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FOREWORD

Blue Monday, they say, comes on the third Monday in
January. By scientific calculation, it's the most depressing day
of the year.

Oops, let's hold back on that ‘scientific’ part.! Blue Monday
was originally a publicity stunt designed for a travel
company in order to boost ticket sales, using a wholly bogus
‘calculation’.?

But no wonder it took root. Holiday bills are due. We're
usually on track to abandon our New Year's resolutions. The
weather is nasty, the days are short.

2023 feels particularly gloomy. The pandemic has left a
dark scar that isn't near to healed. And now we're faced
with high inflation. Grocery bills have skyrocketed; interest
rates are putting pressure on mortgages;investments are
underperforming; news of mass job cuts is everywhere.
We're worried about our wallets.

Depending on their circumstances, Canadians will
experience this inflation quite differently, and cope
differently as well. Because we will feel differently.

In some cases, this economic downturn will further expose
already existing economic gaps, leaving vulnerable
Canadians even more vulnerable. Others will feel unworried,
or even benefit. Not just because of economic situation,

but because each Canadian’s reaction is affected by
experiences, biases, and their complicated relationship with
money.

Factors influencing our response go beyond demographics.
In times of challenge, humans revert to primal responses:
fight, flight, freeze. For many, this is the most challenging
economic time they have ever experienced — and they've
just been through a global pandemic. Our research is seeing
the emergence of these primal responses. Whether we feel
shaky with our finances or steady, this primal factor is a great
indicator of innate response to the consequences of high
inflation.

Women and men respond differently, too. Not least because
women's and men'’s perceptions of money stem from long-
standing economic imbalance.

The current inflation cycle will hurt the most vulnerable
Canadians the most. And not just because of economic
disadvantage. Psychological factors play a part as well.

1: https://www.telegraph.co.uk/news/newstopics/howaboutthat/7006564/Ignore-most-depressing-day-of-year-says-Blue-Monday-psychologist.html

2: https://www.theguardian.com/science/blog/2012/jan/16/blue-monday-depressing-day-pseudoscience
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METHODOLOGY What Describes How You Feel About The Current Rising
Costs Of Living/Inflation?

To learn what Canadians think about inflation,
we surveyed 200 Canadians over 18, nationally
representative by gender, age, and province.

WHILE OLDER GENERATIONS HAVE A
MEMORY OF INFLATION CYCLES IN

THE LATE 70S AND 80S, YOUNGER
GENERATIONS TYPICALLY DO NOT

HOW DO CANADIANS FEEL
ABOUT INFLATION, RAGE GRIEF FEAR HELPLESSNESS  ACCEPTANCE

Anger which are growing in popularity, a reversal of the trend

Most Canadians (73%) feel some type of indignation that started in July of 20212

towards the current inflation cycle. The majority (55%) are ] _ )

merely frustrated, and not surprisingly, the well-to-do feel At ﬂrst.glance, a”Othe.r major f?Ctor affecting how

the least anger. Those who feel financially comfortable Canad|an§ feel al?out |.nf|at|.on is gender. More women

are only annoyed by the inflation; everyone else is report being afraid of inflation than men (73% vs. 44%).
frustrated and/or angry. But this phenomenon is a symptom of a deeper issue.

Women are 63% more likely than men to report their

financial situation to be precarious; they're 77% less likely
0 ANGER than men to report being financially comfortable; they
struggle to keep up with bills. Regardless of income, it is
clear that more women are enduring financial instability.
The gender gap is still very real.

Younger Canadians are particularly on edge. 59% of

respondents under 35 feel nervous about rising costs and
e HELPLESSNESS over half (52%) feel insecure. To compare, respondents
older than 35 were up to 61% less likely than the average
younger respondent to feel nervous or insecure, and
0 GRIEF were more likely to be in the more comfortable area

of annoyed or frustrated. This may be because young
people find themselves on uncharted territory. While
older generations have a memory of inflation cycles in the
late 70s and 80s, younger generations typically do not.

e ACCEPTANCE

Fear
3: https://www.reuters.com/world/americas/canadian-home-buyers-re-

The second most common reaction is fear (59%). Fear turn-fixed-rate-loans-economy-wobbles-2022-08-10/

of course is heightened amongst those who consider
themselves anything less than financially stable.
Overwhelmingly, those who believe their basic financial
needs are not met associate inflation with being nervous,
afraid, and insecure.

Those feelings vanish quickly as soon as people feel
financially stable, and dissipate even more when they are
financially comfortable.

Other factors play a role too. Those who hold mortgages
are more nervous than those who rent. However, the
nervousness doesn't quite reach the level of fear,

likely because consumers can protect themselves from
increased mortgage rates with fixed-rate mortgages,
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Helplessness

More than half (55%) of Canadians say they are unsure
what to do.

This feeling of helplessness is spread across the
population. Whether they feel financially stable or
not, whether they have children or a mortgage, every
Canadian feels the economic situation is out of their
control. Even those who say they feel financially
comfortable don't escape this feeling of “What can |
do?”

But feelings of panic and paralysis are noticeably
heightened amongst young Canadians (35 and younger).
Many were already financially stressed; inflation and rising
costs are only making it worse. 61% of respondents under
35 describe their financial situation as precarious; they're
unsure how to pay bills and have a lot of debt, or are
barely making ends meet with no significant savings. 63%
of respondents under 35 have also just started a new job
or recently bought a new home (2.5x more likely than the
average respondent), adding more stressors to an already
uncertain situation.

Nearly two-thirds of young Canadians say they feel
panicked about rising inflation.

Whatever their feelings, Canadians are grappling with
new ways to cope with their new reality. Only 7% of
Canadians say they have come to accept inflation. Sol
How do they cope?

NEARLY
TWO THIRDS
OF YOUNG
CANADIANS

SAY THEY FEEL
PANICKED
ABOUT RISING
INFLATION
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HOW ARE CANADIANS
COPING WITH INFLATION?

Flight

The first instinct is to cut living costs; 35% say their
primary response is to reduce overall spending. This is
the dominant reaction for those who can meet their basic
financial needs, are stable, or even comfortable.

But! Not for Canadians whose finances are unstable and
not for new immigrants. They feel they can’t do anything
about inflation. Their reaction is to freeze. The vulnerable
sectors of our society seem to be especially vulnerable to
inflation.

Canadians have also become more price sensitive.
87% of respondents, quite consistently across all age
groups, say they are always on the lookout for cheaper
alternatives to products/services.

Of course, food and groceries are a hot topic. 79% of
Canadians identified food and groceries as the category
they're most price conscious about, followed by utilities
(49%), and costs associated with vehicle ownership (47%),
such as gas, maintenance, financing, etc.

IN TIMES OF INFLATION,

Where Are You Looking To Reduce Your Spending, If At All?
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There are excellent reasons for our sensitivity to food
prices:

1. Food price increases have outpaced consumer
inflation since late 2021.4

2. Food prices are felt more immediately and
concretely; in a world where most expenses are
automated through pre-payments and credit cards,
grocery buying remains as a tactile and active
spending experience. We feel apprehensive as we
pile items onto the belt; we note the big total as we
pull out our card.

3. Finally, negative news coverage about corporate
profiteering and price-setting affect our perception
of how fair rising food prices are. All of these factors
make Canadians very price sensitive to food and
groceries.

What's more, when Canadians look to reduce their
spending, food and groceries tops the list among 59% of
respondents, followed by clothing/footwear (48%), and
travel (38%).

Sadly, people who feel financially unstable are most likely
to reduce food spending (71%); that number drops to
50% for people who feel stable and 29% for those who
feel financially comfortable.

This trend can be seen across all essential categories.
Canadians who feel financially precarious are more likely
to reduce spending across all essential categories, such
as food, healthcare, and clothing, compared to those
who feel financially comfortable. Yet they are not any
more likely to save on travel or vacations than those who

feel comfortable.

CANADIANS WHO CAN'T KEEP UP

WITH BILLS ARE MORE INCLINED
TO SACRIFICE THE ESSENTIALS FOR
TRAVEL AND VACATIONS

Meaning, folks who can't keep up with bills are more
inclined to sacrifice the essentials over the non-
essentials (travel/vacations) in times of inflation.

4: https://www150.statcan.gc.ca/n1/pub/62f0014m/62f0014m2022014-
eng.htm
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What Would You Say Is Your Primary Response To The Current
Rising Costs Of Living/Inflation?

35%
19%
10%

8%

B =

5%

4%

1%

-I am reducing my overall spending
-I feel like | can't do anything
| am delaying large purchases
| am pursuing alternate sources of income beyond my regular job
| am working harder to earn more
I am seekign a higher paying job
I'm not sure what to do
| am considering selling my house/ other big items

Fight
Most Canadians ((48%) believe they won't be able to

maintain their current lifestyle. That number is higher for
younger Canadians, at 57%.

At the same time, confidence in the labour market isn’t
strong. The frequent news stories about layoffs arent
helping. A mere 5% have hopes of finding a better-

paying job.

On the bright side, the majority of Canadians maintain an
entrepreneurial spirit. Many see fighting to make more
money as a solution. Amongst them, younger Canadians
(35 and younger) have the most enterprising mindset;
59% say “I'll just have to find a way to make more money
because of inflation,” compared to 46% of all adults.
Women are also more enterprising than men (52% say
they will just have to make more money vs. 38% of men).

Freeze

Canadians aren’t making drastic changes yet. Very few
are considering selling their homes. Younger people
enjoy a lifestyle that is more adjustable, while older
generations, for example empty-nesters, enjoy wealth
accumulation from home ownership and investments.

But a good number feel powerless. 19% say they feel
they can’t do anything. Among these, 35-55 year olds -
millennials and Gen X — feel the most powerless (21%).
They carry financial anchors such as mortgages, children,
and demanding careers that limit their choices. All these
result in risk aversion and inaction during a crisis.

In general, women are more concerned about the current
financial climate than men. Women are more likely to say
‘I won't be able to maintain my current lifestyle because
of rising costs’ [W - 54% | M — 41%)]. In addition to the
fiscal stability gap already mentioned, women report to
be more financially collaborative. The majority say they
make financial decisions together with their partners
(54%), while the majority of men (53%) report they make
financial decisions unilaterally.

EMPATHY 6



5 Tips For Marketers Dealing With Inflation

1. Inflation affects people differently not just because
of their socioeconomic status but also because
of their attitudes towards money. Look beyond
demographics to understand your audience.

2. Intimes of challenge, humans revert to primal
responses. Our research revealed this ...Some want
to fight, by finding ways to earn more. Some want
to flee, by cutting spending wherever they can. And
some freeze, feeling helpless and not knowing what
to do.

3. People will make category-specific decisions. For
example, for some people, travel and vacations
can be less price-sensitive than other spending
categories.

4. Consider people’s experiential background. Are
they first- or second-generation Canadians? Did
they experience significant inflation in their home
country?

5. Ensure your messaging acknowledges how people
feel about the current climate.

6. Keep your finger on the pulse. As the economy
evolves, people’s attitudes change. What is true
today may not be true tomorrow.

HOW CAN EMPATHY HELP

Pinpointing the right audience is a daunting task, but a
highly rewarding one. In today’s complex, segmented,
competitive world, simple demographics aren't enough.

Empathy builds deep audiences based on psychographic

traits. As you've seen in this research, we find and
highlight areas of real opportunity. By combining
research, business expertise, and media excellence,
we deliver media decisions rooted in sound decision-
making... driving you precisely where you want to go.

ABOUT EMPATHY

Today's advertisers need culturally relevant strategies that

match the right audience with the right investment.
That's our sweet spot. We're experts not just in media,

but in how advertising fits in culture as a whole.

We pride ourselves on our award-winning service and

industry-leading practices. We've been named Clutch’s

B2B Media Agency of the Year, and won numerous
awards and accolades for our work.

ApviaTinG & CONTACT:

Clutch MO DEZYANIAN

W mo@empathyinc.ca
416-640-2302
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