaborations,
designers and ambuassadcors. Similarly, luxury brands gre incredsingly represented in
the music industry; for example, 817 Luxury brands were named in Top 100 songs in
2020 (2000:123).

T INVESTOR
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In summary, we are convinced of the long-term growth prospects of the luxury
segment and the quality of the underlying products and business models. In our view,
the market is overestimating the risk of slowing earnings growth and therefore believe

the valuation correction that occurred in 2022 is overdone.

T INVESTOR
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2nd Neext Investor Webinar

1hital Markets

O7th February 2023
13:00 pm - 14:00 pm
CET

Via Teams

Thistime Kallum
Pickering (Senior
Economist at
Berenberg) will
provide an outlook
on the global
economy in 20723,
followed by @
performance
update onthe

Bergos START

strateqgy by Frederik
Carstensen

R AT " ": Interested? Then please
DL ’1 Py M signuphere
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https://events.bergos.ch/events/GlobalEconomicOutlook2023/index.php?page=registration&key=o91uo1pv7Q
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“Heliskiing in Zermatt”

Skiing where others can't reach - you can with
heliskiing. An amazing flight over the mountainous
world of Zermatt, plus extensive slopes and
powder snow. Anunforgettable experience. Find
more here

“Ziiri Carneval”

With its various events, the ZUri Carneval
guarantees unforgettable Fasnacht experiences
in the city of Zurich. Find mare here

everenx’’ Opera

tti's Queen Trilogy is multi-
rirait of Elisabeth |, who is sklid o have
ve affairs, including with Robekt
rs her juniors. Findmorg hers

had variou
Devereux, 32

P Roberto
ll Devereux

“Enlightment” 1ightshow

Also, also this vear, the artist collective of
Projektil presents o new show at the Open St
Jakob. The immersive show takes the audience n
avaried journey of emotions - accompanied by |
the iconic sounds of Vivaldi's "4 Seasons'
Find more here \



https://www.zuerich.com/en/visit/fasnacht-in-the-city
https://www.opernhaus.ch/en/spielplan/calendar/roberto-devereux-851/2022-2023/
https://www.zermatt.ch/en/zermatt/event/detail/Zermatt-Sport-Heliskiing-2358002/2023-02-01
https://citykirche.ch/lichtshow-enlightment-von-projektil/

Disclaimer

‘L'his publication is for information and marketing purposcs only. ‘The provided informacion is not legally binding and ncither
constituces a financial analysis, nor a sales prospectus, an offer for investment-transactions, an assct management mandace or an
invesement idea and does noe substicuce any legal, tax or financial advice.

Bergos does not guarantee the timeliness, accuracy or complerencess of the informacdion. ‘Uhe information is intended solely for the use
of the recipient and may not be forwarded to third pareices. "Uhis information may not be reproduced in whole or in pare wichoue the
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You probably know us, but if not, here are a fow words abour us.
We'd be happy to chat more! Reach out: info@bergosch or

nexe »ﬂl]Cl’g{}S.L’h ATC ErCal Ways T got n t(}l.lL'h! So hCl'L' WO S

We are Bergos, an independent, internationally operating Swiss
Privace Bank., ¥We¢ have a cear focus: proteceing and ErOWing

private wealth.

Qur name honors the many generations whoe, for more than
four centurics, foscered  enereprencurial  chinking,  good
cducation, and personal integricy. It cxpresses the ideals of
independence, continuity, and openness to the world We
understand, respece and value this responsibilicy.

And we are glad you arc here!
BERGOS AG

Headquarters:
Kreuzserasse 3, 8008 Zirich, CH
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