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It's Still the Economy, (Stupid)! .

In just three months, shoppers’ perceptions

o Life changes

of their financial state has Worsened’ (SUCh as kids going to College) ......................... 8%;
reflecting the changing state of our economy. and
o The eCONOMY ............eveuerevrerrirerrierserenes 5%

Specifically, only 34% of shoppers feel
optimistic, down from 43% in the first quarter
of 2008.

IN THE NEXT 12 MONTHS YOU AND
YOUR FAMILY WILL BE IN:

And who are these optimists? At their core are
shoppers ages 18-34 in non-rural areas.

Pessimists

WAYPOINTS shoppers who feel their
condition will worsen have grown significantly

50% (from the first quarter) from 14% to 25%.
45%
ll 012008 When asked why their take on things is more
40% l 022008 negative, these shoppers cited:
35% o Increasing prices (like gas prices)..........c...... 45%;
30% o The economy (specifically, inflation)............ 32%;
- o Income (no change or negative change) ......15%;
]
o Budget (not saving, not saving
20% enough, debt load).......ccocoeuveuneercncencncncncncnnee 6%;
15% o  Employment
(no change or negative change)...........ccccc..... 6%;
10% and
5% o Life changes
oo (change in core circumstances)..........c.ccceeeee. 5%

2974 Lookout Place | Suite 100 | Atlanta, GA 30305
678.686.2988 (p) | 404.869.0200 (f) | www.capregroup.com

Same financial shape Worse finandial shape

Better financial shape

Optimists

When asked why they are optimistic, these
WAYPOINTS shoppers cited:
o Budget (they are saving money, and /

Evolving shoppers (ages 45-60), those with
lower incomes and rural shoppers are most
likely to see a more negative future.

Extra money...Saving is up

When asked if they would save, invest, or
spend a hypothetical extra paycheck, 59% of

or have no debt) ......coevevveiiieeeeeeeeeennen, 31%; our shoppers say they would save it. This is up
+  Employment (they have or expect to from 53% in the first quarter. In keeping, the
get a better job) ..o 27%; percentage of shoppers who would spend extra
‘ Incorfw . _ money stayed roughly the same since first
(they've gotten or anticipate a raise)............. 18%;

quarter, from 26% to 25%.
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SHOPPER WAYPOINTS shoppers are
employing a number of strategies to reduce
spending, cutting out some categories
altogether, buying others less often, buying
cheaper brands, and only buying on sale

or with a coupon. As you might imagine,
shoppers behave differently across categories.

The biggest threat is to those categories losing
shoppers, including sporting events, coffee
shops, cigarettes, bottled water and cable TV.
Shoppers are buying less fuel, clothing, meals

outside the home and shoes, but are not

abandoning these categories entirely.

Top 5 WAYS & PLACES SHOPPERS
ARE RESTRICTING SPENDING

Nearly half (49%) of shoppers are avoiding
stores they normally traffic in order to save
money and restrict spending. This impacts
department stores and mass/supercenters
the most.

Those avoiding department stores include
females and Evolving Shoppers (45-60).
Females and Formative shoppers (18-29) are
avoiding mass/supercenters.

Category-specific strategies
counter shoppers’ coping behavior
(cutting back spending!).

J

STOPPING TRADING CUTTING LOOKING (
PURCHASES DowN BAck FOR SALES Y
. — e
Education (59%) | Toiletries (48%) Fuel (78%) Toiletries (22%)
g 0 SN | Grocers (a3e) | Mot be | s 1)
Nail care (56%) | Hair care (29%) C|othi(rég.7)/°é$) pare| Groceries (15%)
Cigarettes/ Tobacco| Clothing/Apparel o CDs/DVDs/Video
(54%) 05 Shoes (56%) | ™ mes (12%)
Coffee froma o o o
coffee shop (51%) Snacks (23%) Snacks (52%) Fragrance (12%)

Brand loyalty is abandoned as shoppers
trade down - buying cheaper brands - in
toiletries, groceries, hair care and clothing.
Surprisingly, shoppers tell us they are not
restricting spending by looking for sales on
toiletries, snacks or groceries.
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In Quarter 2, we asked shoppers more
details about how they would spend. We
found two surprises:

« Among the 25% of shoppers who would

spend this extra money, the single biggest their financial future (33% compared to
thing they would “spend” on is paying oft 24% respectively).
. 1m0
bills / credit (17%). These findings are consistent with the
« Shoppers who said their financial future worsening outlook that shoppers have for their
will be worse in the next 12 months were future financial position, and tells us that a
more likely to spend the extra money than shopper’s economic outlook indeed translates
those who were more optimistic about into shopper spending...or lack thereof. —
ﬁ.
v Wr’
—

Shoppers are increasingly pessimistic
and hunting for value solutions.

Dining Out: First of Several

Economic ViCti mS Top 10 CATEGORIES WHERE SHOPPERS ARE

RESTRICTING SPENDING

Meals outside the home 52%

As the economy continues to shift, (CDs/DVDs/Video games 39%
shoppers are increasingly tightening Movies/Entertainment 38%
their belts. Thirty-eight percent of shoppers Travel 38%
say they are spending less than they did at the Electronics 33%
same time last year. This compares to 34% in Clothing 32%
the first quarter of this year. Coffee from C?Hee shops 31%
Books/Magazines/Newspapers 29%

So, which categories are winning in the tough Fuel 29%
economy, and which are at-risk? Going to sports events 27%
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