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Chanel’s Ongoing Trademark Battle with

Luxury Resellers

By Jacqueline Chan

Luxury fashion brands such as Gucci and Chanel
are recognized across the world by their respec-
tive trademarks and logos which adorn their cou-
ture apparel and accessories. Products from these
high fashion brands are often seen as a status sym-
bol due to their high price point, which in turn
make these products are highly sought after by
consumers. Thanks to cost conscious consumers
with an eye for luxury fashion, the secondhand
luxury fashion market is booming.! Bain’s luxury
goods market study estimated that the secondhand
luxury market reached $38 billion in 2021, and
according to Forbes, that market grew five-times
faster than the firsthand luxury market between
2017 and 2021. Much of this growth comes from
online platforms specializing in the sale of pre-
owned luxury goods.?

However, when buying pre-owned luxury goods
from secondhand sellers online, consumers may
have difficulty determining the authenticity of said
goods. Some major secondhand resale platforms,
like TheRealReal (TRR) and What Goes Around
Comes Around (WGACA), remove this uncertainty
by authenticating all the luxury goods sold on their
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sites.* Some luxury fashion brands, such as Gucci
and Burberry, have embraced the secondhand lux-
ury market by partnering with online resale plat-
forms.”> Others are not so welcoming. For example,
Chanel has expressed disapproval towards the fash-
ion resale market by filing trademark infringement
lawsuits against two of the most prominent fashion
resale platforms, TRR and WGACA.°

BACKGROUND

Under§ 1114 of the Lanham Act, those who
use “any reproduction, counterfeit, copy, or color-
able imitation of a registered mark” in the stream
of commerce without the consent of the registrant
may be subject to civil liability.” The public pol-
icy reasoning behind this is to prevent consumer
confusion so that consumers can reasonably trust
a trademarked product to be from the registrant
brand.® Courts generally apply an eight factor
test known as the “Polaroid factors” to determine
whether a counterfeit trademark presents likeli-
hood of confusion for trademark infringement.’
These factors include:

(1) Strength of mark;
(2) Proximity of goods;

(3) Similarity of marks;
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(4) Any evidence of actual confusion;
(5) Marketing channels used,;

(6) Type of goods and degree of care likely to be
exercised by purchaser;

(7) Defendants’ intent in selecting mark; and
(8) Likelihood of expansion of product lines."

However, trademark infringement generally does
not apply to the sale of genuine goods bearing a
true mark even if the sale is not authorized by the
mark owner.'! Under the first sale doctrine, once a
genuine trademarked product is sold, the registrant
loses the right to control the distribution or resale
of that item.'> However, to use this as a defense, the
defendant must prove that the registrant authorized
the first sale of the trademarked product, as a trade-
marked product is only genuine if the initial sale
was authorized by the registrant.”” In addition, the
defendant cannot use owner’s trademark or brand
in a manner that is likely to cause consumers to
be confused as to the brand owners connection or
association with the reseller.

In March 2018, Chanel filed a wide-ranging law-
suit against WGACA, alleging, among other things,
that WGACA infringed on Chanel’s trademarks by
selling non-genuine Chanel-branded products as
authentic, and selling Chanel-branded products that
Chanel never intended to put into the stream of
commerce in the first place.'"* In November 2018,
Chanel filed a similar lawsuit against TRR, accusing
TRR of infringing on Chanel’s trademark by sell-
ing counterfeit products presented as authentic.'

CHANEL’S LAWSUITS AND RELATED
CASES

Tiftany (NJ) Inc. v. eBay Inc., involved a similar
situation to these Chanel suits, where the luxury
brand Tiffany accused eBay of trademark infringe-
ment.'® The court held that eBay did not infringe
on Tiffany’s trademarks in allowing users to sell
counterfeit Tiffany-branded goods on the platform
because eBay did not have knowledge of the spe-
cific listings of counterfeit goods.!” Although eBay
knew that counterfeit Tiffany goods were being sold
on the platform, Tiftany failed to prove that eBay
had knowledge of the specific listings of counterfeit

goods."® However, unlike eBay and most resale plat-
forms, where outside vendors sell goods to directly
consumers with limited oversite, WGACA and
TRR sell and authenticate all the luxury goods sold
on their respective platforms.” In such situations
Tiffany (N]) Inc. may not directly apply, though the
law continues to evolve and context is everything.

In Chanel, Inc. v. WGACA, LLC, the court held
that WGACA infringed on Chanels trademarks
when it sold over 700 Chanel-branded point-of-
sale items.”” Although these point-of-sale items
were authorized for manufacture and met Chanel’s
quality control standards, they were made by
Chanel for display purposes in Chanel boutiques
only and were never intended for sale.”! The court
held that because Chanel did not authorize the first
sale of these products, the products are not genuine
and the first sale doctrine does not apply, so there-
tore, WGACA is liable for trademark infringement
regarding these point-of-sale items.?

The court denied summary judgment in deter-
mining whether WGACA infringed on Chanel’s
trademarks by selling over 50 Chanel-made bags
with voided serial numbers because there is a genu-
ine issue of fact as to whether Chanel initiated the
first point of sale or whether the bags in question
ever passed through Chanel’s quality control proce-
dures.?® However, the court also held that WGACA
1s liable for trademark infringement when it sold 11
Chanel-branded bags allegedly stolen from Chanel’s
Renato Corti factory because these goods did
not go through Chanel’s quality control processes
and Chanel did not initiate or authorize the sale
of these goods.** Chanel also argued that these 11
bags were counterfeits not made by Chanel, but the
court denied summary judgment on this ground
because a reasonable jury could find either way as to
whether the bags were manufactured by Chanel.”

Chanel accused WGACA of selling two addi-
tional counterfeit bags with Chanel branding and
pirated serial numbers.? The court ruled for Chanel
regarding one bag that was an obvious counter-
feit because the bag’s serial number was associated
with a materially different bag but denied summary
judgment regarding the second bag because there
was a genuine dispute as to the manufacturing of
the bag in question.”’

In Chanel, Inc. v. RealReal, Inc., Chanel accused
TRR of marketing and selling at least seven coun-
terfeit Chanel bags, and the court held that Chanel
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adequately alleged this claim, though the court has
not yet made any further decisions on the matter.?®

Although the litigation between Chanel and
the fashion resellers is ongoing, the results from
the litigation so far highlight potential risks for
those authenticating and reselling luxury goods. In
Chanel’s cases against TRR and WGACA, Chanel
only identified seven allegedly counterfeit products
sold on TRR and 13 allegedly counterfeit products
sold on WGACA.? Given that TRR and WGACA
have thousands of Chanel branded products for sale
at any given time, these numbers are relatively low
such that the issue may not be pervasive, but could
put consumers at risk if not careful as the reseller’s
process is not perfect.

Based on Chanel’s lawsuit against WGACA, non-
genuine goods, rather than counterfeits, are perhaps
the more pressing source of risk for luxury resellers
who authenticate products. Most Chanel’s trademark
infringement allegations against WGACA come
from WGACA’s sales of Chanel-made products that
were manufactured by Chanel and met Chanel’s
quality control standards but were never authorized
for sale by Chanel in the first place.”” Chanel’s other
allegations against WGACA involve products that
did not go through Chanel’s quality control proce-
dures and were not authorized for sale by Chanel.
This suggests that for luxury resellers, determining
the validity of the first sale of the product is just as
important ensuring the product is not a counterfeit.

Eyes will be on the ongoing litigation
between Chanel and WGACA and
TRR, as these decisions may shape the
modern luxury reseller industry.

Further, platforms that choose to authenticate
secondhand luxury goods to consumers regardless
may consider checking the origins and first sale of
those secondhand luxury goods to ensure the goods
were authorized for sale in the first place. Eyes will
be on the ongoing litigation between Chanel and
WGACA and TRR, as these decisions may shape
the modern luxury reseller industry.
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