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This report looks at the following areas:

Priorities include developing healthy savings habits and making it easier to
separate money for bills and everyday life. The economic disruption caused by
COVID-12 will provide a stark wake-up call to the need to keep household
finances in healthy shape, and this will lead some consumers to change their
approach to managing household income long after the outbreak is over.

« The impact of COVID-19 on consumer behaviour related to managing
household income.

» How consumers receive their main and additional incomes, and
responsibility for household bills.

» How consumers manage household budgets and awareness of household
spending needs.

< Consumer behaviours after payday.

» How consumers feel about managing household income.

COVID-19 has made managing household income an even more difficult, task
for British consumers. For some, the enforced reduction in socialising and travel
will mean a drop in expenditure, but job losses and temporary wage cuts will
inevitably start to put strain on household budgets, and consumers will have to
work harder to make their money last from payday fo payday.

Prior to COVID-19, managing household income was already becoming an
increasingly involved task for British consumers, as both the types of household
that people live in and the ways in which people work have become more
diverse. Today's consumers also have a wider range of options for managing
their money than ever before, with smart digital solutions offered by innovative
FinTechs and high-street banks alike.
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“COVID-19 has brought issues
of household income and
financial resilience to the fore.
Looking ahead there will be
significant opportunities for
brands, both new and
established, to help
consumers better manage
their incomes and get their
finances back on track.”

- Rich Shepherd, Associate
Director - Financial Services
- 6th April 2020
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Brands seek to boost saving, convenience and education...
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Most with a regular main income receive it on a monthly
basis

Figure 4: Frequency of main personal income, December
2019

Most people have some form of additional income
Figure 5: How people receive additional personal income,
December 2019

Vast majority know their expenses but many struggle to
make ends meet

Figure 6: Household income and budgeting behaviour,
December 2019

Saving is the priority, but a fifth still find the money for a
payday treat

Figure 7: Actions taken after people get paid, December
2019

Most people are in control of, and enjoy managing, their
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Figure 8: Attitudes fowards managing household finances,
December 2019
What we think

THE IMPACT OF COVID-19 ON MANAGING HOUSEHOLD
INCOME

Short, medium and long-term impact on the industry
Figure 9: Expected impact of COVID-19 on managing
household income, short, medium and long term, 4 May 2020
Opportunities and Threats

Crisis offers an opportunity for banks to change perceptions
A reminder of the need to save

Budgeting apps have never been so useful

Switching incentives will be powerful in the post-COVID
market

An acid test of digital finance

Impact on the market

Unemployment will hit household finances hard

Figure 10: Forecast for year-end unemployment rate, pre-
COVID-19 projection vs post-COVID-19 projection, 2019-24
Innovation will take a back seat

FinTechs are well positioned to help, but could face funding
issues

Payment holidays pose cashflow challenges for lenders
Shifts in consumer behaviour

Sharp fall in confidence will produce a focus on short-term
goals

Figure 11: The financial confidence index, January 2015-April
2016

Savings will be prioritised over managing debts

Figure 12: Planned financial activity over the next three
months, March 2019-April 2020

Credit will be avoided where possible but is a valuable
source of funds

Changing payment preferences will amend approaches to
budgeting

Figure 13: Changes in shopping habits as a result of
COVID-19, 23-30 April 2020

Impact on key consumer segments

Figure 14: Financial confidence for the coming year among
consumers with household incomes of £50,000 or more,
February 2020 vs April 2020

How a COVID-19 recession will reshape the market

Consumers will be more cautious over spending...
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> ... but lessons from last time suggest good habits are hard to

keep

Figure 15: Household savings ratio, Q1 2006-Q3 2019
COVID-19 will almost certainly result in tax reform
COVID-19: Market context

ISSUES AND INSIGHTS

Household incomes and consumer confidence take a hit
from COVID-19

Better education is needed to improve young adults’ money
management

The facts

The implications

Nationwide’s PayDay SaveDay campaign hits on an
essential message

The facts

The implications

Fun finance can get better results than uber-serious finance
The facts

The implications

THE MARKET - WHAT YOU NEED TO KNOW

Pre-COVID-19 employment rate was high and wages were
rising...

... but concerns remain over debts and savings

COVID-19 prompts an unprecedented state intervention to

protect wages

MARKET DRIVERS

Employment was at an all-time high at the start of 2020...
Figure 16: Employment, economically inactive and
unemployment rates, December-February 2014/15 -
November-January 2019/20

... and real wages have risen for two years

Figure 17: Average weekly earnings and annual growth
(regular pay), and CPI, January 2015-January 2020

There were 1.25 million out-of-work benefits claimants in
February

Figure 18: Out-of-work benefits claimants, by age group,
February 2020

Debts and savings

Household debt remains high but stable

Figure 19: Household debt as a percentage of net household
disposable income, Q1 2000-Q3 2019
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* Low saving activity leaves many living payday to payday
Figure 20: Household saving ratio, Q1 2000-Q3 2019

= Responsibility for Household Bills

« Almost everyone has responsibility for household bills...
Figure 21: Responsibility for household bills, December 2019

* ... and a third are solely responsible
Figure 22: Other contributors to household bills, December
2019

REGULATORY AND LEGISLATIVE CHANGES

* COVID-19 prompts an unprecedented state intervention to
protect wages

» Budget 2020 provides income rises for the least well-off

* Rollout of Universal Credit delayed again

« Overdraft fees abolished but some face an interest

headache

COMPANIES AND BRANDS - WHAT YOU NEED TO KNOW

+ Brands seek to boost saving, convenience and education...

« ...while innovation continues in flexibility and support

LAUNCH ACTIVITY AND INNOVATION

* Nationwide’s PayDay SaveDay campaign aims to promote
good habits

« Barclays becomes first high-street bank to offer payments
from external accounts

» Revolut Junior looks to teach children about money
management

* Banks amend overdraft rules in response to COVID-19

» HSBC and Bud agree Open Banking partnership

 FinTechs continue to push boundaries on flexibility and
support

« Wagestream offers flexible access to salary

* Toucan and Kalgera offer access fo money management
support

THE CONSUMER - WHAT YOU NEED TO KNOW

* 56% who have a regular main income receive it on a
monthly basis

* Most people have some form of additional income

« Vast majority know their expenses but many struggle to
make ends meet

+ Saving is the priority, but a fifth still find the money for a
payday treat
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* Most people are in control of, and enjoy managing, their

finances .
What's included
MAIN INCOME FREQUENCY Executive Summary
* 87% have a regular income... Full Report PDF

Figure 23: How people receive their main personal income,
December 2019 Infographic Overview

* ... and most are paid monthly

) i ) Powerpoint Presentation
Figure 24: Frequency of main personal income, December

2019 Interactive Databook

* Income schedules are defined by employment status

Proyi giti
Figure 25: Frequency of main personal income, by revious edrions

employment status, December 2019

ADDITIONAL INCOME

* Most people have some form of additional income

Did you know?

Figure 26: How people receive additional personal income,

by age, December 2019 This report is part of a series
» Additional income is more variable than main sources of reports, produced to
Figure 27: Frequency of additional sources of personal provide you with a more

income December 2019 holistic view of this market.

All Mintel 2020 reports
conftain specific COVID-19
related research and

HOUSEHOLD INCOME AND BUDGETING

= Vast majority know how much their bills cost...

Figure 28: Household income and budgeting behaviour, forecasts. The world’s
December 2019 leading brands rely on

+ ... but only half have a set budget Mintel reports for the most
Figure 29: Responses to the statement “| have a set budget complete, objective and
for my day-to-day spending”, by frequency of main personal actionable market

income, December 2019 intelligence.

* Making ends meet is a learned skill
Figure 30: Agreement with the statement “I find it hard to

make my income last as long as it needs to”, by age,

December 2019 Buy this report now
¢ Cash is falling from favour Visit store.mintel.com
PAYDAY ACTIONS EMEA +44 (0) 20 7606 4533
» Fourin 10 save as soon as they get paid Brazil 0800 095 2094

Figure 31: Actions taken after people get paid, December

Americas +1(312) 943 5250

2019

+ Joint accounts limit money transfers for bills China +86 (21) 6032 7300

« A third of under-25s spoil themselves on payday

Figure 32: Actions taken after people get paid, by age, APAC +61(0) 28284 8100

December 2019
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ATTITUDES TOWARDS MANAGING HOUSEHOLD FINANCES

Most feel in control of their finances

Figure 33: Attitudes towards managing household finances,
December 2019

Wage rises are not being felt universally

Figure 34: Agreement with the statement “My income has
increased in the last 12 months”, by age and annual
household income, December 2019

A fun pursuit?

Figure 35: Responses fo the statement “I enjoy managing my
finances”, by responses to the statement “I think about my
finances a lot”, December 2019

Financial education is failing young adults

Figure 36: Responses to the statement “I wish | had learned
more about managing finances at school”, by age,
December 2019

APPENDIX — DATA SOURCES, ABBREVIATIONS AND
SUPPORTING INFORMATION

Abbreviations

Consumer research methodology
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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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