
portfolio and of his 
Florida real estate 
investments falling, 
he recently decided 
that there were a 
few things he could 
do without.
The renovation of 
his summer home 
in the Hamptons? 
Not just now. 
Adding to his 

collection of photographs 
of American Indians by 
Edward Curtis? “I’ve 
passed on the last couple 

Justin Israel, a retired 
garment manufacturer, 
is a wealthy man with 
an apartment on Central 
Park South and a beloved 
collection of art. But with 
the value of his stock 
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   Same-store sales at Saks 
rose just 3.8% in the first 
two months of 2008, a 
fraction of the 18% jump 
posted a year earlier. 
Meanwhile, real estate 
agents say the market for 
second homes has tumbled.
Some wealthy New Yorkers 
who have lost their jobs 
or who are facing much-
reduced bonuses this year 
have a real need to change 
their lifestyles. Others, 
like Mr. Israel, are feeling 
squeezed by the sudden 
drop in the value of their 
investments.
   The Bear Stearns story is a 
tale dramatic enough to give 
even a billionaire pause: 
James Cayne, chairman of 
the beleaguered securities 
firm, sold his stake—worth 
almost $1 billion last year—
for just $61.3 million.
   Some financial advisers 
report that the wealthy are 
moving assets into safer 
investments in the wake of 
the Bear Stearns debacle.

Avoiding the Bear trap
“IT’S ABOUT AVOIDING 
a situation where you could 
lose 20% of your assets 
in a week,” says Tommy 
Gallagher, chief executive of 
Tiger 21, a Manhattan-based 
club for individuals whose 
net worth is more than $10 
million.
   A large number of the 
well-to-do are reacting to the 
general economic malaise. 
They are conscious of the 
fact that while they may not 
need to pare spending, many 
others do.
   “I cut back on conspicuous 
status expenditures because 
I don’t think they’re as 
appropriate during a 
downturn as they are during 
a time of prosperity,” says 
Mark Kress, who earns an 
eight-figure salary as chief 
executive of Spencer Forrest 
Inc., a manufacturer of hair-
care products.
   “While I could easily 
afford to go to Europe, 
there’s an absurdity to $30 

martinis and $2,000 hotel 
rooms that I can’t accept,” 
adds Mr. Kress, who recently 
backpacked through Laos 
and Cambodia.
   Mr. Kress is typical of 
many of the well-to-do, 
according to experts. Among 
the upper echelons, the latest 
styles have been the initial 
casualties, says luxury brand 
consultant Suzanne Hader, a 
principal of 400twin.
   “They would rather put 
money into experiential 
stuff, like great vacations, 
than fashion—things that 
will have an impact on 
emotional life,” she says.

Spending on substance
In a nationwide survey of 
more than 200 individuals 
whose net worth is between 
$1 million and $10 million, 
researchers from Prince & 
Associates Inc. found similar 
patterns. Sports cars are a 
no-go, but vacations of more 
than $10,000 are still on the 
agenda.
   In short, frivolity is out 
of style. Substance is in. 
New Yorkers, in particular, 
are thought to be wedded 
to experiences, like dining 
out, expensive spas and top 
exercise trainers. But they 
are able to walk away from 
items such as jewelry and 

furniture.
   “Do I need that expensive 
piece of clothing or a new 
watch?” says Sam Ewen, 
president of marketing 
company Interference Inc.
   “The things I might at 
other times say I can drop a 
couple of grand on, I’m now 
putting a second filter on.”
   Mr. Israel just renewed 
his subscription to the 
Metropolitan Opera, where 
attendance for the 2007-08 
season is up about 5 percent 
over year-earlier levels.
   “Do we think a second 
time about spending a lot of 
dough on something?” he 
asks. “Yes. But in the final 
analysis, we’ll still live our 
lives.”

Ultrarich New Yorkers cut back luxury

of auctions,” he says.
As the economic mood 
darkens, even wealthy 
New Yorkers are cutting 
back. Acting less out of 
necessity and more out of 
a general feeling of anxiety 
or caution, many of the 
city’s rich—including 
multimillionaires—are 
thinking twice about 
the latest sports car, 
designer handbag or home 
remodeling.

Luxury declines 
   “THIS IS THE YEAR 
the bottom falls out of 

luxury,” says Fred Crawford, 
managing director of 
AlixPartners, a restructuring 
and financial advisory firm.
   He predicts that luxury 
shoppers will trade down to 
less pricey stores and may 
even consider no-frill brands.
    Nationwide, spending 
on luxury goods was 
down 5.8% in February, 
according to MasterCard 
SpendingPulse, a retail 
indicator based on 
MasterCard transactions and 
estimates of cash and check 
purchases.


