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From slowdown to stabilization:
global retail trends in Consumer
Technology and Durables

This year marks a turning point for Consumer Technology
and Durables.

Following the pandemic boom of 2020 and 2021, in which the sector saw record sales as consumers
worked, cooked and sought entertainment at home, the tech industry has faced a raft of challenges.

Global deceleration continued throughout 2022

Cumulated global Consumer Technology and Durables market value growth, year on year
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From slowdown to stabilization: setting the stage for Consumer Technology and Durables in 2023

There are various factors that have influenced
consumer confidence and willingness to spend,
including:

e Rising cost of food, energy and fuel - sparking a
cost of living crisis

e The ongoing war in Ukraine

e Real income stagnation

Coupled with saturation in parts of the Consumer
Technology and Durables sector, with many
consumers having moved purchases forward
during the pandemic, prospects for growth in the
coming 12 months are proving an uphill climb for
manufacturers and retailers.

However, there are early indicators of a positive
change on the horizon, with some regions benefiting
from a gradual stabilization in consumer prices and a
minor easing of inflationary pressures in December
2022.

8.4%

Global Consumer Technology and
Durables sales value growth rate
in 2022 compared with 2021

Source: GfK Market Intelligence: Sales Tracking; international
coverage (excluding North America); USD non-subsidized prices

0.4*

Forecast global Consumer
Technology and Durables sales
value growth rate in 2023
compared with 2022

Source: GfK Market Intelligence; international coverage
(including North America); USD non-subsidized prices; forecast
at February 22, 2023 assuming stable USD exchange rate
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From slowdown to stabilization: setting the stage for Consumer Technology and Durables in 2023

This has led to differing economic forecasts for
2023, depending on the region. For Europe, 100%
of chief economists still predict weak economic
growth, while 91% do so for the United States. That
contrasts sharply with South Asia, where only 15%
of economists predict weak growth, and Middle East
and North Africa, where 30% do so.!

There is also a knock-on impact on consumer
confidence in those regions seeing greater
stabilization, such as India.

Though challenges remain, the technology industry
could see the market shift slowly from deceleration
to stabilization in the coming months.

For both manufacturers and retailers that sets

up brand new opportunities to seize in 2023.
Carving out creative ways to leverage promotions
and communications, address inventory backlogs
and market products can put them on the right
trajectory.

This white paper will explore how to leverage each
one of these opportunities, looking at

e  Making the most of a shift from deceleration to
stabilization

e Proactive planning for rising relevance of
promotions

e Rethinking premiumization

e Creating needs-based innovation

e Pairing sustainability with value-led
propositions for consumers

e Targeting emerging markets with high growth
potential

1 World Economic Forum Chief Economist Survey 2023

Consumer confidence in India
increased to

83 . 5p0ints

in November 2022
from

80.6p0ints

in September 2022

Source: Reserve Bank of India Consumer Confidence Survey
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Carving solutions from setbacks:
how retailers can leverage a
global shift toward stabilization

Though market conditions are showing signs of stabilization in 2023,
Consumer Technology and Durables retailers will need to work harder to

secure growth in the year ahead.

Here are key areas where business decision-makers face challenges and

how they can carve out opportunities.

Seize opportunities amid market
stabilization by optimizing value

Slow shift to market stabilization

For online retailers, the impact of the 2022
Consumer Technology and Durables market
slowdown has been further exacerbated by a shift

in shopping trends and behaviors post-pandemic.
Following a boom in ecommerce during Covid-19,
consumers have returned to physical stores at a
greater rate than expected with some demographics,

Sales value USD, January to December 2022 compared with 2021

-9%
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-13% -13%
Western Europe Developed Asia
-12%
China
+10%

Emerging Asia

-0.4%

Latin America

+0.7%

Middle East and Africa

Source: GFK Market Intelligence: Sales Tracking
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particularly younger consumers, regarding in-person
shopping as a valued entertainment experience.

For both online and offline retailers, a global trend
toward direct sales by Consumer Technology and
Durables brands is creating additional challenges.

By utilizing social media, many brands are developing
flourishing direct-to-consumer channels that

can diminish retailers’
negotiating power on price
and erode margins.

Given these multifaceted
retail trends, it's
unsurprising that the extent
of this slowdown in sales
has varied considerably by
region.

A slow global shift to
stabilization, though,
signals the ideal
opportunity for business
decision-makers to harness
retail insights and seek new
opportunities to recover
growth in the coming year
and beyond.



Carving solutions from setbacks: how retailers can leverage a global shift toward stabilizationshift toward stabilization

Get to grips with changing consumer sentiment to deliver value

Amid this still challenging economic climate, many consumers are seeking value-led

propositions from retailers in Consumer Technology and Durables.

Consumers of all generations are spending less, presenting a challenge to retailers

Percentage who did the following in the past 12 months
Total Gen Z

Spent less for everyday
necessities because of

Millennial

Gen X Boomer

rising prices
Postponed a purchase until ; a5 . ¥ 48% 5% A% 43%
the product was on - - .
sale/special offer )
l i | 1 I
SVEETeE fom 35% 4% 39 32+ 33+
name brands to less
expensive brands
| | | | |
} 1 t T I
SO ot 27 30% 31 245 21%
second-hand instead
of new
Sauree: GIK Consumer Life Glabal 2022 and GfK Consumer Life Shoppers of the Warld January
To adapt to this retail trend, it’s critical that " s
businesses first utilize data to get to grips with = LI N L
evolving consumer behaviors. . e e e e e e
« . . . | ] | ] | ] | ] | ] | ] | ] | ]
In a world that is rapidly changing, we cannot
rely any longer only on sensations and visions,’ " oromomom B
says Stefano Polla, Commercial Director at . s s s = = o= o=
. « ..
Euronics Italy. “Each decision should be based . e e e e
and supported by concreteness, and only facts
. . » [ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ]
and numbers can give us evidence.
| ] | ] | ] | ] | ] | ] | ] | ]
Rather than assuming a one-size-fits-all . = = = = = = o
approach, break consumer segments down
. . | ] | ] | ] | ] | ] | ] | ] | ]
by age, income and geography to build up
. | ] | ] | ] | ] | ] | ] | ] | ]
a nuanced picture of what value means to
| ] | ] | ] | ] | ] | ] | ] | ]

different demographics.
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Carving solutions from setbacks: how retailers can leverage a global shift toward stabilizationshift toward stabilization

High and low income consumers alike are trying to save money

Percentage who did the following in the past 12 months

Low income Medium-low income

Spent less for everyday
necessities because of
rising prices

Medium-high High income
incdme

Postponed a purchase until 4%
the preduct was on
sale/special offer

Switched from 34
name brands to less
expensive brands

35%

3 34

Bought something 7%
second-hand instead
of new

26%

Source: GIK Consumer Life Global 2022 and GfK Consumer Life Shoppers of the Warld January

29% 28%

Armed with this retail insight, teams may re-evaluate their geographical focus, exploring the potential in untapped

emerging markets.

They may also wish to revisit their product mix
with the aim to balance assortments, which
can help ease inventory backlogs by utilizing a
diverse range of products. This approach can
also optimize margins using selected premium
tier products, while ensuring traction with
consumers who are less able to splash out by
incorporating the right low-tier and mid- tier
options.

Ensure maximum value from store space too,

by showcasing brands rather than an entire
range. To mitigate less inventory, utilize kiosks
creatively to showcase additional products or
stock related models and explain key differences
clearly. Then offer quick delivery options on
those models not held in store, so consumers
can test at home.

Millennials and higher earners are
the most likely to put off purchases
and trade down from name brands

Source: GfK Consumer Life Global 2022

51*

of consumers in the Middle East
and North Africa in 2021 were
confident about their financial
status in the coming year compared
to 34% globally

Source: GfK Consumer Life 2021
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Carving solutions from setbacks: how retailers can leverage a global shift toward stabilizationshift toward stabilization

There are also a number of ways retailers could combat the threat from brands selling direct to consumers:

e e e e a e Stock lesser-known low-tier and mid-tier brand which provides greater
negotiating power to protect margins while providing a similar selection for

T consumers.

= omoomn e Consider developing private-label ranges that enable retailers to leverage their

N L volumes and brand trust to quickly capture interest, while using insight from other

brands’ performance to tailor their strategy. This trend is already proving popular
across retailers in Latin America and Asia-Pacific.

o T e Offer additional services, such as logistics or media, to those brands with a direct-

=m0 to-consumer model so as not to lose their brand assortment entirely.

e ... Aside from product, retailers can also review payment options to bolster their value-
led proposition. This may include offering payment installment options or interest-free

e T credit, with “buy now, pay later” services already taken advantage of by one in five

=== global consumers.? For purchases in Q4 2022, 19% of consumers said the availability

s s s = o= of financing options was a purchase driver, a figure that rises significantly for certain

categories, such as laptops at 32%.°

Optimize promotions with deals
that protect margins

Managing promotions amid rising costs

This ongoing pressure on household budgets in many consumer electronics retailer, strong turnover in
regions means consumers are likely to postpone 2022 was undermined by margins that had fallen
purchases until major promotional events in 2023 below 1%, partly as a result of these market

to take advantage of discounts, particularly as prices conditions.

remain higher on average compared to pre-pandemic.

The extent of this varies by region. In China, an uplift o/
in promotional activity is expected to be particularly 0
strong given growing domestic demand following an

end to pandemic restrictions.

For retailers where there is an intensification of

p'rorT]otion:'aI activity, this trend not o'nly requir.es. of overall sales value for 2022
significant investment and pre-planning to optimize .

promotional events, but it can also further erode was from JUSt ﬁve sales events:
margins. Black Friday, 11/11, Mother’s Day,

This can be particularly challenging given rising fixed Christmas and New Year

costs for rent, energy and wages. For one multinational Source: GfK Market Intelligence: Sales Tracking
2 GfK Consumer Life Shoppers of the World 2023
3 gfknewron Consumer Intelligence
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Carving solutions from setbacks: how retailers can leverage a global shift toward stabilizationshift toward stabilization

Optimize promotions and protect the bottom line

There are ways, though, in which retailers can minimize the impact of increased promotional activity on margins and
optimize sales uplift by tapping into retail insights.

e e e e m e Move away from loss-leaders and focus on more meaningful promotions that
oL minimize loss of margin, by balancing promoted items to target both ends of the
consumer spectrum.

e Adapt to changing retail trends in purchasing behaviors across low and medium-
T earners with affordable options, while also encouraging those consumers less
financially impacted to use promotional events to upgrade, offering smaller

discounts on premium tier products.
T e Remember that promotions don’t always require straight discounts. Value can
= omom also be offered by offering consumers bundles or value packs that group together
s s m m o= a main device along with related accessories for a lower price than if they had
e ... been sold separately.

Expand innovation strategies to meet
consumer needs

Lack of appetite for incremental changes

Despite strong economic headwinds shaping consumer Incremental improvements, such as tweaks to screen
behavior, innovation will remain a key global trend in resolution or storage capacity, won't be enough to
retail and driver of growth in 2023 and beyond. encourage many consumers to splash out. This creates

a challenge for retailers to identify and offer bold and
However, retailers should expect a higher bar. Across meaningful product innovation in stores.

many categories within Consumer Technology and
Durables, high rates of purchases made during the
pandemic has led to a level of saturation and therefore a
high threshold for innovation compelling enough to cut
through.

Match innovation to consumer insight

To achieve this, businesses need to make decisions based on the latest retail insights, adapting product
assortments to include innovation that taps into current consumer needs.

This may mean expanding into product areas historically out of scope, such as DIY, power tools or e-mobility
devices. Or proactively seeking out emerging trends, for example air fryers have seen sales climb by 57% in
2022 and are now widely available, as a result of retailers building on fast-growing consumer appetites.

IN

GfK Market Intelligence: Sales Tracking
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Carving solutions from setbacks: how retailers can leverage a global shift toward stabilizationshift toward stabilization

Innovation goes beyond products

Consider offering additional services, such as installation ~ Online retailers can also explore this option, opening

support, as a way to upsell. Margins that can be pop-ups or single flagship outlets to create the same

generated from ongoing service agreements often customer experience, while transactions remain online.

outstrip those of the original product itself, creating a

highly profitable solution for retailers. For all retailers, omnichannel customer journeys remain
a key trend and so ensuring store-led innovation merges

Focus on the in-store customer experience too. This is the online and the offline is critical.

an element of the shopping journey increasingly prized
by consumers.

“The purpose of the store has changed. Retailers don’t need to
carry full ranges in store anymore, their role is about brand and
experience. These are touchpoints that, unlike products, cannot
purely be fulfilled online. Stores are becoming more ‘social’, with
different space utilization as a result: immersive areas, support and
repair desks, community spaces and other leisure-related uses.”

Michael McLaughlin,
Vice President of Retail

The in-store experience beats online shopping for touchable products and knowledgeable staff

Consumers’ reasons for choosing an online or offline retailer

Online ,,/f’ S Offline
exclusive ke exclusive
Pricesand
~ promotions o
Firey avallahllit\f Can touch
delivery L
Convenience
1‘ - e
.
: Ease of finding . 20%
23+ products ."(__ N
Fnee ' Knowledgeable
delivery add
Range of
products
Fd
Both online
and offline

Source: gtknewron Consumer (2 2022; countries: DE,FR, GB, IT, E5, PL, RLL CN, JF, IN, BR
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Carving solutions from setbacks: how retailers can leverage a global shift toward stabilizationshift toward stabilization

Champion sustainability to gain a

competitive edge

Sustainability hasn’t wavered
despite a tough economic climate
Though consumers are cutting back amid

financial pressures, their purchase behavior
remains shaped by environmental concerns.

Sustainability has become a badge of honor for consumers

45%

of global consumers take
environmental protection into
account in purchase decisions all or
most of the time

Source: GfK Consumer Life Global 2022

Percentage of global consumers in 2011 vs. 2022

Consumers who see sustainability

Consumers who are skeptical and cynical about

as a status symbol issues like sustainability and climate change
2011 —| 25% 2011 — 2%
2022 — 49% 2022 —| 13%

Source: GFK Consumer Lite Global 2022 and 2011

Retailers in Consumer Technology and Durables face an
uphill battle in achieving consumer trust on the issue,
though.

Only one in ten brands are considered eco-friendly,
with younger generations in particular skeptical of
green claims. Even where sustainable features make a
meaningful impact, it can be difficult to communicate
this in a clear and accessible way for consumers, both in
an online and offline environment.

In addition, retailers generate a large proportion of
WEEE (waste electrical and electronic equipment) and
are held responsible for addressing this across the life
cycle of a product, including maintenance, repair and
disposal.

Compounding this is the lack of a universal standard

or “sustainability scale” by which retailers can measure
their progress. This exacerbates existing skepticism
around their claims and makes it more difficult for those
retailers taking meaningful action to share progress.
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Carving solutions from setbacks: how retailers can leverage a global shift toward stabilizationshift toward stabilization

Secure brand trust by building engagement
across product life cycles

Although it creates challenges, consumer interest in sustainable products and brands also creates
opportunities for retailers to seek out new avenues for growth. Global demand for refurbished and
secondhand products is a retail trend they could leverage, for example. This is reflected across all regions.

Refurbished and used mobile phones S
market was valued at around $53.2bn ot
in 2021 and is expected to reach
$146.4bn by 2030 e

It's also important that retailers work to combat skepticism on their commitment to tackling environmental impact.
There are a number of ways retailers might do this:

e Engage with consumers across the life cycle of a product to nudge sustainable behaviors, such as offering
support on repairs rather than selling a replacement.

e Consider selling spare parts or recommend accessories that can upgrade customer experience without requiring
a new device.

e Offer additional services that ensure safe disposal and/or recycling.

Online retailers should ensure this extends to packaging and delivery. For example, avoid splitting an order for
multiple products into separate deliveries and explain the carbon-footprint benefits for consumers.

For physical retailers meanwhile, invest in training for staff so they can better communicate the eco-credentials of
products and their benefits to customers on the shopfloor, and in doing so encourage those who may have been
unconvinced to pay more for a more sustainable performance.

Couple this with easy-to-understand product labels that work to highlight green features and how these benefit both

the planet and consumers. For example low energy consumption, which reduces environmental impact as well as
household bills.
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Carving solutions from setbacks: how retailers can leverage a global shift toward stabilizationshift toward stabilization

oo Seizing solutions in a

challenging climate
= = = = = = = = = = = = = &= There is no doubt that retailers in Consumer
L, Technology and Durables are facing a period of
significant challenges. Nevertheless, there are
e s s m om0 numerous opportunities to seize growth where
= = = = & = & = & = = = = = retailers are willing to leverage data-driven decisions
e e e e e e e e e e e e and create insight-led strategies.
. With its wide range of product solutions, GfK
Lo s s s BB B BB is uniquely positioned to support retailers and
" = = = = = = = = = = = = =& manufacturers on this journey.
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Find out how your insights
can be powered by our products

newron Market Know your market so you can win it.

Plan ahead with a full picture of what sold where and when.
gfknewron Market enables you to stay ahead of markets and
competitors, identify growth opportunities, and address issues
quickly with your point of sales data in all depths and breadths.

newron Consumer Know your consumers so you can seize the moment.

The world doesn't stand still. It is changing fast. And you need to
keep up by understanding your consumers’ ever changing needs.
Know who they are, what they like, what they buy, which brands
they love, how much they spend, and where they spend it.

newron Predict Predict what’s coming so you can shape it.
Al-powered market, brand and consumer intelligence and
recommendations that put you in front of the rest. Drive profits,
optimize processes, cater to the right people and markets.

"Being able to respond fast to changing market
developments at a product level is key to our
commercial success. At Epson Germany, we
trust gfknewron Predict as our go-to source
of advanced market intelligence. All our sales
teams can access timely, robust and accurate
information from one easy-to-access platform."

Christian Langenberg
Manager Business Management,
Epson Germany

newron Retail Turn market disruption into profitability.

Get robust, easy-to-understand retail intelligence from an always-
on, single point of truth, and make tomorrow’s big decisions, today.
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Find out how your insights
can be powered by our products

Envision. Strategize. Build.

By combining GfK’s unrivaled human expertise, proprietary data
insights, and Al-backed technology, gfkconsult provides strategic
consulting to enable sustainable growth and ROI optimization.
We work with senior business leaders to identify opportunities,
solve challenges, and create advanced frameworks, strategies, and
business models that help you unlock your potential.

GfK Consumer Life is the longest-running and most comprehensive
study of changing values and lifestyles around the world. The

25+ country database and related perspectives provide a rich
understanding of key markets and categories.

We have built the world’s largest distribution and retail panel, giving
actual sales data from distributors, retailers and resellers. Our
panels show what is selling, where, when, at what price point and
which channels - helping you measure your market share and brand
performance, and benchmark it against your competition.

Develop successful brand strategies that connect with your
consumers, increase your brand strength, and deliver remarkable
brand experiences that keep people coming back for more. Embrace
the new age of the customer with GfK Brand Architect. GfK Brand
Architect combines the art and science of brand measurement to
drive growth and increase your brand’s value.
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Connect With Us

Learn how businesses across the globe are partnering
with GfK to unlock growth from knowledge.

Read customer stories -

Learn more about us at
You can directly get in touch with us here

Explore the latest Consumer Technology
and Durables insights and content

Stay connected with us
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