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EXECUTIVE SUMMARY

The  luxury  market is
experiencing a significant
transformation driven by
evolving consumer
preferences.

This  report summarizes
these key trends, focusing
on the rise of sustainable
practices, the growing
influence of millennials, and
the increasing importance
of digital experiences.

Understanding these
shifting consumer demands
is crucial for luxury brands
to remain relevant and
competitive in this dynamic
landscape.
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THE CONSCIENTIOUS
CONSUMER

Gone are the days when luxury solely equated to high price
tags and exclusivity.

Today's luxury consumer is environmentally and socially
conscious.

They seek brands that prioritize sustainability throughout
their supply chain, from sourcing materials to production
processes.

e A growing preference exists for brands with a focus on
ethical sourcing and eco-friendly practices
(Mergenthaler & Weinberg, 2019; Bain & Company,
2024).

e This has led to the rise of pre-owned luxury
marketplaces catering to a desire for second-hand
goods.

* Established brands are experiencing success by
adopting sustainable practices, resonating with this
environmentally conscious demographic.

f
tNorthStar
1

DATA INSIGHTS STRATEGY



MILLENNIALS RESHAPE
LUXURY: EXPERIENCES
OVER OWNERSHIP

Millennials, born roughly between
1981 and 1996, are a significant
force in the luxury market.

They prioritize experiences over

mere possessions and value
authenticity.

* Tech-savvy and socially
conscious, millennials  seek
brands that align with their
lifestyle and values (Kim & Kim,
2020).

* Luxury brands are responding
by leveraging digital
technologies for  targeted
advertising and social media
engagement.

* Experiential marketing
strategies are gaining traction,
offering unique and personalized
experiences beyond product
sales.

* Storytelling allows brands to
connect with millennials on an
emotional level, building brand
loyalty.
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THE POWER OF SOCIAL

MEDIA: INFLUENCE AND

INSPIRATION

Social media has revolutionized how
consumers discover and purchase
luxury goods.

Platforms like Instagram and
YouTube allow them to see
products in action, influencing their
perception and desire.

* Influencers and Key Opinion
Leaders (KOLs) wield significant
influence, promoting trends and
shaping brand image (Chan,
2018).

* Luxury brands are leveraging
this power to cultivate brand
loyalty and engage with
consumers on a deeper level.

* They create compelling content,
foster online communities, and
utilize storytelling through social
media platforms.
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THE RISE OF THE

METAVERSE-VERSES

The metaverse is gaining significant
traction as a new frontier for luxury
and premium brands.

According to latest forecasts, 25%
of consumers are expected to
spend at least an hour a day in the
metaverse by 2026 (CGX, 2024).

Luxury brands are exploring ways
to leverage the metaverse to offer
exclusive experiences, status
signaling, and personalized
interactions that traditional retail
and e-commerce channels cannot
match.

Some key ways luxury brands are
engaging with the metaverse
include:

* Monetization: Brands like Dolce &
Gabbana are creating and selling
digital luxury goods like NFTs

Customer Retention: Brands are
focusing on building long-term
relationships with customers
through the metaverse, rather than
just short-term gains.
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e Operational Efficiency: The
metaverse can enable seamless,
frictionless experiences that
integrate the physical and digital
worlds.

Research has shown that the
metaverse experience positively
affects consumer happiness with
luxury brands, with key aspects
being fantasies, feelings, and
fun(Jiang et al,, 2023).

As the metaverse grows, luxury

brands will need to carefully
navigate intellectual property and
licensing issues to extend their
strategies into the digital realm
(Lutzhoft & Hembt, 2023).

By embracing the metaverse, brands
can unlock value streams and find
new routes to creativity,
communities, and commerce
(Williams, 2021, Statista, 2023)
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BRAND EQUITY AND THE
POWER OF RARITY

While luxury goods command high prices,
their true value extends beyond
physical product.

. M m §
Brand equity plays a signit
encompassing the intangib 3
brand holds in the minds of/const

brand loyalty (Aaker, 1991}
Laurent, 1994; Longwell, 1994).

premium pricing_and cultivate a
customer base. But how does

equity?

In academic literature, ‘ra "

refer to goods with limited availability
within a specific market (Dubois &
Laurent, 1994).
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BRAND EQUITY AND THE
POWER OF RARITY

These products may be distinguished by unique attributes,
limited production quantities, or exclusive distribution
channels. Rarity fuels consumer desire and contributes to the
perceived value of luxury goods.

Here's how rarity strengthens brand equity for luxury brands:

Brand Image and Prestige: Luxury brands are synonymous
with exclusivity and desirability. By maintaining the
perception of rarity through limited production runs or
controlled distribution channels, brands reinforce their image
as purveyors of high-quality, exclusive goods. This bolsters
brand prestige and strengthens their aspirational value
among consumers.
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BRAND EQUITY AND THE
ER OF RARITY
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o Brand Trust and Credibility: Consumers increasingly -
. seek authenticity in luxury goods. Blockchain technology,
with its secure and transparent ledger system, offers a
potential solution. By leveraging blockchain to
authenticate and verify the rarity of their products,
brands build trust and credibility. This transparency
fosters long-term relationships with consumers and

strengthens brand equity. S ——___———y |

| « Brand Differentiation and Competitive Advantage: In a
crowded marketplace, maintaining a perception of rarity
sets luxury brands apart from competitors. Blockchain=
based authentication solutions further differentiate
brands by offering innovative ways to verify product |
authenticity. This strengthens their competitive
advantage and market positioning.

Brand Loyalty and Advocacy: Authenticity and rarity are
key drivers of brand loyalty. By consistently delivering
genuine, exclusive products verified through blockchain,
brands cultivate a loyal customer base willing to pay
premium prices and advocate for the brand. Positive
word-of-mouth and brand advocacy further enhance i
brand equity, contributing to sustainable growth &
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INVESTING IN RARITY: A
STRATEGIC DECISION

While maintaining the perception of rarity strengthens brand equity,
it's crucial to weigh the costs and benefits.

Implementing any form of technological innovation requires careful
consideration. Organizations need to conduct thorough cost-
benefit analyses to ensure a sound financial return on
investment.

This includes not just the technical costs but also the potential
impact on brand value and long-term customer relationships.
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