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A new quarterly consumer survey, dubbed “Young Families Outlook,” suggests that a pullback in
spending will continue this holiday season for a very influential group of consumers. The survey
was co-authored by Our365 (www.our365.com), a leading lifestage marketing company, and MBS
(www.mbsinsight.com), a leader in customer-centric marketing analytics and strategy. The
Families participating in this quarter’s survey were recruited from Our365’s customer base of 7.2
million households, with whom they maintain direct, permission-based marketing relationships.
Responses were collected in October 2009 from more than 3,500 households with at least one
child under the age of eight. Participating Families - the majority from middle income brackets
- represent an important subset of Generation X families, a group estimated at upwards of 30
million US households. Generation X families are also responsible for a disproportionately large
amount of consumer spending, most of it heavily influenced by Moms aged 25 to 44.

Key Findings

This quarter’s Young Families Outlook suggests that the pullback in consumer spending seen all
year will continue through the 2009 holiday season. The Outlook estimates that 65% of Young
Families will spend “somewhat” or “significantly less” than last year when shopping this holiday
season, a trend consistent with consumer spending as a whole. In keeping with these findings,
50% of Young Families polled estimated their personal financial situation as being worse than last
year, and nearly three in four households are trying to save more and reduce their debt. Though
35% plan to spend the same or slightly more than last year, the proportionately larger decline in
spending reflects lingering concerns about the economy.

Other important findings from the study include:
e Half of our survey respondents have come to terms with their new economic reality.

e Many families and their children are talking about their financial situation openly and are
negotiating with them more often regarding future spending.

o Families hit hardest by the economic downturn will increase their use of outlets, while
reducing their activity in online and specialty store channels.

o The Moms of Young Families are an overwhelmingly practical group and are far less likely to
seek out fashion forward products for themselves.

e Word of mouth is the cornerstone influencer of discretionary purchases for these Young
Families. By comparison, marketer-initiated influences, including social media, are
important but less powerful influencers of discretionary spending.
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Figure 1 - 2009 Holiday Spending Outlook
Half Full/Half Empty

Holiday Outlook responders are nearly split down the middle when it comes to how they feel
about spending this holiday season. A significant number of respondents (42%) express “sadness”
or “guilt” over the inability to spend as much this year vs. last year, perhaps because their gift
giving is focused on their children. Fifty two percent of respondents are more optimistic, saying
“they don’t worry because next year will be better” or “it’s okay because I’m hopeful my family
will come to value what really matters this holiday season.”
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Figure 2 - Consumer Sentiment: Spending Much Less
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Holiday Spirit

The idea of valuing what really matters during the holiday resonated with all age and income
groups, regardless of what consumers plan to spend. Also observed is a changing dynamic on
discussions about family finances and how household purchases are made. More than 40% report
talking about their financial situation with their children. Another 25% of Young Families find
themselves negotiating with their children more this year than last regarding purchases.

Looking for Deals

Some of the most revealing findings from this quarter’s Outlook relate to where Young Families
expect to shop this holiday season. Families will shop at a wide variety of stores and channels,
with a preference for Department Stores (70%), Mass/Big Box Retailers (58%), Online (52%), and
Outlets (48%). Within these choices, nearly 50% report that they will use two or fewer channels
for their holiday purchases.
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Figure 3 - Number of Channels

Though reduced spending overall on the part of Young Families may not be surprising given the
economic climate, the picture is far more interesting when respondents are grouped by holiday
shopping expectation. Families hit hardest by the economic downturn will shop less at Specialty
Stores and Online. Though the difference in shopping is biggest in Specialty Stores, any reduction
in Online activity, given the momentum in that channel, is especially note-worthy. Furthermore,
while common wisdom would suggest that the Internet is the great equalizer when it comes

to value driven shoppers, the Outlook expects value conscious Young Families to increasingly
depend on Outlets for their holiday shopping needs.

YOUNG FAMILIES OUTLOOK
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Figure 4 - Channel Usage by Spending Outlook

Practically Happy

Each quarter the Outlook chooses a research topic into which it delves more deeply. In
our October survey we investigated the outlook for discretionary spending, specifically for
apparel and accessories purchasing by women in Young Families.

Our Young Family Moms are an overwhelmingly practical group. Forty-five percent only
“make purchases when they need to, not on impulse.” The vast majority (69%) of women
say they “rarely” are the first to try new fashions when they come out, but when they do
buy apparel and accessories, they buy “what makes me happy” (55%) and “what makes me
feel good” (48%). Fifty percent somewhat agreed that fashionable clothes are part of the
way they express themselves or that designer brands are worth the premium you pay for
them.
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Figure 5 - Apparel and Accessories Shopping Motivations

Shopping LifeStyles

Richard Baker, CEO/Founder of Premium Knowledge Group (www.premiumknowledge.net) and
a noted authority on discretionary spending participated in the design and implementation of
this quarter’s Young Families Outlook. Mr. Baker’s company developed a proprietary LifeStyle
segmentation scheme that describes the shopping and brand preferences of consumers.
According to Mr. Baker, “What was observed in the Young Families study is that the vast majority
(74%) of respondents came from three of our segments. The reasons vary from segment to
segment but all share a sense of value and an appreciation of convenience.”
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Figure 6 - Shopping LifeStyles

Mr. Baker went on to say that, “The three LifeStyles that predominate in the Young Family
audience are ‘adjacent’ to each other. They attach importance to similar values (e.g.,
practicality) and marketers can capitalize on knowing this value system.”
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Positive Word of Mouth Trumps All in Apparel and Fashion

When asked what “always” affects their decision-making for apparel and accessories,
respondents stated that “word of mouth” was by far the most important influencer (27%),
followed by catalogs / postcards (11%) and magazine advertising (10%). Consistent with

the reduction in online shopping was the lower than expected impact of email (9%). Social
Networking, perceived by many to be the ultimate Web 2.0 word of mouth medium, is not a
major factor in influencing Young Families. Of the social networks polled, including Facebook,
Myspace, Twitter, YouTube, Flickr, and blogs, only Facebook showed an appreciable impact on
purchasing (15%).
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Figure 7 - Apparel and Accessories Influencers

The Bottom Line

The good news is many Young Families have come to terms with their financial situation. Yet,
they are still experiencing difficulties because of the current economic climate and will be
pulling back in a number of important ways. To cultivate better relationships with Young
Families and garner greater share of wallet, you must go beyond short-term, transaction-oriented
discounting and take into account changing family dynamics, consumer psychology, shopping
preferences, and motivations as well as the increasing importance family decision makers place
on word of mouth. Also, don’t assume that the fondness and self-interest marketers have for
all things online (advertising, communications, e-commerce, etc.) will benefit relationships with
all Young Family consumers, especially those who are being particularly hard hit now. These
Families are re-evaluating the usefulness of this and other channels during this holiday season
and beyond.
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