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Meet the Millennial Consumer
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Born between 1980 and 1997, millennials are the largest demographic cohort in the United States, representing
about 25% of the population, and their characteristics and values are re-shaping the way businesses think about
consumers.
A Different Kind of Shopper
Millennials place a heavy emphasis on experiences. It is well documented that they like to travel abroad, go skiing,
and go to concerts, for example. Much publicity has also been generated about this generation’s lack of
enthusiasm for shopping. However, contrary to public opinion, this generation does like to shop, but they shop in
a different way than past generations.
Past generations typically shopped to gain information about a product’s features and price. When millennials
shop, however, they likely will have researched the product’s features and price before stepping foot in the store.
Shopping to them is not about gaining factual information, but having a sensory experience that can’t be
duplicated online.
Retailers that offer consultative, interactive, or entertaining experiences are better able to attract millennials to
their physical store locations. For example, a consumer electronics company may let customers play around with
the brand’s latest and greatest devices.
A cosmetics retailer may appeal to their target market by creating an environment that engages and encourages
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trial and testing so that they can find the perfect shade of blush to feel confident in trying a new brand. Engaging
customers by offering unique experiences is essential to attracting millennials consumers to retail locations.
Out With the Old, In With the New
Millennials are early adopters of new products, primarily because they came of age in the 1990s, a period of
significant technological change. While this early adoption mentality is clearly evident with technology products,
the attitude also applies outside of technology.
When a new fashion trend hits the runway in Paris, for example, millennials are eager to get their hands on the
clothing. As a result, fast fashion retailers—who can keep fresh product on their shelves better than traditional
department stores—have been very successful with millennials.
Fast fashion retailers can spot a trend on the runway and have a similar product in their stores in a matter of
weeks. With the traditional retail business model, product could take 18 months to go from an idea to the store.
This should serve as a guide to retailers looking to attract millennials to physical store locations. Consumers in this
generation are much more likely to visit if they know store shelves will continually be refreshed with the latest and
greatest merchandise.
Niche Is Better Than Name Brands
Millennials generally don’t like big brands. Big logos on clothing and catchy slogans don’t resonate with this
consumer. That presents challenges for some companies. If a brand is not careful about how it grows, a high level
of visibility may make it appear too “mainstream” and no longer unique.
Take craft beer, for example. Many local producers want to grow, but some have reached a point at which they’re
so widely distributed that they’re not hip anymore. In order for brands to stay relevant with this generation, it’s
essential to keep a local, small, independent image.
There are exceptions to this rule. Some big brands have been able to create niche products within their portfolio of
brands. For example, a large sneaker company recently executed this strategy successfully. How did they do it?
First, they brought back product from past decades then rebranded the styles by partnering with a trendy celebrity.
Finally, they relied heavily on social media platforms to promote the product. The brand turned old styles into
something new again and created niche products within its brand portfolio.
Value is Relative
Millennials, like most consumers, look for value. However, value to a millennial may mean something different
than value to a baby boomer. A baby boomer may see a frozen meal for the low price of $0.99 and think, “What a
great deal!”
A millennial may look at the same meal and think, “I pay $4.00 for my premium coffee; there must be something
wrong with a $0.99 dinner.” To a millennial, a low price doesn’t equal a good value if the product is perceived as
low quality.
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Off-price retailers have figured out that offering premium brands at discounted prices resonates with millennials
and are seeing better traffic in their stores relative to traditional retailers. Also, going back to experience-based
shopping, off-price retailers have done a great job of creating a “treasure hunt” feeling in their stores where
consumers have to search to find the bargain they are seeking. Value and experience!
Convenience Is King
Millennials value convenience which is one reason online retailers appeal to this generation. This trend picked up
as millennials took up residence in more urban areas where delivery was more accessible than in suburban or rural
areas. However, the convenience of delivery has now spread outside of urban areas.
Two-day shipping is no longer the exception, but the norm. Not only are delivery charges diminishing and delivery
speeds improving, but many companies are also offering free returns in order to get consumers to have no fear of
regret if they do not like an item.
How Do Millennial Preferences Affect Companies?
Millennials now represent roughly 20% of consumer spending in the U.S. This level will likely rise as the generation
matures into its prime spending years. As millennials age, priorities will shift, but preferences are likely to remain.
Companies and brands must adapt to appeal to these preferences.
As an analyst, I want to know that a company understands the nuances between the demographic cohorts that
constitute its target customers. The most successful consumer companies know who they’re targeting and what
matters to them and are often heavy users of data.
Companies can collect data through a website, an app, or a membership program, but that is only the beginning.
They must use the data to create a continual feedback loop that can be used to improve customer
communication, marketing efforts, product development, and customer service. It’s all about getting the
information, synthesizing it, and using it to improve the product or service.
Technology is critical if companies want to appeal to millennials. It is how they research a product, how they find
out about new products, and how they tell their friends about their favorite products. Technology has created
more educated consumers by increasing price transparency and allowing consumers to get reviews of products via
independent websites, blogs, and social media.
Social media also creates another way for companies to reach their target market. Receiving an endorsement from
someone with lots of followers on Instagram can have a more significant impact than a TV ad during primetime, for
example. Companies that understand how their products fit into these new forms of media will have an advantage
over their competitors.
As investors, we must understand how our companies think about the changing dynamics of the consumer
landscape. As preferences and trends evolve, companies that can evolve simultaneously will be better positioned
for long-term growth.
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Disclosure:
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Information and opinions expressed are those of the authors and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC, or affiliates. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed.
Information is current as of the date appearing in this material only and subject to change without notice.
Statements concerning financial market trends are based on current market conditions, which will fluctuate. This
material may include estimates, outlooks, projections, and other forward-looking statements. Due to a variety of
factors, actual events may differ significantly from those presented.
Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both
real and perceived general market, economic, and industry conditions. The securities of smaller companies may
be more volatile and less liquid than securities of larger companies. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks.
These risks may be enhanced in emerging markets. Different investment styles may shift in and out of favor
depending on market conditions. Individual securities may not perform as expected or a strategy used by the
Adviser may fail to produce its intended result.
Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit, and inflation
risk. Rising interest rates generally cause bond prices to fall. High-yield, lower-rated, securities involve greater risk
than higher-rated securities. Sovereign debt securities are subject to the risk that an entity may delay or refuse to
pay interest or principal on its sovereign debt because of cash flow problems, insufficient foreign reserves, or
political or other considerations. Derivatives may involve certain risks such as counterparty, liquidity, interest rate,
market, credit, management, and the risk that a position could not be closed when most advantageous. Currency
transactions are affected by fluctuations in exchange rates; currency exchange rates may fluctuate significantly
over short periods of time. Diversification does not ensure against loss.
There can be no assurance that investment objectives will be met. Any investment or strategy mentioned herein
may not be appropriate for every investor. References to specific companies are for illustrative purposes only and
should not be construed as investment advice or a recommendation to buy or sell any security. Past performance
is not indicative of future returns.
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