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By SARAH RAMIREZ

While consumer demographics have become more diverse and customer needs are more varied, individuals'
spending habits are largely in line with those seen a few decades ago.

According to a new report from Deloitte, many spending habits such as the amount allocated to dining and
entertainment have not necessarily changed as much as the economic environment has changed. Understanding
how diversity has bred diverging consumer demands and wants is crucial for luxury brands that want to stay
competitive in a crowded market.

"Deloitte's findings debunked many conventional wisdoms about the new-age consumer," said Kasey Lobaugh,
chief innovation officer of retail and distribution at Deloitte, Kansas City, MO. "In many ways, the consumer hasn't
fundamentally changed.

"Instead, their behaviors have been triggered by a rise in non-discretionary expenses and the growing bifurcation
between high and low income groups," he said.

Deloitte's findings are based on government data, primary interviews and a survey of more than 4,000 U.S.
consumers.

Differing demographics
Four in 10 millennials belong to ethnic or racial minority groups, representing one of the biggest shifts in U.S.
demographics in the last 50 years. Millennials as a whole account for 30 percent of the U.S. population.

While the population of Latino consumers is expected to grow in the U.S., Asian households have the highest annual
median income at $81,000.
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In the U.S., Asian households are seeing increased spending power. Image credit: Michael Kors

The income gap also continues to grow. From 2007 to 2017, income growth for those with mean household incomes
of more than $100,000 increased more than 1,305 percent than households with average incomes of less than
$50,000.

Notably, the net worth of consumers younger than 35 has declined by 34 percent since 1996. This has contributed to
declining rates of homeownership among millennials as well.

Despite these economic realities, the retail market continues to expand.

Per Deloitte, this is due to population growth rather than increased spending from individual consumers. Since 2005,
per capita retail spending has remained mostly flat.

From 1997 to 2017, the percentage spent on categories including food, dining, alcohol and home furnishings has
also been relatively consistent.

During that same period, however, non-discretionary spending on housing, healthcare and education have taken a
bigger portion of millennials' budgets.

Fewer millennials own homes as housing costs have increased. Image credit: Redfin

Deloitte's findings also show that experience-based spending, such as travel, hospitality and entertainment, is  driven
more by income than age.

While millennials as a whole may spend 3 percent more on experiences than baby boomers, consumers with
annual incomes above $80,000 spend 11 percent more on experience-based categories than those who make less
than $35,000.

Power of personalization?
Deloitte also examined the perception that young affluent consumers are increasingly drawn to retailers who
emphasize core values and personalization.

However, the consumers surveyed, including high-income millennials, cited price and convenience including
product availability and accessibility as the leading motivations for selecting retailers. Overall, less than 5 percent of
respondents cited alignment with core values or personalized experiences.

These findings from Deloitte run counter to the strategies many luxury brands and retailers have embraced in recent
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years.

During the "Women in Luxury 2019: Empowered Affluence" conference on May 9, executives from different luxury
sectors gave predictions on how luxury will evolve as experiences and personalization grow in importance.

Looking towards the future of luxury in their different sectors, the panelists agreed that privacy and personalization
will continue to shape the relationships between brands and consumers. Even when consumers favor convenient
services, such as online shopping, as a way to save time, these experiences are not always up to luxury standards in
digital environments (see story).

Other research shows that Generation Z consumers, the successors to millennials, are likelier to appreciate core
values than older consumers.

As social norms seem to be shifting and important social conversations are at a high, a study by DoSomething.org
found that 76 percent of Gen Z consumers have purchased or are open to buying from a brand based on the issues it
supports. Many are now even seeking out brands, rather than finding them by happenstance, based on social causes.

About half claim to have recently purchased an item based on an issue affiliation in an effort to take a stand.
Another 40 percent say they would cease business with a brand based on how aligned it is  with their personal values
(see story).
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