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By SARAH JONES

Consumer confidence in Mainland China is showing signs of growth, while Hong Kong consumers are expected to
be more conservative in their luxury spending, according to a new report by Ruder Finn and the Consumer Search
Group.

Forty-two percent of Mainland consumers expect to raise their luxury spending in 2016, but just 25 percent of Hong
Kong residents say the same, whereas 30 percent said they would be spending more in 2015. However, while Hong
Kong consumers may be curbing their spending, they are still interested in exploring new luxury brands and
services, and the luxury industry should not discount the city.

"While demand for luxury remains strong in Mainland China, Hong Kong luxury consumers are showing lesser
intent in luxury purchase," said Simon Tye, executive director of CSG Hong Kong.

"Hong Kong customers are still interested in discovering new luxury brands and experiences," he said. "They are
very discerning customers who know and appreciate good quality products."

The 2016 China Luxury Forecast is based on a survey of 1,040 consumers from Mainland China and 301 from Hong
Kong. Average annual household income on the mainland was 833,509 renminbi, or $128,850 at current exchange
rates, and for Hong Kong respondents was 957,006 Hong Kong dollars, or $123,414.

Travel plans
Travel is still the number one category that Chinese consumers spend on, whether they are on the Mainland or in
Hong Kong.

Half of Mainland residents said they planned to spend more on travel in 2015, and this year the figure rose to 53
percent, showing a growing investment in travel. Comparatively, in Hong Kong, consumers are showing 5 percent
less interest in purchasing vacations than they did in 2015.

Chinese consumers take four trips within the country and three trips abroad per year, picking Hong Kong, France
and Japan most often. Hong Kongers venture outside of the city 3.7 times in a year and favor trips to Japan, Taiwan
and Mainland China.
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Picture posted on Weibo by Chinese tourists with Paris' Eiffel Tower in the background

When deciding where to book, 63 percent of Mainland Chinese individuals value culture and history, while half of
Hong Kong consumers prioritize convenience of transportation. For both, the second most important aspect desired
in a locale was shopping options.

All respondents say their favorite activity when abroad is spa and wellness, followed by dining.

When traveling internationally, those surveyed show a desire for familiarity, with 43 percent of Mainland Chinese
consumers noting that Chinese-speaking staff are a necessity. In comparison, only a quarter of Hong Kong residents
say the same.

A sense of cultural familiarity is also appealing to Chinese consumers as they are selecting merchandise or
services. While only 11 percent of Hong Kong consumers say that Chinese elements are extremely or very important
in a purchase, 58 percent of Mainland shoppers said they value it highly.

The differences do not end there, as Hong Kong clients appreciate elements of Chinese culture the most, while
symbols of good luck rank highest in favor for their Mainland counterparts.

Online operations
For luxury brands, maintaining an online presence in China is an important step in reaching consumers there. A
brand's Web site is the preferred platform for research.

Chinese consumers are becoming more comfortable buying online. Across China, shoppers now visit stores an
average of two times to view products in-person before making a purchase. This is down from last year, when
Mainland clients made 2.3 visits and Hong Kong consumers 2.6.

Online channels may also play a key role in generating sales as consumers are traveling. Before they have left, 57
percent of Mainland travelers and 46 percent of Hong Kong residents have already planned all of their purchases.
While they may not know specific products, they have chosen what brands they want to shop with.

Chinese consumers outside a Louis Vuitton store

A number of luxury brands have launched ecommerce sites in China within the past year, but online shopping still
feels like risky business to many of the country's consumers, according to a new report by FDKG.

FDKG's "Luxury Insights China 4th Quarter" report explains that with less regulation of online sales in China,
consumers may have to endure a drawn out dispute if items are not delivered as promised, making each purchase a
consideration of not only spending budget, but a weighing of how much can comfortably be lost. While some may
still opt for an in-store purchase, a growing interest in online shopping within China is evident in the $14 billion in
transactions during Single's Day Nov. 11 (see story).

In the long-term, research has shown a positive outlook for Chinese spending.

Even with a faltering economy, Chinese consumption is projected to rise $2.3 trillion by 2020, according to new
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research by Boston Consulting Group and AliResearch Institute.

Households with disposable incomes of $24,000 or more will drive 81 percent of consumption growth through 2020,
creating demand for high-end goods and services. With rising incomes, a younger generation gaining spending
power and growing ecommerce expenditures, brands will need to adjust their strategies (see story).

"Consumers are again focusing on the experiential this year, with travel and beauty showing the most significant
growth," said Gao Ming, senior vice president, general manager luxury practice China, Ruder Finn Asia. "With
increasing foreign travel comes increasing foreign purchases, made by a demographic with clear motivations and
strategies when it comes to their luxury lifestyle.

"It's  also clear that optimizing the online customer experience remains more crucial to success than ever."
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