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“Swiss watchmakers are f**ked,” said Apple’s design chief, Jony Ive, around the time of the launch 
of the Apple Watch in September 2014. 
 
Almost a year later, Nick Hayek, CEO of leading Swiss watchmaker the Swatch Group, countered 
this with a similar, more elegant display of confidence. “People do not buy watches because of their 
functionality (as the Americans believe), but because of the emotions they transport/carry. We are 
not ignoring the smart technology, but we do not run after every mega-trend like herd animals. The 
Apple Watch is an interesting toy but not a revolution,” he said. 
 
Despite what Hayek said, there’s no doubt that the Apple Watch and the new wave of smartwatches 
has transformed the wrist devices market. This market can now be divided into three categories: 
timekeeping watches, activity trackers, and smartwatches. The role of timekeeping watches has not 
changed since their invention and Swiss watchmakers cater to the luxury end of this market, with 
the emphasis on the craftsmanship and quality (95% of the Swatch Group’s profits are generated in 
the luxury segment). 
 
Activity trackers were the first non-traditional wrist wearables to appear, targeting a specific, sports-
orientated user group. Smartwatches are trying to appeal to a more mainstream base of users and 
cover all aspects of watches and activity trackers. At this stage in their development, however, 
smartwatches must be paired with a smartphone, are unattractive to third-party app developers 
because of their small screen size, and – crucially for consumers – are expensive. 
 
Despite this, it is expected that the smartwatch and activity tracker categories will merge due to 
technological advances. And early indications are that this smartwatch/activity tracker segment is 
not necessarily in competition with traditional watches. Albatross, a market research company, 
recently conducted a survey of 3,000 people worldwide who were in the market for both the Apple 
Watch and luxury watches. It found only 27% of luxury watch consumers preferred the Apple Watch 
to a luxury watch, and only 15% considered the Apple Watch as a potential substitute for a luxury 
watch. When consumers who prefer luxury watches were asked why, they indicated timelessness 
and craftsmanship as the top two reasons, whereas those who preferred the Apple Watch were 
entirely fixated on the technology. Therefore, it appears most consumers recognize the difference 
between the two watch types and don’t view them as competitors. 
 
That’s certainly the view of Swatch’s Hayek. At a press conference in March 2015, he said that the 
Apple Watch was a fantastic opportunity for Swatch as it opened the market, especially in the US, 
where many people did not wear watches anymore. “Now somebody comes and wants to change 
that. Let Apple do the work. This is good.” 
 
Swatch appears to be acting on Hayek’s view, taking advantage of Apple’s foray into a new market. 
In July 2015, it launched the SMART Touch Zero One sports smartwatch. In October 2015 it 
unveiled the colorful Swatch Bellamy, incorporating near-field communication technology that allows 
users to ‘pay by the wrist’. Then in March 2016 it announced the TISSOT Smart-Touch, referred to 
in the media as “Swatch’s first proper smartwatch”. 
 
But is this shift into a new market having any impact on Swatch’s bottom line? In 2015, it appeared 
that Swatch had not taken much of a hit. Sales were 3% down on the previous year, but the group 
attributed that largely to the “ongoing unfavorable currency situation versus the still massively 
overvalued Swiss franc”. The 2016 Annual Report, however, shows a decrease in sales of 10.8% 
compared with 2015. The company blames variously “worldwide turbulence”, “a very challenging 
economic environment”, the terrorist attacks in France, Belgium, Germany and Turkey, “new legal 
regulations in various countries” and Brexit. It also briefly mentions a “decline in consumption”. 
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Swatch makes no mention of competition from the smartwatch market, but it has been making 
efforts to muscle in on Apple’s turf. Hayek now urgently needs to answer the question of what will 
happen if the Apple Watch starts to compete in the luxury segment, where the Swatch Group leads. 
Since the launch of the Apple Watch, the awareness of many watchmakers (also in the luxury 
segment) towards smartwatches has changed, and a number of industry experts even predict that 
some brands might not survive the coming years. Should Hayek be worried? 
 
 
IMD EMBA 2016 graduates Chantal Stäuble, Lars Bloechlinger and Kristian Uwe Ćurković prepared 
this case under the supervision of IMD Professor Stefan Michel, director of the IMD Executive MBA 
program. 
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