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oduction

It is with great pleasure that we present the tenth edition
of the KPMG report on the luxury goods market in Poland,
marking a jubilee of this publication. We are pleased to
have been able to observe the Polish luxury goods market
and the changing perceptions of luxury by Poles for a
decade. To highlight this round anniversary, we decided
to conduct a survey to explore how luxury is perceived

by three generations of Poles: Millennials, Generation

X and Baby Boomers. Additionally, we have attempted

to analyse how the perception of luxury in Poland has
changed over the last decade, comparing the respondents’

answers with previous editions of our report.
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yy We Delieve that our report will provide you with many valuable insights and inspire
further research. And on the occasion of the tenth anniversary of our luxury goods
market report, we would like to wish you, and ourselves, ten further editions and a
touch of fuxury in everyday life.”?

previous years, we continue to observe an
ihcreasing number of wealthy people, earning over
PLN 7.1 thousand gross per month. Thanks to a
strong economy and dynamically rising salaries, this
number exceeded 1.4 million in 2018. Interestingly,
out of all groups of high earners, the fastest growth
was recorded among taxpayers earning over

PLN 1 million gross per year.

As Poles grow more wealthy, the luxury goods market
expands: according to our estimates, it will be worth
over PLN 25 billion this year. Premium and luxury cars
continue to be the largest segment. Worth noting is

the category of hotel and spa services, with a value

potentially rising by as much as 11.7% vyly.

ANDRZEJ MARCZAK TOMASZ WISNIEWSKI
Partner, KPMG in Poland Partner, KPMG In Poland
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are deflned as any goods (|nc|ud|ng

a5 serVIees) bearlng a brand commonly
L | e, conS|dered to be luxurious on a
particular market, or - ones that acquire'

a luxury qha'racter given their specific

o

: A ‘*. ,characterlsncs (umqqeness, high prlce).

HIGH-EARNING/AFFLUENT
INDIVIDUALS

— earning a gross monthly income

RICH INDIVIDUALS-earning a gross
monthly income
VERY RICH INDIVIDUALS

— earning a gross monthly income

MILLENNIALS — people aged 18-35
GENERATION X — people aged 36-50

BABY BOOMERS — people aged 51+
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The number of rich Poles in 2018 exceeded
234 thousand, of which nearly 67 thousand

were very rich. Most people from the former
v peop The total value of the luxury

lived in the Mazowieckie, Slaskie and
group lived in e zowileckie QS e an goods marketin Poland in

Wielkopolskie voivodships, while the latter .
! P e vo s, wh 2019 will amount to approx.

group mostly inhabited the Mazowieckie, - .
PLN 25 billion. In comparison

Matopolskie and Wielkopolskie voivodships. . . .
with the previous year, this marks

an increase by 5.4%.

In 2018, the number of affluent Poles

exceeded people, which is approx. h
235 thousand more than in the previous year.

According to our estimates, there may be

people in Poland earning

Asfin previous years, luxury and

over PLN 7.1 thousand gross a month in 2022. . .
premium cars continue to be the

In 2018, Poland had more than 32 thousand

largest segment, accounting for nearl
people earning above PLN 1 million gross 9 9 9 Y

. . two thirds of the total market. This
per year, most of them in the following

ear, the value of this segment ma
voivodships: Mazowieckie, Wielkopolskie Y 9 Y

h PLN 16.3 billion, which
and Matopolskie. This is also the fastest reac Hion, which means

an increase by 7.7% compared to 2018.
growing group (+38.4% yl/y). v ’ P
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and spa services are among the
gst growing segments of the luxury
goods market. By 2024, this segment may
increase by as much as 58%, reaching a

value of PLN 2.2 billion.

Two thirds of those surveyed with

a monthly income in excess of

PLN 20 thousand gross stated that they
spend more than 11% of their annual

income on luxury goods on average.

youngest consumers purchase luxury
goods much more often than people aged
51+. Buyers aged 18-35 are more likely than
other groups to choose luxury clothes and

footwear.

Unlike Generation X and Baby Boomers,
Millennials purchase luxury goods mainly
over the Internet. They are more likely

to follow their favourite brands in social
media such as Facebook, YouTube or

Instagram.

Poles perceive luxury primarily in the
light of brand prestige; they also attach
importance to the quality and appearance

of products.
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A good economic situation, low unemployment rate as well as dynamically
rising salaries and wages translate into a growing number of affluent people.
In 2018, the number of taxpayers earning over PLN 7.1 thousand gross per
month increased by 235 thousand, i.e. up by as much as 19.6% compared

to the previous year. There has been also an increase in the number of rich
people, with a gross monthly income above PLN 20 thousand, and very rich

Poles, earning above PLN 50 thousand gross per month.
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The tatal gross income earned by afflugnt Poles in 2018 amounted to PLN 319 billion, and their
number reached 1,434 thousand, of which 1,039 thousand were paying their taxes an the hasis
of the progressive tax scale, while 396 thousand were paying a 19% flat-rate tax. According to
our gstimates, the tatal number of affluent Pales in 2019 will amount to 1,681 thousand and their
total income Wwill increase by 12.6% to PLN 359.2 Dillion in comparison with 2018. We estimate
that the number of afffuent Poles will increase significantly also in the future: in 2022, this
group might reach 2 miflion people, and their total income will hit the mark of PLN 512.8 billig o
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The following definitions were introduced in this report:*

HIGH-EARNING/AFFLUENT INDIVIDUALS

A

—

—earning a gross monthly income over PLN 7.1 thousand** NUMBER OF

RICH INDIVIDUALS -earning agross monthly AFFLUENT PEOPLE
income over PLN 20 thousand IN POLAND
VERY RICH INDIVIDUALS-earning agross (IN THOUSAND,

monthly income over PLN 50 thousand P - PROJECTED)

Source: KPMG in Poland based on
Polish Ministry of Finance data

P14 2018 0% s 2016 00 1 208p  2020p  202p 2022p

* The terms ‘affluent;, ‘rich” and ‘very rich’ refer only to the monthly gross income
earned and are not equivalent to the total wealth and assets owned by people

classified in these categories. . Taxpayers earning over PLN 7.1 thousand gross per month, paying a flat-rate tax at 19%
** For the needs of this report, it was assumed that the affluence threshold is set
at the level of annual taxable income falling into the second tax bracket in Poland . Taxpayers paying a progressive tax (falling into the so-called “second tax bracket” of 32%)

(currently from PLN 85,528 per annum, pre-tax).
. Total gross income



The key factors for the luxury goods market

nclude the number and the income of rich

ndividuals, with a monthly income exceeding
PLN 20 thousand gross, and those who are very
rich, earning above PLN 50 thousand gross a
month. Last year, the former group included
234.4 thousand taxpayers (up by 20.6% y/y),
and the latter group consisted of 66.7 thousand
people (up by 33.5% y/y). Their total gross
income amounted to PLN 155.6 billion and

PLN 93.7 billion respectively.

Following the introduction of the so-called
“solidarity levy” as of 1 January 2019, we
started to present data for people earning over

PLN 1 million gross per year, starting from the

previous edition of our report. According to the

506 [NoUSanc

AN INCREASE IN THE NUMBER OF

AFFLUENT POLES IN 2009-2018

PLN190 Dillon

AN INCREASE IN THE TOTAL GROSS INCOME OF

AFFLUENT POLES IN 2009-2018

Ministry of Finance data, there were 32.1 thousand
such people in Poland in 2018 and their total income

amounted to PLN 68.8 billion. The vast majority of

taxpayers from this group (94%) were paying the 19%

flat-rate tax. The number of people with an annual
income above PLN 1 million gross increased by the
largest percentage versus all other groups described

in this report (by 38.4% yl/y).

As in previous years, by far the largest number of
affluent Poles live in the Mazowieckie voivodship
since Warsaw remains the heart of the country’s
business, cultural and administrative life. In total,
there were 393 thousand affluent people (27.4% of
the total), 64.7 thousand rich people (27.6%) and
15.5 thousand very rich people (23.2%) living in
Mazowieckie in 2018. That voivodship also had the
largest number of Poles (7 thousand) with an annual
income above PLN 1 million gross. Interestingly,
the share of the richest residents of Mazowieckie in
the total population dropped from 25.4% to 21.8%

compared to the previous year.

Other regions with the

highest number of affluent
individuals include: Slaskie
(157.2 thousand people),
Dolnoslaskie (131.6 thousand)
and Matopolskie (127.5 thousand).
On the other hand, the highest
increases in the number of
people earning more than

PLN 7.1 thousand gross

per month was recorded in
Mazowieckie (+52 thousand),
Slaskie (+32.2 thousand) and
Dolnoslaskie (+23.6 thousand).



Source: KPMG in Poland based on Polish Ministry of Finance data
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THE TOTAL GROSS INCOME
OF AFFLUENT PEOPLE
LIVING IN POLAND

POMORSKIE

WARMINSKO -
“MAZURSKIE

LACHODNIO-
POMORSKIE

PODLASKYE

KUJAWSKDO -
-POMORSKIE

MAZOWIECKIE

WIE
PoL

LUBELSKIE

LKO-
SK
30,018

DOYNOSLASKIE OPOLS

WIETOKRZY-

PODKARPAS

1434 thousand

THE NUMBER OF
AFFLUENT PEOPLE LIVING
IN POLAND

THE NUMBER OF AFFLUENT PEOPLE withamonthlygross

income over 7.1 thousand and their total gross income by voivodship (2018)

)  Number of affluent Poles (in thousand)

@ Total gross income earned by affluent people (in PLN million)

PLNTao6 Dilion

THE TOTAL GROSS INCOME

OF RICH PEOPLE LIVING IN
POLAND

POMORSKIE

RMINSKO-
AZURSKIE

WA
-M

LACHODNIO-
POMORSKIE

PODLASKNE

KUJAWSKO -
-POMORSKIE

WIELKO-
POLSKIE

LUBUSKIE

DOANOSLASKIE

o34 ousand

THE NUMBER OF RICH
PEOPLE LIVING IN

POLAND

THE NUMBER OF RICH PEOPLE withamonthlygrossincome over
20 thousand and their total gross income by voivodship (2018)

@ Number of rich Poles (in thousand)

Total gross income earned by rich people (in PLN million)

Source: KPMG in Poland based on Polish Ministry of Finance data



The year 2018 turned out to be very positive for Poland’s

economy. The second highest GDP growth rate in the EU, low
unemployment and dynamically rising salaries and wages helped
to boost the number of people with gross monthly earnings above
PLN 7.1 thousand. Relative to 2017, the number high earners
increased by nearly 20% and exceeded the threshold of 1.4 million,
potentially rising further to 1.58 million this year. For the sake of
comparison, a decade ago there were 578 thousand people with

such levels of income living in Poland.

The total value of the luxury goods market in 2019 may reach

PLN 25.2 billion, which will mean an increase of 5.4% y/y. Hotel and
spa services are the fastest growing segment, estimated to expand
by 11.7% yly this year. Also worth noting is the category of spirits,
which may reach the mark of PLN 1.3 billion.

The upcoming economic slowdown may trigger a slight decrease
in demand, but thanks to growing wealth and lifestyle changes the

luxury goods market is likely to expand anyway. In 2024, the luxury

goods market may exceed PLN 38 billion, which would represent an
As in the previous year, the largest number of high earners
(681.8 thousand, 47.5% of the total) lived in the Mazowieckie, Slaskie

increase of 51% compared to 2019.

and Dolnoslaskie voivodships, while the lowest number of people with

this level of income lived in the Opolskie, Swietokrzyskie and Lubuskie TOMASZ WISNIEWSKI,

voivodships (78.2 thousand, 5.4% of the total). We estimate that the PARTNER W KPMG W POLSCE
number of affluent people in the country will increase to 2 million over
the next five years, and their income will total PLN 512.8 billion. In 2018,
Poland had 32.1 thousand residents obliged to pay the “solidarity levy”.
The average monthly income of people with annual earnings above
PLN 1 million gross was about PLN 178.8 thousand, nearly ten times
higher than the average earnings of affluent Poles. The group of people
with the highest income has the fastest growth rate among all groups

listed in this report.

It is estimated that the number of people with net assets worth over
USD 1 million (the so-called high net worth individuals, HNWI) will

amount to almost 116 thousand this year.
ANDRZEJ MARCZAK,

PARTNER, KPMG IN POLAND
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Source: KPMG in Poland based on Polish Ministry of Finance data
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THE TOTAL GROSS
INCOME OF VERY RICH
PEOPLE LIVING IN
POLAND

POMORSKIE

WARMINSKO -
“MAZURSKIE

LACHODNIO-
POMORSKIE

PODLASKYE

KUJAWSKDO -
-POMORSKIE

MAZOWIECKIE

LUBELSKIE

IETOKRIZY-

DOYNOSLASKIE OPOLS

PODKARPAS

66/ thousand

THE NUMBER OF VERY RICH
PEOPLE LIVING IN POLAND

THE NUMBER OF VERY RICH PEOPLE withamonthlygrossincome

over 50 thousand and their total gross income by voivodship (2018)

¢ Number of people (in thousand)

@ Gross income (in PLN million)
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THE TOTAL GROSS INCOME
OF PEOPLE WITH AN

ANNUAL GROSS INCOME
OVER PLN 1 MILLION

POMORSKIE

WARMINSKO-
“MAZURSKIE

LACHODNIO-
POMORSKIE

PODLASKNE

KUJAWSKO -
-POMORSKIE

LUBUSKIE

DOANOSLASKIE O0POL

4,172

a2l thousand

THE NUMBER OF PEOPLE

WITH AN ANNUAL GROSS
INCOME OVER PLN 1 MILLION

THE NUMBER OF PEOPLE EARNING OVER PLN 1T MILLION GROSS

per annum and their total gross income by voivodship (2018)

@ Number of people (in thousand)

Gross income (in PLN million)

Source: KPMG in Poland based on Polish Ministry of Finance data



ding to the Global Wealth Databook 2019, a report prepared by

Chedit\Suisse, there are already almost 116 thousand HNWI (high net
NUMBER OF HNWI IN

worth individuals) living in Poland, i.e. people whose net assets exceed
SELECTED EUROPEAN

the value of USD 1 million. Poland has already outperformed Finland and FINLAND
COUNTRIES
Greece in this ranking, but still lags far behind many Western European
N g (IN THOUSAND, 2019) ND LAY
countries. Invariably, leadership belongs to United Kingdom, with nearly @ SWEDEN
RUSSIA
2.5 million HNWI, followed by Germany and France with more than
2 million people whose net assets are worth over USD 1 million. DE % RK
IRELAND
The largest group within the HNWI L THE PETHERLANDS POLAND
structure in Poland consists of people GE % NY
with assets between USD 1 and J[U’[a| ﬂumne( U]‘ BE%U W CZECH REPUBLIC
o
5 million: there are over 104 thousand FRANCE @ ﬁ
v ' SWITZERLAND AUSTRIA o 7
such individuals. Assets worth more |ﬂ UI/UDB @ @ @ Z S
o (aN]
than USD 100 million are owned by . ¢ o
147 people, and only 14 individuals in ]8 8 m”“Oﬂ ©
’ SPAIN by
this group have accumulated assets GREECE >
PORTUGAL @
above USD 500 million.
NUMBER USD 1-5 MILLION 10.4369
OF HNWI USD 5-10 MILLION 7.127 - o o~ @ = 3
IN POLAND USD 10-50 MILLION 3724 g o = = = =
BY WEALTH USD 50-100 MILLION 254 Ep———T 1
LEVEL (2019) OVER USD 100 MILLION 147 2 8 2 2 5 E § = = E 2 § § 8 £ 3
TOTAL HNWI 115,821 = £ = = g ® 5 % E T o= 5 = s £
> ©w =
= =

HNWI (high net worth individuals) - people with net assets worth over USD 1 million
Source: KPMG in Poland based on Credit Suisse data
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PLN 1,368 Dillion
FINANCIAL ASSETS AND LIABILITIES OF
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(PLN BILLION, Q2 2019)
PLN 773 Billion
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Source: KPMG in Poland based on the National Bank of Poland’s data
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In 2019, the value of the luxury goods market may reach an
estimated value of over PLN 25 billion. This would mean an increase
of 5.4% compared to the preceding period. The fastest growing
segments include hotel and spa services, alcohols and jewellery.
Forecasts for the next five years remain optimistic: the luxury goods

market in Poland may exceed PLN 38 billion.
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In this report, the category of luxury goods moStly includeS conSumer
goods (luxury clothing and accessories, watches, cosmetics and perfumes,
and alcohols), luxury car makes, luxury real estate as well as hotel and
Spa Services.

previous years, premium cars will continue to
be the largest segment of the luxury goods market
in Poland this year. In 2019, the value of this category
may reach PLN 16.3 billion. Luxury clothing and
accessories make up the second largest segment,
potentially reaching PLN 3.1 billion this year. Those are
followed by other important luxury categories: real

estate, hotel and spa services, and alcohols.

PROJECTED AVERAGE ANNUAL GROWTH RATES IN
SELECTED SEGMENTS IN 2019-2024

4.6%
9.6%
6.9%

1.1%

B

cars

other
Source: KPMG in Poland based on data from

Euromonitor International, desk research

Clothing and
accessories
Alcohols
Hotel and spa
Services
Perfume and
cosmetics
Jewellery
Watches

23



Compared to the previous year, hotel and

spa services are the fastest growing segment
(11.7% yly). According to estimates, this
category may reach the value of PLN 2.2 billion
in 2024, which will mean an increase of up to
58% compared to the current year. Alcohols

are the second fastest growing segment, with a
value potentially rising by 8.9% y/y in 2019. Also
worth noting is jewellery, with a value possibly

increasing by 8% y/y to PLN 229 million.

Source: KPMG in Poland based on data from
Euromonitor International and desk research.

*Due to changes in the classification and naming of
luxury goods segments introduced by Euromonitor
International, the values of specific categories may
differ from those presented in previous reports.
**The category includes: portable electronics,
stationery and leather goods.

0.6
otner 0.4 \[A]légtcnes
Jewellery
osmetics and perfumes
Alconols
2.2
Hotel and spa services
Real estate
U[h[]r“fz 0.3 i 3.9
T ewelery 0.7 Watches Clothing and accessories
19 Cosmetics and perfumes
Alcohols 14
| Hotel and spa services
Real estate
3.1
Clothing and accessories
ESTIMATED
VALUE AND 22.5
cars
STRUCTURE OF
16.3
THE LUXURY cars
GOODS MARKET
IN POLAND

(IN PLN BILLION,
P - PROJECTED)*

201p 2024p



it
cedes that

was responsible for
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vehicles, which

recorded the highes
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Source: KPMG in Poland based on data from PZPM
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In 2018, a total of 74.8 thousand premium and luxury cars

to 78.8 thousand in 2019.
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of 2019 was half the
size of the sales in the
corresponding period
of 2018 (83 vehicles in
Q1-Q3 2018 vs. 44 in
Q1-Q3 2019). This year,
Lamborghini recorded
the highest increase in
registrations again: in
the first three quarters,
three times as many
cars from this brand
were registered vis-a-
vis the corresponding
period of 2018. This may
be due to the launch

of the first SUV by this

brand. In addition, only Rolls-Royce and Bentley sold more

vehicles than last year (by 11.1% and 7.5% respectively).

BVW Mercedes and Audl are responsiole for

0/ premium car registrations (-3 2019

A total of 271 luxury cars were registered in Poland in 2018. However, we estimate

that this number will fall to 244 at the end of this year. According to KPMG

estimates, the total value of the premium and luxury car market will reach approx.

PLN 16.3 billion in 2019.

NEW CAR REGISTRATIONS
IN Q1-Q3 2019 - LUXURY
BRANDS (VEHICLES)

NEW CAR
REGISTRATIONS IN
Q1-Q03 2019 -
SELECTED PREMIUM
BRANDS (THOUSANDS)

14.5

BMW

13.9

Mercedes

Audi

8.6

Valvo

44

Maserati

Lexus [} 5

43

Bentlgy

1.7

Mini

39

Lampbarghini

Land Rover I 1.6

31

Ferrari
rotis-Royce [l 10

1.4

parsche

wraRomeo | 12

8

Aston Martin

1.0

Jaguar

Source: KPMG in Poland based on data from PZPM (Polish Automotive Industry Association)



Ferrarn Katowice

Poland is a good and interesting market: the economy is growing, there are
ever more people with high earnings, and there is still enough room for new
suppliers of products and services in the luxury segment. As regards the
Ferrari brand, which has been present in Poland since 2010, we are trying

to make our presence more perceptible, for instance by investing in growth
but, above all, in customer relations. We have built two new showrooms in
Katowice and Warsaw, and opened an Italian restaurant by the showroom,
as a place to meet our customers. This helps our relations to become closer,

moving to a more friendly footing, and based on mutual trust.

The age structure of Ferrari customers in Poland has seen a slight
downward trend, but this is not a very significant issue. Importantly, we see
an increasing number of women among Ferrari customers. They approach
shopping differently than men, paying attention to different details. Women
are still not numerous, but |.think this direction will become a significant

part of the luxury goods market, especially.in the automotive sector.

Luxury goods are a relatively stable market, which means that neither
increases nor decreases are dramatic. The last few years have been very
good in terms of growth, but we realise that this cannot last forever and slight

volatility will occur once every few years. We are considering the possibility

of a market downturn, but even if it does happen, we are prepared for it. *’

KAROLINA SZULECKA,
MARKETING MANAGER,
FERRARI KATOWICE

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

The luxury car market in Poland is constantly expanding. Over
the last 10 years, most of the premium and super premium
automotive brands have opened their showrooms in Poland,
in appreciation of the growing potential of our market. Young
consumers are increasingly buying such cars as well; their
share in the luxury goods market is, and will be, increasingly
significant, especially given that these generations are digital
natives. They are largely responsible for the rising online
sales of luxury goods. One characteristic of these young
generations is their willingness to use luxury goods but not
necessarily to own them. Consequently, although their share
of the premium car market will continue to grow, the growth
will be ever more perceptible for companies that offer use/

rental of luxury cars.

Projections for this segment are optimistic for the coming

year, with manufacturers and dealers betting on further stable
growth. This is also driven by the available technologies in
luxury and sports cars. As a result, these models are ever more
user-friendly and can be used almost all year round, even in the
climate zone of Central Europe. In addition, we should mention
the availability of more favourable financing options, service

bundles and long warranty periods.

MICHAt MASKE,
SALES & MARKETING MANAGER,
ASTON MARTIN WARSAW
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In 2019, the value of the Polish market of luxury clothing and accessories may increase
by 7.4% y/y to over PLN 3.1 billion. In terms of value, this is the second largest category
of fuxury goods in Poland. The largeSt part of this segment is made up of clothing, with

footwear showing the highest growth rates.

Luxury clothing and accessories (such
as glasses, belts, gloves or scarves)
have been characterised by stable
growth rates for years. This year, the
whole category is estimated to exceed
the mark of PLN 3 billion. According to
the projected average annual growth
of 4.6% in 2019-2024, the value of the
segment will approach PLN 4 billion
at the end of that period. Clothing
accounts for over 63% of the value

of this category of luxury goods,

with women’s clothing invariably

representing the highest share.

VALUE AND
STRUCTURE OF
THE LUXURY
CLOTHING
MARKET IN
2014-2024

(PLN MILLION,
P - PROJECTED)

014 2006

. Clothing

3%

N 2019 the hignest growih
VY INluxury ciothing and
ACCesS0res was recorded
I the footwear segment

Source: KPMG in Poland based on data from Euromonitor International
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Over the last 10 years, we have observed a significant change in Poland
in the perception of clothes made to measure. It is hard to believe that
just a few years ago this service was perceived only as a solution for

people who could not find the right size of clothing for themselves.

Today, using a bespoke sewing service is a luxury where customers

can choose the right cut, fabric as well as the personal adviser who will
be responsible for our image. From the very beginning, our brand has
specialised in men’s bespoke tailoring. In recent years, we have observed
a significant increase in interest in made-to-measure clothes among men
aged 25-35.

This usually begins when customers are preparing for the wedding
ceremony but, notably, the same customers often continue to use our
services later on. On the other hand, men aged 35-50 are the most
frequent buyers, many of them entrusting their entire wardrobe to a
personal adviser. These consumers are conscious and appreciate a sense
of comfort. For them, bespoke tailoring offers the luxury of perfectly

fitting clothes and a comprehensive tailoring service.

For many decades, bespoke tailoring was restricted to highly formal
suits. Over the last 5-6 years, however, there has been a clear increase
in interest in made-to-measure clothes for casual oceasions, also in
Poland. This includes less formal jackets combined with trousers, and

fabrics which are comfortable to wear, e.g. with natural stretch effect. As
regards accessories, some customers orde‘rrfit‘ljlgmiﬂ-“ﬁed ties.

e

f

All this is related to the broadly defined luxury of freedom and mobility.
A considerable number of companies which offer more than tailor-made suits
have introduced lines of clothing designed primarily for comfortable wearing

and individualised fit. This is all line with the “travel light” philosophy.

When choosing fabrics for the Cafardini collection, we apply criteria that
are currently in line with two clear European trends. The first one is the
range of fabrics with widely understood wearability. This comprises fabrics
that do not restrict movement, are crease-resistant and stain-resistant, with
a protective sunscreen, etc. The sense of uncompromising comfort is very
important for the customer. At the same time, we only work with suppliers
who take real steps towards sustainability. The transparency of the
production cycle, with quality improvements at each step of the process,
and the optimisation of resources are the key success factors in this regard.
Consumers who buy premium and luxury brands are increasingly aware of

brands’ efforts to improve sustainability of their businesses.

We expect that the demand for top quality bespoke tailoring services in

Poland will continue to grow steadily and we are looking at the Polish

market in a long-term perspective. N

MARTA STEFANGZYK-CIAPALA,
CEO, CAFARDINI

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firmrofthe KPMG network of independent member firms affiliated with KPMG
intefnational Cooperative (“KRMG International”), a Swiss entity.AllFrights reserved.
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For|the second year in a row, the highest

growth was recorded in the luxury

footwear segment, and its value is
estimated to increase by 9.3% y/y in 2019.
According to projections, the value of this
part of the market will reach the highest
average annual growth rate in the entire
category over the next five years (6.4%).
The share of footwear is higher here than
in some Western European countries. In
the UK, Switzerland and Germany, this
segment represents, respectively, only
8%, 9% and 10% of the value of luxury

clothing and accessories.

PLN 31D0ilion
cStmated valle of
(e lLuxury clothing
and accessores
market n 2018

Source: KPMG in Poland based on data from
Euromonitor International
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children’s

men's The economic growth we have seen

over the last decade means that Poles
have been earning and spending more
money. On the other hand, the potential
economic crisis is looming, which means
that consumers must be more reasonable
in their purchasing decisions. A few

SHARES OF DIFFERENT women's 20% years ago, they were more optimistic

CATEGORIES OF THE 17% about the future and spent money more
LUXURY CLOTHING AND impulsively. Now, if they reach for a
premium product, they treat it as a kind

ACCESSORIES MARKET ! !
of investment rather than just a way to

satisfy a whim.

clothing

This results from increasing consumer

footwear

accessaries

awareness in recent years. Bohoboco
has been on the market for a decade and
we have seen our customers growing

) more mature alongside the brand. The
The Segmeﬂj[ U]C |U><UI'B/ C‘O[n|mg aﬂg vast majority are women aged over 36,
with an increasing number entering the

ACCBSSaNes InFrance IS more than 14 o1 ags sk PRI IRRE

: : brand and attached to our style, quality
J[|m88 g(eate( tnaﬂ ‘ﬂ p0|aﬂ[] of fabrics and workmanship, as well as
customer service: all these aspects are

Source: KPMG in Poland based on data from Euromonitor International important to them. We are not the only

ones to have noticed the potential of this

ted liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG
lernational”), a Swiss entity. All rights reserved.




target group. Ever more brands are making
efforts to target this group, although it
remains underestimated on the Polish

market in terms of its purchasing power.

On the other hand, the young generation
represents a considerable challenge for
brands. With a high purchasing power and
virtually unlimited access to all kinds of
products, they are the ones who determine
the market mechanics, also in the luxury
sector. That is why, in addition to having a
strong presence in digital channels, we are
focusing at Bohoboco on releasing short,

capsule product series.
" ol
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Vitkac

7 Over the past 10 years, the luxury goods
market in Poland has undergone profound
changes. Consumers are growing more
wealthy, with more cash in their wallets,
which is particularly noticeable in the
average basket value, which has doubled.

Brand awareness among shoppers has

also increased. This means that they attach

ever more importance to the quality and

ingredients of the products bought, as

well as to brand policies and philosophies.

As a result, they shop more boldly and
are also willing to spend more to obtain
high quality products which are eco-
friendly, produced with respect for human
rights and nature. Our observations also
show that customers’ ages have become
more varied. Particularly noteworthy

is Generation Z, which generates an

important share of turnover at DH VITKAC.

DH VITKAC sells luxury goods to
customers in all age groups. There is a
clear rapid growth trend in the sales of
luxury and premium products among
the Millennials, a generation born in the

1980s and 1990s. These consumers are

lendent member firms affiliated with KPMG

very conscious and demanding. However,
they are being visibly joined and replaced
by Generation Z, whose share in the

sales of luxury and premium clothing

and accessories has been growing at the
fastest rate. This generation has been
growing up in a time of prosperity and new
technologies, and the first to inherit the

wealth of the previous generation.

Democratisation is a strong trend in the
fashion industry. With the expansion of new
technologies and generational change, the
fashion landscape has changed. Customers
shop differently and perceive the fashion
industry in a completely different way. We
notice a clear mix of street style and custom
tailoring. We believe that the industry will
see a stable growth, without significant
fluctuations. However, the market is clearly
dependent on the stability of the Polish
currency and any potential important
macroeconomic developments that might
occur in the financial markets in 2020.
However, the investments we made at DH
VITKAC over the past two years should
guarantee stable sales even in the face of

”
major market turbulences.

ARKADIUSZ LIKUS,
OWNER, DH VITKAC

33



].QBE]\ ColdlE

WHAT DO YOU THINK ARE THE
ATTRIBUTES OF LUXURY REAL
ESTATE (E.G. AN APARTMENT,
A DETACHED HOUSE)?

The growing affluence of the Polish society drives the market of Location in a prestigious district or city/town 69%
luxury and premium real estate. 0n the one hand, rich Poles are

looking for opportunities to invest their capital and, on the other

hand, luxury apartments and residences help them express their Security
social status. As in previous years, Warsaw continues to be the
largest market for premium real estate. Apart from the capital

city, many premium apartments have been sold in Katowice, Large living area 56%
Krakow, Lodz or the Gdansk-Gdynia-Sopat agglomeration. convenient location 53%

Expensive equipment and furnisnings 60%

57%

Interiors designed by interior designers 57%

Interesting architecture or design by a recognised architect 53%

When identifying the premium real estate segment, usually a price
. . . . 2417 servicing of the building 50%

per square metre is taken into account. Prices of such apartments in
Poland, even in Warsaw, remain much lower than in Western Europe or High price per square metre 45%
the USA. However, given the higher growth rate in prices for premium Fine-looking premises 449

real estate, prices in Poland’s capital may soon exceed those in some g L
Rich neighbours around 24%
cities of the “old” EU. The average prices per square metre of luxury

~

Source: KPMG in Poland based on web survey

. . " : 5
apartments in selected European cities this year are given below: Additional premises/additional infrastructure i

Madrid: EUR 7,000,
Berlin: EUR 9,100,
Paris: EUR 15,100,
London: EUR 17,700.*

* Source: KPMG in Poland based on Savills Research
** Source: KPMG in Poland based on High Level Sales and Marketing



In Warsaw, the average price of premium apartments in the first half of
2019 stood at about PLN 28,100 per sq.m. (approx. EUR 6,534), with a
record of PLN 44,900 per sq.m. (approx. EUR 10,440).

The value of the premium real estate market in Warsaw is projected to
increase by 7-8% y/y in 2019, which means that the purchase of such
premises may soon exceed the costs incurred by residents of some
Western European cities.** Moreover, there are many other factors

which drive the status of an apartment or residence.

In the KPMG survey on Poles’ perception of luxury, the respondents
said that the location in a prestigious district or city/town was the

most important attribute allowing a property to be classified as
luxurious (69% of mentions). Other attributes of luxury indicated by
the respondents included expensive furnishings (60%), security (57%),
interior finishing by interior designers (57%) and a large living area
(56%). Presence of rich neighbours living in the vicinity was considered

to be the least important factor (24%).

Younger respondents (aged 18-35) were more likely than older ones to

indicate a convenient location as an important feature. On the other hand,
people aged over 35 paid more attention to the presence of separate fine-
looking premises. Women are clearly more likely to mention the presence
of security (women: 61%, men: 53%) and finishing by interior designers

(women: 60%, men: 53%) as the attributes of luxury property.

Admittedly, the luxury real estate market has been growing dynamically
in recent years. According to estimates, its value in 2019 may range

from PLN 1.4 to 3.8 billion, depending on definitions.

The last decade has seen a real boom
on the market of premium real estate in
Poland. Using the example of Warsaw,
one can show that ten years ago there
were only a handful of deals per year
involving a price over PLN 20 thousand
per square metre. Currently, there

are nearly 300 such deals at prices
exceeding PLN 25 thousand per square
metre. The market is stable and grows
at a rate of approx. 7-8% per year. We
expect further growth in the following
years, and a downturn, if any, is more
likely to translate into the number

of transactions than drive down the
capital value of the best projects.

As the number of completed and
successfully sold exclusive projects
increases, developers’ confidence in
the purchasing power in this sector

is growing as well. An increasing
number of investors aspire to complete

premium construction projects.

The largest group of buyers of such
properties are aged 35-55. Those are
people with an established professional

position, business owners or high-

liated with KPMG

class specialists, as well as artists and
athletes. Most of them might become
interested in another property for their

collection of best addresses.

Customers draw conclusions from
their previous purchases. They pay
ever more attention to the uniqueness
of design, quality of workmanship,
property management after sale
completion and the protection of the
residential function. The highest value
is preserved by facilities that exclude
purposes other than residential. The
use for office purposes, services or
short-term rental will undermine the
value of even the best addresses.
Good neighbourhood is the measure
of success of the best projects. It is
important whom the residents will
meet in the lift or parking garage

on the daily basis, and whom their
children will spend time with.

Only a community with common
expectations related to their property
will guarantee a constant increase in

its value.

KAROLINA KAIM,
AUTHOR OF HIGH LEVEL SALES
& MARKETING BY TACIT GROUP
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Luxury hotels are among the largest and fastest-growing
categaries of luxury goods. The number of five-star
hotels in Poland increasesS year after year. In 2019, this
category may reach the value of PLN 1.4 billian.

otel and spa
SBIVICES

Over the past year, eight luxurious five-star hotels
were opened in Poland. In total, the country already
has 76 of them, with the largest number in the
Matopolskie voivodship. The total number of rooms
in five-star hotels increased by 12.8% over the year
to nearly 9.9 thousand. At present, only in two
Polish voivodships—to6dzkie and Lubuskie—have no

facilities of this kind.

Nearly 3%
0f Al notels In Poland are
Ive-star facities

Source: KPMG in Poland based on Statistics Poland (GUS) data. *As at end of
July 2019

1%
0f alhotel rooms arelocated n
Ive-Star Notels

Source: KPMG in Poland based on Statistics Poland (GUS) data. *As at end of
July 2019

PLN14 billion
S the estimated value of the
uxUry hotel market in 2018

Source: KPMG in Poland based on data from Euromonitor International
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The value of the market of four- and five-
star hotels in 2019 is estimated to increase
by 11.7% yly, potentially reaching a value of
PLN 1.4 billion. The value of this segment
may exceed PLN 2 billion as early as in 2023.
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Source: KPMG in Poland based on Statistics Poland (GUS) data.

*As at end of July 2019

Source: KPMG in Poland based on Statistics Poland (GUS) data.

*As at end of July 2019
** Nominal change y/y



Poland is very promising for luxury brands at the moment. | think
this evolution started in 2013 with the opening of na Louis Vuitton
in Warsaw, followed by the publication of Vogue Polska in 2018

and the opening of Raffles Europejski Warsaw in June 2018. As

you look at the trend, there are a lot of investments in the luxury
market in different segments. We also know that some other luxury
hotel brands will soon arrive in Warsaw. These are very important

indications showing the growth of the luxury market here.

Our guests are usually between 36 and 50 years old. They travel
around the world a lot and seek more than just ordinary luxury
understanding. Expectations are very high and how you deliver the
service is very important. At Raffles, we try to provide our guests

also with emotion-based luxury.

| believe there will be growth in the luxury hotel market. We know
that there are important brands in the pipeline for the opening

or investment. Warsaw will be a very promising destination for
luxury-seeking travelers soon. With its natural beauty, history and
intellectual presence, Warsaw is waiting to be discovered by the

luxury travelers from all around the world.

THOMAS BRUGNATELLI,
GENERAL MANAGER,
RAFFLES EUROPEJSKI WARSAW

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.



Hotele SPA Drirena ens

Environment friendliness has become a
noticeable trend in the market of luxury
hotels and spa services. Nowadays,

being eco-friendly is not a fad but an
expression of an informed attitude, driven
by the concern for the environment and

the future of generations. The hotel and
hospitality industry has begun to take many
environmental efforts in many aspects of
its business. Some solutions have already

been introduced, others are in progress.

Our guests appreciate a friendly
atmosphere, comfort, personalisation in
our wide range of services and attention
to detail. The location of the hotel partly
determines the visitor profile. Wzgorza
Dylewskie and Krynica Zdroj are more
likely to be visited by whole families. In
turn, Polanica is more popular among
those who seek peace and an aura of a
real mountain resort. Moreover, we attract
an increasing number of foreign visitors.
Dr Irena Eris spa hotels are also popular
with businesspeople, who like to organise

private board meetings here.

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

The situation on the market of luxury
hotels and spas has significantly improved
in recent years, which is related to the
growing wealth in our society, and the
growing awareness of hotel guests, which
translates into increasing expectations.
This has a very positive impact, driving
growth in this segment. There is still

very little genuine luxury in our country,
although this market has been steadily
expanding year after year. We are now
facing a new year, with the expected
economic downturn potentially causing

minor problems in this market.”’

HENRYK ORFINGER,
PRESIDENT OF MANAGEMENT BOARD,
HOTELE SPA DR IRENA ERIS
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The market of luxury alcohols in
Poland may reach the value of
almost PLN 1.3 billion in 2019.
Alconols are among the fastest-
growing categories of luxury goods.
According to projections, the value
0f this market may increase by
another PLN 526 million within the
next five years

CoN0IS

Rapid growth in the category of luxury alcohol
beverages is not new. According to estimates,
the performance of this segment will improve
by 8.9% y/y in 2019, and the average annual
growth rate in 2019-2024 will reach 7.1%.

Spirits are the largest and also the fastest-
growing subsegment, likely to grow by 9.6% to

PLN 923 million in 2019.

0% 8%
Brandy and Other spirits
cognac

Worth noting is the high growth rate of
whisk(e)y, which, according to forecasts,

will reach almost PLN 1.2 billion in five
SHARES OF DIFFERENT years’ time.
SUBCATEGORIES IN THE

SPIRITS SEGMENT Wines and champagnes, which account

for 28% of the market, are the second
largest segment of luxury alcohols.

A slightly slowing growth rate is expected
87%

) in champagne, as its sales grew faster
&= — Wnisk(e)y

than those of wine in previous years.

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved
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Source: KPMG in Poland based on data from Euromonitor International
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Source: KPMG in Poland based on data from

Euromonitor International

VALUE AND
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The alcohol market is developing in the right direction,
i.e. premiumisation rather than increased consumption.
We expect that the two-digit growth rate in the premium

and de luxe segments will persist in subsequent years.

Polish consumers are moving from low-proof to high-
proof alcohols. Instead of vodka, they are increasingly
choosing whisk(e)y, gin or rum and, at the same time,
opt for high-end products. In Diageo’s portfolio, we
have seen a higher growth in the de luxe category

versus premium.

Polish customers explore the universe of alcoholic
beverages and buy luxury brands for home celebrations
or as gifts. Also, they increasingly appreciate quality
and craftsmanship. Along with the rising popularity of
craft beers, which has extended onto spirits, we have

seen an increasing popularity of single malt whisky,

especially among consumers aged over 35.

Recruitment of new customers is aided by improved
availability of luxury alcohols in modern trade and the
fact that consumers spend more time in restaurants
and cocktail bars. Younger consumers, in turn, get
acquainted with elitist alcohols through cocktails. In
2019, our nationwide World Class Cocktail Festival

was attended by as many as 15,000 visitors.

LUKASZ PIWOWARCZYK,
HEAD OF RESERVE POLAND DIAGEO

and a member firm of the KPMG network of independent member firms affiliated with KPMG

ity. All rights ved




Perfume and

COSMENCS

According to estimates, the value aof the fuxury
cosmeticsS and perfume market in Poland will
reach PLN 677 million in 2019, up by 4.3% versus
the previous year. Perfumes are responsible

for over a half of this segment. A perceptinle
stowdown in this Segment may mean that luxury
perfume and cosmetics were the fastest to
gstablish a presence in Palish homes, and the
challenge for this category will be to keep up
Wwith the growth rates af the entire luxury goods
market.

18

155

124

w©
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THE LUXURY PERFUME
AND COSMETICS
MARKET IN 2014-2024

395
412

(PLN MILLION,
P - PROJECTED)
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2.1%

FStmated average annual growth
[ale onthe market of luxury periume
and cosmetics N 20152024

Source: KPMG in Poland based on data from Euromonitor International

According to market projections, the average annual growth rate in
this segment between 2019 and 2024 will reach 2.7%. This means
that over the next five years the value of the luxury perfume and

cosmetics market will increase by nearly PLN 100 million.

Perfume has the largest share in this category of luxury goods and
accounts for 58.4% of its value. The highest growth rate is invariably
recorded in luxury body care products. In 2019, their value increased
by 10.1% to PLN 124 million. This segment has been increasing its
market share year after year. It is estimated that it will account for

23% of the entire value of the category by the end of 2024.

In Europe, the British market holds the lead in this category of
luxury goods. Its value is over 17 times higher than the value of the

luxury cosmetics and perfume category in Poland.
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Drirena ens

L The last decade on the Polish market of luxury goods
and brands has been characterised by very strong
growth. As regards the market of luxury cosmetics
and perfumes, we can clearly see an influx of younger
and more affluent female consumers who seek

scientifically proven skin care solutions.

Colour cosmetics are also becoming increasingly
important: this subcategory of the segment has
recorded exceptionally rapid growth. The rising
number of affluent Poles will certainly drive the
demand for goods in this and other categories. The
example of Dr Irena Eris brand also shows that the
competitive advantage is built by innovation: we are
among the few companies in Europe and worldwide

with our own science & research centre.

In recent years, Polish consumers started to perceive
Polish brands differently, increasingly viewing them as
selective brands in the global sense of this phrase. Dr
Irena Eris continues to be the only non-French beauty
brand in Comité Colbert — the association of luxury
brands. It is a great success to have a Polish brand
admitted to the association made up by global brands,
many of which have built their history in luxury for

several centuries. 2

JOANNA tODYGOWSKA,
HEAD OF COMMUNICATIONS, DR IRENA ERIS

0.0., a Polish limited liability company and a member fi
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Luxury shopping has taken on a new
dimension: it is defined not only by an
exclusive product but also by the quality
of consumer experience. Customers are
more aware of what is available around
the world and seek a unique portfolio
and an individualised approach from
the staff. Price is not the only decisive
factor. Customers also attach importance
to manufacturers’ efforts towards
sustainable development and reduced
environmental impact. We continue to
differentiate between consumers who
purchase luxury products as a way to
hike up their social status, as well as
those who choose high-end products on

a daily basis.

In recent years, we have seen much
younger consumers, aged 18-29, joining
our customer base. They no longer come
for occasional purchases but regularly
choose high-end products. They seek
items that are in line with global trends
as well as unique products that allow
them to express their individuality.

Customers aged 31-45 make up the

largest group. The size of their shopping
basket is higher than in previous years,
their purchases are made on a regular
basis, satisfying either everyday needs
or collectors’ passions. Customers aged
45+ are aware of their needs and count
among our most loyal shoppers. A large
proportion of this group have been with
us for 15 years, developing alongside
our brand. For them, the quality of our
products and sales service is decisive
for purchasing decisions. They are not

interested in sales or promotions.

We have not seen any hampering in the
growth of the luxury goods market. On
the contrary, we expect to see constantly
rising sales. We will achieve it on
condition that we provide consumers with
an experience of luxury and prestige at

every step of their shopping journey.

KATIA PASIOROWSKA,
FINANCIAL DIRECTOR, GALILU

© 2020 KPMG Sp. z 0.0., a Rolish limited liability'company and a member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative ("KPMG International”), a Swiss entity. All rights reserved.

As in previous years, the growth prospects for the
luxury goods market in Poland look optimistic. Poles are
becoming more affluent, but also demanding, which is
why they are more willing to buy top quality products. In
the segment of luxury cosmetics and perfumes, we also
expect further stable growth. As this rather small market
in Poland continues to expand and mature, expectations
are also growing. Today, a unique product is not
enough: it is merely one element in the overall customer
experience. Consumers expect an individualised
approach, personalisation, consistency and a long-term

relationship with the brand.

In the luxury goods market, point-of-sale experience and
direct relationship remain crucial but online efforts are
becoming ever more important in view of demographic

changes and omni channel strategies.

In the near future, it will be important to address the
needs of both traditional consumers, who are still the
main target group of luxury goods, as well as Millennials
and Generation Z, who will determine the strength of the

segment in the future.

KATARZYNA MILANOVIC,

GENERAL MANAGER, PARFUMS CHRISTIAN DIOR
POLAND, ROMANIA, CZECH REPUBLIC, SLOVAKIA,
EXPORT

4



In 2019, the Polish market of fuxury

jewellery will reach an estimated value of

PLN 318 million. This means an 8% increase
compared to the previous year. This category
of luxury goods includes precious jewellery,
which accounts for 864% of the market, and
fashion jewellery, made without precious
metals or precious stones. The latter Segment
has seen the highest growth rates.

JBwelery

According to forecasts, the value of the luxury
jewellery market will increase by nearly

PLN 24 million in 2019. This rather small segment
has been characterised by high growth rates for
years: the average annual growth in 2019-2024
is estimated at 6.9%. Growth forecasts for this
category are among the most optimistic ones on

the luxury goods market.

PLN 318 million
ACcording [o forecasts, this is
(e likely value of the luxury

jeweliery market in2019

Source: KPMG in Poland based on data from Euromonitor International

9%

ESimaled average annudl
growth Inthe luxury jewelery
market in 2019-2024

Source: KPMG in Poland based on data from Euromonitor International

\Womens precious jewelery

ACCoUNS for 667 0f the [ota vale

Of e luxury jewelery market

Source: KPMG in Poland based on data from Euromonitor International
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In 2019, the value of the precious jewellery segment
may exceed PLN 268 million. This segment is
dominated by products intended for women (a 78%
share), and their value is growing faster than that of
men'’s jewellery. Worth noting is the segment of fashion
jewellery, made of non-precious materials. In the
category of luxury jewellery, this segment accounts for
less than 16% of the market, but is characterised by a

high growth rate, at almost 10%.

The largest markets for luxury jewellery in Europe are
France and Germany: both will reach a value of nearly

EUR 2 billion in 2019.

VALUE AND STRUCTURE OF THE
LUXURY JEWELLERY MARKET IN
2014-2024

(PLN MILLION, P-PROJECTED)

Source: KPMG in Poland based on data from Euromonitor International
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The UK market is the

largest luxury watch

market in Europe. The

top three also includes

Italy and Switzerland.

The third place

taken by the country

believed to be the homeland
of watches is impressive
considering that the population
of Switzerland is much smaller
compared with the other

countries.

IN SELECTED

POLAND

GERMANY

SWITZERLAND

ITALY

N France, womens walcnes
A8 1esponsioie 1or advk

0f the value of luxury
Imepieces

Source: KPMG in Poland based on data from Euromonitor International

=

P

Source: KPMG in Poland based on data from Euromonitor International

ol



Novvak Jewellery

77 We have been part of the jewellery industry
for two generations and, over the years, we
have noticed a change in customer awareness
when it comes to buying jewellery. Until

the end of the 1980s, access to jewellery

was significantly restricted. Jewellery was
associated with luxury, wealth and something
inaccessible. Since the 1990s, jewellery shops
have mushroomed around Poland,and the
Polish market began to become saturated
with domestic and foreign products. Today,
the market is subdivided into mass jewellery
segment (mainly produced outside Poland)
and exclusive jewellery, often customised,
with rare gemstones. In the last few years,
customers have been more willing to buy
custom-designed jewellery to accommodate

family values or memories.

Customers want to wear customised,
individualised jewellery that stands out in
terms of design and quality. The same holds
true for precious stones: customers often
choose rare gemstones with unique finish,
colour or cleanliness. A similar change

has been observed for several years in

the selection of precious metals: 18-carat
gold (pink, yellow, white), platinum or

palladium-gold are chosen for their colour

shades and properties. One reason for

these market changes is that people want to
invest capital, create exclusive personalised
jewellery dedicated to their loved ones and,

consequently, create generational jewellery.

The youngest group of our customers

are aged 18-27, interested in permanent
collections of brand-name jewellery at
prices they can afford. For them, this is

a way to highlight their individuality and
distinguish themselves from their peers.
Male customers aged 25-45 most often look
for diamond jewellery for occasions such

as engagements. Men often get involved

in designing and personalising jewellery,
wanting to create something special for
their loved ones. Some people in this age
group are interested in wedding jewellery
(wedding rings, cufflinks, pins or necklaces),
adapted to their preferences in terms of
design, personalisation and precious stones.
This group has shown a growing interest in

jewellery to mark the birth of a baby.

The most aware customers can be found

in the 40+ group: they create jewellery for
birthdays or anniversaries, spending large
sums on these occasions. Customers co-
design individual pieces of jewellery and have
plans to create entire coherent collections.

In particular, women seek to make diamond

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG

jewellery collections, while men opt coherent
collections for formal styling, with cufflinks
or lapel pins, as well as more casual styling:

bracelets or signet rings.

In recent years, we have seen increasing
interest in personalised jewellery and unique
gemstones. This is an upward trend as Poles
are growing more wealthy and are increasing
aware of quality jewellery. Sustainable
luxury is another increasing trend as
customers want their precious stones to

come from legal, ethical sources.

Another visible trend is that people decide
to delegate the selection of stones to
professionals in order to make sure that the
jewellery will have the right parameters and
will provide an investment for the future.
We can safely say that Poles today wear the
most desirable precious stones, produced
in the best grinding shops worldwide, a
phenomenon which was very rare more
than 10 years ago. We expect the market of
exclusive jewellery to continue to grow in
Poland, with Polish people being ready to

! d A . 17
invest their capital in these goods in the future.

RAJMUND NOWAK,
CO-FOUNDER OF NOVVAK JEWELLERY

International @ooperative (“KPMG International”), a Swiss entity. All rights reserved



The last 10 years have been a milestone
in the growth of the luxury goods

market. Today, customers in Poland are
highly informed when buying high-end
products, with strong awareness of the

brands they choose.

Buying top-class jewellery or a watch

is no longer the only such purchase in
people’s lives. Poles know what they
want, and they understand the nature

of luxury products. They look for
expertise from the seller. While the price
is important, the brand experience also

plays a significant role.

Today, luxury jewellery is within the reach
of modern women, and their choices are
very varied in terms of style and price. The
same customer might choose earrings

for PLN 99 and a necklace worth a few
dozen thousand zlotys. There is a growing
need for top quality customer service, and
brands are expected to provide surprises,
speak an interesting language and expand

their range.

Jewellery with man-made diamonds
is the innovation of 2019 in this
segment in Poland. These are regular
diamonds, created in laboratories and
based on cutting-edge technologies
—and this trend has been the talk of
the town around the world. Sales
performance shows that, much like in
other market segments, Poles are open
to breakthrough technologies also in
jewellery, especially if this gives them
products with diamonds in extremely

rare colours: pink and blue.

At W.KRUK, we can observe how men

in Poland build their watch collections.
Starting with mid-range models, they
gradually reach for legendary brands.
Both classics and technological avant-
garde are in demand. Younger customers
begin to aspire for high-end jewellery
and watches at an ever earlier age. They
consciously choose products that are

in line with their values, e.g. laboratory
diamonds instead of those excavated in
mines. Moreover, if they can buy a ring
with a larger diamond at the same price
because the stone was man-made, they

will make this choice.

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

To sum up, a visible trend throughout the
luxury goods market is that Poles have
grown ready to buy top-notch products
and are confident in their choices. Our
compatriots have learnt to navigate the
world of luxury brands and got used to
their customer service standards. They
do not seek compromise and know brand
values very well. Our company estimates
that the luxury goods market in Poland
has great potential. This is particularly
true for jewellery and watches since
products from top brands are currently
available in our country and people no
longer need to bring them from Milan

or Paris. The expected slowdown,
announced by analysts, might dampen
the market sentiment, but it may also
encourage Poles to use locally available

luxury goods more readily.

RADOSLAW JAKOCIUK,
PRESIDENT OF MANAGEMENT BOARD,
W.KRUK
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Although private planes are Still a rare
aoccurrence in the Palish sky, according to

the data from the Civil Aviation Authority in
Poland, the number of machines owned Dy
private individuals and institutional buyers has
been rising year after year. Airplanes make up
856% of all 1,631 registered aircraft.

NUMBER OF AIRPLANES AND
HELICOPTERS REGISTERED IN POLAND

Source: KPMG in Poland based on data from the Civil Aviation Authority

*As of November 2019
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in Poland since November last year. Individuals have

purchased 20 aircraft and 5 helicopters. Worth noting within
. . . . . Airplanes . Helicopters

the category of institutional buyers is that 182 airplanes and

19 helicopters are registered by sole traders.

Private aircraft are not only a top-notch luxury item but The growing interest in this market is driven by the improving infrastructure and
also one of the fastest and safest means of transport. Their new airports, the growing number of flying schools and the broadening range of

buyers often seek comfort of travel and want to save time. aircraft manufacturers.
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As companies and enterprises get richer and as
the most luxurious and prestigious transport
solutions become more widespread, the
popularity of purchase and rental of private

jet aircraft used for business purposes is also
growing. The luxury travel segment is expanding
very dynamically. In line with trends in other areas
of life, Polish premium customers appreciate
experience more than material goods. Hence,
they seek unusual, different ways to travel,
whetting their appetite for new, less frequented
destinations and planning unique, unforgettable
experiences. The price for such experiences is
relative: it no longer represents the same barrier
it used to, and it is often rationalised thanks to the

enormous comfort offered by luxury travel.

The vast majority of Polish customers are aged
40+. Those are mainly entrepreneurs, owners of
thriving global-scale companies. Flying a business
jet is only becoming aspirational for affluent
Poles. However, those who have experienced this
way of travelling are coming back. The private
atmosphere on board, the comfortable check-in,
personalised catering and the travel time set by
the passenger — these aspects of travel are most

appreciated by our clients.

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG
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The growing availability of private jets, both
for sale and for rental, means that prices are
becoming ever more affordable. An increasing
number of people are using flexible aviation
services and we expect the upward trend to
continue in the coming years. While 90% of
our customers come from other countries, the
Polish customer base is constantly growing.

In 2018, the number of our Polish customers
doubled vis-a-vis the previous year. This is a
very good omen for the industry as a whole.
Nevertheless, although the demand for private
jet flights is growing, the number of Poles who
use this form of travel is still small, for instance
in comparison with our Czech neighbours.
Based on our estimates, there are about ten
times more people in Poland who could afford
to rent a private jet. It turns out that the barrier
does not lie in lower wealth among the Poles,
but in low awareness and knowledge about the
availability of such services and their benefits.
Our experience shows that the benefits of
travelling in luxury jets are so tangible that
those who have tried them will usually return

for more.

BARTLOMIEJ DRYWA,
PRESIDENT OF MANAGEMENT BOARD,
JET STORY
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Poland is among the leading yacht manufacturers in the world.
The prodgucts from Polish shipyardS are famous faor their high
guality, excellent warkmanship and attention to detail. MoSt of
the output is exported. By the end of October 2019, a total of
3,000 registration applications were submitted for sea-going and
inland yachts

ACNIS

In 2018, Poland accounted for 60% of yacht exports throughout the
European Union, being the undisputed leader on this market. The
value of Polish boats sold to other countries has been rising for many
years, hitting nearly EUR 396 million in 2018. The growth trend of the

sector shows the increasing revenues of the five* largest luxury yacht

builders in Poland, which almost tripled to PLN 1.1 billion in 2014-2018.

Polish shipyards specialise in motor yachts up to 9 meters long, and
only the United States outperforms Poland in the production figures

for such yachts.

*Conrad S.A., Delphia Yachts Kot sp. j., Galeon Sp. z 0.0. sp. k., Ostroda Yacht Sp. z 0.0., Sunreef Venture S.A.
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Source: KPMG in Poland based on financial statements of:
*Conrad S.A., Delphia Yachts Kot sp. j., Galeon Sp. z 0.0. sp. k., Ostroda Yacht Sp. z 0.0., Sunreef Venture S.A.
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much as 95% of the output is sold abroad espemally to the Unlted States Western

Europe, Russia and the Middle East.
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Polpoal

" The last 10 years have seen a steadily rising

number of potential customers buying luxury
goods. The existing business groups are being
joined by smaller entrepreneurs whose income
has increased enough to afford a luxury yacht.
This trend can also be noticed in Poland. There
are also people who have overcome the existing
barriers, such as knowledge or the ability to
steer a yacht, and are also a target group of

vessel manufacturers.

In turn, larger entrepreneurs, who become

ever more affluent over time, make purchasing
decisions more easily than before. And if they
already own a yacht, they are usually interested
in switching to a larger one. There has also been
a change in how a yacht is viewed: not only as a
symbol of prestige, but also as an investment,
e.g. when owners hand it over to a charter

company which sails it on warm waters.

All over the world, including Poland, the average
age of statistical yacht owners has been rising.
Younger people are less interested in owning

a yacht (as this entails maintenance costs), and
they view it more like a fun instrument and a
way to spend the leisure time in an attractive
way by the water, that is why they are much

more likely to use yacht charter companies.

o/



As far as trends are concerned, customers are
much more likely to choose motor boats, which
are easier to drive and manoeuvre, and have
plenty of space. Moreover, shipbuilders are
producing ever larger and more luxurious vessels

each year to meet market expectations.

The luxury goods market is characterised by high
growth rates. The group of affluent customers
interested in purchasing or renting luxury yachts
has been expanding also in Poland. In recent
years, apart from the ever growing luxury motor-
powered mega-yachts, catamarans have been

in trend, both with sails and motors. They are
highly comfortable when it comes to the amount
of space on board or stability of sailing, especially
on sea waters. However, a certain slowdown is
expected in the near future but certainly more a
stabilising trend rather than a recession. Such
data are already being presented in the USA

in relation to the yacht-building industry, so a
similar effect can soon be expected in Europe,

including Poland.”

MICHAL BAK,

GENERAL SECRETARY OF POLBOAT
- THE POLISH CHAMBER OF MARINE
INDUSTRY AND WATER SPORTS

SUNTest Yachts

” The owners of Sunreef Yachts

catamarans come mostly from
other countries, but over the
years we have seen a growing
interest in our products among
Polish customers. It is no longer
uncommon for our fellow
countrymen to visit our offices
and stands at trade fairs, and we
also get messages to our mailbox
from people with Polish-sounding
names. Worth mentioning is that
the average cost of a Sunreef

Yachts vessel is EUR 3.5 million.

Our buyers are mostly aged 36-50
and 51+. Their preferences are
highly individualised. Everything
we do is fully personalised: from
purchase through the design, up to

the final launch.

The so-called “eco-luxury” trend

is becoming ever more noticeable.
Apart from exclusivity and comfort
on board, our customers also

want to contribute to environment

protection by using a range of
solutions such as electric drives,
modern solar panels and nature-

friendly interior materials.

Our observations show that Poles
are not only increasingly interested
in yachting, but also in products
with the “made in Poland” label. For
a dozen years or so, Polish shipyards
have been among the world’s best
when it comes to quality, design,

as well as the innovations we
implement. We are an indisputable
leader in this sphere. Poles are
increasingly willing to opt for

Polish rather than French or ltalian
products. In the years to come,

we expect the number of Polish

customers to grow."

KAROLINA
PASZKIEWICZ-KOtACZ,

PR & MARKETING DIRECTOR,
SUNREEF YACHTS
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To mark the tenth edition of our report, we
decided to look closely at how different
generations of Poles perceive luxury, what
connotations they have around it and how
they behave on the luxury goods market.
This year’s survey also seeks to explore how
the attitudes of Polish people towards luxury

have changed over the last decade.
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ey has shown that Poles have highly varied

proacthes towards luxury goods and services. Nearly
1/3 of rich people, with a monthly income exceeding
PLN 20 thousand gross stated that they spend more
than 30% of their annual net income on luxury goods.
Young people, in turn, were more likely to indicate that
they intend to increase their spending on such goods in
the near future. Differences between generations can
be found in the way luxury products are purchased.
Although online shopping is popular in all age groups,
only Millennials were more likely to say that they
prefer online shopping to traditional stores. They are
the ones who are more likely to be attached to their
favourite brands, following them in social media such

as Facebook, YouTube or Instagram.

Perfumes and cosmetics are among the most
commonly purchased luxury products. The
respondents also often choose luxury clothing and
footwear as well as alcohol. It turned out that Poles
perceive luxury primarily in the light of brand prestige,

paying less attention even to the quality or appearance

The survey covered three generations of
Pales: Millennials (aged 18-35), Generation X
(aged 36-50) and Baby Boomers (aged &1+)

of the product. As regards luxury services,
going to exclusive restaurants enjoys the
greatest popularity, although such visits are
mostly occasional. The situation is similar
when it comes to accommodation in luxury
hotels and stays in spas. Luxury services are
regularly used by a small percentage of the

respondents.

The analysis has shown that most Poles do
not want to describe themselves as rich.

The threshold of wealth recognised by the

respondents increases pro rata to their own
earnings. For most of them, wealth entails,
above all, independence, ability to pursue their
passions and prestige. The respondents also
considered it necessary to take risks in order
to achieve a high income. The meritocratic
approach was most often demonstrated by
Millennials, who believe that wealth is within

everyone’s reach.
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Qur survey has shown that Poles are happy to buy fuxury
products or services: nearly three quarters of the
respondents declared that they buy such goods. Such

a high percentage may stem from the fact that there is
no universal definition of a luxury good, which means
that different sacial groups consider different products
as luxurious. Answers to subsequent survey questions,
e.g. 0nawareness of luxury brands, seem to confirm this
assumption. Interestingly, the youngest respondents,
aged 18-35, are more likely to declare buying luxury
goods than the other age groups.

People who do not buy high-end products most often said it
was because they did not have enough money. Other reasons
include no need to own such goods or lack of belief that a

higher price entails a higher quality.

287%
No

DO YOU BUY LUXURY
GOODS?

127%
Yes

AGED 18-35
AGED 36-60

80% © 77

AGED

HO%

Highest-earning respondents
(over PLN 20 thousand gross)
YES - 95%
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Source: KPMG in Poland based on web survey

WHAT KIND OF

LUXURY GOODS DID
YO U B UaEHDRURERENEGESH E

ENSRIRRCE A R ?

Perfume and cosmetics

Glothes and footwear

Alcanol

Jewellery and watches

Foreign trip

Home interior elements (e.9. furniture)
gar
Real estate 9%

Work for art 5%

KPMG

WHAT KIND OF LUXURY GOODS DID YOU BUY DURING
THE LAST YEAR?

PERFUME
0 CLOTHES AND FOOTWEAR
B2% 715
0]
JEWELLERY
HIGHEST-EARNING
RESPONDENTS AND WATCHES
(OVER PLN 20 THOUSAND 62(3/
GROSS PER MONTH) 0

AGE

CLOTHES AND FOOTWEAR 14% 65% 62%
JEWELLERY AND WATCHES 4% 47% 36 %

PLACE OF RESIDENCE
MEDIUM-SIZED SMALL

- CITIES TOWNS TOWNS VILLAGES
: PERFUME AND COSMETICS 12% 74% 17% 669%
Yacht/helicopter/aircraft 0% JEWELLERY AND WATCHES 159 549 189 419
Inthe 2012 edition of our report. the respondents with manthly eamings aove GENDER
PLN 37 thousand gross” were mast Ikely to decare the folowing luxUry goods purchased
) } PERFUME AND COSMETICS 819% 64%
N thelast year. perfume (58%), clothing (43%) and footwear (42%) In this Years survey ALcoHOLS e o

(he respondents rom the group with Simiiar Income most often purchased perume and

COSMetics (75%). clothes and footwear (68%) and alconol (59%)

* In the first editions of the report, we identified a group of aspiring consumers with a monthly gross income starting from PLN 3.7 thousand

(one of the tax thresholds).

© 2020.KPMG-Sp."zio
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9%

Over 30% of net
Income

29%
Less than 6%

of annual net
. income

WHATBPERCENTAGE
OF YOUR ANNUAL

l NET INNOME DO YOU

24% CURRENTLY SPEND

~30% of net income ON BUYING LUXURY

| GOODS?

|

4%

6-10% of
netincome

OF ANNUAL NET INCOME SPENT
ON BUYING LUXURY GOODS

6-10 %

PLACE OF RESIDENCE

MEDIUM-SIZED
TOWNS

SMALL
TOWNS

CITIES VILLAGES

Highestearning respondents

(over PLN20 thousand gross
monthly): nearly 30% of them spend
over 30%0f therr annua netincome
0N luxury goods

b

N ©2020 KP
Internation

Durjng|the last year, the respondents most often
decjded to buy luxury perfume and cosmetics,

clothes and footwear, as well as alcohols (73%, 67%

and 56% of indications respectively), while the least
frequent purchases involved yachts/helicopters/
aircraft, works of art and real estate (0%, 5% and 9%

respectively).

The greatest differences in preferences across

age groups were visible in purchasing luxury
clothing and footwear: more Millennials (74%) than
representatives of Generation X (65%) or Baby
Boomers (62%) declared buying products from this
segment. Intergenerational differences can also be
observed in the case of jewellery and watches: in
the last 12 months as many as 54% of the youngest
respondents purchased products from this category,
compared to 47% and 36% of the respondents from

the other two age groups.

Far more women (81%) than men (64%) decide to
buy luxury perfume and cosmetics. On the other
hand, more men (65%) than women (47%) purchase
high-end spirits. The highest percentage of the
respondents (41%) spend from 6% to 10% of their

annual net income on luxury goods.



Source: KPMG in Poland based on web survey

A half of the respondents declared that they

do not intend to change their shopping habits

over the next 2-3 years and intend to buy as
10%
yes, but less
than until now

many luxury goods as before.

DO YOU INTEND TO
BUY LUXURY GOODS IN
THE NEXT 2-3 YEARS? = 909

In the 2012 ediition of our report, the respondents yes, more often than

With gross eamings above PLN 37 thausand e
i {kely to cecire that oU%

ey month were mast kel 1o dedare that ther o 1 e same

Spendng on LTy goods would nat change i extent

the near future (48%) Inthis years survey. the

resnective percentage I the group with Simiar

ncome amounied (0 56%

PLACE OF RESIDENCE

MEDIUM-SIZED SMALL
YES, MORE OFTEN THAN CITIES TOWNS ToOwNs VILLAGES

UNTIL NOW

19% 27% 7% 19%
AGE

YES, MORE OFTEN THAN UNTIL NOW 28% 22% 10%
N O 14% 16% 29%



Source: KPMG in Poland based on web survey
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e highest percentage of the respondents claim they buy luxury products most

mmonly in traditional stores in Poland (58%) and via the Internet (57%). On the

other hand, the smallest group of the respondents decide to shop abroad, although

almost a half claim that they occasionally buy luxury products in other countries.

It should not come as a surprise that young consumers are much more likely to

opt for online shopping: nearly twice as many Millennials declare frequent or very

frequent purchases of luxury goods online compared to people from the 51+ age

group.

HOW OFTEN DO YOU
BUY LUXURY GOODS

I'N

CHANNELS?

THE FOLLOWING

I 7

2%

16%
I 5
I 55

I

I 5 :

3%
o
s
I-

3R
o

inPoland in abroad in traditional via the Internet
{raditional shop shop
. often or very often . rarely or very rarely . never

ABROAD IN TRADITIONAL SHOPS
OFTEN OR VERY OFTEN

PLACE OF RESIDENCE
MEDIUM-SIZED SMALL

CITIES TOWNS TOWNS VILLAGES
20% 16% 13% 14%

ONLINE

OFTEN OR VERY OFTEN

AGE

36-50 51+
11% 59% 36 %

ABROAD IN
TRADITIONAL SHOPS / INPOLANDIN TRADITIONAL SHOPS

TRAGICI 307 719

OFTEN OR VERY OFTEN:

VIATHE INTERNET
“OVER PLN 20 THOUSAND 0
GROSS A MONTH 62/0

Inthe 2012 gdition of our repart, (e responaents With gross eamings anove

PLN'3/7 thousand monthly admitted frequent or very frequent purchases of luxry
000ds In Paland (82%), followed Dy purchases aoroad (39%) and via the Intemet (3/%).
Inthis years edition, 1espondents Beionging to a Simiar Income Group also mast often
CNOSe SNaps In Poland (80%), oLt onine SNOping nas gained popularty (58%), and, as
a Catedory, It has outperformed traditional Stores anroad.



WIDER CHOICE

WHAT MAKES YOU 67%

BUY LUXURY GOODS HIGHEST-EARNING
RESPONDENTS*: CONVENIENGE

0)
*OVER PLN 20 THOUSAND 67 0

GROSS A MONTH

VIA THE INTERNET?

Comvenience
Lower pices

This question was asked to the respondents who declared buying local government online

?;’ Wider choice - availability of products 36-50

Z not availaole in Poland WIDER CHOICE 639 539 579

3 .

: Possibilty to return the goos

3 » SOCIAL MEDIA PRESENCE 15% 10% 5%

i New technologies to visualise the products

H (e.0. augmented reality) .

E Better customer service PLACE OF RESIDENCE

Q

=

z MEDIUM-SIZED SMALL

H Social megia presence CITIES TOWNS IR, VL LAGES

s CONVENIENCE 739 69% 74% 79%
POSSIBILITY TO RETURN THE GOODS 36% 43% 36 Y% 36%

The respondents decide to buy luxury goods online mostly

because of convenience, lower prices and a wider choice.

Inthe 2014 edition of our report, the respondents with gross samings above PLN /1 thousand per
month were mast Ikely {0 indicate that they Shop online DECaUSE Cf convenience. I this years
eition, the respandents from the same INcome group most commanly declared that they buy
JUXUry products oniine for (e same reason

r

y
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There is no single definition of fuxury goods. In arder to get a better idea of what Polgs unders![
concept, the respondents were asked to [iSt brand names in Specific market categorigs that th
with fuxury. In the car Segment, the respondents were most likely to indicate Mercedes, Lexus, . Porsche
and Audi.In the case of clothing, footwear and accessories, Louis Vuittan, Chanel, Gucci, Adida acalvin
Klgin were mentioned. This shows that luxury can be understood very differently: brands that are usually |
classified as popular sports brands are classified by some respandents in the IUXUH;/ segment.

a by this
ssociate

g
j e 3 e DJ[ | U ﬂ Inthe 2012 edition af our report, the respondents with aross earmings above PLN 3/ thousand per montn
. were most likely o incicate Mercedes and BMW n the car Segment. and. moreover. mentioned Lexus,
]C ‘ UXU [y POISCIR AN AU U AT, GuCc) and Versace Were mentioneg ameng vy cothing brands I e
. ~ Case of jewellery and watehes, the respondents mentioned Roiex. Omeda and Apart.
N PolaNd

In the segment of hotels, the respondents mostly associated luxury with
brands such as Gotebiewski, Hilton, Marriott, Sheraton and Dr Irena
Eris. In the case of alcohols, Jack Daniel’s and Johnnie Walker were

the leaders. Other brands of alcoholic beverages, indicated much less
frequently, included Dom Perignon, Moet & Chandon and Ballantine’s.

This suggests that in the case of alcoholic beverages luxury is more

)., a Polish limited it cOnmse ra member firm of the KPMG network of independent memberfifms Gty
operative (“KPMG International”), a S \__e__g:, diisnigiESTreServed



closely associated in Poland with the type of alcohol According to those surveyed, luxury perfume and cosmetics
(whisk(e)y, champagne) rather than with high-end brands. brands include primarily Chanel, Dior, Calvin Klein, Hugo

Boss and Armani. However, the respondents struggled

In the category of jewellery and watches, Rolex, Apart, to identify luxury brands of electronic equipment. The
Patek Phillippe, W.Kruk and Omega were among the most largest number of answers concerned Apple and Samsung,
frequently mentioned brands. followed by LG, Phillips and Bosch. It can be concluded

that most respondents identify luxury in this segment with

expensive smartphones.

E%%EY%'“MS THRESHOLD SUMS

LUXURY ALUXURY MENS FOR LUXURY
p|_N 19 PERFUME, WATCH, FROM PRODUCTS, AS
ALUXURY WEEKEND FOR FROM
TWOINASPA FROM thousand pLN 77 PERCEIVED BY THE
RESPONDENTS
thousand

I:]LN 46 ALUXURY NECKLAGE, FROM pLN H
mousand 1SOM.OF AN APARTMENT, |:)|—N 1 98 A

WITH TOP-NOTCHFNSH,FROM hUUS&ﬂU IO DIN 19 E\UL}EMSYIN
pLN 298 LUXURY HEFIEQUPMENT. FROM WATCH,FROM thousand EEESTUA
PIN1A PN -

ALUXURY LADES thousand - thousand

HANDBAG, FROM LUXURY
thousand MURAES - DIN 2 | i

PLN28 - LUXURY HOLIDAY thousand ISIES
: ALUXURY PAINTING, FROM ABROAD, FROM IjLN 66 FROM

mousandALUXURYUAR  PIN?109 PIN106 thousand .

thousand PIN 1 ki
PN 315 Fueusad, ;- . PLN 31 |

ALUXURY
HOUSHHU thousand ESSQAG g DRESS, FROM

ADINNER
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OF lUXUry gooas

When asked about the most important attributes of

luxury products, the surveyed Poles chose brand
prestige (68% of mentions), quality and reliability
(66%) as well as appearance, design and aesthetic
impression (63%) as the most important features
characterising luxury products. In turn, the least
commonly indicated features included the values
represented by the brand (17%) and celebrity
endorsements (27%). High price and brand tradition
are definitely more important for both older groups
(36-50 and 51+) than for people aged 18-35.

-
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IN YOUR OPINION,
WHAT ARE THE
DISTINCTIVE
ATTRIBUTES OF
LUXURY GOODS?

Brand prestige

Quality and reliability

Appearance, design, aesthetic impression
Brand awareness

High price

Unique/rare

Technologically advanced

46% Tradition/nistory of the brand

ed on web survey

e: KPMG in Poland bas:

21% Gelebrity endorsement

17% Brand values (fair trade, eco-friendly)

Sourc

Inthe 2010 edition o our repart, the respondents with gross eamings from PLN
8/ thousanc per month thought that aluxury brand should be characterised
primerlly By high quaity (83%), prestioe (61%) and nioh price (637%) ININIS year's
sUrvey, the respondents from a simiar income group believed that quaity
andreliabity (89%), brand prestige (68%) and appearance, desian, aesthetic
IMpression (64%) are the mast important attributes of luxury goods,

UNIQUE/RARE

6 2 % BRAND PRESTIGE
66%

HIGHEST-EARNING
RESPONDENTS *:

*OVER PLN 20 THOUSAND
GROSS A MONTH

QUALITY AND

RELIABILITY

60%

APPEARANCE, DESIGN
AESTHETIC IMPRESSION 677% 62% 59%
TRADITION/HISTORY OF
THE BRAND  89% 19% 19%
HIGH PRICE 19% 51% 59%

PLACE OF RESIDENCE

MEDIUM-SIZED SMALL

CITIES TOWNS TOWNS VILLAGES
HIGH PRICE ho% 48% 1% b7%
BRAND PRESTIGE 719 689 68% 63%
BRAND AWARENESS 539 50% 58Y% 58%
CELEBRITY
ENDORSEMENT 2% 23% 26% 32%
GENDER
FEMALE MALE
APPEARANCE, DESIGN, AESTHETIC IMPRESSION 889 60%
TRADITION/HISTORY OF THE BRAND 4929 50%

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG

International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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The most popular luxury services used by Poles include visits to
exclusive restaurants, with 4% of the respondents going there
regularly and 59% occasionally. A half of the respondents also
declared occasional visits to spas. These findings should not
come as a surprise: these services do not require any constant
financial commitment, and occasional use is within the financial
reach of an increasing number of Poles. However, there is a
clear intergenerational differentiation in this regard: visits to

luxury restaurants and spas are much more often mentioned by

f

.

young respondents versus those from the oldest age group. In turn,

staying in 5-star hotels is most common arllmg people aged 36-50.

e least popular luxury services among Poles include aircraft

as well as using a “-_




HOW OFTEN DO YOU HIGHEST-EARNING

RESP ONDENTS . GONG TOALUKLRY
USE THE FOLLOWING CESTARANT
SERVICES? *OVER PLN 20 THOUSAND 970/ STAYINGIN A LUXURY.

GROSS A MONTH 0 B-STAR HOTEL

0]
. ar P 9%

Visiting aspa [ 50% VISITING A SPA DOMESTIC

Staying in a luxury, 5-star hotel I3 9 900/ o
aying in a luxury, b-star hotel BG4 46% 0 78(_)/
Ordering clothes from designers/custom tailoring A 31% 0

Domestic help 26%

I

Stylist services [ 227%

Baby sitter [ 20%

A GE, REGULARLY OR OCCASIONALLY

Private personal trainr 18-35 36-50 51+

ABSthetic medicine services [ 19% VISITING A SPA 60% B1% 419%

GOING TO A LUXURY

Gardener i1 17% RESTAURANT 12% 67% 52%

Private driver STAYING IN A LUXURY,
5-STAR HOTEL 4% 68% 47%
Private yacht chartering  [ERRRRR

GENDER, REGULARLY OR
Private security guard 0CCASIONALLY

Lackey, concierge [T FEMALE MALE

DOMESTIC HELP 30% 36%

. Regularly

|| Occasionally

a member firm of the KPMG network
. All rights reserved.

Source: KPMG in Poland based on web survey
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LUXURY BRANDS
SOCIAL MEDI S

Y — 3/%

Yes

The vast majority (63%) of the respondents do not follow
luxury brands in social media. If they look at such profiles at
all, they usually visit fanpages of brands from segments such
as cosmetics and perfume (60%), jewellery and watches (59%)
and fashion (58%). The most popular platforms for observing
HIGHEST-EARNING
luxury brands include Facebook (80%), YouTube (56%) and i RESPONDENTS * !
o L
Instagram (56%). Not surprisingly, younger Internet users are +oVER PLN 20 TndOER \ o
more likely (54%) to follow luxury brands’ profiles in social media GROSS A MONTH
than slightly older respondents (34%) or the oldest ones (24%). r

Millennials prefer to follow the accounts of fashion brands while

JEWELLERY AND WATCHES

people aged 51+ are more likely to choose profiles of electronics 4 \ 0
and appliances brands. There are also intergenerational [— 59/)
differences in terms of social platform preferences: Instagram :

is more popular among Millennials (68%) while YouTube is the i

preferred choice of Baby Boomers (77%).

il

Intermational Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Source: KPMG in Poland based on web survey
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WHICH CATEGORIES OF LUXURY BRANDS
DO YOU FOLLOW ON SOCIAL MEDIA?

47%

WHICH CATEGORIES
OF LUXURY BRANDS
BI® YO Ussss@ll | O Y& O N

GENDER

MALE

This question was answered by the respondents who declared

following fanpages of luxury brands
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32%
30%
Food anc arink [ NEEE N

SOCIAL MEDIA? FASHION 70 % 42%
e 2 oe = B 2 = = CARS 38% 70%
g £ g £ £ 8 2
g £
S 3 e
g5 8 AGE
FASHION 63% 58% 48%
- HOUSEHOLD APPLIANCES/ . .
F CONSUMER ELECTRONICS 39% 49% 9%
£
8, PLACE OF RESIDENCE
2 MEDIUM-SIZED
238 TOWNS VILLAGES
283 ON WHICH SOCIAL
g5 CARS  48% 60% 15% 59%
sl MEDIA DO YOU
g:s PERFUME AND . .
éug FOLLOW LUXURY 0 COSMETICS 62% 58% 56% 63%
g2% o B8
3tz SRR D7 = 5 FASHION  60% 54% 54% 66 %
E B8 g8 2 § Z
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The respondents were asked to provide minimum sums of gross

monthly earnings which, in their opinion, would make a person
wealthy, rich or very rich. On average, the respondents said that

a wealthy person should earn at least PLN 15.6 thousand gross a
month, a rich person should earn PLN 45.6 thousand, and a very
rich person would receive PLN 224.4 thousand. The respondents
earning from PLN 20 to 50 thousand gross per month believed that
those who achieve a monthly gross income of PLN 18.6 thousand,
PLN 56.7 thousand and PLN 222.5 thousand were, respectively,

wealthy, rich and very rich.

In turn, the richest respondents (with earnings above

PLN 50 thousand gross per month) claimed that a person with an

WHAT ARE YOUR

CONNOTATIONS AROUND
HIGH EARNINGS?

Independence
Poportumy 0 DUrsLe
0ne's passion 63%
prstie
Responsiily
Stess

Securly The perception of wealth changes

otivation o ake aion a5 eamings increase. Poles saming
n between PLN 20 and 50 thousand gross

s DBr monin consider Someone who

f— sams more than PLN 567 thousand

gross per month to berich, while those
eaming mare than PLN 50 thousand
0ross per month belleve that a rich
person Should eam at least PLN 2496
thausand per month

Insecurity, risk
(8.0. of theft, blackmalil) -
mistrust [EEESN

omer [ 2%

income from PLN 50.1 thousand could be considered wealthy, the threshold
for a rich person would be from PLN 249.6 thousand, with PLN 1.2 million

for a very rich person. The responses given by people with an income

Source: KPMG in Poland based on web survey



above PLN 20 thousand gross show that
they consider themselves to be wealthy
rather than rich or very rich (they defined
the wealth threshold at PLN 18.6 thousand
and PLN 50.1 thousand gross per month
respectively). Notably, even the respondents
with the highest average income do not

consider themselves to be rich.

High earnings are mainly associated with
independence (70% of responses), the ability
to pursue a passion (63%) and with prestige
(51%). The respondents from the younger
generation were more likely to mention

prestige, luck and pressure, while the older

ones mentioned independence in this context.

Inthe 201/ edition of our report, the
respondents with high eamings (over

PLN 20 thousand aross per month) said that
high earmings were associated primarily with
the possinilty to pursue therr passions (69%),
Security (64%) and independence (63%)

People from the youngest generation (aged 18-35)
Wwere most ikely to assaciate high earmnings with
prestige (57% vs. 48% In the 36-b0 age group, and
A7%Inthe 51+ age group) and pressure (33% Vs

268% and 22%). Older respondents are more likely {0
associate high eamings with independence (72% and
13% Vs 65%)

L=

IF‘
=

-

——

Women (74%) were more likely than men (66%) (o
associate high eamings with independence

The highest-eaming respondents (above

PLN 20 thousand gross per month) ink high earmings
With independence (66%), prestige (55%) and
responsiiity (53%)



inion, the high professional
as achieved by rich Poles
e favourable political and

economic situat§pn (56%), social background (52%)

and luck (52%).'On the other hand, a lottery win
(24%), social network (34%) and education (39%)

!
were thought to be the least likely factors.

|I.

A small proportion of the respondents (4%)
dica other reasons, mostly negative, such as

heelln? déaling,fraud, dishonest

deals an:iﬁotls

18 35 years old)-are more likely to believe that

The youngest generation

I’ICh s owe their current position to hard work,

ed nd social background.

The older respondents are more likely to

think that the way to wealth leads through

an inheritance and a favourable social and
economic situation. One reason behind this
distribution of answers may be the fact that

the older generations witnessed the political
transformations in Poland changes and had the
opportunity to watch closely how large fortunes
were being made. The youngest generation,

in turn, believes the richest people owe their
position to merit-based factors. This may

be because they grew up in a culture where
founders of start-ups and technology companies
became the heroes of mass imagination. The
most popular of them became billionaires thanks

to their ingenuity and hard work.

© 2020 KPMG Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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IN YOUR VIEW,
WHICH FACTORS
GAVE RICH POLES
THEIR CURRENT
PROFESSIONAL AND
SOCIAL STATUS?

Favourable political and economic situation
Social background
Luck

Hard work

Character traits
(e.0. intelligence, selr-discipling)

Inheritance
Talent
Education
Social netwark

Alottery win

otner

THE HIGHEST-EARNING
RESPONDENTS* BELIEVE THAT
RICH POLES ACHIEVED THEIR

POSITION THANKS TO:

*OVER PLN 20 THOUSAND GROSS
A MONTH

SOCIAL BACKGROUND
CHARACTER TRAITS
EDUCATION

18-35b

FAVOURABLE POLITICAL
AND ECONOMIG SITUATION

ol%

GENDER
\/ AN
bb% 48%
48% 41%
42% 36%
AGE
bo% 68%
b6 % 42 %
46 % 45%
46 % 4%
34% 34%

PLACE OF RESIDENCE

FAVOURABLE POLITICAL .
AND ECONOMIC SITUATION 45%
SOCIAL BACKGROUND 579
HARD WORK 599
INHERITANCE 36%
EDUCATION 19

MEDIUM-SIZED
TOWNS
HARD WORK 509 149
A LOTTERY WIN 19% 939

VILLAGES

507% 92%

28% 28%

n



The largest group of respondents (81%) agreed that in order to earn a lot

bne needs to take risks. The respondents also often claimed that money

Irelps people to be happy (76% of mentions) and that wealth should be
shared (70%). The least appreciated opinions were those claiming that

the market puts the right value on people’s work (only 25% of mentions)

and that the earnings correspond with the effort put (31%). The biggest
differences between the generations were observed as regards the opinion
that everyone has a chance to earn well if they try hard enough. As many

as two thirds of Millennials agreed with this statement, while the respective
percentage in the oldest group was 39%. Serious differences were revealed
when it comes to taxation of the richest people: three quarters of the oldest
respondents support higher taxation for those who are wealthy while the
higher tax burden was appreciated only by 57% of the surveyed Millennials.
Younger respondents probably hope that they still have a chance to become
the highest-earning taxpayers so they look at this level of earnings as
prospective for themselves. In turn, the oldest respondents, who are already
retired or approaching retirement, may feel that their income depends on

the contributions made by other social groups.

The respondents from the youngest generation were
much morelikely (68%) to agree with the statement that
anyone can eam agood incomef they try hard enougn
Among the respondents from Generation X, b/% adreed
WIEN this Statement, with only 39% of Baby Boomers
supporting this view

On'the other hand, as many as /7% of the oldest
respondents suppart higher taxation for high eamers
Whle only 6% anc /% Support higher tax burdens
among Generation X and Milennials respectively

The vast majority (84%) of the hignest-eaming
respondents (over PLN 20 thousand per month) agreed
With the statement that in order to eam alot one must

take isks. In 2017 an affimative answer was diven by 81%
0f people from the Same incame group

VIG network of indepéndet ith KPMG



Eamings correspond with
the effort made

DO YOU AGREE

1%

Everyone would FOLLOWING
o) lie to earn more ,
55 A i STATEMENTS

Money is a good 660/0

measure 0f SUCCess The rich should pay

8’] O/ higher taxes
0
Toeamalot, 54?
one needs 0
fo take a risk Everyone has
achance to earn well

If they try hard

0%

Wealth comes more
from luck than from 0)
telent ang skils 76 /0

0 Money helps you
70 /0 to feel happy
Wealth should be shared: The market
people with higher earmnings values

should be generous WOrkers
philanthropists property

GENDER

EVERYONE WOULD LIKE TO EARN

MORE AT ANY PRICE 52% 44%

PLACE OF RESIDENCE
MEDIUM-SIZED SMALL

CITIES TOWNS TOWNS VILLAGES

THE RICH SHOULD PAY o o

HIGHER TAXES 61% 65% 1% 69 %
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Source: KPMG in Poland based on web survey
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The surveyed Poles have a practical

pproach to work: for two thirds of them,

1Ihe main motivation to work is to provide

for themselves and their loved ones. Other
frequently mentioned factors that motivate
the respondents to get up every morning
include money (57% of mentions) and
personal satisfaction (42%). The latter reason
was indicated more often by women (47%)

than men (37%).

For the youngest generation, in turn, money
is the most important mgtivation, indicated
by only a half of the oldest respondents.

In comparison with the older respondents,
Millennials are more likely to perceive work
as an opportunity for career advancement

and promotion within the structures of an

organisation. For Baby Boomers, on the other
hand, work is much more likely to be seen

as a necessity to provide for themselves and
their families. This distribution of responses

is prob

e to the fact that younger

lesSHlikely to be respo‘r}gﬂbl

hers.
———

-
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Inthe 2010 edition of our report
[Ne respondents eaming over

PLN 37 thousand gross per month
mentioned personal satisfaction,
Mmoney and providing for therr loved
0nes as therr main motivations
(about /0% of totalmentions). In
TS years survey. the respondents
floma similar income group stated
that therr key mativations included
the need to provide for ther

l0ved ones, money and personal
Satisfaction

CITIES

Source: KPMG in Poland based on web survey

MEDIUM-SIZED

WHAT IS YOUR MAIN

MOTIVATION TO WORK?

Providing for myself and my family

Money

Personal satisfaction

Sense of duty

Gaining funds for investments | have planned

Opportunity to meet people

Gareer advancement, promotion

A sad necessity

Power

PLACE OF RESIDENCE
SMALL

TOWNS TowNs VILLAGES
44 42% 36%
26% 30% 29%
24% 21% 20%

57%

42%

1%

II||r

25%

20%

16%

12%

| I

4%

PROVIDING FOR MYSELF

AND MY FAMILY 61%
CAREER ADVANCEMENT,

PROMOTION 28%

MONEY 609

PERSONAL SATISFACTION

PROVIDING FOR
MYSELF AND MY FAMILY

5, o185

KEY MOTIVATING
FACTORS FOR THE
HIGHEST-EARNING

RESPONDENTS *:

*OVER PLN 20
THOUSAND GROSS A
MONTH

PERSONAL

SATISFACTION

487%

AGE

66% 714%
12% 10%
57% b2 %

GENDER
47 % 37%

83



asked about the leisure activities
ch\gre associated with luxury, the
regspondents mainly mentioned travelling,
visiting a spa, sailing or going on a cruise.
Other answers included going to luxury
restaurants, exclusive shopping, playing
golf and participating in cultural events

(opera, theatre, concerts, etc.).

In the question about making a dream
come true regardless of money and work,

the surveyed Poles mostly indicated

traveling (around the world, a space
flight, a hot air balloon flight, a boat
cruise, etc.) and buying real estate.

The respondents often gave answers
concerning health, not only their own
but also that of their family members.
Other dreams concerned the happiness
of children, providing financial security
for the future for the respondents and
their loved ones (also in old age), buying
a car, achieving peace of mind, finding a

partner and making investments.

Please name 3 ways of spending time which
you think are refated to fuxury

TRAVELLING
VISITING A SPA
SAILING

[f you could fulfil one of your desires, without worrying
about the money and job, what would you do?

TRAVELLING (AROUND THE WORLD;
INTO OUTER SPACE, OTHER SPECIFIC
PLACES ON EARTH; A CRUISE)

HOME

HEALTH



\
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When asked about inheriting luxury goods from one

generation to another, only 15% of the respondents

answered to the affirmative. Real estate was the most As many as one fifth of the hignest—eaming
frequently mentioned type of goods. Moreover, a large rBSUOH[JBn[S [OVB[ PLN 20 thousand Der momm

proportion of the respondents’ families transfer jewellery,
watches, works of art, silver goods, gold and china. Other

items inherited from generation to generation include

AL

T

YN PoISh

ES

furniture, cars, books and musical instruments.

16%

Yes

ARE THERE
LUXURY GOOD
YOUR FAMILY THAT
ARE INHERITED FROI
ONE GENERATIO
ANOT R

deciared INneriing luxury products in ther families

Source: KPMG in Poland based on web survey &

th KPMG '
- \




80%
Female

eMograpnic dad

The data presented in the report comes from
questionnaires administered by Norstat in October
2019 using the CAWI method (Computer Assisted
Web Interviews). The research sample was selected
to correspond to the Polish population in three
approximately similar age groups: from 18 to

35 years of age, from 36 to 50 years of age and

51+ years of age. A total of 1,549 respondents were
surveyed. The largest group of the respondents
(42%) were those earning up to PLN 3.5 thousand

gross per month. The remaining respondents

Male

were grouped as follows: from PLN 3.6

to 7.1 thousand gross per month (36%),

from PLN 7.1 to 20 thousand gross (18%),
from PLN 20 to 50 thousand gross (2%) and
over PLN 50 thousand gross (1%). The most
numerous occupational group among the
respondents were white collar workers/
specialists (30%). The remaining occupational
groups were as follows: pensioners (16%),
mid-level managers (11%), skiled workers

(11%) private entrepreneurs (8%), liberal

34% ———

32%
18-35 V.0,
34%
36-50 y.0.

professions (8%), unemployed people (4%), top
managers (3%), students (3%) and farmers (1%).
The largest proportion of those surveyed live in
cities with over than 250 thousand inhabitants
(33%), followed by: towns with 20-100 thousand
inhabitants (22%), villages (20%), cities with
100-250 thousand inhabitants (15%) and town
with under 20 thousand inhabitants (10%). The
largest group of respondents came from the
Mazowieckie voivodship (17%), with the following
other voivodship being also strongly represented:
Slaskie (12%), Matopolskie (9%), Dolnos$laskie (8%)
and todzkie (8%).

Source: KPMG in Poland based on web survey



1%
Farmers
1% 99
over PLN 50 thousand Students
2% 3%
PLN 20-50 thousand Top managers

0%
Rentiers (receiving income from capital/estate)

4%
18% Unemployed
PLN 7.2-20 thousand

(o]

other 30%

White collars/
8% specialists
Liberal professions

NET MONTHLY INCOME OCCUPATION

8%
Entrepreneurs,
self-employed people

42% 1% 1%

up to PLN 8.5 Skilled workers
thousand

36%

PLN 3.6-7.1 thousand health reasons)

1%
Mid-level managers

Source: KPMG in Poland based on web survey

Pensioners (old age,

87
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Village

10%
Town, under 20K
residents

22%
Town, 20-100K
residents

PLACE OF RESIDENCE

33%
City, over 250K
residents

16%
City, 100-260K
residents

2%
Opolskie
3%
Warminsko-mazurskie
3%
Swigtokrzyskie

2%
Lubuskie

17%
Mazowieckie

3%
Podlaskie

5%

Podkarpackie

5%
Zachodniopomorskie
5%

Lubelskie

%

Pomorskie

12%
Slaskie

VOIVODSHIP
OF POLAND

9%
79 Matopolskie
Kulawsko-pomorskie
8%

Dolnoslaskie

1%
Wielkopolskie 8%
todzkie

Source: KPMG in Poland based on web survey
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