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HIGHLIGHTS OF
THIS YEAR'S

STATE OF
LUXURY STUDY

* More experiential companies — This year’s survey is enhanced with higher participation of luxury industry
insiders than in previous years (~900 vs. ~607) and most of those newcomers are experiential luxury
companies.

* Advertising spending will moderate — This year luxury goods and services/experiential companies will
spend ~ 10% on advertising and marketing, down from 15% last year. Fewer plan to increase advertising
investment in 2020 and more will decrease spending, compared with previous years.

* Social media isn’t delivering results — While Instagram and Facebook are the most widely used social
media channels, they continue to disappoint. Only about 25% of Instagram users and 14% of Facebook users
report these channels are very effective.

* Luxury companies and their advertising/marketing suppliers have different priorities for 2020 — From
the client side, website enhancements and to a lesser extent collaborations and special events are top on their
to-do list. On the supplier side, however, they will be focused on influencer marketing, content market and
public relations, but to a lesser extent website enhancements, special events, and collaborations.

In addition, suppliers see the social media services they deliver to their clients as more effective than their
clients do. This suggests that luxury companies and their services providers are not reading results in the same
way.

* Luxury consumers’ shifting shopping behavior is a key challenge — Causing the greatest challenge for
luxury insiders this year is the changing ways consumers shop. While finding new customers continues to
challenge luxury companies, they are also tacing a consumer who is less willing to trade up to luxury. Part of
the reason is millennials have an appetite for luxury but less ability to pay for it.

Further luxury insiders are challenged as to how to appeal fo new customers coming into the luxury market
who may not define luxury in the same way previous generations of consumers had. This changing definition
of luxury may be the reason why insiders also feel that their advertising and marketing messages are
becoming less effective.

* Luxury insiders turn more negative about business conditions in 2020 — This year and next the luxury
insiders surveyed are far less optimistic about conditions in the overall luxury market compared to their
assessment in last three years. Last year in the 2019 survey, over 50% expected business conditions in the
luxury market to improve. However, this year only 20% felt overall luxury market business conditions actually
improved this year over to last.

Further only 21% expect business conditions in the luxury market to improve in 2020, while a greater number
(329%) expect conditions to worsen next year. Most striking is the number of insiders who expect business
conditions to improve in the next year has dropped by more than half in this year’s survey overall last years.
Last year 52% expected business conditions in the coming year to improve, whereas this year only 21%
expect improvement in the coming year.
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OUR LUXURY INDUSTRY | mssecrsamers

enhanced with more industry

I N I D E R 7 A M P I- E insiders representing
experiential luxury insiders.
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LUXURY INSIDERS
SURVEYED

Our survey sample increased significantly this year from ~600
respondents in the past three years to nearly 900 this year. This year
we aimed to increase the representation of experiential luxury
services providers in our sample, because the luxury consumer market
overall is going more experiential.

As a result, experiential luxury companies represented over 40% of
the total survey sample, followed by luxury goods companies which
accounted for one-third of the total sample.

However, while the percentage representation of luxury goods
companies declined, the absolute numbers of luxury goods insiders
participating in this year’s survey rose significantly from last year due
to the overall increase in our sample. In 2020, some 285 luxury
goods insiders responded to our survey, as compared with 221 last
year, a 29% increase for luxury goods respondents.

Participation of advertising agencies, media, consultants and other
insiders providing services to the luxury industry dropped
percentage-wise from previous years, but not significantly in absolute
numbers of respondents. This year 156 ad agencies and other
providers to the industry were included in the sample, as compared
with 180 last year.

This year the share of publishers, reporters and observers dropped
as did those classified as “other.”

What is your company's role in the luxury
industry?

(Select only one)
0% 10% 20% 30% 40% 50%

Luxury services provider, e.g. travel, [N 43%
financial services, interior designer,

16%
realtor, etc. B 14%
.
Luxury goods marketer and /or retailer 36% %

Advertising, media, branding agency NG 18%
and /or consultant 'ro.luxury 289,
brands/companies

6%
Publisher, reporter, writer and /or 12%
observer of luxury market 9%
1%
Other (please specify) | 20/‘}5%
B 5%

m 2020 (n=876) ®2019 (n=607) 2018 (n=599) m2017 (n=602)
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LUXURY GOODS
MARKETERS

This year a greater representation of luxury goods
companies selling products for home are included in
the survey, including goods companies that supply
home products that require installation (flooring,
lighting, plumbing, window coverings, etc.), as well a

home decor companies and furniture companies.

Over the course of the four year’s surveys, there
has been considerable variation in the luxury goods
categories in which our survey respondents

compete.

The “other” category includes such goods as boats,
airplanes, outdoor and equestrian supplies.

What categories of the luxury goods market do you
compete in?

(Check all that apply)

Home products requiring installation (e.g. flooring, cabinetry,

stone, window coverings, plumbing fixtures, lighting, smart...

Home decor (e.g. decorative accessories, lamps, linens,
tabletop, housewares, etc.)

Furniture

Jewelry

Fashion accessories
Clothing and apparel
Art and /or collectibles
Beauty, perfume, cosmetics
Watches

Mattresses

Wine and spirits
Automobiles

Major home appliances

Small home appliances

Technology
Food
Other (please specify)
m 2020 (n=285) m2019 (n=221)

0% 5% 10% 15% 20% 25% 30% 35% 40%

34%

S % 38%

T 1%
° 4%

] 12‘%

mmm——— 69,

9%
%
= %,
=%§%
7%
4%,

=%,
7%
_— 20(0 o
— %és
q%s%
12%

2018 (n=246) m2017 (n=283)
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LUXURY GOODS
DISTRIBUTION CHANNELS

New to last year’s survey was a question of how
luxury goods companies distribute their products to

consumers.

Independent retailers, direct-to-consumer
distribution via company-owned website, and
branded company-owned stores are the three
leading distribution channels for luxury goods

companies.

“Others” include distributors, trade shows and

popups.

How does your company distribute luxury goods
to consumers?

(Check all that apply)

0% 10% 20% 30% 40% 50% 60% 70%

60%
Independent retailers °
50%
51%
Direct-to-consumers via company-operated Web site °
60%
50%
Branded company-owned stores °
43%
) . ) ) ) 29%
Maijor national/international retailers
37%
Through independent Internet marketplaces (e.g. 27%
Amazon, Houzz, 1stdibs, Ebay, etc.) 13%
3%
To-the-trade showrooms

Other (please specify) =

m2020 ®2019

© NAPEAN LLC AND UNITY MARKETING 2019 8



INTERNET E-COMMERCE

Overall, a majority of luxury goods companies this
year depend upon dtc distribution, as in previous

years.

However, this year a greater share of luxury goods
companies report no plans to add direct-to-
consumer distribution through a company-owned
website. This is likely to the higher percentage of
home-related companies that sell products requiring
installation.

Does your company sell products direct-to-
consumers through a company-owned website?

0% 10% 20% 30% 40% 50% 60% 70%

67%

Yes

16%
17%
No, but plan to soon

18%
16%

34%

No, and no plans to do so

m2020 ®m2019 m2018 m2017
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SHARE OF LUXURY GOODS COMPANY SALES

ONLINE

This year luxury goods companies report on average
about 20% of company sales are made online. That is
down from previous years, likely a result from the higher
level of representation of home-related luxury goods
companies in our survey. Consumers are generally not as
active purchasing that category of goods online as for
others that are more easily shipped.

2020 2019 2018 2017
Company Company Company Company
Revenues Revenues Revenues Revenues

Online Online Online Online
(avg. 21%) (avg. 35%) (avg. 34%) (avg. 34%)

1-10%
11-25%
26-50%
51-75%
76-99%
100%

61% 38% 42% 35%
15% 16% 16% 23%
11% 21% 16% 19%
2% 6% 7% 5%
6% 8% 11% 5%
5% 10% 8% 12%

© NAPEAN LLC AND UNITY MARKETING 2019 10



Is your company website mobile-enabled?

M 0 B I I- E_ E N A B I- E D W E BS I T E 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

89%
Yes

88%

The vast majority of luxury goods’ websites are
mobile-enabled.

In a followup question among those 89% of luxury

goods companies with mobile-enabled websites, 6%
they report that on average just over one-fourth e L,
(27%) of all Internet sales are generated through
mobile devices.
This was a new question added to the survey.
5%
Don't Know

4%

m2020 ®m2019
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LUXURY SERVICE &
EXPERIENCE MARKETERS

This year’s sample was enhanced with the addition of
more companies in the home services space, including
architects, builders, interior designers and outdoor
providers. They represent the largest share of
respondents in the experiential space, followed by real
estate, hospitality and dining.

However, the actual number of other experiential
marketers, as opposed to their percentage
representation, also increased significantly from last
year’s survey. For example, the number of companies
in the dining experience and real estate space more
than doubled and those in retail services and
hospitality both increased over 40%.

The other category includes companies in health
services, wellness, legal and technology.

What categories of the luxury services market
do you compete in?
(Check all that apply)

Home services (e.g. architect, builder, designer,
landscape services, other home-related services)

Real estate

Hotels, hospitality, resorts

Dining, restaurants, bars

Travel services (e.g. airlines, cruises, travel packages,
travel planning, other travel-related services)

Retail services

Beauty services (e.g. spa, salon, cosmetic services,
physician discretionary services, etc.)

Financial services (e.g. credit card, financial advisor,
investment professional, etc.)

Other (please specify)

= 2020 (n=377)

2019 (n=113)

0% 10% 20% 30% 40% 50% 60%

S o
e 21% p8%

0,
— 4% 2%,
s 20% °
2 0,
2y
o

B 11%

8% ..
1134/8(

e 145
6%
e
5

= 1278,
—" 12,
B_2%

—

B_2%
1%
B 6%

0,
. 7/012%

ﬂoo]2%

240/0
B5%

2018 (n=96) ®W2017 (n=84)
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ALSO SELL LUXURY GOODS

With the addition of more home-services
companies, this year a significantly greater share
of experiential luxury marketers also sell luxury
goods to their clients, 68% as compared with 43%

last year.

Does your luxury services company also sell
luxury products to its clients?

0% 10% 20% 30% 40% 50% 60% 70% 80%

68%

Yes

51%

3%
Don't know

5%

m2020 ®m2019
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REVENUES OF LUXURY What percentage of total company revenues

are attribute to...

SERVICES FIRMS BY TYPE

53%

Services

Among those services companies that also sell 39

luxury goods, just slightly over half of their sales
are generated in services (53%) with the remained

coming from sales of products (48%). The results

are virtually unchanged from last year. 48%

Products

Luxury goods sales make a substantial contribution
to the overall sales for those experiential
companies that also sell luxury goods.

Note: this question was only asked of those services

Other

marketers that also sell products to their clients. »

m2020 ®m2019
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In which markets does your company compete?

(Check all that apply)
U U 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

T, 9

c 0 M P ET E D I N North America (U.S.A., Canada) 85%
|
Western Europe (France, Belgium, Germany, ltaly, Spain & ﬂ
]

0,
other western Euro nations) 7%

E— 0
United Kingdom, including Ireland, Scotland ﬁ%

Central /South America (Brazil, Mexico, Caribbean Islands [mm—_14%
E—

Over 90% of our IUXU[‘Y gOOdS qnd Service/ and other central /south American nations) 22%
— o

experience marketers compete in the U.S. and China & Hong Kong %
. ] 0,

CCInCldCl, fouowed b)’ WeSTern Europe, Un”ed Oceania (Australia, New Zealand, other Oceania nations) %%

Kingdom, Central and South American and China.

o,
Middle East “4%
|

This question was asked only of luxury goods and Japan Sy
|
luxury experiential companies, not agencies and Other Asian/South East (Korea, Thailand, other IOy
. . Asian/southeast Asian nations) I 0%
consultants that provide services to luxury _—
Russia 7%
marketers. .
Scandinavia (Finland, Sweden, Norway) & 20%
|
Eastern/Central Europe (Poland, Czech Republic, other 8%
eastern/central Euro nations) e 18%

7%
Africa, including South Africa 13%
—
o
India
I

4%
Other (please specify) & 2%

H2020 (n=662) ®2019 (n=343) m=2018 (n=342) ®2017 (n=367)
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YEARS IN THE LUXURY
BUSINESS

The typical luxury goods and service /experience
marketer has been in the business of luxury for
about 30 years, which is roughly the same as in

previous years.

This year over two-thirds (67%) have been in the
business of luxury between 11-50 years, which is
distinctive from previous years when a greater

share had been new entrants in the luxury space.

How many years has your company been in the luxury
business?

0% 5% 10% 15% 20% 25% 30% 35% 40%

1 year or less

35%
11-25

. 32%
26-50 18% 0%

o 10%
51-100 10‘%:
1%
2% .
More than 100 202
6%

m 2020 Years in Luxury Market (avg. 28 years) 82019 Years in Luxury Market (avg. 30 years)
m 2018 Years in Luxury Market (avg. 30 years) 82017 Years in Luxury Market (avg. 31 years)
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companies about their advertising,

ST R A.I. E G I E S marketing and innovation plans.
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SPENDING ON MARKETING
AND ADVERTISING

This year the average amount luxury goods
and service /experiential companies invest in
advertising is about 10%, which is down
substantially from the 15% reported in 2019.

This year and the same as last year, a
sizeable percentage report investing nothing
(10%), but a significantly smaller share this
year (16%) than last (31%) reported
spending over 15%. The majority this year
invest in the 3%-to-10% range.

Of note, the luxury goods companies average
slightly less (9.6%) invested in marketing and
advertising this year than the luxury

service /experiential companies (10.3%).

35%

30%

25%

20%

15%

10%

5%

0%

What percentage of company revenues are invested in
advertising and marketing?

31%

26%26%

25%
18%
16%
13%
11%
10% 10% 10%
I I : I I

None 1-2% 3-5% 6-10% 11-15% >15%
Only Luxury Goods & Luxury Service/Experiential Companies (n=662)

m 2020 (avg. 9.9%) ®2019 (avg. 15%)
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TRENDS IN SPENDING ON
MARKETING &
ADVERTISING

This year a smaller share of luxury goods and

service /experiential companies report they will spend
more on advertising and marketing in the coming year,
40% as compared with 45% in 2019.

Correspondingly, a greater share will spend less next
year, 13% vs. 7% reported in 2019.

This finding points to continued challenges for
advertising media companies to attract luxury
companies’ investments.

In terms of their expected spending change, last year
luxury goods and service /experiences companies
reported their ad spending increased by 7.8% on
average. This year the average expected change is
7.1%, a small but marked difference.

In the coming year, will your company spend
more, less or the same on marketing and
advertising?

Only Luxury Goods & Luxury Service/Experiential Companies
0% 10% 20% 30% 40% 50% 60%

40%

45%
More
58%

52%

47%
48%

Same
34%

37%

13%
7%
8%

Less

10%

2020 (including 7% to spend Much More) B 2019 (including 9% to spend Much More)

2018 (including 16% to spend Much More) B 2017 (including 10% to spend Much More)
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TRENDS IN ADVERTISING Advertising Media Used by Luxury Goods and

Services/Experiences Companies

M E D I A U S E D Only Luxury Goods and Services/Experiential Companies

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

85%
87%

Internet/digital advertising

The most widely used advertising media are digital
82%

. . . . . o e Email keti
and email marketing this year, with mobile declining el markeing 87%

in importance and print advertising rising compared 5
Print advertising

with last year. 66%

Mobile o4%

In addition, television, outdoor and radio all 74%

declined in importance this year. 50%

55%

Direct mail/catalog

0,
Television/cable advertising 17

28%

16%

Outdoor/Billboards 30%

Radio 13%

22%

m2020 ®m2019
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ADVERTISING MEDIA TRENDS

Luxury Goods &

Spend Less
2020 2019

Services/ Experiential Spend More | Spend Same

Companies 2020 2019 2020 2019

For 2020, the luxury goods and
services/experience companies have moved
toward the middle in terms of spending trends by Internet/digital advertising 62% 77% 35% 22% 4% 1%
media.

Mobile 52% 70% 44% 26% 4% 4%
Other than outdoor and print advertising, the

companies have backed off spending more and Email marketing 45% 5306 5106 43% 4% 1%
have moved to the middle in terms of expected
spending in 2020 compared with 2019.

Direct mail/catalog 29% 33% 54% 44% 17% 24%
Outdoor/Billboards 19% 17% 57% 51% 24% 32%
Print advertising 19% 17% 49% 35% 33% 48%
Radio 14% 18% 61% 41% 25% 41%

Television/cable
advertising 13% 13% 48% 33% 39% 54%
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OTHER ADVERTISING Are any of these areas planned for more

investment in the coming year?

STRATEGIES (Check ol tht opply)

Only Luxury Goods and Services/Experiential Companies

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Website enhancements |, 637

The three most important strategic priorities for S0

Collaborations

Special events, in-store events [ e Sy 0%,
Content marketing | e s 61%

Influencer marketing 445 56%

luxury goods and services/experiential companies
in 2020 will be website enhancements,

collaborations and special events.

Interestingly, special events, content marketing, - o
Public relations 53%

influencer marketing and public relations are less of
Popup shops NEGEG—17%

a priority for these companies in 2020 compared

. Corporate sponsorships =6CV
with 2019. 0%

Geo-fencing I 12%

“Others” include strategic partnerships, videos and —
Icensing I A
trade show exhibits.

Drops 2%

Other (please specify) Hoo 7%

m2020 ®m2019
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SOCIAL MEDIA CHANNELS

Luxury goods and services/expertiental companies
favor Instagram and Facebook social media channels;
however, their relative effectiveness differs markedly.
Facebook is rated much less effective (14%) than
Instagram (25%).

Next most effective channel, though less used relative
to Instagram and FB, is YouTube, rated by 8% as very
effective. Of note: Pinterest is far more used than
YouTube (58%) but rated about equally effective as
YouTube.

However, what is most notable in these findings is the
relative ineffectiveness of any social media channels.

Note: Only insiders that reported using each social
media channel rated its relative effectiveness.

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Social Media Channels Used & Rated Very
Effective by Luxury Goods &
Services/Experiential Companies

84% 83%

58%

44%
42%

25%

16%
14%

14%
3% 39
& 0%

Instagram Facebook YouTube Pinterest WeChat Twitter Snapchat

s Used === \Very Effective
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COMPARING SOCIAL MEDIA
USE & EFFECTIVENESS 2020
WITH 2019

Overall the trends in luxury goods and
services/experiential companies use of social
media has declined for Twitter, YouTube and
Snapchat from 2020.

Further the rating of the effectiveness of each social
media channel has declined from 2019 to 2020.
For example last year 33% rated Instagram very
effective; this year only 25% rated it the same.

While we would expect social media effectiveness
to increase as luxury companies become more
experienced in their use, we find the opposite.

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Social Media Channels 2020 & 2019

90%
84%g30,, 83%

81%

80%

70%

60%

50%

40%

26% ~ 30%

17%

33%
20%
10%

[
25%

30
Instagram Facebook Pinterest Twit/toer YouTube Snd@)¥¢hat

s Used 2020 s Used 2019 Very Effective 2020  emm===Very Effective 2019
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SUPPLIERS™ SIDE VIEW OF THEIR CLIENTS’
ADVERTISING, MARKETING & INNOVATION
STRATEGIES

This new series of questions asked
suppliers of advertising and
marketing service to luxury
companies about their clients’
about their advertising, marketing
and innovation plans.

© NAPEAN LLC AND UNITY MARKETING 2019 27



CLIENTS™ SPENDING
ON MARKETING
AND ADVERTISING

A new series of questions were included this
year just for suppliers to luxury goods and
services/experiential companies.

From the suppliers’ side, business looks good.

Some 42% of these companies expect their
clients to increase advertising and marketing
expenditures, compared with 37% who
expect it to remain the same. Only 22%
expect spending to decline.

* This compares with luxury companies’
expectations where 40% plan to increase
spending, 47% plan it to remain the same
and 13% plan to cut spending.

The average amount suppliers expect their
clients’ spending to change is 3.8% in 2020.

* This compares to an average of 7.1%
change reported by luxury companies.

In the coming year, will your clients spend more, less or the
same on marketing and advertising?

Only Suppliers to Luxury Companies (n=156)
0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

More 42%

Same 37%

Less

22%
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ADVERTISING MEDIA USED
BY CLIENTS COMPARED
WITH LUXURY COMPANIES

Overall the suppliers report a higher level of use of
all media than do the luxury companies surveyed.
Digital, email, print, mobile and direct mail all are
on the slate for over three-fourths of their luxury

clients next year.

Clients' Advertising Used Compared with Luxury
Companies

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

95%

Internet/digital advertising 85%
(o]

91%

Email marketing 82%

. .. 86%
Print advertising 75%

85%

Mobile 54%

77%

Direct mail /catalog 500
0

57%

|

Television/cable advertising 17%
o

. 52%
Outdoor /Billboards 16%

|

. 36%
Radio 13%

j

m Clients' Advertising Used B Luxury Companies' Advertising Used

© NAPEAN LLC AND UNITY MARKETING 2019 29



CLIENTS™ ADVERTISING
MEDIA TRENDS

Internet /digital advertising and mobile will be the
growth advertising media for the suppliers’ clients.
While email marketing will be slated for growth by
42% of their clients, more (51%) will be spending

the same.

Notably, a majority (55%) of suppliers report their
clients will back off on their spending in print
advertising in 2020. Television and radio will also

see more decline.

Overall the trends in suppliers’ view of their clients’
expected spending is not all that different from the
companies’ reported expectations.

Thinking of the different advertising media your luxury clients
use, will your clients invest more, less or the same in the coming
year?

Only Suppliers to Luxury Companies
0% 10% 20% 30% 40% 50% 60% 70% 80%

76%

Internet/digital advertising 22%
2%

68%

Mobile 31%
1%

42%

51%

Email marketing

7%

24%

Direct mail /catalog 43%

33%

16%

Radio 38%

46%

13%

31%

Print advertising

55%

13%

I

Outdoor/Billboards 55%

32%

. 9%
Television/cable advertising 36%
55%

B Spending More B Spending Same Spending Less
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OTHER ADVERTISING
STRATEGIES

Suppliers report that influencer marketing, websites
enhancements and collaborations are top on their
clients’ list from 2020.

Content marketing, special events and public
relations will also be important in their clients’ to-do
list.

Are any of these areas planned for your luxury

clients in the coming year?
(Check all that apply)

Only Suppliers to Luxury Companies
0% 10% 20% 30% 40% 50% 60% 70% 80%

Influencer marketing | 7 6%,
Website enhancements | — 7 4%
Collaborations | 7 3%
Content marketing | 69%
Special events, in-store events [ NNENGTNNNEGEGEEl. 68%
Public relations | 63%
Popup shops NN 26%
Corporate sponsorships [ NEGTNNGTINGNGEGEGEGEEEEE 25%
Geo-fencing [IINEGGEGEE 17°%
Licensing G 11%
Drops [ 7%

Other (please specify) M 7%
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SUPPLIERS" CLIENTS
COMPARED WITH LUXURY
COMPANIES ON OTHER
ADVERTISING STRATEGIES

From the suppliers’ perspective, influencer
marketing strategies, collaborations, content
marketing and public relations are significantly
more important than those strategies are from the

luxury companies’ perspective.

For those luxury companies, website enhancements

are their number one priority.

Suppliers' Clients Strategies Compared with
Luxury Companies

Influencer marketing

Website enhancements

Collaborations

Content marketing

Special events, in-store events

Public relations

Popup shops

Corporate sponsorships

Geo-fencing

Licensing

Drops

Other (please specify)

0% 10% 20%

17%

16%

17%

12%

11%

7%

7%
2%

1 ]

7%

3%

H Supplier Clients

30% 40% 50% 60% 70% 80%

44%

745

73%
50%

69%
44%

68%
47%

63%
41%

26%

25%

B Luxury Companies
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SOCIAL MEDIA CHANNELS

Suppliers to luxury companies report their clients
are relatively more engaged on the various social
media channels than do the companies themselves.
Further the suppliers report much greater
effectiveness for Instagram (54% reported by
suppliers compared with 25% by luxury
companies), Facebook (20% vs. 14%) and YouTube
(29% vs. 8%).

Perhaps this higher effectiveness rating is not
surprising because these suppliers are likely to be
implementing social media strategies for their
clients, so they are more likely to perceive their
efforts are more effective than their clients do.
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60%

50%

40%

30%

20%

10%

0%

Clients' Social Media Channels Used and Rated
Very Effective by Suppliers
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GROWTH CHALLENGES

This year the number one growth challenge for
luxury insiders is the changing ways consumers shop.
Nearly 60% identified this as their biggest
challenge. Next cause for worry is finding new
customers and the fact that customers today are
less willing to spend and trade up to luxury. Also
key challenges are millennials, price competition

and internet disruption.

On the next page we will look how their view of
challenges has changed in the past year...

What are the biggest challenge /s to growth in

the luxury market?
(Check all that apply)

(All' luxury insiders)

Changing ways consumers shop

Finding new customers

Customers less willing to spend

Millennials

Price competition

Internet disruption

Luxury has lost its meaning

Costs of doing business

Retaining existing customers/brand loyalty
Changing demographics

Changing channels of distribution
Advertising is less effective

Changing customer tastes

Competition

Adapting to different cultures in global luxury marketing

Innovation

m2020 ®2019
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GROWTH CHALLENGES
FROM 2019 TO 2020

Perhaps more telling about the state of luxury is
how luxury insiders’ perceptions have changed since
last year. The most movement year-over-year was
seen in the changing ways consumers shop, followed
by consumers less willing to spend, demographic
shifts, luxury’s loss of meaning and the fact that
advertising has been less effective.

Here is a comment from one of the insiders
surveyed:

“It is not so much that luxury has lost its
meaning, as it is that luxury has to evolve its
meaning. Now it is much more of an omni-
channel experience. It gives us the opportunity
to redefine luxury as a service or experience
vs. being simply an object of desire.”

Growth Challenges Changes from 2019 to 2020
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What efforts does your company make to

INNOVATION STRATEGIES innovate in the luxury marketf2

(Check all that apply)

0% 10% 20% 30% 40% 50% 60% 70% 80%

. . . 68%
Listen and actively gather input from customers %o/
0

Persistent scanning of news, industry trade sources and = 5%9/%
0

In order to stay ahead of the curve, the greatest other efforts to gather new insights 65%
. .. . . . Attend conferences, seminars, workshops where new ﬁsié/%
number of industry insiders actively listen to input ideas are shared b 24P°
from customers as well as persistently scan the news Homtoring social e o e e e, 5%,
for developments Qnd new ideas' Listen and actively gather input from company staff _34;%:%
The | Th .d f o d t f Consumer market research, surveys, focus groups, _3%00
Y aiso gq er 1aeas rrom Indus rY conrerences interviews and other market research efforts to learn... 3 K
Gnd monitoring SOCin mediq, While fC”- fewer Iis-'-en Engage consultants and other outside influencers to help . 2??(@/
generate new ideas 95
to Compdny Stqff or CondUCT formql mquet Competitive tracking and analysis m 33%%/
research to drive innovation. 100
Recruiting new staff to bring innovation ideas _ %ﬁb/o

29%

Formal organizational structure to support innovation ‘9‘§3%
ces o

through R&D, strategic planning, or other department

%
i trateg lyfics 17 %35
Big data strategies and analytics 22{% ()

] 0,
Other (please specify) B8 21;}70”’
o
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BUSINESS CONDITIONS IN LUXURY
INDUSTRY

How the luxury insiders rate
current and future business
conditions, both for the industry
as a whole and their companies.
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LUXURY MARKET BUSINESS . y

2020 Luxury Market Business Conditions
C O N D I T I O N S 2 0 2 0 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
S U M M A RY Overall business conditions in luxury market now 55% 20%

compared to a year ago

Overall luxury insiders view business conditions in the

luxury market about the same this year (55%)

compared with last year, with more (25%) seeing

business conditions worse this year (25%) than see them ow overel E’h“jn”;::f:rd:;:’"rlrr ';’:ery marker vl 47% 21%
improved (20%). As for next year, their assessment
turns more negative with 32% expecting conditions to
worsen and 47% expecting things to remain pretty
much the same.

Your company's business condition now compared to
. . | 20% | 40% 40%
As for their assessment of their company’s current year ago ’ ’ °

business conditions, they are more optimistic. Some
40% said business conditions for their company is
better this year than last and 45% expect their
company to improve next year.

How your company's business condition will change over N . ,
the next year 40% 45%,

However, their assessment of both the luxury market’s
business conditions and their own company’s have

turned much more negative than last year....
B Worse BEqual ®Better
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IMPROVED BUSINESS
CONDITIONS TRENDS
2017-2020

This year and next the luxury insiders surveyed are far
less optimistic about conditions in the overall luxury
market compared to their assessment in last three
years. In 2019, over 50% expected business conditions
in the luxury market to improve. However, this year
only 20% felt overall luxury market business conditions
actually improved this year compared to last.

Likewise their own company’s did not experience the
positive improvement expected. Last year in 2019
some 64% expected their own company’s business
conditions to improve this year. But only 40% reported

such improvement in this year’s survey.

Let’s unpack the results for each of these questions...

Business Conditions Improve Summary
2017-2020

0% 10% 20% 30% 40% 50% 60% 70%

20%

|

Overall luxury market business conditions better now 56%

compared to a year ago 41%

29%

21%

52%
47%

43%

Overall luxury market business conditions to improve
next year compared to this year

40%

56%
54%
48%

Your company's business conditions now compared to a
year ago

45%
64%

Your company's business conditions to improve new year
compared to this year

62%

m2020 ®m2019 =m2018 m2017
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LUXURY MARKET BUSINESS
CONDITIONS NOW

Compared to 2019 when 56% of those surveyed
felt business conditions had improved over the
previous year, this year the shift has been toward
the middle with 55% this year reporting business
conditions in the luxury market are about the same
as last year.

While business conditions in the luxury market
haven't gotten significantly worse — only 25% feel
luxury market conditions are worse now than a year
ago — only 20% feel conditions are improved.

Overall their assessment of current luxury market
business conditions were most negative in 2017
when 45% felt things were worse, which compares
with 25% this year.

How do you feel business conditions in the luxury
overall are now compared to a year ago?

0% 10% 20% 30% 40% 50% 60%

2020 55%

56%
2019

41%
2018

29%

2017

45%

H Better MEqual ®Worse
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LUXURY MARKET BUSINESS
EXPECTATIONS FOR NEXT
YEAR

In terms of next year, the luxury insiders’ view of the
overall luxury market has taken a negative turn. The
number who expect business conditions to improve has
dropped by more than half. Last year 52% expected
business conditions in the coming year to improve,
whereas this year only 21% expect improvement in the
coming year.

Further, nearly one-third (32%) expect business
conditions in 2020 to worsen compared with this year.
This is the highest share of those surveyed since 2017.

In the past three years of our survey, the greatest
share of those surveyed consistently believed that
luxury market business conditions overall would
improve over the next year. But in 2020 the largest
share (47%) expect business conditions to remain about
the same in the coming year compared with last year.

How do you feel business conditions in the luxury
market overall will change over the next year
compared to now?

0% 10% 20% 30% 40% 50%

2020 47%

52%
2019

47%
2018

43%
2017

H Better MEqual ®Worse
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COMPANY"S BUSINESS
CONDITIONS NOW

Looking at business conditions for their own
company, this year’s insiders are less positive than
they have been in the past. Only 40% this year
report business conditions improved, compared with
56% last year.

While a greater share (26%) of those surveyed in
2017 felt business conditions were worse that year
compared with previous year, still a fairly high
percentage (20%) this year said business was

worse compared with last year.

How do you feel business conditions for your
company are now compared to a year ago?

0% 10% 20% 30% 40% 50%

40%

2020 40%

2019

54%

2018 31%

48%

2017

26%

H Better MEqual ®Worse
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COMPANY"S BUSINESS
EXPECTATIONS FOR NEXT
YEAR

Luxury insiders remain optimistic about business
conditions for their own company in the coming year
compared to this year, but they are less optimistic
overdll than in previous years. In the last three
years, over 60% of luxury insiders surveyed
expected business conditions in the coming year to
improve. However, this year a sharply reduced
share of luxury insiders (40%) expect their
company’s business conditions to improve.

And a greater share than ever (15%) expect their
company’s business conditions to worsen next year.

How do you feel business conditions for your
company will change over the next year
compared with now?

0% 10% 20% 30% 40% 50% 60% 70%

45%
2020 40%

15%

64%
2019

10%

67%

2018
7%

62%

2017

11%

H Better MEqual ®Worse
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IT’S NOT
ABOUT IDEAS.
IT’S ABOUT

FINAL THOUGHTS

Hopefully this report has given you some new
ideas and inspiration. Now it is up to you to turn
those ideas into action.
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GET THE REPORT

You’ve read the descriptive research findings.

Learn more about what your peers — and your
competitors — are doing in response to the market
forces shaping the new luxury market in the final

report.

Get the prescriptive research in the final report,
State of Luxury 2020, with ideas and inspiration for
change and innovation in luxury brand marketing,

advertising, and sales.

This survey is the joint effort of Luxury Daily, The Home
Trust International and Unity Marketing.

Luxury Daily is the world’s largest luxury business publication. It is
part of Napean LLC, a New York-based publisher whose
portfolio also includes Mobile Marketer and Mobile Commerce
Daily, as well as allied conferences in addition to luxury events
and awards. Mickey Alam Khan is founder and editor in chief.
Web address: LuxuryDaily.com

The Home Trust International is a network of the finest resources
for luxury homes. Based in Palm Beach, FL and led by
Christopher P. Ramey, The Home Trust International is a by-
invitation only organization. Web address: Thehometrust.com.

Unity Marketing is a Stevens, PA-based market research firm
specializing in the affluent consumer. It is run by Pamela N.
Danziger, noted author, analyst and affluent expert. Web
address: UnityMarketingOnline.com

For enquiries to buy the complete report, please email
mickey(@napean.com or

pam(@unitymarketingonline.com
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