
Luxury experiences are becoming at least as important as high-end goods to consumers. “Money spent on restaurants,

travel and carousing can leave you with the most inflation-proof of assets: memories,” Financial Times columnist Janan

Ganesh wrote recently.1 And people, especially millennials and the youth of Generation Z, are devoting themselves ever

more to creating such memories.

As such activities take up an ever larger fraction of consumers’ disposable incomes, not only will luxury goods

manufacturers and service providers have to adapt, but so too will most other companies operating in the premium brand

arena, according to experts from the Pictet Premium Brands strategy’s Advisory Board (AB). In part, this means offering

bespoke luxuries – something the digital age facilitates by making it easier to better tailor goods and services to

customers, be it through social networks or rapid prototyping and manufacturing in speedy, in-shop mini-factories.

Indeed, shopping habits are becoming more experience-oriented.

Premium service

As increases in consumers' disposable income supports demand for luxuries, tastes are also changing. Consumers are

increasingly looking for experiences in preference to goods. So even where budgets aren’t growing, there has been a

move to spending a bigger portion of what's available on services.

For example, in the US, the proportion of household budgets spent on services rose by half a percentage point to around

18.4 per cent in  the decade to 2015, while spending on goods dropped a percentage point to just under 16 per cent over

the same period.2
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This divergence can be seen most clearly among the young, such as in millennials’ preference for experiences over luxury

goods.

And the experiences they're seeking are increasingly high-end, AB members said. For example, premium travel is

projected to grow at a rate of 6.2 per cent a year over the next decade against a 4.8 per cent annual rise in overall travel

during the same period, according to Amadeus, which provides IT services to the travel and tourism industry.

On top of the usual rental car and hotel room upgrades, holidaymakers are seeking out niche experiences like culinary or

wine-tasting vacations, wellness holidays, and multi-generational family trips.

 

Youthful experience

Family holidays, whether as large groups or simply grandparent-grandchild or one parent one child trips, are also

increasingly popular. And the young are particularly influential in shaping the nature of these family trips. Rather than

sticking to the same old destinations and traditional hotels, their hunger for unique or different experiences that they can

then share on social media has fuelled demand for unusual destinations, active adventures and a preference for boutique

or private residences. Extended families that include seniors and small children place greater importance on comfort, be

it in transportation or hotels.

At the same time, those who travel for work are extending their trips to include a few days of holiday, often with spouses

and partners. Some 60 per cent of business travellers have taken these so-called “bleisure” trips with more than half of

those adding two days of holiday when away on business.3

The China shift

WHO SPENT IT?
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The US dominates luxury travel – in 2015 there were 12 million domestic first class flight bookings by North Americans

compared with less than half a million for the next-highest region, Europe.4 But North America’s lead in international first

class bookings, is narrowing and liable to be eroded further if demand in other regions grows as forecast – Amadeus sees

North American luxury travel growth at just over 6 per cent per year through to 2025. By comparison Southeast Asian

demand is expected to expand at 8 per cent a year and South Asian at nearly 12 per cent. China is expected to grow at

12.2 per cent, a slower pace than in the past but still one of the fastest in the world.

What makes the Chinese overseas travel market special is that it is changing dramatically. Holidaymakers from China are

spending less on goods and more on experiences, which, for example, means better hotels and gourmet food – they are

also much more open to world cuisine than they used to be. Two-thirds of Chinese travellers are millennials, aged

between 15 and 35 years old. We expect the 74 million Chinese college students graduating over the next decade to

further swell those ranks, further boosting demand for aspirational experiences. 

 

Chinese travellers are also shifting from group tours to individual travel, which means they’re organising themselves

differently. This is particularly true of the young: three-quarters of China’s independent tourists are between the ages of

25 and 44.5 They’re planning their individual journeys based on the experience they want to have, which makes what they

can find online – their primary means of searching – key. 

This dramatic change in Chinese preferences has occurred over a very short period.

A few years ago, the Chinese went abroad primarily to buy luxury, branded goods. They hardly cared about the hotels they

stayed in as long as the price was right. That's no longer the case. Now that they have been abroad, bought high-end

goods, and become more knowledgeable, Chinese consumers can devote more time to experiential aspect of travel. The

harmonisation of goods prices worldwide and lower tariffs, which have made it easier for the Chinese to buy premium

foreign goods at home, simply reinforces this trend.

Firms will have to respond
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The move from luxury goods to premium experiences is a challenge for all premium consumer companies. For instance,

luxury hotel chains will need to ensure they do more than just provide comfortable rooms and efficient service. They’ll

also need to focus on offering a unique all-round experience to their guests, including tailor-made excursions, facilitating

sports and providing added value, such as lectures and other cultural events – while also ensuring they remain socially

responsible and environmentally friendly.

But it is the luxury goods brands that face the biggest challenge. Consumer enthusiasm for prestige brands fades as they

become more widely available.

So how do companies in the premium brand sector adapt to a world where people favour individualisation and

experience? They need to become more bespoke. They need to to create loyalty programmes, communities and clubs,

and a sense of belonging. They need to be able to personalise their goods, offer private shopping, concierge services,

even experiences unrelated to what people are buying – a night at the opera, for instance, or a special concert. All the

brands right now are having to move in this direction, even the most powerful ones.

For example, some of the top car makers have racetracks where drivers can legally push their high performance road cars

to their limits. Nike offers a playlist for runners designed to match their heart-rate while Louis Vuitton has VIP apartments

available to premium customers where they can shop privately or just relax while their goods are being personalised.

At the same time, premium brands are being confronted by the growing influence of social media. Instagram, Twitter and

Facebook stars are becoming ever more important as sources of information and arbiters of taste. These “influencers”

are particularly effective in China. It’s not uncommon for their livestreaming sites to have integrated payment systems so

that their followers can buy the product being discussed in real time with the touch of a single button.

The nature of luxury is changing. Premium goods no longer represent the pinnacle. Consumers increasingly demand

premium experiences. Industry needs to adapt to these new needs.

[1]  https://www.ft.com/content/c9568af2-3bbb-11e7-ac89-b01cc67cfeec

[2] US Bureau of Labour Statistics

[3] “The Bleisure Report 2014,” Bridgestreet Global Hospitality

[4] http://www.amadeus.com/documents/future-traveller-tribes-2030/luxury-travel/shaping-the-future-of-luxury-travel-report.pdf

[5] https://jingdaily.com/how-chinas-independent-millenials-are-transforming-global-travel/34713/

Premium Brands at Pictet Asset Management

How do companies in the premium brand sector adapt? They need to

become more bespoke...They need to be able to personalise their goods,

offer experiences unrelated to what people are buying. ”

“

Our Premium Brands strategy invests exclusively in high-quality, sought-after

goods from three main categories: experiential luxury; healthy living; and

aspirational goods.

•

These include seven sectors: travel; food and spirits; health and wellness;

cosmetics; sporting goods; luxury and retail; and vehicles.

•



Important legal information

This marketing document is issued by Pictet Asset Management. It is neither directed to, nor intended for

distribution or use by any person or entity who is a citizen or resident of, or domiciled or located in, any locality,

state, country or jurisdiction where such distribution, publication, availability or use would be contrary to law or

regulation. Only the latest version of the fund’s prospectus, the KIID (Key Investor Information Document),

regulations, annual and semi-annual reports may be relied upon as the basis for investment decisions. These

documents are available on assetmanagement.pictet.

This document is used for informational purposes only and does not constitute, on Pictet Asset Management

part, an offer to buy or sell solicitation or investment advice. It has been established on the basis of data,

projections, forecasts, anticipations and hypothesis which are subjective. Its analysis and conclusions are the

expression of an opinion, based on available data at a specific date. The effective evolution of the economic

variables and values of the financial markets could be significantly different from the indications

communicated in this document.

Information, opinions and estimates contained in this document reflect a judgment at the original date of

publication and are subject to change without notice.  Pictet Asset Management has not taken any steps to

ensure that the securities referred to in this document are suitable for any particular investor and this

document is not to be relied upon in substitution for the exercise of independent judgment. Tax treatment

depends on the individual circumstances of each investor and may be subject to change in the future. Before

making any investment decision, investors are recommended to ascertain if this investment is suitable for them

in light of their financial knowledge and experience, investment goals and financial situation, or to obtain

specific advice from an industry professional.

The value and income of any of the securities or financial instruments mentioned in this document may fall as

well as rise and, as a consequence, investors may receive back less than originally invested. Risk factors are

listed in the fund’s prospectus and are not intended to be reproduced in full in this document.

Past performance is not a guarantee or a reliable indicator of future performance. Performance data does not

include the commissions and fees charged at the time of subscribing for or redeeming shares. This marketing

material is not intended to be a substitute for the fund’s full documentation or for any information which

investors should obtain from their financial intermediaries acting in relation to their investment in the fund or

funds mentioned in this document.

EU countries: the relevant entity is Pictet Asset Management (Europe) S.A., 15, avenue J. F. Kennedy, L-1855

Luxembourg

Switzerland: the relevant entity is Pictet Asset Management SA , 60 Route des Acacias – 1211 Geneva 73 

 

 

Many of these prestigious brands enjoy powerful market positions, high customer

loyalty, healthy balance sheets, superior profitability and strong pricing power

relative to their competitors.

•

https://am.pictet
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