
This report looks at the following areas:

•• The impact of the rising cost of living on consumers’ financial wellbeing
and confidence.

•• How consumers have changed everyday behaviours in response to high
inflation, and what they expect to do in the months ahead.

•• What areas of spending consumers are most keen to prioritise and protect.
•• How long consumers expect to be living with high inflation.
•• The level of concern about rising interest rates, attitudes towards

government support measures, and the changes in how consumers are
searching for products and considering value.

•• Consumer attitudes towards the cost of living crisis, including support for
businesses, and changes in the perceived importance of ethical and
environmental standards.

The cost of living crisis has prompted widespread changes to consumer
behaviour. One of the most striking is the finding that 45% of remote workers
are planning to reduce the time they spend working at home as a direct
response to increased energy costs. Remote work was a key driver of the
pandemic boom in savings as workers saved on commuting and other work-
related costs. As energy prices have spiked, however, this benefit has been
diminished.

The biggest behavioural changes have been seen in consumer shopping
habits. 42% of consumers have followed a stricter shopping list, and 35%
bought more reduced items. 27% have traded down to buying cheaper
ingredients, raising the opportunity for retailers to promote inflation-inspired
budget recipes and tips on how to use cheaper alternatives.

High inflation is no longer the only major threat to household finances. The Bank
of England has repeatedly increased the base rate of interest in an attempt to
bring inflation back under control, most recently raising it to 4% in February
2023. This has had a knock-on effect on the cost of servicing debts. Already by
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October 2022, 64% of consumers were worried about the impact of rising
interest rates on their finances, rising to 80% of mortgage holders and 73% with
any unsecured borrowing.

55% of Brits expect to face high levels of inflation until at least late-2023,
including 23% who foresee steep price rises well into late-2024 and beyond.
This means an overall cautious mindset is likely to dominate for a while yet.
However, longer-term expectations provide opportunities to promote products
and services that will help people do more than just ‘get through’ this period,
and help them thrive despite the challenges. The “lipstick effect” is already in
full effect across multiple categories as people hunt down affordable luxuries.
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• Independents can lean on quality and local pride to make it
through

• Inflation is the key concern for consumers and brands…
Figure 10: Quarterly CPI, actual and forecast, 2015-28

• …and despite government support, energy prices are still a
major concern

• Rising interest rates mean that the pressure will move up to
middle- and higher-income households

• High inflation and rising interest rates will compound the
impact of the slowing recovery
Figure 11: Annual change in GDP, actual and forecast, 2021-27

• Consumer spending power will be curbed
Figure 12: Annual change in household consumption, actual
and forecast, 2021-27

• Unemployment is at a near 50-year low

• Brits owe over £207 billion in unsecured credit
Figure 13: Outstanding consumer credit at year-end,
excluding student loans, 2018-22

• Gross credit card lending grew by 21% in 2022
Figure 14: Monthly gross consumer credit lending, excluding
student loans, 2019-22

• Savings activity has fallen, but only back to pre-pandemic
levels
Figure 15: Monthly changes to household savings deposits,
2018-22

• Consumers’ financial wellbeing has fallen to a seven-year
low…
Figure 16: Household financial wellbeing index, 2016-23

• …and most people are feeling the effects of price rises
Figure 17: Issues affecting household finances faced in the last
two months, 2023

• Reported change in household finances is at a record low
Figure 18: Changes in household finances, 2016-23

• Confidence has been hit hard, but stabilised at the end of
2022
Figure 19: Financial confidence index, 2016-23
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• Shoppers are tightening their approach to spending
Figure 20: Marks & Spencer “Remarksable meal planner”
Figure 21: Budget changes in the last two months, 2022

• Women have been more decisive in changing habits
Figure 22: Budget changes in the last two months, by gender,
2022

• Younger consumers more likely to switch lunch and
ingredient preferences
Figure 23: Budget changes in the last two months, by age,
2022

• Bigger savings are harder to come by
• 38% of consumers have taken three or more steps to cut

spending
Figure 24: Number of budget changes made in the last two
months, 2022

• Moderating energy use is an effective, but tricky, response
Figure 25: Expected changes in behaviour due to rising
prices, 2022

• Home entertainment tops consumers’ spending priorities
Figure 26: Priority areas of spending, 2022

• Half of regular savers will look to protect their savings habit
Figure 27: Priority areas of spending, rebase, 2022

• The demand for post-pandemic fun is strong but not
invulnerable…

• …and a majority are open to cuts across BPC, fashion and
food

• Digging in for the long haul?
Figure 28: How long consumers expect the high inflation
environment to last, 2022

• Longer expectations more likely to prompt behavioural
change, and offer new opportunities
Figure 29: Selected expected changes in behaviour due to
rising prices, by how long consumers expect the high inflation
environment to last, 2022

• Older groups are more pessimistic
Figure 30: How long consumers expect the high inflation
environment to last, by age, 2022

HOW THE COST OF LIVING IS AFFECTING CONSUMER
BEHAVIOUR

CONSUMER SPENDING PRIORITIES

HOW LONG CONSUMERS EXPECT THE CRISIS TO LAST
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• Consumers are sure of price rises next year but split on
other issues
Figure 31: Consumer expectations for the next year

• Rising interest payments are a major concern
Figure 32: Consumer concerns about the cost of living and
attitudes towards government support, 2022

• State intervention is expected to fall short
Figure 33: Consumer attitudes towards government support,
by current financial situation, 2022

• Price is king but durability is also highly valued
Figure 34: Changes in approaches to shopping and work due
to high inflation, 2022

• Returning to the office as a cost saving measure
• Retirees are the most determined not to let inflation disrupt

plans
Figure 35: Changes in plans to replace big-ticket items, by
age, 2022

• Local businesses are highly valued and can focus on quality
to justify prices
Figure 36: Attitudes towards inflation and the cost of living,
2022

• Consumers put themselves ahead of business in line for state
support

• Ethical and environmental standards remain key
considerations
Figure 37: Consumers and the cost of living – CHAID – Tree
output, 2022

• Abbreviations
• Consumer research methodology

• Methodology
Figure 38: Consumers and the cost of living – CHAID – Tree
output, 2022

CONSUMER ATTITUDES TOWARDS INTEREST RATES AND
GOVERNMENT SUPPORT

CONSUMER RESPONSES TO RISING PRICES

CONSUMER ATTITUDES TOWARDS THE RISING COST OF LIVING

APPENDIX – DATA SOURCES, ABBREVIATIONS AND
SUPPORTING INFORMATION

APPENDIX – CHAID METHODOLOGY
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Figure 39: Consumers and the cost of living – CHAID – Table
output, 2022
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About Mintel
Mintel is the expert in what consumers want
and why. As the world’s leading market
intelligence agency, our analysis of
consumers, markets, product innovation and
competitive landscapes provides a unique
perspective on global and local economies.
Since 1972, our predictive analytics and
expert recommendations have enabled our
clients to make better business decisions faster

Our purpose is to help businesses and people
grow. To find out how we do that, visit
mintel.com.
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