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Millennial appeal: Chinese actress  Ni Ni in a recent Gucci eyewear campaign shot in Venice Beach, CA. Image credit: Gucci

 
By Amish Dargan

To be successful at luxury retail means strategizing and marketing well before a sale is even made.

Thanks to technological advances and higher disposable incomes, luxury is within the grasp of the common man
and resulting in changes in market segmentation amongst others. Questions arise such as, "How can you find new
customers online?," "How are you improving the experience for your existing customers?" or "What would
customers today find exciting?"

In 2017 itself, the luxury market grew by 5 percent to touch an estimated 1.2 trillion globally, per a Bain luxury study.

As it continues to grow, marketers, retailers and salespeople have come up with novel ways to sell their products.
These are some of the best practices currently being employed in the luxury business.

Targeting and customization
Customer segmentation, if done effectively, takes into consideration customer demographics, behavior patterns and
preferences. If narrowed down, it can produce exceptionally good results for luxury brands, promotional events
and product launches.

Traditional demographics suggest that maximum sales for luxury goods have taken place in the United States and
Europe.

However, a report by Deloitte Global predicts that these areas will witness a fall while Asia, Africa, Middle East and
Latin America together will see a 50 percent growth in the clothing and footwear category.

Maintaining this customer-focused approach is central to luxury where it is  more important than ever to stand out in
a socially connected and increasingly competitive marketplace.

While customer experience gets a lot of media attention, understanding consumer wants and needs and designing
for them remains one of the most essential tasks for luxury brands.

Brands must also take cognizance of the growing purchasing power of millennials that make up much of today's
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buying industry, mostly online.

The growth of the luxury market is being powered by a generational shift that will usher in the millennial and
Generation Z crowd with a different mindset. By tailoring your product to the consumer, brands can create a
timeless relationship with them.

Millennials seek luxury in everyday items such as T -shirts. The three fastest-growing product categories remain
shoes, jewelry and handbags.

Gucci saw its sales rise by 50 percent, led by demand from online-savvy millennials.

The Gen Z and millennial generations will make up 40 percent of the overall luxury goods market by 2025, a jump
from 30 percent in 2016.

Staying unique
These days, mass-marketing efforts not only tend to produce poor conversions, but also harm future marketing
efforts.

The need of the hour is for relevant, personalized and contextual promotional offers using consumer insights and
marketing automation software.

Brands are now able to create highly customized and relevant offerings based on customer data such as
demographics, psychographics and behaviors, which helps grow customer acquisition and retention.

By 2026, the number of high net-worth individuals are expected to grow by 50 percent to 503,800 from 2016's 335,800.
With the pool expanding, businesses stand the risk of their brand value getting diluted.

To remain distinct from other brands, production might be stepped back and access to the brand limited.

It might seem counter-intuitive, but increasing the appeal and demand for products has a long-lasting positive effect
on the brand. Forty-five percent of luxury customers look for personalized products and services that can represent
them wherever they go.

Clienteling
Along with differentiation, the goal for many luxury brands is forming a personal relationship between the customer
and the brand.

Brands are selling more than products. They are creating spaces that provide personalized experiences for their
customers and invite them to dive deeper.

With the tone set in place, all channels of communication, online or offline, have to deliver a premium, consistent
message.

Luxury brands still depend on physical stores to boost sales, but the future lies elsewhere.

A report by McKinsey & Co. states that nearly one-fifth of personal luxury sales will take place online by 2025.

Brands can take a leaf out of Herms with Maison des Carrs coming up with a novel and premium way to showcase
its luxury scarves.

While the sale of luxury goods through the retail channel grew 8 percent in 2017, online sales saw a spike of 24
percent last year, comprising 9 percent of market share.

Brands need to be where the customers are and the new crowd is undoubtedly on digital platforms.

Millennials want to feel valued and brands need to change their business strategy through loyalty programs and in-
store event invitations.

When brands take the offline route, each element from the decor, lighting and location to the brand's online
presence is designed to leave behind an indelible mark in the minds of consumers.

While connecting with the brand and booking appointments, there are now even more luxury brands offering an
online shopping experience. Each of these elements deepens the relationship with the customer.

Luxury retailer Fred Segal has been perfecting a new term called "experiential retailing" that involves giving
customers a unique buying experience. Not only do people come to shop, but also to listen to music, eat food and
hang out with friends.



 

Taking it further, Giorgio Armani is engaged in an in-store installation collaboration agreement with Colombian
artist Marta Luz Gutirrez, while Louis Vuitton teamed up with Jeff Koons for its Masters Series.

Amish Dargan is  a luxury expert and brand manager at Dufry

Amish Dargan is a luxury expert and brand manager at Dufry, Toronto. Reach him at amishdargan@hotmail.com.

© 2020 Napean LLC.  All rights reserved.

Luxury Daily is published each business day.  Thank you for reading us.  Your feedback is welcome.

https://www.linkedin.com/in/amishdargan/
https://www.dufry.com/en
mailto:amishdargan@hotmail.com
mailto:feedback@luxurydaily.com

	Targeting, uniqueness and clienteling in evolving luxury retail

