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By FORREST  CARDAMENIS

The consumer, not the brand, now dictates when, where and how the two parties will interact with one another,
according to a report from Deloitte Global.

Social media and ecommerce have empowered consumers to an unprecedented extent, and as more consumers
adopt those tools, brands can no longer dictate how content is served. With polarized growth rates becoming more
common but globalization presenting boundless opportunities, managing the digital relationship is the key to
performance.

"Luxury can no longer just rely on China for growth," said Nick Pope, fashion and luxury lead, at Deloitte, London.
"The key is a richer understanding of specific consumer segments, their behaviors and the values under which they
buy luxury goods and increasingly, luxury experiences.

"This could be around transit and travel, around lifestyle and health, or simply around moments in life where luxury
can make a difference," he said. "The obstacles are the ever-increasing competition (digital business models have
lowered the barrier to entry for smaller brands to act globally), and how to differentiate in the eyes of the luxury
consumer using the levers of product, place, price and positioning."

"Global Powers of Luxury Goods 2016" examines the performance of the 100 largest luxury goods companies based
on data from the June 2014-June 2015 period as it relates to economic, geographic and sector-specific
developments.

From digital innovation to discipline
In the period covered by the report, the 100 largest luxury brands $222 billion, a 3.6 percent increase from the
previous year. Overall, company performances flew to extremes, with more double-digit sales growth but also more
double-digit decline presumably but not necessarily due to a gap in digital performance.
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Chinese tourists at a Louis Vuitton store

Among the economic findings of the report is  that wearable technology is impacting the ultra-affluent in Europe;
male consumer goods are particularly fast growers in the United Kingdom, possibly due to the focus on digital
among UK luxury brands; Hong Kong trending downward as tensions rise between it and the mainland; opportunity
in the Middle East, particularly Dubai; and optimism in Mexico to help mitigate Brazil's  implosion.

However, there is also a great deal of uncertainty in the economy, ranging from China's transition to the myriad
effects of low oil prices to the impending U.S. election and Brexit.

"Brexit is  a massive topic in the UK, and will knock on to regional and global markets," Mr. Pope said. "The current
mood is one of huge uncertainty, which affects asset prices, market activity, corporate investment (almost all on
hold until June 23), travel/tourism flows and general consumer spending.

"The majority of UK business are backing remain,' but there is no crystal ball in this situation, and businesses will
need to prepare for either outcome," he said.

Overall, the report notes a transition from a period of growth spurred by the Chinese consumer and digital
technology to one that will be characterized by discipline. As channels merge, consumer behaviors evolve,
international travel increases and millennials continue to become important, more opportunities await.
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The combination of travel and millennials is a particularly noteworthy occurrence for luxury brands, as it presents
an increasingly rare instance where the brand has more control of the message and marketing. Air traffic is
expected to double over the next 15 years, and young travelers will overwhelmingly come from developing
countries Turkey, China, Brazil, India and Indonesia, for example rather than developed ones.

Tapping into this market means re-thinking the brand experience as it commences in transit and end-tourism
channels aside from major cities. In these channels, the customer experience normally falters and fails to inspire,
but as travel-related and duty-free spend poises to grow, brands need to respond.

Elsewhere, the combination of proliferating connected devices and of connected states themselves Deloitte notes
that the "offline" state may soon cease to exist requires increased awareness. Its  research shows that anonymous
consumers are as trustworthy as friends and family, with 60 percent of respondents approving compared to just 12
percent for brands.

With this reality coalescing with widespread social media use, the promise of a great experience is not enough.
Brands need to provide that in a way that encourages the consumer to share it with online communities.
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Affluent millennials

Deloitte also includes a "table of imperatives" breaking down what each C-suite role should focus on in the next year
and the challenges present through 2020; an overview of the top 10 luxury companies and steps they have taken; as
well as geographic and product sector analyses.

Global changesGlobal changes

With the rise of digital comes the want for personalization, but retailers' ideas of their own capabilities are often
inflated when compared to consumers' assessments.

A TimeTrade report found that while 69 percent of retailers say they are delivering an individualized shopping
experience to customers all of the time, only 26 percent of consumers agree that the retailers are successfully
providing a consistent experience across all channels. This divide shows definite room for improvement among
retailers as they seek to provide a positive, personalized customer experience (see story).

While digital and travel are primary areas of growth, developing countries extend beyond the obvious markets of
China and India and represent further growth opportunities for those keeping an eye on the future.

After China and India, Malaysia, Kazakhstan and Indonesia are the most promising developing retail markets,
according to an A.T . Kearney report.

China and India are predictably the two most markets with the most potential, thanks in large part to their enormous
populations, but the APAC region in general is full of promise. With retail sales in developing markets now
constituting more than half of global revenue, brands must be precise in determining which developing markets
offer the greatest opportunity (see story).

"In every marketplace there is competition with winners and losers, and this gets accentuated in times of slower
growth and market transformations (which we are seeing with digital)," Mr. Pope said. "There is huge competition
for the most valuable' consumer segments in luxury, with the risk that they are being over-catered' to, and brands
may be missing long-term value creation opportunities as they fight for the crown jewel clients.

"The key is being innovative but in a disciplined fashion," he said. "Innovation (e.g. new consumer acquisition, new
partnership models, new profit pools) does not fail for a lack of creativity, but for a lack of discipline."
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