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This report looks at the following areas:

* The impact of the cost of living crisis and economic downturn on consumer
spending on the home.

* How has the pandemic continued to shape the home market?

« How brands and retailers respond to shifting consumer behaviour?

* How brands and retailers can promote value for consumers seeking to
purchase for the home?

With the rising cost of living, consumers have shifted to more value-oriented
spending behaviours. Many consumers feel their financial situations are worse
off (45%) than the previous year, but the majority say their financial situation is
at least okay (71%). Some 65% of consumers have delayed spending on the
home, while 77% of consumers view entertaining friends at home as just as
good as going out. This will enable home improvements to continue as many
will take on varying projects to make the home better for entertaining.

The home market will be impacted by the cost of living crisis as consumers shift
their spending behaviours to be value driven. Despite a decline in the market
size, the necessity nature of the home market will continue to be supported
despite these challenging times; 46% of consumers will purchase to replace
worn out/broken items. The rising cost of living will inspire some consumers to

carry out more home projects on their own.

The current economic downturn will mean many consumers will fighten their
budgets as many expect their financial situation to worsen. Many retailers have
fried to not pass the rising costs of production onto consumers, but in 2023
these costs will begin to trickle down to consumers through rising prices.
Retailers like IKEA have announced potential price increases for the year as
profits continue to dip with rising supplier pricing, higher energy bills and
increased freight and labour costs.
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“The necessity nature of the
home market will remain
important as consumers shift
from spending on the bigger-
ticket projects seen to lower-
ticket purchasing. Many will
turn to their home as a place
of entertainment as many will
look to cut costs in other
categories.”

— Bridget McCusker, Retail
Analyst, January 2023
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Looking towards the future, given the economic downturn consumers are
delaying spending on the home or even seeking to buy second-hand products
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« Financial support from retailers can lead to purchasing for
the home

* Retailers must support consumer missions

* Retailers supporting environmental missions

» Greener solutions

MARKET SIZE AND PERFORMANCE

» Home continues to be prioritised post-peak of the
pandemic

» Demand becomes more polarised
Figure 10: Markeft size for Consumer Trends, Attitudes and
Spending Habits for the Home, 2017-2022

MARKET FORECAST

* Necessity of the home promotes spending
Figure T: Category outlook, 2023-28
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» Inflation is the key concern for consumers and brands...

* ...and despite Government support, energy prices are still a
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Figure 16: Monthly UK house price rates of change for all
dwellings, 2020-22
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High inflation and rising interest rates will compound the
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2021...

Figure 17: Household financial wellbeing index, 2009-22
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Figure 27: Alusid launches silicastone, 2022
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Figure 28: Myceen creates home items made from carbon-
negative materials, 2022

CONSUMER SPENDING ON THE HOME

Softer year for consumer spending on the home
Smaller-ticket home projects grow amid the economic
downturn

But bigger-ticket home projects still remain popular
Figure 29: Consumer spending on the home, 2019-22
Consumers want a safer a home

Figure 30: Consumer spending on home security based on
family type & income, 2022

Energy efficiency is important across income levels
Figure 31: Consumer spending on the home by financial
sifuation, 2022

HOW MUCH THEY SPEND

More than half of consumers are spending over £500 on the
home

Spending on the home is feeling the strains of the economic
downturn

Figure 32: Levels of expenditure on the home in the last year,
2022

Figure 33: Levels of expenditure on the home in the last year
based on financial situations, 2022

Homeowners lead investment

Figure 34: How much they spent on their home in the last 12

months based on housing tenure, 2022

TRIGGERS TO PURCHASE

Necessity drives purchasing for the home

Figure 35: Triggers to purchase for spending on the home,
2022

City-dwellers seek to increase the functionality of their
space

Figure 36: Triggers to purchase based on residency, 2022
Many want their home to reflect their style

Figure 37: Triggers to purchase on reflecting a sense of style
by income level, 2022

Renters are purchasing to make their spaces their own
Figure 38: Triggers to purchase based on housing tenure,
2022
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INTENTIONS TO SPEND ON THE HOME

Smaller projects around the home remain popular

Figure 39: Intentions to spend on the home, 2022
Energy-efficient home projects offer pay-off in the future
Figure 40: Infentions fo spend on energy efficiency home
projects based on income levels, 2022

Many seek out security with smart technology

Figure 41: Intentions to spend on home security based on
household type and income, 2022

PRIORITY SHIFTS

Consumer behaviour is price driven

Figure 42: Priority shifts, 2022

Retailers need to offer consumers more in the midst of the
economic downturn

Figure 43: Most important purchasing factor based on
financial situation, 2022

Fashionable products popular among those aged 16-34
Figure 44: Fashionable products as being the most important

purchasing factor among age group, 2022

ATTITUDES TOWARDS PURCHASING FOR THE HOME

Home is an important place for many

Figure 45: Attitudes towards purchasing for the home, 2022
Younger consumers spending more time at home

Figure 46: Attitude towards entertaining friends at home is just
as good as going out based on gender and age, 2022

Cost of living impacts on home spending

Figure 47: Atftitudes towards purchasing for the home relating
to rising cost of living, 2022

Consumers are more likely to delay spending on the home
Figure 48: Delayed spending on the home based on financial
sifuation, 2022

Growth of DIY due to economic downturn

Figure 49: Attitudes toward the home — CHAID - Tree oufput,
October 2022

Figure 50: Consumer Trends, Attitudes and Spending Habits
for the HOME — CHAID - Table output, October 2022

Figure 51: Consumer Trends, Attitudes and Spending Habits
for the HOME — CHAID - Table output, October 2022

APPENDIX - DATA SOURCES, ABBREVIATIONS AND
SUPPORTING INFORMATION

Abbreviations
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« Consumer research methodology

APPENDIX: FORECAST METHODOLOGY

* Market forecast and prediction interval
Figure 52: Consumer spending on the home, best- and worst-
case forecast, 2022-27

* Market drivers and assumptions

¢ Forecast methodology
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