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Introduction

At the beginning of 2010 Medi aComdés Real Worl

findings from our Real World Money project. We took a comprehensive look at the past 16
months, outlining changes in society with regards to money, and focusing on consumer
behaviour, attitude and value changes as a result of the recession. We carried out in-depth
research, following 21 families since September 2008, and running quantitative research to
complement this longitudinal study. Based on this insight we were able to offer our predictions
for future consumer behaviour.

This report is an update to our January work and incorporates our latest research, a
quantitative study of 1000 respondents.

What you can expect from the report

This report revisits key themes identified at the beginning of the year, and explores how
consumers are feeling in the summer of 2010, using data from our latest wave of Real World
Money research.

We have explored key spending areas including grocery, cars, utilities, holidays, mortgages

and home improvements,as we | | as peopl eds gener al atti

historic results of the general election.

d

Wedll tell you how consumers are feeling about

behaviour during the recession and how they anticipate this changing in the coming months.

Finally, we highlight some key things that advertisers need to be aware of when
communicating with consumers across the rest of 2010.
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Consumers are facing up to the new world

Our Real World Money study found that during the course of the recession, consumers

moved through different emotional phases-f r om t he #Abl itz spirinmo of prep
the early days of the credit crunch, through a period of recession fatigue, and finally into an

acceptance of the new reality and facing up to a new world at the beginning of the year.

Our quantitative research certainly bears this out. 45% of our sample believe to a greater or
lesser extent that there is more to come in terms of economic uncertainty, with only 27%
feeling optimistic that the recession is over. Older respondents were more likely to be
pessimistic, with 55% gloomy about the state of the economy. Women were more likely to
believe that worse is to come than men (21% of women vs 33% of men believing that the
recession is over).

Money-Savi ng behaviour is becoming 6The New Nor mal 6
This uncertainty about the future is borne out in our respondentséown behaviour.

Unsurprisingly, many have cut back on their spending throughout the course of the recession,
and this habit look set to remain for the majority for the foreseeable future. We are seeing key
behaviours becoming ingrained. Things that started out as trends are becomingt he fAnew
n o r m38avwy shopping, seeking out discount vouchers online, and even negotiating with
retailers over costs, are all now part of the day-to-day consumer toolbox of coping strategies.
Areas that have seen the biggest cutbacks in spending are the discretionary sectors of

holidays and travel, out-of-home entertainment and clothes and fashion.

However, there is a sign that cautious optimism is creeping back in for a significant minority,

as 41% of people said that they were spending more on groceries than 12 months ago.

Consumers are takiemg appdwaicth amdthe new gover nment
A big part of facing up to the new world in the first half of 2010 was the general election - a

new government for a new economic reality perhaps? Certainly, there seemed to be an

unprecedented amount of interest in politics at this time. A desire for change, a willingness to

have a voice in the future direction of the country after so many months of feeling helpless,

and the success of the first ever televised | eader :
turnout in a decade.

Attitudes towards a hung parliament were far from positive, with only 6% of our sample
agreeing that it was a good result for the country. 44% of respondents reacted negatively to
the news and similar number (43%) felt indifferent about it. However, once the Lib Dem /
Conservative coalition was announced, respondents were more favourable with 35% of
respondents feeling positive about it, a similar number feeling indifferent, and 21% agreeing
that it was a good result for the country. These numbers, however, suggest that the country is
not entirely behind the new coalition government, and with many taking a wait and see
attitude the early months of the new administration will be a crucial time for Messrs Cameron
and Clegg.

Consumers are looking for safe choices

As the new coalition government announces swingeing cuts to public spending, and the
prospect of a double dip recession looms large, consumers and mums in particular will look
for reassurance and safe choices. Provenance, authenticity and trust will be more important
than ever before as a counterbalance to a climate of political and economic uncertainty.
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Q. And how do you view this resultin terms ofwhat it means forthe country?
Base: all respondentsin the week after the General Election n=484

Attitudes towards announcement of a hung parliament

35%
21% 20% 21%
S
A good result MNeither a good A bad result Too early to tell | don't know
nor bad result
Q. And how do you view this resultin terms ofwhat it means forthe country?
Base:all respondentsafterthe announcement ofthe coalition government n=512

Attitudes towards announcement of the coalition
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Younger consumers are more hopeful for the future

Whilst our respondents were generally pessimistic about the wider economy and the results

of the general el ection, there was a greater
personal circumstances, with only 35% of respondents feeling pessimistic about their own
situation over the next 12 months. Surprisingly, there was very little difference in attitude

between respondents in the north and the south. We were expecting to see some regional
variation, as it has been well documented in the media that the north has been hardest hit by

the recession and the closure of local employers and industries but our research suggests

that this is not the case. We did see differences in outlook by age, with our younger

respondents more optimistic about their own personal circumstances than older respondents.

Personal optimism exists alongside economic uncertainty
Personal optimism is more closely aligned to working status, with those in full time
employment more likely to be optimistic than those who were not working.

The discrepancy bet ween opt i misanupessimism aboutthee 6 s
state of the economy as a whole seems at first surprising and contradictory. Throughout our

study though, we have found consumers to be adaptable, smart and resilient and it may well

be that this personal optimism derives from a sense of confidence in their own abilities to

cope. New strategies and behaviours have been adopted and in many cases have become
habitual.

Pessimistic: 35% Optimistic: 49%
| J
[ \ [ \
32%
) 16%
(] 0,
1% 14%

4% 3%
] I
1- Totally 2 3 4 - Neither 5 6 7 - Totally

pessimisitic pessimistic optimistic

nor
optimisitic

Q. Thinking about your personal circumstances, how optimistic or pessimistic are you feeling about
the next 12 months or so?
Base:all respondents n=996
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New consumer behaviours are becoming established

Our Real World Money report highlighted a definite progression in consumers 6onfidence. By
t hi s we doomsdner confedenoe in the economy, which has seen historic lows for
much of the recession, but rather ¢ 0 n s u ncenfidenge in themselves and in their own
abilities to cope with what is thrown at them. This started out of the necessity to learn new
skills, for example cooking meals from scratch, household budgeting and growing fruit and
vegetables. Our latest quantitative research demonstrates the extent to which these
behaviours have been taken up.

A fifth of consumers said that they had started to or were increasing growing their own fruit
and vegetables and 37% were starting to increase the amount they are cooking meals from
scratch. These behaviours look set to remain for a large number of people, with around 90%
of those who had made some sort of change to their spending habits over the last 12 months
having to or choosing to maintain these changes for the foreseeable future.

Consumers demand more value from brands

With this new found confidence and resilience, consumers are now more demanding than
ever before in the value they seek from brands. The emergence of voucher culture has been
well documented and our respondents certainly agreed. Over half (53%) said that offering a
discount voucher or code was crucial or important to their choice of brand, with only 18%
saying that this had no influence on brand choice at all. But being demanding is not solely
about the cheapest price; value is very important too, and being given a little bit extra was
very important to 50% of our sample.

Consumer sd i nsi st enc eandigplayng dninereasingly im@ottanttrote inst ay

the purchase decisions people make. This i snét just about the | owest pri
money on quality items.

In the next six months, consumers predict they will do more...

* Buying certain brands/produce because they were on offer 1 33% will start or increase
* Buying store’'s-own produce 130%
* Buying basic produce 128%
= Buying ingredients and cooking from scratch 127%
« Buying groceries in other, cheaper supermarkets 126%
= Buying average-label produce 125%
+ Buying healthier produce 125%
= Buying in larger/bulk quantities 123%
* Growing their own fruit and/or vegetables 121%
* Shopping for groceries online 115%

And they predict they will do less...

= Buying premium-brand produce 1 30% wiill stop or cut back
« Buying large treats eg; wine, large cakes/gateaux 128%
« Buying small treats eg; chocolate bars, ice cream, crisps 127%
* Buying ready-made meals 1 26%
= Spontaneous/Unplanned shopping trips 125%
Base: all respondents n=996
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