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Affluent consumers  favor heritage luxury brands

 
By SARAH JONES

NEW YORK Six in 10 affluent consumers believe that luxury's definition has changed in the last five years, according
to a survey conducted by Ipsos.

Today, 90 percent are inclined to say that luxury holds a different meaning to each individual, while 47 percent note
that the quality of luxury goods has declined. Despite these changing attitudes and the addition of new players to the
luxury space, history still holds sway when it comes to consumers' preference for luxury goods, with about 80
percent picking classic over cool.

"We have seen a lot of change in [luxury attitudes] over the past couple of years," said Steve Kraus, chief insights
officer at Ipsos, who presented findings of the research firm's November affluent study on Dec. 6. "We do see pretty
high levels in terms of most people saying that luxury is in the eye of the beholder.

"Luxury is a little more idiosyncratic and self-defined than it used to be," he said. "Luxury has gotten more personal,
a little more intimate, a little more everyday, a little bit more about small indulgences.

"[There is] still a very strong sense of value orientation. I think this is one of the lasting and counterintuitive ways the
recession has affected people. In 2006-2007, there was so much aspirational luxury shopping, and you had mass
affluents, even upper middle class consumers buying a lot of luxury, and a lot of that was geared towards those
classic luxury brands, with those luxury brands responding with lower priced accessories to reach into that
marketplace.

"And back in 2006-2007, people said, 'I'm going to buy luxury, it's  going to be expensive, it's  going to be worth it.'
Today the expectation is, 'I'm going to buy luxury, and I expect a deal.'"

Luxury in the mix
According to Ipsos' survey of about 24,000 individuals, more than half of affluent consumers, or 55 percent,
purchase luxury at least once a year. Overall, 79 percent have made a luxury purchase at some time.

However, affluents, defined by Ipsos as those with household incomes of at least $100,000, interact with luxury
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differently than their counterparts who are considered ultra-affluent, with household incomes of $250,000 or more.

Consumers tend to mix the items they buy, trading up in certain categories while buying mass products in others.
About two-thirds buy luxury items in at least one category.

However, when looking at ultra-affluents, the number who trade up for at least one type of item rises to 81 percent.
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This reflects consumers growing mindset that more income is needed to afford a luxury lifestyle.

In 2013, the median income of an affluent surveyed by Ipsos was $140,000. These individuals believed that they
would need $59,000 in additional income to buy luxury products on a regular basis.

Today, the respondents with a median income of $146,000 report needing $111,000, or a total salary of $257,000 to
trade up all the time.

Household income is also a strong indicator of spend. As incomes rise, spending remains largely flat until about
$300,000, when there is an uptick in expenditures.

However, while income does predict spending, net worth is a more consistent indicator of a consumer's purchasing
plans.

While the ultra-affluent may have more spending power than the mass affluent, and therefore different purchasing
habits, their lifestyles and aspirations are largely the same.

Holiday season sentiment
Judging from this most recent U.S. presidential election, the affluent are not as easily pegged to a particular political
mindset today. Since George W. Bush's win in 2004, Republicans are winning affluents' votes by less points, with
those with household incomes higher than $200,000 even shifting support to Democrats in some recent elections.

Consumer sentiment post-election shows that more than half of affluents believe that the country is on the wrong
track, compared to only 30 percent who believe the U.S. is  on the right path.

Despite this pessimism, average holiday spending is expected to be much the same as recent years, only decreasing
slightly from last year. In fact, 65 percent of Ipsos' respondents said they plan to spend about the same.

Additionally, 58 percent plan to travel during the holidays, up from 56 percent in 2015. Vacations were also
mentioned by the most consumers as a luxury or premium item they plan to gift, a reflection of the 67 percent who
prefer experiences over things.
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Digital channels are going to be important for capturing holiday sales, with about 60 percent of purchases being
made on either a desktop computer or mobile device.

Compared to other years, the amount of holiday shoppers who anticipate getting gift inspiration from browsing
retailers either online or in-store is trending down, showing shoppers who are less exploratory and more decisive
as they go shopping. Similarly, less consumers plan to consult ads or the media.

The amount of people who will turn to their family and friends for cues is stable.

In-store, online and media continue to be the top three channels for reaching well-off consumers.

Luxury today is a more highly researched category than it was a decade ago. Many will look into products online
before purchasing in-store, surpassing the number who showroom.
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About two-thirds of affluent audiences crave inspiration rather than information in luxury advertisements, saying that
this emotional appeal is more apt to get their attention. This shifts slightly toward information for the ultra-affluent,
with 44 percent of those with more ability to buy desiring details.

Overcoming obstacles
A panel discussion following Mr. Kraus' presentation provided publishing's observations on the industry.

Luxury brands are facing a number of challenges, but the panelists agreed that the ones that are succeeding are
those who have stayed true to their story, pricing and positioning. This includes retaining production in their
company of origin and refraining from discounting.

Part of surviving also revolves around finding ways to reach the next generation, whether through collaborations
such as the Herms straps for the Apple Watch or lines for fast fashion retailer H&M.
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The Apple Watch Herms

Robb Report's executive vice president and publishing director David Arnold said that while many are worried that
millennials will not be the luxury customers that previous generations were, he sees them growing into it once they
mature. He pointed to the millionaires who were created via Microsoft's success, who 20 years ago favored Prius
cars and charitable contributions over things, but who today are buying the traditional luxury vehicles and mansions.

Preferences come in waves.

James D'Adamo, group advertising director at Hearst Integrated Media, brought up the multigenerational appeal of
hospitality disruptor Airbnb, with which Hearst is  producing a magazine.

Today Airbnb sees more bookings a night in Paris than the city's hotels. However, rather than only finding an
audience in millennials, the platform is also popular among baby boomers.

Luxury also has to contend with consumers' changing lifestyles, as a life of leisure is replaced with one of frenzy,
according to Luxury Daily's editor-in-chief Mickey Alam Khan. This shift is  visible in the dearth of formal dining
rooms today, a feature of the home that lends itself to entertaining and relaxation.

Many brands turn to storytelling to differentiate their products, however authenticity is crucial. A number of brands
have been found to be bending truth for their story, such as Shinola's claims its watches were made in the U.S., when
they were merely assembled there.

"The danger with some of these brands, particularly with those that are trying to appeal to millennials, is  that the
narrative is not true," Mr. Arnold said. "And so people get caught out very easily, because I think that social media
does play a significant part in the rise of a brand."
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