
DAILY EDITION AUGUST 11, 2025 

Fashion. Beauty. Business. 

Scandal’s 
Impact 

Unpacking what  

the supply chain 

scandals mean for both 

the luxury sector and 

Made in Italy production. 

Pages 10 to 12

Specialty  
Stays Strong
Menswear specialty 

stores attending Chicago 

Collective were upbeat 

about business — and 

shrugged off any impact 

of tariffs. Pages 6 and 7

The Bottom 
Line

Parsing chief executive 

officers’ comments 

during the latest results 

season on what the 

future holds for fashion 

and retail. Page 4

It was the perfect summer’s evening on Thursday for Saks Fifth Avenue and Amazon to celebrate their  
multiday pop-up at The Hedges in East Hampton with a dinner hosted by Gabrielle Union and Dwyane Wade,  
seen here, which drew the likes of Naomi Watts, Alexandra Daddario, Nicky Hilton Rothschild, Rachel Zoe and  
more. The couple has been summering on the East Coast, and for Wade the season has been “all about family.  

And, for me, golf.” And maybe a little bit of Kool and the Gang? For more on the party, see pages 16 and 17.
PHOTOGRAPH BY ALYSSA GREENBERG

Celebrate Good Times
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  The company looks forward 
to focusing on integrating 
Neiman Marcus now that the 
controversial exchange is done.

BY EVAN CLARK

Saks Global has buttoned up its latest 

financing package early.

The retailer said it received $300 million 

in connection with its debt exchange offer 

on Friday, rounding out the $600 million 

package it revealed in late June. 

About 98 percent of the eligible 

bondholders agreed to exchange their notes. 

The deal could bring the temperature 

down on the Saks financial drama — at 

least for now.

To buy Neiman Marcus Group, Saks took 

on $2.2 billion in debt from bondholders in 

December, just as Wall Street was feeling 

giddy over what many hoped would be 

more business-friendly policies from a 

second administration of U.S. President 

Donald Trump. 

But when the reality of having Trump 

back in the White House led to a trade 

war with the world and the retail outlook 

dimmed, bondholders got spooked, 

particularly since a little-noticed provision 

in the bond prospectus allowed Saks to 

pile as much debt as it wanted onto its 

Fifth Avenue flagship. 

Saks was already fending off vendors 

over slower payment terms and late back 

payments when a meltdown in the bond 

price added a sense of uncertainty — again 

— to the company and its finances. The 

retailer’s bonds traded at around 30 cents 

on the dollar for a time, but the company 

was able to negotiate a deal with some 

bondholders that eventually brought along 

the rest of the pack. 

Now Saks is limited in how much debt 

the Fifth Avenue flagship can carry, leaving 

the building to stand as collateral for the 

bondholders in the event of a bankruptcy. 

While many lenders and vendors to 

the company have been worrying over 

the potential of a bankruptcy for months, 

the retailer clearly sought to present the 

completion of the exchange as the final 

turning of the page on what’s been an 

uncertain and disruptive time.

Marc Metrick, chief executive officer, said: 

“With this transaction, we are embarking on 

Saks Global’s next chapter, with the financial 

flexibility to drive long-term value and 

growth for our stakeholders, particularly 

our brand partners. Our bolstered liquidity 

position, combined with our improved 

inventory flow and the work we have done 

to strategically integrate our businesses, 

positions us to continue executing on our 

strategy to advance the luxury shopping 

experience for our customers. We thank our 

bondholders for their continued confidence 

in our business.”

Metrick works closely with Saks Global’s 

executive chairman Richard Baker, who for 

years dreamed of buying Neiman Marcus 

and combining the two luxury department 

store powerhouses. 

Together they have a vision that has lots 

of moving parts — from the new terms with 

vendors to a Saks presence on Amazon 

and a new single operating structure for 

the two chains.

But in the run-up of the deal and this 

year, vendors complained, bitterly at 

times, about not being paid for shipments, 

in many cases not for several seasons. And 

while Saks promised to make good on its 

bills — and some vendors have been paid — 

other suppliers have continued to privately 

complain that the money is always on the 

way, but still slow to arrive. 

A source close to Saks said of the 

finalization of its latest financing package: 

“Now you’re going to not hear from brands 

anymore about not getting paid. You’re 

not going to hear from brands anymore 

about concerns. You’re not going to hear 

anymore from that side of the equation.”

But the world might well be hearing a 

little more about Saks’ finances before 

the spotlight will be able to the big luxury 

retail “reset.”

That’s because debt watchdog Standard 

& Poor’s previously said it viewed the 

financing as “tantamount to a default” 

since bondholders “will receive less value 

than they were initially promised and will 

rank lower in terms of priority than the 

new money notes.”  

S&P said it expected to lower its rating 

on Saks to “selective default” or “default” 

after the financing was completed. 

That “selective default,” if were to come, 

is a technical distinction that stems from 

the bonds being exchanged for new debt 

below par.

The new bonds have not yet been rated.

Now Metrick and Baker have to convince 

the market that the they’ve solved the Saks 

financial equation.

  Bankrupt Claire's hired  
Hilco to liquidate its stores,  
but could hold off from  
an entire liquidation if it finds  
a going-concern buyer.

BY VICKY M. YOUNG

For bankrupt Claire’s, it’s either find a 

buyer or shut down.

Court documents indicate that the 

accessories chain, which also sells items 

such as socks and slippers, is following a 

dual-track process that includes hiring Hilco 

Merchant Resources as the liquidation firm 

to close all stores. Claires operates 1,260 

stand-alone locations across North America, 

plus 210 shops-in-shop inside select 

Walmart stores. There’s also an additional 

850 company-operated stores overseas. 

The overseas operations are not part of the 

Chapter 11 case that was filed on Wednesday 

in a Delaware bankruptcy court. The 

company said its Canadian affiliates 

also plan to commence proceedings in 

Canada in the Ontario Superior Court of 

Justice under the Companies’ Creditors 

Arrangement Act. There were rumblings 

last month that a Chapter 11 filing was a 

possibility. But there were signs of cash-flow 

pressures earlier this year.

The agreement between Claire’s and 

Hilco allows for the suspension of the 

liquidation sale should the retailer find a 

going-concern buyer. But even if it does, 

at least 700 mall locations are on the 

chopping block and are expected to be 

shuttered by early September once store 

closing sales are completed. If no buyer is 

found, then all Claire’s are expected to go 

dark by the end of October.

That doesn’t mean that the Claire’s 

name will go away. The intellectual 

property assets for U.S. operations could 

be sold as part of a bankruptcy court 

auction. And a buyer could acquire the 

assets with an eye toward resurrecting the 

name online.

Chris Cramer, chief executive officer, 

chief operating officer and chief financial 

officer, filed a document called a 

declaratory statement with the Delaware 

bankruptcy court, noting that the closure 

of 700 unprofitable store locations are part 

of a go-forward business plan centered on 

a smaller footprint. The company began 

marketing its go-forward plan in June,  

with outside advisers reaching out to  

more than 150 prospective strategic 

and financial buyers. Confidentiality 

agreements were signed with 60 parties. 

Cramer said the company is in talks 

with certain parties in connection with a 

potential stalking-horse bid.

Cramer said the company sources 

merchandise from 250 vendors, with 

about 70 percent located outside of the 

U.S. Included in the overseas vendor 

list are 56 percent that are based in 

mainland China, 8 percent from Vietnam 

and 23 percent from Thailand. He said 

the heavy reliance on foreign suppliers 

has significantly impacted the company 

following the implementation of reciprocal 

tariffs in April. The company engaged 

in tariff-mitigation initiatives, including 

testing price increases. Cramer said the 

company knew that raising prices could 

contribute to a “declining customer base 

and declining same-store sales,” which is 

what happened in 2021 and 2022.

The company’s Chapter 11 petition listed 

total assets and liabilities each at between 

$1 billion and $10 billion.

The core Claire’s doors target girls 

between the ages of 3 and 18, while the 

120 Icing branded stores in North America 

caters to the fashion-conscious young 

woman between ages 18 and 35.

Ragini Bhalla, Creditsafe’s head of brand 

and spokesperson, said Claire’s “faces 

fierce competition from ultra-low-cost 

online retailers like Shein and Temu.” She 

noted that the company’s mounting debt 

and rising tariffs aren’t its only problems. 

The company’s payment history show 

signs of cash-flow strain, and its growing 

late payments have contributed to the 

aging of invoices, she said. According to 

data from the credit research firm, Claire’s 

outstanding bills over 91 days past due rose 

from 3.6 percent in November 2024 to 6.7 

percent in December 2024, and then rose 

even higher to 10.1 percent in January 2025.

“And when we looked at the company’s 

aging invoices for the last few months, we 

could see that upward of 50 to 67 percent 

of its outstanding bills were already in the 

one-to-30 days past due category in May 

and June 2025,” Bhalia said.

Wednesday’s filing is the second 

bankruptcy for Claire’s. It is owned by 

Elliott Management Corp. and Monarch 

Alternative Capital, who were part of the 

creditor group that took control of the 

retailer after it filed its first Chapter 11 

petition in March 2018.

BUSINESS

Saks Wraps Up $600M Financing

ACCESSORIES

Claire’s Chap. 11 Filing Follows 
Dual Track Process, Could 
Close at Least 700 Stores

Marc Metrick

A Claire's store 

inside a mall.
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  The Baltimore-based sports 
brand is trying to mitigate  
the costs of the new tariffs,  
but they are adding to the 
pressure on the company's 
turnaround efforts.

BY JEAN E. PALMIERI

Under Armour fell short of analysts’ 

expectations in several segments in 

the first quarter of fiscal 2026, and the 

situation is expected to deteriorate even 

further thanks in part to the added costs of 

tariffs, which the company said will slice 

profitability in half this year.

In a conference call, chief executive 

officer Kevin Plank said the company is 

estimating about $100 million in additional 

costs from tariffs which, when added to the 

anticipated soft demand in fiscal 2026, will 

result in operating income on an adjusted 

basis coming in at “roughly half of fiscal 

2025 levels,” chief financial officer David 

Bergman added.

“We are actively pursuing mitigation 

strategies such as cost sharing with 

suppliers and partners, exploring 

alternative sourcing options and making 

selective pricing adjustments,” Bergman 

said. “However, due to the complexity and 

lead times involved, we anticipate most of 

the gross margin offsets to be realized in 

fiscal 2027 and beyond.”

Even as Plank sought to put a positive 

spin on the numbers and outlook Friday 

morning, citing quarterly results that “met 

or exceeded our expectations as we drive 

a bold transformation,” the results proved 

the sports brand still has a way to go to 

return to its former glory. Wall Street also 

wasn’t swayed, trading Under Armour’s 

shares down more than 18 percent.

The Baltimore-based company reported 

adjusted earnings per share of 2 cents for 

the first quarter, slightly below the analyst 

estimate of 3 cents, with a revenue drop of 

4 percent to $1.1 billion. The net loss was 

$3 million and adjusted net income was $9 

million.

North American sales, a sore spot for  

the company for a while now, also fell 

more than expected, with revenue down  

5 percent to $670 million, more than  

the 4.4 percent analysts had projected.  

The company attributed that to a decrease 

in full-price wholesale and  

lower e-commerce sales.

International sales dropped 1 percent 

to $467 million, with Asia-Pacific falling 

10 percent and Latin America down 15 

percent while the Europe, Middle East 

and African region posted a 10 percent 

increase.

Wholesale revenue was down 5 percent 

and direct-to-consumer sales fell 3 percent, 

which included a 12 percent drop in 

e-commerce sales. Sales at the company’s 

owned and operated stores inched up 1 

percent but its factory outlets and licensing 

revenues were up 12 percent.

By category, apparel sales fell 1 percent 

to $747 million, with softness in run, 

outdoor and golf, and strength in training 

and sportswear product. Footwear sales 

were particularly weak, dropping 14 

percent to $266 million. The one highlight 

was accessories, which posted an 8 

percent increase in sales to $100 million.

The poor showing was exacerbated 

by a weak second-quarter outlook with 

earnings per share now projected to be 

between 1 cent and 2 cents, significantly 

below analysts’ projection of 26 cents. 

Revenue is expected to decline 6 to 7 

percent, with a low-double-digit decline 

in North America and a low-teens percent 

decline in the Asia-Pacific region, partially 

offset by high-single-digit growth in EMEA.

Adjusted operating income in the 

second quarter is expected to be in the $30 

million to $40 million range.

Under Armour did manage to meet 

expectations on overall revenue, and 

beat them on gross margin and operating 

income, a company spokesman stressed.

Despite the poor results, Plank told 

analysts Under Armour is sticking to its 

plan to “undertake a bold reinvention and 

rebuild with purpose to become a sharper, 

more focused brand, one that blends 

sports style and innovation with financial 

discipline and edge.”

He said over the past eight years, Under 

Armour has been operating “more like 

a company than a brand,” but now 16 

months into his return as CEO, “we’re in 

the process of flipping that script where 

every decision we make is focused through 

a brand-first lens.”

He added that developing “world-class 

financials” is not the answer. Instead, he 

said: “The only way we win is by creating a 

brand people can’t ignore.”

He asked Wall Street to be patient with 

the company’s ongoing transformation as it 

moves to “build deeper, lasting connections 

with consumers and focus on creating mid- 

and long-term shareholder value.”

As he has said in the past, Plank 

acknowledged that Under Armour’s 

assortment had gotten too broad and its 

designs “lacked clarity. We’re on track 

to meet our initial goal of reducing SKUs 

by 25 percent. We’re discovering more 

ways to streamline. We’ve already cut 

our materials by 30 percent for our 2025 

products and plan to reduce it further in 

2026, lowering costs, improving sourcing 

and supporting more sustainable, 

innovation-driven design.”

He said the company is “systematically 

redesigning our top 10 volume items,” 

which is expected to result in “better 

and more average selling price revenue.” 

He singled out some wins, including the 

HeatGear OG compression mask, the 

Velociti Elite 3 Running Shoe, the Magnetico 

football boot and Halo Collection, along 

with accessories such as the StealthForm 

hat and the No Weigh Backpack.

This focus on upgrading top-selling 

items also gives the company permission 

to raise prices, a move that is expected to 

somewhat mitigate the tariff impact. Even 

so, in North America, Plank expects to face 

continued challenges in fiscal 2026 due to 

higher tariffs and softer demand. But the 

company is fighting back by working to 

rebuild cultural relevance, starting with 

football and expanding into team sports.

“Our priorities are clear: strengthen 

brand loyalty through top-tier sports 

culture and emotionally compelling 

storytelling, stabilize the growth by 

increasing full price e-commerce, boosting 

factory house profitability and rebuilding 

wholesale partnerships and shrink the 

battlefield by concentrating on key product 

franchises and optimized distribution to 

achieve more consistent wins, doing less 

things better,” he said.

Increasing its reach with women is also a 

priority, Plank said. Although the company 

has built a $1 billion women’s business, its 

market share has not increased. “That’s 

on us and we’re addressing it,” he said, 

adding that the company is “integrating 

a women-centered approach” into its 

business that will encompass not only 

product design but also storytelling to 

draw females into the brand.

Turning to the struggling footwear 

category, he said two years ago, the 

company streamlined its offering, 

eliminated underperforming lines and 

focusing on top performers such as the 

Velociti and Halo. Although the category 

will continue to be challenged in the short 

term, Plank believes results will rebound 

in the future.

Last May, a month after returning 

Plank to the CEO post, Under Armour 

unveiled a restructuring plan to improve 

its financial and operating efficiencies that 

was expected to cost from $140 million 

to $160 million. By the end of the fiscal 

fourth quarter of 2025, the company had 

recognized $58 million in restructuring 

charges and $31 million in other expenses. 

It expects the remaining charges to be 

realized during fiscal 2026.

Analysts on Friday had a mixed reaction 

to the results. Neil Saunders, managing 

director of GlobalData, said that although 

sales declines eased in the first quarter, 

since 2022 they are down 14.2 percent, 

higher than the sports category as a whole. 

“This means it has lost share,” he said of 

Under Armour.

And although the company has 

improved its product offering and reduced 

discounting, “the improvement in margins 

is not yet showing up on the bottom line.” 

He said the company needs to ramp up 

its storytelling and product assortment 

messaging to “cut through in a crowded 

market.

He said due to its internal repositioning 

and the macroeconomic challenges, “the 

fiscal year ahead looks like it will be another 

write-off as the costs of restructuring will 

join tariff and supply chain pressures to 

deplete the bottom line.”

Joseph Civello of Truist Securities said 

that as a result of “brand-specific issues, 

a choppy macro, tariff headwinds and 

steep category competition, we continue 

to believe that visibility into a turnaround 

remains limited.” He reiterated his “hold” 

rating on the stock.

Zachary Warring of CFRA Research 

maintained his “sell” opinion on the shares 

as a result of the company’s ongoing 

challenges and expected shortfall in the 

second quarter. And John Kernan of TD 

Cowen said that on top of the tariffs and 

weak demand, Under Armour is facing 

a potential cash burn in the spring when 

$600 million in debt paydown is due that 

can “bring cash balance abnormally low 

unless working capital flows improve.”

BUSINESS

Under Armour Expects Tariffs to Bite, 
Sees Profits Halving This Year

An Under Armour store.
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  Specialty stores shopping 
the menswear show were 
optimistic about the future of 
business and sought pieces to 
freshen their floors for spring.

BY JEAN E. PALMIERI

CHICAGO — The men’s specialty store 

contingent swooped into this city last 

week in an upbeat mood after a string 

of successful months and hopes for 

continued solid results the rest of the year.

Although the ever-changing tariff 

situation was a frequent talking point, 

most merchants took it in stride. 

While prices have inched up on some 

merchandise for fall and spring 2026, 

other brands were holding back, adopting 

a wait-and-see attitude.

Retailers were prepared to pay between 

5 and 10 percent more for goods going 

forward, and will need to pass the increase 

along. But stores serving a better or luxury 

customer are not expecting any pushback 

from their well-heeled customers.

At the Chicago Collective trade show, 

merchants caught up with their top brands 

and were on the hunt for items that were 

fresh and different to offer their loyal 

shoppers something new to buy. Sportswear 

and gift items were on the top of their 

shopping lists since many stores had already 

placed the bulk of their spring orders.

While the Chicago Collective was the 

primary draw, two other shows were also 

in town last week: Show & Tell, which 

focuses on streetwear, and Outpost, 

an independent brand showcase. The 

addition of competing fairs shows 

the strength of the Collective, which 

has become the must-attend show for 

independent men’s stores.

Monique Kielar, vice president of 

marketing, apparel for the Chicago 

Collective, said 1,800 buyers attended 

the show, which was consistent with the 

attendance last August. Special events 

included Piloti’s opening-night party, which 

drew around 1,000 people, and the Italian 

Trade Agency’s Monday night event.

The newly added fourth floor, which 

joins the seventh-floor flagship location 

at the Merchandise Mart, has been well 

received, she said. The floor houses mainly 

showrooms such as Triluxe and M5, which 

were pleased with the results. “The brand 

assortment was strong and we want to 

make sure the assortment stays relevant 

and flows with the seventh floor,” she said.

Going forward, Kielar said the goal is 

“continue the cadence of success. We are 

at a peak and we want to make sure that 

we keep the quality and experience up for 

the retailers.” She said in the future, she’d 

like to attract more international buyers. 

Although some retailers from Europe and 

Japan shopped this edition of the show, the 

opportunity going forward is enormous, 

she believes.

Right now it’s Italy that dominates — at 

least from a brand perspective. The Italian 

Trade Agency brought 62 companies to 

Chicago, including seven new vendors, 

and Kielar said the group is clamoring for 

more space, a request she hopes to be able 

to accommodate in the future.

Alessio Nanni, head of the fashion and 

beauty division of the ITA, said in addition 

to the country’s core tailored clothing 

and high-end sportswear, there was more 

emphasis on leather goods this time. He 

said the goal was to showcase the “style 

and craftsmanship” of Italian brands to 

American retailers and he will continue 

to push to add more vendors at the next 

edition.

The ITA’s annual party was held on the 

rooftop of iO Godrey, a local watering hole. 

But the group wasn’t the only one partying: 

Gladson, a fabric mill that focuses on 

custom products, hosted a dinner Sunday 

night at Smith & Wollensky and held a 

panel discussion on Monday afternoon 

on the opportunities for women’s custom 

clothing featuring a panel of experts from 

the U.S. and Italy. Accessories brand 

Tateossian celebrated its 35th anniversary 

with an event at the residence of the British 

Consul General in Chicago.

The Collective added a preview day on 

Saturday and ran through Tuesday and 

most retailers were on the floors for the 

duration.

Ken Giddon of New York-based 

Rothmans sang the praises of the 

Collective, calling it “the most efficient 

show in the business. They do a good job 

of bringing a curated group of vendors, 

and if you’re in the men’s business, you 

have to be here.”

Giddon said his business is “surprisingly 

very good,” on top of what was his best 

year ever in 2024. Even so, he said he was 

“waiting for the tariff shoe to drop” when 

shoppers realize that prices will be going 

up. He said for fall, he will raise prices by 

around 5 to 10 percent.

At the show he was shopping with his 

son Will, who oversees a department called 

Rothmans Next, which highlights more 

fashion-forward brands. “Men’s fashion 

continues to change and we have to cover it 

with a wider net,” Will Giddon said. “Every 

shopper should feel represented. We can’t 

be everything to everyone, but we can be a 

lot to a lot of people.”

“We have done a good job establishing 

what Rothmans is,” Ken Giddon added. 

“We have a broad base of customers and 

to make all of them happy, we need to test 

the fashion edge.”

He said Rothmans Next has allowed the 

company to add 10 percent more vendors 

to its assortment since it debuted two 

years ago. 

At the show, they shopped Circola for 

its soft sport coats, along with Surfside 

Supply, Hedge, Rails, Marine Layer, 

Latorre and Fradi. 

Richard Penn, president of Puritan 

Clothing, which operates three stores on 

Cape Cod, said since the pandemic, the 

Cape has been bustling with the influx 

of people moving and living there year-

round, which has boosted his business. 

“We’ve really benefited,” he said.

He said sportswear represents the largest 

part of his business, but tailored brands 

such as Canali, Jack Victor and Samuelsohn 

are also strong because the area is such a 

big wedding and event destination.

Although the tariff situation impacted 

sales early in the year, by May business 

rebounded strongly and the Puritan stores 

had their best July in several years, he 

said.  As a result, he’s optimistic about fall. 

And although “tariffs are not going away,” 

he said vendors and retailers are working 

together to minimize the impact.

At the show, he was looking for elevated 

casualwear for men to wear to both work 

and events.

Hill and Richard Stockton of Norman 

Stockton in Winston-Salem, N.C., said their 

business has been “great” since relocating 

four years ago next to Wake Forest. 

Students — as well as their parents — have 

discovered the store, picking up both 

tailored clothing and sportswear.

The students who are getting ready 

to enter the work force are stopping by 

for interview or first job suits, Richard 

Stockton said, generally opting for classic 

styles in charcoal or navy.

Hill Stockton shrugged off the tariff 

situation, saying, “We can’t worry about 

it. There’s something new every day and 

we’re not just looking for lines not affected 

by tariffs.” His son added, “If it actually 

happens, we’ll figure it out.”

At the show, they were shopping Billy 

Reid as well as their two biggest vendors — 

Peter Millar and Johnnie-O — to check out 

updates for spring. “They don’t change a 

lot,” Hill Stockton said, “but if it’s working, 

why shoot yourself in the foot.”

Craig DeLongy of John Craig in Winter 

Park, Fla., said business at his eight Florida 

stores remains strong, despite a slower-

than-normal summer. And as a “staunch 

supporter of tariffs,” he is absorbing the 

extra cost right now and will pass it along 

if necessary in the future. 

He said he is “bullish on fall,” and 

confident that his “incredible staff” 

will help drive momentum through the 

remainder of the year.

At the show, he said he was looking 

for “odds and ends” to complete his 

assortment. “We’re not looking to reinvent 

our vendor mix, but there’s one item we 

might have missed,” he said.

Lindsay Morton Gaiser of Andrisen 

Morton in Denver said some ups and 

downs at the beginning of the year have 

smoothed out and June sales were up 12 

percent while July was up 4 percent. “So 

we’re really optimistic going into fall.”

She said spring sportswear sales were up 

9 percent, suits rose 10 percent and sport 

coats were flat. “Sportswear is having a 

run,” she said. Contributing to her optimism 

is that some true luxury items such as a 

Brunello Cucinelli outerwear piece for 

$15,000 have already started selling.

Her opinion on the tariffs was that “there’s 

no reason to panic until we fully understand 

the impact on business.” And the anticipated 

price increases of 3 to 4 percent “are pretty 

minimal for the luxury customer.”

At the show, she liked the look of Paul 

& Shark, which she said has “evolved 

and changed,” and she was looking for 

sportswear, small leather goods, jewelry 

and holiday items because the bulk of her 

buying was already completed.

Dana Katz of Miltons, based in Braintree, 

Mass., said he had a “decent first half” 

in terms of business. Although he’s 

concerned about the impact of the tariffs, 

the special occasion and wedding business 

continues to be strong and is fueling sales.

“The tariff situation changes almost 

daily so we’re taking a wait-and-see 

attitude,” he said. He said for fall, there 

will be a few “strategic” price increases, 

but he expects the customer impact to be 

negligible.

At the show he was looking to fill in his fall 

assortment to replace pieces that were not 

put into production because of the tariffs 

while adding some fresh items for spring. ►

MEN’S

Retailers at 
Chicago Collective
Shrug Off Tariffs

The Chicago Collective is held 

at the Merchandise Mart. 
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  Inside the allegations of 
brands’ ties to sweatshop 
schemes in Italy.

BY MARTINO CARRERA

MILAN — Over the past two years, shock 

waves have been running through the 

luxury industry as supply chain scandals 

uncovered in Italy have prompted strong 

reactions from stakeholders.

Multiple probes by a Milan Court into 

luxury brands’ ties to subcontractors 

allegedly engaged in workers’ exploitation, 

abuse and sweatshop schemes have placed 

the sector’s supply chain under scrutiny, all 

amid mounting pressure on fashion as a result 

of the global downturn in luxury spending.

The latest case linked Loro Piana to 

sweatshop subcontractors that the brand 

allegedly failed to properly audit and 

follows earlier similar incidents at Dior, 

Giorgio Armani, Valentino and Alviero 

Martini. All brands have been put under 

judicial administration, with the probes 

into Dior and Armani fully resolved and 

the judicial oversight lifted.

“According to the prosecutors, brands 

would have relied on weak controls, turning 

a blind eye to subcontracting practices. 

More specifically, there would have been a 

huge disparity between the brands’ ethical 

and social commitments, also reflected 

in the supplier contractual framework, 

and the supplier audit process, which 

would not have been adequate to identify 

relevant risks,” said Arnaldo Bernardi, a 

Milan-based partner at law firm Dentons’ 

global Litigation and Dispute Resolution 

practice and part of the Italian White-Collar 

Crime and Compliance team, as well as 

environmental, social and governance 

ambassador for Dentons in Italy.

Subcontracting is a common practice, 

implemented to gain flexibility of 

production and better deal with business 

shifts. Although no current regulatory 

framework in Italy holds fashion 

companies legally accountable for forced 

labor or health and safety violations 

along their nonproprietary value chain, 

brands are expected to implement robust, 

risk-based assessment and compliance 

protocols to detect and exclude such risks.

“It’s worth remembering that creating 

a product, say, a luxury handbag, quite 

legitimately requires multiple layers of 

subcontracting, which per se are not 

inherently problematic,” Bernardi said.

In most cases Milan prosecutors 

indicated that the companies failed to 

properly audit their supply chain partners, 

which kept them from uncovering 

unofficial subcontracting arrangements. In 

some circumstances the first- and second-

tier subcontractors involved third parties 

in breach of contract with the brands, 

paperwork reviewed by WWD revealed.

“Once you outsource production, you 

essentially gain flexibility but reduce 

control and insight into supply chain 

relationships. Having extremely strong 

contractual frameworks is one key step in 

the management of supplier relationships 

from a legal and compliance standpoint. 

However, it is important to verify that 

suppliers abide by their contractual 

commitments,” Bernardi explained.

The Industry Responds
All brands subject to judicial 

administration have fully complied with 

court-mediated auditing procedures to 

improve oversight of their supply chains.

Loro Piana firmly condemned illegal 

practices and reaffirmed its commitment 

to human rights and compliance with 

all applicable regulations in line with its 

Code of Conduct. The brand pledged to 

continue to strengthen its control and 

audit activities.

The LVMH Moët Hennessy Louis 

Vuitton-owned Italian luxury house said 

“in breach of its legal and contractual 

obligations, the supplier did not inform 

Loro Piana of the existence of these 

subcontractors,” and terminated all 

relations with the subcontractor in less 

than 24 hours.

When in February a Milan court lifted 

the judicial administration imposed less 

than a year earlier on Giorgio Armani 

Operations, a unit of the namesake 

designer’s fashion group, the company 

said the decision was made because the 

company had taken all the necessary 

corrective actions to improve its already 

structured and tested system of controls. 

However, the Italian Competition 

Authority, or AGCM, imposed sanctions of 

3.5 million euros on the luxury brand for 

alleged misleading advertising linked to 

its sustainability claims. Armani said last 

week that it plans to appeal the fine.

Last year, judges also placed an Italian 

subsidiary of Dior, which produced small 

leather goods for the French brand, under 

the same form of monitoring, but the 

company was cleared of any wrongdoing 

in May. Dior reaffirmed its commitment 

to “upholding our values of transparency 

and respect throughout our supply chain” 

and “dedication to pursuing both rigorous 

Made in Italy products and the highest 

standards of ethics and excellence.”

Alviero Martini was also investigated 

over alleged worker exploitation, and in 

May a unit of Valentino specializing in bags 

was placed under judicial administration 

for a year by the Milan court after alleged 

abuse was uncovered at subcontractors. ►

SUSTAINABILITY

What Supply Chain Scandals 
Mean for Luxury Brands

“Once you outsource production, you essentially 
gain flexibility but reduce control and insight into 

supply chain relationships. Having extremely 
strong contractual frameworks is one key step  
in the management of supplier relationships 

from a legal and compliance standpoint. 
However, it is important to verify that suppliers 

abide by their contractual commitments,” 
ARNALDO BERNARDI, DENTONS

A number of luxury 

brands have come 

under fire for 

supply chain 

malpractices.
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One challenge with having an annual event is the need to keep the content fresh. 

There is always the danger of repeating yourself. The themes of the last few years—

headwinds, uncertainty, turmoil—all begin to blur together.

Taking a bird’s-eye view, however, it’s easier to spot an overarching shift that has 

occurred as the world has become more globalized, more interdependent.  

There will always be obstacles in the way of doing business. We are simply too 

connected for it to be otherwise.

This year’s Fall Summit, the “Super Bowl of Sourcing,” taking place  

on Sept. 25 in New York City, distills this idea in its title: “Countering Chaos.”

It does little good to bemoan the state of affairs, or to try and wishful think  

ourselves back to some misremembered, halcyon “good ole’ days.” An environment 

that often has us feeling as if the ground is shifting below our feet is here to stay.  

So, we will do what we have always done: adapt.

Geopolitics and trade will be top of mind at the event this year, as it’s simply not 

possible to separate policy from practice when it comes to running your enterprise. 

We’ll explore how to stay nimble and protect margins—even as formerly stable 

metrics—like the cost of goods sold—become harder to predict.

We will look at the effect this uncertainty has had on sustainability initiatives and the 

potentially perilous times ahead for workers in many garment-producing nations.

Artificial intelligence is another hot-button issue we will address, from use  

cases to justifying the capital expenditures when the ROI might be further down  

the road than one might hope.

I often describe our events at SJ as educational, and there is a reason for this. With 

so many complex issues facing our industry, it is hardly possible to fully understand 

the nuances of them all. That’s why getting together and sharing our expertise is 

invaluable. I am constantly queried by colleagues and fellow industry professionals 

as to what policy changes mean to them, how tech will reshape the future and what 

strategies are most applicable. Let’s all take a day to sit in a room together, find out 

the answers, do some networking and chart the course ahead.

I look forward to seeing you there.

Pete Sadera
Editor in Chief 

SOURCING JOURNAL
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