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Rich grow richer. Do the merchants?

The outlook for luxury consumers in 2018 is bright: the rich are getting richer. The challenge
for luxury marketers is how to get them to spend more.

Worldwide, the pace of luxury growth will vary. China will continue to shine. Europe and
North America are likely to hold up. Indians will shop more overseas. Africa will emerge from
the shadows. Ecommerce will bag a larger share of retail sales. And bricks-and-mortar stores
will have to amp up their experience quotient to woo younger affluent consumers.

Experience qualifies as buzzword of the year for 2017, but few know what it translates to:
luxury brands already deliver in-store service above and beyond mainstream retail. But that is
what Gens Y and Z want, so luxury marketers are in the long grass to find the experience
elixir.

Barring war and natural disasters, luxury spending is expected to grow, but at a measured
clip. As long as stock markets worldwide continue to soar, wealth creation will increase apace.

The trick is to convince those born to wealth, those making it and those aspiring to it to
continue acquiring quality product and experiences without feeling sold to or overwhelmed.
Wooing will have to transcend mere digital or print advertising. Relationship building and
personalization will be key.

In this special edition, Luxury Daily invited 25 experts to offer their take on what luxury
marketers can expect in 2018, complemented by our editorial team’s assessment of how key
sectors are expected to perform. Their insights and analysis are not a luxury to ignore.

Mickey Alam Khan, editor in chief, Luxury Daily
Sector-by-sector: Luxury Daily editorial take
Apparel and accessories

Luxury apparel brands are focusing on delivering newness, excitement and experiences to
customers, whether through events, marketing or retail.

Meeting consumer desire to be environmentally friendly and unique, product creation will
continue to focus on sustainability and customization.
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Following much debate about the role of runway shows, a number of luxury labels have
opted out of the traditional presentation or reduced the frequency of these spectacles. From
co-ed shows to see-now, buy-now, brands will keep experimenting with their fashion show
formats.

After eschewing ecommerce for years, much of luxury fashion has entered online selling
either through a direct-operated platform or partnerships. The coming year is likely to see
more of the holdouts embracing digital retail. - Sarah Jones

Arts and entertainment

There has been an innovations uptick in the way the consumers peruse and buy art. Thanks to
advancements in technology, consumers can now experience art auctions in virtual reality.

In the next year, these innovations are likely to continue as auctioneers and galleries continue
to come up with new ways to leverage advancing tech.

Sotheby’s and Christie’s have found a market online and on mobile for auctions of smaller
value, while global gallery brands such as Gagosian are driving a strong Internet presence.

Platforms such as Artsy will also play a major role, allowing for major art purchases to happen
outside of the traditional auction houses. - Danny Parisi

Automotive

Automakers will continue to make headway with autonomous driving, as the technology
continues to barrel ahead at top speeds.

Electric-powered vehicles, driven by Tesla Motors’ zeal, will also see increased growth in 2018,
with rivals continuing to outdo one another in ways to save the environment.

However, cars with gas-fueled combustion engines will not likely disappear in the coming
years, but innovation in-dashboard technology will be a necessity. - Brielle Jaekel

Beauty and fragrance

The technology available today has finally brought to the beauty and fragrance sector what
had previously been missing from its marketing experiences - personalized trials that recreate
cosmetic-counter consultation.

Augmented reality and virtual try-on software will continue to bring beauty brand marketing

to life through interactive, guided selling tactics that personalize consumer experience
through mobile applications such as Perfect Corp.’s YouCam.
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Going forward, niche and indie beauty brands will continue to give established personal care
marketers a run for their money in the color cosmetics, skincare and fragrance segments of
the market.

As demonstrated by the LVMH-owned Kendo’s Fenty Beauty by Rihanna launch, cosmetics
brands that do not truly speak to a global clientele through complexion merchandising are
likely to see consumers become disinterested and take their spending power elsewhere,
opting for brands that pride themselves on true diversity. - Jen King

Consumer electronics

The consumer electronics sector was marked by two major developments in 2017: the
collapse of British high-end smartphone manufacturer Vertu and the introduction of Apple’s
luxury device, the iPhone X.

Apple will likely dominate any conversation about luxury electronics in 2018. But the tech
giant’s willingness to sell a $1,000 phone may tempt its competitors, most notably Samsung
and Google, to challenge Apple with their own luxury smartphones.

The Apple Watch and similar devices will also continue to push their way into the analog
timepiece sector through connected watches. - Danny Parisi

Food and beverage

Luxury brands across sectors are increasingly partnering with dining and spirits brands for
collaborations that combine the culinary and the experiential. This includes activations such
as London hotel Claridge’s doing a store takeover with a New York bar and DFS opening a
whisky lounge.

In 2018, as experiences continue to be the preference of younger consumers over products,
brands will bring food and beverage into the equation to turn standard interactions with
customers into milestone memories. - Danny Parisi

Home furnishings

As luxury consumers turn comfortable making major purchases online, home furnishings
brands are helping them make more confidant decisions via ecommerce enhancements.

Buying furniture or an appliance has traditionally included offline exploration as part of the
customer journey, but brands are increasingly helping shoppers visualize products in their
homes via augmented reality, 360-degree photos and layout tools.

With consumers seeking technology, appliance makers are meeting their demand with smart

ovens and televisions, in addition to smart-home technology driven by mobile applications,
artificial intelligence and voice-activated personal assistant devices.
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As consumers look to invest in their homes, furniture is becoming a more central part of
fashion brands’ efforts.

More labels are launching décor lines for the first time, while others are integrating their
operations or opening dedicated boutiques for furniture and home goods. - Sarah Jones

Jewelry and watches

After years of hesitation or downright refusal, jewelry and watch brands embraced digital
selling tactics throughout 2017, a trend that is likely to continue in 2018 and beyond.

A number of high-profile timepiece manufacturers, for instance, partnered with third-party
sellers such as Net-A-Porter and Hodinkee, making it possible for horology enthusiasts to buy
via ecommerce, many for the first time in the brand’s history.

Jewelry and watch brands’ exploration was not limited to ecommerce, with the sector coming
around to the potential of innovative deployments such as augmented reality try-ons and
artificial intelligence chatbots.

Despite the slow entry, especially from watch brands that are currently seeing a slight
rebound in export value, the sector is now more fluid and willing to embrace its consumers
where they increasingly prefer to shop. - Jen King

Media and publishing

While print media remains a go-to model to communicate with a high-net-worth audience,
the industry has been forced to evolve and adapt to technologies leveraged by brands and
retailers to remain relevant in a constantly changing landscape.

Well-produced and curated video, for example, has emerged as a successful content method
to embrace a title’s core audience, while also being a supporting vehicle for advertising
partners via sponsored promotions.

Despite video’s success, traditional media brands are likely still far away from truly interactive
reads, enabled by augmented reality, for instance, which has caused some to restructure their
focus and circulation behavior.

In the year ahead, media consumption will continue to evolve and is likely to present
publishers with an opportunity to explore innovative ways to share the news via Snapchat
and Instagram Stories or technologies yet to take off.

From an advertising standpoint, the biggest challenge for media properties will continue to

be the two new media giants of the 21st century: Facebook and Google, both of whom are
siphoning off digital ad dollars at an unprecedented rate.
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Add to that the hostility from Apple - the Safari browser that dominates iPhone usage is
hostile to ads and their tracking, encouraging Google to embrace a similar ad-blocking role
on its Chrome browser that leads desktop and Android phone browsing - and the stage is set
for an existential crisis for both luxury and non-luxury media with digital editions. Who knows
- this may be the beginning of the comeback for brand advertising in print. - Jen King

Real estate

The real estate sector in 2018 will continue to see hotel brands embracing residences as
affluent buyers look for convince and centricity.

The economy will influence 2018’s outlook dramatically based on what happens with the
newly passed revised U.S. tax regime that greatly benefits the wealthy.

The United States will continue to be a safe harbor for ultra-high-net-worth property
investments, supported by pockets of boom in other key markets across Asia-Pacific, Europe,
Middle East and Africa. - Brielle Jaekel

Retail

Luxury retail is being pushed to adapt to consumers’ increasingly digital purchase paths.

With ecommerce enabling shoppers to skip the store and easily comparison shop, experience
and exclusivity will drive differentiation and loyalty in retail.

Wanting to gain a more thorough view of their customers, retailers are also planning
increased investments in omnichannel innovation and personalization.

While off-price represents a significant portion of sales, in 2017 retailers focused on driving
full-price transactions rather than discounted purchases, leading to improved results.

Brands will continue to take advantage of the booming travel retail market, opening in
airports or duty-free stores to reach tourists who are ready to spend. - Sarah Jones

Travel and hospitality

The sector in 2018 will see increased disruption in the bookings process, with artificial
intelligence being used to sort through data to target consumers on a deep and personal
level while also leveraging voice search.

Affluent travelers will continue to look for unique destinations as they strive for one-off

experiences on a more cultural level. Brands will need to incorporate local culture and one-of-
a-kind experiences to stay ahead.
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Established luxury hospitality chains will come under more pressure from Airbnb as
millennials and younger affluent consumers gain comfort with the renting economy. - Brielle
Jaekel

Caroline Pill is vice president of executive recruiter Kirk Palmer Associates

“The digitalization of the luxury industry requires strong experts in that field”

| always say talent is talent, no matter what industry, level or geography. That said, in view of
the continuing uncertainty around the global politico-economic climate, it is crucial for
companies to nurture their existing talent and complement them with the right additions.
Luxury brands know that there isn’t just one type of consumer anymore and that their
clientele is highly educated, well-traveled and probably not as loyal as they used to be, hence

the experience/story surrounding the brand becomes an essential part of the equation.

Talent needs to have a global mindset with the ability to distinguish amongst different types
of consumers and their desiderata.

Furthermore, the digitalization of the luxury industry requires strong experts in that field.

Retail can no longer be seen in a silo, but needs to be included in the broader consumer
journey.

Executives need to be more agile, creative and adaptable to the changing perception of the
role of the physical store as well as the blurring of the geographical limits.

Whilst craftsmanship and creativity remain at the forefront of a luxury brand DNA, financials
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