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At a glance

{(

Thank you for taking the time to open and read this report.

In Q4 2022, Mustard conducted a survey with a Nationally Representative
sample of 1,000 UK consumers aged 18+.

We set out to understand how consumers in the UK are navigating the cost-
of-living crisis and the implications for the grocery retail sector.

As predicted, and as reported, consumers are being forced into behaviour
change and are cutting back - in some cases, quite drastically.

This report shares the headlines of how rising prices are impacting different
audiences (attitudinally and behaviourally), with recommendations on how a
targeted approach can help retailers (and manufacturers) win and build
loyalty.

For more information, please get in touch. We would love nothing
more to chat you through the insight and implications.
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The state of the UK
economy is nhow the
undisputed number one
concern of UK adults.



Of all the issues in all the world...

The Top 20 issues of most concern to the UK

Relative change since 2018

I UK Economy

+30% and 1 2 places I

National Health Service

Russian Policy (and Putin specifically)
Poverty / Inequality

Global Warming

Crime / Law & Order

Housing

Brexit

Care for Older People

Covid-19 / Coronavirus

UK immigration

Animal Welfare

Plastic in the Oceans

Education / Schools

Homlessness

Terrorism

Potential new Pandemics (e.g. Monkeypox)
Transport

Rights / Opportunities for people from BAME backgrounds
Rights / Opportunities for LGBTQ+ Community

S I——
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W 1st Concern

Two-thirds (66%) of UK adults say
the UK Economy is one of their
biggest concerns at the moment.

One in three (31%) say the economy
(including growth, jobs, inflation, interest
rates, etc.) is their NUMBER ONE
concern - that’s more than three times
as many as selected issues such as
Russia and the NHS. Data published by
Statista suggests that the concern is
particularly focused on inflation, and our
survey supports this.

The economy has grown significantly as
an issue over the last four years, with the
proportion of those saying it is a concern
almost doubling, and as such it has
overtaken the NHS as the Nation’s top
priority.

Females and Gen Y (Millennials) are
relatively LESS likely to select the UK
Economy as one of their Top 5 concerns -
as are those who are renting from a
social landlord.



The cost of food is the second biggest concern

% Very concerned about cost / price rises for...

Gas and electricity NI 76 %
Food in the supermarkets 65%
Petrol / diesel ININEGEENE 44
Insurance (car, home, etc.) IIIIEIG 33%
Going on holiday I 26%

Days out I 22°%
Train travel N 21%
Clothing / footwear [ 20%
Meals out I 19%

Owning a pet I 18%

Breaking out the economic factors in more detail, the gas and
electricity price rises carry the greatest weight with three
quarters of UK adults being very concerned about these.

This is unsurprising given that in October 2022, households are
paying, on average, 88.9% more for their electricity, gas, and other
fuels than they were paying a year ago (ONS data).

Second to these however are the increasing cost of buying
food in supermarkets, with two thirds of UK adults being very
concerned.

Again this is understandable given recent trends. ONS reported last
month that food and non-alcoholic beverage prices rose by 16.4% in
the 12 months to October 2022.

In September the ONS reported a substantial increase in the lowest
prices for a range of everyday goods year-on-year, including:

Pasta +60%

Tea +46%

Chips +39%
Bread +38%
Biscuits +34%
Frozen veg +32%
Milk +29%
Tomatoes +19%
Coffee +19%

It's the every day staples where consumers
are being hit hardest.



People with
more mouths
to feed are &
naturally most

concerned
(71% for those with

or thodt watier T ~ %" #Fhis rises to
nearly 4 in 5
where they
have children
aged >4

(78%).




'Concern‘is highest for
under 25°s (72%) but
falls t'o 60% fion thoese
aged 58+. 7
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UK adults are
cutting back in lots
of different ways

Necessity iIs forcing
behaviour change




') of the UK’population i
rising costs will impac




The most common changes are already happening

Likely behavioural changes as a result of increased prices and cost of living...

Buy more “own label” supermarket brands

Use discount / cheaper supermarkets more often

Take increased notice of offers and deals (such as multi-buys)
Buy food that is reduced in price (near use by date)
Prepare meals with cheaper ingredients

Have fewer take-aways (eat home cooked food more often)
Visit restaurants / cafes less often

Eat more healthily / Cut down on treats

Eat food that is past the “best before” date

Buy less meat

Eat food that is past the “use by” date

Visit restaurants / cafes that are less expensive

Skip some meals altogether

Buy fewer ready meals

Buy less fish

Use food banks / Olio

Have more take-aways (eat out-of-home less often)
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With over four in five people indicating
that cost increases will impact what
they eat, there are a whole host of
anticipated behavioural changes.

The most prominent is the likelihood to buy
more private label supermarket
products as an alternative to brands. This
behavioural shift has already been
recognised as own label share increased to
over half of grocery spend earlier in 2022,
and the growth looks set to continue. As the
cost of staples increases, it is important that
retailers provide the private label
alternative.

The second most common change is likely to
be a shift towards discounters. Again,
this is already happening and explains the
growth in private label to some degree.
Notably, Aldi’s sales rose by 18.7% over the
12 weeks to 4 September 2022, reaching a
9.3% market share and making it Britain’s
fourth largest supermarket for the first time
(surpassing Morrisons). Meanwhile Lidl grew
sales by 20.9% and its market share has
increased to 7.1%.



But it's not just a shift from
the established brands and
retailers.

Those changes are not enough for
many. Other cuts and behaviour
changes are happening too.




2in5 (39%)
are more likely
to buy food that
Is reduced in
price when it's
near to it's use-
by date, and a
quarter are
more likely to
eat food beyond
its use by date.

The knock-on effects of this
will have implications for
retailers in terms of
shopping times,
merchandising, stock
management and wastage.






are more
likely to
skip meals
because of
rising costs
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by nearly 2to 1

There are more than 2,500 food banks across the

UK and 1,463 McDonald's restaurants.



https://commonslibrary.parliament.uk/research-briefings/cbp-8585/#:~:text=How%20many%20food%20banks%20are,least%201%2C172%20independent%20food%20banks.
https://www.mcdonalds.com/content/dam/uk/nfl/pdf/reports/genderpay-report-2021.pdf
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https://www.bidfood.co.uk/food-and-drink-trends-2022/health-is-wealth/

1 In 4 say they will cut-back
DN take-aways and prepare
more meails at home

httDs://www.reuters.com/business/retail-consumer/deliveroo-savs-fulI-vear-revenue—wi|I—be—Iower—end—ranqe—2022—10—%1\/‘.;'.'


https://www.reuters.com/business/retail-consumer/deliveroo-says-full-year-revenue-will-be-lower-end-range-2022-10-21/
https://www.business-live.co.uk/retail-consumer/sales-surge-nandos-peri-peri-23935278
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UK adults are taking broader action and cutting back qq

Just 8% say they are effectively doing “nothing” (i.e. not changing behaviour at all).

Try to use less energy (turning heating / lights off)

Reduce the amount you save

Shop around for cheaper insurance

Delay or cancel home improvements

Take money out of other savings / investments

Cancel TV / music subscriptions

Give less to charity

Sell possessions / clothing online

Switch to cheaper mobile / broadband deals

Delay or cancel buying a new car

TOP 10 FINANCIAL BEHAVIOUR CHANGES
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Unsurprisingly, these consumer worries are
driving behaviour change.

We provided a long-list of options, including
ways in which people could manage bills /
household finances, and asked which they were
MOST likely to do and which others they are also
likely to do in order to manage increasing prices
and their cost-of-living concerns.

People say they will be cutting back in lots of
different ways - including reducing energy
usage and savings.

Aligned to previous insight, around three in 10
also say they will make efforts to shop around
for cheaper insurance. It is Gen X and Baby
Boomers who are relatively more likely to say
this.
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People are trying to cope in a variety of ways (1) =

This includes reducing energy consumption and embracing the circular economy.

OTHER COPING BEHAVIOURS

The cost of living crisis could, inadvertently, be

benefitting the environmental and sustainability

agendas.

A majority of households in the UK are also Try to use less energy (turning heating / lights off) 27%
trying to manage their financial situation by
addressing their energy consumption. For more
than a quarter (27%) one of their first actions for
navigating the ColL crisis is to try to use less energy

by turning off their heating and / or lights. Cancel TV / music subscriptions

Aside from this, people are cutting back in
entertainment (such as cancelling TV / music
subscriptions) and are also likely to donate less
to charity.

Sell possessions / clothing online 17% 4%
There is a lot of evidence to suggest the circular
economy will benefit from the squeeze on people’s
incomes — with more than one in five (21%) saying
they will sell clothes / possessions online. In
particular, this is a popular way for females and
households with children to cope with financial
pressures.

Give less to charity 18%

As reported recently on the Mustard blog, online
marketplace Vinted has gone from supporting 1.2
million UK members a couple of years ago to the eight Cancel magazine / newspaper subscriptions 7%
million it hosts today, representing a staggering
growth in its popularity.

0% 10% 20% 30% 40% 50% 60%

m Also likely to do m Most likely to do

https://www.mustard-research.com/blog/buying-new-clothes-is-so-last-season/ 2 1



https://www.mustard-research.com/blog/buying-new-clothes-is-so-last-season/

People are trying to cope in a variety of ways (2)

With the current unemployment rate in the UK now as low as 3.6

percent (September 2022) - the lowest for almost 50 years — households
are trying to boost incomes in other ways too — and not just by using Vinted,
eBay, Gumtree and Facebook Marketplace.

For some, just cutting back and selling unwanted items is not enough.

Many people are already working extremely long hours, with over a quarter (28%)

of full time workers working beyond the recommended maximum 48 hours a week.

As widely reported, industrial action is already happening or being discussed
across multiple sectors and industries due to dissatisfaction with pay and working
conditions. Everybody now knows who Mick Lynch is regardless of where
sympathies lie!

Royal London’s second Cost of Living survey of 4,000 adults in September 2022
also reported that 16% of workers have taken on an additional job to help
pay for the cost of living increases. Extrapolated to the UK adult population,
that equates to 5.2 million people taking on additional employment.

Despite working multiple jobs or very long hours, many are still struggling to bring
in enough money to pay for increased living costs. Are we headed for burn-out
Britain?

Finally, there is also strong evidence that some other people are turning to
gambling, with women in particular gambling more.

New research published by Opinium has revealed one in four (24%) women aged
18-49 who gamble expect to gamble more in the coming months due to the cost-
of-living crisis, with more than one in 10 (12%) reportedly already having turned
to gambling in an attempt to supplement household income.

https://www.opinium.com/gamble-aware/

https://www.statista.com/statistics/279898/unemployment-rate-in-the-united-kingdom-uk/

https://www.royallondon.com/about-us/media/media-centre/press-releases/press-releases-2022/september/cost-of-living-crisis-leaves-millions-taking-on-second-job/

22


https://www.statista.com/statistics/279898/unemployment-rate-in-the-united-kingdom-uk/
https://www.royallondon.com/about-us/media/media-centre/press-releases/press-releases-2022/september/cost-of-living-crisis-leaves-millions-taking-on-second-job/
https://www.opinium.com/gamble-aware/

So what does
this mean?




What are the implications for the sector?

Consumer behaviour is changing so quickly — and in so many ways - that up-to-date insight has never been more
important.

It is difficult to make sweeping recommendations given the broad audience for this report, but a review and refresh of
market / customer segmentations could prove valuable as the underpinning needs and motivations driving consumer
behaviour and choice have undoubtedly shifted over the last 12 months.

In addition to this, some further areas for consideration include:

Grocery retailers

. Is there scope to go harder on the “yellow ticket” aspect. Can you be more structured / focused around this? Promoting actual times “yellow ticket”
goods will be available or implement differential pricing at certain times of day (perhaps linked to loyalty card)?

. Is there an opportunity for broader retailers to embrace the 2Good2Go concept, offering grab bags of near-end date produce at the end of the day?

. With the biggest price increases being on everyday grocery “staples”, is there scope to create a saver “bundle” as you see in other sectors? For
example, this could be 4 pints milk, bread loaf, potatoes, pack of mince and some veg at a discounted price? Or perhaps a Riverford type
competitor of a pre-selected mix of fruit and veg at a discounted price?

. With consumers compromising on use-by dates, is there scope to make “longer shelf life” a stronger sub-brand to promote harder in the same way
retailers do for things like value, healthy eating etc. There is a strong message around reduction/elimination of waste, and reduction of risk. There
may be barriers to overcome in terms of perceptions around healthiness and quality.

Value brands

. There is a greater requirement to add more depth, breadth and innovation to value ranges to enable people to access more diverse options at a
more affordable price.

. Equally portion sizes must be considered. More than ever, there is a need to provide larger sized options to enable families to feed more for less,
and enable them to feel more fulfilled in their purchase.

Premium and “treat” brands

+ There is a need to emphasise that you can still indulge in an affordable way. Can you emphasise the cost saving of indulging at home rather than
“eating out” more? Can you emphasise the linked benefits more? (e.g. the saving of indulging in-home rather than eating out, means that you can
afford to keep Netflix as well?). Is there an opportunity for smaller format development - ‘little treats’ that don’t cost a fortune?

We hope that this summary report has given you food for thought (no pun intended... honest) and provided useful
insight and understanding to inform your thinking and decisions.

24



Appendix

What we did and what we covered

An online survey of 1,000 UK Consumers

Quotas set to ensure a nationally representative sample according to:

Age
Gender
SEG
Region
Ethnicity

Surveys completed in Q4 2022.

10-minute survey including:

Screening, demographics and profiling

Understanding macro concerns

Priorities when grocery shopping

Healthy lifestyles behaviour

Financial services product behaviour / consideration

Relative concern with rising prices / cost of living (and why)

Scale questions to understand relative price concerns by sector / category

Exploration of what things people say they are MOST likely to do and ALSO likely to do as a
result of rising prices / cost of living by sector, including:

« Leisure and Tourism / Days Out
+ Food & Drink / Grocery Shopping
- Financial Services / Money Management

Plus political affiliation

25
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