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Acquisition and the Consumer Mindset 2021

/ Introduction

| often wonder how we will look back on these two years in 20 or even 50 years' time. Will it
just be a minor blip and a footnote in modern history or will the changes we are experiencing
today influence how we live from now on. There can be now doubt that we have all faced
changes in our daily lives; from how we work and how we interact with our friends and families,
to how we shop, what we buy and what influences these decisions.

Here at the DMA’s Customer Engagement Committee, we have been conducting research on
consumers and how they make choices around which brands to buy - either for the first time
or on an ongoing basis - for many years. Clearly, any research run during these extraordinary
times needs to be considered in the light of the world we now live in. When we were designing
the survey, we wanted to try and keep track of the trends we have been monitoring over time,
as well as dive a bit deeper into those adjustments that we are all experiencing.

As such, | am really pleased to welcome you to this year's research report. This time we are
focussing on acquisition and the consumer mindset, as we do every two years. We have asked
consumers what channels and factors help them decide which brands to buy from when they
are making a new purchase. We have also looked at switching brands in different sectors, how
consumers feel about the marketing they have been receiving during the pandemic and, as we
like to do, taken some time to look at some emerging trends and what impact they are likely to
have.

What we have found is that there are some consistencies with previous reports — email, TV and
advice from friends and families all still play a big part in how we want to hear from brands and
what influences our decision making — as well as some changes that probably were happening
anyway but have been accelerated by the pandemic. We see that, in general, switching brands
has decreased since the last time we looked at this topic in 2019, it seems we would prefer to
stay with those brands we know and feel comfortable with in a time of crisis.

Using the pandemic itself in marketing seems to have run its course and consumers feel that
they now want to try and get back to some sort of normal, but we also see that what is normal
has shifted and the use of digital comms, social media and video are increasingly valued. Clarity
on areas such as diversity and values-based shopping are becoming much more important to
consumers, as is choice, although it appears we would like to have as much choice as possible
through as few outlets as possible.

The brands that will win, and will continue to win, are always going to be those that understand
their customers and align their values with the consumers themselves. As ever, we really hope
that you enjoy reading the report, but also that there are nuggets in here that you can extract
and use in your working lives every day.

Scott Logie
Chair of the DMA Customer Engagement Committee
MD at REaD Group Insight
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/ Foreword — dotdigital

Customer acquisition has never been as important as it is today. The dramatic digital shift that
occurred in 2020 has meant that more brands are vying for customer attention. In order to turn
attention into acquisition and retention you have to earn trust. This latest edition of the DMA'’s
Customer Engagement research offers evidentiary insight to help marketers better understand
what drives customer behaviour.

Our first key finding is that email remains at the top of customers’ preferred channel for
marketing communications. At a time when digital went from being the preferred form to the
only form of communication, email never wavered. Interest in digital and technology-led
purchase methods is on the rise and email continues to be the medium that connects these
various channels into a single, unified experience. If you want to build strong relationships with
your newly acquired customer, a well-planned email marketing strategy is essential.

Virtual communications — email, social, live chat - are increasingly in demand. Customers have
gotten used to connecting and communicating with businesses online. Brands that want to
succeed in appealing to bigger markets need to align their marketing strategy to incorporate
more virtual communication channels. Virtual communication is no longer a necessity of the
pandemic, it is the preferred channel. The more a brand can make itself available and accessible
to its audience, the more customers will continue to choose to shop with you.

This report also supports dotdigital's recent research into responsible marketing. Trust has
become all-important in the customer’s decision-making process. Value-led shopping continues
to appeal strongly to customers. Shoppers want to be able to easily identify and shop with
brands that align themselves to the values they're interested in. The more a brand can make
itself available and accessible to its audience, the more customers will continue to choose to
shop with you. But it's not as simple as saying it, brands need to demonstrate a commitment to
their shared values to appeal to customers. Customers have to be able to trust you if they're
going to do business with you.

This report also reveals that referrals from family and friends hold the greatest potential for
trust building between customers and brands. When shoppers discover a new brand, the
fastest way for them to decide whether it will meet their needs is through word-of-mouth. This
is why reviews and influencer marketing continue to grow in importance.

As we look towards the future of marketing, this report will help marketers align their

acquisition tactics to connect with the modern customer’s mindset - a necessity for brands
looking to retain and grow their marketing database.

Gavin Laugenie
Global Head of Content at dotdigital
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/ Foreword — Merkle

Over the last few years, we've seen an acceleration in what has become widely known in the
marketing industry as the expectation economy in which consumers are driving the rate of
change at which businesses need to adapt.

In the early days, companies like Google and Amazon were leading the way - changing the way
people search online, or their expectations of their online retail experience, from the amount of
choice right through to delivery times and costs. In the last 18 months, since Covid hit,
commerce projects have become a necessity and we've seen ecommerce jump ten years
ahead in the space of three months (ShawSpring Research, 2021). Companies are now being
forced to transform the way they think, measure and work to live up to the expectations of
today's consumers. And it doesn't just stop at the browsing and buying experience. You also
need to think about it in the context of the product and service experience because
consumers only see one brand from acquisition through to retention - not the siloed
departments that often sit behind the different elements.

As the expectation economy matures, the focus on using data to build relationships and make
every moment matter has never been more important.

This report highlights the need to better understand customers so that brands can effectively
engage with them, better understand their preferences, and enable the right channels for
communication. This forms the foundations of understanding and managing the motivations of
why people switch brands.

With people unlikely to switch in today’s market, advocacy is important to retain existing
customers and use them as an opportunity to attract new customers. This means that there is
an increased importance in managing the entire customer experience by stitching together
every interaction from online search through to purchase, reviews and recommendations.

This focus on every interaction is coupled with new and innovative models from brands where
their creative approaches to acquisition can set them apart. Strategic partnerships or a focus
on local, can make the difference in how consumers will look to engage in new brand
relationships.

All these points show how it's important for brands to identify the right moments to interact,
stitch those moments together to curate experiences that will build longevity in their
relationships with customers, whilst providing differentiation and competitive advantage in
attracting new customers.

Azlan Raj
Chief Marketing Officer EMEA at Merkle
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/ Exec Summary

+ Email remains the preferred channel to receive marketing content, along with being
perceived as the most relevant — 63% of consumers rank email in their top two most
preferred channels to receive marketing messages

+ Social media is now the preferred channel for younger consumers (Gen Z and Gen Y) to
hear about new brands, while for older consumers (Gen X and Baby Boomers) email
remains the preferred channel for new product and service discovery

+ TV is still the most common channel consumers hear about new brands — with 55%
claiming they find out about new products and services via TV; But the overall trend from
2019 to 2021 has been the growth in digital channels (such as a brand’s online presence and
social media marketing) in how consumers most often hear about new brands

+ Referrals from family and friends remains the most important influence that increases the
level of trust in marketing messaging of brands not used before; However, the most
notable growth in factors that build trust in brand marketing is in online influencers — one
in three consumers aged 16-24 now claiming online influencers increase their level of trust

+ In 2021 consumers say they are more likely to stick with existing brands than switch to new
ones — the number of consumers agreeing that they have not switched suppliers for any
of the categories surveyed has risen from 39% to 44% since 2019

+ Pandemic-related marketing is less important in 2021, with a third (34%) of consumers
agreeing that they receive too much communication about coronavirus from brands and
companies (up from 27% in 2020)

+ Consumers expect to seek more virtual communication from brands in the post-pandemic
era — for example, those stating they prefer to communicate virtually with car brands has
risen from 29% prior to the coronavirus pandemic, to 40% moving forwards

* Presence-free communication continues to grow in appeal — 50% of Gen Y consumers are
either using video calls to speak to a customer assistant or are interested in doing so

+ There is growing interest in digital and technology-led purchase methods, with 20% of
consumers now claiming to have bought directly via social media (up from 14% in 2020)

+ Reselling platforms are a popular channel for acquisition across generations — around half
(50%) of consumers have bought a product through a reselling platform and would be
interested in doing so again

* A new spectrum of models for acquisition hold differing levels of appeal across
demographics — from large online marketplaces and retail formats that attract older
consumers to direct-to-consumer (DTC) channels that engage younger age groups

+ Values-led shopping shows strong appeal, with over four in 10 consumers saying they'd like
to be able to filter products by what matters to them when shopping online, such as
sustainability or localism — interest rises to almost two-thirds among those aged 25-34

+ Brand marketing that represents the diversity of society is a clear route to customer
acquisition in 2021, with almost one in four consumers claim they are more likely to buy
from brands that do a good job representing diversity in their advertising — rising to almost
60% among those aged 25-34

+ Consumers show a strong desire to support local businesses in 2021 — almost six in 10
claim they try and shop locally as much as possible, while supporting the local economy is
by far the most common reason why people choose to shop in their local area

Copyright / DMA (2021) 05



Acquisition and the Consumer Mindset 2021

/ Channels of Acquisition

Email Still Dominates, But Video has Grown

Email is still the preferred channel to receive marketing content, along with being perceived as
the most relevant and among the most trusted. However, since 2019 there has been a slight
decline in the relevancy of email as a marketing channel (from 61% in 2019 to 57% in 2021*) and
email as a preferred channel (from 68% in 2019 to 64% in 2021). At the same time, there has
been a notable rise in the relevancy of video as a marketing channel (from 34% in 2020 to 39%
in 2021) and video as a preferred channel (from 10% in 2020 to 15% in 2021), driven largely by
younger generations. Video is also now one of the most trusted marketing channels after face-
to-face, email and post.

Like email, post is also slightly less popular than it was in 2019, with just 11% of 16-24s preferring
to receive marketing messages via this channel. It is worth noting, however, that post retains its
stronghold among older consumers; over half of consumers aged 65+ prefer to receive
marketing messages via post.

What way do you prefer to receive marketing messages? (Ranked in top 2)

m 2019 m2020 m2021
80%
©647%
60%

40%
29%

22%

18% 18% 16%

20%

0%

Non-Digital Sources of Inspiration Still Important Amidst
Digital's Rise

For purchasing inspiration, a wide range of digital and non-digital sources remain popular. While
TV still tops the list of influences in 2021 (55%), the overall pattern of change since 2019 is from

non-digital to digital, evidenced by the shift from physical to digital magazines/newspapers as a
source of inspiration.

This will in part be impacted by the coronavirus pandemic, especially when we consider the
decline in in-store as a source of inspiration. It's also not to say that physical media don't have
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an impact, as they clearly do in several cases - not least in-store (38%) and
magazines/newspapers (25%).

There is also a noteworthy change in behaviour when considering digital sources in isolation.
Consumers are now more likely to look for inspiration within their existing online world;

marketing messages seen on social media and while browsing online have both increased as
sources of inspiration, while online search has declined.

How do you typically find out about new products or new services?

m 2019 = 2021

58%

TV 55,

Family and friends

Online search

Online shopping sites

In stores

Brand websites

Marketing emails
Magazines/Newspapers

Video websites and apps
Consumer reviews

Price comparisons sites
Marketing | see on social media
Magazine/Newspaper websites/apps
Marketing | see browsing online
Outdoor advertising
Celebrities/vloggers/bloggers
Podcast/radio ads
Crowdfunding sites

Other

None of these

0% 20% 40% 60% 80%

Copyright / DMA (2021) 07



Acquisition and the Consumer Mindset 2021

Social is Integral for Acquisition for Younger Generations

Social media remains a particularly important channel of acquisition for younger generations,
being the preferred channel for discovering new brands for Gen Z and Gen Y.

In which of the following ways would you prefer to hear or find out about brands/companies
you haven't used before? (Ranked in top 3)

Younger generations are also more likely to agree that the adverts they see on social media
are more interesting than those they see elsewhere, with 54% of Gen Y agreeing compared to
29% of consumers in total.

Key takeaway

Marketers must navigate a variety of potential acquisition routes, from channels that
consistently rank highly across generations (such as TV and email) to emerging channels
dominated by younger consumers (such as video and social) to long-standing channels that
have a loyal following of older consumers (such as post).

There is also an important distinction to be made between consumers (especially younger
consumers) who expect marketing messages to embed themselves neatly within their existing
online activities and consumers who prefer to step in and out of discovery, whether online or
offline.

The Unwon Battle of Trust

Trust in marketing messages regardless of the channel continues to be a concern for
marketers in 2021. While face-to-face ranks highest, it is still less than half of consumers who

would rank it on the higher end of the scale (5-7 on a 7-point scale) in terms of trustworthiness.

Copyright / DMA (2021)
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How much do you trust marketing messages you receive in the following ways? (Ranked 5-7
on 7 point scale, excluding ‘Don’t know’)

m 2019 = 2021

60%
8%  46% 459,
40% 37%
S4%  33%  32%  2mo
30% 30% g
20%
0%
e N & O @ © £ @& KL & L
& 00 X & O e O R O O
o SRS S A AR &L P
% Nl e?q’ NS
<<"b Ob e"b
Q )

Moreover, consumers are now less likely than they were in 2019 to select options that would
help them trust marketing messages from brands/companies that they have not used before.
All options offered have declined, apart from simple to understand information, addressed to
me personally, online influencer and celebrity endorsement. Gen Y is the generation most likely
to select options that would build trust, while Baby Boomers are the least likely to.
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Which of the following would help you to trust marketing messages from brands/companies

you have not used before?

Friend/family referral

Customer reviews/
testimonials

Brand/company reputation

Ratings by independent
bodies/experts

Simple to understand
information

Expert opinions

Addressed to me personally

Online influencer/vlogger/
YouTuber endorsement

Celebrity endorsement
Other

None of these

0%

m 2019

I 0%

42%

— 417
38%

I 587
37%

— 547
30%

I 29%
29%

I 50%
26%

2021

I 127
16%

I o
14%

. 77
10%

I 1%
1%

F

16%
16%

20% 40% 60%

Trust in family/friend referrals has declined across all generations since 2019. In contrast, trust
in online influencers has risen across all generations excluding Baby Boomers. Trust for the
latter is largely among 16-24s, with a third trusting online influencers.

There is also a significant difference by gender in terms of what would help to build trust. 35%
of men agree that customer reviews would help them to trust marketing messages in contrast
to 41% of women. The same disparity can be seen with friend/family referrals with 37% of men
agreeing this would help them to trust marketing messages in contrast to 46% of women. It
would seem men are less likely to trust recommendations from their peers than women.

Key takeaway

Ensure marketing is backed by trusted sources, with special attention paid to how trust differs
between demographic groups. Simple to understand information needs to be a hygiene factor

across communication.

Copyright / DMA (2021)
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derstanding Acquisition:

Switching Motivations

With comparison and recommendation tools ever-expanding, confidence in a decision to

switch to
been und

different suppliers has never been more accessible. This confidence, however, has
ermined by the unpredictability of the pandemic. Product and people shortages,

paralleled by personal financial and emotional struggles are new criteria to consider within the
decision to switch.

Switching is Less Appealing in 2021

Consumers are now significantly more likely to agree that they prefer to stick with brands they
have used before than switch to a brand they haven't used before.

Thinking about when you buy the following kinds of products, how much do you like to try
brands you haven't used before vs. sticking to brands you have used? (Net ‘Sticks with

brands’)
m 2019 m 2021
60%
48%
A%y  43%
° 37% 36% 37%
40% o
o 0 32% 9 o
30% SVeosmm o7l o6,26% 279", 30%
21%m 22% 19% 23%
- I I I I I I I | I L
0%
\
S 0&06 & \<\\°Q 500 & & P
O C}O (‘9\‘:‘\(\ C}"\ CJ(\ c‘,bo (-\\GJ ,\O C,O <</<\
<<>(Z; (s\QZ; K\)( Q}Q (\Q,

When we consider the number of consumers who have switched supplier or brand in the last 12
months, however, a comparison with 2019 is less stark. While the number of consumers
agreeing that they have not switched suppliers for any of the categories surveyed has risen
from 39% to 44% since 2019, there has not been a significant change in the number of
consumers switching between suppliers or brands.

Copyright / DMA (2021)
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Which of the following have you switched over the last 12 months?
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m 2019 m 2021
60%
44%
40% 597
26% 26%
2% 2%

9 . 18%19%

20% 16% 159,
8% 9% 9% 8%
B B
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Why Are People Switching?

While consumers are still more likely to switch because they are attracted by their new
provider, there is now a greater proportion of consumers switching because they are unhappy
with their old brands. This is particularly the case for supermarkets, with 41% of consumers
agreeing they switched brands because they were unhappy with their old provider, in contrast
to 32% in 2019. It is likely that supermarket food shortages and limited online food slot
availability resulting from the pandemic impacted perceptions of existing brands and
encouraged potentially reluctant switchers to make a move.
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Which of these best describes your reasons for switching TO the following
brands/companies?

m 2019 - Attracted by new provider m 2021 - Attracted by new provider
m 2019 - Unhappy with old provider = 2021 - Unhappy with old provider
100%

80%

60%

40%

20%

0%

When looking more broadly at reasons for switching, there has been a decline in the more
functional reasons since 2019 (such as discounts, a cheaper price and free trials), while more
emotional reasons have increased slightly (such as the brand being fun and cool). In fact, 80%
agree that companies should offer good value as standard (rising to 92% for those aged 65+).
To be encouraged to try something new, consumers are looking for more than just good value.

Copyright / DMA (2021) 13
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Thinking about when you are buying products or services, which of the following have
encouraged you to try new brands or companies you haven't used before?

m 2019 = 2021

Discount/promotion 52%

A friend/family
referral offer

Cheaper than other
brands | have used

Higher quality than other
brands | have used

Brand | tried had a
good reputation

Free trial/money
back guarantee

More convenient than other
brands | have used

Innovative brand (e.g. offering |
haven't seen before)

Easier to use than other
brands | have used

Brand | tried felt genuine

More eco-friendly than other
brands | have used

Brand | tried was fun

Brand | tried was cool/impressive

Brand | tried reflected my values
better than other brands

Chance to invest in new product/
be first to try something

Other

9%

None of these 10%

0% 20% 40% 60%
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Key takeaway

The post-pandemic reluctant switcher will need greater convincing that their decision to switch
is the right one. While functional reasons for switching should naturally be highlighted, these
should be treated as hygiene factors with more emotional and values-based considerations
brought to the forefront.

What Influences People to Switch Brands?

The sources of influence that drive consumers to select new brands differ notably across the
tested sectors. Indeed, while online search is the most influential factor in driving people to
switch brands within the car and supermarket sectors, price comparison sites were the most
important within the energy and telecoms sectors. Moreover, advice from family and friends is
top-ranked in terms of driving switching choices for bank accounts, while in-store experiences
were the main factor in nudging consumers to switch their brand of shampoo.

Which of the following informed your choice to switch to the following brands/companies?

Ener Bank FIIE
.gg contract Car Supermarket | Shampoo
provider account .
provider
Price : Price : : :
: Family and : Online Online Experience
comparison : comparison :
: friends . search search in store
sites sites

Online Marketing : : Experience | Family and Family and
. Online sites : : :
search emails in store friends friends

Price Online
comparison shopping
sites sites

Consumer Online Family and Brand
reviews search friends websites

What is clear is that each sector has its own key drivers that are most crucial in directing
switching behaviour. Brands will need to prioritise their engagement with the sources of
influence that most impact their respective sectors and customers - to drive new customer
acquisition and avoid losing customers.

Where are People Switching To?

In understanding where brands have made gains and losses among consumers who are moving
their custom around, the following analysis reflects the sample of people who have switched
within the category in the last 12 months. Brands have then been categorised into three groups:
Gains: Where more switchers have switched to a brand than moved away

Neutral: Where similar numbers of switchers have moved to and from a brand

Losses: Where more switchers have left a brand than moved to it

Copyright / DMA (2021) 15
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Banking: Which brand/company did you switch FROM and which did you switch TO?

First Direct

Lloyds 8%
Starling
Gain Co-operative
Revolut

10%
HSBC 9%
Monzo

Asda

4%
4%

- m Gained
Virgin &
I 9 5% Lost
| 1%

1%

Neutral TSB

Monese

0%
Marks & Spencer | 3¢/

; . 0
Halifax 10%

0%
Tesco 1%

Nationwide :85‘{3%
Barclays 9%

1%

Loss

: 0%
Yorkshire Bank 5o

9%
Santander 2%

0% 20% 40%

In terms of banks, newer entrants such as Monzo and Revolut, are continuing to attract new
customers. On the other hand, established banks, such as Lloyds and First Direct, are making
the biggest gains.

Copyright / DMA (2021) 16



Supermarket: Which brand/company did you switch FROM and which did you switch TO?

Gain

Neutral

Loss

Aldi

Lidl

Iceland
Sainsbury’s
Marks & Spencer
Co-op

Waitrose
Morrisons

Tesco

Asda

Acquisition and the Consumer Mindset 2021

I 5%
9%

B 8%
3%
B 3%
1%
I 127
1%
B 2%
1%
m Gained
I 1%
1% Lost
B 3%
2%
B 387
1M%
L A
26%
1%
20%
0% 20% 40%

The “Big Four” supermarkets have made greater losses than they have gained, with the

exception of Sainsbury's. Discounters like Aldi and Lidl have made the most gains. Indeed, the

findings point to consumers increasingly moving to either side of a spectrum in choice of
supermarkets, between discounter retailers and more traditionally premium retailers. For

instance, Marks and Spencer have also gained customers alongside the more discount focused

supermarkets. Conversely, those that fall more towards the centre of this discounter vs.
premium spectrum are the retailers that have seen the most losses in 2021.

Copyright / DMA (2021)
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Mobile Provider: Which brand/company did you switch FROM and which did you switch TO?

Gain

Neutral

Loss

Sky Mobile
Tesco Mobile
GiffGaff
Virgin Mobile
Plusnet Mobile
Talk Mobile
BT Mobile
ASDA Mobile
iD Mobile
Vodafone

EE

02

m Gained

Lost

i
9% 15%
1% 14%

20% 40%

For mobile phone contract providers, the main gains have been made by Sky Mobile, GiffGaff,
Virgin Mobile and Plusnet Mobile. These have been at the expense of brands like O2 and EE
who show a net loss of customers in 2021 - although it should be noted many of these growing
providers will also be using infrastructure provided by larger networks like O2 to operate.

Copyright / DMA (2021)
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/ Communicating in the
Wake of a Global Pandemic

Calls for Pandemic Support Dwindle, But Virtual
Communication Set to Stay

As the vaccine rollout has progressed and restrictions have eased in 2021, companies ensuring
that consumers are safe is considered less important than it was at the height of the pandemic.
Meanwhile. price reductions, fun content and ideas for things to do at home are now
considered more important than they were a year ago.

Similarly, consumers are now more likely to agree that they receive too much communication
about coronavirus from brands and companies (from 27% in 2020 to 34% in 2021) and that they
don't expect companies to help people during the pandemic (from 22% in 2020 to 28% in 2021).

Which of the following do you think are most important for brands you use to communicate in
response to the coronavirus situation? (Ranked in top 3)

What they're doing to help
customers during coronavirus

How they are ensuring
safety of staff

Price reductions/provide
promotions
Support for key workers
Practical information about
how to stay safe

Ideas for things to do
at home

Funny/light-hearted content
to cheer people up

Provide uplifting messages
of support

0%

m 2020
I 667
49%

I 59%
44%

2021

I 35%
43%

I 429
40%

I 53%
37%

. 2%
20%

I 14%

20%

20%

19%
19%

40% 60% 80%

Since the pandemic started, consumers increasingly expect to be able to communicate
virtually with brands across sectors more than face-to-face - a trend that looks set to continue

post-pandemic.

Within the survey, we specified that by face-to-face we meant communicating in-person and
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by virtually we meant communicating online — for example via video call or instant messaging.
The only sector where this shift toward virtual is not the case is energy providers, where many
consumers already predominantly communicated virtually before coronavirus.

The biggest shift from face-to-face to virtual engagement has been in the automotive sector,
with 29% of consumers agreeing that they preferred to communicate virtually with car brands
before the pandemic, rising to 36% now. Furthermore, 40% say that they expect to
communicate with car brands more virtually than face-to-face moving forwards.

While younger generations are driving the preference for virtual communication with car
brands specifically, it's notable that there is no real age effect when considering the shift from
face-to-face to virtual across other sectors.

Before the coronavirus situation, did you prefer to communicate with each of the following
brands/companies you use face-to-face or virtually?

100%
80% 29% e 26%
60% 67%
o I I i
20% m Virtually
0% m Face-to-face

N < X <
< @ @
& F & S
O (o) O
< k & g
o4 < @ o]
& N O
&° N

Do you now prefer to communicate with each of the following brands/companies you use
face-to-face or virtually?

100%
80%
60% o0%
40%
20% | Virtually
0% m Face-to-face
<
@
«° P° N & 0&6
& & & &
o N Q"a NG
& <’ L
<& )
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Moving forwards, do you expect to communicate with each of the following
brands/companies you use face-to-face or virtually?

100%
80% 40% 5
60% > o7 S
40% “0% 68% y ”
20% A6% — 299 | Virtually
0% Face-to-face
O N £ X <
\o{b(\ %'DQ Q'\E}QJ (&\{‘e A\bz
© <& ©
? o2 Q@‘ &
e‘q < X
<& N

Past, present and future of virtual brand engagement

80%
67% 66% 67%
(2 e >
60% 61%
60% 9
56% - 549% —e—FEnergy provider
- Mobile provider
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40% =8=Car brand
40% 36% —~o—Supermarket
29%
20% 32%
26%
20%
Past Present Future

Key takeaway

Although it's difficult to predict if communication between consumers and brands will change
long-term, there is certainly an increased preference for communicating virtually compared to
before the pandemic and a perception among consumers that they will continue to
communicate more virtually moving forwards. Consumers do not see communicating virtually
as simply a necessity of the pandemic, but rather a form of communicating that they have
come to prefer. Brands must explore how to maximise engagement via virtual communication,
especially brands such as energy providers, mobile phone contract providers and banks, where
most of their customers believe their future communication will be carried out virtually.
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/ New Channels for

Acquisition

The shift in communication from face-to-face to virtual is also evident in the rise in presence-
free, technology-led pre-purchase and purchase channels. Again, the pandemic has certainly
had an impact on this preference for virtual, but it is interesting that as the pandemic ceases to
control as many aspects of our day-to-day lives in 2021, the use of and interest in virtual
continues to grow.

Presence-Free Growing in Popularity

A growing number of consumers have used a chat messenger app to speak to a customer
assistant when shopping online and would be interested in doing so again in the future. While
use and interest in a chat messenger pop-up box to speak to a customer service assistant
when shopping online has declined slightly since 2020, it is still over half of consumers who
have either done this or would be interested in doing so.

Which of the following have you done, and which would you be interested in using in the
future?

2020 - Not done but interested m 2021 - Not done but interested

2020 - Done and interested

m 2021 - Done and interested

Used chat messenger pop-up when 52%
shopping online to speak to brand | 51%
Used chat messenger app to get 43%
advice from brand onitem/product | 45%
Used virtual reality to 33%
test a product/item || 38%
Used video call to speak 34%
to a customer assistant |G 37%
Used augmented reality to
test a product item - 37%
0% 20% 40% 60%

In terms of communicating with a customer assistant, the biggest rise in use and interest since
2020 has been in the use of video calls. The pandemic has played its role again here, but,
interestingly, consumers have sought a form of communication that is as close to face-to-face
as possible. Video channels provide the convenience of communicating from home, alongside
the ease of communication and trust levels of face-to-face. Video call is also popular across
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generations, with 50% of Gen Y and 25% of Baby Boomers either using video calls or interested
in using them to speak to a customer assistant

Likely ignited by store closures during the height of the pandemic, there has been a rise in
using virtual reality to test a product/item, while using augmented reality to test a product is

similarly popular.

Which of the following have you done, and which would you be interested in using in the
future?

m 2020 - Not done but interested 2021 - Not done but interested

m 2020 - Done and interested 2021 - Done and interested
Used voice commands on my o
34%

smartphone/laptop/smart speaker 40%

to buy an item/product

Bought a product directly _ 30%

through social media 37%

Used service that allowed automatic _ 21,
re-purchasing of basic items when °

they run out (e.g. Amazon Dash) 37%

0% 20% 40% 60%

There has been even greater growth in the use of and interest in technology-led methods of
purchase, particularly buying a product directly through social media — with 20% claiming that
they have done this and would be interested in doing so again in 2021 compared to 14% in
2020. It is worth noting that while there is a strong age effect at play here, 22% of Baby
Boomers either have or would be interested in buying a product directly through social media.

Such interest in these services suggests a shift towards purchasing as an extension of
everyday offline and online activities rather than as an event in isolation.

Preference for Presence-Free Living

There also appears to be a preference for presence-free beyond purchasing behaviours, with a
rise in technology-led, presence-free activities, such as taking part in a live-stream event and
watching e-sports.
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Which of the following have you done, and which would you be interested in using in the
future?

m 2020 - Not done but interested 2021 - Not done but interested

m 2020 - Done and interested 2021 - Done and interested
Watched esports (e.g. via _ 22%
Twitch, Facebook Gaming) 8%
event/class (e.g. Cooking .
class, exercise class) 35%
0% 20% 40%

A third of consumers (35%) have now taken part in a live-stream event or would be interested in
doing so, rising to 55% for consumers with children under the age of 18. Over a quarter of
consumers have now watched or are interested in watching e-sports, rising to 50% for those
aged 16-24.

Again, it is likely that long lockdowns encouraged consumers to try presence-free activities,
but growth is unlikely to waver given high-interest levels among both those who have tried
these presence-free experiences and those who are yet to try them.

Key takeaway

Presence free platforms are ripe for acquisition opportunities as consumer interest peaks
following heightened need during the pandemic. While these platforms will appeal most to
younger consumers, there is also a significant proportion of older consumers interested in
presence-free technology.
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/ New Routes to Acquisition

Growing Engagement with Circular Retail

Reselling platforms are a growing consumer resource and, as such, a key channel for
acquisition across generations. Just under half of consumers have bought a product through a
reselling platform and would be interested in doing so again, a figure that remains relatively
stable across different demographic groups.

Which of the following have you done, and which would you be interested in using in the
future?

m Done and interested Not done but interested

Sold a product through
a reselling platform 36% 19%  55%
(e.g. ebay, depop)

Bought a product through
a reselling platform 46% 16% 61%
(e.g. ebay, depop)

0% 20% 40% 60% 80% 100%

While trading through reselling platforms is lower among the youngest and oldest consumers,
the youngest are the most likely to agree that they are interested in doing so in the future.

What is the main reason why you have/would buy a product through a reselling platform?

60%
49%
40%
20%
0%
To save To find To help the  To support None of
money unique environment local these
products businesses
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The main appeal of reselling platforms is to save money. The top three reasons to buy a
product through a reselling platform are the same across generations: saving money,
discovering unique products and at the same time protecting the environment.

Key takeaway

Explore creating reselling options and channels directly from your brand. Alternatively, seek to
form partnerships with established platforms that can facilitate reselling propositions for your
customers.

Growing Spectrum of Appealing Acquisition Models

The options of physical formats and online platforms that consumers have access to when
searching for and buying products has increased significantly over the last decade. From large
online marketplaces and super retail stores that provide access to countless products and
brands, to the rise of more direct-to-consumer (DTC) online channels and smaller boutique
retailers — the UK consumer in 2021 has a wide spectrum of choices of how and where they to
shop with brands.

What's more, in the next decade some new formats and platforms are expected to emerge -
such as integrated brand eco-systems. This is: where a selection of brands partner to provide
more medium-sized and curated shopping experiences. An example might be a collection of
brands partnering with one another based on a shared customer base to provide a bespoke
online marketplace that sells products and services from just these participating brands. This
could be around a specific interest, hobby, sport or shared brand values that bring the
organisations together. Such a model could also become increasingly common for physical
retail stores.

Consequently, a new spectrum of acquisition models is emerging from large online
marketplaces and retail formats on the one side and DTC and small/specialised physical retail
stores on the other - with medium-sized online and in-store formats provided by partnering
brands sitting in the middle.

When this spectrum of acquisition models was tested, it is interesting to note that there is a
similar level of appeal across almost all the options provided.
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In which of the following ways would you prefer to buy your favourite brands? (Ranked in

top 2)

In-person in a store that sells a
selection of products from lots of
different brands (including my
favourite)

From a large online marketplace that
sells a wider range of products

In-person in a store that sells my
favourite brand along with a selection
of products from a few other brands

Direct from the brand website

In-person in the store of my favourite
brand

From a small online marketplace
selling a selection of brands
(including my favourite)

0%

39%
38%
20% 40%

60%

The most notable difference in demand for models tested is the relatively low appeal of
partner brands online marketplaces. While this is the model tested that consumers are the least
likely to have had direct experience with to date, such findings suggest that brands in 2021 who
are seeking to test and develop integrated shopping channels will need to ensure that the
rationale and benefits offered by these new platforms are clearly communicated to the

targeted customer base.

When testing the most popular platforms by generation, the picture is very different. For
example, direct from the brand website is the most popular way for Gen Z consumers to
purchase products from their favourite brands and is the second most popular method of

purchase for both Gen Y and Gen X.
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In which of the following ways would you prefer to buy your favourite brands? (Ranked in top

2 by generation)

Direct from the
brand website

From a large
online
marketplace that
sells a wider range
of products

In-person in the
store of my
favourite brand

From a large
online
marketplace that
sells a wider range
of products

Direct from the
brand website

In-person in a
store that sells a
selection of

products from lots | products from lots

of different
brands (including
my favourite)

From a large
online
marketplace that
sells a wider range
of products

Direct from the
brand website

In-person in a
store that sells a
selection of

of different
brands (including
my favourite)

In-person in a
store that sells a
selection of
products from lots
of different brands
(including my
favourite)

In-person in a
store that sells my
favourite brand
along with a
selection of
products from
other brands

From a large
online marketplace
that sells a wider
range of products

It is clear that there is a growing spectrum of acquisition models that hold appeal to a
significant number of consumers. Age is the key factor that will drive preference for these
models and determine which brands are best suited to target which combination of the
platforms/formats presented.

Key takeaway

Investigate which models on the spectrum outlined above resonate most with your target
customer audiences, as well as the network of brands that your customers engage with to
allow future options for integrated online or in-store shopping channels with partner brands.

Value + Values = The New Shopping Paradigm

In the 2010s, following the aftershocks of the 2008's financial crisis, value-led shopping became
the hallmark of consumer behaviour in the UK. At a time of renewed uncertainty in 2021, this
intent to maximise commercial dealings remains engrained across the UK consumer landscape.
Indeed, 80% of consumers surveyed state that they expect brands to offer good value for

money for standard.
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How much do you agree or disagree with the following: “I| expect brands to offer good value
for money as standard”? (Net agree)
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Looking ahead to the coming decade, the evidence presented here points to a second factor
that will sit alongside value-led shopping in shaping expectations and behaviour towards brand
choice: Values. This values-led shopping, where consumers can shop through the lens of the
values that matter most to them personally, already holds strong appeal. Over four in 10
consumers would like to be able to filter products by the values that matter to them when
shopping online, such as sustainability or localism. Interest also rises to almost two-thirds for
consumers aged 25-34.

Copyright / DMA (2021) 29



Acquisition and the Consumer Mindset 2021

How much do you agree or disagree with the following: “When online shopping, | wish | could
filter product lists by my values (e.g. Only see products based on whether they are vegan,

halal, sustainable, locally made, etc.)"? (Net agree)
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55-64

65+

Less than £18,000

£18,000-£24,999
£25,000-£34,999
£35,000-£75,000

£75,000+

London/South East
Midlands/East
Wales/South West
North West/Yorkshire
North East/Scotland

These findings indicate that value plus values could be the core paradigm that shapes shopping

and acquisition behaviour in the 2020s.

Key takeaway

Seek to implement options that allow consumers to shop by personal values. This could take
the form of values filters for online shopping or dedicated in-store space for specific values for

in-store shopping.

Diversity in Advertising Driving Acquisition and

Engagement

Ensuring that brand marketing represents the diversity of UK society is a clear route to
customer acquisition in 2021. Indeed, 37% of consumers claim that they find advertising that
does a good job at representing diversity more engaging. This figure rises among younger,
more affluent and London-based consumers. For example, 55% of consumers aged 25-34, 51%
of consumers in the highest income bracket and 46% of consumers based in London agree that

diversity in advertising drives better engagement.
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How much do you agree or disagree with the following: “I find advertising that does a good
job at representing diversity more engaging”? (Net agree)
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How much do you agree or disagree with the following: “l am more likely to buy products
from brands that do a good job at representing diversity in their advertising”? (Net agree)
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Diversity in advertising is also a key driver of acquisition alongside engagement, with almost

one in four claiming that they are more likely to buy from brands that do a good job

representing diversity in their advertising. Again, the agreement is higher among young and
more affluent consumers. However, it is notable that agreement is highest among 25-34s (59%),

rather than the youngest aged group of 16-24s (47%).

Key takeaway

Ensure that all brand marketing represents the full diversity of UK society in order to increase

levels of brand engagement and likelihood of customer acquisition.

Renewed Engagement with Localism Post-Pandemic

Following 18 months of intermittently living under lockdown, it is interesting to note the high
level of interest in shopping locally. Indeed, almost six in 10 UK consumers claim they try and
shop locally as much as possible. This rises to over two-thirds among consumers aged 65+ and

only falls below a majority of consumers among those aged 16-24 (at 46%).

How much do you agree or disagree with the following: “I try to shop locally as much as
possible”? (Net agree)
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As UK consumers have spent more time in their local communities, combined with a clear
awareness of the support needed for local businesses during the pandemic, the data shows a
renewed sense of local preference when it comes to brand choice. In fact, supporting the local
economy is by far the most common reason why people choose to shop locally, followed by
the convenience of local shopping and the belief that it is more environmentally friendly.
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What is the main reason why you try to shop locally as much as possible? (Those who
agree/strongly agree they shop locally as much as possible)

Support the local economy 36%
More convenient

More environmentally friendly

Get better value for money

Get better quality products

Like speaking to local owners/staff
Find unique products

Find more authentic products

None of these

0% 20% 40% 60%

Key takeaway

Support for local businesses is translating into new shopping behaviours where many
consumers in the UK will look to engage with local brands or brands whose offering has a local
touch. For example, via the selling of locally made products or supporting local businesses
through commercial partnerships or CSR initiatives.
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/ Methodology

The ‘Customer Engagement: Acquisition and the Consumer Mindset’ report is a study
undertaken by the DMA, in partnership with dotdigital, Merkle, Foresight Factory and the DMA'’s
Customer Engagement Committee.

The research was conducted in August 2021 via an online survey of 2,000 respondents
(nationally representative of GB adults). The data was collected by Foresight Factory, then
analysed by the DMA Insight teams and Foresight Factory. The report was written and
designed by the DMA Insight department and in-house design team in partnership with
Foresight Factory.

The survey consisted of a maximum of 45 questions. These questions were reviewed by the
DMA, Foresight Factory, and the Research Hub of the DMA Customer Engagement Committee
to ensure relevance to the current state of the industry. Unless referenced, all data included in
this report is taken from this survey.

If you have any questions about the methodology used in the report, you can contact the
DMA'’s research team via email: research@dma.org.uk.
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/ About the DMA

The Data § Marketing Association (DMA) comprises the DMA, Institute of Data & Marketing
(IDM) and DMA Talent.

We seek to guide and inspire industry leaders; to advance careers; and to nurture the next
generation of aspiring marketers.

We champion the way things should done, through a rich fusion of technology, diverse talent,
creativity, insight — underpinned by our customer-focused principles.

We set the standards marketers must meet in order to thrive, representing over 1,000
members drawn from the UK's data and marketing landscape.

By working responsibly, sustainably and creatively, together we will drive the data and
marketing industry forward to meet the needs of people today and tomorrow.

www.dma.org.uk
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/ About dotdigital

Dotdigital is a customer engagement platform that helps digital marketers and developers
deliver communications across the customer journey. We harness the power of customer data,
powering engagement, conversion, and loyalty for brands as they grow and scale. Customers
love our easy-to-use platform that connects first party data across the systems, surfacing
powerful insights and automating predictive cross-channel messages.

Dotdigital's 350+ employees serve mid-market and enterprise companies around the world and
across industries. We aspire to inspire responsible marketing and are committed to
sustainability, privacy & security. Dotdigital is proud to be the world’s first carbon neutral,
ISO140071, ISO 27701 § 1ISO27001 certified marketing automation platform.

www.dotdigital.com

dotdigital
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/ About Merkle

Merkle is a leading data-driven customer experience management (CXM) company that
specialises in the delivery of unique, personalised customer experiences across platforms and
devices. For more than 30 years, Fortune 1000 companies and leading non-profit organizations
have partnered with Merkle to maximise the value of their customer portfolios. The company’s
heritage in data, technology, and analytics forms the foundation for its unmatched skills in
understanding consumer insights that drive hyper-personalized marketing strategies. Its
combined strengths in performance media, customer experience, customer relationship
management, loyalty, and enterprise marketing technology drive improved marketing results
and competitive advantage. With 11,000+ employees, Merkle is headquartered in Columbia,
Maryland, with 50+ offices in the Americas, EMEA, and APAC. In 2016, the company joined
denstu. For more information, contact Merkle at 1-877-9-Merkle or visit www.merkleinc.com.

-MERKLE

a dentsu company
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/ About Foresight Factory

Foresight Factory’s mission is to help our clients ‘see beyond’ with consumer trends and data
insights. We help our clients see further by revealing different, better answers for their
business. Foresight Factory has tracked global consumer behaviour and needs since 1996. We
interpret shifting behaviours and signals to uncover what matters most to consumers today -
and tomorrow. Our strategic focus is how to implement trends across four strategic business
goals; eliminate uncertainty, strengthen brand relevance, drive growth and optimise spend.

www.foresightfactoru.co

Bl Foresight
Bl Factory
H Seeing Beyond
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/ Copyright and Disclaimer
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in a retrieval system of any nature, without the prior permission of the DMA (UK) Ltd except as
permitted by the provisions of the Copyright, Designs and Patents Act 1988 and related
legislation. Application for permission to reproduce all or part of the Copyright material shall be
made to the DMA (UK) Ltd, DMA House, 70 Margaret Street, London, WIW 8SS.

Although the greatest care has been taken in the preparation and compilation of this report, no
liability or responsibility of any kind (to extent permitted by law), including responsibility for
negligence is accepted by the DMA, its servants or agents. All information gathered is believed
correct at September 2021. All corrections should be sent to the DMA for future editions.
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