
The News and Intelligence You Need on Luxury

RETAIL

India’s r ising affluent class presents anIndia’s r ising affluent class presents an
opportunity for  luxury brands: BCGopportunity for  luxury brands: BCG
March 24, 2017

Tarun Tahiliani is  one of India's  mos t s toried luxury des igner brands , known for its  opulent ensembles  and detailed craftsmanship

 
By DANNY PARISI

Consumption in India is set to reach $4 trillion by 2025, according to a new report from the Boston Consulting Group,
suggesting that luxury brands may do well to invest more resources in marketing and selling in the market.

Within the next few years, India is set to become the third largest consumer economy in the world. With the lion's
share of this growth being pushed by a newly wealthy affluent consumer class, luxury appetites could soar in India
by 2025.

"A set of emerging social trends could reshape consumption patterns significantly," said Abheek Singhi, a BCG
senior partner and report coauthor, Mumbai, India. "These include more and better educated women taking their
rightful place in society, greater pride in being Indian and increasing time compression, each of which will drive
exponential growth in various categories differently."

A growing economy
Luxury has always been traditionally focused in wealthier western nations, but in the 21st century, with commerce
and retail becoming more global, luxury brands need to pay attention to what else is going on in the world.

Countries traditionally considered "developing" are beginning to sprout up their own class of consumers with an
appetite for luxury goods. India is going through such as transformation now, and by 2025 will have one of the
largest consumer economies in the world.
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India's affluent class is growing

BCG took a look at India's growing economy to analyze exactly where this money was being concentrated. What its
analysts found was that the elite and affluent segments of society will be driving around 40 percent of the growth that
will push India to its large consumer economy.

This concentration of wealth among the most affluent segments means that luxury brands will have a much bigger
audience than before in India.

"India's consumer market is poised for fundamental change," said Nimisha Jain, a BCG partner and report coauthor,
New Delhi, India. "As the consumer market continues to grow and evolve, companies will need to shed
conventional wisdom, try multiple business models simultaneously and be prepared for rapid change internally to
adapt to changing consumer needs and behaviors."

New opportunities
The growth of a new affluent consumer class in a traditionally undervalued part of the world for luxury marks the
arrival of an entirely new market for luxury brands to invest in.

But luxury brands are not unheard of in India currently. Just last month Audi began a campaign to bring luxury
vehicles to the country through a partnership with Zoomcar.

Consumers are now able to book an Audi Q3 through Zoomcar's mobile application and Web site, which offers
hourly, daily, weekly and monthly reservations. As consumers increasingly turn to alternatives to car ownership,
automakers are finding new ways to remain part of consumers' lives (see story).

India's affluent consumer class will be more widespread geographically in 2025

Additionally, the Indian luxury market has been steadily growing over the last few years.

Estimates reveal that the number of high-net-worth (HNI) households have grown at a CAGR of 16 percent from
81,000 in 2011-12 to 146,600 in 2015-16 in India. This is further expected to increase to 294,000, representing a total
net with of $4.7 trillion, or 319 trillion rupees (see story)

Finally, a major driving force for this growth will be thanks to the influence of digital channels on commerce.

BCG found that digital will influence 35 percent of all retail by 2025 and that between 8 and 10 percent of retail
spending will be online in India.

"Already, a rising number of consumers in all segments are using the Internet as their first port of call in framing
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and driving their purchase decisions," said Kanika Sanghi, a BCG principal and report coauthor, Mumbai, India.

"Our research found that about 70 percent of those who have access to the Internet go online to make informed
purchase decisions," she said. "As consumers get more comfortable with digital capabilities, their usage patterns
exhibit growth that belies age and other demographic variables."
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