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Not surprisingly, 2009 was a tremendously challeng-
ing year for sport watches and wrist top computers as
consumers traded down drastically for price points
while cutting out excursions and vacations.

At the 2009 BaselWorld Watch and Jewelry show - an
annual trade show held in Basel, Switzerland where watch
and jewelry manufacturers showcase their lines for the
upcoming year — one representative called the atmo-
sphere “horrific” and estimated foot traffic was down at
least 50 percent.

Overall, the economy during the past two years had
such a devastating effect on the industry that some com-
panies simply shut down operations in a buying environ-
ment that contracted too fast for most to react. When
accounts got stuck with thousands of dollars in excess in-
ventory, they slashed selling prices, a move that crushed
margins and brought 2009 pre-orders to a screeching halt.

Viewed primarily as a luxury item, the oft-expensive
wrist top computers and multi-function sport watches
were among the first items cut from the consumer’s dis-
cretionary budgets. Industry observers warn the slight
rebound over the past nine months doesn't necessarily
mean the market is back to its pre-2008 state. Most agree
the consumer will continue to place an increased empha-
sis on value. And while many brands still offer high-end
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Could the return of the active
consumer mean rejuvenated sales
for sport watches and wrist top
computers? While it may be too
early to tell, all signs are pointing
in the right direction.

By Kyle Conrad

items, a surge of recent launches featuring conservative price points is a clear
sign the market remains deeply scarred by the recession,

Companies such as Highgear believe a refocus to more conservative pricing
will pay huge dividends amid an exigent market environment. “We've become a
more inviting brand to the entry-level consumer,” says CEO Mike Hosey. “Now, a
consumer can come into a store and buy a product they hadn't considered before
because it’s within their [price range].”

Highgear, which offers a variety of wrist top combos that include altimeters,
barometers, compasses and various timing tools, has benefited from a growing
consumer base that is becoming more in tune with this type of technology. "As
generations age, the technical savviness of the consumer is widening and creating
more opportunities for companies like Jus],” Hosey says.

And as the consumer base continues to develop, brands feel pressure to stay
innovated - a challenge compounded by scaled down research and development
budgets. Add a more cost-conscious consumer and competitive selling environ-
ment, and retailers and manufacturers have some work to do.

“The good news is people still want to get out,” Hosey says. “They're just not
willing to travel the distances they once were. It's not a situation where they're
refusing to spend - they're just doing these activities closer to home and on a
smaller scale”

Wenger North America is feeling the price point shift, too. "Over the last two
years, there has been a favorable response to watches under the $500 point,”
says COO Marc Eskridge. "Watches over 8500 have suffered significantly, all
the way up to the ultra-expensive watches in the $20,000-$30,000 range, which
have actually done well”
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For some, that’s not a huge surprise. [ts safe to assume that a consumer who
makes an accessory purchase in excess of $10,000 has probably eluded discre-
tionary income issues impacting other demographics.

Now, as for price points that fall somewhere in the middle, there has been
a dramatic drop in demand. Starting last summer, there has been an incon-
trovertible consumer rebound, forcing the market to face unique inventory
challenges, as brands struggle to keep pace with demand.

“The problem is that demand is increasing at a [faster| rate, but people spent
all of last year slimming inventories,” Eskridge says. “The capacities just aren't
there [right now] for expanded orders”

TRENDING UP...

From a product standpoint, several key trends emerged during the back-
end of 2009 and the front half of 2010. At Wenger, the surge in demand for ion
plating became apparent during March’s BaselWorld Watch and Jewelry Show.

lon plating, also referred to as physical vapor definition (PVD) coating,
gives the product a black finish and is virtually scratchproof. Because of its
stealthy black appearance and ceramic finish (which makes it more durable
than stainless steel), the product made huge waves at the show. Nearly every
sport line featured multiple products treated with ion plating.

GPS capability continues to be one of the vanguards of technological ad-
vancement. Suunto and Highgear are introducing or supplementing GPS-
enabled lines in the near future, while other companies work diligently to crafi
similar products to keep up with market demands.

Highgear is putting the finishing touches on a GPS-enabled wrist device
scheduled for 2011 market, while Suunto is supplementing its popular X10
line, which features full GPS capabilities and is Google Farth” compatible.
And Garmin recently launched its Forerunner® 110 GPS-enabled sport watch
at the Boston Marathon, Garmin, which continues to push the envelope for
GPS-enabled equipment in all markets, believes the consumer’s propensity for
exercise is vital to the progression of the Forerunner® product.

“[Garmin] has a big growth initiative within health and wellness” says Stan
Brajer, director of fitness sales and marketing. "Our running product evolved
from our handheld device and [now] it's the base of our [fitness] division.”

Similar to other higher-end brands, Garmin uses a "pyramid” approach to
channel management. That means it launches its newest products at the spe-
cialty level, allows them to mature, and then slowly introduces them in big-
box accounts as newer products hit the floor. This enables Garmin to ensure
long-term growth capabilities while maximizing the product’s return. “The
specialty channel really gave us the credibility and authenticity that got us
where we are today,” Brajer says.

Garmin also stresses well-designed sell-through strategies to maximize in-
store transactions. Brajer, a former running specialty retailer, says its imperative
that sales associates learn about the product and effectively conveying that
knowledge to the consumer. The company also supplements sales by pointing
customers to its Garmin Connect Web site - a social networking site that
enables workout enthusiasts to upload workout data for a comprehensive
analysis that allows them to create fitness goals, track historical workout
progress and keep tabs on overall fitness,

Suunto’s Training Manager offers some of the same capabilities. Suunto con-
sumers can use the Training Manager software to view their performances
over a single workout or a specific period of time to monitor heart rate, respi-
ration rate, respiration volume, energy expenditure and more.

Polar Electro features a similar program called polarpersonaltrainer.com -
an online community that enables users to record and access development on
a daily basis, while tailoring workouts to individual levels and goals. m
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