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The era of blindly betting on Western brands to
tap into China’s burgeoning consumer market is
over. Once considered no-brainers, global titans
like L'Oreal, Nike and Starbucks are finding their
footing increasingly precarious. Despite the allure
of its growing middle class the dynamics at play
are more nuanced than ever.

LVMH, a beacon of luxury with its Sephora chain, has
had to slim down operations in China—a stark indicator
of this shifting landscape. Domestic players, such as
Anta Sports, are not only catching up but surpassing
Western rivals like Adidas in market share. Meanwhile,
coffee giant Starbucks, a symbol of Western lifestyle, is
ceding ground to local competitors like Luckin Coffee,
which captivates the market with aggressive pricing and
expansive growth recently surpassing 20,000 stores.

The same story echoes across most industries: global
brands are no longer the default choice for Chinese
consumers. Companies must now navigate a complex
web of local preferences, cultural trends, and rising
nationalism inside China.

Simply assuming that Chinese spending power will
translate to Western profits is dangerous. When
investing in such global brands, understanding how
these nuanced drivers impact stock values and
acknowledging that what worked yesterday may not
hold sway tomorrow, is now crucial.
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New generation of Chinese consumers are flexing
their economic muscle. No longer in favour of the
imported brands that once dominated their
preferences they have rotated towards domestic
brands that speak to their cultural identity and
nationalist pride.

Founded in 2017, Luckin Coffee quickly challenged
Starbucks in China with lower prices, discounts and
drinks tailored to Chinese tastes.

By aligning with the “Guochao” trend, Luckin
appeals to younger, cost-conscious consumers and
benefits from the preference for local brands. With
20,000 stores, Luckin dominates China’s coffee
market.



