
Inflation
and the Independent Grocery Industry
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Posting the largest 12 -month increase since the period ending June 1982, 
the all -items index rose 7.0 percent for the 12 months ending December

+7.0%
+0.3pt ǾǎΦ bƻǾ Ψнм

+37.3%
vs +3.5pt Nov. Ẏᶰᶯ

Used Cars and 
Trucks

Shelter
Consumer Price 

Index
All Items +4.1%

vs +0.4 pt Nov. '21
+5.9%+7.1% +7.5%

+7.4%

Annualized % Chg vs Dec. 2020

vs +0.4 pt ¸ɐʬṣ Ẏᶰᶯ vs +0.2 pt ¸ɐʬṣ Ẏᶰᶯvs +0.3 pt ¸ɐʬṣẎᶰᶯ

vs +0.3 pt ¸ɐʬṣ Ẏᶰᶯ

+6.3%
vs +0.5 pt Nov .Ẏᶰᶯ

Food

Food Away 
from Home

Food at 
Home

+6.5% +6.0%
vs +0.4 pt Nov. Ẏᶰᶯ vs +0.6 pt Nov. Ẏᶰᶯ

Shelter, Used Cars and Trucks, and Food drive increase in CPI

https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-category.htm
https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-category.htm
https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-category.htm
https://www.bls.gov/regions/new-england/northeast.htm
https://www.bls.gov/regions/west/west.htm
https://www.bls.gov/regions/midwest/midwest.htm
https://www.bls.gov/regions/southeast/south.htm
https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-category.htm
https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-category.htm
https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-category.htm
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Cereals price index Oils price index Sugar price index

Food pricing rising at different rates
Food Agricultural Organization (FAO) food price index

United Nations FAO Food Price Index
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2.6%
Mexico

24.6%
Brazil

1.5%
United Kingdom

5.7%
Poland

8.8%
Russia

17.4%
Chile

6.8%
United States

-0.5%
India

-2.5%
Philippines

1.5%
Singapore

1.5%
Australia

4.6%
South Africa

3.9%
China

1.2%
Italy

Source: NielsenIQ RMS latest available monthly data. Europe  4 w/e 4.10.21; US 4 w/e 9.10.21; Aust 4 w/e 4.9.21 Latam 08,21  

% change in latest average FMCG price 
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What is causing it?
How long will it last?
How will consumer behavior change?
What should retailers do?
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What is 
causing it?

Inflation headlines pictures



Pandemic & Inflation trends ðconsumer prices
U.S. Price Inflation Index to Total Price & Non Promoted Price 
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Total Price
Dec 2020

Jan 30
First U.S. case of 

person-to-person 

COVID-19 

transmission

Mar 11
Major sports events 

and large gatehrings 

cancelled/postponed

Aug 11
U.S. records 

5 million 

COVID-19 

cases

Nov 9
Pfizer 

announces 

~90% 

effectiveness in 

vaccine trials

Jan 2021
Vaccine 

distribution 

underway for high 

priority 

populations Jan 1 
Latest period 

of available 

data

Mar 19
USA eclipses 100 M 

vaccines adminstered

Aug 6
First case of Delta 

variant discovered in US

Dec 1
First case of Omicron 

variant discovered in US
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Labor trends

ÅPre-covid 

ÅChanging demographics

ÅIncome rationalization (child care)

ÅEntrepreneurship / Gig economy

ÅSafety
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Energy 

ÅChange in demand (covid)

ÅGlobal consumption trends

ÅForeign supply constriction

ÅGlobal instability
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HOUSING

ÅLingering housing bubble effects

ÅConstricted supply

ÅReverse urban migration

ÅInterest rate effects
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Socio-Political 
effects

ÅChanging narrative

ÅTwo income family pressures

ÅChanging labor union narrative

ÅCost of education 

ÅExtreme polarization between 
classes

ÅExtreme polarization in political 
party ideology

Percent of income going to the middle 
class,1968-2019

US Census Bureau, Jan 2021
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Massive government deficit spending

Rolex, Gucci, Channel logos
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Consumer 
behavior



15

Luxury goods market trends
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ENERGY COSTS

TRADE POLICY

Immigration Labor

Global Demand Deficit spending

Housing Security



Underlying causes and longer -term shifts

Market pressures

Rising costs of raw ingredients Rising costs of shipping Rising delivery volumes Rising costs of labor

COVID 
uncertainty

Financial 
polarization

Shifted 
consumption

Climate change

Long -term Mid -term Long -term Long -term

Socio -
Political
Long -term

Extreme weather 
events

Reverse migration Added cross 
border 
complexities

Shipping 
& port bottlenecks

More labor 
intensive 
operating models

Increased demand 
of online & 
delivery

Labor gaps in low 
wage employment

Underlying factors

Key drivers (with expected length of impact)



Sim City Economic Model
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How long 
will it last?
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How long will it last? 

ÅEnergy futures Constricted HIGHER

ÅHousing futures Constricted HIGHER

ÅInterest rate forecasts Rising LOWER

ÅPolitical instability Rising HIGHER

ÅLabor availability Constricted HIGHER

ÅShopper demand Bifurcated BOTH

36 month trend Inflation Effects
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Beware of averages: 
Inflation effects are not homogenous

Existing 
Constrained

Newly 
Constrained

Cautious 
Insulated

Unrestricted 
Insulated 

Pay attention here



23

Conflicting hypotheses

ÅGovernment subsidies end 
gone, the reality of inflation in 
food, fuel & housing sends 
people back to work, and 
depresses consumer spending

ÅWork ethic survives

ÅPeople used to government 
overspending flock to unions, 
demand higher wages,  and 
support political parties who 
promise more for less. 

ÅEntitlement mentality grows 
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The great quité

ÅBetter boss
ÅBetter opportunity
ÅMore meaningful 

work
ÅMake a difference
ÅMake more 

money
ÅHealth care / child 

care
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Opportunity 
from 
adversity
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Key question:
What can we learn from 
previous inflationary periods?

ÅOPEC 

ÅMonetary policy

ÅGold standard

ÅConsumer reactions
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14% inflation in the United States
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Understanding 
value
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Stages of shopper behavior

New brand choices, loyalty

Alternate choices, compromises

Early shopper hypersensitivity to prices
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Born in tough economy
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Purpose driven retail

The mistake people 
make is seeing Home 
Depot as a discounter. 
We were always high 
service, always teaching 
people how to do it 
ǘƘŜƳǎŜƭǾŜǎΧέ

LǘΩǎ ƻōǾƛƻǳǎ ƴƻǿΣ ōǳǘ ŎǊŜŀǘƛƴƎ 
exciting products that were also 
inexpensive was a totally new 
idea at the time. Why does 
inexpensive have to be low 
ǉǳŀƭƛǘȅΚ hǊ ōƻǊƛƴƎΚέ

Letting low income families in on the 
middle class was always the big idea. 
Cheap is just a path toward economic 
ŜǉǳŀƭƛǘȅΧέ

å å

å



32

Value (re)defined

1980 2019

ÅInexpensive 66% 65%

ÅFresh / Good Quality 52% 64%

ÅGood for me 48% 61%

ÅTaste 49% 59%

ÅConvenient / easy 42% 44%
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Consumer spending in recession

wŜŎŜǎǎƛƻƴΥ мфтлΩǎHousing Bubble Post-Covid 
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INFLECTION POINT:
In 2020, digital 

coupons exceeded 
print redemptions
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Shopper value formula

Total Spend  + Cost of Acquisition  ςIncentives  = NET MEAL 

COST

Shelf price Fuel costs
Delivery costs
Time costs

Coupons
Loyalty rewards
Convenience  
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Value visibility demonstrated

$3.88 per 
person

$11.88 per 
person

$19.68 per 
person
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Value visibility 
explored
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Value Visible 
tactics
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Key words:
Family
Less
Fresh
Local
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Overt value of local
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