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Introduction

Unless you're living under a rock, you’ll
have heard about, and will be feeling the
effect of, the cost of living crisis.

Whether it’'s at the petrol pump or the
checkout, rising prices are squeezing millions
of households.

This isn’t normal.

When it comes to economic issues such as
inflation, it’s usually something we all hear
about in the press, but just notice in passing.

This time it’s different: it’s not only the
people already struggling to get by who are
feeling the pinch - it’s all of us. The only ones
ticking along unscathed are the lucky

Mouthy Money is delighted to be partnering
with MRM on this research, which shines

a light on the extensive effects of high
inflation on household budgets.

What we’ve found is a large proportion
of households cutting costs while others,
worryingly, are drawing down savings to
make ends meet.

Many of the survey respondents are hoping
for pay increases to offset rising costs, but
with inflation riding high, workers are going
to need substantial rises to keep pace.

For financial firms the message should be
clear - treat your customers fairly and help
them if they get into difficulty.
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few who are high earners with savings to fall
back on.

So how is inflation affecting us exactly? And
what does it mean for saving, spending
and investing?

We spoke to 2,000 UK adults - ranging in
age from 18 to 65+ - to find out.

Chris Tuite,
Head of Consumer Finance,
MRM

For households - keep doing what you're
doing and don’t let your money get away
from you.

The temptation in modern TikTok vernacular
to "YOLO”* away your money is a recipe for
disaster. Instead, make your money work
harder and smarter, anything is possible even
in current circumstances.

Edmund Greaves,
co-editor, Mouthy Money

*YOLO - you only live once



The cost of living is
becoming uncomfortable

Many people are finding it harder to get by. According to our survey, more
than a third of people (37%) have ‘just enough’ money left over after
paying for essentials to provide for themselves and their families.

This is concerning, as any further rise in costs could push people in this situation into
poverty. We're already hearing about cases of people having to choose between heating and
eating. The statistics show this with 15% of our respondents already saying they don’t have
any money left to provide for their families after paying essential bills.

Unsurprisingly, this is causing a lot of anxiety. More than six in 10 Brits (62%) are worried
about their ability to provide for themselves and their families because of rising living costs.

In general, how would you describe the To what extent do you agree / disagree
discretionary income you have to provide with the following statement? | am worried
for yourself / your family? about being able to provide for myself / my

family because of rising living costs

11.9% 15.0%

O | don’t have any O | have more than o Strongly agree O Somewhat disagree
money left after enough money left
paying for essentials after paying for O somewhat agree QO strongly disagree
0 i ust h essentials
ave just enoug )
money left after O other O Neither agree / nor

paying for essentials disagree

O | have enough
money left after
paying for essentials

*figures under 4% are not included in the chart
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It's not just about spending, either. It's about earning. More than half (52%) of our survey
respondents say that their discretionary income - the amount they have left to spend after paying
for bills and essential items - has reduced in the last six months, with one in five (20%) saying it has
fallen significantly. Nearly three-quarters (72%) blame this on higher prices.

With wages falling in real terms, and prices of essentials continuing to soar, it can be hard for
people to keep up. As all their earnings are already accounted for, nearly six in 10 (58%) people are
worried about how they would cope with a large, unexpected bill.

So, how are people dealing with this? By trying not to spend as much, naturally.

In general, how has your level of
discretionary income changed over the
past six months? (i.e. The money you have
left each month after paying for essentials,
including your mortgage or rent, household
bills, food, travel and / or fuel costs)

To what extent do you agree / disagree
with the following statement? | am
worried about how | would cope with

a large, unexpected bill, for example if
the car or washing machine broke

O Reduced significantly O Increased slightly
O Reduced slightly O Increased significantly

O Stayed about the same

*figures under 4% are not included in the chart
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O Somewhat disagree

Strongly agree

Somewhat agree O Strongly disagree

00O

Neither agree / nor
disagree



Nearly a quarter (23%) of people say that reducing their outgoings is their main financial priority
right now. And people are putting their money where their mouth is - or not, as the case may be.

Over the past six months:

44% have chosen to shop in cheaper stores

41% have switched to supermarket own-brand products
39% have eaten out less

34% have taken fewer trips in the car

30% have reduced their leisure spending

17% have used their white goods less

Have you taken any of the following measures to reduce your outgoings in the last six months to
help cope with rising living costs?
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*figures under 1% are not included in the chart.

It will be interesting to see the knock-on effects for the hospitality, leisure and retail industries.
As people spend less, it could mean more closures and job losses - and an overall negative effect
on the economy.
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Looking at alternative
income streams

People aren’t just spending less to deal with the effects of inflation. Some
are also taking more drastic measures.

One in five (20%) respondents have sold some of their belongings during the past 12
months to help meet the rising cost of living. And there’s no need for people to heave their
old games consoles to the pawn shop, either. With sites like Depop, eBay and Facebook
Marketplace making it easier to shift unwanted items, it’s a handy way to get fast cash
without leaving home.

Another way people are coping is by dipping into their ‘rainy day’ funds. Just under one in
five (18%) have recently drawn money from savings and investments. Some people (14.5%)
are picking up extra hours at work to give their take-home pay a boost.

Have you taken any of the following measures to boost your income in the last six months
to help cope with rising living costs?
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*figures under 2% are not included in the chart.
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Thankfully, it's not all doom and gloom. Nearly three in 10 (29%) of Brits are expecting their income
to increase over the next 12 months. Of those, nearly half (48%) are expecting this to come from a

pay rise. A quarter (25%) are expecting it to come from bonuses, with the same number hoping to
make more money by working overtime.

Which of the following sources do you expect will provide the increase in your income?
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However, it’s worth noting the discrepancy between pay and bonuses for private and public sector

workers in the UK. According to the Office for National Statistics, private sector workers saw wages
grow by 8% between February and April 2022, while public sector workers received an average rise
of 1.5%. With pay failing to keep up with inflation, this gap is likely to become more problematic.
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https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/averageweeklyearningsingreatbritain/june2022

Savings are a priority, however
putting money away is difficult

Savings are getting many people through this crisis, but as people are
spending more on essentials, they have less opportunity to put cash away
for the future.

A third (33.5%) of UK adults have reduced - or stopped - paying into their savings and
investments due to rising living costs. There’s already a massive savings gap, with the
majority of Brits not saving nearly enough for their futures. Deloitte estimates this gap is
likely to reach £350 billion by 2050. This setback is likely to make things worse.

Despite this, nearly one in five (19%) say that building up a savings buffer is their main
financial priority. This shows that people are still thinking about the long-term.

Which of the following would you consider to be your main financial priority?

O Reducing your o Saving for a specific
outgoings goal (e.g. house deposit,
wedding or holiday)
O Building up a
savings buffer (e.g. O Saving for children
for a rainy day or and / or grandchildren
unexpected bill)

None of the above
o Paying down existing
debts

O Saving for retirement
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https://www2.deloitte.com/uk/en/pages/press-releases/articles/uk-savings-gap-to-reach-350b-by-2050.html

On a more down-to-earth note, nearly one in three (31%) respondents expect the value of their
regular savings and investments to reduce over the next 12 months. However, roughly one in five
(22%) are feeling optimistic and believe that the value will increase.

How do you expect the value of your regular savings and investments will change over the next
12 months due to the rising cost of living?

Increase significantly

Increase slightly

Reduce slightly
Reduce significantly

| do not save money regularly

(o)
o)
QO stay about the same
@)
o)
(o)

Over half of those surveyed (54.5%) want to make sure they can secure above-inflation returns for
their savings and investments. This level of awareness should be a call to providers of such financial
products to ensure they’re communicating this message effectively.
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Young people are excited about
cryptocurrency investment

10

Onto the current financial wunderkind - crypto. While the market is known
for its volatility, it can also offer ambitious returns for those who know
what they’re doing.

Unsurprisingly, these blockchain-based currencies are especially popular with younger
people. 13.5% of 18-24-year olds are investing in crypto, more than double the UK average
of 6%.

A third (33%) of these young investors said that they use a crypto exchange (e.g. Coinbase,
Crypto.com or Binance) as their main investment platform. Despite the unpredictability of
crypto, half (50%) of this age group feel positive about it as an investment opportunity.
Older generations are more sceptical however, with just 2% of over 65s having faith in it.

Which of the following best describes the type of platform you use to manage
your investments?
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Overall, around one in 10 (11%) respondents plan on investing in crypto during the next 12
months. This figure rises to just over one in four (28%) among the 18-24 age group. With the
market currently taking a downward dive, those who are considering dabbling may want to
look deeper into the risks and rewards and decide if now is the optimal time to begin.
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Consumer money sites are the
main source for financial advice

So, where are people going for information during this tough time?
Consumer money sites, such as MoneySavingExpert, are the most popular.

Nearly two-fifths (38%) of respondents are turning to places such as this for advice on

managing their finances. It's interesting to note, however, that younger people (aged 18-34)
are more likely to go to family and friends and social media for tips.

Which of the following sources do you go to for information and / or advice on managing
your money?
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Which of the following is your primary source of news content?

O v O Twitter

O Online news sites O Instagram

O Radio O Tiktok

0 Newspapers O Other

O Facebook *figures under 4% are not included in the chart.

As for news, most people are still sitting down in front of the TV to get updates on the world at
large. Over four in 10 (45%) of our respondents said that television is their primary news source.

Again, younger people are bucking the trend. They tend to get most of their news from social
media channels.

To find out more about young people and their money habits take a look at our recent Young
Money Report

The most popular news sources for 18-24 year olds are:

Instagram (preferred by 14%)
"I TikTok (preferred by 10%)
" Twitter (preferred by 9%)

While social platforms are a useful communication tool, we know that taking online news as
gospel can be dangerous. Social networks are notoriously hard to regulate. As well as unethical
advertisements, the platforms are also dominated by powerful influencers.

While some do know what they’re talking about, others have no practical experience or
gualifications. Because they make a living through lucrative sponsorship deals, they aren’t
necessarily the best people to look to for unbiased information.
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https://www.mrm-london.com/wp-content/uploads/2022/04/mrm-young-money-report-28-april-2022.pdf
https://www.mrm-london.com/wp-content/uploads/2022/04/mrm-young-money-report-28-april-2022.pdf

Conclusion:
it’s important to stay positive

13

All in all, this data makes for pretty bleak reading. However, it’s important
to remember that these events don’t go on forever.

Providers need to bear in mind that while people are struggling to get by after paying their
bills, the desire to save is still there. Appealing to people’s desire to save more with less, by
highlighting products with above-inflation returns, could be the way forward.

Times have generally been good in recent years, and many people haven’'t experienced
anything like this before. The current shift is obviously a huge shock to the system. It will be
interesting to see how the market responds.

If you would like to discuss this report, or any of the information within, don’t
hesitate to get in touch with Chris Tuite, Head of Consumer Finance at MRM
on chris.tuite@mrm-london.com, or Rebecca Christensen, Group Head

of Marketing at MRM on rebecca.christensen@mrm-london.com.

The Money Matters Index is based on research carried out by 3Gem among 2,000 UK adults aged 18+ in 10-15 March 2022.

About MRM

MRM is an integrated communications and reputation management consultancy specialising in the financial services and professional services sectors.
Combining expertise from across the core disciplines of Corporate & Consumer PR, Social & Digital Media, News & Content and Public & Regulatory Affairs,
the team specialises in helping clients tell their stories more effectively to more of the people that matter. MRM is part of MRM Group, an independently
owned media services business, which also includes Capital City Media, a full-service media planning and buying agency with sector leading expertise and
insight into UK, European and worldwide B2C and B2B paid media, and content consultancy Mouthy Media and its finance blogzine Mouthy Money. For
more information visit www.mrm-london.com

About Mouthy Money

Mouthy Money is @ money blog with a beating heart and a big mouth. It is built on real people talking simultaneously about real dreams, successes

and failures through the lens of personal finance. Mouthy Money takes a range of contributions from around the UK money blogosphere and is led by
experienced personal finance journalists and co-editors Edmund Greaves and Paul Thomas, Mouthy Money seeks to tell money stories in a way that breaks
the mould of traditional personal finance, while also providing essential information to help readers with their personal finances. For more information visit
www.mouthymoney.co.uk
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