Luxury vs Necessity
Lessons from Lipstick, Candy & Disney
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White House calls AIG spa trip ‘despicable’

Executives went to resort days after government bailed company out

AlG Spa Trip Fuels Fury on Hill

Fressing Executives to Concede Mistakes, Lawmakers Blast Them About BEonuses

| After Bailout, AlG Execs Head to California Resort

Rescued by Taxpayers, $440,000 for Retreat Including "Pedicures, Manicures"

AlG blasted for $440K post-bailout junket
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Google Search for “Spa Luxury”
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Wellness

Reality
Management

Value
Solutions

Programs

OouT

Pampering
Escapism
Indulgence
Services

Sessions

Source: Wellness Summit, Oct. 2008
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Chinese word for “crisis”

+

Danger Opportunity
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“Luxury”

o “the state of great comfort
and extravagant living”

o “an inessential, desirable item
that is expensive or difficult
to obtain”

e “anurge, an absolute desire
to sin with the view to break
our daily routine and give us
the illusion of happiness if
only for an instant.”
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Evolution of Luxury

i REDEFI NI TI ON OF oL |

Late ’90s “New” Luxury
2000 “Mass” Luxury
2009 “Responsible”
Luxury
" R Beyond “REAL” Luxury
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Return to “Real” Luxury

RETURN TO OREALDO

Craftsmanship
Pedigree & Heritage
Sustainability
Origins of Materials
Production Process
Authenticity

...and the ultimate, TIME

catchOn

Marketing Communications



catchOn

Marketing Communications




LIPSTICK, CANDY & DISNEY: What they have in common?
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Claim to be “Recession-Proof”

Roots in Great Depression
Feel-Good Factor
“Affordable” Indulgences
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“Lipstick Index”

Great Depression:
25%increase In sales
2003 Recession:
11% increase In sales

“The evidence shows that when budgets
are squeezed, people simply substitute
large extravagances for small luxuries.”

Source: The Economist, Jan. 22, 2009

catchOn

Marketing Communications



Candy
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“Candy companies are relatively
recession-proof. During the Great
Depression, candy companies
stayed in business.”

Peter Liebold, chairman of Smithsonian Institution

Nestle 10.9 % increase
Cadbury 30% increase
Hershey 8.5% increase

Source: New York Times, March 24, 2009
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Candy

“Soothes the Soul”
“Lifts the Spirits”
“Flashback to Childhood”
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Disney

Tokyo Disneyland is forecasting
sales of a record US$4.2 billion,
Up 10%

Revenues up 8 % for the year, to
$11.5 billion

oOoHer e, recessi on S € €

Namie Katsunuma, Visitor, Tokyo Disneyland

Data from nzherald.co.nzDec 27th 2008 catch C) N
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escapism

“People need an escape from the
reality of recession, so they
are fleeing to forms of
entertainment that represent
the biggest break from their
experiences: crime novels,

etc....”
Newsweek, May 4, 2009

“ The feel-good phenomenon

really does exist.”
Mark Lawson, Cultural Commentator, BBC




escapism Worldwide Box Office

rose 5.2% in 2008

¢« .
Up 8 percent for the f]rSt Worldwide Box Office (US 3 Billions): MPAA, Nielsen EDJ, and Various Sources

10 weeks of 2009...
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proof that Americans are i 250 e
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Glickman, Chairman,
Motion Picture Association of America
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LESSONS Learned




TURNING “LUXURY” to “NECESSITY”

Forget “aspirational”
Aim for “relational”

RELEVANT & OMPELLINC
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“Relevant”

Appropriateness

Actual & Perceived Importance
Aligned with Needs & Wants
Active: Keeping Brand Current

Speaks to “Features & Benefits”

“Compelling”

Sense of Urgency
Drives actions & decisions
Immediate & Primal

Speaks to the “Emotionso
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Customer is King (or Queen)

oOoOur jJob is not to
~ for customers; it Is to understand
" and to tap into ho

'ireframing it for t

o~

Marc Pritchard, President, P & G
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GET DOWN TO THE “ESSENCE”
C

2

What exactly
are we selling?
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Lipstick

Features & Multi-shade selection; compact cases;
Benefits variety of textures & finishes
Beauty & sensuality
Emotional Affordable indulgence
Experiences Fee.l good factor
Fashion statement
Essence EMPOWERMENT
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Candy

Bite-size; compact; sugar & chocolate fix;

Features & colourful; variety o flavour s
Benefits
Nostalgia, Comfort,
Emotional oQui cC k. F i-Goad, Feel
Experiences Factor, [?ellght, Fun,
Surprise, Youth
Essence
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Disneyland

Features & Amusement parks; lovable characters;
Benefits timeless fairy tales
Magical experiences
Memories, Family,
Emotional Wonderment
Experiences Fantasy, Adventure
Essence
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Tiffany

Proprietary cuts; gemstones; co-branded

Featufes & designs; lifestyle accessories; store
Benefits -
experience
Love, Romance
Tradition, New York

Emotional Commitment
Experiences Heritage

Rite-of-Passage
Essence

FERTILITY
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Spa & Wellness

Hardware; innovative therapies;

Features & pampering treatments; wellness
Benefits programs; spa cuisine; fithess; yoga
Vitality, Tranquility
Escape, Discovery,
Emotional Indulgence, Harmony,
Experiences Beauty, Longevity,
Feel-Good Factor
Immortality?
Essence \ - Z
OAmortabityo
**Ti me magazine: OWhatds 20096 COTChG)m
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WE NS AN INDUSTRY ARE
STUCK IN A (CREATIVE) RUT!
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calm iresh yrayitalized

ranquility o frashed
rejuvenatlng vitality

amperin
renewal Pampering

wellness €SCape
relaxing
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Spa photography seems to
have been caught in a
terrible time warp of
dead bodies with stones
on their backs, bowls of
fl oating pet al
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Jo Foley, Freelancer,
House & Garden, UK
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Girl In Tub
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Women In Bed / Hands
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“The Ghost”
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BECOME A “LOVEMARK” BRAND
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http://www.gettyimages.com/detail/10130004/The-Image-Bank

oLovemar ks reach your heart
creating and intimate, emotional connection that you
canot |1 ve without. Ever . o

Kevin Roberts, CEO, Saatchi & Saatchi
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“Lovemark” - Enduring Brands

BRANDS LOVEMARKS
Low Love High Love
High Respect High Respect

B
PRODUCTS FADS
Low Love High Love
Low Respect Low Respect

Source: Saatchi & Saatchi
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Keys to Becoming a “Lovemark”
Mystery

Sensuality

Intimacy

Source: Saatchi & Saatchi o » ‘I’C h C) N
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Keys to Becoming a “Lovemark”

MYSTERY

People are drawn to what they
do not know

Complexity to relationships and
experiences

Starts with stories unfolding
through past, present and
future
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Keys to Becoming a “Lovemark”

transport us...

)

smell, touch and

taste are portals to emotions,

memories

lift us

)

Our senses work together to

Sight, sound

SENSUALITY
alert us
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Keys to Becoming a “Lovemark”
INTIMACY

Loyalty beyond reason

Empathy, commitment and passion
wrapped around a big idea

Often remembered long after
“features & benefits” fade away
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PRICE FOCUSED VALUE vs PRICELESS VALUE

Caution Courage
Short Term Long Term
Rational Emotional
Deliver Delight
Transact Connect
Calculation Empathy
Cut Commit

Saatchi & Saatchi
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Customer Expectations:
Compatibility of Opposites

Indulgence AND health
Shopping AND spending less
Luxury IS necessity
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love it...or lose it.

catchOn

Marketing Communications



