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PREFACE

th8.00 PM – the  8  of November 2016, came upon the 
ci�zens of India as a thunderbolt !! 

Some were bewildered ! Some confused ! Some 
exultant ! Quite a few were gripped by panic ! Prime 
Minister Narendra Modi announced the biggest ever 
demone�sa�on drive of India. The enormous  scale 
and its would be  effect or repercussions  had never 
been witnessed in any part of the world. In a bid to 
clampdown on black money, fake currency menace, 
terror funding and corrup�on, the government as of 
that hour , abruptly withdrew the validity of Rs 500 
and Rs 1,000 notes from public use !

Overnite the economy came to a screeching 
stands�ll – pundits prophesised absolute doom !! 
But that was not to be - the  move towards a digital 
and cashless economy significantly reduced the cash 
supply in the market. It is es�mated that during the 
two month period, 86% of cash (or Rs. 12.44 lakh 
crore), was withdrawn from circula�on.  In a country 
where an es�mated 90+ percent of transac�ons 
were cash based - this sudden  withdrawal  resulted 
in liquidity and discre�onary spending constrains, 
adversely impac�ng mainly the physical brick and  
mortar establishments across sectors.

The mo�ve was noble  and  perhaps in the long term 
– a  reformer  for a developing na�on like India. 
However, several industries were  adversely 
affected, one of them being Luxury.

THE LUXURY SECTOR 

The luxury sector in India has been growing 
consistently at approximately 20-25% PA for the past 
several years. Currently es�mated to be at 18.6 
billion dollars, es�mates projected by Mr. Amitabh 
Kant believe that it has the poten�al to touch $50 
billion by 2020 and $180 billion by 2025. The global 
industry has also an�cipated India as the next 
biggest  market.

Coming as a rude shock, this move may  threaten to 
slow down the consistent growth of the industry.

There is clearly a scep�cal sen�ment,as  most 
believe that the government policies are not 
too enthusias�c about luxury spending, 
however the financial think –tank , know they 
cannot kill their cash-cow sector !! 

India's foremost  iconic  luxury advisory  company LUXURY CONNECT, through a process of desk 
and  field research has carried out an  assessment on the ground reali�es of demone�sa�on 
through its educa�onal wing Luxury Connect Business School (LCBS). 

As an immediate impact of demone�sa�on, the poten�al luxury consumer has shown a clear trend 
of stalling his purchases. This has adversely impacted luxury business in the immediate short term. 
Most believe that larger implica�ons may not carry over  in the medium to long term. 

2017 Luxury Connect LLP. All rights reservedc
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RESEARCH METHODOLOGY

This report has been collated on the basis of field and 
desk research. 

Desk research consisted of ini�al informa�on 
gathering & primary data collected across publica�ons 
via the internet. These have been used for a be�er 
understanding of the economic approach and 
expecta�ons of the government.  

Further, research was collated through data analysis of 
survey ques�onnaire shared via field research through 
personal and telephonic interviews with store 
managers and top level execu�ves across the 
segments  of the  luxury sectors.

RESPONDENT PROFILE & RESPONDENT MIX 

Survey respondents have been carefully profiled   
across luxury sectors ranging from fashion, real estate, 
watches & jewellery, automobiles, opinion leaders, 
consultants & investors, home - interior & lifestyle, 
travel & tourism, wines & spirits, hospitality & 
restaurants;  beauty,  skincare & wellness . 

A typical respondent's profile  is:
   A C-suite level top management execu�ve of luxury 

firms controlling franchise opera�ons in India 
    Country heads of brands opera�ng in India.
  A store manager; brand manager and above of a 

luxury to premium brand with a minimum of five 
years of work experience in a senior managerial 
posi�on.

The survey ques�onnaire was shared with over 200 + 
execu�ves out of which 156 responses have been 
collated �ll the �me of carrying out the analysis.
A sector wise breakup of the respondent mix is as 
follows:

2017 Luxury Connect LLP. All rights reservedc
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DEMONETISATION IS A MOVE TOWARDS 
CASHLESS TRANSACTIONS : ANTICIPATED 
IMPACT ON THE LUXURY TRADE :

Demone�sa�on is a bold and difficult move towards 
making India into a cashless economy. It is an 
extremely brave - yet complex step - in a country ,  
where the majority of high or low value transac�ons 
are carried out in cash -  not only due to the parallel 
economy systems - but also due to the tradi�onal , die 
hard habits of  her  ci�zens. 

Luxury is typically dependant on cash transac�ons to 
meet its high value – high  �cket  customers . Ini�ally, it 
will be even more difficult to convert clients towards , 
cashless  transac�ons. 

Sectors which have been typically cash dominated,  
including luxury ,  are most likely to get affected.

Despite the popular belief  that the move is healthy for 
the economy in the long run the majority of her  
popula�on is not digital friendly & needs basic training 
in handling digital money. In addi�on, more than 50 
percent of Indian popula�on is not well versed with 
card transac�ons. 

18% of brand officials strongly agree and  50% 
agree that cash- less transac�ons would be a 
setback for the luxury industry 

Disagree

Neutral

Strongly Agree

Strongly disagree

Agree

Cash less transac�on: Agreement to set back in Luxury  

Negative 
73%

Neutral
20%

Negative Neutral

Positive
10%

Positive

Immediate impact of demone�za�on

Given Indian's propensity to deal in cash, 
especially when shopping in luxury malls and 
high streets, retail will see short-term impact 
on sales. 

The media has already reported how retail sales have 
dwindled in the immediate a�ermath of the 
government's announcement, and how millions of 
new users are registering on portals offering digital 
payment services.

73% of the industry professionals voiced that 
the immediate impact on their sales has been 
nega�ve.

QUANTUM OF NEGATIVE IMPACT – DIP IN 
IMMEDIATE SALES

41% o of the business owners have reported a 
sales dip ranging between 20-40% in the 
immediate a�ermath of demone�sa�on. 

 

50 %
18 %

20-40%, 
0-20%, 

40-60%, 
60%, and
above, No Change

 

0 1 2 3 4 5 6

Dip in sales

41

38

14 10 10
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LONG TERM IMPACT ON SALES & GROWTH

In the general consensus, it  is of  no doubt , that 
demone�za�on is a great move for a be�er future of 
India  and her  economy. Respondents  and  people at 
large, truly believe that it will help in increasing the  
flow of money, resul�ng in increased purchasing power 
in the very near future

41% of the respondents believe that the long 
term impact of demone�sa�on is 'Posi�ve' & 
will result in an overall growth for the Luxury 
sector. 

OUTLOOK TOWARDS EXPECTED BUSINESS IN 
2017

The general opinion of the Industry is that it will take 
some �me for the business to adjust to so many 
economic reforms, but the sector can an�cipate a 
growth in future. 

40% respondents an�cipate a growth, 35% 
predict it to remain the same as last year while 
only 25% an�cipate a drop in business.

27 %

32 %
41%

Nega�ve

Neutral

Posi�ve

Long term impact of demone�sa�on

An�cipate 
a drop 25%

Remain 
at 

same 35%

An�cipate
 Growth

40%
An�cipate 
a drop 25%

Remain at 
same 35%

An�cipate
 Growth

40%

An�cipated Business growth in 2017

In general, most luxury brands follow ethical business 
prac�ces and conduct themselves fairly. Majority of 
them also claim to be transparent in their mode of 
transac�ons. 

55% of respondents claim to have had an equal 
mix of cash and  card transac�ons.

USUAL MODE OF PAYMENTS - PRIOR
TO DEMONETISATION

An Equal Mix, 55

Majorly card, 40

Majorly cash, 27

Mode of payment before demone�sa�on
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INCLINATION  TO  ADOPT  DIGITAL  MODE

Post demone�za�on, acceptance towards digital 
transac�ons seems to be se�ng in. Customers and 
retailers are adap�ng towards  the same. Malls have 
reported increased usage of not only credit / debit, but 
also e-wallets, especially towards the last  EOSS. 
Further, the special incen�ve offers of cash back by 
banks and other fin-tech start-ups are hugely 
encouraging the switch.

56% of sellers believe that the switch towards 
plas�c money is definite.

MEASURES TAKEN BY RETAILERS TO ARREST 
SLOW DOWN DURING DEMONETISATION

Demone�za�on has resulted in visibly reduced 
foo�alls in shopping malls, high streets, restaurants 
and even cinema halls. However, this effect was 
temporary and  has turned around in a few weeks post 
the  increase  in  currency circula�on.

During the lull period, most of the brands adopted 
various strategies to counter the nega�ve sen�ment. 
Ranging from seeking rent reduc�on from land lords to 
enhancing service standards to even offering lower 
priced brand extensions and discounts.

Direct discoun�ng seems to be the most 
popular method as adopted by 33% of the 
retailers. 

Not sure, 10

Slightly, 45

No, 11

Yes, 56

Not sure

Slightly

No

Yes

0 10 20 30 40 50 60

Switch to digital mode of payment

Bundling
 

Cant 
Say Rent 

reduc�on

Brand 
Extension

Enhanced
 Service

Discoun�ng

8% 11% 14% 15% 19% 33%

33% Brands adopted discoun�ng to prevent slowdown 

 MOST TO LEAST IMPACTED SECTORS
On a qualita�ve percep�on basis, respondents when 
asked to share their opinions on 'Most to least 
impacted sectors', the highest score went in favour of 
Jewellery and  watches , followed by real estate; 
fashion ; lifestyle and so on.

While the impact is felt more so by traders, 
some sectors in the luxury segment were 
impacted more than others. They will also take 
much longer to revive. 

In general opinion, Real estate, Automobile and  
Jewellery have been the most impacted sectors as 
compared to others in the luxury industry. 

Luxury Real estate is perhaps the worst affected 
sector since demone�za�on. The sudden crackdown 
on “” black money””-- a severe hit has been felt at 
ready, under construc�on and even land transac�ons. 

The rate of home sales and also land prices has 
plummeted downwards by as much as 25%.

Luxury Automobiles as a sector has undergone a huge 
direct effect as well.  Vehicles sales in India are down to 
a 16 year low with total sales declining by 18.66%. 
Dealerships across the country have reported a dras�c 
dip in walk-ins and enquiries. 

This dras�c dip in demand is even more pronounced in 
the luxury car market !!

51%

Realesta
te 30%

Jewelle
ry 51

Automobile
 8%

30%8%

Highly affected sectors by Demone�sa�on
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Jewellery & watches is perhaps another badly  hit 
sector resul�ng in dras�c changes in the wake of 
demone�za�on. 

Sales have been hit adversely by as much as 70% and 
have caused a drop in the overall business. The prices 
have seen a downward trend too.

Further, the survey es�mates that short term 
instability may occur in the sectors of fashion 
retail, restaurants & hospitality, spa & resorts; 
consumer durables; wines & spirits and higher 
value luxury goods including weddings & 
events. 

ECOMMERCE GAINING ADVANTAGE OVER 
PHYSICAL  LUXURY  STORES 

Digi-Lux has been a controversial, yet rapidly 
expanding phenomenon. 

In India, it has taken the back door entry via innova�ve 
models-developed by entrepreneurs  and   business 
owners alike. Recent entry by the Tata group in 
partnership with Genesis group has added wings to 
the category accelera�ng the shi�.

51% of respondents agree that the shi� is 
apparent with demone�sa�on ac�ng as a 
natural catalyst to the growth in digi-lux 
purchases. The key reason for this shi� can be 
a�ributed to factors of convenience and 
availability of supplies to �er II and III ci�es. 

However, respondent brands also believe that a luxury 
consumer s�ll prefers visi�ng the store to touch and 
feel the product. 

IMPACT OF SEVERE PENALTIES ON CASH 
TRANSACTIONS OVER 2 LAKH

Purchases made in cash exceeding Rs. 2 lacs  will 
a�ract a 1 per cent TCS. Besides, a severe penalty 
equal to 100% of the transac�on amount has been 
imposed as an addi�onal embargo.  

This has led to a nega�ve sen�ment. 
Government policies seem to discourage 
luxury purchases. 46% respondents confirmed 
slowdown because of this norm.

Social businesses like Weddings, Events and Banquets 
in hotels have been hugely impacted by this. This has 
also resulted in increased sales of luxury items falling 
in 50k-2.5 lac bracket as shared by the shop owners. 
Hotels are adop�ng measures like -- breaking up the 
bill into smaller  billing values and under various heads 
-- for the customers. 

GST AND LUXURY
st

GST is to come in opera�ng effect wef 01  July 2017. 
There is widespread confusion, an�cipa�on, fear for 
the unknown and uncertainty all around. GST is likely 
to make tax structures more transparent, relax the 
business environment and generally simplify if not 
reduce the tax regime. Will it act as a catalyst in early 
recovery from slowdown due to demone�sa�on ?  
This  remains unclear!!

Due to confusions, ambiguity & lack of clarity, 
33% believe GST will help in the recovery 
process, 47% are unsure & 20% have no 
opinion.

2017 Luxury Connect LLP. All rights reservedc
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No
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22%

32%

46%

Slow down due penal restric�ons & limit on cash transac�ons   

17%

32%

51%
Yes

No

Cant Say

Switch  towards E- commerce   

Will GST help in faster recovery ?

20%

33%

47%

Yes will help

No opiniom

Unsure
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CONCLUSION

There is no doubt that demone�za�on has been  a 
great move, as endorsed by the world's leading 
economists, for a be�er future of the Indian 
economy. The drive indeed has brought about 
mul�fold  changes in the economy, impac�ng various 
industries in myriad  manners. The liquidity squeeze 
caused by demone�za�on albeit short term, will have 
a nega�ve impact  for some  sectors,  which have 
been tradi�onally involved in  a high level of cash 
transac�ons. 

Luxury too has been  impacted. Through this survey, 
major related aspects have been examined by taking 
into considera�on media reserched ar�cles and 
actual inputs of various thought leaders, leading 
professionals and opera�ng execu�ves across the 
luxury industry .

All luxury sectors an�cipate facing inconvenience and 
short term instability. The industry however,  is highly 
op�mis�c and  hopeful that , a  few months down the 
line, increased flow of money will enhance the 
purchasing power -  resul�ng in be�er spends  in the 
luxury business. Major slowdown in luxury spending 
is expected to last for the next 3-4 months.

In general opinion, Real estate, Automobile and  
Jewelery have been the most impacted sectors as of  
now. These are the markets that are dominated by “” 
black money “” incidence by investors rather than 

actual end users. Number of transac�ons have 
reduced. This in turn, has lead to low demand -- 
resul�ng in lower prices. 

Reduced foo�alls are a passing phenomenon  -  
brands can an�cipate normalcy very soon.

Importantly, the fact that retailers will encourage 
alternate/ digital payment solu�ons will help the 
marketplace become more transparent and 
structured.  This bodes well for this business.

It is important for business owners to realize that the 
current situa�on demands for strong survival and 
sustainability ins�ncts. Aspira�onal brands could sell 
emo�ons that makes customers want to embrace  
them and remain loyal. In this sphere ,  the emo�onal 
connect between the brand and the consumers will 
play a major role. In these difficult �mes, brands are 
seeking educated and trained  professionals - those  - 
who  can add emo�onal value crea�on to the 
business. 

There is a whole lot of ambiguity with regards to GST, 
cash restric�ons and general statutory environment. 
Most brands wish to adopt a wait and watch 
approach.

As Sam Walton so o�en said – Capital is not scarce , 
vision is !!

10
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Posi�ve growth indica�ons suggest a an�cipated recovery commencement from Summer of 2017 
(July onwards),  leading to a complete and full recovery by the winter season i.e end of year 2017. 
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