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Chanel is  among the luxury brands  that is  seeing sales , and prices , climb. Image credit: Chanel

 
By SARAH RAMIREZ

Larger luxury groups are primed for sustained success as the market continues its post-pandemic recovery.

According to the spring 2022 Global Outlook of Luxury Retail report from Colliers, U.S. consumers are expected to
continue spending more on luxury goods than shoppers in China, Italy and Japan combined. However, China is still
seeing faster growth in luxury spending, despite some recent economic setbacks against the backdrop of the COVID-
19 pandemic.

"Luxury is no longer exclusive to the super-rich as the luxury retail market moves into the U.S. mainstream," said
Anjee Solanki, national director of the retail services and practice groups at Colliers, in the report.

"And as this democratization happens, the underlying meaning of luxury is changing across different consumer
segments."

Push and pull
The global luxury fashion market has bounced back quicker than expected from the COVID-19 pandemic and is
forecast to grow to $257.7 billion by 2024.

Several factors are driving growth in the luxury industry, which is moving in a more mainstream direction.
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LVMH's  acquis ition of Tiffany & Co. allowed the group to build its  footprint in As ia. Image credit: T iffany & Co.

Wealth has continued to climb among affluents, while more millennials are entering their high-earning years. This
applies not only to the U.S., but also to the emerging economies of China and India.

The adoption of digital strategies and more seamless omnichannel offerings has also disrupted the industry. Luxury
goods are more easily accessible now outside of top markets, while digital and social media marketing have
boosted consumer awareness.

Rental and resale platforms have also aided in democratizing luxury, making coveted pieces more affordable
investments for aspirational consumers.

Perhaps in response to more accessible and inclusive luxury, personalization must be a priority for brands to
preserve a sense of exclusivity and build loyalty among shoppers.

Other global trends, however, are inhibiting luxury's growth. These include inflation, continued lockdowns and high
tariffs (see story), as well as counterfeit and secondhand luxury goods.

Globalization has accelerated the need for luxury brands to look beyond their traditional markets to emerging
strongholds in Asia Pacific. Luxury groups and other conglomerates are poised to succeed, while independent
brands will have less to invest in infrastructure and technology capabilities.

Acquisitions, such as LVMH's purchase of U.S. jeweler T iffany & Co. and U.S. fashion label Michael Kors'
acquisition of Italy's Versace to create Capri Holdings, enables companies to expand their presence in key regions
and enhance brand positioning.

Since consumers across income groups shop for luxury goods, brands must balance appealing to wide audiences
without alienating their core clients or shifting their perception too dramatically. Some brands, including France's
Chanel, have turned to price increases to shore up exclusivity.

Almost three-quarters of luxury consumers consider these purchases to be investments that can help build wealth
long term. Circularity and resale play a role, helping consumers fund future luxury purchases.

Luxury consumers  are increas ingly turning to ecommerce. Image credit: Colliers

In the U.S., more than four in 10 luxury consumers shop via resale sites and secondhand stores.

Online remains the preferred channel for luxury goods among U.S. shoppers, followed by traditional malls. This
cohort also prefers to shop directly from brands, reinforcing many luxury labels' decision to move away from
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wholesale models.

Metaverse moves?
With an eye to the future, luxury brands have started experimenting with the metaverse, although consumer
awareness and understanding of the concept is lacking.

Consumers who are curious about the metaverse are most interested in the metaverse as an immersive experience,
viewing it as a way to engage with brands or discover new goods. Younger shoppers in particular are receptive to the
metaverse as a way to foster brand interaction and communication.

Italian fashion label Gucci is establishing a long-term presence on online gaming platform Roblox, as the brand
further commits to immersive metaverse experiences.

Launched on May 27, Gucci Town is a virtual piazza in the Roblox landscape. The virtual space, which will host a
series of activations, follows earlier Gucci projects on the platform, including the Webby Award-winning Gucci
Garden (see story).

With the adoption of the metaverse accelerating, brands must be cognizant of the different languages of each
platform. This awareness is essential for authentic engagement with community members.

In addition to speaking the same language and culture as the platform, luxury must also ensure their metaverse
efforts, including NFTs (see story), are authentic to their brand heritage.
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