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Anyone who has hosted a game night over video
chat or ordered groceries to be delivered at home
for the first time understands how profoundly

the COVID-19 crisis has changed our behavior as
consumers. But which of these changes will stick?
We see several that are key:

— Flighttoonline

— Shock to loyalty

— Need for hygiene transparency

— Backto basics and value

— Rise of the homebody economy

We've boiled down extensive McKinsey consumer

research into ten exhibits to illustrate the trends and
the consumer segments associated with each.

Exhibit 1

Flight to online

1. Digital shopping is here to stay

Physical distancing and stay-at-home orders

have forced whole consumer segments to shop
differently. A few months into COVID-19, consumer
shopping online has increased significantly across
many categories. Consumer intent to shop online
continues to increase, especially in essentials and
home-entertainment categories. More interestingly,
these habits seem like they’re going to stick as

US consumers report an intent to shop online

even after the COVID-19 crisis. Categories where
expected growth in online shoppers exceeds 35
percent include essentials such as over-the-counter
(OTC) medicine, groceries, household supplies,

and personal-care products. Even discretionary
categories such as skin care and makeup, apparel,
and jewelry and accessories show expected
customer growth of more than 15 percent.

More people expect to make a portion of their purchases online post-COVID-19 than before.

Consumers’ use of online channels before and expected use after COVID-1912

% of respondents purchasing online3

OTC medicine

Groceries

Household supplies
Personal-care products
Alcohol

Furnishings and appliances
Food takeout & delivery
Fitness and wellness
Vitamins/supplements
Non-food child products
Snacks

Jewelry

Apparel

Skin care and makeup
Accessories

Footwear

Tobacco

Books/magazines/newspapers

Consumer electronics
Entertainment at home
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% growth in customers
purchasing category online
+44%
+41%
+38%
+38%
+34%
+30%
+28%
+28%
+27%
+25%
+20%
+19%
+19%
+18%
+18%
+16%
+15%
+11%
+10%
+4%

'Q: Before the coronavirus (COVID-19) situation started, what proportion of your purchases in this category were online vs from a physical store/in person?

2Q: Once the coronavirus (COVID-19) situation has subsided, tell us what proportion of your purchases in this category you think will be online vs from a physical store/in person?
3Respondents who indicated that they have not bought the category online and do not intend to do so in the next 2 weeks are classified as not purchasing online.

Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 6/156-6/21/2020, n = 2,006, sampled and weighted to match the US general population 18+ years
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~15-30%
growth in consumers

who purchase online
for most categories



2. Millennials and high-income earners are in the lead when it comes to shopping online

While the shift to online shopping has been near universal across categories, high-income earners and
millennials are leading the way in shifting spend online across both essential and nonessential items. Gen X
has experienced a similar online shift, although not at the same scale as millennials. Gen Z has concentrated its
shift online in particular categories: apparel and footwear, at-home entertainment, and food takeout/delivery.

Exhibit 2
Online shopping intent for nonessential categories is strongest for millennials and high-income
earners.

Expected change in online shopping per category over the next 2 weeks!

Net intent?
Net intent2 I I I
<-20-20 10 1 10 20+
Net intent? GenZ Millennials Gen X Boomers $50K-$100K  >$100K
Essential Groceries ] o amee [ 9 N 0 | 14
Household supplies [ o m o 3§ < § < ¥ 6 N 9 | 14
Personal-care products ] NG . [ 6 | 12
Food takeout & delivery . 15 L 8 | [ 0 | 17
Snacks 3 N -8 | .8
OTC medicine 0 | [ 0 | -8 | ]
Vitamins/supplements [ 0o | o 5 o § | 6 16
Entertainment at home 16 26 26 20 e e 14 28
Books/magazines/newspapers [0 18 16 [ 9 | 13 25
Consumer electronics 12 -22 14
Tobacco 0 | RN -7 -16 28
Non-food child products ] N/AS 11 9 N/AS N/As [ 17
Skin care & makeup 0 | e A -10 14
Alcohol 8 |
Fitness & wellness ] I =0 [ 8 | 16
Non- Footwear 14 6 -19 [ 9 |
essential Apparel (| 26 8 I 16

'Q: And where do you expect you'll buy these categories? Tell us if you will shop in the following places more, about the same, or less in the next 2 weeks. Please note, if you don't buy in one of these places today
and won't in next 2 weeks, please select “N/A.” (Did not ask this question for categories not shown.)
?Net intent is calculated by subtracting the % of respondents stating they expect to decrease online shopping frequency from the % of respondents stating they expect to increase online shopping frequency.
*Generational data refers to the weighted average of McKinsey & Company COVID-19 US Consumer Pulse Survey 6/15—-6/21/2020, n = 2,006, and 6/1-6/7/2020, n = 1,966.
4Low sample (75-100).
®Insufficient sample (<75).
Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 6/15—-6/21/2020, n = 2,006, sampled and weighted to match the US general population 18+ years
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Shock to loyalty

3. Consumers are switching brands at unprecedented rates

The crisis has prompted a surge of new activities, with an astonishing 75 percent of US consumers trying
a new shopping behavior in response to economic pressures, store closings, and changing priorities. This
general change in behavior has also been reflected in a shattering of brand loyalties, with 36 percent

of consumers trying a new product brand and 25 percent incorporating a new private-label brand. Of
consumers who have tried different brands, 73 percent intend to continue to incorporate the new brands
into their routine. Gen Z and high earners are most prone to switching brands.

The beneficiaries of this shift include big, trusted brands, which are seeing 50 percent growth during the
crisis, and private labels, which have outpaced the retail market. Some 80 percent of customers who started
using a private brand during the pandemic indicate they intend to continue using it once the COVID-19 crisis
subsides.

Exhibit 3
Seventy-five percent of consumers have tried a new shopping behavior, and
most intend to continue it beyond the crisis.

Consumers who have tried a new shopping behavior since COVID-19 started'
% of respondents

Intent to
continue?
New shopping method? 73%
75(y Different brand 73%
(o)
Consumers who have [ Different retailer/store/website 79%
tried a new shopping
behavior Private label/store brand 80%
New digital shopping method 80%

'Q: Since the coronavirus (COVID-19) situation started (ie, in the past ~3 months), which of the following have you done? 25% consumers selected “none of
these.”

2Q: Which best describes whether or not you plan to continue with these shopping changes once the coronavirus (COVID-19) situation has subsided? Possible
answers: “will go back to what | did before coronavirus”; “will keep doing both this and what | did before coronavirus”; “will keep doing this and NOT go back to
what | did before coronavirus.”

3*New shopping method” includes curbside pickup and delivery apps.

Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 6/15-6/21/2020, n = 2,006, sampled and weighted to match the US general population
18+ years
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4. Brands need to ensure strong availability and also convey value
Shoppers have cited a number of reasons for switching brands, with availability (in-store and online),
convenience, and value leading the pack.

For marketers, this highlights the need to quickly become aware of when shoppers are migrating brands or
retailers and then to manage the logistics to ensure product and service availability. Looking at China, which

is further along in its recovery cycle than most countries, the increase in promotional activity to cater to
consumers’ focus on value in apparel is expected to continue.

Exhibit 4

Availability, convenience, and value are the strongest drivers of new brand purchases.

Reason for trying a new brand in the past 3 months!?
% of respondents selecting reason in top 3

Availability

Value

Purpose-driven

Products are in stock

N
(0¢]

Better prices/promotions
Better value
Better shipping/delivery cost

Larger package sizes

Better quality

Is natural/organic

To support local businesses

Company treats its employees well

'Q: You mentioned you tried a new/different brand than what you normally buy. What was the main reason that drove this decision? Select up to 3. “Brand”
includes different/new brand, private-label/store brand.
Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 6/156-6/21/2020, n = 2,006, sampled and weighted to match the US general population

18+ years

The great consumer shift: Ten charts that show how US shopping behavior is changing



Need for hygiene transparency

5. US consumers are changing how they shop in response to health and safety concerns

As Americans contemplate going back out to shop, hygiene and hygiene transparency have emerged
as important sources of concern. It is becoming increasingly important for stores and restaurants to
not only follow hygiene protocols (thorough cleaning and masks for consumers and employees are top
priorities) but also communicate effectively that they are following those procedures.

US consumers have already started to change their behavior in response to hygiene concerns.
Technologies that enhance hygiene, particularly contactless activities such as food and grocery
delivery and curbside pickup, are taking off. There is strong intent to continue contactless activities
across the United States. As an example, 79 percent of consumers intend to continue or increase
their usage of self-checkout in retail after COVID-19. Millennials and Gen Z are the widest adopters of
contactless activities.

Exhibit b
Americans have picked up low-touch activities, and some plan to continue
them after the crisis.

Engagement with low-touch activity since COVID-19 started? M Using more
% of respondents Bl Just started using
Intent to
continue?
Restaurant delivery 42%
] ’ Grocery delivery 49%
)
©—© Meal-kit delivery 53%
Quick-service restaurant drive-thru 56%
Self-checkout in store 79%
% Restaurant curbside pickup 39%
5o Buy online, pickup in store 60%
Store curbside pickup 47%

'Q: Have you used or done any of the following since the coronavirus or COVID-19 situation started? If yes, Q: Which best describes when you have done or
used each of these items? Possible answers: “just started using since COVID-19 started”; “using more since COVID-19 started”; “using about the same since
COVID-19 started”; “using less since COVID-19 started.”

2Q: Compared to now, will you do or use the following more, less, or not at all once the coronavirus (COVID-19) situation has subsided? Possible answers: “will
stop this”; "will reduce this”; “will keep doing what | am doing now”; “will increase this.” Intent to continue is % of respondents who chose “will keep doing what |
am doing now” and “will increase this.”

Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 6/15-6/21/2020, n = 2,006, sampled and weighted to match the US general population
18+ years
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Back to basics and value

6. Consumer shopping intent is focused on essentials
Around 40 percent of US consumers have reduced spending in general, and they expect to continue to cut
back on nonessentials specifically. This reality reflects profound discomfort about the state of the economy.

With overall consumer spending declining, intent to spend in essential categories is increasing. Even among
those with higher incomes, we see that while essentials show spending momentum, intent to buy discretionary
products still lags significantly. As the worst of the crisis abates, we do see online spending in nonessential
categories such as apparel and footwear starting to come back. This effect is strongest among high-income
earners, consumers in the Northeast, and Gen Z.

Exhibit 6
Spending intent for essentials, including groceries and snacks, is stronger
among higher-income consumers.

Expected spending per category over the next 2 weeks compared to usual
Net intent by annual household income

Net intent? I I -
<-256-20 10 1 10 20+

<$50K $50K-$100K >$100K
Essential Groceries 8 15 22
Household supplies NN mcaam
Personal-care products 6 | |
Takeout & delivery 6
: Snacks | 3 o N |
I Non-food child products N/A3 4
! Quick-service restaurant -25 -18 -16
| Restaurant
I Skin care & makeup [ 6 |
" Apparel -36 -7
Footwear -39 -30 -16
Furnishings &appliances
Non- Jewelry -46 -39
essential Accessories -39 -39 -23

Retailers will need to accelerate use of advanced analytics in assortment to anticipate changes in consumer trends.
CPG players will need to enhance speed to market/product development, with a focus on essential and value offerings.

'Q: Over the next 2 weeks, do you expect that you will spend more, about the same, or less money on these categories than usual?
2Net intent is calculated by subtracting the % of respondents who expect to decrease spending from the % of respondents who expect to increase spending.
3 Insufficient sample (<75).

Source: Weighted average of McKinsey & Company COVID-19 US Consumer Pulse Survey 6/156-6/21/2020, n = 2,006, and 6/1-6/7/2020, n = 1,966, sam-
pled and weighted to match the US general population 18+ years
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7. Consumers want value for their money—especially in essential categories

Tied to the concern about the state of the economy is an increasing consumer focus on value—
especially for essential categories. For example, in shampoo on Amazon, value and mass

products have experienced the greatest increase in share, at two and five percentage-point gains,
respectively. Premium shampoo products have seen significantly less growth in comparison, losing
more than five points of volume.

Exhibit 7

Specifically in shampoo, consumers are switching to value and mass options

online.

Change in share!

% total volume in units

% share
55
50
45
40

25
20

Premium

Mass

35
30

Value

Private label

:I/
0

—

Week
ending
Jan 11

Week
ending
May 10

Volume growth
relative to total mix2

0.5x

2.8x

3.7x

80.0x

Jan 2020 to present

Weighted average price per ounce across all tiers was $0.91 in January,
rising to $0.95 in May, for a 4% increase year to date3
Value experienced the greatest increase in price to drive this change.

'Calculated based on total ounces of shampoo sold per category, taking into account both pack size and container volume.
“Calculated as total ounces sold week ending 5/11/2020 compared to total ounces sold week ending 1/4/2020.
SCalculated as total price per ounce week ending 5/11/2020 compared to total price per ounce week ending 1/4/2020.
Source: Slackline, pulled 5/27/2020
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Rise of the homebody economy

8. Americans are changing how they spend their time at home

Americans are spending more of their at-home time on domestic activities, media, and news. Intent
to eat more at home post-COVID-19 has strengthened significantly over the past three months.
Usage of popular online entertainment platforms has skyrocketed. (The popular video game Fortnite
recently hosted a concert that was “attended” by 12.3 million users.") Investment in at-home fitness
through equipment purchases and online activity is growing. Consumers still expect to spend more
time on at-home activities, even in less-restricted regions.

" Andrew Webster, “More than 12 million people attended Travis Scott’s Fortnite concert,” The Verge, April 23,2020, theverge.com.

Exhibit 8
Americans are changing how they spend their time, dedicating more time to
domestic activities, media, and news.

Expected change to time allocation over the next 2 weeks!
% of respondents

W Decrease Stay the same [l Increase

Net intent?
Cooking 56 NGO [ 433
Home improvement 56 _ I +18
Movies or shows 57 S I
Exercising 59 Gt 2
Live news 58 e 1 +10
Video content 59 GEee 1 +10
Social media 58 G e 1 +9
Texting, chatting, messaging 68 _ 1 +15
Reading news online 60 D 1 +6
v 63 o 1 46
Working 62 s ! -4

'Q: Over the next 2 weeks, how much time do you expect to spend on these activities compared to how much time you normally spend on them? Figures may
not sum to 100%, because of rounding.

2Net intent is calculated by subtracting the % of respondents stating they expect to decrease time spent from the % of respondents stating they expect to
increase time spent.

Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 6/1-6/7/2020, n = 1,966, sampled and weighted to match the US general population 18+
years
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Exhibit 9

9. Americans are concerned about going back to regular activities outside the home
As economies reopen, 73 percent of consumers are still hesitant to resume regular activities
outside the home. They are concerned about going to a hair salon, gym, or restaurant, but are

especially worried about shared environments, such as public transportation, ride sharing, air travel,

and being in crowded spaces, such as attending large indoor or outdoor events.

More than three-quarters of consumers are waiting to see indicators beyond

lifting restrictions before restarting out-of-home activities.

Milestones for the US population not yet engaging with out-of-home activities!
% of respondents awaiting each milestone before engaging

Government lifts

restrictions

20

Government lifts restrictions and...

medical authorities deem them safe

73%

of people are

not currently GO\;e.rntr.nent Eftih stores, restaurants, and other indoor
restrictions + other ;
inai laces start taking safety measures
engaging in requirement P g y
out-of-home

activities

| see other people returning

Only once there’s a
vaccine or treatment

28%
19%

10%

'Q: Which best describes when you will regularly return to stores, restaurants, and other out-of-home activities? Chart rebased to exclude those already partici-
pating in these activities and those who do not deem any of these items important.
Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 6/15-6/21/2020, n = 2,006, sampled and weighted to match the US general population

18+ years
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Behaviors vary by consumer segment

10. ‘Great consumer shift’ trends vary by consumer segment

US consumer-segment behavior varies significantly across the next-normal trends. We have
identified five customer segments driven by optimism, health, and financial concerns, each of
relatively similar size. These five segments exhibit the consumer trends to a different degree and
have the following characteristics:

Affluent and unaffected: These consumers express general optimism about the future (~20 percent
higher than the overall US consumer population), skew male (60 percent), and make more than
$100,000 a year. They tend to be able to stay at home during the pandemic crisis, allowing them

to shop more online. This group is slightly less price sensitive than other cohorts due to greater job
stability.

Uprooted and underemployed: These consumers are feeling major impact on both their finances and
health due to job insecurity. They are cautious about how they spend money, with low optimism about
future economic conditions. Not surprisingly, this group is trading down to essentials and value,
swapping out brands, and shopping online when possible.

Financially secure but anxious: This population is largely 65 years old or older and is generally
pessimistic about economic conditions after COVID-19, which has had a major impact on their habits.
This group has expressed the greatest need for hygiene transparency, with above-average concerns
on safety and well-being and concerns about the ability to get necessary supplies.

Out trying to make ends meet: These consumers are being cautious about how they spend money
and feel that their jobs and job security have been heavily impacted by COVID-19. This group has
significant representation from minority groups and rural populations. They are less likely to be able
to stay at home (hence their lower likelihood to be part of the homebody economy), but they are
strongly moving toward shopping for essentials and value.

Disconnected and retired: This category denotes those who are retired, over 65, and have a

lower income level than the financially-secure-but-anxious segment. They are broadly optimistic
about economic conditions after COVID-19 and are less likely to display any of the next-normal
characteristics. Predominantly from Southern and suburban areas of the country, this group has not
exhibited significant changes in shopping behavior.
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Exhibit 10
Trend adoption varies by segment, with disconnected retirees showing the
lowest levels of adoption across all trends.

Consumer segments by level of applicability of future consumerism trends

Degree of applicability IR

Lower Higher
Segment Affluent and Uprooted and Financially secure  Out trying to Disconnected
unaffected  underemployed but anxious make ends meet retirees
22% 19% 20% 18% 21%

ollo Flight to online

Shock to loyalty

N
) Need for hygeine
transparency
Return to
essentials & value
/\ Rise of the
homebody

@ economy

Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 5/4-5/10, n =1,993; 4/27-5/3/2020, n= 2,105; 4/20-4/26/2020, n = 1,052;

4/13-4/19/2020, n =1,062; 4/6-4/12/2020, n =1,063; 3/30-4/5/2020, n =1,484; 3/23-3/29/2020, n = 1,119; 3/20-3/22/2020, n = 1,073;
3/16-3/17/2020, n =1,042; sampled and weighted to match US general population 18+ years
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As retailers contemplate the changes in consumer behavior, they will need to adjust their strategies
and execution to adapt to the new norms, including:

— Adjusting mix and spend to where the consumer is now (go digital, ensure full coverage of
bottom-funnel marketing and demand capture, think region-by-region)

— Revamping messaging and creative to be in sync with the times, particularly in terms of hygiene
and value

— Ensuring the end-to-end journey meets the new hygiene and at-home needs

— Managing corporate social-responsibility efforts to build brand strength authentically

— Refocusing on online and pickup solutions and rebuilding real-time measurement plans, as
traditional media-mix models won’t suffice

Further, it will be important for brands to reevaluate and reprioritize their target audience and

consumer segments, as the emphasis on each of the next-normal trends will vary based on the
target consumer.

Tamara Charm is a senior expert in McKinsey’s Boston office, where Jamie Wilkie is a partner; Becca Coggins is a
senior partner in the Chicago office; and Kelsey Robinson is a partner in the San Francisco office.
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