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THE FUTURE OF MONEY

OMD UK and News UK are delighted o be able to infroduce The Future of
Money — the latest iteration of OMD UK's pioneering insight initiative, The
Future of Britain.

OMD UK launched The Future of Britain research programme against the

afterglow of the 2012 Olympics and Jubilee year and as Britain came out
of the worst recession in one hundred years. We sought to understand our
new British culture and what this meant for brands.

Since then, The Future of... series has gone from strength to strength,
covering a vast array of themes in the past six years, talking to over 20,000
people along the way using innovative research techniques such as video
ethnography, implicit testing and our very own online community, Your
Voice. We've explored household dynamics in Living with Future Britain,
studied Christmas shopping behaviour and afttitudes in The Future of
Christmas and smashed generational myths ingrained in British society in
our award winning The Future of Generations.

Our latest in the series, Future of Money, seeks to understand how people
manage their personal finances and view their place in the increasingly
uncertain British economy. We wanted fo get to the heart of how people
spend, save, plan and prioritise and what implications these behaviours
have for brands and marketeers.

We hope that you enjoy reading The Future of Money and look forward to
discussing our results and implications with you.
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Dan Clays Dominic Carter
CEO, OMD UK Group Chief Commercial Officer, News UK
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THE RESEARCH

In a bid to understand Britain's relationship with money we
carried out an exfensive, multi-stage research project. The
research was carried out between November 2018, and
January 2019 and involved:

1. An online survey with a representative sample of 2,700
adults in the UK;

2. Qualitative focus groups in West Midlands and London;

3. Qualitative feedback from OMD UK's online consumer
panel YourVoice.

Additionally, we also conducted 500 interviews in
February 2019 covering attitudes to Brexit and behaviour
change since the rejection of the UK's Brexit deal.

The findings have been divided info three broad themes:
1. Britain, Brexit and Buying
2. Saving, Spending and Sacrificing

3. Financial Futures




BRITAIN, BREXIT AND
BUYING

Since the 2016 referendum, national fears over the
state of the British economy have been quietly
bubbling under the surface, but with the Brexit clock
ficking and looming headlines dominating, concernis
quickly beginning fo mount. This heightened worry as
a result of increasing Brexit uncertainty is partficularly
evident in our own research which shows concern over
Brexit is up from 31%, in June 2018, to 50% in December.
Concern over the economy has seen a similar jump
from 29% last June to 41% at the end of 2018.

How does this growing sense of uncertainty impact
the way people save, spend and investe Up until now
it seems consumers have been living in a state of
“confented resilience”. Our research in June last year
‘Future of Britain: Five Years On’ found that one year
after the referendum many Brits were relatively happy
and getting on with the everyday. This is reflected

in the level of consumer confidence measured by
GfK. Although consumer confidence dipped fo ifs
lowest in a year last November, overall the drop is

not as drastic as expected and is significantly more
positive than levels measured in 2013. Added to this,
interest rate cuts have encouraged borrowing and
spending and societal and personal well-being in the
UK, as measured by ONS, shows increased levels of
satisfaction and happiness.

However, long term there is a slowdown of household
condifions and a levelling off of personal well-being,
alongside a worsening perception of the future. It
seems that, in the short term at least, consumers are
getting on with everyday life, but in the long term
the picture may be more volatile. The closer that we
gef to a no deal Brexit, which the Bank of England
has previously warned would be worse than the 2008
financial crisis, the more this potentially volatile future
becomes a frue concern for Brits.

“IT JUST MAKES ME FEEL
UNCERTAIN ABOUT THE
FUTURE AND WORRY
ABOUT BEING ABLE TO
AFFORD THINGS, JOB
SECURITY AND THE FUTURE
FOR MY CHILDREN"

Female, 45-54 with children

“THE CURRENT
UNCERTAINTY
REGARDING BREXIT
CAUSES US A FAMILY
UNCERTAINTY, I'M
WORRIED ABOUT THE
POTENTIAL MARKED
INCREASE IN THE COST
OF LIVING”

Male, 35-44, with children



IMPACT ON SPENDING

And this short termism is beginning to
impact spending, although we found
that it is not a consistent impact across
categories. Longer term investments
and appetite for bigger ticket purchases
have fallen in recent months as Brexit
nears. For example, spending on new
cars is down 5.5%, UK house sales are the
weakest they have been in two decades
and spending over the key Christmas
shopping period decreased (the quantity
of goods bought in December fell 0.9%
compared with November) as shoppers
took advantage of the Black Friday
deals. However certain items are still
faring well such as home entertainment
(which includes film, tv and music) which
was up 10% in 2018 according to BASE
and travel which shows the most positive
growth of 5.7% YOY.

SHORT VS LONG TERM
CHANGE

Although we are seeing an impact on
our spending habifs, it remains fo be
seen if this is a short-term reaction to the
uncertainty surrounding our exit from the
EU or if our reluctance to move house

or book a holiday abroad right now is
alonger fermissue. In our research, we
saw that a significant minority of us have
delayed booking a holiday or moving to
a new house since Christmas 2018. We
also saw that, overall, the proportion of
people who intend to go on holiday or
move house in 2019 has not changed
overall, perhaps indicating a short-ferm
change in behaviour rather than a long-
term decline.

SOME HIGH TICKET ITEMS ARE BEING IMPACTED
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TRAVEL

2018:

EU Travel up 5.7 % YOY
(October 2018, ForwardKeys)

FORECAST 2019:

Bookings up for May — Oct by 5%
(Daily Express, January 2019)

BUT January sales down 2% Yoy
(GfK)

OMD / NEWS UK
CHANGE SINCE XMAS:

21% have put off booking a holiday

AUTOMOTIVE

2018:

Used cars down 2.6%
New cars down 5.5%
(November 2018, SMMT)
FORECAST 2019:

New cars down 2.1%
(SMMT)

OMD / NEWS UK
CHANGE SINCE XMAS:

7% have put off buying a new car

Source: Future of Money; Q. Thinking about the next 12 months, which, if any, of the below are you planning to do or
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HOUSING

2018:

Average asking prices up 0.7%
during 2018

(December 2018, RightMove)
FORECAST 2019:

Prices will stagnate
(January 2019, Royal Institute of
Chartered Surveyors)

OMD / NEWS UK
CHANGE SINCE XMAS:

9% have put off moving home
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HOME ENTERTAINMENT

2018:

1 0% growth during 2018
(January 2019, British Association for
Screen Enfertainment)

FORECAST 2019:

3% growth predicted
(January 2019, PwC)

xpect to happen? Base: All sample (2672)
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WHAT THIS MEANS FOR
BRANDS

Where does this leave use¢ Although we can see that
immediately after the referendum people across the
UK remained resilient and had no choice but to get
on with their everyday lives, beneath the context

of growing uncertainty. A culture of short termism

is increasingly being adopted by UK consumers,
impacting certain categories in the long run. For
brands the implication is to understand the changing
world of their consumers, because getting to the
heart of what is important to them in a time of
uncertainty will help businesses make better decisions
based on the fluid needs, concerns and spending
habits of its customers.

It's important brands reassure consumers during a
fime when people are seeking to mifigate risk and
feel secure in their future. And finally, as our research
shows, we are living with huge uncertainty and, by
definition, constant change. Brands and marketeers
need to be always vigilant — monitoring what's going
on in the wider world and what this means for it's
customers and adapting to meet these changing
needs. This means remaining agile and responsive to
the needs of consumers.




SAVING, SPENDING
AND SACRIFICING

Our ‘state of contented resilience’ has impacted how
people prioritise spending and saving, in furn shaping
attitudes to freats (opposite).

When we asked people the kind of things they had
been up to over the last year, we discovered that

many have enjoyed treats such as meals in restaurants,

fast food/takeaways, holidays and weekends away
over the last 12 months. Looking at data on TGl reveals
that people have been enjoying these treats at the
same rate that they were before the referendum,
suggesting that people are getting on with their lives
and still finding reasons to freat themselves during
these turbulent fimes.

PEOPLE WERE STILL FEELING RESILIENT AT THE END OF 2018,
FINDING THE TIME AND MONEY TO TREAT THEMSELVES:

Which of the following have you freated yourself to in the past 12 months?

Medlin a

fast food
Meadl in restaurant/
a restaurant takeaway

Holidays

(longer than

a weekend Weekend New New Special / VIP
away) away gadget car experience

Source: Future of Money; Q. Which of the following, if any, have you treated yourself to in the last 12 monthsg All sample (2672)



“THE FIRST THING 1 DO IS
BOOK A TABLE AT OUR
LOCAL RESTAURANT, GIVING
THE FAMILY A BREAK
FROM OUR NORMAL MENU
AND ROUTINE AT HOME
AND SPEND SOME GOOD
QUALITY TIME TOGETHER.”

THE NECESSITY OF TREATS

It furns out it doesn’t take much to justify a treat, in fact
the most common reason people give for freafing
themselves was “just because | felt like it”. Other
reasons that can prompt a freat include: ‘Pay Day’ for
a meal out (46%); ‘Going through a difficult time’ for a
new gadget (18%) and ‘Having a bad day’ prompts
booking a weekend away (53%).

This tells us that people always find a reason to treat
themselves, whetherit's a small daily fix of a coffee
from the shop or something slightly more lavish such as
a holiday. We all have a different idea of what a treat
is, and it doesn’t always have to be big.

This is in line with our Future of Britain: Five Years On
research conducted in June 2018, when we found
that between 2013 and 2018 the proportion of those
who would put a £1000 bonus into savings had halved
from 40% to 21%. One of the driving forces behind

this was low interest rates which relieved the pressure
on households and allowed spending on smaller
indulgences and altruism like shopping, going on days
out and donafting to charities. And these indulgences
are not necessarily self-centred, our qualitative
research revealed that when there is a little extra
money left over one of the first things that people like
to do is get together with family and friends, spending
money on things that help facilitate socialising, such as
meals and days out for weekend frips.

WE CAN ALWAYS FIND A REASON FOR A TREALT...

Special occasion

56%
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Reached an important
milestone 22%

Completed a

tedious task 21 % lﬁ@q

e B MEAL OUT
Pay day 46%

Had a bad day 532%
Special occasion 33%

«..BUT THE MOST COMMON REASON IS “JUST BECAUSE 1 FELT LIKE IT”.

Source: Future of Money; Q. What, if anything in particular, prompted you to freat yourself to. Base: All who treated themselves; base vary by item (263- 1969)



“WE'RE ALWAYS
TRYING TO
SAVE, IT'S

NOT ALWAYS
POSSIBLE.”

74%

of us claim to
save regularly.

THE VALUE-ACTION GAP

This culture of short term gratification combined with
low interest rates and a squeezed disposable income
has impacted our behaviour when it comes o saving,
meaning that while many say that they regularly

save (74%), the proportion of income that people are
actually saving has declined quite drastically since
2014 - turning the UK into a nation of ‘piggy bank
savers’ who save less and less than they use, falling well
below the 10% of income that's generally advised.

Our nation of ‘piggy-bank savers’ is also reflected in
the kind of things people are saving for. Instead of
prioritising saving for the long term, consumers are
setting money aside for ‘rainy day’ (54%), prioritising
the short ferm and saving for the immediate, rather
than the long-tferm future. Only 28% of those surveyed
save for retirement — this only becomes a focus when
we reach our late 40s.

WE HAVE A VERY LOW HOUSEHOLD SAVING RATIO:

...........................................................................................................................................

...........................................................................................................................................

14 14 14 14 15 15 15 15 16 16 16 16 17 17 17 17 18 18 18
Ql Q@2 Q@3 Q@4 Q1 @2 Q@3 @4 Q1 @2 Q@3 @4 Q1 @2 Q@3 @4 Q1 Q2 a3

UK HOUSEHOLD SAVING RATIO TO INCOME



BORROWING BRITS

Against a background of squeezed incomes, austerity, and low interest rates, Britain's household 450/

debt has reached a new peak, with 45% of people surveyed claiming to currently have debt to (-]

their name (outside of their mortgage). Admit to having
debt (excluding

a mortgage)

COMBINED WITH OUR LOW LEVELS OF SAVING, WE ALSO HAVE HIGH
LEVELS OF DEBT:

Prefer not
to say

Credit Personal Student Family/ Payday
cards loans Overdraft loan friends Other loan

30% 82%

Level of unsecured Have credit
debt as a share of card debt and
household income unsecured debt
(TUC) somewhere else

21



However, the picture of OUR CREDIT CARD SPEND STEADILY
debt is different depending INCREASES IN OUR 30s AS WE

on age and life event. Our
research tells us that credit REACH KEY LIFE MILESTONES...

card debtincreases to a

peak in middle life stages,

the time when we are most

likely to be buying and selling 500

houses or making home Purchase or sell a house/flat
improvements. Earnings fend

— Finish mortgage repayment

to be at the highest level 450 o Make major home

at this stage in life. Around Purchase first home improvements Birth of grandchild
the time that people are BOQ oo e g A SR S,

likely fo get mortgage is Birth of your first child Child goes to

when we see people take university

the most control of their
finances, making sure fo pay
off their credit cards in full.
Earlier years, when people
are just starting out in their
careers and fend to have
less financially, we find less
responsible attitudes fo using
credit cards.

Graduate from
university

) Enter retirement
married

Gap year/career
break to travel

Redundancy from work Child gets married

Get engaged

Move in with partner Divorce/separate from long-term partner

MEAN MONTHLY CREDIT CARD SPEND
N
("
o

Move back into
parental home

I— Start university
5O -
0 e
16 18 20 22 24 26 28 30 32 34 36 38 40 42 44 46 48 50 52 54 56 58 60 62 64 66 68 70
mmm  Mean Income (ONS) MEDIAN AGE . Pay full credit card bill off monthly . Use credit fo live beyond means ' No over-index on paying or spending attitudes

22  Source:TGI2018 Q4 (July 2017 - June 2018) 23



“7]1 AGREE, | THINK WHAT YOU
LEARN AT SCHOOL IS DIFFERENT,
BECAUSE SOCIETY NOW IS
SO FAST CHANGING, WHAT I
LEARNT IN SCHOOL ISN’'T REALLY
RELEVANT TO THE WORLD THAT IT
IS TODAY, AND UNLESS YOU TAKE
A REALLY PROACTIVE STANCE,
HOW ARE YOU SUPPOSED TO
KNOW WHAT ALL THESE TERMS
ARE, AND WHAT ALL THESE
THINGS MEAN? SOMETIMES I DO
FEEL LEFT BEHIND A BIT.”

Female, 35-44

FINANCIAL LITERACY AND
DEBT

It is apparent that throughout our lives we are likely

fo be in some form of debt, whether it be student
debft, personal loans, credit cards, loans from

payday lenders or an overdraft, it's something the
clear majority of us will experience. Knowing how fo
manage debt and stay in confrol of personal finances
is thus an invaluable life lesson, however for many this
knowledge is lacking. A third of people we surveyed
said they had ‘little or no financial knowledge’, rising
to 50% amongst 25-34s. This raises the question of how
and where people can be educated on financial
literacy. It was clear in our qualitative research that
people feel practical financial skills should be taught
at school from an early age and that the current
education system is lacking when it comes to setting
up people to deal with financial difficulties later in life.

This knowledge gap begins even earlier in life, as
parents do little to pass on financial skills to their
children. We found that only half of parents say

they often talk casually with their children about
money, and just 21% take the time to have a serious
conversation with children about money. As people
go through life, how do they learn these important
financial lessons2 Our research shows us that by far the
most common method was to go online and do some
independent research, for example on comparison
websites or money saving websites. Some financial
decisions are even more likely to involve an online
search, such as insurance (81% of adults surveyed said
they tend to research insurance online and on money
comparison sites), savings accounts (60%), credit cards
(59%) and current accounts (54%). Even for larger
financial decisions such as mortgages, people’s first
port of callis online, with a third of people saying they
go online to research mortgages.

THE VIEW FROM THE MEDIA

"\vith official figures showing 1-in-3 Brits lack basic
financial literacy, there are growing calls for financial
education to be added fo the curriculum.

While this is a positive step, teachers are already
overloaded with a raft of added responsibilities from
managing pupils’ mental health to spotting signs of
abuse.

Passing the buck solely to schools isn’'t enough — we

all use money so it's a collective responsibility to

get educated. Financial savvy should begin at

home, carry on at school and be offered free in the
community to adults who feel their cash skills are
lacking. And every time you apply for a financial
product, firms should be obligated to provide a
dashboard showing EXACTLY how much it will cost you
and when you'll eventually pay it off.

A system like this would be on the money. Yes it will
cost —butit's a price worth paying for a country which
knows how to manage its cash.”

JANE HAMILTON
Sunemployment and Property Editor, The Sun
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WHAT THIS MEANS FOR
BRANDS

When it comes fo brands helping people navigate

this world and talking to their customers about the
things they care about, it is important o keep in mind
how people’s priorities change throughout their lives
and with this their shifting use of brands, products and
services. Brands should understand the role they play
in this contfext, offering value at the moments when
people are in market for a specific category and
ensure that they play arole in meeting those changing
needs.

In a fime of short-ferm gains, brands should ensure that
they are in the right place at the right fime, offering
long term value and helping fo educate consumers

in terms of good financial responsibility. Building a
programme of education to Brits during this time can
help to build presence and trust for financial services
brands from an early age.

Financial Services brands should also ensure that

they are offering the right services at the right times in
Briton’s financial lives. There are definite fimes when we
require different financial services throughout our lives
and brands need to be present with the right products
during these times.

27



FINANCIAL FUTURES PAYMENT METHODS USED LAST 6 MONTHS:

The last key focus for this research was what the Although cash is still king, looking at the chart below we can see that new payment technologies
financial future looked like for Brits. We examined the that aim to provide a frictionless experience are beginning fo break through, such as digital
future of money and technology, the rise of fintech wallets (19% have used in last six months).
challenger banks and our relationship with internet
banking. Finance
Gift package Voice
According to UK Finance, in 2017 debit cards overtook Debit Direct Credit cards or Digital (e.g. hire  recognition
] BUDGET MORE WITH ?osh. as The most popular form of poymem fqr the Cash card debit PayPal card vouchers Cheque  wallet purchase) payment
irst time in the UK. Consumers used their debit
CASH. YOU CAN SEE IT. cards 13.2bn times in 2017, while the number of cash
YOU CAN FEEL IT. YOU payments fell 15%. Contactless is on the rise, with 63%
CAN COUNT IT.” of people in the UK now using contactless payments,

however this doesn’'t mean it's the preference for all.
Our research shows that when it comes to payment
methods used in the last six months, cash is still
important for consumers and isn’t going away any
fime soon. Our qualitative research revealed that
many feel cash is useful for budgeting and take cash

“]"VE GOT A DIGITAL out to stop themselves overspending on their debit or
WALLET ON MY PHONE, credit card.

BUT | DON’'T REMEMBER

INSTALLING IT... | NEVER

THINK TO USE IT. IT

WOULD JUST BE A KIND

OF LAST RESORT.”

28 Source: OMD Future of Money : Q: Which of the below payment methods have you used in the last 6 months2 Base: All sample (1483) 29



“1 ALWAYS TRY TO USE
CASH. | TRY NOT TO USE
MY CARD, THINGS DON'T
ALWAYS GO OUT WHEN
YOU PAY FOR IT.”

Male, 35-44

“1 USE CREDIT CARDS

IF I’M NOT 100%

SURE. IT'S THE SAFEST
OPTION BECAUSE YOU'RE
ALWAYS COVERED. SAME
WITH PAYPAL.”

Female, 45-54

THE RIGHT PAYMENT METHOD
AT THE RIGHT TIME

In general, people are adept at using the appropriate
payment method as and when they are needed. It

is not a case of using whatever payment is at hand,
instead people evaluate them based on the occasions
they're needed for and who or what organisation

they are paying. For example, the preferred payment
method for booking a holiday is a credit card (76%),
the payment method for shopping between £30 and
£100is a debit card (66%) and for a charity donation
the preferred method is a direct debit (47%).

Whatever method used, a major priority for consumers
is that they are secure and convenient. These hygiene
factors are essential for finance brands to remain

a frusted provider and these fundamentals should
remain af the forefront of new developments.

=

CASH

Budgeting
Convenience
Under £30
Fast food
Charity

CREDIT CARD

Security
Rewards
Holidays
Over £100

Source: OMD Future of Money; Q: And what is your typical payment method for each of the below occasions? Base vary by payment method used: (223-1255)

Iz

PAYPAL

Over £100
Charity donation

DEBIT CARD

Budgeting
Convenience

Security

Under £30 (contactless)
Over £100

Fast food

Holidays
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“THERE WILL ALWAYS
BE PEOPLE WITH
DISABILITIES...
TECHNOLOGY AND
DYSLEXIA, MY MUM
HASN'T GOT A CLUE.”

Female, 34-45

INTEREST IN TECHNOLOGY

This bring us to consumer interest in new technology in
the finance sector. We asked people how interested
they would be in a range of new fintech solutions,
such as voice recognifion, Open Banking services,
payment via fitness trackers and other innovations.
Fingerprint authentication and digital wallet services,
such as ApplePay and Gpay, came out as the most
attractive offerings, with 59% currently using or having
interest in fingerprint services, and 41% for digital
wallet services. The main attraction to fingerprint or
biometric authentication is that is that it is quick and
easy to use (78% of users agree) and easy to sef up
(64% of users agree).

However, there are still some barriers that exist when
it comes to using this fechnology, the main being

a preference for password and pin use, and for a
quarter it is simply not having the right device to
support the fechnology. While these innovations
offer a lot of opportunities for people, it is important
to remember there are some groups who are not
served by such developments. As discovered from
our qualitative research, those who may be left in the
cold include the elderly, disabled people, people with
certain learning disabilities or those who simply are
not familiar with using such technology.

BARRIERS TO BIOMETRICS ADOPTION

35%

Prefer password / pin

18%

See no benefits

21%

Not safe enough

14%

Don’'t want fo share
sensitive data

25%

No device to support the
technology

20%
Think their bank doesn’t
offer it

15%

Don’'t know how it works

Source: OMD Future of Money. Q: Q31. You said earlier you haven't used voice and/or fingerprint authentication yet. Why is that2 Please select all that apply. Base: (1134)
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AWARENESS AND INTEREST IN OPEN BANKING:

Heard of
Got Used Never but have no
interest in already heard of interest in

Open banking still likely
to be met with caution

Similarly, Open Banking is met with a mixed reaction.
It is still a relatively unknown innovation amongst
consumers; a third have never heard of the concept
and 35% have heard of it but have no interest in it. One
of the main reasons for this caution is concern over
data privacy and security, as we found 54% of Brits
are slightly concerned about this, while 31% are very
concerned. Financial fraud is also a key concern for
people who are still exploring these new innovations
and offerings from banks, 52% of those surveyed said
they were slightly concerned about financial fraud,
27% are very concerned.

% CONCERNED:

Data privacy
and data Financial
security fraud

Lukewarm interest and
concern over data security

While frictionless tfechnology can offer multiple benefits 4
and financial fraud

for consumers, ultimately convenience and security
are the hygiene factors that are most important fo get
right (only 11% would be likely to switch bank accounts
for better mobile and internet banking). Brands should
seek fo understand the context in which payment
methods are used for a type of purchase, and develop
the most appropriate payment methods for this, whilst
also staying tuned to the concerns over financial
security fo put people at ease.

H Slightly concerned
B Very concerned

v, if any, have you... Base: (2762); Q Thinking about your current life situation
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CONCLUSION

So, what does this mean for brands and marketeers
navigating through this ever-changing economic
environment and increasingly uncertain outlook?2
Some categories can expect a mood of caution
amongst consumers as the uncertainty of Brexit plays
out, some will benefit from the boost of short-termism
and spending as a result of inferest rate cuts.

Whatever the category, product or service, there is a
role for brands to provide reassurance and guarantees
fo foster a sense of togetherness and trust. To help
bring this about brands should never stop trying to
understand the context that their consumers move in
and the worries and concerns that fluctuate during
each life stage. This involves targeting moments,
mindsefs and needs as well as key demographic
groups. Ultimately, this is about being as responsive
and agile as possible during a furbulent time for all.

BRANDS SHOULD BRANDS SHOULD:

PROVIDE:

 Reassurance and * Neverstop
guarantees understanding

e Togetherness and e Target moments,
rewards mindsets and needs

« Education and trust * Be responsive and agile
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Our The Future of Money study is extensive but
we've covered only a selection of our data and
insight in this white paper. We have a wealth of
knowledge and understanding, including brand

and category cuts of the data, and would be

delighted to discuss our findings with you.

If this is of interest, please contact either
sarah.gale@omd.com or sumran.kauvl@news.co.uk
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