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Introduction

With many economists seeing technical signs of a national economic recovery, the question is, “Will this
translate to a better holiday shopping season in the Coastal Empire and Low Country?”

To answer this question, Georgia Southern University’s Bureau of Business Research and Economic
Development (BBRED), in conjunction with Dr. Jacqueline Eastman’s Marketing Research classes,
conducted The College of Business Administration’s semi-annual consumer survey. The COBA Poll, as it’s
often referred to, was started in 2003 as a way of focusing on consumer behavior within the Coastal
Empire and Low Country. The region is comprised of 9 counties in Georgia and 3 counties in South
Carolina which are located along the coastline or in contiguous counties such as Bulloch County. The
survey was conducted during the November 2-5, 2009 period.

Purpose and Focus

The primary focus of the poll conducted in the fall is holiday spending. The poll solicits consumer
intentions regarding the upcoming holiday shopping season in the following areas:

(1) Expected number of gifts to be purchased;
(2) How much consumers are planning to spend;
(3) Types of items to be purchased;

(4) Expected methods of purchase;

(5) Where consumers plan to shop; and

(6) Holiday travel plans.

Year-over-year comparisons are made in order to note peaks, slippages, and trends in spending. A
stratified random sample is used to make the survey representative. The survey results are combined so
that they sustain measurements that represent the total consumer market. There were 527 individuals
polled out of a sample size of about 2700. This equates to a 4.3% margin of error.

The survey provides data that can be statistically beneficial in assessing overall consumer purchasing
trends and reasons behind this behavior. It also measures consumer confidence and buying power.
Moreover, the survey results provide a better understanding of the socioeconomic and demographical
factors that contribute to consumers’ decisions and behaviors. Consumers are specifically asked
guestions regarding their income, ethnicity, level of education, age, marital status, and number of
children inside the home. Data from the surveys is also used to develop preliminary conclusions behind
certain consumer behavior based upon the demographic factors.
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Summary Highlights

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

Consumer confidence levels remain low. Although leading economic indicators suggest the
early stages of a recovery, it has not been felt yet by “main street” consumers and businesses.

Consumers are less pessimistic than in 2008. The decline in pessimism is reflected in some
modest improvement in terms of future expectations related to income and job security.
Eighteen percent (18%) of the surveyed participants see the economy as better than last year
(2008), compared to only 3% in last year’s survey. In addition, the percentage of respondents
who felt the economy is worse than the previous year dropped from 84% in 2008 to 56% in this
year’s survey.

Fifty percent (50%) of respondents are planning to buy gifts for 7 or more family members. As
such, unit sales at the retail level may be consistent or slightly higher than 2008.

Discounts will be the key factor this holiday shopping season. Participants intend to “value
shop” — seeking bargains and products which are aggressively discounted. Approximately 36%
of participants are looking for 25-50% discounts before shopping. Another 15% of participants
are seeking discounts up to 75%.

Based upon consumer confidence levels and a slight improvement in future expectations,
consumers are taking a “wait and see” approach and scaling back on holiday spending from the
levels in 2007-2008. Forty two percent (42%) of the participants plan to spend less this year
compared to last year.

Fifty-two percent (52%) of participants plan to buy gifts using cash and debit cards, consistent
with 2008 intentions. It appears that participants are using cash and debit card purchases to
control spending.

Participants intend to spend an average of $75.00 per gift, significantly lower than the $101.00
per gift in 2008 and $132.00 per gift at the peak of the economy in 2006.

Similar to 2008, discount stores such as Wal-Mart and Target and department stores continue to
be the preferred choices for consumers seeking to stretch their holiday shopping budgets.
Eighty-five percent (85%) of participants are likely or somewhat likely to shop at discount stores;
70% plan to make some of their holiday purchases at department stores such as Macy’s or Belk.
The biggest drop-off will be shopping in designer stores (such as Coach, Saks, etc.) Only 12%
plan to shop in designer stores, compared to 18% in 2008.

Online shopping is expected to increase at double digit growth rates again this year. Fifty four
percent (54%) of participants plan to purchase some gifts online. However, online shopping will
continue to serve as only one source for gifts; it is not replacing the “in person” shopping
experience.

(10) As in 2008, clothing, books, DVDs/CDs, toys and electronics continue to be the most popular

gifts according to survey participants. A slight shift to electronic-related gifts (at the expense of
clothing) was evident in the 2009 survey results compared to 2008.
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Summary Highlights (continued)

(11) Gift cards will continue to be popular holiday presents for many consumers. Fifty-four percent
(54%) of the participants plan to give gift cards as a portion of their holiday presents. 30% of
the participants plan to purchase three or less gifts cards; 15% plan to purchase 7 or more gift
cards.

(12) The good news for local retailers is that consumers plan to shop close to home. More than 50%
of participants plan to shop within 15 miles of their home and only 8% expect to travel more
than 45 miles for holiday shopping. Trips to Macon or Augusta, as well as weekend shopping
sprees to Atlanta or the Mall of Georgia are less likely than in past years. As such, local retailers
should benefit from higher consumer traffic volumes.

(13) Holiday travel is expected to increase this year compared to 2008. This appears to represent
some initial signs of increasing consumer confidence and expectations of an economic recovery
in 2010.

It should be noted that the survey did not include any questions about consumers buying gifts for
themselves, while shopping for others. Personal shopping is clearly a component of holiday seasonal
sales (especially during “Black Friday” week-end and “Cyber Monday”) and the after Christmas exchange
and clearance period. However, past experience suggests that consumer intentions for personal
shopping and actual behavior vary significantly. For purposes of this survey, customer intentions for
personal shopping cannot be considered a reliable indicator of actual items that will be purchased.

Empirical Evidence to Date:

Please note that initial empirical evidence, related to consumer purchasing behavior nationally during
the Thanksgiving week and “Black Friday” weekend, appears to support the findings in the Coastal
Empire/Low Country survey. Although the data is still coming in as this report goes to print, it appears
that:

(1) Consumers are taking advantage of deep discounts to stretch their holiday spending budget.
Items at deep discounts sold quickly, and unit sales increased approximately 11% for the first
few days of the “official" shopping season. Revenues were up marginally due to discounting
and consumer preferences for value shopping.

(2) Consumers are “down-sizing” gifts — moving back to basic gifts instead of the extravagant
excesses sold during the 2005-2007 period.

(3) Online sales increased 21% during the Thanksgiving week, prior to the traditional “Cyber
Monday”. Home network television shopping was up 36% above 2008 levels. Although
consumers continue to flock to retail stores, the convenience of shopping from their couches or
dens is becoming an increasingly popular alternative for some customers.

(4) Learning their lessons from 2008, retailers are branding the “Black Friday” concept in their
advertising. It is expected that major retailers will offer “Black Friday” promotions throughout
the holiday shopping season to maintain customer traffic flow and satisfy the needs of value
conscious consumers.
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Consumer Economic Outlook
In 2009, consumers are less pessimistic than they were a year ago. This is illustrated in Chart 1.

Chart 1
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Eighteen percent (18%) of survey respondents see the economy as better than last year; this is up from
a six year low last year of 3%. This increase is an initial sign that we are starting the recovery process.
We are not yet back to the 2004-2007 levels. This year 56% of respondents stated that the economy is
worse than last year, compared to an all time high of 84% last year.

Another sign of economic recovery in the area is a drop in the number of consumers who think that the
cost of living is rising. Please see Chart 2.

Chart 2
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In 2009, 61% of those surveyed thought the cost of living had increased from the previous year,
compared to 81% in 2008. This number is down from the 81% of respondents who felt this way last
year. Two increases were also noted. Those that felt the economy had stayed about the same
increased from 12% in 2008 to 28% in 2009. Respondents who thought that the prices had fallen
changed marginally and were only 7% in 2009.
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The survey also featured questions regarding consumer savings. The results are displayed in Chart 3.

Chart 3
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Forty-six percent (46%) of respondents said they were saving less money, 36% stated they were saving
about the same and 14% said they were saving more than last year.

Consumers were also polled on their financial situations —i.e. how they are now doing financially
compared to 2008. Chart 4 contains the financial data.

Chart 4
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Based upon the responses, survey participants are somewhat less pessimistic now compared to a year
ago as noted below:

A 33% of the participants believe they are worse off financially in 2009 compared to 43% in 2008.

A 15% of the participants feel better off in 2009 versus 12% last year.

However, the slight improvement perceived by participants still reflects a relatively high degree of
pessimism compared to 2006 when 32% felt they were financially stronger and only 17% believed their
personal financial situation had worsened.
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Holiday Spending

Who and When?

As a start to the holiday spending portion of the survey, respondents were asked how many family
members they are planning to buy gifts for. Results were virtually consistent with last year. The average
person will be buying gifts for 4-6 people. Fifty percent (50%) of respondents are planning to buy gifts
for seven or more individuals. The responses demonstrate that the amount of gifts that people are
planning to purchase is fairly steady from year-to-year. As such, sales volumes should remain consistent
this season.

When are consumers planning to complete their shopping? This year the plan of most consumers is to
get their shopping done as quickly as possible, as noted in the survey responses as follows:

A
A

A

A

11% of respondents had completed the majority of their shopping before the start of the survey.
15% were planning to be done with their main shopping in November--before Thanksgiving.

59%, or the majority of shoppers, are planning to be finished with the bulk of their holiday
purchases by December 15.

15% of respondents are waiting until after December 15 to finish most of their shopping.

Finally, discounts are going to be a key factor this holiday season. Respondents were asked a general
question about what level of discounts that will be needed before they start shopping. The results are

listed below:
A 14% will not require discounts before shopping.
A 22% are looking for discounts of less than 25% before shopping.
A 36% are looking for discounts between 25%-50% before shopping.
A 15% will need deeper discounts of 51-75% before shopping.
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How Much andwWhat Method of Paymer?

Consumers are ignoring the impending economic recovery and their marginal improvement in financial
status as an opportunity to spend more this season. It is apparent that participants have not felt any
tangible benefits yet. This is typical when the economy is in the transitional stages towards recovery.

Chart 5 displays the holiday shopping percentages from 2004-2009.

Chart 5

Gift Shopping for the Holiday Season
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More respondents than ever have indicated that they will be decreasing their holiday spending this year.
Poll results indicate the reduction in spending:

A 42% of respondents said that they will decrease their spending compared to 38% in 2008.

A 47% of respondents said that they will maintain the same spending habits from last year.

A 51% of participants said they were planning to spend about the same when polled in 2008.
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When asked how they were planning to finance holiday spending, 52% of respondents answered that
they are not planning to use credit cards. This is in line with last year’s result of 51% of respondents who
answered the same. The responses suggest that about half of consumers are trying to reduce their long
term debt and only purchase items they can make cash payments for. This point is further illustrated by
the drop in the amount consumers are planning to spend for each gift. The reduction in spending per
gift is displayed in Chart 6.

Chart 6
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Respondents indicated that they’re only planning to spend an average of $75 for each person’s gift. In
2008, the average gift price was $101 per person. There has been a steady decline in average gift costs
since 2005, when gift prices peaked at an average of $138 per person. In 2006 and 2007, average gift
prices per person were $132 and $120 respectively. In response to the impact of the recession,
consumers have become more cautious in their spending habits and saving patterns.
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Shopping Options

This year consumers are not planning on making major changes in the types of stores they are shopping
at as compared to last year. This is a further indication that individuals are planning to be cautious in
their shopping this holiday season. A view of the year over year comparison is available in Chart 7.

Chart 7
Shopping Options
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In 2009, 86% of respondents answered that they are likely or somewhat likely to use discount stores
such as Wal-Mart or Target for some of their holiday shopping. There is also a consistent trend in
shoppers who are likely or somewhat likely to shop at department stores like Belk or Macy’s. These
percentages are virtually the same as in 2008. The largest drop was in the designer store industry. That
number decreased from 18% in 2008 to 12% in 2009.

Online Shopping Continues to Grow

Consumers continue to move to the internet for their shopping needs. This is the highest level of online
shopping ever recorded by the survey. The stats are listed below:

A 54% of survey respondents are planning to shop online for holiday gifts this year. Thisisa 10%
increase above last year’s result of 44%.

Despite the increase in online shopping, 41% of the respondents will still do less than half of their
shopping online this year. It appears that people still want the “in-person” shopping experience.
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Holiday Gift Purchases

Consumers are not planning on making major adjustments to the items they purchased last year. Chart
8 displays a year- over- year comparison of what consumers are gifting this year.

Chart 8

Items Purchasing
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This year it appears that slightly fewer people are planning to buy clothing, books, DVDs/CDs and toys
than they did in 2008. The differences are minor however. The results are listed below:

A 73% of respondents said they would be making clothing purchases this year as opposed to 78%
in 2008.

A 55% of consumers will be making electronic purchases this year, whereas only 50% made
electronic purchases in 2008.

Gift Cards

This year it appears that 54% of respondents are planning to purchase gift cards, compared to 56% in
2008. Participants varied in their intentions regarding the number of gift cards they will purchase as
presents as noted below:

A 30% will buy three or fewer gift cards.

A 12% will purchase between 4-6 gift cards.

A 11% are planning to buy 7 or more gift cards.
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Shopping Close to Home

Finally, people are looking to shop close to home this year. This is another sign that consumers are
exercising caution in all of their holiday spending habits. Chart 9 displays the 2008 over 2009 results.

Chart9
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This year, 50% of those responding are planning to shop 15 or fewer miles away from their homes. Last
year, 51% of people traveled the same distance.
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Travd Plans

Many people and families plan to travel over the holiday season and 2009 is no different. This year
there is a significant increase in people who are planning to travel. The data is displayed in Chart 10.

Chart 10

Travel Plans Over 50 Miles
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In 2009, 47% of those responding to this question are planning to travel, up from 31% in 2008. This
increase is perhaps a sign that the economy is starting to recover and may also reflect lower gasoline
prices in 2009. Of the participants planning to travel this year, the breakdown is:

>~

18% will be staying in state.

>~

13% are planning to visit a neighboring state.

>~

14% are planning to go farther than a neighboring state though remaining in the US.

>\

2% are planning to travel to international or overseas destinations.
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