Market Outlook [November 2008]

The Pet Market Value Equation for 2009
Not since this column first appeared in September 2005 has the U.S. pet market faced such profound uncertainty.  As this column is being prepared in mid October 2008, Congress has just passed a universally unpopular $700 billion financial “bailout bill” that does not appear to have halted the economic slide domestically or abroad.  At the same time, our country is less than a month away from a U.S. presidential election that, no matter the outcome, will be historic in any number of ways, including by handing off to the new administration crisis-level (or borderline crisis-level) economic, military and domestic challenges unparalleled in the lifespan of many Americans.
In this environment pet product makers, retailers and service providers will be forging ahead. Yes, the U.S. pet market has typically been recession resistant, but there’s nothing typical about this recession, which is being compared to the Great Depression.  Thus, while “pet products at any price” (aka “premiumization”) has been the pet market mantra for several years now, looking ahead the new mantra will, this column believes, need to be value.  And because value is a multifaceted notion, it behooves each market participant to create its own value equation to meet the needs of its customer base.
For some this may simply mean more frequent price promotions and a turn toward cheaper brands.  But the most compelling value propositions will likely involve preventive health. According to Information Resources, Inc. September 2008 report, Competing in a Transforming Economy 2.0, although human healthcare products are “delivering solid growth to retailers,” the economic downswing is spurring self-care at the expense of doctor’s visits, with a fourth of consumers overall and two-fifths of those with household incomes of under $55,000 visiting doctors less often.  Conversely, demand is up for preventive products, OTC remedies (especially multifunction formulations) and private-label products.
Given the rapidity with which pet market trends track human market trends, these developments suggest opportunities in areas like functional foods, supplements, mobile services, and pet healthcare departments stocked with preventive medications and competitive store brands.  During these most uncertain times, even pet owners pinching pennies like never before may find themselves placing a new premium on their pets for the affection and sense of security they provide, and looking for new pet healthcare options that are both effective and affordable.
