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INTRODUCTION

Our team examines how Hermés can successfully expand into South Africa, a region with a growing market, a high concentration of millionaires, and strong potential for luxury retail. We
intend to combine strategic research with an understanding of local culture and the products most commonly purchased in the region where we open our new location. We will analyze the

behavior of new and existing clients as well as luxury buyers in the target region to determine precisely how to stock and tailor our new Hermes location.

Finally, we will propose a developed market entry plan that is true to the brand’s values and reflects our research while creating new areas for growth in the region. Opportunity waits for

Hermeés in this global expansion initiative.

Hermes’ mission is to “create unique and exceptional
objects that embody the pursuit of excellence in each
of its métiers and services, while also respecting
human values and the

environment.” Ours is to preserve timeless
craftsmanship while expanding Hermes' legacy

through culturally immersive, sustainably rooted

LY L AN ‘ ry , W2030,
i 4l NE e s | o retail experiences that celebrate individuality and

elevate global luxury.”
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EXECUTIVE SUMMARY

Rooted in nearly two centuries of French craftsmanship, Hermés stands as a paragon of heritage luxury, where artistry, tradition, and
exclusivity converge. This expansion initiative charts a path for Hermeés to enter South Africa, a market whose cultural richness, growing
affluence, and appetite for luxury align seamlessly with the brand’s DNA. Our strategy is built on a deep understanding of the South African
luxury consumer: discerning, globally connected, and culturally proud, yet appreciative of brands that demonstrate respect for local artistry
and heritage.

The plan unites selective retail placement in prestigious locations, such as Cape Town’s V&A Waterfront or Johannesburg’s Sandton City,
with bespoke experiences that celebrate both Parisian savoir-faire and South Africa’s vibrant creative spirit. Through collaborations with local
artisans, curated capsule collections inspired by African craftsmanship, and immersive brand storytelling, Hermés will not simply open stores;
it will craft cultural destinations. Every detail, from architectural design to the scent in the air, will embody the maison’s values. Recruitment will
prioritize culturally attuned sales ambassadors, trained to deliver not just service but the signature Hermeés relationship experience. Exclusive

events, trunk shows, and art partnerships will create touchpoints that feel intimate, personal, and memorable.

This is not an entry into a new market; it is the beginning of a cultural dialogue, one that invites South Africa into the world of Hermés while
allowing Hermeés to be inspired and enriched by the textures, colors, and narratives of South Africa. The initiative speaks to a long-term vision:

to weave the maison into the cultural and emotional fabric of its newest audience.




THE IDEA & REASONING

Our team examines how Hermés can successfully expand into South Africa, a region with a growing market, a high concentration of millionaires, and strong potential
for luxury retail. We intend to combine strategic research with an understanding of local culture and the products most commonly purchased in the region where
we open our new location. We will analyze the behavior of new and existing clients as well as luxury buyers in the target region to determine precisely how to stock
and tailor our new Hermes location.

Finally, we will propose a developed market entry plan that is true to the brand’s values and reflects our research while creating new areas for growth in the region.
Opportunity waits for Hermeés in this global expansion initiative.

Why We Chose This

We chose Hermes because the brand is known for its timeless craftsmanship and heritage. It is one of the most respected names in the global luxury market, but
Hermes has not yet established a presence in South Africa, a region showing strong potential for luxury growth and cultural influence. South Africa, especially
cities like Cape Town and Johannesburg, has a growing population of high-net-worth individuals, increasing interest in luxury, and a vibrant creative community
that values art, fashion, and storytelling, similar to Hermes.

We saw an opportunity for Hermes to connect with an emerging luxury market in a genuine and meaningful way. This expansion is not just about entering a new
market but about fostering cultural exchange and establishing a presence in one of the most influential African countries. By opening a location in South Africa,
Hermes can tap into the region’s growth, promote its values of craftsmanship and elegance, and provide a unique experience that resonates with local clients
without losing its identity.
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COMPANY ANALYSIS

Hermes, founded in 1837 by Thierry Hermes in Paris, began as a harness workshop

serving European nobility. Over nearly two centuries, the brand has evolved into a global
symbol of craftsmanship, timeless elegance, and exclusivity. Still family-owned, Hermeés
maintains strong roots in artisanal production, with most products, like the iconic Birkin and
Kelly bags, crafted by hand in France. The company has expanded from leather goods
into ready-to-wear, home, jewelry, and fragrances, while upholding its values of quality and
tradition. Today, Hermés operates over 300 boutiques worldwide, offering clients a refined

and enduring luxury experience.

It is often viewed as the ultimate luxury brand due to its strict control over production,

limited supply, and focus on artisanal manufacturing.

In its global expansion efforts, Hermes consistently favors directly operated flagship stores
over franchising or licensing. In key markets such as China, South Korea, and the Middle
East, the brand retains full operational control of its boutiques. This ensures a consistent

luxury experience and tight control over product presentation and service.

Moreover, Hermés’s expansion pace remains measured and strategic, not pressured by

external shareholder demands. The brand’s governance structure supports sustainable

geographic growth aligned with its core values of craftsmanship, exclusivity, and heritage.
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COMPANY OVERVIEW
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REVENUE ANALYSIS

In 2023, Hermés achieved €13.4 billion (US$14.8 billion, Statista) in consolidated revenue, representing a 16% year-over-year increase (21% at

constant exchange rates). The group recorded a recurring operating income of €5.65 billion, with a record-high margin of 42.1%, and a net profit of €4.3

billion, up 28% from the previous year.

Free cash flow reached €3.2 billion, enabling Hermes to continue funding long-term expansion through store development and production capacity

investments.

€ 10,000

% 7,500 * Number of Employees: 25,700

% * Number of Stores: 315

g 5,000

= « Revenue: $14.8 billion USD (31 Dec
2,500 2023)

e Market Capitalization: $223.6 billion
2010 2011 2012 2013 2014 2015 2016 2020 2017 2018 2019 2021 2022 2023 usbD (31 Dec2023)
@ Leather goods & saddlery @ Ready-to-wear & accessories ' Silk & textiles

@ Perfume & beauty © watches @ Other products
@ Other Hermés sectors

7%
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SALES BREAK-DOWN

01 Direct Retail
Boutiques (including travel retail) are the main form of sales for Hermes. In 2023, group store Full-Year 2024 Total Revenue:
sales grew 20% and wholesale grew 24%. These channels are the bulk of their revenue and €15.2 billion - a strong +15%
generated about €13.4 billion in 2023. Direct retail can also include some travel locations. growth at a consistent exchange

rate.

02 E-Commerce

Category Break-Down:
This platform is growing, but it still remains a small part of the overall sales for the company. « Leather Goods & Saddlery:

Their online channel contributed to roughly 10% of overall revenue (about €1.3 billion). This +18% YoY

shows a continued upward trend, but still only a supplementary form of income for Hermes. + Ready-to-Wear & Accessories:
+15% YoY

e Silk & Textiles: +4%

* Perfumes & Beauty: +9% YoY

e Watches: -4%

e Other (Jewelry, Homeware,

03 Wholesale & Travel

This includes sales through high-end department stores, duty-free shops, and travel channels.

Wholesale is approximately 20% of sales, and travel is about 15%.
etc.): +17% growth

o )
HERMES

PARIS



13

REVIEWING THE FINANCIALS

® Hermes International SA Operating Margin (Annual)
LVMH Moet Hennessy Louis Vuitton SE Operating Margin (Annual)
# Kering SA Operating Margin (Annual)

2014 2016 2018 2020

Hermes has significantly surpassed the two other key players in the industry, LVMH and

Kering, when it comes to operating margins. Annually, they sit at about 40% which is

nearly double that of their competitors. Hermés is one of the top companies in turning

revenue into operating profit.

Hermés is a high-gross-margin company. This means that for
every unit of revenue they get, they generate more profit and
cash than a company with low gross margins would. Hermes has
70% gross margins, so they are able to invest around 30% of
sales in operating costs but still maintain respectable operating
margins of about 40%. Their financial model has generated an
abundance of success and allows them to constantly invest back

into their brand and grow, a significant competitive advantage.

Hermeés is a vertically integrated business, but the luxury
industry it resides does not have high capital intensity. This,
paired with their high margins, allows them a high return on
invested capital. As of 2022, the company had a return on
invested capital of 65%, a very impressive figure when compared
to the whole market. It is worth noting that Hermés remains a
family-controlled company, which means they can actin a
long-term way and embrace the environment of being a powerful
heritage brand. Their long-term brand health has and will always

come before short-term profits.
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RETAIL BRAND IDENTITY ANALYSIS
- Distribution Network & Stores

Key Regions Global Footprint Distribution Model

* Europe: +100 « 300 stores globally (flagship stores, Fully controlled

e USA: +50 peripheral stores, and pop-up shops)  Company-owned operations with no
e Asian-Pacific: +120 o 45 countries franchises or licenses

e Other: +20 * Maintaining strict brand consistency

Hermeés focuses on the fain main P’s of retail across all of their locations: product, presentation, people, property, and promotion.
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FUTURE GROWTH PROJECTIONS

Hermes plans to continue its strategic expansion in 2026 with the opening
of a new store in Wilmette, lllinois, at Plaza del Lago, one of the earliest
open-air shopping centers in the U.S., marking its first boutique in Chicago’s
affluent northern suburbs (WWD, 2024).

This complements its ongoing retail development in global locations such
as Wuxi and Shenzhen MixC (China), Atlanta and Princeton (U.S.), and
Lille (France). Production capacity is also being reinforced with new leather
workshops in Riom (2024), L'lsle-d’Espagnac (2025), and Loupes (2026),
with further sites planned through 2028. Hermés continues to enhance its
vertically integrated model, with 74% of products manufactured in France,

while e-commerce growth remains robust, acquiring 65% of new clients on-

As of the end of 2024, line in 2023.

Consolidated Revenue: €15.2 billion Looking ahead, Hermeés’ entry into haute couture and expansion into key

suburban markets reflect its globally consistent yet locally adaptable growth

Recurring Operating Income: | €6.2 billion (40.5% of sales) strategy.

In their 4th quarter, sales reached €4.0 billion, increasing by 18% at

Net Profit: €4.6 billion (30.3% of sales)
constant exchange rates and current exchange rates. All Hermes areas,

geographically, had solid growth, with the Americas in particular excelling in

Adjusted Free Cash Flow: €3.8 billion (up by18%)

overall revenue increase.
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CURRENT POSITIONING

Market Positoning:

Mainstream
Visibility

Heritage
Emphasis
H
B Lo Fone
! Z CHANEL
LOUIS VUITTON HERMES

D_ PARIS
101

! BOTTEGA
@ N T

BALENCIAGA | CELINE

Contemporary
Emphasis

Discreet
Visibility

Hermés holds a distinct position at the top of the luxury market,
defined by its artisanal craftsmanship, strict control over distribution,
and heritage-driven identity. It is one of the most premium-priced
brands globally, offering products that are not only expensive but also
intentionally difficult to access.

Unlike its more widely available peers, Hermés avoids mass-market
tactics. The brand emphasizes scarcity, personalization, and
timeless value over trend-driven visibility. With just over 300
boutiques worldwide, Hermes is highly selective in its expansion,
\entering only markets aligned with its values. Its offerings, from
leather goods and scarves to RTW and fragrance, are all presented in
curated, boutique-only environments.

Today, Hermes is regarded as the gold standard of modern luxury,
where value is defined not by volume, but by restraint, craftsmanship,
and lasting cultural prestige.

Hermes occupies the top-right quadrant in the market
positioning matrix, due to their focus on craftsmanship, minimal

marketing, and boutique exclusivity.
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PRICE/ACCESSIBILITY MATRIX

High
Accessiblity
@ GUCCI
MICHAEL KORS @
=
COACH
Attainable
Dior
BOTTEGA
VENETA
Low
Accessibility

Premium

Hermeés occupies the bottom-right

quadrant of a pricelaccessibility matrix,
meaning it is high price and low
accessibility. A defining trait of
ultra-luxury brands.

Direct compeititors include Loro Piana and
Chanel. Indirect competitors include Bottega

Veneta and Louis Vuitton.

Yt
HERMES

PARIS



18

SWOT ANALYSIS

Strengths
* Heritage craftsmanship. Widely viewed as the epitome
of luxury
¢ Controlled, company-owned distribution ensures
brand consistency.
* Scarcity and product access barriers maintain high
demand and resale value.

Weaknesses

* Outdated digital strategy. Compared to peers, Hermes
maintains a restrained online presence and limited e-
commerce scope.

e Strong reliance on mature markets (Europe, Japan)
while competitors aggressively scale in newer markets.

* Limited scalability due to handcrafted production
methods.

Opportunities

* Emerging Market Expansion. Markets like South Africa,
Southeast Asia, and the UAE offer high-potential UHNW
consumer growth.

* Rising customer interest in experiential luxury.

e Sustainability trends.

* Strengthening virtual store experiences, bespoke
services online, and app-based clienteling can
modernize its touchpoints.

Threats

¢ Inflation or recession could slow aspirational spending,
even if UHNWIs remain resilient.

* Competitive pressures. Brands like Chanel, Louis
Vuitton, and Loro Piana are investing heavily in “quiet
luxury” and heritage storytelling.

* High resale value makes Hermés a top target for
counterfeiters, especially “superfakes.”

* Vulnerabilities in the supply chain.
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CORE COMPETENCIES

01 Emphasizing
Craftsmanship & Heritage

Every bag from Hermeés is hand-stitched by one artisan and is known
to take around 15-20 hours an item to craft. Hermés can deepen
customer engagement by embracing the storytelling of its
centuries-old traditions. The perfect handcrafting makes their brand
aspirational and will appeal strongly to high-net-worth individuals who
want legacy products. One option is to embrace heritage-focused

campaigns.

02 Leveraging Vertical
Integration

Hermeés owns it all! This includes workshops, tanneries, retail

locations, etc. This gives the brand full control over both supply and
quality. Since they control every step in the value chain, Hermeés can
ensure superior quality that high-end customers demand. They are
also able to quickly adapt to geographically tailored products and

differing consumer tastes.

03 Utilizing Scarcity

They are the leaders in limiting supply to increase demand and
preserve prestige. Their Birkin Bag has become the symbol of

ultimate luxury. Limited availability creates desire. Long waiting
lists and scarcity appeal to customers who seek that status symbol
and prestige from owning luxury’'s most coveted Items. Scarcity
also guarantees that Hermés products keep a high resale value,
and marketing this will entice consumers who are looking for both

status symbols but also long-term assets.

04 Long-Term Strategies

Hermeés has been around for over 180 years and throughout
that time, the brand has emphasized tradition, excellence,
craftsmanship, and cultural depth. Collaborations with
well-known designers/artists for limited-edition collections,
enhancing sustainability credentials, and maintaining an

adaptive yet consistent vision for the brand.

S 1/ S
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COMPETITIVE ADVANTAGES

01 Use Pricing Power to Reinforce Brand
Superiority

Hermeés has ultra-premium pricing while keeping high demand. They
are uncompromising on their quality and craftsmanship, and let their
products speak for themselves. Hermés can continue annual price
increases (usually above inflation) specifically in their top-selling
areas like fine jewelry and handbags. They need to continue to
position themselves as an investment-grade brand thats timeless and
relevant. They must ensure that price remains part of their prestige,

not a barrier for core clientele like luxury investors and brand loyalists.

02 Use Customer Loyalty to Continue
Lifetime Value

Personalized relationships with their clients create loyalty and lead
to repeat purchases of high-value products. Hermeés customers
value and trust their clientele. If the brand uses CRM data, it can
enhance one-on-one experiences with clients. Examples could
include product previews or private shopping opportunities. This
makes Hermes appear more of a private club than a brand, enticing
repeat clients and top spenders to buy across categories. Hermes

has a timeless strategy never sacrificing their brand equity or quality.

03 Maximize Upon Resilient Margins

Their net profit margins are >30% while competitors sit at around 15-20%. These
margins come from the brand centering on scarcity and appealing to the ultra-wealthy.
This will help Hermés to reinforce exclusivity, face economic shifts and a fluctuating
market with ease, invest in positioning long-term, and most importantly, continue to
deliver exceptional value to its core clientele. They must maintain their price stability and
avoid any sort of discounting. If they use their margin strength, they can resist market

trends and preserve their identity for their more mature and discerning consumers.

\

HERMES

PARIS



21

COMPARATIVE ADVANTAGES

01 Emphasizing French Production
Expertise:

Hermeés produces leather goods of the highest quality in-house in
France. Their craftsmanship gives a comparative quality advantage
as opposed to other brands outsourcing to lower-cost countries.
Hermes can do this through reinforcing its brand mythology and
focusing on storytelling. They should market each of their products
as a living embodiment of French heritage. They can use ateliers as
marketing tools and offer exclusive access to their VIP clients. Finally,
the brand can have limited-edition collections that show French
artisanal techniques, which will appeal to clients who truly value

cultural authenticity.

02 Leveraging Supply Chain Ownership:

Reinforces a perception of Hermes that's stable and

trustworthy. The brand can drop exclusive and limited items that
competitors only struggle to replicate.An idea for the brand is to
expand its made-to-order and personalization services. While this
may be a risk, Hermes’ main consumers are loyalists who will adore
this on-hand, personal commitment. This also guarantees material
traceability and sustainability, which consumers are valuing more
and more with each passing year. The brand can respond faster to
disruptions, which will build upon consumer trust and allow it to act

quicker than competitors.

03 Utilizing Ownership of Rare Materials:

t's astounding everything that Hermés owns! Everything from leather tanneries to crocodile farms. This gives the brand advantages that

aren’t accessible to many of its other competitors. Hermés products are iconic and can never be replicated. They need to continue to

maintain the scarcity of these Items like the Birkin bag, Kelly bag, and exotic skins to keep up the buzz. The company could even create

hyper-exclusive lines to reach VVIP customers and provide education surrounding these rare materials to further deepen the appreciation

of customers and justify pricing.

HERMES

PARIS
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DIFFERENTIAL ADVANTAGES

01 Emphasizing Exclusivity as a Barrier and
a Magnet:

The difficulty of obtaining iconic products like the Birkin or Kelly
reinforces their status, and desire increases with unavailability. This
psychological scarcity makes the brand even more aspirational to elite
and aspirant consumers alike. Hermes uses exclusivity as a strategic
tool to control access and create demand for its iconic items (like the
Birkin and Kelly bags), which are not advertised or sold online. This
scarcity boosts perceived prestige and requires consumers to build
relationships with sales associates or demonstrate loyalty to gain
access. By creating a consumer hierarchy, Hermés drives desire
among aspirational buyers while fostering loyalty among UHNWIs

who value exclusivity.

02 Focusing on Experiential,
Relationship-Driven Retail:

Hermeés boutiques are not transactional; they offer a deeply curated,
relationship-based retail model. Sales associates build
personalized clienteling experiences, helping the brand deepen ties
with VIP customers over time. Hermes stores function as

immersive brand experiences instead of mere retail spaces. They
focus on unique architecture and personalized service, fostering
long-term relationships over immediate sales. This approach allows
Hermes to manage the entire customer journey, offering tailored
attention, private viewings, and exclusive events. It creates a high-
retention ecosystem, enhancing customer loyalty and lifetime value.
This strategy appeals to seasoned luxury clients who desire refined

experiences and aspirational consumers.

03 Reiterating Cultural and Symbolic Capital:

Hermes is positioned as a “quiet luxury” brand, ideal for consumers who want to signal status without overt branding. The brand’s values, refinement,
tradition, and discretion attract a clientele increasingly disinterested in logo-heavy fashion. Hermes sells tradition, symbolism, and mastery rather than just
fashion. Its heritage, artisan craftsmanship, and minimal celebrity endorsements reinforce this identity, positioning the brand as timeless. Hermés products
act as status markers linked to artistry and refined taste. The brand’s connections to cultural spaces elevate its role from mere product-maker to cultural

authority, attracting cultural connoisseurs and values-driven consumers who prioritize longevity in luxury.

e
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SELECTIVE GLOBAL EXPANSION

Hermes has fewer than 310 boutiques worldwide, despite its demand and revenue growth. Unlike many competitors who prioritize rapid expansion and visibility, Hermés

opens new stores sparingly and surgically, only where there is a clear alignment with its client base, brand ethos, and long-term cultural value.

Location Strategy

New stores are typically opened in cities with concentrated wealth, high tourism from UHNWIs, and cultural appreciation for luxury, such as Seoul, Aspen, and Monaco.

Immersive Store Design

Boutiques are more than sales points; they are embassies of the Hermés world. Each location features bespoke architecture and locally inspired design elements that blend the brand’s

Parisian heritage with regional identity. Store interiors are curated to reflect slow luxury: tactile materials, art installations, and warm lighting that encourage lingering, not rushing.

Personalization at Scale

Services such as made-to-measure equestrian saddles, bespoke handbag orders, and private salons for ultra-high-net-worth clientele are integral to the in-store experience. Many

flagship stores include in-house artisans demonstrating craftsmanship live, a celebration of heritage and transparency.
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GEOGRAPHIC EXPANSION

OBJECTIVE

Hermes is actively exploring opportunities for geographic expansion into emerging luxury markets. While the brand has
a well-established presence in mature regions, untapped markets like Colombia, Saudi Arabia, and South Africa present
diverse growth potential and strategic significance.

To determine the most suitable market for expansion, this project applies a standardized evaluation framework based on
four key metrics. These criteria align with Hermes'’ core values of exclusivity, cultural fit, and long-term brand

sustainability. Each country is assessed with the same set of dimensions to ensure consistency and comparability.

01 Market Attractiveness 03 Country Risk

Evaluates the size and growth of high-income consumer groups, per Measures political stability, legal transparency, foreign investment friend-

liness, and potential cultural or religious constraints that may

capita spending power, and overall cultural receptiveness to luxury

goods. Up from 8.3% in 2023. impact Hermés'’ brand or product categories.

02 Retail Development 04 Market Saturation

Assesses the presence and quality of luxury retail infrastructure, Analyzes the presence of major international luxury brands, competitive

including high-end shopping districts, premium service standards, and intensity, and whether market white space still exists for Hermes to

logistics capabilities necessary for Hermés’ operations. establish a differentiated position.
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PESTEL ANALYSIS:

Colombia is a
democratic country with
relatively stable
institutions; however, it
continues to face
challenges related to
corruption, civil protests,
and local governance
inefficiencies. These
issues may increase op-
erational risk, particularly
for luxury brands
operating outside tier-one
cities such as Bogota

and Medellin.

As an upper-middle-
income economy,
Colombia is witnessing
the steady growth of its
middle and upper-middle
class. Cities like Bogota
are seeing rising
disposable incomes and
growing interest in luxury
consumption.
Nonetheless, inflation
and currency fluctuations
remain key concerns for

imported luxury goods.

Urban youth in Colombia
are increasingly drawn to
European luxury brands,
associating them with
Western
aesthetics and social
status. Social media
platforms such as Ins-
tagram and TikTok play
a critical role in brand
awareness and
aspiration. However,
persistent income
inequality limits the size
of the luxury-consuming

population.

Colombia’s digital
infrastructure continues
to improve, particularly in
major cities. E-commerce
and mobile payments are
becoming more
common, supporting
luxury retail develop-
ment. Still, Hermeés-level
service expectations—
such as clienteling and
high-end after-sales
experience—will require
additional local

investment.

Although awareness of
sustainability is gradually
growing, it remains a
secondary concern for
most Colombian
consumers. Environmen-
tal regulations in retail
are relatively flexible
compared to Europe,
offering Hermés more
freedom in store design

and logistics operations.

Colombia’s legal

environment is

generally supportive of

foreign investment and
offers intellectual prop-
erty protection. Howev-
er, slow administrative
processes and regulatory
complexity may delay
market entry, necessitat-

ing local legal support.




PESTEL ANALYSIS:

Saudi Arabia operates
under an absolute
monarchy, offering

political stability and a
centralized policy-
making structure. Under
the Vision 2030 initiative,
the government
actively encourages
foreign investment, retail
infrastructure
development, and luxury
tourism, creating a
favorable landscape
for international luxury
brands like Hermes.

With a high GDP per
capita (over $30,000)
and a growing base of
high-net-worth individu-
als, Saudi Arabia is one
of the most attractive
luxury markets in the
MENA region.
Despite its
dependency on oil, the
country is rapidly
diversifying into sectors
like retail and
entertainment, making it
an increasingly promising
environment for
premium fashion and

leather goods.

Cultural reforms,
including the easing of
restrictions on women

and the rise of
entertainment and
fashion events, have
expanded the customer
base for luxury goods.

Younger generations,

especially affluent

millennials and Gen Z

consumers, are seeking
luxury experiences and

global fashion brands,
which supports Hermes'

high-end positioning.

Saudi Arabia is
investing heavily in smart
city projects and
advanced retalil
ecosystems. The
digital payments
landscape is well-
developed, and
e-commerce adoption is
increasing. These
developments align with
Hermes’ omni-channel

retail goals and luxury

clienteling expectations.

Sustainability is gaining
more attention in
Saudi Arabia, with

government-led initiatives

promoting green building
standards and energy
efficiency. Although
environmental
regulations are still
maturing, there is rising
consumer awareness
around ethical
production and
responsible consumption,
especially in the luxury
space.

The legal framework for
foreign investment has
improved significantly,
with reforms to stream-
line business registration
and protect intellectual

property rights.
However, cultural
sensitivities still play a
role in shaping
advertising content,
gender representation,
and in-store customer

experiences.




PESTEL ANALYSIS:

South Africa is a
parliamentary democracy

with relatively stable
institutions, though
issues such as
corruption and limited
public service capacity
continue to pose
operational challenges.
Nonetheless, the
regulatory environment
is broadly supportive of
foreign investment,
particularly in high-end

urban retail sectors.

While national economic
growth is modest, cities
like Cape Town host a
significant concentration
of high-net-worth
individuals and a well-
established middle class.
South Africa is the largest
luxury market in Sub-
Saharan Africa with a
strong local demand

base for premium goods.

High unemployment and

currency volatility may
challenge pricing strategy

and cost management.

South African society is
socioeconomically
diverse, with consumer
behavior marked by
polarization. Affluent
consumers exhibit a
preference for European
luxury heritage brands
and associate luxury with
status and cultural
capital. In fashion-for-
ward hubs like Cape
Town, luxury goods are
embedded in the city’s
social fabric. Brand
storytelling and cultural
values play a crucial role

in purchase decisions.

Urban centers in South
Africa are supported
by modern payment
systems and logistics

networks, making them

capable of hosting luxury
omnichannel retail
operations. However,
technological disparities
between urban and rural
areas necessitate a focus
on flagship city-based
locations and enhanced

in-store experiences.

Sustainability
considerations are
gaining traction in South
Africa’s urban planning
and retail development.
Green building
certifications and
energy-efficient practices
are increasingly valued.
Hermeés may benefit from
aligning new store
development with ESG
principles to meet
emerging consumer and

regulatory expectations.

The country’s legal
framework is well-
developed, allowing
foreign firms to establish
wholly-owned
subsidiaries and offering
reliable intellectual
property protection.
However, businesses
must navigate import
permits, labor laws, and
advertising regulations
carefully to ensure full

compliance.
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COMPARATIVE ANALYSIS CHART

. . High-income consumers Wealth inequality but
Middle class expansion and
. . and government support strong upper-class
youth-driven fashion . " .
2 (Low) : 4 (High) for luxury, but cultural 3 (Medium) consumer base in
interest, but lower per
. norms affect product Johannesburg and Cape
capita income.
range. Town.
P b
-4 (High) political instability increase | -2.5 (Medium) glous regule y -2 (Low) P ng
. . restrict brand image and openness to foreign luxury
risk for luxury investment. .
offerings. brands.
Luxury infrastructure is
i . Growing mall development Established luxury retail
underdeveloped outside . . . . L .
2 (Low) . 3 (Medium) and luxury retail zones in 4 (High) centers and logistics with
Bogota; few high-end . . . .
malls Riyadh, but still maturing. global service standards.
Existing competitors like
Limited presence of top- Moderate saturation with Louis Vuitton, but still
3 (Medium) tier luxury brands leaves 3.5 (High) top-tier brands like LV and 3.5 (High) under-penetrated
space for differentiation. Gucci already present. compared to global
benchmarks.
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LUXURY MARKET:

Hermes needs to consider the strong
luxury trading densities in cities like
Cape Town and Johannesburg. Resale
and sustainability trends also enhance
the desirability of a brand if the company
takes care to localize the messaging.

Another route that the brand could take

is partnering with platforms like Luxity to
reach younger consumers, since digital

channels and resale platforms would be
able to offer a new level of synergy.

Hermes also has to consider the fact that
in South Africa, middle-income aspirants
are looking for a way into the luxury
world, but Hermés shouldn’t let this
influence their level of exclusivity, no

matter the location.

Metric/Segment

Year 1 Estimate

Size & Growth

Growth Rate

Personal Luxury Goods

About USD 5.7 billion

About1.3%

Luxury Fashion

USD 250.8 million

About 5%

Total Luxury Goods

Up to USD 120 billion by
2030

About 6-11%

Luxury Furniture/Home
Decor

USD 420.3 million as of

2024 and expected to
grow to $508.9 million in
2030

About 3.2%
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FINAL CHOICE: South Africa

Based on the A.T. Kearney framework along with a concise PESTEL analysis, South Africa stands out as the most strategic market for
Hermes, scoring 8.5, ahead of Saudi Arabia (8) and Colombia (3). Colombia shows promise with a young, digitally engaged population, but
faces economic instability and lacks strong luxury infrastructure. Saudi Arabia benefits from high incomes and policy support, but presents

cultural and legal constraints that may restrict Hermes’ brand expression.

In contrast, South Africa offers a balanced and mature environment. Affluent consumers are concentrated in cities like Johannesburg and
Cape Town, contributing to medium-to-high market attractiveness. A democratic political system and transparent legal environment ensure low
country risk. The retail infrastructure is well-developed, with luxury malls and efficient logistics. Although global brands like Louis Vuitton are

present, market saturation is moderate, allowing Hermes to build a strong, differentiated presence.

Given these factors, South Africa is recommended as Hermés' next expansion market—offering both near-term feasibility and long-term
brand-building potential.




PESTEL ANALYSIS: Political

KEY INSIGHTS:

* South Africa is a stable constitutional democracy with
peaceful elections and the rule of law

* The government’s processes are slow, and corruption
remains a concern

* New import duties and VAT reforms on luxury and low-
value goods took effect in 2024

IMPLICATIONS:

* Must prepare for regulatory delays and ensure customer e
compliance

* Budgeting for higher landed costs: includes a 15% VAT
plus up to 45% import duties on luxury apparel and
accessories

« Partnering with local experts is ideal for navigating

bureaucratic red tape efficiently

ot
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PESTEL ANALYSIS: Economic

KEY INSIGHTS:

» South Africa is Africa’s most advanced economy, with a
growing high-net-worth population concentrated in
Johannesburg and Cape Town

 The gross domestic product (GDP) exceeded $399B in
2024, but inequity is high, and the South African rand is
unpredictable

» Luxury retail sales topped ZAR 55 billion in 2023 and
continued to grow by 14% annually

IMPLICATIONS:

» Target affluent customers and tourists in urban centers.

» Consider foreign exchange (FX) hedging strategies to
reduce currency fluctuations

» Price in local currency to align with regional market

expectations and protect margins
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PESTEL ANALYSIS: Social

KEY INSIGHTS:

* There is a strong cultural emphasis on luxury, status, and
aspirations among South Africa’s elite.

* Young, upwardly mobile customers are increasingly turning
to international brands.

» Storytelling, craftsmanship, and local cultural alignment are
highly valued

IMPLICATIONS:

 Lean into heritage storytelling, slow luxury values, and
product history.

» Collaborate with respected local artists or creators for
limited editions.

 Use local luxury influencers to build community-based

brand trust among Gen Z and Millennials.
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PESTEL ANALYSIS: Technological

KEY INSIGHTS:

South Africa is digitally advanced with 70%+ smartphone
penetration

Mobile-first shopping behavior is the norm among affluent
buyers

Instagram, WhatsApp, and localized e-commerce platforms
dominate digital consumption

IMPLICATIONS:

Integrate mobile-first CRM and appointment booking via
app or WhatsApp

Building strong omni-channel experiences with click-to-
consult and AR product previews

Maintain a localized digital catalog and in-store QR-

enabled features

HERMES
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PESTEL ANALYSIS: Environmental

KEY INSIGHTS:

» Elite customers are increasingly interested in sustainability
and traceability
» There is a growing appreciation for eco-conscious luxury

and responsible production, especially in fashion and

interiors
» South Africa also experiences water shortages and

environmental instability

IMPLICATIONS:

* Highlight Hermés’ commitment to ethical sourcing and
low-impact craftsmanship

* Introduce limited runs or exclusive products inspired by
South African nature

» Consider in-store displays that tell sustainability stories or

show artisan processes

Y i)
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PESTEL ANALYSIS: Legal

KEY INSIGHTS:

* IP laws are strong on paper but are inconsistently enforced

* New VAT rules were placed in September 2024, which
placed a tax on low-value imports to protect local industry

» South Africa has strict labor laws, with powerful unions and

a minimum wage

IMPLICATIONS:

» Secure local legal counsel to support IP protections and
customs compliance

» Hire and train local staff following national labor law

» Monitor resale and counterfeit markets carefully
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MARKET ANALYSIS:

Market Size & Growth

Regional & Retail Conflict

Consumer Trends & Drivers

Retail Hubs & Channel Landscape
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01 Formal Market Size

In 2022, South Africa’s formal retail sector was
approximately USD 90 billion and was expected
to grow at over 4% CAGR to 2027.

For 2025, total retail trade sales are projected at

about $1USD 1.53 billionth 7% nominal growth.

RETAIL MARKET: South Africa

02 Apparel Market Overview

The apparel category is valued at about USD
6.03 billion in 2025 and is forecasted to grow at
5a .4% CAGR through 2029.
In 2025, apparel per capita spending in South
Africa is roughly USD 93.11.

Non-luxury made up about 97% of total units.

03 Recent Momentum

As of January 2025, retail sales grew 7% YoY
and were majorly led by both textiles and
footwear (+10.1%) and furniture (+8.5%).
Growth slowed down to 3.9% in February

By May of 2025, retail sales increased again by
4.2% YoY.

Leather goods were one of the top-growth

segments at +12.5%.

04 E-Commerce

The broader South Africa e-commerce market is
valued at about USD 38.5 billion in 2025.
Growth up to $61.5 billion by 2030 (9.8%).
E-commerce is now about 10.5% of overall retail
sales.

Up from 8.3% in 2023.
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OUR DECISION: Cape Town, SA

Both Sandston City and Cape Town offer opportunities for
success for Hermes. We decided upon Cape Town because
this is a company that's known for taking risks when it comes
to new locations. Sandton City, Johannesburg, is already a
well-established luxury hub, but the V&A Waterfront in Cape
Town is still on the rise. There’s endless untapped potential
that we believe Hermes could maximize upon and establish
this area as the prime luxury shopping district.

Cape Town is growing quickly, with an entirely new luxury
wing that major brands will soon be launching in. The area is
the leading tourism hub and is marked by high International
spending. Cape Town is characterized by art, design, culture,
and storytelling. All of these factors mirror Hermes'’s values
and align with the heritage they always cultivate wherever
they open.

We believe the V&A Waterfront in Cape Town, South Africa,
will be the most likely avenue of success for the new Hermes
location. Specifically, they should locate in the Victoria Wharf
luxury wing because it offers a prime, high-visibility storefront

with scenic waterfront views.
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PRIZM SEGMENTATION

Global Affluence

HNWIs, expats, successful entrepreneurs, digital
nomads, and private equity

Clifton, Constantia,
V&A Waterfront

Private shopping, VIP
exclusivity

Birkin & Kelly bags,
watches

Culture
Capitalists

Wealthy professionals in design, architecture, and
creative Industries

Gardens, Woodstock,
V&A Waterfront

Value craftsmanship
and limited editions

Artistic collabs, scarves,
tableware

Heritage
Establishment

Generational wealth, old-money families, wine estate
owners

Constantia, Newlands,

Discreet shoppers,
favor timeless over
trendy

Classic bags, equestrian
items, leather goods

Stylish Socialites

Mobile millennials, social Influencers, fashion-forward
professionals

Sea Point, Green
Point, V&A Waterfront

Trend-consious, social
media Influence,
statement buys

Twilly scarves,
perfumes, Oran sandals

Affluent
Acheivers

Corporate execs, lawyers, doctors, often dual-income,
with global travel habits

Tamboerskloof,
Claremont, V&A
Waterfront

Global mindset of
seamless service and
prestige

Small leather goods,
belts, lifestyle objects

Curated
Conscious

Eco-luxury lovers, slow fashion advocates, upper-
middle class with taste

Woodstock, Bo-Kaap

Selective buying, slow
fashion values

Sustainable lines, silk,
non-leather ltems
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SALES POTENTIAL: Cape Town

Metric

Customers

Year 1 Estimate

5,000-7,000

Year 3 Potential

9,000-12,000

bl ) 2

Avg. Sale per Customer

$2,500-$3,500

$3,500-$5,000

Total Sales Revenue

$12.5M-$24.5M

$30M-S60M

Conversion from tourist
spending

25-30%

35-40%

Repeat high-value
clients (local)

5-10% of customers

Growing through events and
customer relationships

This is a rough estimate of the sales potential that we
envision for the new Hermes location in Cape Town,
South Africa.

This data is based off of the data of similar

luxury locations who have found success in the area
(Louis Vuitton, Gucci), key consumer groups that
exist in the area (HNWIs, wealthy professionals,
affluent tourists), and drivers that we found that will
lead to success (low

competition in French luxury, tourist and prestigious
local buying habits).

Hermeés has an average annual turnover of USD 52
million per store, putting our Year 3 potential growth

Yt
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V&A WATERFRONT AREA FACTORS

e Pedestrian traffic is high, with an annual footfall of roughly 24 million visitors. This traffic is sourced from a variety of
consumers, from tourists, art connoisseurs, to local luxury consumers

*  V&A Waterfront has public transport access. MyCiTi Bus is a dedicated terminal to the location, so it will never be a
struggle for consumers to arrive at this destination

e There are also minibus taxis that have nearby drop-off points, along with a railway station ten minutes away, and ferries that head to
this location

*  V&A Waterfront has easy vehicular access and parking because they have direct road access, private car traffic, over 8,500+ bays of
parking, including valet, and 24/7 patrols to ensure security

e Infrastructure in this area is surpassing that of any nearby area! They are creating a European-style pedestrian area
(perfect for Hermeés) with luxury mid-used architecture

e The Waterfront is also expanding in terms of luxury, offering free WiFi, and includes museums, event spaces, design

studios, and more for customers looking for more.

Hosts luxury brands such as Louis Vuitton, Versace, and Gucci. A new luxury wing is also under development and attracting a
lot of attention from demanding consumers! The entire Victoria Wharf is tailored for destination shopping.

The Silo Hotel is Cape Town’s most Iconic ultra-luxury boutique hotel, and it is located within the V&A district. This area is also home to
One&Only Cape Town, which is frequently visited by international HNWIs and celebrities.

The Zeitz MOCAA (Museum of Contemporary African Art) is a world-renowned modern art museum located in this area. Hermés can
leverage this partnership with an art museum and globally market their alignment with local culture while also insinuating their French heritage.

Cape Town is home to a variety of high-end restaurants (Nobu, Pier, etc.). They also have sought-after rooftop

bars and private dining. Cape Town also holds the Cape Winelands clientele that frequently visits the Waterfront while in Cape Town.

HERMES
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COMPETITIVE ANALYSIS

South Africa’s growing luxury retail landscape features several established global luxury brands, particularly concentrated in Johannesburg and Cape Town. These key players

provide a framework for Hermes’ potential market positioning, customer base, and retail strategy.

Louis Vuitton, Gucci, Dior, Prada, Ferragamo, Burberry, and Cartier

all operate standalone or boutique-style stores, typically located in high-traffic, high-income retail centers such as Sandton City Mall in Johannesburg

and the V&A Waterfront in Cape Town. These locations are considered the most prestigious shopping destinations in the country and attract affluent

local and international clientele.

Bottega Veneta and Chanel

also maintain a visible presence in these locations. Their boutique experiences are designed to deliver exclusivity, personalization, and lifestyle

immersion, aligning with the experiential focus that is core to luxury retail strategy globally.

A new luxury extension at the V&A Waterfront, expected to open in 2025, signals
the sustained growth of the

ultra-luxury sector in South Africa. Anchor stores planned for this

development include Louis Vuitton, Gucci, and Dolce & Gabbana, reinforcing the
perception of Cape Town as an emerging hub for luxury consumption in Sub-

Saharan Africa.
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SI1ZE, SCOPE, & DISTRIBUTION

The key competitors follow a consolidated retail model, emphasizing:

01 Selective Store Count

Brands do not oversaturate the market. Most operate no more than one or two flagship-level
stores per country, typically in urban economic centers.

02 Luxury Mall Placement

Distribution is centered around elite shopping malls, which offer both foot traffic and brand

synergy. Presence in Sandton or V&A Waterfront often signifies elite positioning in the market.

03 High Service Orientation

Clientelling, appointment shopping, personalized styling services, and curated visual
merchandising are part of the competitive expectation in these spaces.

Hermeés will need to follow a similarly restrained, flagship-driven rollout strategy. However, it should

differentiate itself by its even stricter distribution controls, its commitment to scarcity marketing, and its craftsmanship-focused
retail spaces (e.g., salons, ateliers, and immersive private shopping).
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LOUIS VUITTON

Market Positioning
& Brand Strategy

Louis Vuitton occupies a distinct space in the luxury
hierarchy as both an iconic heritage house and a
leader in contemporary fashion culture. In South
Africa, the brand has maintained this dual identity
by anchoring its presence in ultra-premium
locations and adapting its client service model to
local elite expectations.

Louis Vuitton emphasizes exclusivity through
customized in-store experiences like hot stamping
on leather goods, fragrance refills, and private
appointments. The brand adheres to its global
“Maison” strategy by ensuring each boutique has a
consistent experience of opulence, while adapting
to local cultural nuances and consumer behavior.

LOUIS VUITTON

Store Network Development
& Local Presence

Louis Vuitton entered the South African market in
2004, establishing a flagship boutique in

Sandton City, Johannesburg. It later expanded to
Cape Town, with a store strategically located in the
V&A Waterfront, a shopping destination known for
attracting both high-income locals and international
tourists. Both locations are positioned within luxury
corridors that house other leading fashion maisons,
reinforcing Louis Vuitton’s peer-level branding.

Though the brand has not pursued further
expansion across South Africa, it has consolidated

its market presence by upgrading interiors and
refining services in these two flagship stores. These
boutiques serve as high-visibility, high-control
environments, aligning with Louis Vuitton’s global
model of exclusivity through scarcity.
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GUCCI

Market Positioning
& Brand Strategy

Gucci, under the creative direction of Sabato De
Sarno, blends Italian craftsmanship with high-
fashion relevance. In South Africa, Gucci has
cultivated a loyal base among fashion-conscious
younger elites, thanks in part to its early adoption
of digital engagement and retail flexibility. Unlike
some heritage competitors, Gucci leverages both
physical and digital touchpoints to maximize brand
reach.

Its South African strategy includes omnichannel
accessibility, allowing affluent shoppers in
Johannesburg, Cape Town, and Durban to connect
via boutigue appointments or digital storefronts.
This combination of physical immersion and remote

access reflects Gucci’'s commitment to hybrid

luxury retailing.

Store Network Development
& Local Presence

Gucci entered South Africa in 2015 and initially
partnered with GMT Africa for retail operations. It
currently maintains three flagship boutiques: one
in Sandton City (Johannesburg), one at the V&A
Waterfront (Cape Town), and a third that opened in
2023 at Oceans Mall (Durban). This three-pronged
network gives Gucci the most extensive direct

luxury footprint among its peers in the country.

Store interiors reflect the brand’s evolving

identity, from maximalist to modernist, and each
location integrates high-tech retail tools such as
digital catalogues, WhatsApp-based personal
shopping, and exclusive clienteling platforms.
Gucci is responsive to local buying behavior,

adjusting its product assortment to have more

accessories and ready-to-wear for professionals.
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CHANEL

Market Positioning
& Brand Strategy

Chanel’s global strategy revolves around

scarcity, craftsmanship, and high-art positioning.
The brand’s business model is intentionally opaque,
relying on mystique and tightly controlled

distribution to cultivate long-term desirability. In
South Africa, Chanel adheres to this same global
strategy, offering limited product access, no ready-
to-wear sales, and a minimalist physical presence.

Chanel’s positioning emphasizes couture-level lux-
ury, with a sharp focus on exclusivity. Key
categories like handbags, RTW, and high jewelry
are available only in Chanel boutiques, which are
absent in South Africa as of 2025. This creates a
vacuum of availability and drives local consumers
to purchase Chanel goods abroad or through
unofficial channels.

CHANEL

Store Network Development
& Local Presence

Currently, Chanel does not operate any official full-
line boutiques in South Africa. Its presence is limited
to beauty counters located in premium department
stores such as Edgars or Woolworths. These points
of sale focus primarily on cosmetics and fragrance
categories that maintain brand visibility without
diluting exclusivity.

Customer accounts from luxury forums suggest
that Chanel bags and RTW are not directly
available for purchase in the country. This has the
effect of intensifying brand mystique but also
results in lower brand accessibility. Chanel’s
absence from the South African luxury corridor is
both a limitation and a calculated strategic decision.
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SI1ZE, SCOPE, & DISTRIBUTION

LOUIS VUITTON

\N2/

CHANEL

Metric

Data and Insights

Stores

2 flagships (Jochannesburg - Sandton City; Cape Town - V&A Waterfront)

Distribution

Fully owned boutiques; no wholesale or third-party retail partnerships

Service Model

Personalized appointments, on-site customization, fragrance engraving, exclusive collection
previews

Metric

Data and Insights

Stores

2 flagships (Johannesburg - Sandton City; Cape Town - V&A Waterfront)

Distribution

Fully owned boutiques; no wholesale or third-party retail partnerships

Service Model

Personalized appointments, on-site customization, fragrance engraving, exclusive collection
previews

Metric

Data and Insights

Stores

2 flagships (Johannesburg - Sandton City; Cape Town - V&A Waterfront)

Distribution

Fully owned boutiques; no wholesale or third-party retail partnerships

Service Model

Personalized appointments, on-site customization, fragrance engraving, exclusive collection
previews
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While Louis Vuitton, Gucci, and Chanel each maintain distinct brand
strategies in South Africa, Hermés stands apart through its
unyielding commitment to scarcity, craftsmanship, and timeless

design over trend-based innovation.

Louis Vuitton is present and visible in the market with a curated luxury
experience, but it skews toward broader accessibility and contemporary
culture. Gucci, with its expansive store network and localized e-commerce,
offers the most digitally connected and

geographically diverse luxury footprint, catering to fashion-forward and
younger aspirational consumers.

Chanel, conversely, enforces the most rigid exclusivity, yet lacks a full
fashion boutique in South Africa, limiting its experiential

touchpoints to cosmetics and fragrance counters. In contrast, Hermes

blends the exclusivity of Chanel with the physical presence of Louis Vuitton

and the artisanal identity that none fully replicates.

By entering South Africa with a flagship that emphasizes craftsmanship,
cultural integration, and curated scarcity, Hermes can exploit a clear white
space: a luxury experience that is wholly immersive, physically present, yet
deeply reserved, offering South African UHNWIs a new form of ultra-

premium engagement.




MAIN INDIRECT COMPETITOR:
Luxity

Brand Positioning & Strategy

Luxity is South Africa’s premier pre-owned luxury retailer, founded in 2016 in Cape Town. It
enables consumers to buy and sell authenticated designer goods, including Hermes, Chanel,
Louis Vuitton, Gucci, and more, providing entry points into the luxury category for aspirational buy-
i ers. The brand’s identity rests on an omnichannel, high-trust model, focusing equally on
sustainability, authenticity verification, and a luxury-level retail experience. Luxity’'s mission: to

make luxury accessible through resale without compromising on quality or authenticity, facilitating

both entry and exploration into the world of high-end fashion gLUXITY -' : [ = s LU)iITY!

Retail Network & Store Development

» Luxity has flagship boutiques in Sandton City (Johannesburg), V&A Waterfront (Cape Town), Menlyn Maine (Pretoria), and Gateway Theatre (Durban)

» Its most recent flagship, opened in April 2025 in Sandton City, spans over 300 m? and includes dedicated sections for handbags, watches, shoes, and men’s
luxury fashion. The store features amenities like an executive lounge with champagne to replicate the boutique ambiance of prime new-luxury retail

e Luxity began with one store in 2017 but has since grown rapidly, reflecting the growing normalization of the second-hand luxury market in South Africa
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SI1ZE, SCOPE, & DISTRIBUTION

Luxity

Metric Data and Insights
Stores Locations in Sandton, Cape Town, Johannesburg, Durban, and Pretoria
Distribution Omnichannel: physical stores + national e-commerce platform with courier delivery

Service Model

VIP authentication, layaway terms, consignment or immediate buyout, returns guarantee

Product Range

Resale inventory including handbags, accessories, watches, shoes, fashion, and men’s luxury pieces

projections indicating that 1 in 10 luxury goods purchased by 2027 in
South Africa will be pre-owned. Their VIP and WhatsApp-based client
notification system, where high-value items are offered to loyal
members before public release, mirrors boutique scarcity tactics

In the 2021-22 financial period, Luxity sales surged 190%, with

used by luxury brands.
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While Luxity represents a valuable signal of South Africa’s growing appetite
for high-end fashion and designer goods, it ultimately occupies a different
position in the luxury value chain. Luxity thrives on accessibility, resale
circulation, and aspirational discovery, whereas Hermes is defined by scar-
city, craftsmanship, and long-term cultural capital.

As Hermes considers market entry, Luxity’s success underscores the
need for discretion, legacy-building, and an ecosystem that offers more
than product; it offers meaning. The South African consumer has clear-
ly evolved: there is rising fluency in global brands, increasing purchasing
power, and an interest in quality over novelty. Yet what remains absent is a
brand that transcends trend, that provides ritual, exclusivity, and a sense of
belonging to a global heritage tradition.

Hermes is uniquely positioned to meet this demand, not by competing on

availability or price, but by offering a highly curated, experiential luxury
presence that redefines what it means to own something valuable in South
Africa. In contrast to Luxity’s resale-driven accessibility, Hermés must pre-
serve its allure through intentional scarcity, long-term client relationships,
and symbolic storytelling. This is how the brand will not only enter the mar-

ket but also elevate it.




OTHER INDIRECT COMPETITORS

In addition to global luxury brands, Hermés will face competition from local designers and retailers Thebe Magugu has firmly positioned himself as a culturally
who resonate strongly with South Africa’s affluent, culturally aware, and status-driven consumers. progressive luxury designer, blending high-fashion ’

silhouettes with deep-rooted African heritage narratives.

Since winning the LVMH Prize in 2019, Magugu has gained [ ]
LOCAL LUXURY DESIGNERS: global credibility, using his collections to explore topics like
identity, feminism, and post-colonialism. His work serves as l

cultural commentary wrapped in couture, which resonates
An LVMH Prize winner, has garnered global recognition for collections rooted in African heritage, with affluent South African consumers seeking intellectual
storytelling, and social commentary. With growing domestic visibility and an international showroom in and cultural depth in luxury fashion.
Johannesburg, Magugu appeals to South Africa’s aspirational youth and culturally conscious buyers.
MaXhosa by Laduma Ngxokolo is one of South Africa’s most

recognizable premium fashion exports. Positioned at the
intersection of heritage fashion and premium luxury, Laduma I

Known for luxurious knitwear rooted in Xhosa identity. The brand’s products, rich in symbolism and Ngxokolo’s designs are informed by Xhosa beadwork, pattern

premium materiality, occupy a unique space between traditional craft and modern design, appealing

symbolism, and traditional knitwear. The brand targets both
to both luxury and cultural consumers.
South African elites and the African diaspora, appealing to

® /NI those who desire luxury that affirms cultural identity.

EVA\O
. . . . o o Sindiso Khumalo’s label is globally recognized for
Designs sustainable womenswear that blends archival African aesthetics with contemporary tailoring. Ik 9 y 9

Her appeal lies in ethical production, storytelling, and innovation. sustainable luxury womenswear with historical and archival

African storytelling at its core. Her design practice intersects

fashion, social impact, and environmental advocacy, making

her brand a leader in eco-luxury from the Global South.
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é HOW HERMLES DIFFERS

PR 17 T H

2 While Thebe Magugu, MaXhosa Africa, and Sindiso Khumalo have each carved out

respected positions within South Africa’s cultural and fashion

landscape, they operate with fundamentally different strategies, scales, and brand
philosophies compared to Hermés. These designers emphasize storytelling, heritage
symbolism, sustainability, and identity, appealing to local pride and progressive luxury
values. However, their operations remain primarily niche or regional, with limited
physical retail infrastructure and smaller product assortments.

Hermes, by contrast, represents a global pinnacle of ultra-luxury defined by scarcity,
timeless craftsmanship, and category breadth. Where these indirect competitors offer
narrative depth and cultural relevance, Hermeés brings a level of institutional luxury,
material refinement, and international prestige that is currently underrepresented in the
South African market. Its physical entry would not displace these designers, but rather
expand the local definition of luxury by introducing a heritage maison with unmatched
artisanal credibility and global influence.

Ultimately, Hermes'’ strategic advantage lies in offering what these brands cannot: a
deeply immersive, multi-category luxury ecosystem, from leather goods and silk to fine
jewelry and equestrian gear, delivered through a flagship environment that invites the
South African elite into a world of rarefied excellence. This contrast positions Hermes
not in competition with local brands, but as the next evolution of luxury retail in South
Africa.




TARGET CONSUMERS

As Hermeés considers geographic expansion into South Africa, identifying and understanding the country’s high-value consumer segments is critical. Unlike traditional
emerging markets, South Africa possesses a concentrated, culturally complex luxury audience, driven by a blend of old money, new affluence, and rising creative class

consumers.

South Africa’s luxury clientele is shaped by legacy wealth, entrepreneurial growth, and social mobility, particularly within its Black middle and upper classes. These

consumers are highly selective, brand-aware, and driven by identity, legacy, and experience, not merely status.

@ Intelpoint

South Africa boasted over a quarter of Africa's
millionaires in 2023

The ideal Hermeés customer in this market is not

Africa’s 2023 wealth distribution: Millionaires across top ten countries simply wealthy; they are symbolic consumers, using
luxury as a means of articulating self-worth, global
South Africa B3 37.400
Egypt = belonging, and aesthetic authority. Understanding
ar their demographics, lifestyle values, and
Nigeria N 135,200
Individuals with 0 0 o g N
Kenya E= S1m+ consumption behaviors will inform how Hermes can
m
Morocco Il i ety authentically enter and resonate within this space,
Mauritius E5 .‘ without compromising its core values of discretion,
Algeria lE] = ,\:_'._1@ craftsmanship, and timeless luxury.
Ghana = 2,700 "
Ethiopia B 2,700
4 4
Namibia 2,300 -
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DEMOGRAPHICS

Age:

The largest demographic segment for luxury buyers falls between 25 and 34 years old, making up
approximately 54% of purchases. These individuals are young professionals, entrepreneurs, creatives,

and second-generation wealth inheritors.

Gender:

Though Hermés serves all genders, male consumers dominate luxury spending in South Africa (around

62%), particularly in leather goods, timepieces, and fashion.

Income:

Target consumers fall into the top 5% income bracket, earning well above the average South African house-

hold income. Many are self-employed, C-suite professionals, or members of generational wealth families.

Education & Occupation:

This group is highly educated, with most holding advanced degrees or international schooling. They typically

work in finance, law, consulting, tech, media, or are luxury entrepreneurs themselves.

Geography:

The primary luxury consumer resides in urban financial hubs such as Johannesburg (Sandton, Rosebank),
Cape Town (Camps Bay, V&A Waterfront), and Durban (Umhlanga Ridge), areas that house most luxury

retail developments.

Bt
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THE PRIMARY CONSUMER

EXAMPLE: Phuthi Mahanyele-Dabengwa

AFFLUENT ACHIEVERS:

L . . . The CEO of Napers South Africa (a major global tech investor), Forbes Africa Woman
These are high-income professionals, C-suite executives, legacy

entrepreneurs, and globe-trotting consultants concentrated in South Af- of the Year (2014), and an established figure in private equity and global finance.

rica’s major metro regions (Sandton, Clifton, Umhlanga). Their lifestyle is Phuthi exemplifies the Hermés Affluent Achiever. She’s internationally educated
defined by worldly exposure, business travel, and elite networking.

(Harvard, Rutgers), operates at the highest echelons of business, and travels globally.

Her brand emphasizes refined discretion, minimalism, and excellence, making her a

natural fit for Hermes'’ leather goods, silk accessories, and elevated RTW.

Treats Hermes as a tool of social alignment, less about showing off, more about signaling
elevated cultural taste.

Brand-loyal, discreet, and focused on quality, rarity, and heritage rather than hype or logos.

Time efficiency, personal service, minimalism, and timelessness. They invest in objects of
permanence, like Birkin bags, classic silk scarves, and watches.

HERMES
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THE SECONDARY CONSUMER

EXAMPLE: Rich Mnisi

FASHION-FORWARD MILLENNIALS

. . L . . . . Acclaimed South African fashion designer, creative director, and founder of the RICH
This segment includes digitally native, style-conscious professionals in

their late 20s to mid-30s. They are brand-fluent, research-driven, and MNISI label. Frequently featured in Vogue, GQ, and BoF. While Mnisi is a designer
aesthetically discerning. They follow fashion drops, watch runway shows, himself, he also embodies the cultural and aesthetic preferences of his consumer

and are very active on social media, yet they prefer understated prestige. base, digitally engaged, brand-conscious, sustainability-aware, and passionate about

storytelling through fashion. He's also collaborated with luxury brands like Adidas and

has a global influence through platforms like Instagram.

Drawn to the exclusivity and storytelling of Hermeés. They may aspire to own a Birkin,
but are more likely to begin with entry-point items (e.g., fashion jewelry, twillies, or Oran
sandals).

Follow Hermeés not just for the products, but for the aura of artistry and mastery. They inter-

pret ownership as both aesthetic expression and economic investment.

Sustainability, limited production, niche discovery. Often shop across borders and compare
prices online before visiting in-store.

Y )
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THE TERTIARY CONSUMER

EXAMPLE: Dr. Nthato Motlana’s Family

SOPHISTICATED TRADITIONALISTS

Representing older high-net-worth individuals and legacy families, this
group is shaped by generational wealth, conservative taste, and
established routines of luxury consumption. They may already be
collectors of Hermeés or adjacent maisons such as Chanel, Cartier, and

Loro Piana.

Invests in Hermes as an heirloom brand. Shopping is ritualistic, often connected to life
milestones or seasonal routines (e.g., travel shopping in Paris, Dubai, or London).

Hermés is woven into lifestyle habits, sought for equestrian wear, fine home goods, and
bespoke leather goods. Loyalty is passed through family lines.

Exclusivity, consistency, and ultra-private clienteling. They do not browse; they are invited.

The Motlana family, descendants of Dr. Nthato Motlana, an anti-apartheid activist,
businessman, and founding investor in black economic empowerment, remain
symbols of legacy wealth and generational influence in South Africa.

Although more symbolic than publicly profiled, the family represents the ultra-private,
intergenerational luxury consumer. These are the individuals who travel between
London, Dubai, and Johannesburg, and for whom Hermeés represents a living archive

of elegance, not a product, but a legacy.
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PSYCHOGRAPHICS

Description

Supporting Insight

Hermés Alignment

Aspirational
Mindset

Luxury is seen as a symbol of personal
advancement, success, and social
mobility, especially post-apartheid.

Black professionals and HNWIs see luxury
as a form of self-determination and
upward mobility.

Hermés becomes a marker of legacy and
achievement, not trend.

Cultural
Symbolism

Consumers value brands that
represent identity, craftsmanship,
and heritage storytelling.

Preference for luxury brands with deep-
rooted ethos and ethical reputation.

Hermés’ equestrian origins, artisan
traditions, and family-led model enhance
symbolic resonance.

Experiential
Values

Retail is not just transactional, it's
ceremonial. Consumers crave tailored,
human-centered, and private luxury
experiences.

South African UHNWIs often demand VIP
clienteling, concierge services, and
exclusive previews.

Hermeés' appointment-only viewings, private
salons, and personalization cater to
experiential depth.

Discretion
& Prestige

The luxury customer prefers “quiet
wealth”, subtle symbols of power over
flashy logos.

Growing market rejection of mass-market
luxury in favor of refined, low-visibility
markers of taste.

Hermeés' logo-light designs (e.g., Kelly, Birkin)
embody the ideal of understated affluence.

e
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MERCHANDISE ASSORTMENT PLAN

Category

Leather Goods (Birkin,
Kelly)

Silk Scarves & Accessories

Ready-to-Wear

Watches & Jewelry

Fragrance & Cosmetics

Home Décor

Local Artist Collaborations

% of Mix

Strategic Fit

Core category, high aspirational demand

Scarves, Twillies, shawls - culturally
expressive and climate appropriate

Seasonal prices tailored for a warm, fashion
forward clientele

Quiet luxury statement; preferred by
discreet HNWIs

Accessible product entry points; aligns with
grooming and beauty trends.

Expands Hermeés as a lifestyle brands; pairs
with growing interior design interest

Limited-edition scarves or accessories
inspired by African design motifs

HERMES
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MERCHANDISE ASSORTMENT PLAN

Hermeés Boutique - South Africa
Location: Cape Town

STRATEGIC ALIGNMENT:

Concept: Flagship boutique, b|ending Hermés The proposed assortment plan is strategically aligned with the behavioral pat-

global identity with local cultural resonance.

terns and lifestyle preferences of Hermes’ target customers in South Africa. It
reflects the values and purchasing behaviors of aspirational and status-
driven luxury shoppers, such as high-net-worth individuals and upwardly
mobile creatives in urban areas like Johannesburg and Cape Town. To
support accessibility while maintaining brand exclusivity, the plan includes
categories like cosmetics, scarves, and fragrance that offer attainable

touchpoints for emerging customer segments.

The assortment is carefully tailored to South Africa’s climate and lifestyle.
Lightweight ready-to-wear, breathable textiles, and curated home décor items
that cater to indoor-outdoor and warm weather dressing. The inclusion of
gifting-focused products aligns with local traditions of celebratory spending,
while collaborations with local artists tap into a strong sense of cultural pride

and growing appreciation for luxury craftsmanship rooted in storytelling.

Lastly, the product mix maintains Hermés’ core brand pillars: timeless
craftsmanship, exclusivity, and quiet luxury. By integrating regional relevance
through limited-edition designs, seasonal drops, and culturally resonant
collaborations, the assortment strategy strikes a balance between honoring
Hermes’ global identity and building meaningful connections within the South
African market.
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PRODUCT SELECTION STRATEGY

Leather Goods (35%)

SKUs: Birkin, Kelly, Evelyne, Garden Party, Constance; Colors: Warm neutrals and limited exclusive seasonal tones inspired by the South. African landscape; Sales Strategy: High

in-store exclusivity, concierge appointments, waitlist system.

Silk & Textiles (20%)

SKUs: Twillies, Carré scarves, Maxi Twillys; Special Initiative: Co-designed scarf prints and textiles with South African artists, inspired by traditional patterning (e.g., Ndebele motifs);

Sales Strategy: Storytelling-focused visual merchandising and artist spotlight displays.

Ready-To-Wear (15%)

Menswear & Womenswear: Lightweight, breathable silks, cottons, and linens; Silhouettes: Relaxed tailoring, safari-inspired jackets, kaftan-style dresses, tunics; Sales Strategy:

Capsule collections tied to seasonal climate, events (e.g., Cape Town Art Fair), and local tailoring services.

Jewelry & Watches (10%)

SKUs: Clic H Bracelets, enamel cuffs, Cape Cod & Heure H watches; Design Note: Subtle earth-tone enamels and Africa—inspired geometric accents; Sales Strategy: Gifting

campaigns and seasonal bridal marketing.
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PRODUCT SELECTION STRATEGY

Fragrance & Cosmetics (10%)

SKUs: Terre d'Hermés, Twilly d’'Hermeés, lip balms, hand creams, and soaps; Sales Strategy: Introductory luxury category for aspirational buyers and younger

audiences; travel retail partnerships for tourists.

Home Decor (5%)

SKUs: Avalon blankets, porcelain tableware, leather trays, decorative pillows; Sales Strategy: Lifestyle expansion for existing customers; cross-sells during personal shopping

appointments and home interior events.

Jewelry & Watches (10%)

Example: Limited-edition scarves or enamel cuffs inspired by Zulu beadwork, Xhosa color palettes, or Cape Dutch florals; Sales Strategy: Exclusivity-driven collections tied to local

art fairs: with artist storytelling woven into in-store displays and campaign visuals.
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STORE DESIGN

Our Hermes store in Cape Town adopts a localization-integrated flagship strategy. As a two-story store located in a high-end retail area, the ground floor features the brand’s core
product lines—including leather goods, silk accessories, and ready-to-wear—while the second floor is dedicated to VIP experiences and showcases high jewelry and home décor.
By blending semi-cloning architectural consistency with localized elements such as limited-edition scarves inspired by African design moitifs, this store offers a culturally resonant yet
globally luxurious experience. Cape Town’s affluent clientele, thriving art scene, and international tourism appeal make it an ideal location for a long-term brand-building presence.
We believe the V&A Waterfront in Cape Town, South Africa, will be the most likely avenue of success for the new Hermes location. Specifically, they should locate in the Victoria

Wharf luxury wing because it offers a prime, high-visibility storefront with scenic waterfront views.

HERMES
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STORE DESIGN

EXPLORE HERMES IN 3D

SCAN TO WATCH

Click To Watch Video in Drop Box

Design Concept: Timeless Luxury Meets Local Elegance

The Hermés Cape Town store embraces the brand’s iconic French refinement while
seamlessly integrating with the city’s upscale retail landscape. The interior palette
features warm neutrals—beige, stone grey, and subtle accents of Hermes orange—
to evoke an atmosphere of understated sophistication. Upon entering the first floor,
guests are welcomed into the ready-to-wear section, where mannequins and textured
stone walls frame a modern yet inviting space. Moving deeper into the store, the
layout transitions organically into leather goods, footwear, scarves, and jewelry zones,
using glass showcases and metallic finishes to elevate product visibility and reflect the
brand’s craftsmanship.

A discreet staircase near the rear of the ground floor leads to an exclusive VIP lounge
on the second floor. This upper level is designed with soft lighting, plush seating,
leather-paneled walls, and curated art pieces to create a calm, private ambiance.
Here, guests receive personalized consultations and enjoy a tailored luxury
experience. The store’s design maintains Hermes’ global brand consistency while
thoughtfully adapting to Cape Town’s cultural aesthetics—offering a refined and
immersive journey that honors both place and tradition.
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INTERIOR ZONING DESIGN

Ready-to-Wear Leather Goods, Footwear & Accessories

Space Allocation & Productivity:

¢ First Floor focuses on high-traffic categories: ready-to-wear, leather goods, and accessories.

¢ Second Floor supports longer customer engagement through personalized services, maximizing experience per square foot.
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INTERIOR ZONING DESIGN

Interior Zoning Design for Second-Floor VIP Experience Area

Safety & Security:

e Security measures include discreet surveillance, smart sensors, and lockable display units. The VIP floor offers a secure

environment with controlled access to maintain privacy and protect high-value pieces.
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INTERIOR ZONING DESIGN

Leather Goods, Footwear & Accessories Ready-To-Wear

Fixtures & In-Store Presentation:

e All furnishings are tailored to the space, using walnut wood, brushed brass, and Hermés’ signature leathers. Display tables are low-profile to

preserve visibility across zones. Fixtures are minimalist to emphasize the craftsmanship and uniqueness of each product.
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FLOOR PLAN & TRAFFIC FLOW

First Floor Layout First Floor Customer Flow

A
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FLOOR PLAN & TRAFFIC FLOW

(F’\

¢

First Floor Layout & Customer Flow

After entering through the main door, customers are gently led into the ready-to-wear area—a
well-lit, open space that sets the calm, luxurious tone of the boutique.

As they move forward and slightly right, they pass through leather goods, footwear, acces-
sories, and silk in sequence. There are no physical barriers between these sections; instead,
subtle shifts in floor materials, lighting warmth, and furniture forms guide the customer’s
attention from one product category to the next.

The circulation follows a U-shaped path around the space, with a circular seating area at the
center for guests to pause, wait, or consult with staff. This layout avoids forceful direction and
instead invites relaxed exploration, mirroring Hermes’ belief that luxury should be savored—
not rushed—and experienced as a slow, curated journey through craft and detail.

Second Floor: VIP Experience Lounge

Customers ascend to the second floor via a discreet spiral staircase at the back of the store.
This vertical movement signals a transition—from the public realm of retail to a more private
and exclusive environment.

Upon arrival, guests enter a semi-open lounge furnished with custom leather seating and soft
ambient lighting, offering a space to relax and ease into the VIP experience. From there, staff
gently guide each client based on their preferences—whether to a private fitting area, an art
alcove, or a bespoke service room.

The flow upstairs is intentionally non-linear. There’s no set path, allowing each VIP to navigate
the space at their own pace. This fluid circulation supports Hermés’ commitment to privacy,
personalization, and craftsmanship.
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VIRTUAL MERCHANDISING
STRATEGY
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VM Strategy

01 Emotionally Grounded
Circulation

Rather than using rigid shelving or signage, the
store encourages a fluid browsing path through
curved partitions, open sightlines, and layered
lighting. Product transitions—from ready-to-wear
to leather goods, then scarves and jewelry—feel
seamless, supporting Hermés’ philosophy of

savoring luxury as a slow, intimate ritual.

03 Timeless Luxury
Storytelling

Each display vignette is carefully curated to

reflect Hermes’ heritage of French refinement
and craftsmanship. Ready-to-wear ensembles
are styled with silk scarves, leather handbags,
and fine jewelry to evoke a sense of elegance
in motion. Warm ambient lighting and natural
textures such as stone, wood, and brass enrich
the sensory experience, reinforcing the brand’s

identity as a maison of timeless luxury.

02 Moments of Personal
Connection

Select displays near seating areas are styled to
invite pause and contemplation,

encouraging guests to engage with the products
beyond their material value. These moments are
not designed for Instagrammability, but rather for
quiet emotional resonance—where

craftsmanship speaks for itself.

04 Cultural Integration &
Artisanal Detail

Incorporating locally inspired display elements—
such as framed African textile patterns and
handcrafted objects—Hermes embraces a
respectful nod to Cape Town'’s cultural
aesthetics. These design touches maintain the
maison’s global visual language while fostering

a sense of local relevance and discovery.
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ORGANIZATIONAL CHART

“ Chief Executive Officer - Watches
Executive Vice President of Corporate Development and Socail Affairs Legal

Chairman of the

Board Executive Vice President of Leather Goods and Saddlery

Executive Vice President of Métiers, Information Systems and Data

Global Chief Technology Officer
Vice Chairmen of

Group Chief Information Officer

the Board

Executive Vice President, Artistic Artistic Director of Men’s RTW

Managing Director, Digital,

General Manager of Women’s RTW eCommerce and Omnichannel

Managing Director, Leather Goods

Executive Vice President, Communication Communications Director ) )
Managing Director, Shoes
Global Media & Social Media Director

Vice President of PR & Influence

Executive Vice

. . Financial & Investor Relations Director
President, Finance

Executive Vice President, Manufacturing Division & Equity Investments

Executive Vice President, Sales & Distribution Global Retail & Regional Operations

General Manager, Fashion Accessories

General Manager, Jewelry & Shoes HR Director Global HR
General Manager, Silk & Textiles Managing Director, Home Collections

General Manager, Silk & Textiles : :

President & Chief Executive Officer of Perfumes & Beauty
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RECRUITMENT STRATEGY

Local Parternerships & Talent Pools

Employer Branding in South Africa

Diversity & Cultural Relevance

Upskilling & Retention Programs

Strategic Recruitment Channels

GOAL:

Building a strong, locally integrated talent

channel for Hermeés’ South African
expansion while maintaining global luxury
service standards to ensure a locally
rooted, globally trained workforce that
enhances Hermeés’ positioning in South
Africa and drives eco-friendly long-term
growth.
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TRAINING APPROACH

e Introduces staff to Hermeés heritage, luxury values, and technical craftsmanship

e Builds cultural alignment with the brand’s global standards

On-the-Job Mentorship

e Apprenticeship-style onboarding with senior employees

¢ Models Hermes-level customer service, product knowledge, and operational excellence

Continuous Learning

e E-learning modules for product updates and ethical training

e In-person workshops and hands-on customer practice to adapt luxury service to customers in South Africa
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COMPENSATION STRUCTURE

Store Director $123,235 $59.25 R 2,168,936 R1,042.76
Sales Associate/Client $33,000 - R 580,800 - R 279.23 -
Advisor $51,000 PR e R 897,600 R 432.54

. . $45,000 - R 792,000 - R 380.77 -
Visual Merchandiser 475.000 $21.63 - $36.06 R1.320. 000 R 634.62
Logistics/Inventory Manager $95, 257 $45.80 R1,676,523 R 806.02
CRM Specialist.’Coordinator $75,936 $36.51 R1,336.474 R 642.58
Security Staff
(Asset/Protection $50,232 $24.15 R 884,083 R 425.04
Specialist)
UER el e sl $80,000 $38.46 R1,408,000 | R676.92

Lead

Hermés’ compensation model
combines competitive pay with
prestige-driven benefits to attract
and retain top luxury retail

talent. Employees can earn 25%
of their base salary in
commission, with annual bonuses,
bringing the total pay to as much
as a 17-month salary. Benefits
include healthcare coverage,
retirement savings plans,
employee product discounts, and
travel incentives. While

salary data is primarily drawn from
the U.S. market, actual figures

in South Africa will vary due to
cost of living, currency, and local
market conditions. This structure
reflects Hermés’ global standard
of balancing financial rewards with
lifestyle-oriented perks that
reinforce its luxury positioning.
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REWARDING APPROACH

Designing a rewards and

recognition system that motivates
staff and reinforces Hermes’

luxury service standards to establish
a highly engaged, loyal, and
productive workforce, delivering
exceptional customer experiences
while supporting Hermes’ brand
prestige and driving eco-friendly
growth in the South African market.

Performance Bonuses

» Linked to individual and team achievement of KPIs, such as sales per m2 and customer satisfaction metrics.

Recognition Program

e Monthly or quarterly awards, exclusive events, and internal acknowledgment to celebrate top performers.

Career Growth

Structured pathways for internal promotion

» From Sales Advisor to Senior Advisor to Manager.

Key Performance Inidicators (KPI)

Hermes

~£50,000 ($58,530.87) / m* annually

Average store Revenue is €38M
($44,483,465.00) / year

Apple

~$5,500 (€4,698.38) / ft*

Retail productivity benchmark

Tiffany

~ $3,000 (€2,562.75) / ft*

Retail productivity benchmark

Luxury Alignment

Rewards and experiences reflect Hermeés’ upscale, artistic, and cultural values to enhance brand identity internally

Hermés consistently leads
in luxury retail
productivity. This KPI
informs store layout,
staffing levels, inventory
planning, and financial
forecasting to ensure that
Hermeés stores in South
Africa can maximize reve-
nue per square meter while
maintaining excellent

luxury service standards.
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COMMUNICATION STRATEGY

Hermés’ communication strategy for its Cape Town flagship at the V&A
Waterfront expertly balances global brand prestige with local cultural
relevance. The omni-channel approach integrates digital, physical, and
personalized experiences to engage ultra-high-net-worth individuals,
dedicated luxury clients, and aspirational travelers in South Africa.

Digital storytelling on Instagram and LinkedIn will highlight Hermes’

craftsmanship alongside Cape Town'’s cultural elements like sailing and
art. A localized landing page and discreet WhatsApp clienteling will offer
personalized invitations and concierge services, while targeted
advertising will appear in luxury travel magazines and key outdoor

locations.

Event marketing will kick off with a launch gala featuring Hermes’
craftsmanship and South African artistry, followed by exclusive salons,
vineyard gatherings, and equestrian events for ongoing client
engagement. Partnerships with the Investec Cape Town Art Fair and
Zeitz MOCAA will reinforce Hermes as a patron of creativity.

Tailored CRM strategies will foster loyalty through personalized service
for UHNWIs, luxury tourists, and affluent consumers, ensuring lasting
client connections. Overall, these initiatives position the Cape Town

flagship as a key part of Hermes’ dialogue with South Africa.
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Instagram

Facebook

LinkedIn

Localized
Site

Métiers reels, Cape-specific stories,
Subtle product vignettes.
Store architecture.

Short, tasteful craft “micromasters”;
discreet behind-the-scenes
(no overt sales).

Employer-brand & craftsmanship
innovation. Boutique
design/architecture.

Cape Town landing, appointment
requests, curated assortment.

Event RSVP modules for select clients.

3-4 posts/week.
4-6 stories/week.

2-3 posts/week.

1-2 posts/week.

Always on.

Refreshed monthly.

ER 3-5%.
Saves/Shares 15-20% of
engagements.

ER 8-10%
View-through 30-40%.

Follower growth +15%.
Click-through 2-3%.

CTR 3%.
CVR1.5-2.0% on curated
categories.

Craft + place narrative builds
prestige without over-
commercializing.

Reaches older affluent. Educates
without eroding aura.

Speaks to business leaders,
architects, developers — quiet
influence.

Meets digital expectations while
keeping distribution tight.




VENT MARKETING

Two-city craft exhibition (start Cape Town, short 2,000-3,000 total
Pre-Launch Métiers Traveling Joburg stop); leather marquetry, silk printing attendees. VIP slots 90%
(Months 6-12) Showecase. demos; invitation windows for VIPs before filled. Press previews 2-3
public hours. per city.

Turns “awareness” into lived
craft encounters; primes high-
value prospects.

Cultural performances + ateliers; timed 200-300 VIP invites. 85% A cultural moment, not a party.
boutique walkthrough; collection vignettes attendance. Day-of sales Aligns with Hermes’ discretion
inspired by Cape lifestyle. 15-20% of Q1target. and mastery.

Launch V&A Waterfront
(Week Q) Gala.

Salon bookings 80% Education deepens attachment;
capacity. Repeat visit rate salons are non-promotional yet
+25% among salon guests. commercially potent.

Post-Launch Private Salons & Silk-tying salons, saddle/leather care ateliers,
(Months 2-12) Masterclasses. artist talks; vineyard partnership evenings.

Lead capture 300-500 Aligns brand métiers with Cape
qualified; Appointment set Town’s cultural and sporting
rate 30%. circuits.

Anchor Equestrian & Art Equestrian weekend with fittings; sponsorship
Lifestyle “ ) presence at leading art/design fairs.
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Qut Of Home

V&A Waterfront, airport arrival corridor, luxury
neighborhoods (Clifton/Bantry Bay/Camps Bay).

Aided recall 25-30%.
Footfall +10-12% launch month.

High-affluence visibility; elegant
creative + minimal frequency.

Print

High-end travel/culture titles; inflight magazines

(long-haul & regional).

Readership reach 500k-800k.
Ad recall 20-25%.

Complements PR; curated
environments match brand tone.

Programmatic
Digital

Geo-fenced luxury hotels, art venues, VEA.

Frequency-capped.

CTR 0.25-0.35%.
Viewability 270%.

Precision without noise; supports
footfall and site visits.

Editorial Features

v

Long-lead craftsmanship features. Architectural story
of the V&A boutique. Profiles linking Parisian savoir-

faire and Cape creativity.

£40-60 placements in 6-92 months.

EMV1.5-2.0x. SOV +5-7 pts.

Depth storytelling > product push;
builds authority and respect.

Media Previews

Staggered embargoed walkthroughs.
Atelier demonstrations for journalists.

100% attendance of top-tier
outlets. Feature pickup 275%
within two weeks.

Hands-on exposure yields richer
coverage and fewer generic
rewrites.

Cultural
Partnerships

Art fair sponsorship, museum programming
touchpoints, limited co-hosted talks with

designers/architects.

3-4 partnerships in year one;
Audience reach 250k-400k; HNW
lead capture 500+.

Positions Hermeés as cultural citizen,
not just merchant.

Influential Hosts

Tastemaker salon dinners (max 20 seats) hosted by
collectors, curators, patrons.

8-10 salons; Referral conversion
15-20% among attendees.

Social proof from respected
community figures.
Small but powerful.
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Hand-crafted, personalized messages to UHNW clients Mirrors Hermeés' letter-writin
reed, pers : 9 Read rate >95%: RSVP >70%; ors vriting
for preview evenings, atelier demos, and the launch o tradition in a modern, discreet
. , , Attendance 285% of RSVPs. , ) .
gala; delivered one-to-one by Client Advisors. format; high trust + immediacy.

Private
Invitations

Appointment->Sale 35-45%; Avg. Frictionless service + craft intimacy
basket +20% vs. non-concierge drives conversion and basket
visits. elevation.

Concierge Door-to-door car/valet coordination, private fitting
Appointments rooms, timed access to métiers experts.

Tiered outreach cadences: UHNWI (1:1 monthly), HNWI Response rate 40-60%;
(bi-monthly), Affluent Millennials (quarterly heritage Reactivation 20% of dormant
notes). high-value clients.

Cadenced, human contact sustainsfiL.
desirability without over-exposure. 8 |

Clienteling
Streams

After-Sales & Proactive care messages (conditioning, resizing, spa Care uptake 25%; Attach rate +10- Care touchpoints extend product
for leather, scarf re-styling sessions). 15% (belts, SLG, twillies). life and open tasteful cross-sell.

Client-Only Ultra-limited Cape Town “editions” (e.g., scarf Sell-through 290% within 14 days; Scarcity + place-specific storytelling|
Capsules colorway) previewed privately; reservations by reply. Wiaitlist fill >60%. reward top clientele. '

§ ',‘ 1.' %
N
L ,.\:i'- % \ W\
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ROI MODEL & MEASUREMENT

03 Budget-To-Impact Framing

01 Funnel View (Quarterly)

Awareness: OOH + PR impressions -
aided recall (target 25—-30%)

Interest: Social ER (Linkedin 3-5%; IG
8-10%); site CTR 3%

Consideration: Appointment requests; event
RSVPs (RSVP rate >70%)

Conversion: Appointment - Sale 35-45%;
launch-week sales = 15-20% of Q1 goal
Loyalty: Repeat purchase +25-35% by
month 12; CLV +30-40%; NPS 75-85

02 Attribution Approach

Tag all invitations and appointment links
Media mix model for OOH/PR-driven footfall
Holdout groups for clienteling messages
Pre-/post-brand lift studies after launch

month

For every 1 unit in Events, target 3—4 units
in gross margin within 90 days (VIP
concentration)

PR/Partnerships EMV >1.5-2.0x spend;
correlates with +5—7 pts SOV lift

Clienteling costs are low. Drives 40% of

high-value revenue via appointments

HERMES

PARIS
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SOUTH AFRICA

sailh
THE NEW BOUTIQUE
y :,” [ S

MOCK-UPS

Qv

VIP INVITE
18,753 likes

Hermeés now in South Africa
Cape Town - V&A Waterfront

View all 229 comments

PLEASE JOIN US TO CELEBRATE

HERMES

CAPE TOWN

OPENING JANUARY 2026

Yt
HERMES

PARIS
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PRE-LAUNCH

The pre-launch stage is dedicated to seeding desirability and awareness months
before the South African flagship opens. Hermes’ strategy blends broad
storytelling with highly selective outreach to reflect the maison’s dual nature:
accessible through heritage storytelling yet reserved in access to its inner world.

On a broad scale, social media activations on Instagram, Facebook, and

LinkedIn will release teasers showcasing craftsmanship and the maison’s legacy.

This content, tailored with South African cultural touches, such as artisans
weaving in Cape Town or nods to equestrian heritage, establishes Hermes as

aspirational but contextually relevant.

Press coverage in Vogue Africa and Business Day lends authority.
Simultaneously, the brand will host an invitation-only traveling exhibition in
Cape Town, spotlighting Hermes métiers such as silk, leather, and equestrian
goods. This replicates the maison’s signature “Festival des Métiers” format,
positioning Hermes not just as a seller of products but as a custodian of cultural
savoir-faire. Private WhatsApp invitations to UHNW clients, replacing
traditional print letters, will grant discreet early access to event details and
lookbooks. The channel’s intimacy ensures Hermes cultivates exclusivity while

adapting to the local market’s communication norms.

14:00

o November 14,200t

@Hermés Whatsapp: You

are invited to our Grand
Opening. RSVP Here!

@Hermés Whatsapp: RSVP
Confirmed! Thank you.

6-12 months before opening; 20-35% increase in brand awareness, with 30% of UHNW invitees expected to

convert into early private clients through events and personalized communications.

HERMES

s
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PARIS



89

LAUNCH

The flagship opening in Cape Town will be staged as a landmark cultural moment
that blends Parisian craftsmanship with South African artistry. The store’s debut
will be celebrated with a gala opening, where UHNW clients, cultural icons, and
local tastemakers experience Hermes’ métiers in a setting that honors African
design, art, and performance. By rooting the opening in cultural exchange, Hermes

avoids the image of being a foreign luxury intruder.

High-visibility out-of-home advertising in Sandton, Johannesburg, and key airport
lounges will drive recognition among South Africa’s affluent traveling elite. This
traditional media reinforces Hermes’ presence while digital activations amplify
reach, particularly through curated e-commerce access to select categories. This

online introduction provides an attainable entry point while preserving scarcity.

At the core of the launch strategy lies concierge-style communication via
WhatsApp, where Hermes Client Advisors invite UHNW clients to book private
shopping appointments, confirm gala attendance, and access exclusive
behind-the-scenes launch content. The goal is not mass communication but
relationship building, positioning Hermes as a house that speaks directly and

personally to its top-tier clientele.

Opening month; 15-20% of projected annual revenue expected in the first quarter, with a surge from gala attendees

and exclusive capsule sales to UHNW clients.

PARIS
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POST-LAUNCH

Once the flagship is established, the focus shifts to deepening relationships and
sustaining demand. Hermes’ post-launch strategy emphasizes long-term loyalty,

cultural integration, and exclusivity.

Inside the store, private salons and loyalty programming such as after-hours
appointments, equestrian demonstrations, and art-inspired capsule showcases will
engage the most discerning clients. Seasonal PR activations in local and
international press maintain Hermes’ visibility, while digital storytelling highlights
how South African culture inspires creative expression within the maison. Hermes
will invest in community engagement, such as sponsoring the Investec Cape Town
Art Fair, thereby anchoring the brand as a cultural contributor rather than a foreign

retailer. This aligns with Hermes’ philosophy of artistry and heritage.

WhatsApp becomes a permanent clienteling platform in this phase. Dedicated
advisors will provide after-sales service, personalized shopping updates, and
discreet access to exclusive capsule products available only to South African
clients. This ensures Hermes maintains a direct emotional and functional

connection with UHNWIs who value privacy and rarity.

. . Months 2-12 after opening; 30-40% increase in client lifetime value due to repeat purchasing, upselling through
Launch ROI Projection:

personalized recommendations, and elevated retention among South Africa’s UHNWI segment.

HERMES
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GANTT CHART

Pre-Launch

Market Research & Consumer
Profiling

Digital & Print Teasers
PR Partnerships & Media
Coverage

VIP WhatsApp Invitations
& Clienteling

Launch

Flagship Gala at V&A Waterfront
Craftsmanship Demonstrations
& Artist Collaborations

Targeted Advertising (Airport,
Luxury Magazines, Outdoor)

Exclusive Trunk Shows & Private
Salons for VIPs

Post-Launch

Private Events (Vineyard
Experiences, Equestrian
Activations)

Ongoing Clienteling (WhatsApp
& Private Advisors)

Sustained PR & Local
Partnerships (Art, Philanthropy)
Campaign Wrap-Up & ROI
Analysis

HERMES

PARIS



HERMES V&A WATERFRONT

BUDGET

Total Revenue $18,360,292.64
Total Promotion Budget (%) 4.9%
Total Promotion Budget ($) $900,000

OO S |

.
Total Revenue (Projected Year 1)

. .

Budget for Store Opening {Launch Gala):
40

20

Private Advisors / After-Sales

Private Salons & Vineyard Events $67,500




CASH FLOW

PR Packages / Media Previews $40,000 $45,000 $15,000 $15,000 $15,000 $130,000
Media Partnerships $25,000 $45,000 $25,000 $27,500 $27,500 $150,000
Cultural Partnerships $25,000 $45,000 $40,000 $35,000 $35,000 $180,000
Launch Gala E $90,000 - - - $90,000
Private Salons/Events - $35,000 $35,000 $30,000 $30,000 $130,000
Equestrian / Trunk Shows - $40,000 $20,000 $20,000 $20,000 $100,000
Print Media Ads $25,000 $15,000 $7,000 $4,000 $3,000 $54,000
Programmatic Ads $25,000 $20,000 $12,000 $10,000 $5,000 $72,000
Outdoor (Out of Home) $25,000 $20,000 $6,000 $2,000 $1,000 $54,000
Social Media $25,000 $28,000 $20,000 $20,000 $15,000 $108,000
Website Development $25,000 $20,000 $10,000 $10,000 $7,000 $72,000
Whatsapp Concierge $10,000 $8,000 $3,000 $3,000 $3,000 $27,000
Email Marketing $8,000 $12,000 $7,500 $7,500 $5,500 $40,500
Client Advisors / After-Sales $20,000 $15,000 $15,000 $17,500 $67,500

$233,000 $443,000 | $215500 | $199,000 | $184,500 $1,275,000

The cash flow focuses on the launch phase to enhance Hermes’ visibility in Cape Town, with major spending on the flagship gala, media previews, and targeted advertising for
rapid awareness and sales. Pre-launch expenses are kept moderate for press coverage and private client invitations, while post-launch investments concentrate on loyalty activities
like private salons and cultural partnerships to promote repeat purchases at a lower cost. This strategy aligns with Hermeés’ global ROI model, aiming for events to yield 3—4 times

margin in 90 days and PR to generate 1.5-2.0x earned media value, with clienteling making up to 40% of high-value sales.
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KPI FRAMEWORK WITH TARGETS

DEFINITION

MONTHLY NET SALES

ILLUSTRATIVE TARGET

EXPLANATION

We based this on luxury spending

AVERAGE TRANSACTION VALUE

UNITS PER TRANSACTION

STORE CONVERSION RATE

VIC SALES CONTRIBUTION

Sales

Gross Sales - Returns - Discounts $140.8K USD

patterns and tourist plus client mix at V&A|
Net Sales / Number of Transactions $2.7H USD Driven by leather goods and silk
Total Units Sold / Number of Transactions | 2.8 Upselling through accessories
Transactions / Total Store Visits 28% Important client appointments + tourists
Sales to Very Important Clients / Total 40% Normal for high-luxury stores after a year

All figures are based on illustration only, not actual figures

¢

HERMES

PARIS
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KPI FRAMEWORK WITH TARGETS

DEFINITION

SELL-THROUGH Units Sold at Full Price / Units Received

ILLUSTRATIVE TARGET

85%

EXPLANATION

Target for core seasonal and iconic
collections

(System Inventory - Physical Variance) /
System Inventory

STOCK ACCURACY

Greater Than or = to 98%

Important for client reservations and
limited editions

AGED INVENTORY % of On-Hand Stock Older than 180 Days

Less Thanor=to5%

Based on about 23 M*2 Floor Footprint
for Selling

SALES PER M*2 Net Sales / Selling Area (M"2)

$6.2K USD / M"2

V&A Waterfront is a cruise port and an
uplift with the holiday season

TOURSIT SALES MIX Sales to Tourists / Total Sales

30%

High luxury margin benchmark

All figures are based on illustration only, not actual figures

>
A e/ >
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KPI FRAMEWORK WITH TARGETS

DEFINITION

SHRINK % (Book Inventory - Physical) / Book

ILLUSTRATIVE TARGET

EXPLANATION

APPOINTMENT CONVERSION RATE

CLIENT CAPTURE RATE )
Transactions

Less Than 0.3% Strict luxury store LP
Inventory
Transactions From Appointments / 50% High interaction with important clients
Total Appointments and private shopping appointments
New Client Profiles Created / 50% Balanced between tourist and locals

All figures are based on illustration only, not actual figures

' ——_ B
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AVERAGE BASKET

CUSTOMER PROFILES
PRODUCT PLAN AVR.PRICE Phuthi Mahanyele $ Rich Mnisi $ Dr. Nthato Motlana $
Leather Goods $12,500 1 $12,500.00 0 $0.00 1 $12,500.00
Silk Scarves & Accessories $600 1 $600.00 2 $1,200.00 0 $0.00
Ready-to-Wear 34,000 1 $4,000.00 1 $4,000.00 0 $0.00
Watches & Jewelry $8,000 0 $0.00 0 $0.00 1 $8,000.00
Fragrance & Cosmetics $200 ] $0.00 2 $400.00 0 $0.00
Home Décor $2,000 0 $0.00 0 $0.00 2 $4,000.00
Local Artist Collaborations $1,600 0 $0.00 0 $0.00 0 $0.00
Basket $17,100.00 Basket $5,600.00 Basket $24,500.00
AVR. BASKET $15,733.33

The three customer profiles shown here demonstrate strong purchasing power, with an average basket size of $15,733.33. Leather goods
appear consistently across the highest-value baskets, reinforcing their role as core revenue drivers. These insights validate the high-net-
worth nature of the target clientele and support Hermes’ positioning as an ultra-luxury brand in Cape Town.

Y )
HERMES

PARIS
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MONTHLY FOOT TRAFFIC
FORECAST

V&A Waterfront hosts over 380 stores and receives approximately 24 million visitors annually. Monthly foot traffic is distributed based

on official figures and seasonal factors, leading to a calculated daily average of 65,753 visitors. This serves as a foundational metric for

estimating conversion rates and revenue.

Month
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Total

Days
3
28
3
30
31
30
31
31
30
31
30
31

365

Monthly Traffic
2,050,000
1,820,000
1,800,000
1,700,000
1,600,000
1,500,000
1,600,000
1,700,000
1,900,000
2,100,000
2,300,000
2,530,000

24,000,000

Daily Average
66,129
65,000
58,065

56,667

Justification

Summer holiday extension + residual allocation
Base value for non-leap year
Business season adjustment

Easter holiday boost

Winter low season

Annual lowest point (rainy season)
School holiday recovery

Spring pre-peak growth

Tourist season starts

International visitor peak

Black Friday surge

Christmas peak + residual allocation

Annual verification

Y b
HERMES
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SALES FORECAST

LOCATION
by 2,050,000 1,820,000 1,800,000 1,700,000 1,600,000 1,500,000 1,600,000 1,700,000 1,900,000 2,100,000 2,300,000 2,530,000
TRAFFIC PER
MONTH
PERCENTAGE
. 0.02% 0.02% 0.09% 0.02% 0.02% 0.02% 0.02% 0.02% 0.02% 0.03% 0.03% 0.03%
CONVERSIO
N
January February March April May June July August September October November December
Footfall 431 419 1620 289 256 225 288 340 380 630 782 633
Conv. % 20.00% 18.00% 17.00% 16.00% 15.00% 15.00% 17.00% 18.00% 19.00% 20.00% 21.00% 22.00%

Avr.Basket  $15,733.33 $15733.33 $15733.33  $15733.33 41573333 $1573333  $1573333  $1573333  $15733.33 $15,733.33 $15,733.33 $15,733.33
TOT.REV TOT.REV TOT.REV TOT.REV TOT.REV TOT.REV TOT.REV TOT.REV TOT.REV TOT.REV TOT.REV TOT.REV
$1,354,639.71 $1,185474.95 $4,332,959.08 $727,509.18 $604,159.87 $530,999.89 $770,303.84 $962,879.80 $1,135,946.43 $1,982,399.58 $2,583,727.45 $2,189,292.87  $18,360,292.64

0.7 COGS $406,391.91 $355,642.48 $1,299,887.72 $218,252.75 $181,247.96 $159,299.97 $231,091.15 $288,863.94 $340,783.93 $594,719.87 $775,118.24  $656,787.86 = $5,508,087.79

Y b
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INCOME STATEMENT - CAPITAL

Revenue
Total Revenue
Cost of Goods (COGS)

Gross Profit

Fit-Out & Construction
Architectural & Interior Design Fees
Permits, Legal & Compliance
Construction & Fit-Out
Lighting & HVAC Systems
Custom Furniture & Fixtures
Technology & Equipment
POS & Payment Systems
Computers & Back-Office Equipment
Security Cameras & Access Control
Traffic Counting System
Label Printer & Scanners

Total Capital Exp

EXPENDITURE

$18,360,292.64

$5,508,087.79

$12,852,204.85

$185,600

$42,750

$1,250,000

$118,400

$236,800

$18,950

$21,480

$42,200

$12,750

$1,280

$1,930,210.00

100.00%

30.00%

70.00%

1.01%

0.23%

6.81%

0.64%

1.29%

0.10%

0.12%

0.23%

0.07%

0.01%

10.51%

INCOME STATEMENT - CAPITAL EXPENDITURE

Description

~8% of fit-out cost; Hermés requires Paris-approved design
Building, safety, and luxury retail compliance
Premium materials, bespoke fixtures, imported finishes
Energy-efficient + luxury ambience

Display cases, leather seating, luxury shelving

Luxury-compliant software integration(3 terminals)
Mid-high spec (5 units)
Biometric access + CCTV
Entrance people counter

Industrial-grade

To Be Depreciated?

No

No

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

avrdy
HERMES
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ASSET DESCRIPTION

Hermes invested approximately $1.7M in 2026 for store construction and equipment, with major assets including construction & fit-out ($1.25M),

custom furniture ($236.8), and lighting systems. All assets are depreciated over 10 years, resulting in an annual depreciation expense of $160,176
through 2035. This depreciation should be included in yearly operating expenses (P&L) to reflect fixed asset cost allocation.

Construction & it
ons '”él'::" : 2026 $1,250,000 120 10 $50,000 $120000 |  $120,000 §120000 | $120,000 $120000 | $120000 | $120000 | $120000 | 4120000 | $120000 | $1200000
Lighting & HVAC

Sytoms 2026 $118,400 120 10 $11,000 $10,740 $10,740 $10.740 $10,740 $10740 $10,740 $10,740 $10,740 $10,740 $10,740 $107,400
Custom Furnit

”SB?EH':::'S”'E 2026 $236,800 120 10 $30,000 $20,680 $20,680 $20,680 $20,680 $20,680 $20,680 $20,680 420,680 $20,620 $20,680 $206,800
POS & Payment

Sysl::]r:e" 2026 $18,950 120 10 $1,500 $1,745 $1,745 $1,745 $1,745 $1,745 $1,745 $1,745 $1,745 $1,745 $1,745 $17,450
Computers &

ok O 2026 $21,480 120 10 $2,000 $1,948 $1,048 $1,948 41948 $1,948 $1948 $1,948 $1,948 41,948 $1,948 $19,480
Equipment
Security Cameras

2026 $42,200 120 10 $5,000 $3.720 $3720 $3,720 $3720 $3,720 $3720 $3,720 $3,720 $3,720 $3,720 $37,200

& Access Control
Traffic Countin,

s 5 2026 $12,750 120 10 $500 §1,225 $1,225 $1,225 $1,225 $1,225 §1,225 $1,225 $1,225 $1,225 $1,225 $12,250
Label Printer &

2026 $1,280 120 10 $100 $118 $118 $118 $118 $118 $118 $118 $118 $118 $118 $1,180
Scanners
Total $1,701,860 $160,176 | $160,176 | $160,176 | S$160,176 | $160,176 | $160176 | $160176 | $160,176 | $160,176 | S$160,176 | $1,601,760

Y i)
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AMORTIZATION

Hermés took out a $500,000 loan to open its new store in Cape Town, South Africa, where the average commercial loan interest rate is around

6%. The loan is structured over 5 years with equal annual payments of $115,996.80, following the Equal Annual Payment method. In the first year,
the interest expense is $27,595.23, as the outstanding principal is at its highest. As the principal is gradually repaid each year, the interest portion
decreases, dropping to $22,142.82 in 2027 and $16,354.08 in 2028. Since the total annual payment remains constant, the principal portion increases
accordingly. By 2030, the entire loan will be fully repaid.

Year Annual Payment Interest Expense Principal Repaid Beginning Balance Ending Balance
2026 $115,996.80 $27,595.23 $88,401.58 $500,000.00 $411,598.42
2027 $115,996.80 $22,142.82 $93,853.99 $411,598.42 $317,744.42
2028 $115,996.80 $16,354.08 $99,642.72 §317,744.42 $218,101.71
2029 $115,996.80 $10,208.36 $105,788.45 21810171 $112313.25
2030 $115,996.80 $3,683.56 $112,313.25 11231325 50.00

Y b
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SALES FORECAST

Based on V&A Waterfront's annual footfall of 24 million and Hermes’ ultra-
luxury positioning, the overall in-store conversion rate is set between 0.02%—
0.09%, significantly lower than mass retail benchmarks, consistent with the
low-volume, high-value nature of luxury transactions. Monthly conversion
rates are seasonally adjusted: December (holiday peak) reaches the highest
at 22%, while June (local winter low) drops to 15%. The average basket size
is estimated at $15,733, reflecting the price range of core handbag categories
in the South African market and representing the primary revenue driver for
Hermes.

The product mix includes leather goods, silk scarves, ready-to-wear, jewelry,
fragrance, home décor, and local artist collaborations, aligning with Hermes’
signature multi-category luxury model. Leather goods remain the anchor
category (35% of revenue, 266 units sold annually), while scarves and
fragrance, with lower price points and higher purchase frequency, serve as
key volume drivers (3,169 and 2,377 units sold, respectively), enhancing
customer funnel efficiency. The dedicated local collaboration line highlights
cultural integration and localization in the South African context. The pricing
strategy and monthly sales pacing demonstrate Hermes’ ability to manage

luxury seasonality and product segmentation.

-

Y i)
HERMES

PARIS



104

PRODUCT PLAN
Leather Goods
Silk Scarves & Accessories
Ready-to-Wear
Watches & Jewelry
Fragrance & Cosmetics
Home Décor
Local Artist Collaborations

TOT.

UNITS SOLD
Leather Goods
Silk Scarves & Accessories
Ready-to-Wear
Watches & Jewelry
Fragrance & Cosmetics
Home Décor

Local Artist Collaborations

35%

20%

15%

10%

10%

5%

5%

100%

AVR.PRICE

$12,500

$600

$4,000

$8,000

$200

$2,000

$1,600

January
$474,123.90
$270,927.94
$203,195.96
$135,463.97
$135,463.97
$67,731.99

$67,731.99

January
AVR.UNIT
38
452
51
17
339
34

42

SALES FORECAST

February
$414,916.23
$237,094.99
$177,821.24
$118,547.49
$118,547.49

$59,273.75

$59,273.75

February
AVR.UNIT
33
395
44
15
296
30

37

March April

$1,516,535.68 $254,628.21

$866,591.82  $145,501.84
$649,943.86  $109,126.38
$433,295.91  $72,750.92
$433,295.91  $72,750.92
$216,647.95 $36,375.46
$216,647.95  $36,375.46
March April
AVR.UNIT AVR.UNIT
121 20
1,444 243
162 27
54 9
1,083 182
108 18
135 23

May
$211,455.96
$120,831.97
$90,623.98
$60,415.99
$60,415.99
$30,207.99

$30,207.99

May
AVR.UNIT
17
201

23

151

June
$185,849.96
$106,199.98
$79,649.98
$53,099.99
$53,099.99
$26,549.99

$26,549.99

June
AVR.UNIT
15
177

20

133

July
$269,606.34
$154,060.77
$115,545.58
$77,030.38
$77,030.38
$38,515.19

$38,515.19

July
AVR.UNIT
22
257

29

August
$337,007.93
$192,575.96
$144,431.97
$96,287.98
$96,287.98
$48,143.99

$48,143.99

August
AVR.UNIT
27
32
36
12
241
24

30

September

$397,581.25
$227,189.29
$170,391.96
$113,594.64
$113,594.64
$56,797.32

$56,797.32

September
AVR.UNIT
32
379
43
14
284
28

35

October

$693,839.85

$396,479.92

$297,359.94

$198,239.96

$198,239.96

$99,119.98

$99,119.98

October

AVR.UNIT

56

661

74

25

496

50

62

November

$904,304.61

$516,745.49

$387,559.12

$258,372.75

$258,372.75

$129,186.37

$129,186.37

November

AVR.UNIT

72

861

97

32

646

65

81

December
$766,252.50
$437,858.57
$328,393.93
$218,929.29
$218,929.29
$109,464.64
$109,464.64
December
AVR.UNIT TOT.
61 266
730 3,169
82 356
27 119
547 2,377
55 238
68 297
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P&L - FY 2026

Total Revenue $18,360,292.64 100.00% Based on forecasted sales
Cost of Goods (COGS) $5,508,087.79 30.00%

Gross Profit $12,852,204.85 70.00%

Rent/Mortgage $240,000 1.31% Fixed 5-year lease
License & Permits $42,750 . 0.23% Annual renewal
Marketing/Advertising $1,275,000 6.94% See marketing plan
Payroll $526,660 | 2.87% Based on compensation structure
Utilities | $16,570 ‘ 0.09% ‘ Water, electricity, maintenance
Systems $12,000 0.07% POS + CRM system
Amortization $27,595 0.15% Annual Interest Rate: 6%
Depreciation (F&E) - $160,176 0.87% See Depreciation Schedule

Income Before Taxes $10,563,453.62

Taxes 27% 73% SARS(South Africa Revenue Service)
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P&L - FY 2027

Total Revenue 21,481,542.39 100.00% 17% Revenue up (SCMP, 2023)
Cost of Goods (COGS) $6,444,462.72 : 30.00%
Gross Profit $15,037,079.67 70.00%

Rent/Mortgage $240,000 1.12% Fixed 5-year lease
License & Permits . $42,750 : 0.20% . Annual renewal
Marketing/Advertising I $1,275,000 I 5.94% I See marketing plan
Payroll . $526,660 I 2.45% I Based on compensation structure
Utilities . $16,570 . 0.08% . Water, electricity, maintenance
Systems - $12,000 I 0.06% . POS5 + CRM system
Amortization - $22,143 : 0.10% - Annual Interest Rate: 6%
Depreciation (F&E) . $160,176 I 0.75% . See Depreciation Schedule

Income Before Taxes $12,753,780.85

Taxes 27% ' 73% SARS(South Africa Revenue Service)
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P&L - FY 2028

Total Revenue 24,703,773.75 100.00% 15% Revenue up (SCMP, 2023)
Cost of Goods (COGS) $7,411,132.13 30.00%
Gross Profit $17,292,641.63 70.00%

Rent/Mortgage $240,000 0.97% Fixed 5-year lease
License & Permits I £42,750 ‘ 0.17% I Annual renewal
Marketing/Advertising . $1,275,000 | 5.16% . See marketing plan
Payroll . $526,660 2.13% . Based on compensation structure
Utilities . £16,570 0.07% . Water, electricity, maintenance
Systems . $12,000 0.05% . POS + CRM system
Amortization . $16,354 0.07% . Annual Interest Rate: 6%
Depreciation (F&E) . $160,176 0.65% . See Depreciation Schedule

Income Before Taxes $15,015,131.55

Taxes 27% 73% SARS(South Africa Revenue Service)
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CASH FLOW

Year Net Income After Taxes Depreciation (F&E) Amortization Cash Flow from Operating Activities Capital Expenditures Free Cash Flow
2026 $7,711,321.15 $160,176 $27,595 $7,899,092.15 $1,930,210 $5,968,882.15
2027 $9,310,260.02 $160,176 $22,143 $9,492,579.02 0 $9,492,579.02
2028 $10,961,046.03 $160,176 $16,354 $11,137,576.03 0 $11,137,576.03
MONTHLY CASH FLOW - FY2026
Manth Revenue COGS Gross Profit OPEX Income Before Tax Net Income (After Tax)
Jan $1,354,640.00 $406,392.00 $948,248.00 $190,729.00 §757,519.00 $552,989.00
Feb $1,185,475.00 $355,642.00 $829,832.00 $150,729.00 5$639,103.00 $466,545.00
Mar $4,332,959.00 $1,299,888.00 $3,033,071.00 $150,729.00 $2,842,342.00 $2,074,910.00
Apr $727,509.00 $218,253.00 $509,256.00 $190,729.00 $318,527.00 §232,525.00
May $604,160.00 $181,248.00 $422,912.00 $150,729.00 §232,183.00 §168,493.00
Jun $531,000.00 $159,300.00 $371,700.00 $190,729.00 $180,971.00 $132,109.00
Jul £770,304.00 $231,091.00 $539,213.00 $190,729.00 $348,483.00 §254,393.00
Aug $962,880.00 $288,864.00 $674,016.00 $150,729.00 5483,287.00 §352,795.00
Sep $1,135,946.00 $340,784.00 $795,163.00 $190,729.00 $604,433.00 $441,236.00
Oct $1,982,400.00 $594,720.00 $1,387,680.00 $150,729.00 $1,196,950.00 $873,774.00
Nov $2,583,727.00 $775,118.00 $1,808,609.00 $150,729.00 $1,617,880.00 $1,181,052.00
Dec $2,189,293.00 $656,788.00 $1,532,505.00 $190,729.00 $1,341,776.00 $979,496.00
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CONCLUSION

Hermes'’s presence in South Africa will stand as a living testament to the brand’s belief that true luxury transcends borders; it is the universal
language of craftsmanship, beauty, and cultural respect. This initiative goes beyond the pursuit of commercial growth; it represents a
commitment to contributing meaningfully to South Africa’s luxury landscape, where tradition and innovation can coexist in harmony.

By harmonizing exclusivity with local authenticity, Hermés will offer more than products; it will offer an experience imbued with heritage and
artistry that resonates deeply with the country’s most discerning consumers. The maison’s slow, deliberate approach to expansion will
safeguard its prestige while allowing its story to unfold organically in this new market. In contrast to global brands that often dilute their identity
for reach, Hermes will remain faithful to its essence, proving that true desirability is built through patience, intimacy, and consistency.

The vision is to establish a presence so enduring and so attuned to the South African spirit that Hermés becomes more than a store; it

becomes a landmark of artistry, elegance, and aspiration. It will be a place where craftsmanship meets culture, where tradition is given fresh

relevance, and where luxury becomes a shared language between Paris and South Africa. In achieving this, Hermés will not simply expand its
map, it will enrich its legacy for generations to come.
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