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By SARAH JONES

Through 2019, the luxury market is projected to grow 4 percent at constant exchange rates to 1.3 trillion euros, or
about $1.4 trillion, with all of the growth driven by Asian consumers and younger generations.

According to the 2019 edition of the Bain & Company Luxury Study, Asia and particularly China will see growth this
year, while other regions will be flat or decline. One of the key trends that emerged this year was spending at home,
with global spend by local consumers rising 11 percent while tourist expenditures rose 3 percent, benefitting
markets that are nearby destinations for Chinese consumers.

"The global luxury market confirmed this year the moderate growth rate associated with the 'new normal' era,
mainly driven by Asian buyers," said Claudia D'Arpizio, partner at Bain & Company and lead author of the study.

"The luxury customer is present and increasingly active, dramatically rewriting the rulebook of the industry," she
said. "Brands will need to pivot to a new model to respond to customers' needs when it comes to buying,
consuming and communicating."

Asia acceleration
In the last decade, the growth rates for luxury experiences surged ahead of the growth of luxury goods. However,
Bain finds that more recently, experiential and tangible luxury categories are performing more similarly, as
experience categories see slowed growth.

For instance, hotels saw more muted growth this year of 2 percent. However, luxury cruises were up 9 percent and
sales of private jets and yachts rose 5 percent.

Luxury cars represent the largest subcategory studied in the research, totaling 550 billion euros this year. Automotive
sales are also up 7 percent year-over-year, exceeding the overall growth across luxury sectors.

With sales totaling 281 billion euros, personal luxury goods are the second biggest sector. This category is up 4
percent this year.
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Almost all categories studied saw growth, with the art market the only exception. Art sales declined 18 percent from
2018, which Bain attributes to a lower supply in the market.

Regionally, Mainland China saw the strongest growth, with sales rising 26 percent. Part of what drove growth in
China was Chinese consumers spending at home, as they shied away from traveling to Hong Kong and
international destinations.
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Japan and the rest of Asia also saw growth, up 4 and 6 percent respectively, thanks to tourist traffic from China.

Amid political unrest in Hong Kong, personal luxury good sales are down 20 percent from 2018. Despite an
estimated 40 percent decline in tourist visits and a decrease in foot traffic between 30 and 40 percent, Bain notes
that luxury store counts are remaining stable, with approximately 1,000 monobrand boutiques.

The Americas and Europe were mostly flat at constant exchange rates, as issues including the U.S.-China trade war
and the yellow vest protests in France weighed on sales. The Middle East is  down by about 5 percent from 2018 as
consumers show less confidence.

Looking ahead, Bain projects that the luxury market will rise at a constant annual growth rate between 3 and 5
percent through 2025, reflecting the "new normal" of moderate growth.

Next generation
Luxury brands need to be focused on the next generations of consumers. In 2019, millennials are 35 percent of the
personal luxury goods market and Gen Zers represent 4 percent of luxury sales.

By 2025, millennials will be 45 percent of the market, while Gen Z will be 10 percent. A decade later in 2035,
millennials will remain stable at 45 percent while Gen Z will increase their spending to comprise up to 40 percent of
the market.

Despite a reputation of being entitled and self-absorbed, a recent survey from Agility Research found high-spending
Chinese Gen Zers to be self-aware with a special appreciation for luxury (see story).

"Gen Z customers are the new frontiers of tomorrow's luxury market and they already represent a growing portion of
luxury consumption in Asian markets," said Federica Levato, partner at Bain & Company and co-author of the study.
"They see themselves as critical actors of the creativity and conversations with luxury brands; they are returning to
products, stores and physical interactions with brands to truly connect and engage emotionally with them."

Younger consumers are helping to drive changes in luxury consumption and attitudes.

These generations are heavily fixated on sustainability. Led by millennials, 80 percent of luxury consumers say they
prefer brands that are social responsible.

Luxury is also becoming more digital. Only 12 percent of luxury sales happen online, but ecommerce is up 22
percent from last year, driven mostly by accessories and beauty.

Monobrand stores are performing better than department stores. Brand-operated boutiques are up 12 percent, while
department store sales are down 5 percent, attributed mostly to challenges among U.S. multi-brand retailers.

Airport retail and off-price are both up 11 percent.

Aside from shifting channels, luxury brands have to contend with emerging players, such as indie brands and new
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business models including rentals that challenge traditional retail.

Luxury brands have an opportunity to own more of the circular economy either through partnerships or directly
operated services, as consumers open up to secondhand goods and alternative ownership.

During LuxeCX/AMCX 2019, two executives from Altiant shared research that shows that luxury brands' stores and
Web sites would be consumers' preferred channel for rentals if they offered such a service. Additionally, three
quarters of shoppers show an interest in being able to sell products back to luxury brands, pointing to further
potential for luxury brands in the circular economy (see story).

"We see the secondhand market as a potential avenue for luxury brands to reach a new audience and enlarge their
customer base," Ms. Levato said. "For many customers, this may be their first luxury purchase, but luxury brands
shouldn't see this as a threat and should manage it strategically to grasp the full potential of this opportunity."
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