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Premium drinks thrive in UK's
economic downturn

The UK's continued demand premium alcoholic beverages in a

recession
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In the shadow of a technical recession that has gripped the UK economy, it's fascinating
to observe the resilient spirit of consumers, especially in their approach to indulging in
life's little luxuries. Despite the economic downturn marked by a 0.3% shrinkage in the
gross domestic product (GDP) in the last quarter of 2023, as reported by the Office for

National Statistics (ONS), it seems that the UK's appetite for premium alcoholic



beverages remains undiminished. This scenario presents an intriguing dichotomy in
consumer behavior and spending trends amidst financial constraints, offering a silver

lining for the drinks industry in these challenging times.

The research by London-based firm Mintel sheds light on a crucial aspect of consumer
behavior during economic downturns. While the instinct might be to tighten the belt
across all areas of spending, the reality paints a different picture. About 28% of
consumers perceive their financial situation as healthy, and an additional 44% feel
they're managing okay, indicating a significant portion of the population still finds room
for discretionary spending. Toby Clark, Mintel's director of EMEA research, captures the
sentiment aptly by suggesting that a small economic decline doesn't markedly change
the day-to-day financial reality for many individuals. What matters more is the balance
in their bank accounts at the month's end, steering the focus towards personal financial

management rather than macroeconomic trends.

This nuanced approach to spending is particularly evident in the food and drink sector,
which often acts as a barometer for broader consumer behavior changes. Inflation and
rising prices compel consumers to increase their overall spending, yet they cleverly
navigate this landscape by cutting back on non-essentials and gravitating towards
private labels or lower-cost retailers. However, when it comes to alcohol, the narrative
takes an interesting turn. Despite economic pressures, nearly half of the adults in the
UK have splurged on premium alcoholic drinks in the year leading up to October 2023.
This trend is not limited to those with robust finances; even 42% of individuals who
describe their financial situation as tight or struggling are reaching for higher-end

bottles.

The underlying message here is clear: quality trumps quantity. People are willing to pay
a premium for an enhanced experience, be it dining at home or enjoying a night out.
Mintel's research highlights that brands positioned at the higher end of the market,
have outperformed their segments, underscoring the appeal of premium offerings.
Moreover, data from CGA corroborates this trend, revealing a preference for quality

over quantity in drinking establishments as well.



This phenomenon offers valuable insights for the drinks industry and marketers alike. In
times of economic hardship, the allure of premium products doesn't wane; if anything,
it becomes a beacon for consumers seeking to maintain a sense of normalcy and
indulgence in their lives. The key takeaway for brands is the importance of
understanding consumer priorities and adapting their offerings to meet these evolving
demands. As the UK navigates through the murky waters of a technical recession, the
drinks sector stands as a testament to the enduring power of premiumization, offering

both challenges and opportunities for innovation and growth.



