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This report looks at the following areas:

Attitudes toward what changes in habits consumers are willing to adopt to

adapt to rising prices.

* Where consumers shop and how that has shifted during this period of
rampant inflation.

 Steps consumers say they are taking to adapt to higher inflation rates and
what actions they would like to see from retailers and producers.

» An examination of different issues that are interrelated with food inflation,

including the importance of ethics and transparency, private label’s role in

giving more control fo grocers, awareness of the importance of

sustainability and innovation in automation to control costs.

As we emerge from the pandemic, the story has shifted from concerns about
safety to exasperation over the cost of goods and services. Food has led all
other categories regarding the generational high being experienced. As 2023
starts, Canada’s overall CPI (consumer price index) appears to have peaked
and continues to moderate from the highs of mid-2022. That said, the price of
food, particularly atf retail, is still extremely elevated, with the gap between
food inflation and overall inflation having widened. In this context, shoppers are
expressing elevated levels of frustration and focusing their blame on grocers
and producers.

This Report takes the temperature of the Canadian consumer in ferms of how
they feel about inflation and what steps they are taking or are willing to take to
combat rising food and drink prices. This Report also explores what steps
consumers would like to see companies fake fo address the issue, where
consumers are shopping more and less during this period and what categories
consumers are most willing fo sacrifice quality on to save money when
shopping. As always, feedback is broken out across different demographics
and other segments as called for, such as by age, parental status and, as is
particularly relevant to perceived financial health. The aim of this Report is to
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"Canadians are feeling the
pain of rampant food
inflation. They are also angry
about the rising cost of food
and drink and many place
blame at the feet of grocers
and producers. This is leading
to a crisis of confidence
toward the industry. There is
no easy solution as rising
prices are the result of global
issues that are not specific to
Canada."

- Joel Gregoire, Associate
Director for Food and Drink
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provide a comprehensive snapshot of the inflationary environment when it
comes fo food, as well as how consumers say they are responding.
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OVERVIEW

What you need to know
This Report looks at the following areas
Definition

EXECUTIVE SUMMARY

Top takeaways

Market overview

Figure 1: Outlook for inflation and food and drink shopping,
2023-27

Key consumer insights

Frustration among shoppers is palpable as many accuse the
food industry of ‘greedflation’

Empathy takes on greater importance as inflation takes a
mental toll on shoppers

More than anything, shoppers want prices on staples
capped

Consumers are coping by hunting for deals

Consumers are most willing to compromise on the quality of
snacks to save

As food inflation rises, shoppers rely more on discount

retailers

MARKET FACTORS

Inflation’s grip on food prices is exasperating for consumers
Figure 2: Canadian year over year consumer price index
(annualized inflation rate) for all items and food from retail,
by month, 2019-22

Figure 3: Concerns expressed by Canadians (any rank),
March-December 2022

Figure 4: Expected increase in household income vs
household spending by quarter among Canadians, 2014
Q4-2022 Q4

There is no price relief across grocery categories

Figure 5: Annualized monthly change in prices of food
purchased from stores by category, December 2022 vs
December 2021

It may not be the most important consideration, but ethics
do matter to Canadians

Figure 6: Importance of ethics in food and drink, 2021
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COMPETITIVE STRATEGIES AND MARKET OPPORTUNITIES

= As prices rise, tfransparency matters even more for brands

« ‘Local’ can help shield brands from some inflation-related
acrimony

» Having a recognizable spokesperson can be a target for ire

» Private label helps retailers combat inflation

 Sustainability and food waste take on heightened
importance as food inflation runs rampant

« Consumer-centric solutions that promote sustainability
Figure 7: Too Good To Go Instagram post, 2021

« Atighter labour market incentivizes advances in automation

> Loblaw is testing autonomous delivery trucks for the
‘middle-mile’
Figure 8: Gatik and Loblaw make history with first fully
driverless deployment in Canada, 2022

» More ways to checkout make for a better shopping
experience
Figure 9: New Scan, Bag, Go App | Scan bag Go FAQs |
Kroger, 2021

THE BUDGET FOOD AND DRINK SHOPPER - FAST FACTS
PERCEIVED CHANGE IN GROCERY BUDGETING

* Most shoppers are spending more on groceries
Figure 10: Change in grocery spending compared to before
the most recent period of rapid inflation, 2022

» Moms are more likely to be ‘feeling the pinch’
Figure 11: Change in grocery spending compared to before
the most recent period of rapid inflation, by parental status,
2022
Figure 12: Change in grocery spending compared to before
the most recent period of rapid inflation, by region, 2022

WHERE CONSUMERS SHOP

* Even with rampant inflation, most shop at supermarkets
Figure 13: Where consumers shop for groceries, 2022
« Financial situations impact where consumers shop for
groceries
Figure 14: Where consumers shop for groceries, by financial
situation, 2022
Figure 15: Where consumers shop for groceries, by age, 2022
« As budgets tighten, Canadians are shifting where they get
their food from
Figure 16: How where shopping for groceries has changed, by
store type, 2022
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Figure 17: How where shopping for groceries has changed by

store type, by household income, 2022 .
yee What's included

SHIFTS IN SHOPPING BEHAVIOURS DUE TO FOOD INFLATION Executive Summary

» Consumers are willing to switch brands to save money Full Report PDF
Figure 18: Changes in shopping behaviours due to food
inflation, 2022 Infographic Overview

* Those worse off financially are more willing to compromise

. Powerpoint Presentation
on quality

Figure 19: Changes in shopping behaviours due to food Interactive Databook

inflation (% agree), by financial situation, 2022

Proyi giti
Figure 20: Changes in shopping behaviours due to food revious edrions

inflation (% agree), mothers vs fathers vs overall, 2022

ACTIONS TAKEN TO SAVE MONEY

» Shoppers are on the hunt for deals to combat food inflation Did you kn OW?
Figure 21: Actions shoppers take to save money on groceries,
2022 This report is part of a series
Figure 22: Flashfood Instagram post, 2023 of reports, produced to

» Those struggling financially are most likely to cut back in provide you with a more

order to save holistic view of this market.

Figure 23: Actions shoppers take to save money on groceries,

All Mintel 2020 reports

by financial situation, 2022 contain specific COVID-19
Figure 24: Actions shoppers take to save money on groceries, related research and
by age, 2022 forecasts. The world’s
Figure 25: Actions shoppers take to save money on groceries, leading brands rely on
South Asians and Chinese Canadians vs overaill, 2022 Mintel reports for the most
Figure 26: Actions shoppers take to save money on groceries, complete, objective and
by age, 2022 gc’rignoble market
infelligence.

CATEGORIES WHERE SHOPPERS ARE WILLING TO SACRIFICE

QUALITY TO SAVE

« Shoppers would rather compromise on the quality of
processed than whole foods to save money Buy this report now
Figure 27: Categories shoppers are willing to sacrifice quality Visit store mintel.com

on to save money (top three), 2022

» Those struggling financially are more likely to compromise EMEA +44(0) 20 7606 4533

on quality across multiple categories Brazil 0800 095 0004
Figure 28: Categories shoppers are willing to sacrifice quality
on fo save money (fop three), by financial situation, 2022 Americas +1(312) 943 5250

Figure 29: Categories shoppers are willing to sacrifice quality

China +86 (21) 6032 7300
on fo save money (top three), by age, 2022

Figure 30: Categories shoppers are willing to sacrifice quality APAC +61(0) 2 8284 8100
on fo save money (top three), by parental status, 2022
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Figure 31: Categories shoppers are willing to sacrifice quality
on fo save money (top three), South Asians and Chinese
Canadians vs overall population, 2022

HOW GROCERS AND PRODUCERS CAN HELP SHOPPERS SAVE

Shoppers want a cap on food prices

Figure 32: Steps shoppers want grocers and manufacturers fo
fake to help them save money, 2022

Figure 33: Paysan Naturally Smoked Bacon (Canada), May
2020

Solutions younger shoppers would like to see suggests a
more malleable approach to saving on food

Figure 34: Steps shoppers want grocers and manufacturers to
take to help them save money, by age, 2022

Figure 35: Demand for grocers and manufacturers to sell
lower priced but lower quality versions of products to help
shoppers save, by financial situation, 2022

Figure 36: Steps shoppers want grocers and manufacturers to
take to help them save money, British Columbia vs overall,
2022

THE MENTAL AND EMOTIONAL IMPACT OF FOOD INFLATION

Rampant food inflation has given rise to a profound sense of
unfairness

Figure 37: Attitudes toward the impact of food inflation, 2022
Food inflation is less likely to cause stress for those with
'healthy’ finances

Figure 38: Perceptions of the stress caused by food inflation
and using inflation as an excuse to price gouge (% agree), by
financial situation, 2022

Figure 39: Attitudes toward the impact of food inflation (%
agree), by parental status, 2022

Figure 40: The pace atf which food costs have risen has given

me added stress” (% agree), by region, 2022

IMPACT OF FOOD INFLATION ON AT-HOME BEHAVIOURS

Inflation is impacting Canadians’ perceived ability to eat
healthily

Figure 41: Attitudes about the impact of food inflation on
eating and planning behaviours, 2022

For some, they have a hard time affording food, let alone
healthy food
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Figure 42: Attitudes about the impact of food inflation on
eating and planning behaviours (% agree), by financial
health, 2022

Figure 43: Attitudes toward the impact of food inflation on
eating and planning behaviours (% agree), 18-44 vs over-45s,
2022

Figure 44: Attitudes toward the impact of food inflation on
eating and planning behaviours (% agree), mothers vs fathers
vs overall, 2022

Figure 45: Attitudes toward the impact of food inflation on
eating and planning behaviours (% agree), Quebec vs
overall, 2022

APPENDIX - DATA SOURCES AND ABBREVIATIONS

* Data sources

* Consumer survey data

« Consumer qualitative research
» Abbreviations and terms

» Abbreviations
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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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