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Marchetti: “YNAP to invest 500 million in technology”

YNAP's chief executive: "We will work with IBM on a proprietary software, creating the logistic infrastructure needed
for a service worthy of the products we sell. We are ready to launch our YOOX-branded collection“

There are few companies on the Italian stock market that can claim a forecast of organic growth between 17 and
20% a year, until 2020. Federico Marchetti's Yoox Net-a-Porter (YNAP) is one of them. Growth is set to take off in
summer 2018, just two years after the beginning of the merge between the British online luxury group and the Italian
off-season e-commerce company.

"We are on course with our plan's objectives. In the meantime, we are working on two fronts," explains Marchetti,
recently named Cavaliere del Lavoro [Order of Merit for Labour], "on one side we are dedicated to integrating these
two complementary companies to produce together the synergies of a 2 billion corporate group; on the other side
we will continue the regular operations, like marketing, buying and technology." In fact, YNAP will invest half a billion
in technology by 2020, working on a proprietary software with IBM and creating the logistic infrastructure needed for
a service worthy of the products it sells. Next year, a new automated warehouse will open near Milan (in Landriano)
which will employ 300 people and function as Net-a-Porter's hub in Europe. "Those who think they can serve online
customers from boutiques in Via Monte Napoleone [Milan]," continues YNAP's CEO, "do not believe in e-
commerce, considering the exorbitant rent of city centre property plus the additional costs of providing a luxury
service." This is another reason why Marchetti believes it is hard to shake Net-a-Porter's primacy. "It is with great
pride that I can say that Net-a-Porter and Mr Porter are two luxury brands," says Marchetti, "they are one of a kind in
their sector and as leaders in the high-end market they will continue to be so in the future. We have built an exclusive
customer base over the years: just 2% of Net-a-Porter and Mr Porter clients account for 40% of sales." The biggest
luxury online website just made another record: it sold a watch for 133 thousand euros to a customer via WhatsApp
with the help of a personal shopper. "We have also successfully brought hard luxury (the highest end of the sector)
online," points out Marchetti, "Cartier chose Net-a-Porter for the exclusive launch of its new Panthér watch for a
reason. And we will soon be expanding with more fine jewellery and watch brands." Bolstered by Net-a-Porter's
customer base, size and growth rate, Marchetti does not fear his rivals like MyTheresa (Neiman Marcus Group) and
the newcomer Farfetch (supplied by a group of multi-brand luxury stores). "I have a lot of respect for the work
MyTheresa is doing," says Marchetti, "Farfetch is a marketplace with a very different business model than ours.
MyTheresa and Farfetch together made as much as YOOX did in 2012, and a five-year advantage in our sector is
massive. E-commerce is a scale business; you have to be big to invest big." After summer, the group will debut the
first Mr Porter and YOOX collections, which should generate 160 million sales in 2020. "We're proceeding according
to strategy," says Marchetti, "but I'd like to point out that we are not making a collection. This activity completes our
business. We will offer our customers what they look for most on our sites to meet their demands, with trusted
companies making the items we will sell under our brands." In the meantime, while YNAP says no to fur in favour of
sustainability, YOOX's growth is fuelled by selling clothing that is more environmentally-friendly. "The average
YOOXygen sale is four times higher than a regular one," explains Marchetti, "and the customers who buy the most
eco-sustainable products, which we believe in and launched years ago, are the Japanese and Germans. A fifth of our
YOOX customers from Germany buy from YOOXygen."
New mono-brand developments are also on the horizon with YNAP expecting to sign new contracts at the highest
end of the luxury spectrum. "I see great potential for the mono-brand business, whose growth is in line with the
rest," explains Marchetti. "As we grow we have to pick and choose brands, like we did with Valentino, Cartier and
Buccellati. For mono-brand sites we have only chosen high-end brands and only the ones with a substantial number
of orders. The concept is less brands, but high-volume luxury ones." On renewing the agreement with Kering – the
most significant mono-brand contract since it includes many of the maison's labels like Bottega Veneta and
Pomellato – due to expire in 2019 Marchetti says, "We are confident. Sales have constantly been higher than the
budget, and I have no reason to believe that there is an interest in not continuing the relationship."

YNAP is also a leader as a pre-dominantly female tech company (61% of the workforce in 2016), even at the highest
level (100 of 204 top managers), which is also why on average women's salaries are 14% higher than men's. With
female shoppers accounting for two-thirds of the group's sales, it only makes sense that there would be a woman on
the other side of the screen to ensure a satisfactory service. "Ever since YOOX's creation, I wanted the company to
reflect the people who choose it," explains Marchetti. "This reflects on the gender, age and nationality of our
employees. With the USA being our prime market, it is no coincidence that our most recent top manager
employments are American."


