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By Rick Moss, President, Founder, RetailWire

One of the lead questions we asked in our Fad or Trends survey was for an estimate of how long
the current recession will last. Although that was important in framing the general views of our
respondents, lid like to apologize for that one. It was a bit unfair. Hereis why...

Outside of economists who deal with strict factoring, most of us look to consumer behavior in
previous recessions to judge whatis happening now. But the thing is, all along the way, this
recession has refused to behave properly. Like a willful child, itis been hell bent on being different.
Thatis not to say that this child hasnit every right to act out. From the crash of the housing market
to the banking crisis, U.S. auto manufacturing, healthcare costs and the growing inyuence of
China, this recession-child is dealing with a terribly dysfunctional home life.

Now, similar elements were present to some degree in previous down economies but what becomes
increasingly clear is that each is a unique child. (Isnit that what little Tommyis teacher always
told us at back-to-school night?) This particular set of petulant recessionary behaviors, many of
us fear, is a reaction to tectonic shifts in the global economy, which in turn, are reactions to other
big long-term stuff like population growth, new technology, (dare I suggest it?) global warming
and Paula Abdul leaving American Idol. (OK, not that.)

Nevertheless, we seem intent on denying the teacheris report that 6Tommy is a little, shall
we say, different.0 We egg on our political and economic leaders toward overly simplistic
declarations because we want Tommy to graduate with the other kids right on schedule. Hence,
welll undoubtedly be getting new reports of the death of the recession and improving consumer
conpdence for the next few months.

And so, with this in mind, for this survey we went with the opinions of people who are in a better
position to know more about recessionary effects than moody consumers and headline-seeking
economists. These are dyed-in-the-wool retail practitioners and close observers. We believe weive
succeeded in getting a fair assessment of which consumer behaviors are faddish and which are
long-lasting. Some of the conclusions are a wee bit chilling, but keep in mind: in order to deal
with a problem child, youive got to get past the denial stage and on to acceptance and disciplinary
action. We hope the insights that follow will be instructive towards those ends.

Survey Demographics and Notes

A This survey was pelded in August, 2009 by Dechert-Hampe Consulting. This was an internet
survey covering the RetailWire community and other industry participants.

A The survey results are a composite of 317 total responses. The respondent population breaks
down as:
0 34.5% Manufacturer/Vendor
0 28.1% Retailer/Wholesaler/Broker/Distributor
0 37.4% Agency/Research/Design/Tech/Services

A This is an opinion survey of industry observers and participants. No consumers were
interviewed and the survey does not purport to predict actual consumer behavior. While the
survey sample is sizeable, no tests of statistical signipcance were employed in reporting the
results and the results should not be construed as business advice or guidance by RetailWire or
Dechert-Hampe Consulting.
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By DiAnna Hawthorne, Strategy Director, Miller Zell

oPeople do not change with the times, they change the times.6 - P.K. Shaw

Indisputably, the current state of our economy has placed an enormous strain on the daily life of
the average American shopper. Cutting out or cutting back is the order of the day in the short run
and arguably in the long run as indicated in the Fad or Trend report. However, our history reveals
the resilience of the shopper during challenging times. Whether seeking out value retail venues
to accommodate a pinched budget or pnding new ways to use old and familiar products, as Tim
Gun of Project Runway says, she will 0Make It Worké. And through each downturn, she emerges
with a refreshed set of demands and inspired visions of her new shopping experience. In response,
manufacturers and retailers have turned up the dial, meeting her craving for relevant products and
heightened experience. Over the decades, we have seen this proactive effort with the proliferation of
unigue and individualized product offerings designed for her changing lifestyle. Retailers have also
taken cues, as evidenced by the evolution of shopping environmentsiibeginning with small town
shops, expansion to strip malls, development of city center shopping, and the advent of the mega
mallfAand itis all for her. Wisely, much has been devoted to her every whim as she is recognized
and revered as the game-changer, depning what success looks like at retail.

oltis only the view from where you sit that makes you feel defeat. Life is full
of many aisles, so why donit you change your seat?6 - Source Unknown

Aligning our sights for a clearer view of the shopper is critical. Whether due to her lifestyle
changes or the state of the economy, her morphing is inevitable. This report introduces us to a
different view of mainstay shopping habits and identipes behaviors that could potentially drive
new thinking around current manufacturer and retail practices. Entertainment at home, children
returning home, fewer grocery trips, one stop shopping, buying medical services at retail, demand
for organic, trading down, and seeking unique in-store experiences are but a few of the indicated
long-lasting behavioral shifts that could profoundly shape strategies designed to connect with
the next evolution of target shoppers. Understanding these shifts and further applying them
to shopper super setsfsuch as the burgeoning Alpha shopper (GenY), Baby Boomers and the
powerful female shopperAwill serve as a solid departure point for innovative retail solutions.

oBeing willing to change allows you to move from a point of view to a viewing
point - a higher, more expansive place, from which you can see both sides.6
- Thomas Crum

While we do anticipate changes in how we think, as Adlai Stevenson said, 6Change is inevitable
[but] change for the better is a full-time job.0 This implies that understanding and fulplling
the demands of the evolving shopper must be a relentless pursuit for marketers, retailers and
manufacturers alike. The shopper seeks innovation, authenticity and originality forcing an
abandonment of ocurrent safe boundaries which were once unknown frontiersé (Unknown). In
brief, a new bag of tricks is needed to satisfy the needs of the new shopper. With studies such as
Fad or Trend, we are encouraged to begin to reach the higher ground that provides the birdis eye
view we need for success.

The RETAIL:NEXT Studies Page 3 Fad or Trend?



Qoooommno

I A A o

The consumer and the marketplace tend to react to events. The greater the
impact of the event, the greater the reaction can be. The question is whether these
reactions are simply short-term fads or represent real lasting trends.

The 1929 crash and the years of economic depression had a major impact on consumer
behavior, generating a culture of saving and risk avoidance that lasted a generation.
Alternatively, the terror attacks of 9/11 resulted in strong short-term emotions, but little
longer-term impact on buying behavior.

There is no doubt that the recession and economic downturn have left their marks on
the lives of millions of Americans. Virtually no one has been immune. Some people lost
their life savings. Many have lost their jobs. Consumer conpdence has been shaken to
its very core.

The recession has had clear and evident effects on consumer shopping behavior.
Whether it is the outlets shopped, the methods used or the products selected, there
has been evidence of major shifts. The key issue is whether these behaviors are simply
temporary effects that will subside with time or are more lasting changes.

oLions and tigers and bears, oh my!o
- Dorothy, The Wizard of Oz

Housing collapse! Stock market crash! Unemployment! Financial meltdown!
The headlines screamed at us. The world seemed on the brink of disaster. While we
had all seen recessions and bubbles before, this was outside the range of previous
experiences. Yet the prognosticators insisted on making comparisons to other times and
events. However, it soon became clear that this did not pt into the patterns of historical
recessions. It was unprecedented.

The consumer responded quickly. Suddenly, it seemed nobody was buying anything.

People started cutting up their credit cards. You couldnit give cars away. Consumer
conpdence hit record low levels. People were going to stop shopping. Inyation and
deyation were both concerns. This was the environment we faced.

Would the consumer ever come back? Would they shop differently in the future? What
would the new normal look like? To try to address these questions, we enlisted the help
of the best and the brightest minds to provide us with input. Our investigation took the
form of a survey that attempted to separate fact from fantasy.

The survey was designed to address major issues relative to consumer behavior over the
next pve years. Will consumer reaction to the economic downturn change behavior over
the longer term? Are key changes in consumer behavior really short-term fads or will
they continue to represent trends for the future?
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It is now the consensus among economists
that the current economic recession began
in late 2007. Many of these same economists
believe the recession will end in the fourth
quarter, 2009. From a technical standpoint,
they may be right. A recession is depned as
two consecutive quarters of negative growth
and it ends when the economy shows growth
again. Eventually, when the year ago period
becomes bad enough, the comparisons to year
ago almost have to show growth.

It looks like our survey did not include a lot
of economists. Most of us seem to feel the
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recession is far from over. In fact, most of us
feel the recession is likely to last another 6 to
12 or even 18 months. Most of us donit seem
to think we are on the road to recovery just
because we see that othings are getting less
worse.6

0AN economist is an expert who will
know tomorrow why the things he
predicted yesterday didnit happen

THE RECESSION IS THOUGHT TO BE FAR FROM OVER

Itis Already
Over

More Than

18 Months ~

How Much Longer Will the Recession Last?
Most thought another 6 to 18 months.

Less Than

/ 6 Months

17.4%0
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Nobody has a crystal ball, but there can
be little doubt that the recession will have
at least some lasting impact on consumer
behavior. We have had signipcant shocks to
consumer conpdence, wealth, and spending
power. While the consensus seems to be
0Some short-term changes and a few long
term changesd, a signipcant proportion
indicated omany longer-term changes in
consumer behavior.06 This is not surprising
given the length and severity of the recession.
However, it may be less about the number
of changes than about the magnitude of the
impact.

While also consumers, our survey respondents
tend to look at things through the prism

of the impact on their businesses. Did the
recession cause layoffs or salary cuts? Did
the business decline with the economy? Did
they have to reduce prices or promote more?
Did they have to fundamentally change their
approach to the business? Our RetailWire
respondents were split on this. Almost half
continued business as usual or had relatively
minor adjustments. However, more than
half experienced major changes, with a
small number reporting the need for radical
changes.

ol have a feeling weire not in Kansas
anymore.0 - Dorothy, The Wizard of Oz

IMPACT OF RECESSION ON CONSUMERS AND BUSINESS

Impact of Recession
On Consumer Behavior

This will include both short
and long-term changes.

Mostly Short-Term

Little Change ! :
Changes in Behavior

in Behavior
0.6%0

8.1%

Some
Short-Term
Changes
and a Few
Longer-Term
Changes

64.5%0
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Recession Changed
Your Business Approach

Some have had radical changes,
but most expect to survive.

Mostly
Minor Changes
41.4%

Some
Major Changes,

But Weill Survive
45.6%0

Radical
Changes

Have Been

Required
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