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By SARAH JONES

Over the past few years, frugality has shifted from an economic necessity to a celebrated lifestyle choice, according
to a new report from Havas.

Despite the recovery seen following the financial crisis, consumers around the world feel that economic growth will
never return to its pre-recession rates, with most adjusting their expectations around money and possessions. As
individuals criticize overt displays of wealth and avoid excessive spending, luxury brands will need to adapt their
strategies to reach these more conservative consumers.

"Unless there's a radicaland wholly unexpectedshift in global financial markets, it seems likely that we need to
accept the fact that a majority of consumers in developed markets won't resume the sort of mindless spending that
marked the final decades of the last century," said Dan Goldstein, chief strategy officer at Havas New York.

"What's important to note is that it isn't just about the figures in a person's bank account. It's  also a state of mind," he
said. "Even people who are doing relatively well financially are fearful about the next blow to come. We just don't
know what's going to happen, and we worry that our savings will be wiped outwhether by crashing stock markets, a
personal or family healthcare crisis, political upheaval, or long-term unemployment. The sense that tomorrow will
be better than today is increasingly rare."

Havas' "Prosumer Report: Money, Money, Money: Attitudes Toward Credit, Consumption and Cryptocurrency" is
based on a survey of close to 12,000 individuals aged 18 and older from 37 countries. Of this sample, 20 percent are
considered "Prosumers," or influential consumers who are ahead of the trends, an indication of where their peers
will be in the near future.

Lingering habits
Courtesy of an increasingly connected, globalized world, geopolitical events in one nation send economic
shockwaves to other markets, such as the stock market dive following United Kingdom's Brexit. This also has an
impact on consumer confidence.
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Across the board, Prosumers show more economic pessimism than their mainstream peers, with a greater part of
their population worried about another recession or running out of money. These individuals are also more
concerned about a conflict between the wealthy and poor.

More than half of those surveyed said that the next generation will have less financial security than they do.

While wealth is not a direct cause of happiness, having a better quality of life courtesy of greater assets can
positively impact mood. Seventy-seven percent of Prosumers believe that their life would be better if they had more
money, but 53 percent do not agree that money provides meaning to life.

Only about a third say they admire conspicuously wealthy individuals, while eight in 10 show respect for the rich
who live simply.
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Additionally, more than half of respondents said they would be happier if they consumed less. Havas attributes this
desire for money and eschewing of consumption to consumers trading in goods for experiences, which also
require funds.

However, while consumers are generally placing less importance on wealth, more than half of respondents in
markets including China, India, the United Arab Emirates and Japan said that money would add more meaning to
their lives.

Along with the desire for a simpler life, consumers are now more wary of debt thanks to the negative repercussions
surrounding lending seen during the recession.

Consumers show an aversion to taking on a loan for most things except buying a house, the only purchase that more
than half would consider borrowing to buy.

Of the categories studied, luxury goods saw the smallest portion of the public that would take on debt for a purchase,
with only 4 percent of Prosumers willing to put items on credit.

Millennials showed the most avoidance of debt, with 50 percent of this generation admiring those who do not use
credit cards.

"For luxury, this changed perception (and reduced access to discretionary spending) means that we need to
communicate stronger value propositions, especially in the middle and lower tiers," Mr. Goldstein said. "The highest
net-worth individuals will always be able to splurge. It's  the people in the upper middle class who need to feel that
what used to be thought of as an indulgence is actually a smart choice.

"We need to double down on communicating investment value and also in playing up the experience more than the
item itself," he said. "Because even as people are being more careful about what they're purchasing, they're also
increasingly valuing new and interesting experiences.

"That can come from luxury travel, dining, and entertainment, of course, but it can also come from products. The
experience of owning an item with rich cultural or historical ties. The experience of owning an item that contributes
something positive to the world. The experience of owning a product that requires some level of connoisseurship to
truly enjoy."
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Consumers also may need to buy less. The ahead of the pack Prosumers lead the way in the sharing economy, with
28 percent of these individuals consciously choosing to rent or borrow, compared to just 20 percent of the general
population.

Individuals are also becoming accustomed to getting more for free, whether shipping on an ecommerce order or
entertainment. However, they are willing to pay in non-monetary ways, with three-quarters of Prosumers willing to sit
through an advertisement to unlock free content.

Consumer behavior and values shifted drastically with the 2008 recession, creating cause for concern for those who
rely on consumer spending.

An executive from MasterCard Advisors speaking at the Financial T imes Business of Luxury Summit last year
explained that much like the "Depression babies" of decades ago, today's consumers are more conscientious about
what they buy. This requires a changed strategy to acquire new clients and convince them to shop (see story).

"Now that conspicuous consumption is pretty much the opposite of aspiration, it's  essential to create even more
meaningful connections between luxury brands and buyers," Mr. Goldstein said. "There's never going to be a time
when people don't want to feel specialthat's true no matter what the job market looks likeso brands need not only to
offer superb customer care, but also to figure out ways to imbue ownership with a sense of belonging and a sense of
discernment.

"Our earlier studies have shown that people feel less cultured than in the past," he said. "Find ways to educate and
invite people into worlds that make them feel connected not just to new knowledge, but also to long-ago cultures and
periods.

"Conversational currency and a sense of connectedness go an especially long way at a time when people are
feeling uncultured and unmoored."

Deepening divide
While emerging markets such as India and Brazil, consumers still see a correlation between hard work and
financial success, but less than half of residents of the United States and China feel that paychecks are given to
industrious individuals.

This feeling of not being rewarded for their efforts is exacerbated by income inequality. The most affluent have
seen their wealth rise at faster rates than their less well-off peers.
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Although the middle class in many emerging markets is seeing growth, a recent Oxfam report found that between
1988 and 2011, the incomes of the poorest 10 percent increased by only $65. In comparison, the incomes of the
wealthy grew 1 percent, or $11,800 per person, driven largely by tax dodging, political influence and lowering
wages.

Oxfam expects to see the world's first trillionaire in 25 years from now (see story).

In Havas' survey, 69 percent of Prosumers said they were for a redistribution of wealth to alleviate poverty.

While consumers are frustrated with having to work more just to support their families, over half would not quit their
job if they became a billionaire overnight.

"Prosumers are worried about many things including their national and local economies, income gaps, poverty, but
they're also enthusiastic about a lot of the changes taking place," Mr. Goldstein said. "They love technology, and they
are far more eager than othersen par with millennialsto welcome new digital tools and capabilities into their lives.
They like gadgets; they love ease of use.

"They're also more environmentally aware than others, so it's  important to them to know that the products they're
buying are sustainably sourced, have a positive impact down the supply chain and are actually doing something
good for the world."
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