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This report looks at the following areas:

Trends in the British economy, demographic makeup and household “Brits have been feeling the
finances, including the impact of the cost-of-living crisis. pinch of the cost-of-living

» Consumer spending trends over the last five years and forecasts for .. . .
, , ) crisis for a sustained period of
spending over the next five years, in total and segmented by consumer

time now, and for many, the

sectors.
- Changes in consumer spending habits over the last year. ability to spend freely has
< Consumers’ spending priorities if they had to make cutbacks in overall almost completely
spending. . .
* Preferred trade-off behaviours if consumers had to reduce spending, by disappeared. Essential
category. categories, such as housing
» What consumers want brands to prioritise while trying to keep prices low. and groceriesl are driving
* Factors that consumers think are worth paying more for. inflation and domina‘ring
Despite the continued squeeze on incomes, Brits are still infent on buying consumer budgets.
quality goods and services. Most say that they would opt to purchase - Francesca Smith, Senior

products/experiences less frequently or wait for them to be on offer, rather Consumer Lifes'ryles Research

than purchasing a cheaper version if they had to make cuts to spending across

a range of categories. This speaks to the widely held belief that low price Analyst
equates to low quality, and the value Brits place on quality, even during a cost-
of-living crisis.

Buy this report now
The rising cost of living and successive inferest rate rises mean the pressure on Visit store.mintel.com

consumer finances has not let up in 2023, and more serious effects have now
spilt over fo include middle- and higher-income mortgage holders. In every EMEA +44 (0) 20 7606 4533
month of 2023 so far, Brits are more likely to feel worse off, than better off, than
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the year before.
Americas +1(312) 943 5250

This sustained squeeze on consumer finances means some consumers have very
little, or no, room to absorb any further price rises. Those who describe their China  +86 (21) 6032 7300
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if they had to reduce overall expenditure, such as holidays, leisure/

entertainment and fechnology.
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Financial wellbeing is in the very early stages of recovering
Figure 5: Household financial wellbeing index, 2016-23

Brits are more likely to be spending less, than more, across
every category compared to last year

Figure 6: Changes in spending habits compared to a year
ago, 2023

The value of holidays is not lost on Brits

Figure 7: Priority categories of spend, 2023
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deals over trading down
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Figure 9: Consumer preferences for brands to prioritise while
frying to keep prices low, 2023

Investing in quality is worthwhile for brands even during the
cost-of-living crisis

Figure 10: Value frade-offs, 2023

ISSUES AND INSIGHTS

The cost-of-living crisis is an ongoing struggle for Brits in
2023

Financial wellbeing is in early recovery, but consumer
spending power will take a longer time to bounce back
There are still opportunities to be had in 2023, and these
will vary by consumer group
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THE PEOPLE

* The UK population is increasing at a slower rate
Figure 11: UK population, 2021 projection, 1993-2043

* The shifting age structure of the UK population
Figure 12: UK population, by age, 1983-2063

* The fertility rate declines as more adults choose child-free

Figure 13: Total fertility rate, England and Wales, 1981-2021
* Net migration adds to the UK population
Figure 14: End-of-year international migration estimates
(Thousands), UK, 2018-22
 Britain is becoming more diverse

Figure 15: Ethnic group, by age, 2021

THE ECONOMY

 Inflation continues to be the most prominent issue in 2023

* Interest rate rises have damming impact on mortgage
holders

« High inflation and rising interest rates will compound the

impact of the slowing recovery

* 2023 has been another difficult year for consumer spending

» Record wage growth in 2023, but inflation has wiped out

any real gains

HOUSEHOLD FINANCES

« Consumers’ financial wellbeing slumps in 2023 but early
signs show it's on the up
Figure 16: Household financial wellbeing index, 2016-23

« The worst of inflation may be over but consumers are still
dealing with higher prices...

* ...and they continue to feel the pinch on finances
Figure 1/7: Changes in household finances index, 2016-23

* Financial confidence will take a longer time to recover

Figure 18: Financial confidence index, 2016-23

MARKET SIZE AND PERFORMANCE

¢ Inflation stumps real growth in spending in 2023
Figure 19: Total UK consumer spending (£ trillions), 2018-23

Figure 20: Total UK consumer spending and annual growth (£

billions and % change), 2018-23

MARKET FORECAST

* The five-year outlook for consumer spending

Figure 21: Outlook for consumer spending, 2023-28
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Brits will remain cautious in the medium term, and future
spending growth will be slow

Figure 22: Market forecast for total consumer spending (£
billions), 2018-28

Forecast methodology

MARKET SEGMENTATION

Housing costs account for around a third of consumer
spending

Figure 23: Estimated consumer spending, by category (£
billions), 2023

Holiday spend continues on upward trend, while price rises
of essentials dominate

Figure 24: Estimated percentage change in consumer
spending, by category, 2022-23

Technology will fuel healthy growth in foodservice and
fashion

Figure 25: Forecast percentage change in consumer
spending, by category, 2023-28

FOOD THROUGH RETAIL

What we think

The five-year outlook for food through retail

Figure 26: Category outlook for food through retail, 2023-28
Market - past, present, future

Figure 27: Market size and forecast for UK retail sales of food,
2018-28

What will outperform the market in 2023%...

Crisps prove resilient amid inflationary pressures

White sliced bread benefits from income squeeze

Pasta and rice seen as affordable despite rocketing prices
Frozen ready meals and frozen coated poultry grow

...and what will underperform in 2023?

Meat substitutes market falters

Milk sales suffer despite it being a household staple
Consumers are buying less chocolate

Consumer trade-offs within food through retail

Snacks in the firing line when people have less money
Reluctance to trade down in snack and treat categories
Switching to cheaper options seen in meal categories
Food through retail beyond the cost-of-living crisis
Interest in sustainability expected to rebound with incomes

Healthy eating intentions will become more front-of-mind
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ALCOHOLIC DRINKS THROUGH RETAIL

What we think

The five-year outlook for alcoholic drinks through retail
Figure 28: Category outlook for alcoholic drinks through retail,
2023-28

Market - past, present, future

Figure 29: Market size and forecast for alcoholic drinks
through retail, 2018-28

What will outperform the market in 20237...
Low/no-alcohol drinks

RTDs

...and what will underperform in 2023?

Gin

Champagne and Cognac

Consumer trade-offs within alcoholic drinks through retail
Mid-market brands lose out to shoppers trading up as well
as down

Alcoholic drinks through retail beyond the cost-of-living

crisis

NON-ALCOHOLIC DRINKS THROUGH RETAIL

What we think

The five-year outlook for non-alcoholic drinks through retail
Figure 30: Category outlook for non-alcoholic drinks through
retail, 2023-28

Market - past, present, future

Figure 31: Market size and forecast for non-alcoholic drinks
through retail, 2018-28

What will outperform the market in 20232...

Sports and energy drinks

RTD tea and coffee

Fruit-flavoured CSDs

...and what will underperform in 2023?

Mixer drinks

Fruit juice and smoothies

Consumer trade-offs within non-alcoholic drinks through
retail

Own-label gains share

Trading down hits and hurts soft drinks

Non-alcoholic drinks through retail beyond the cost-of-

living crisis

BEAUTY AND PERSONAL CARE

What we think
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* The five-year outlook for BPC
Figure 32: Category outlook for BPC, 2023-28
* Market - past, present, future
Figure 33: Market size and forecast for BPC, 2018-28
* What will outperform the market in 20232...
* Suncare
+ Deodorants
¢ ...and what will underperform in 20237
« SBS
* Hair colourants
« Consumer trade-offs within BPC
* Prestige fragrance resists headwinds
« A preference for dupes poses challenges for prestige
makeup

= Rising water bills impact usage behaviours in SBS

+ Beauty and personal care beyond the cost-of-living crisis

OTC REMEDIES AND PHARMACEUTICALS
* What we think

* The five-year outlook for OTC remedies
Figure 34: Category outlook for OTC remedies, 2023-28
* Market - past, present, future
Figure 35: Market size and forecast for the UK OTC and
healthcare market, 2018-28
* What will outperform the market in 20232...

» A post-pandemic bounce-back benefits cold, cough and flu

remedies

» Parents place trust in brand-name OTC remedies

* ...and what will underperform in 2023?

¢ Trading down is easy in analgesics

* Gastrointestinal remedies suffer as consumers take a
proactive approach

« Consumer trade-offs within OTC

+ Sustainability isn’t the top priority

* Non-discretionary status defends OTC against trading
down behaviours

» OTC beyond the cost-of-living crisis

« Stress will drive demand

* Technology will threaten the demand for remedies

HOUSEHOLD CARE
+ What we think

* The five-year outlook for household care
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Figure 36: Category outlook for household care, 2023-28
* Market - past, present, future
Figure 37: Market size and forecast for household care,
2018-28
* What will outperform the market in 20232...
« Dishwashing products
* Laundry detergents
Figure 38: Examples of laundry detergents emphasising
performance in cold temperatures, 2023
¢ ...and what will underperform in 20237
- Disinfectants and antibacterial cleaners
* Cleaning equipment
» Consumer trade-offs within household care
+ Own-label vs brand

* Product in category A vs product in category B

Figure 39: Household care products that would be prioritised

if money was limited, 2023
Figure 40: Surf disinfectants, 2022-23

* Cost vs performance

* Household care beyond the cost-of-living crisis

» Homecare will experience subtle, nuanced changes in
behaviours

« Energy responsibility will go from short-term necessity to
long-term habit

* Renewed willingness for experimentation and frivolity

* An opportunity to protect new investments

HOLIDAYS
* What we think

» The five-year outlook for holidays
Figure 41: Category outflook for holidays, 2023-28
* Market - past, present, future
Figure 42: Market size and forecast for holidays, 2018-28
* What will outperform the market in 20237...
* Main overseas holidays
« Domestic camping breaks
* ...and what will underperform in 2023?
+ Short overseas breaks
« Consumer trade-offs within the travel market
* A quality, over quantity, mindset

» The travel market beyond the cost-of-living crisis
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LEISURE

What we think

The five-year outlook for leisure

Figure 43: Category outlook for leisure, 2023-28
Market - past, present, future

Figure 44: Market size and forecast for leisure, 2018-28
What will outperform the market in 20237...

Private health and fitness clubs

Music concerts and festivals

Competitive socialising

...and what will underperform in 2023?

Online gambling

Consumer trade-offs within leisure

‘Less, but better’

Staycation trend fuels surge of activity in seaside towns
Leisure beyond the cost-of-living crisis

FOODSERVICE

What we think

The five-year outlook for foodservice

Figure 45: Category outlook for foodservice, 2023-28
Market - past, present, future

Figure 46: Market size and forecast of value sales in
foodservice, 2018-28

What will outperform the market in 20232...

Fast food restaurants

Catering services

Cheaper and greener concepts

...and what will underperform in 2023?

Pub catering

Home delivery services

Consumer trade-offs within foodservice

Packed lunches instead of eating out

Crossing over to retail

Foodservice beyond the cost-of-living crisis

TRANSPORT

What we think

The five-year outlook for transport

Figure 47: Category outlook for transport, 2023-28
Market - past, present, future

Figure 48: Market size and forecast for transport, 2018-28
What will outperform the market in 2023%...

New car sales
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» Electric and hybrid cars

e Car and van hire

* ...and what will underperform in 2023?

* Used cars

* Diesel cars

* Road fuel

* Rail travel

« Consumer trade-offs within the transport sector
* The new versus used trade-off

« Alternative ways of accessing personal transport
« Transport beyond the cost-of-living crisis

« Rise of the EV

e Further opportunities for mixed transport solutions

FASHION
» What we think

* The five-year outlook for fashion
Figure 49: Category outlook for fashion, 2023-28
* Market - past, present, future
Figure 50: Market size and forecast for fashion, 2018-28
* What will outperform the market in 20232...
* Luxury
« Jewellery & watches
* Underwear
» Sportswear/athleisure/loungewear
* Footwear
* ...and what will underperform in 2023?
* Fashion online
« Department stores
* Consumer trade-offs within fashion through retail
» Fashion spending is one of the first to go when budgets are
tight...
» ...which is making way for more savvy shopping behaviours
+ Fashion through retail beyond the cost-of-living crisis
» Sustainability in the spotlight
» Technology improvements to benefit the fashion sector
« Erasing stereotypical fashion; inclusivity will take centre

stage

HOME AND GARDEN
+ What we think

* The five-year outlook for home and garden retail

Figure 51: Category outlook for home and garden, 2023-28
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* Market - past, present, future
Figure 52: Market size and forecast for value sales of home
and garden products, 2018-28

* What will outperform the market in 2023~...

* Energy-efficient home products

* Products benefiting overall health and wellbeing

« Lighter DIY projects

* Smaller decorative homewares and soft furnishings

¢ ...and what will underperform in 2023?

« Bigger home projects

* Major domestic appliances

* Consumer trade-offs within home and garden

* Withdrawal and downscale of spending

« Butitis not always about trading down

» Home and garden beyond the cost-of-living crisis

HOUSING
» What we think

* The five-year outlook for housing expenditure
Figure 53: Category outlook for housing expenditure,
2023-28

* Market - past, present, future
Figure 54: Market size and forecast for housing-related
consumer expenditure, 2018-28

» Rising mortgage costs heap pressure on family finances
Figure 55: Interest rate on mortgage products of different
ferms, at /5% LTV, 2018-23

* Renters face higher costs and see home ownership hopes
dented

« Energy costs stabilise but most are still feeling the pinch
Figure 56: Gas annual CPIH inflation rates, UK, 2012-23

» Housing expenditure beyond the cost-of-living crisis

« Energy efficiency will remain high on the agenda

* Borrowers will need support to navigate higher housing
costs in a two-track recovery

INSURANCE
+ What we think

* The five-year outlook for insurance

Figure 57: Category outlook for insurance, 2023-28
* Market - past, present, future

Figure 58: Market size and forecast for insurance, 2018-28
* What will outperform the market in 20232...
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« Travel insurance recovers strongly after pandemic drop

* Regulation and inflation impact the motor insurance market

* ...and what will underperform in 2023?

» The cost-of-living crisis poses challenges for term
assurance...

¢+ ...and other protection insurance products

» Consumer trade-offs within insurance

 Insurance remains essential despite the cost-of-living
crisis...

+ ...but some consumers will reduce spending

 Insurance beyond the cost-of-living crisis

TECHNOLOGY AND MEDIA
» What we think

* The five-year outlook for technology and media
Figure 59: Category outlook for technology and media,
2023-28

* Market - past, present, future
Figure 60: Markeft size and forecast for media and
fechnology, 2018-28

* What will outperform the market in 20232...

« Broadband and mobile operators will benefit from above-

inflation price rises

« Legislative backdrop will drive sustainability up the agenda

* ...and what will underperform in 2023?

+ Social media hurt by advertising slowdown despite high
engagement

« Desktops, laptops and tablets market continues to decline
in 2023

¢ The metaverse has some way to go to live up to the hype

* Consumer trade-offs within technology and media

» Extending replacement cycles to save money

» Refurbished market can thrive during cost-of-living crisis

» Consumers are being forced to choose between media
subscriptions

« Technology and media beyond the cost-of-living crisis

+ Consumers will be more willing to experiment

= Al shifts the discussion from features to capabilities

* New technologies can play a role in developing the

automated and connected smart home environment
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CONSUMER SPENDING HABITS

Consumers are more likely to be spending less than more
across every category

Figure 61: Changes in spending habits compared to a year
ago, 2023

Young adults are more likely to have increased spending
this year...

Figure 62: Consumers who have spent more in selected
categories compared to a year ago, by generation, 2023
...and are upgrading their night in

Figure 63: Changes in 16-34 year olds’ spending on premium
food and alcoholic drinks for consumption at home
compared to a year ago, 2023

Women are more likely to be cautious...

Figure 64: Consumers who have spent less in selected
categories compared to a year ago, by gender, 2023
...as are consumers with more precarious finances

Figure 65: Consumers who have spent less in selected
categories compared to a year ago, by financial situation,
2023

SPENDING PRIORITIES

Brits determined to keep holidays on their agenda

Figure 66: Priority categories of spend, 2023
Health-consciousness continues to be on the rise

Beauty products offer young women a self-care
opportunity...

...and under-35s opt for more mindful fashion consumption
Figure 67: Priority categories of spend, by gender and age,
2023

New technology remains a must-have to many young men

TRADE-OFF BEHAVIOURS

Buying less or waiting for price drops is the preferred option
for consumers if cutting back

Figure 68: Trade-off behaviours, by category, 2023

More categories can tap into the success of ‘dupe’ culture
Fewer fashion purchases will lead to more occasional
trading up

Quality, over quantity, for the experience economy
Worse-off consumers are more likely to forgo spending in
categories altogether
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Figure 69: Consumers who would sfop purchasing completely
in selected categories if they had to reduce spending, by

financial situation, 2023

PRIORITIES FOR BRANDS

Brands need to refocus resources to keep hold of customers
Figure 70: Consumer preferences for brands to prioritise while
frying to keep prices low, 2023

Sustainability and ethics are most important for consumers...
...yet there is still an element of consumers not practising
what they preach

Figure 71: Factors that consumers want brands to prioritise
while trying to keep prices low, by generation, 2023

Young adults want mental health to be a priority for brands
Engage consumers with charity partnerships they can relate

to

VALUE TRADE-OFFS

Quality continues to be most important for consumers
Figure 72: Value frade-offs, 2023

Durable can double up as sustainable

Innovative customer service can help retailers stand out
Figure 73: Zalando’s ChatGPT-powered fashion assistant
Rewards schemes can help consumers’ money go further

Convenience is a no-brainer for Brits

APPENDIX - DATA SOURCES, ABBREVIATIONS AND
SUPPORTING INFORMATION

Abbreviations

Consumer research methodology

APPENDIX - FORECAST METHODOLOGY

Market forecast and prediction intervals

Figure 74: Market forecast for total consumer spending
(Ebillions), 2018-28

Figure 75: Lower bound, central and upper bound forecast
for total consumer spending, 2023-28

Market drivers and assumptions

Forecast methodology

APPENDIX - FOOD THROUGH RETAIL

Figure 76: Market size and forecast for UK retail sales of food,
2018-28
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Figure 77: Lower bound, central and upper bound forecast
for UK retail sales of food, 2023-28

APPENDIX - ALCOHOLIC DRINKS THROUGH RETAIL

Figure 78: Market size and forecast for UK retail sales of
alcoholic drinks, 2018-28

Figure 79: Lower bound, central and upper bound forecast
for UK retail sales of alcoholic drinks, 2023-28

APPENDIX - NON-ALCOHOLIC DRINKS THROUGH RETAIL

Figure 80: Market size and forecast for UK retail sales of non-

alcoholic drinks, 2018-28

Figure 81: Lower bound, central and upper bound forecast for

UK retail sales of non-alcoholic drinks, 2023-28

APPENDIX — BEAUTY AND PERSONAL CARE
Figure 82: Market size and forecast for UK beauty and
personal care market, 2018-28
Figure 83: Lower bound, central and upper bound forecast
for UK beauty and personal care market, 2023-28

APPENDIX - OTC AND PHARMACEUTICALS

Figure 84: Market size and forecast for UK OTC and
healthcare market, 2018-28

Figure 85: Lower bound, central and upper bound forecast
for UK OTC and healthcare market, 2023-28

APPENDIX - HOUSEHOLD CARE

Figure 86: Market size and forecast for UK household care
market, 2018-28

Figure 87: Lower bound, central and upper bound forecast
for UK household care market, 2023-28

APPENDIX - HOLIDAYS

Figure 88: Markeft size and forecast for the value of domestic

and overseas holidays taken by UK residents”, 2018-28
Figure 89: Lower bound, central and upper bound forecast
for holidays taken by UK residents market, 2023-28

APPENDIX - LEISURE

Figure 90: Market size and forecast of value sales in the UK
leisure market, 2018-28

Figure 91: Lower bound, central and upper bound forecast of

value sales in the UK leisure market, 2023-28
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APPENDIX - FOODSERVICE

Figure 92: Market size and forecast of value sales in
foodservice, 2018-28
Figure 93: Lower bound, central and upper bound forecast of

value sales in foodservice, 2023-28

APPENDIX - TRANSPORT

Figure 94: Market size and forecast for the UK transport
market, 2018-28

Figure 95: Lower bound, central and upper bound forecast
for the UK transport market, 2023-28

APPENDIX - FASHION

Figure 96: Market size and forecast of value sales of clothing
and footwear, 2018-28

Figure 97: Lower bound, central and upper bound forecast of
value sales of clothing and footwear, 2023-28

APPENDIX - HOME AND GARDEN

Figure 98: Market size and forecast for value sales of home
and garden products, 2018-28

Figure 99: Lower bound, central and upper bound forecast
for value sales of home and garden products, 2023-28

APPENDIX — NEWSAGENTS' GOODS

Figure 100: Market size and forecast for retail value sales of
newsagents’ goods, 2018-28
Figure 101: Market size and forecast for retail value sales of

newsagents’ goods, 2023-28

APPENDIX - HOUSING

Figure 102: Market size and forecast for consumer
expenditure in the housing market, 2018-28
Figure 103: Lower bound, central and upper bound forecast

for consumer expenditure in the housing market, 2023-28

APPENDIX - INSURANCE
Figure 104: Market size and forecast for UK insurance market,
2018-28

Figure 105: Lower bound, central and upper bound forecast
for UK'insurance market, 2023-28
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APPENDIX - TECHNOLOGY AND MEDIA

Figure 106: Market size and forecast of value sales of
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