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INTRODUCTION

SCOPE OF TERM

WHEN IT COMES TO LUXURY MARKETING,
SCARCITY IS CRUCIAL, AND IT'S WHAT
MAKES IT SO APPEALING IN THE FIRST

PLACE.

The Luxury Business has been expanding
throughout the years as a very detail-
oriented, complicated sector. It is an
exclamation of choice - what you want, how
you want it, and when you want it and is a
profound articulation of the wonderful art of
living. A willing consumer now has a choice
of goods and services to select from, thanks
to the rise of luxury companies that cover
every aspect of a flamboyant lifestyle. As a
result, luxury is both a vital and exclusive
section of the market that sells dreams.

The ability to be exclusive is the most
important aspect of a luxury brand. Of
course, luxury brands will be of great quality,
but premium brands that provide excellent
quality and want to sell to everyone who can
afford it can also achieve this level of
importance in the market. On the other
hand, luxury companies do not strive to
serve the public, and they do not want their
products to be widely available, even at
premium costs.
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NORIMAL  Todey luxur goods are those products which

are not necessary, but tend to make life more

GOODS ‘] S pleasant for the consumer. They're typically

offered at a price that exceeds their functional

LUXURY value, wrapped in a holistic hedonistic

experience, and are more often than not, tied

GOODS to a heritage, unique know-how, and culture.
=" Hl| B lives
12 I - [

We understand that the cost of normal goods is proportional to a person's
income. Purchases of normal goods increase when income rises, although
by a smaller amount whereas, a rise in income causes a larger percentage
increase in demand for a luxury good. For example, when income rises,
demand for large, high-definition (HD) televisions is likely to climb since
consumers have more money to spend on a huge TV.

However, if there is a recession, which is defined as a period of
negative economic growth in which there’'s a reduction in the
disposable income of consumers thus diminishing their purchasing
power, the demand for HD TVs is likely to fall. As a result, high-
definition televisions will be considered a luxury item.

People tend to spend a bigger proportion of their income on luxury
products as their income rises, whereas they spend the same or less
on regular goods despite this increase. People with lower earnings
typically spend a larger percentage of their income on ordinary and
substandard things than those with higher incomes.

A special good, on the other hand, can be a typical good for one person but
an inferior or luxury item for another. While demand for sports vehicles rises
by 25% when overall income rises by 20%, sports cars are considered luxury
goods because the rise in income causes a larger percentage increase in
demand.
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SOCIO - ECONOMIC
SIGNIFICANCE

Luxury goods have been discovered adjusted.

to meet specific needs and give the Two, luxury goods can help
owner both social and consumers achieve social
psychological benefits. Men and approbation and prestige by serving
women buy and use luxury goods in as social adjusters. Aside from
different ways. One, luxury goods psychological and social

can provide a value-expressive

function, allowing buyers to express

motivations for purchasing luxury

goods, certain traits and qualities of

themselves and communicate their the items themselves, such as
views, attitudes, and values. Two, "quality, comfort, resistance,
luxury goods can help consumers prestige, and \visibility of the

achieve social approbation and

prestige by serving as social

product," have a substantial impact
on overall happiness.

Though there are several factors that are commonly linked to customer
satisfaction, clients' particular tastes for luxury goods vary from person to
person. One of the most intriguing aspects of luxury tastes is the concept
of "brand prominence." The prominence of a brand's mark or logo on a
product is described as "the conspicuousness of a brand's mark or logo on
a product." It has been discovered that products with more prominent
branding (e.g., large conspicuous logos) are regarded "loud" and desired
by those who want to associate with the upper class while avoiding the
lower class.

‘Quiet” products, on the other hand, are less conspicuously labelled and
appeal to upper-class people looking to interact. Thus, it can be said that

in order to satisfy self-expressive motives, people with a higher
socioeconomic standing will select quiet luxury things and in order to
satisfy socially acceptable goals, people of lesser socioeconomic standing
will prefer louder luxury products.
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Luxury brands must devise strategies to
successfully bridge the abyss between the
market's current consumer demographic and the
next - the Millennials.

Today, luxury brands face a generational shift in their target market,
as Baby Boomers (born 1946-1964) give way to Millennials (born 1980-
2000). Both generations are roughly the same size, give or take 75-80
million people, but they do not have the same spending power.
Affluent Boomers have already made their money, amassed their
wealth, and acquired the luxury lifestyles that they desire. Their
desire for luxury has shifted primarily to experiences, and they are no
longer interested in luxury goods.

Millennials are still on the path to affluence, as the cohort's leading
edge is only 36 years old and has not yet hit their stride in terms of
income or wealth. With people reaching their highest income levels
between the ages of 35 and 54, the affluence window, it will take
until the middle of this decade, around 2026-2029, for Millennials to
reach critical mass in the affluence window. They will not have
enough spending power until then to potentially drive the next
luxury boom.

So, until the middle of this decade, Generation X, which is roughly
half the size of Boomers and Millennials, will be in the age range that
marks people's lifetime income peak and thus their highest potential
as customers of luxury brands.
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Opportunity lies just over the horizon: Rapidly
growing numbers in the 25-to-34 age range - But
they are not as affluent

Population projections for luxury brands show powerful
opportunities emerging for luxury marketers who can tap the
potential of the 25-to-34-year-old cohort, the Millennial cohort, and
in the near future, Generation Z. While these consumers have less
income and thus less money to spend on luxury, they are younger
and have a strong desire to accumulate more material possessions.
Furthermore, until Millennials' incomes begin to rise, the generation's
most highly educated consumers, who have the best prospects for
achieving high levels of income as they mature, will begin their
ascent up the income ladder as HENRYs, the mass affluent HENRY
with incomes ranging from $100k to $249.9k.

Focusing on young HENRYs, aged 24-44, with incomes of
$100k-$249.9k, where the most potential customers are and with the
greatest appetite to accumulate the material trappings of a luxury
lifestyle, will be the best way for luxury marketers to succeed during
this luxury drought, which will last until the mid-2020s. Luxury
brands must have their fingers on the pulse of the young HENRYs on
the path to prosperity in order to achieve this.
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Luxury does not mean the same thing to the next generation as it
did to their parents' or grandparents' generation of Boomers, thus
brands must adapt to the Millennials' own perspective on luxury. The
key challenge for luxury brands and the young HENRYs is not about
how they connect - internet marketing tactics - but how to create
new and compelling reasons why their brands are meaningful and
important to this digitally-empowered generation.

Age Breakdown of Luxury Buyer

% who say they mainly purchase luxury items/services

Regular For gifts Occasional Rarely Never
Treaters Treaters

V i, Y 25 I 2o IO 1o I v

25-34

35-44

45-54 26% 27%
o M
Question: Do you ever purchase high-end or luxury products / services? Source: GlobalWeblndex March

2019 Base: 928 (U.5.) & 1,049 (UK) luxury buyers and 353 (U.5.) & 426 (UK) non-luxury buyers aged 16-64



INDIAN CONSUMER SCENARIO

The Indian consumers have been divided into five different
classifications. While the elite class is just 4 percent of the
overall population, the absolute numbers are far too attractive
for any luxury brand to ignore. These numbers are expected to
grow from 10 million to 26 million households by 2025-26.

In addition, by 2025, the overall average household income is
also expected to grow by 1.7 times. This, in itself, is an
attractive proposition for any global brand.

- People want things that they don't have, and were willing to
pay more for it
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Luxury Spending By Category

PAGE 14

% who say they typically discover new luxury brands or products via the following

TOP OVER-INDEXES AMONG...

Regular Treaters

Cars / automotive 26%
Household / furniture items 36%
Travel (e.g. first-class flight tickets, etc.) 36%
For gifts and special occasions

Experiences (e.g. glamping, exclusive event access, etc.) 25%
Travel (e.g. first-class flight tickets, etc.) 30%
Household / furniture items 25%
Occasional Treaters

Food ingredients (e.g. truffles, caviar, etc) 34%
Electronics (e.g. premium headphones, smartphones, etc.) 53%
Handbags 26%
Note: all indexes are against the average luxury spender

Question: In which of the following categories have you purchased a luxury item / service in the past 12

months? Source: GlobalWeblndex March 2019 Base: 1,119 (U.5.) & 1,195 (UK) luxury buyers aged 16-44
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DRIVERS OF LUXURY
CONSUMPTION

(O] BIOLOGICAL FACTORS




GENERAL PSYCHOLOGY
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HUNGER MARKETING -
THE MARKETING
TACTIC OF LUXURY

GIANTS

According to research, product scarcity attracts consumer
attention, raises the perceived worth of the product, and
fosters creative product utilisation.
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CASE STUDY - GUCCI

Shockvertising Strategy of Gucci

Shockvertising is a style of advertising that intentionally shocks and
offends its target audience by defying social standards and personal
aspirations. This strategy worked beautifully for Gucci since it was used at
the right moment. The increase of celebrity preoccupation in pop
culture, along with a pop moment that can only be described as "the
return of sexy" in fashion, explains why it worked so effectively. Today's
social media, especially in the saturated fashion business, relies on shock
value to generate participation.

Gucci’s Influencer Marketing Strategy

Gucci has made sure to be seen on a bevy of style icons including Harry
Styles, Kate Moss, and Rihanna - all millennial favourites. Celebrities have
always been the ultimate validation for luxury brands. Gucci enlisted a
slew of celebrities, including Harry Styles, Serena Williams, and Dakota
Johnson, to host a 'talk show' called The Beloved Show with James
Corden for their 2021 campaign.
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Trend-Driven Strategy

Currently, Gucci's merchandise can be classified as 60% classic styles and
40% trendy styles. Here's why it's fascinating. If there's one thing luxury
experts would advise against, it is basing a sizable line of products off
trends. After all, fast fashion retailers such as H&M and Zara, which are on
the opposite side of the market, use this tactic. Furthermore, there is a
risk of losing one's status as a luxury brand completely, as well as brand
dilution. Gucci also ran the risk of losing its older clients. And it paid off
handsomely.

Classic vs. Fashion Oriented Retviews 2020, loafers women

Loawea 4 36%

Saint Laurent

Prada

Dior : 44%

[==] classics fashion oriented
Meme Marketing @ oo e
Gucci's millennial success can be When he gets mad at you for being 3
) hours late but you're too fire to deal
attributed to the fact that the brand with that Kind of attituds

does not take itself too seriously.
Everything from apparel that appeals
to people of all genders to marketing
that is truly enjoyable, the strategy
has been a hit.

View more on Instagram

oQun A


https://thestrategystory.com/2021/01/07/lvmhs-brand-strategies-business-model/
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CASE STUDY - CHANEL

Scarcity Marketing Strategy

Chanel introduces a new fragrance every 10 years, not every three
minutes like many competitors, thus avoiding confusion for its
consumers. With Chanel, people know what to expect. The customers
keep coming back, at all ages, as they enter and leave the market.
Scarcity marketing safeguards a brand's visibility by instilling in the
customer the fear of losing their options. Since then, the brand has
incorporated this strategy into all aspects of its business, including
products and advertising.

Value-Based Marketing Strategy - Narrate Your Story

Chanel's content is always about the tales, not about hard-selling its
items. Chanel probably has the most engaging content among its
competitors, Dior, Hermes, and Louis Vuitton, with inventive video clips
starring Pharrell Williams and Keira Knightley.

CHANEL ||

PARIS
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theory,
goods or luxury goods are a type
goods
theory since they account for a
bigger share of consumption as
income grows. A good like this

In  consumer superior

of normal in consumer

must have two economic
characteristics: it must be scarce,
and it must also be expensive.
The good's scarcity can be
natural or contrived, but the
general public (i.e., customers)
must acknowledge the good as
distinctively superior. Possession
is frequently

"superiority" in

of such a good
associated with

terms of resources, as well as
prestige.
Luxury items witness a high-

income elasticity of demand,
which implies that as people get
wealthy, they buy
proportionately more of them.
This also indicates that if income
falls, demand will fall more than

will

ELASTICITY
DEMAND AND SUPPLY

The income

demand s

proportionately.
elasticity
constant with regard to income,
and

of not
it might change signs at
various income levels. That is to
say, at different income levels, a
luxury good may become a
necessity or even a substandard
good.

However, some luxury items have
been alleged to be Veblen goods,
ie a superior-good with such a
high prestige value that a price
decrease could reduce demand,
having a positive price elasticity

of demand: for example,
increasing the price of perfume
might improve its perceived

worth as a luxury commodity to
the point that sales grow rather
than decrease.

It's worth noting, though, that
Veblen products aren't the same
as luxury items in general.



I A world of indulgence

Global luxury-goods market, 2014%, $bn
Total: $1.1trn

Yachts Cruises 1.2
8.7 ' Fumiture 22.4

Food T Private jets 23.7
jraia B Wines and spirits 72.3
Tgﬂs_ Personal luxury

’ goods

I Other

Perfume &
cosmetics

Jewellery &
walches

Clothing

Accessories

Sources: Bain/Altagamma; Bloomberg

Where personal luxury goods are bought, $bn

2014*
Britain Russia
16.6 Genmang 5.7 Japan
12.8 Q 2,25
France China
19.1 @) 18.7 i
United Italy — Middle out
S?a:t:s 20.1 East Hong ﬁl'ia
81.0 8.4 Kong .
9.9
July 2005=100

S&P Global Luxury Index
TS * - 200

- 150
100
- 50
i 1 ] 1 | 1 | 1 | 1 i 0
2005 06 07 08 09 10 11 12 13 14*
*Forecast
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GLOBAL MARKET
LEADER IN RECENT
FUTURE

According to Bain & Company's annual research on the luxury sector,
Chinese consumers are spending more on luxury products at home,
even if they can't readily travel overseas owing to pandemic-related
restrictions.

According to Bain projections issued Thursday, personal luxury goods
sales in mainland China increased by 36% to 471 billion yuan ($73.59
billion) in 2021 from the previous year. This is more than double the
234 billion yuan spent on luxury items on the mainland prior to the
2019 outbreak.




ECONOMIC MECHANISM PAGE 26

Despite a decline in overall Chinese retail sales since the pandemic
began in 2020, sales of luxury goods have increased. The data also
demonstrate how China's domestic market is becoming a more
appealing destination for international brands.

According to Bain, China's share of the global luxury market
increased to almost 21% in 2021, up from around 20% in 2020.

“We anticipate this growth to continue, putting the country on track
to become the world’'s largest luxury goods market by 2025 —
regardless of future international travel patterns,” the report said.

“‘China remains the best consumer story in the world,” the Bain
analysts said, pointing to the country’'s growing middle class. “The
average increase of disposable income remains higher than
inflation.”

The Rise and Fall of the Personal Luxury Goods Market

The personal luxury goods market has grown nearly every year since the late 90's, But the industry has since plateaued as
and was worth over 5308 billion as of 2019... aresult of COVID-19, with consumers the

world over holding out on luxury purchases.
Global personal luxury goods market (vsu)

% (IF INTERNET USERS WHO HAVE DELAYED PURCHASING LUXURY
CAGR = :‘::’:"”: = — @

1996-2019E - -

INDIA € ——— @ 37%

CHINA ) ——— J1%

GLOBAL i
AVERAGE d —& 25%

China accounted for 0% of
the market's growth in 2019,
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CHINA HAS EMERGED AS A MAJOR GLOBAL CONSUMER OF LUXURY GOODS
2020

CHINA'S LLEXURY COMSUMER BASE IS EXPECTED TO
EXPAND FROM 80 MILLION TO 180 I'III.-I.H“I PEﬂFI.E

2015

CHIMA IS5 EXPECTED TO OVERTAKE JAPAMN AS THE
WORLD'S LARGEST COMNSUMER OF LUXURY GOODS,

b | W L f:l
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i r::'i.:"':-ﬂ._._ﬂ____. Lu |*:n. :c:.___ h" T3y & 2”] u
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e
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The third decade of the new millennium began in 2020 and it's hard
to believe, but the personal luxury goods industry has more than
quadrupled since then, rising from €128 billion to €281 billion, with a
4.1 percent compound annual growth rate.

The personal luxury goods market, which includes apparel, fashion
accessories, beauty, jewellery, and watches has gone through five
stages of development in the last two decades: democratisation
(2001-2007), crisis (2008-2009), Chinese Shopping Frenzy (2010-
2013), Reboot (2015-2016), and now the New Normal (2017 onward).

The present New Normal period, which is defined by moderate
growth in the 3-5 percent range, is likely to last beyond 2020, with
Asian markets driving the majority of the industry's growth.

However, the luxury sector confronts a number of unforeseeable
problems that could deviate from the expected New Normal in 2020.

These challenges are likely to affect individual markets differently
depending on their level of exposure to the luxury market, but the
end result could be massive disruption on a global scale.

SLOW GROWTH, RISING TURMOIL
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CONSUMERS TRADING DOWN, NOT
UP

Many high-end companies are suffering from competition from
lower-cost premium competitors that may provide equivalent quality
without the high price tag. "The rise of low-cost retail has harmed
the high-end." "Even consumers with the financial means to afford
better have traded down," a source said.

Younger customers are driving this trend, which is described as
"scaling back to eliminate waste and minimise what they consume."

Even as their wages and ability to afford luxury improve, younger
consumers are embracing the ideas of conscientious purchasing. The
luxury resale market is frequently described as a business strategy
that is ideally aligned with their ideals, but even those who can
afford to pay full price for new goods are drawn to the second-hand
model.
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"Even among the wealthy, the resale market has become quite cool."
"They want to be a part of it," a source stated.

A responsible consumption model has replaced the old ostentatious
consumerism approach that previous generations supported.

"Brands that don't have anything truly unique will fail," said one
insider.

DIGITAL MARKETING MAY DRIVE
SALES, BUT IT THREATENS LUXURY
BRAND INTEGRITY




CHALLENGES

DELIVERING AN EXPERIENCE IN
THE OMNICHANNEL WORLD OF
LUXURY

"For luxury products to flourish on the internet, two requirements
must be met: proper, customised identification and multisensory
experience," J.N. Kapferer and V. Bastien said in their famous book
The Luxury Strategy. Today's digital environment is sensually
reductive: it is insufficiently experienced."

The authors believed that the internet was for exhibiting, not selling,
luxury at the time of publishing in 2009. However, that ship has
sailed, as the vast majority of luxury goods companies now sell
online, and nearly two-thirds of experiential luxury enterprises also
sell some things there.

Luxury brands face a hurdle in successfully navigating the virtual,
non-tactile, and depersonalised internet world and the experiential
physical world, as this insider put it: "How to create a luxury
experience online?" Do luxury shoppers really want to buy a high-end
item online without first seeing it in person?

How can we maintain our sense of exclusivity and uniqueness while
online?"

Apart from these challenges, there have
been other difficulties that the luxury
industry is facing, they include:
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IMPACT OF COVID

The Covid-19 crisis in 2020 had a significant
influence on the luxury goods business. The core
personal luxury goods market shrank for the first
time since 2009, falling by 23% to 217 billion euros
at current currency rates. This is the biggest
reduction we've seen.

The total luxury market, which includes both
luxury goods and experiences, has fallen at a
comparable rate and is currently estimated
to be worth around EURT trillion.

It's been a year of significant global change
in the way we live, shop, and value things.
Tourists have stayed at home, altering the
way, when, and why they buy luxury goods.
Luxury goods purchasing on the internet has
exploded, with a market share of 23% in
2020, up from 12% in 2019.

The turbulence of Covid-19 has sparked
restructuring in the luxury industry, which is
expected to be back on track by 2022-2023.
Luxury firms are expected to demonstrate a
genuine and long-term commitment to
diversity, inclusiveness, and sustainability, as
consumer demand for purposeful action
and social effect grows.
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IMPACT OF GEOPOLITICS

(O] THEFACT OF THE MATTER

02 NAVIGATING THE INFLAMMATION IN CHINA




CHALLENGES

03 EUROPEAN FASHION AND LUXURY ELEVATED
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(04 coMING BACK TO INDIA
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DARK SIDE

PREVALENCE OF
COUNTERFEITING IN THE
LUXURY INDUSTRY AND
EXPLOITATION OF WORKERS;
WORKERS ARE REFERRED TO AS
“MODERN DAY SLAVES”

Counterfeit products are inexpensive, and identical to luxury goods
but they lack the exclusivity of the genuine article. Many shoppers
are unaware that purchasing counterfeit items supports unlawful
labour, particularly among youngsters, who operate in an industry
that does not pay fair salaries and promotes poor working
conditions. Migrants who enter a country illegally are frequently
kidnapped and forced to labour in sweatshops or sell counterfeit
goods. Many migrants are kidnapped and forced to labour in
sweatshops or sell counterfeit products after being smuggled into a
country.

Today, counterfeit items have offered everybody, regardless of social
class, the opportunity to be a part of a consumer niche that many
people want. Consumers buy counterfeit products for two reasons:
low prices and the perceived value of the brand. Because the cost of
counterfeit goods is a fraction of the cost of an authentic product,
many counterfeit products are purchased. As it is a simple technique
of gaining status, the product is then assigned a higher value.
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With clever marketing strategies and excessive profit margins, luxury
firms are exploiting consumers' desires. The industry is unsustainable
and unethical. It uses non renewable resources and violates garment
workers' human rights. It encourages customers to buy in excess and
wastefully. The majority of fashion is produced by people in poor

nations who work in near-slave like conditions. However, as many
people may be startled to hear, the fashion industry has a dark side
that affects not only the sector's poorer members, but even those
who are admired for their positions within it.

STEALING WORK OF BRANDS
AND LOCAL ARTISANS; IDEA
THEFT IS FAIRLY COMMON
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CULTURAL APPROPRIATION
AND RACIAL CONNOTATIONS

Luxury Fashion has a long history of cultural appropriation. It's been

a hot topic in the industry for a while, and now, with the rise of the
watchdog culture it has helped to hold brands accountable for a
variety of things, from imitating and plagiarising to cultural
insensitivity. Regardless of whether you agree or not, they've helped
to hold brands accountable for a variety of things.

Designers take to the runway every season to show off their current
collection, and they are not afraid to make references to diverse
religions, faiths, and cultures. The recognition and goal behind
utilising said culture, especially when it's only to make a fashion
statement, and even worse, without even respecting the OG
craftspeople, is the delicate line dividing cultural appreciation and
appropriation.




DARK SIDE
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