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As part of WPP, the world’s leading marketing
communications services group, and part of
GroupM, WPP’s consolidated media investment
management arm, we have access to the
richest data sets and most robust benchmarks
in the business, enabling us to identify the best
avenues for growth and unlock the potential

in every brand.

MediaCom is one of the world’s leading

media communications specialists, with

billings of US$13.5 billion (Source: COMvergence,
March 2019), employing 8,000 people in 125
offices across 100 countries. Its global client
roster includes adidas, Alibaba Group, Air
China, Dell, Mars, P&G, PSA, Richemont

and Shell.
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The story of how a new generation of Chinese
consumers are powering the global luxury
market has two sides but both start with a
generation that developed an appetite
for bags, shoes and high end clothing and
accessories as they watched skyscrapers and
fowers indelibly alter the landscape of their
cities and economies.

The luxury category growth in China is largely
dependent upon Millennials and GenZ, who
will account for 46% of purchases by 2025.
These buyers are confident, connected and
eager to self-differentiate after decades of
watching global brands from the sidelines.
Understanding the values and the energy
that drives these consumers cuts both ways
for luxury brand houses who want to maintain
their historical infegrity but meet a new culture
and a new world on new ferms.

MediaCom China, in collaboration with
KANTAR developed this edition of BLINK as a
large scale research blueprint to unlock the
formula needed for luxury brands to activate
their social media effectively for an audience-
first approach.

The findings decode what makes luxury
audiences share their experiences online and
takes into consideration the nature of luxury
audiences that are driven by videos and
images.

In order to build a complete understanding
of what makes luxury audiences tick on
social media, we utilised the latest Al image
recognition fechnology supplemented
with interviews from Key Opinion Leaders
(KOLs) and targeted focus group discussions
amongst Millennial and GenZ luxury
consumers.

In the following pages you will find 4 emergent
frends which are fueling growth for luxury
brands in China and 5 ways fo activate these
inspiring frends across social platforms using
MediaCom KANTAR's LuxeLens Social Solution
Toolbox.

| hope you find our research findings and
social media approach for the luxury space
inspiring. If you would like to discuss your
brands’ specific challenges and explore how
MediaCom can help with a future ready
social media approach, do not hesitate to
get in fouch with me.
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China pride
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Minimalism
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Luxury Brand Growth Drivers

Luxury brand consumption is thriving, showing
no signs of decline despite shrinking GDP
growth. Millennials & GenZ continue to exhibit
high investment in luxury brands in their
consumer habits and are expected to make
46% of all luxury purchases by 2025 (Source:
Bain & Co.) The size of the luxury audience
is a significant factor for this spend with an
estimated 29 million consumers of which 77%
are Millennials and GenZ, those born between
1980 to 2009 (Based on H3 2019 Sinomonitor
China middle class marketing and media study
2019).

Understanding this audience's behaviour
consistently leads us online, with 94% of
Millennials and 91% of GenZ active on social
media. China’'s luxury market today is worth
770 billion RMB today and set to double to
1.2trilion RMB (McKinsey's China luxury Report
2019). Therefore, it is crucial for luxury brands to
monitor, understand and master their consumer
behaviours and values in order to be future
ready.
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Chief among the critical new ground to cover
is the way that the luxury industry and their sales
and marketing journeys have been disrupted
by social media. Among luxury consumers,
social plays a key role throughout the path to
purchase. More than 90% of respondents in
the China Luxury Report 2019 from McKinsey,
received information via social such as key
opinion leaders and word-of-mouth, and even
the purchase action happening directly on
social platforms via social commerce, such as
WeChat mini-program pop-up stores.

These consumer behavior changes have
brought challenges to luxury brands. How are
they to understand the fast-changing and
new generation of luxury consumers who are
native social netizens? How does a brand
strike a balance between premium positioning
and engaging content? And what is the best
way to facilitate and constantly opfimize the
luxury consumers’' path to purchase2 We will
delve into each of these questions and more
later in this paper once we contextualise the
challenge.

4

0
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The Meaning of Luxury in China

The word “luxury” is defined by it's latin origins
as the indulgence of the senses, regardless of
the cost. In ancient Chinese culiure, luxury has
historically been associated with the desire
to acquire a small part of an imperial life and
hence an ephemeral sense of its grandeur.
When status as the exclusive priviege of royalty
declined - status through access to luxury
spread that privilege to those who were in
the very least, wealthier than others — allowing
some imperial privilege to be substituted by
materialistic wealth.

Today, the term luxury encompasses everything
from premium Fast Moving Consumer Goods
(FMCG) brands, which rely on wide distribution
yet aspirational appeal, to brands that define
themselves by their exclusivity.

Evolution of luxury in China

Market- oriented
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Economic I
Reform and
The end of ©Pen up
Cultural |
Revolution |
| Starting point of
I China luxury market

I
1 1 TO “GET RICH
1 |

1976 1978 1979 1992

In China, the concept of luxury follows global
patterns. It still begins with an acquisition of
increased material goods and conveniences
and evolves to a pursuit of classic brands with
global name recognition. With experience,
most of these consumers fransition from
externally focused “recognizable” products to
more internally focused products that provide
luxury experiences or feel like an indulgence for
the self.

This coincides with a shift from high profile
luxury recognition to lower profile luxury, from
older, classic luxury to younger, trendy luxury
i.e. Louis Vuitton vs Virgil Abloh and Off/White.
This provides experienced luxury consumers
sensation of being connected to new currents
and creative communities. A feeling of their
luxury being a form of self-expression, which is
understated and exclusive.
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Social Media in China

The Chinese language and culture at it's core is
built on a foundation of pictorial representation
of information, logographic. Unlike alphabetic
language structures in which there is a need
to memorize a handful of symbols or letters
and then construct words letter by letter,
symbolic language works in a completely
different way. It is largely context-based,
requiring the memorization of thousands of
symbols (pictorials) and the building of their
intricate relationships around the context in
which they are being used in each instance.
This distinct difference produces a manner of
information transmission that is particularly ideal
for a technologically enabled visual age of
communication.
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A picforial chronology of communication and information
fransmission; from the Oracle bone fo the Gif

Many luxury brands are relying on social media
to aftract new consumers while sometimes
unaware that the relationship goes both ways.
Knowing consumers are themselves often
arbiters to other consumers of what brands to
follow. Strong relationships with these arbiters
can help luxury brands reach a larger range of
different interests and sub-cultures motivated by
different consumer spending patterns.

The number of users and accounts on Chinese
social networks is extremely high so competition
for buyer aftention is strong. A robust social
media strategy that infegrates key cultural
arbiters would demand that brands offer “luxury
and premium” experiences to help define and
illustrate the specific feel of their brand. These
luxury experiences are a motivational driver for
young luxury audiences by being experiences
these consumers want to share to leverage
their own luxury influence.

Luxury KOLs can be key in helping brands
navigate what can also be complex ground.
Brands have fallen prey to stereotyping in
an effort to connect with audiences. This is
particularly dangerous in China where Chinese
consumers have a strong sense of pride in their
country and do not appreciate the exoticization
of Chinese culture. Formulaic approaches can
appear patronizing toward Chinese consumers
and can be a difficult marketing mis-message
to recover from. Product collaborations,
marketing materials and event planning
should all be, "at a minimum, validated by and
ideally co-created with local teams with a
deep understanding of cultural norms in those
countries." (Source: Forbes, August 2019)

From our face-to-face luxury consumer
interviews, we are now seeing an emerging
tfrend of luxury audiences sharing in “dark
social” (untrackable platforms), where search
queries, social search engines, search social
posts and private conversations are now done
in private. Based on H3 Sinomonitor data,
luxury is not a typical or usual topic to share with
friends. In fact, only 9.1% of our luxury audiences
choose to share luxury info. This reflects the
way many luxury consumers are eschewing
the digital overload, instead seeking discretion
in their sharing behaviour on social platforms
as part of their quest for more meaningful and
unigue digital experiences.
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Part of this experiential consumption, this feeling of connection is connected fo how digitally active
and engaged these consumers are. They are engaged with influencers and content stories that
narrate their luxury purchase journeys. The way luxury brands behave on digital and social platforms
will heavily influence which luxury items they buy. As a result there is a shift visible in luxury brands
moving media spends from traditional to digital media channels, particularly into social media. In
2019, luxury advertising expenditure in digital channels will increase to 35% from a total spend of
30% in 2017. Digital, which once accounted for 53% of luxury brands ad spend is expected to rise to
70% by 2019 according to Bain & Co's, What's Powering China’s market for luxury goods .

Brands are increasing their spending on various online and social media platforms, with many favouring WeChat

Digital
marketing
60%-70% WeChat

40%-70%

|

2018

2015 2018

Marketing spending split Digital marketing spending split

In China how luxury audiences behave on social plaiforms can differ greatly o general mass social
users.

Macro
influencers
(with high fan
base)

Branded ad
content “Useful”
information

Mass Sharing
(open sharing)

Glossy content
and visuals

From generadl
lifestyle topics

Mass Social

Micro
influencers
(highly engaged
fan base)

Highly specific
interest/
subculfural

Dark Social
(private
sharing)

Inspiration DIY
tips (emotional
inspired/ support)

Raw and real
confent

The online behaviour trends are partially driven
by legal issues surrounding luxury spending
regulations but more importantly by a maturing
sense of consumption and sophistication that
influences consumer lifestyles, philosophies and
branding trends. As a result, luxury brands need
to try harder to convince consumers; they need
to meaningfully substantiate luxurious value in
terms of culturally founded and empowered
branded strategies and activities.

These trends are why finding relevant cultural

context and activating effectively in social
becomes even more important. Coupled
with the way that Chinese luxury consumption
is evolving away from perceptions of social
upgrade to a more understated appreciation
for refinement and inner cultivation means
that luxury brands need to create content
and collaborate with influencers which luxury
audiences find most interesting — content which
is memorable, remarkable, emotional and
useful enough in order to entice “shareability "
and drive fo purchase.
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Decoding Luxury Social in China for Sustainable
Brand Growth

MediaCom China, in collaboration with KANTAR developed a large scale research blueprint

fo unlock the formula needed for luxury brands to activate their social media effectively for

an audience-first approach. The findings decode what makes luxury audiences share their
experiences online and takes info consideration the nature of a luxury audiences that is driven by
videos and images.

In order to build a complete understanding of the effect of social media on luxury we ufilised the
latest Al image recognition technology supplemented with interviews from Key Opinion Leaders
(KOLs) and targeted focus group discussions amongst Millennial and GenZ luxury consumers.

The result of this MediaCom Kantar collaboration is a robust and holistic understanding of the
context that a content strategy should be built on in order to mobilise all the tools at our disposal
in the right way. Enabling luxury brands to better connect with their consumers and drive brand
growth.

Meet EVA
Al powered Enhanced Visual Analytics system with semiotically inspired algorithm & parameters to
decode what's relevant for luxury consumers

Social media is one of the largest consumer databases in the digital world - thousands and millions
of content are being created by consumers every minute, creating an endless gold mine fo be
mined by brands to better understand their farget audience.
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With the evolving of technology, now finally it is possible to effectively decode consumer insights from
social images, the default medium for the luxury category. Powered by MediaCom and KANTAR,
LuxeSocial Decoder is a research system based on social listening, semiotics and image recognition.
A process involving 3 phases:

EVA was engineered by Al specialists and
semioticians to understand the equity that
brands and categories have in culture -
at scale. For this unique paper Kantar and
MediaCom collaborated to co-define
parameters and hashtags relevant to luxury
social media trends and threads. More than
23,000 pieces of user generated content
(UGC) was collected and clustered info
semiotically similar clusters by EVA and
prepared for semiotic analysis.

Luxury Mockery
2.16%
Extravagant Lifestyle
2.29%

Natural Beauty And Optimism
3.63%

Girly Heart
3.90%

Modern Interior Style
7.80%

Precious Sharing Moment
4.06%

Indulgent Food
5.01%

The Perfect Non-posing Pose
5.22%
Romantic Wedding Moment
5.45%

Sources: KANTAR

Cutting Edge Urban Discovery

We then used semiotfic analysis to further
refine content into clusters and to deep dive
info the associated meanings behind each
cluster. Findings were grouped into territories
and themes aftached to larger cultural frends.
To make this actionable MediaCom and
KANTAR collaborated fo distill the findings into
a formula which all luxury brands can use as a
guide to optimizing their content.

Luxurious Handbag

8.72% Precious In Hand

4.86%

Super Car
3.16%

Timelessness
2.37%

Celebrity Peek
4.54%

Exquisite Luxury Fashion
4.34%

Stylish Minimalism
3.97%

Trendy Luxury
2.93%

Exclusive Seascapes
6.69%
Western Classical Heritage
6.24%
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Identifying Impactful Content

In order to identify what constitutes content
that is impactful, we evaluate the semiotic and
cultural elements and look at content from
three angles: Residual, Dominant and Emergent
communication frends.

RESIDUAL generally refers to findings containing
meanings and expressions which have lost
momentum

DOMINANT findings refer to mainstream
meanings and trends that have become the
norm, what is normally regarded as the majority

EMERGENT frends are as the name suggests, the
new trends which have just started to find their
wayy info expression and social media.

The key to making content more impactful for
luxury brands is striking a balance between
what is effective in the dominant frends and an
appropriate emergent frend that matches a
brands’ strategy needs.

In the sections that follow we will expand on
these dominant to emergent frends with case
studies from brands who are already utilising
them. We also examine the unique factors to
be considered when luxury brands manoeuvre
in China'’s social ecosystem.

Residual Dominant Emergent
More
Outspoken
Luxury
Western Classical Timeless Heritage
Heritage
Luxury Wheels
Exclusive
Seascapes
Precious In Hand Stylish Minifnalism
Luxurious Handbag
Cutting Edge Urban
Discovery
Less
Outspoken
Luxury
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Phofo by Hunfers Race on Unsplash
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China pride

ze=n

HWRNE S CHE FOKTER

¢ T

Sources by TV show ‘the Nation's Sources by :hffps.//www.gucci.com/us/en/
greafest freasures’ st/capsule/chinese-new-year-collection

Sources by Versace VZﬁChal official account
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Minimalism

BALENCIAGA BALENCIAGA

Sources by Digitaling.com hffp.//www. Sources by hffp.//www.vancleefarpels. Sources by Balenciaga WeChat official account
digitaling.com/ comy/us/en/line/92/poefic-complicafions
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Human nature
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Sources by Digitaling.com hffp.// Sources by Luis Vuiffon WeChat official account
www.digitaling.com
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Niche experientialism

Sources by Branding Mag Sources by hifps.//www.vogue.co.jp/ Sources by hffps.//hypebeast.com/201%/7/louis-vuiffon-mens-fall-winter-201 9-
hffps.//www.brandingmag.com/ lifestyle/hofels new-york-pop-up
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Activating Across Social Platforms

Based on these emergent trends and
applications to social the question remains how
do luxury brands activate luxury content across
social platforms in China?2

MediaCom in collaboration with Kantar
have developed five rules of engagement
complemented with a product suite “LuxelLens".
Enabling Luxury brands to excel at social
content and driving sustainable growth.

1. Multiplicity & Optimization

We understand that consumer social
attention is fragmented. Decentralization and
diversification are not only prevalent in content
but also social platforms.

Luxury brands should consider establishing
mulfiple official channels on social networks to
enlarge their influence and should also develop
content that consumers are interested in based

on each platform’s strengths.

In order to optimize social resource, it's
important to understand consumer’s social
media behaviour for accurate targeting,
managing and distributing the right and
most relevant content across different target
consumer segments.
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2. The Right Influence

The Influencer is the key protagonist within sociall
media. They are the bridge between brands
and consumers. There are different categories
of influencers in China from Celebrity KOL (key
opinion leaders) to KOC (key opinion consumer)
and each of them creates their own impact in
different areacs.

Numbers of followers and capability of driving
traffic are insufficient evaluation criteria for
finding the right influencer. For example,
working with mega-influencers like celebrities
or top-tier KOLs can be helpful for brands to
generate awareness and build a reputation but
also working with niche mid-tier KOL and KOC

who represent the ethos of the brand can help
to reach core target audiences and deliver
engagement in specific categories.

Content creation for the luxury category has
never been easy. Creafivity, knowledge of col-
lection history, tone and manner all call for
both luxury category understanding and social
engagement know-how.

Thus, it is not realistic to have a one-size-fits-all
content creation solution such as a dedicated
‘copywriting team’. The right way is fo have
professionals to create content for professionals
in the same fields.
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3. Advanced Technology

Leveraging technology and innovation has
always been key in marketing, creating
opportunities to stand out from the crowd while
also establishing an image of the brand as a
trend leader.

In recent years, virtual influencers have been
a novel and interesting concept in China,
virtual characters can be vividly represented

and are a unigue interaction experience for
consumers. In addition, virtual influencers can
fransform consumers from spectators into
creators. For example, their clothing can be
directly informed by consumer’s feedback,
empowering consumers to a position of Key
Opinion Consumer.

Phofto by Marfin Sanchez on Unsplash /
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4. Integration of Online-to-Offline (020), Social

and Commerce

Online-to-offline integration has become a
significant trend in luxury marketing but it's
not only about driving on-line fraffic to off-line
purchase, it is also about creating channels that
advance brand exposure on social media, as
earned media. In an effort to feed the desire of
new consumers keen on all kinds of innovative
experiences and sharing them in social networks
we see many luxury bands compete to hold
various pop-up stores, exhibitions or out of home
activities to engage with young people.

However, luxury does pivot on scarcity and
experience. Utilizing digital strategies that
leverage mobile, social platforms, and big data
together with off-line marketing approaches
fo create a unique and exclusive experience is

critical.

The purchase behaviour of luxury products is
changing along with technology innovation.
Although offline is still the preferred luxury
sales channel for now, online luxury spending
is expected to grow year on year to around
10% in 2020 and around 12% in 2025.(Source:
McKinsey)

Also, online experience and offline purchase
are connected more often than ever, powered
by social and digital as a bridge. O20 (online
to offline) has become a popular approach
in luxury marketing. Well-designed social
experiences can not only facilitate online
purchase, but also drive traffic to offline sales
seamlessly.
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5. Measurement

The ultimate impact and ROI of a campaign
is the bottom line for advertisers. How to assess
the success of social media must begin with the
development of campaign objectives from the
beginning.

Social media will play different roles in different
campaign objectives. Therefore, it must
be targeted to the role played and set the

appropriate KPI for reasonable evaluation of
campaign performance. Moreover, we can
further consider using different methods to
evaluate its revenue impact and ROl which
would count upon mulfi-dimensional data
collection, data infegration between different
platforms and professional data comparison
analysis.
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The MediaCom KANTAR Luxelens Social Solution
Toolbox

The MediaCom KANTAR solution is powered through the LuxelLens Infeligence Centre, a consumer
database foundation including:

1. Always-on consumer data panel for tailored target audience group. Monitoring set audiences
social behaviours with intelligent visualisations through a dashboard solution;

2. Social listening command centre monitoring and analysing topics and consumer groups;

3. Historical performance benchmarks;

4. Media provided category benchmarks;

5. Traditional offline focus groups.

The MediaCom Social practice, established in 2012, works with over 35 clients in China and
is empowered by social know-how and proprietary social products providing a holistic
approach to your social media needs. We also leverage the scale and might of GroupM
to deliver optimal ROI. Because of this, we are able to create tailor-made social media
solutions for your various brands and target audiences that have one single goal: to unlock
growth for your business.
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KANTAR

SOCIAL IMAGING

POWERED BY EVA

Harness the power of User Generated Content,
Artificial Intelligence, Culture and Semiotics

Please contact Panos Dimitropoulos | Panos.Dimitropoulos@kantar.com to find out more

www.kantar.com



Learn more about finding growth.
Sign up fo our monthly newsletter:

If you are looking to decode desire for your brand
or interested to learn more about how MediaCom
can grow your business please contact:

HOWARD THOMPSON

Chief Strategy Officer, MediaCom China

21F, WPP Campus, 399 Hengfeng Road, Shanghai
Howard.Thompson@mediacom.com

In association with



