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Germans are facing an extended cost-of-living squeeze. Brands that
provide better value for money (eg through product longevity) will stand

out.
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This report looks at the following areas:

« Changes in consumer spending patterns over Germans are fQCing an

the last year and the key factors driving these .
extended cost-of-living

changes

« The impact of rising inflation on consumer squeeze. Brands that

behaviours provide better value for

 Leading consumer concerns, including issues money (eg ’rhrough

such as the cost of living, health and climate . .
change product longevity) will
« How consumers expect their lives to look in five stand out.

years

- Total consumer spending forecast over the next five years

Overview

85% of Germans are very or somewhat concerned about the cost of living. While concerns
about the pandemic take a backseat, German consumers are set for an extended cost-of-
living squeeze. Consequently, in October 2022, 18% of Germans described their finances as
healthy, down from 24% in March 2022, and only 13% of German consumers are confident
about their financial situation over the next year.

Due to significant economic disruption caused by the Ukraine conflict, inflation rates reached
an all-time high, putting significant pressure on household finances. After releasing pent-up
demand in discretionary spending categories like travel and leisure, rising prices in essential
categories negatively impact consumers’ spending abilities. Consequently, 39% of Germans
are delaying purchasing a major item.
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Brands that support consumers in coping with financial pressure will win favour (eg by

offering flexible payment options like retailer credit). Those operating in the German market
are encouraged to rethink existing business models (eg takeback and resale) to support
consumers in saving money on big-ticket purchases (eg furniture, smartphones) and likewise
communicate the eco benefits of these practices.

While consumers will appreciate low-budget alternatives for everyday essentials in food
and drink, BPC brands can provide better value for money with longer-lasting formulas and
customised products that can be proven to work better for the individual (eg personalised
vitamins). Opportunities also arise for non-discretionary spending in travel and leisure; brands
can tap intfo new consumer groups by attracting digital nomads with remote work travel
programs and 'workation' packages.
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Report Content

EXECUTIVE SUMMARY

Key issues covered in this Report

Overview

The five year outlook for consumer spending

Market context

Population dynamics

High inflation puts pressure on household consumption

Mintel predicts

Consumer expenditure is expected to increase significantly in the short-term, followed by a more moderate growth

Market size & forecast

Opportunities

Help consumers deal with inflation
Guide consumers to shrink their carbon footprint
Travel and leisure: tap into new consumer groups as flexible working models arise

Quick download resources

MARKET DRIVERS

German economy

Strong post-COVID-19 bounceback followed by a period of slower growth

- Graph 1: key economic datq, in real terms, 2019-24

Economic slowdown fueled by conflict in Ukraine

Inflation is the key concern in 2022 for consumers, brands and the economy...
..impacting financial wellbeing and consumer expenditure

The impact of the economy on German household finances

- Graph 2: financial situation, March 2022 vs October 2022

The impact of the economy on German household finances

- Graph 3: household and lifestyle issues faced in the last two months, 2022
Rising consumer prices eat up wage growth

- Graph 4: development of real and nominal earnings and consumer prices, Q1 2020-Q2 2022

German's financial confidence is waning...

- Graph 5: percentage of consumers who are confident about their financial situation over the next year, by generation,

2022
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...and ranges at the lower end compared to other European countries

- Graph 6: "l feel pretty confident that I'll be ok", by country, 2022

Population dynamics

The German population is ageing

Immigration is crucial for Germany

The number of single households is growing

- Graph 7: households and projected household, by type of household, 2000-40
More than three-quarters of the German population live in urban areas

- Graph 8: urban population, 1996-2021

WHAT CONSUMERS WANT AND WHY

Consumer spending habits

The cost of living crisis is reflected in more frugal spending

- Graph 9: changes in spending behaviour compared to a year ago, 2022

The cost of living crisis is reflected in more frugal spending

Stand out with creative loyalty programs

Young men spend more on multiple categories

Socialising will remain a priority for Germans

- Graph 10: spending preferences in terms of potential spending cuts in overall spending (top six), 2022
Be prepared for changing consumption habits — even in essential categories like food and drink

Mintel expert view: squeezed incomes push German consumers to more affordable DIY at-home cooking products
Go back to the basics for the purpose of affordability

- Graph 11: preferences in potentially necessary changes of favourite grocery brand offerings, 2022
Price increases dominant factor behind the uptick in spending

- Graph 12: reasons for spending more on selected categories, 2022

Experience-hungry Gen Zers are key for the travel market

- Graph 13: consumers who are spending more on holidays compared to a year ago, by generation, 2022
Mintel expert view: leisure and travel budgets are increasingly coming under pressure

Younger Germans spend more on clothing and accessories, while older consumers are reluctant

- Graph 14: changes in spending on clothes and accessories compared to a year ago, by age, 2022
Mintel expert view: fashion retail sector still facing difficult times ahead

Get inspired by Walmart's virtual fitting room experience

Healthcare products spending profits from legacy of the pandemic

- Graph 15: changes in spending on healthcare products compared to a year ago, by age, 2022
Encourage an inside-out approach to improve appearance among the young

Mintel expert view: health has become more of a priority for many Germans
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Mannings Probiotics ImmunoMintel expert view: health has become more of a priority for many Germans

Spending cuts predominate in all categories

- Graph 16: reasons for spending less on selected categories, 2022

Watch out for the post-pandemic move away from tech

- Graph 17: reasons for spending less on technology and communications, by age, 2022

Mintel expert view: Extended replacement cycles for tech products offer chances to counteract the throwaway culture
Be aware of BPC consumers who are set to become more price-conscious

- Graph 18: expected behavioural changes in the case of necessary spending cuts on beauty/grooming products (top
five), 2022

Impact of inflation on consumer behaviour

Germans are adapting their behaviour to the rising cost of living
- Graph 19: behavioural changes due to the rising cost of living, 2022
Be aware of higher earners' consumption reluctance

- Graph 20: changes in consumption behaviour due to the rising cost of living (top four), by net monthly household income,

2022

A chance for takeback and resale models

Cater to dual-parent families with flexible travel options

- Graph 21: consumers who are delaying plans to book a holiday due to the rising cost of living, by lifestage, 2022

Cater to dual-parent families with flexible travel options

Offer credit to pay for essentials for those struggling

- Graph 22: whether credit is used/considered to be used to pay for essentials/non-essentials, by financial situation, 2022

Be aware of Younger Millennial's postponed family plans

Current consumer concerns

Germans are navigating through times of multiple global crises

- Graph 23: [no title]

Concerns about retirement span across different ages

- Graph 24: consumers who are concerned about being able to afford a comfortable retirement (NET), by age, 2022
Concerns about COVID-19 move into the background...

- Graph 25: Mintel COVID-19 lifestyle concerns index, 2021-22 (3-16 March 2020 = 100)
Concerns about COVID-19 move into the background...

..as the cost of living crisis dominates

- Graph 26: concerns about the cost of living (NET), by age, 2022

Communicate savings potential of living more eco-friendly

Young women are most concerned about their mental health

- Graph 27: concerns about mental health (NET), by gender and age, 2022

Support young women in coping with mental issues

Get inspired by JanSport's Mental Wellness Mission

MINTEL



German Lifestyles - Germany - 2022

Consumer expectations for the next five years
« Germans are cautiously optimistic about the future
- Graph 28: what consumers expect in five years' time, 2022
« Cater to younger employees who are keen to improve their finances
- Graph 29: consumers who expect their financial situation to have improved in five years' time, by age, 2022
+  Focus on flexible working models
+  Many Germans are hopeful about saving the planet...

+ ..but over-confidence proves a challenge for brands

MARKET SIZE, SEGMENTATION AND FORECAST

+ Total spending is predicted to increase significantly in 2022 due to pent-up demand and inflation
+ Breakdown of consumer spending
- Graph 30: estimated consumer expenditure in €bn, by sector, 2022
+ Housing accounts for largest share of consumer spending
« Discretionary spending sees COVID-19 recovery
- Graph 31: estimated percentage change in consumer spending, by sector, 2021-22
+ Discretionary spending sees COVID-19 recovery
« Consumer expenditure is expected to increase significantly in the short-term, followed by a more moderate growth
« Consumers hit hard by spiralling price rises
+ Consumer restraints will remain in the medium-term

« Consumers will loosen self-imposed spending restrictions in the long-term

APPENDIX

Appendix - products covered, abbreviations, consumer research methodology and language usage
+ Abbreviations
+ Consumer research methodology

+ Anote on language

Appendix - market size and central forecast methodology
+ Forecast methodology

+ Forecast methodology — fan chart

+ Market size and forecast - value

+  Market forecast and prediction intervals - value

MINTEL
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Access our reports now and get the most What makes us unique?

accurate, credible and powerful datq, insights © A 360-degree view of German

and analysis. Mintel Reports Germany gives you markets

everything you need to know about what German

consumers want and why. (¥) Experienced analysts based in

Germany
In each report, we're analysing the market, new ) Expert-led support from global
product innovations and the competitive cafegory experts

landscape, as well as consumer behaviours
across Germany. Our local analysts, supported by
our team of global experts then translate it into
what it means for you.

How Mintel Reports Germany will help your business grow:

Identify future Make better decisions See the trends and innovations
opportunities by faster by keeping impacting Germany both on a
understanding what informed on what's local and global level
German consumers want happening across your

and why market
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Disclaimer

This is marketing intelligence published by Mintel.
The consumer research exclusively commissioned
by Mintel was conducted by a German licensed

market survey agent (See Research Methodology

for more information).

Terms and Conditions of use

Any use and/or copying of this document is subject
to Mintel‘s standard terms and conditions, which are
available at http://www.mintel.com/terms

If you have any questions regarding usage of this
document please contact your account manager or
call your local helpdesk.

Published by Mintel Group Ltd
www.mintel.com
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