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How to Forecast Consumer Demand More 
Accurately Amid Unprecedented Uncertainty

Even in the most stable of times, demand forecasting involves some 
uncertainty. But in IRI’s forecasting work, we have recently seen an 
acknowledgment among our clients that our current environment is 
one characterized by more unpredictability than ever before. And their 
approach to forecasting is changing in response.

CPG manufacturers were expecting that COVID-related supply chain 
disruptions and labor issues would have been less of a concern by this 
time than they are. And few expected the Russia/Ukraine conflict and 
China’s zero-COVID policy restrictions to last for more than a few months, 
instead of becoming lengthy ordeals with potentially long-lasting supply 
chain implications. 

At the same time, shifts in consumer behavior in response to inflation, 
product shortages and other issues have also been unpredictable 
and sometimes inconsistent with historical norms. Looking at how 
consumers have responded to similar situations in the past and 
mapping it onto current events as a predictor for what will happen next 
doesn’t work as well as it once did. 
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A New Approach to Developing and  
Managing Forecasts

As a result, the days of putting together a demand forecast, feeling 
pretty good about it and not thinking about planning for another 12 
months are gone — at least, for now.

Demand forecasting is more of a business imperative than ever. But 
there’s a growing understanding among many manufacturers that it 
will be an ongoing process. Clients are saying things like, “We need a 
number for our planning, but we understand that it will not be right.”

Forecast models are point-in-time estimates that typically assume that 
the behavior is going to continue moving forward. Historically, some 
may have said, “This is the behavior we have. And we will assume that 
this is the behavior we can look forward to for the next 24 months.” But 
now, our clients are saying, “I don’t think we can expect that behavior to 
remain the same.”

The companies that are managing this uncertainty most effectively are 
looking at the numbers continuously, monitoring the forecasts versus 
actual results closely, and actively revising them as needed. It’s critical 
to stay agile and look closely at how things are actually differing from 
forecasted results. You must stay on top of short-term changes because 
things are changing faster than in a normal environment.

The days  
of putting 

together 
a demand 

forecast and  
not thinking 

about planning 
for another  
12 months  

are gone.
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Ten Considerations for Scenario Planning

We are seeing some major trends emerge that will affect how brands 
must think about their scenario planning moving forward. They include:

1. Lower-than-expected price sensitivity. 
Despite aggressive inflation, consumers have adjusted to a new, 
higher level of pricing more than you would expect. And that has 
changed manufacturer expectations. But as this dynamic unfolds 
in real time along with the reality of rapidly changing consumer 
behavior, there’s a very real possibility that consumers will crack, 
and that we will see a bigger shift to private label, to less expensive 
products and packages, and to less of an emphasis on product 
innovation. Shoppers may become unwilling to pay $1 more for 
that new product or flavor or packaging. For now, we are still seeing 
unexpectedly low volume declines compared to the scale of the 
price increases that consumers have faced. 

2. Macroeconomic factors. 
As central banks across the world raise interest rates to calm 
inflation, we are seeing growing expectations of a global recession 
in 2023, as evidenced in these steadily worsening GDP predictions 
over the past several months from the Fannie Mae Economic & 
Strategic Research (ESR) Group:

Expectations for Real GDP Growth

In March 2022In March 2022 In April 2022In April 2022 In July 2022In July 2022 In Sept. 2022In Sept. 2022

For 2022For 2022 2.3%2.3% 1.2%1.2% 0.1%0.1% 0.0%0.0%

For 2023For 2023 2.2%2.2% -0.1%-0.1% -0.4%-0.4% -0.5%-0.5%

Source: Fannie Mae Economic & Strategic Research (ESR) Group

These growing recessionary headwinds could potentially dampen 
consumer spending in the coming months and years, with an impact 
that could vary greatly by category.

While consumers 
have adjusted to 
price increases, 
they might soon 
hit their tipping 
point and shift 
to private label 
or cheaper 
products.

https://www.worldbank.org/en/news/press-release/2022/09/15/risk-of-global-recession-in-2023-rises-amid-simultaneous-rate-hikes
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3. A bifurcation in consumer behavior. 
As inflation cools temporarily, but remains very high in year-over-year 
terms, we are seeing somewhat of a split in consumer behavior. 
As some channel shifting emerges among lower-income shoppers 
from grocery to Target or Walmart, or to dollar stores, retailers that 
typically cater to higher-income shoppers (like Costco) are also 
doing well. In fact, the club channel is also the only channel that has 
posted consistent increases in both household penetration and trips 
per shopper over the past two years, in addition to increasing share.

Sales Share Shifts by Channel 2021-2022

$ Sales Share$ Sales Share

GeographyGeography 52 WE Oct. 3, 202152 WE Oct. 3, 2021 52 WE Oct. 2, 202252 WE Oct. 2, 2022 Share ChangeShare Change

Food/DrugFood/Drug 44.3%44.3% 43.7%43.7% -0.6%-0.6%

ConvenienceConvenience 18.5%18.5% 17.9%17.9% -0.6%-0.6%

Mass & DollarMass & Dollar 28.4%28.4% 29.4%29.4% 0.9%0.9%

Club & OtherClub & Other 8.8%8.8% 9.0%9.0% 0.2%0.2%

© 2022 Information Resources Inc. (IRI). Confidential and proprietary.

And while some consumers trade down to lower-cost products, 
to more eating at home, or to lower-cost options when dining 
out, real opportunities for premiumization with higher-income 
shoppers remain.

While some 
consumers 
trade down 

to lower-cost 
products, real 

opportunities for 
premiumization 

with higher-
income shoppers 

remain.
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4. The surprising durability of working from home.  
While schools and colleges have returned fully to in-person 
learning, the work-from-home (WFH) trend has shown unexpected 
resilience. As recent Census Bureau data showed, nearly 18% of 
people across the U.S. worked from home last year. And the share 
in many large urban and suburban areas was much higher, topping 
45% in cities like Seattle, San Francisco and Washington, D.C. And 
some experts predict that the trend could even increase in 2023 for 
some types of work, even as more employers push for workers to 
return to the office at least part-time.  

Total U.S. Workplace Mobility: Reduction in office trips (increase in work-from-home) 
since the onset of the pandemic

Source: Google COVID-19 Community Mobility Reports
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https://www.washingtonpost.com/dc-md-va/2022/09/15/dc-work-from-home-census/
https://www.forbes.com/sites/bryanrobinson/2022/02/01/remote-work-is-here-to-stay-and-will-increase-into-2023-experts-say/?sh=637bdb6620a6
https://www.washingtonpost.com/business/2022/08/31/remote-work-return-to-office-flexible-work/
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5. Out-of-home versus at-home consumption.
Dining out costs 3.4 times more than food purchased at retail for  
at-home consumption, according to the Bureau of Labor Statistics. 
But inflation for food at home has been outpacing that of on-
premise dining, a trend that might be contributing to the at-home 
food dollar losing share in recent quarters. 

CPG Food Away  
From Home

CPG Food At Home

Source: USDA, Economic Research Service, Food Expenditure Series

Source: USDA, Economic Research Service, Food Expenditure Series

Nevertheless, the continuing relative affordability of at-home dining 
versus foodservice for cash-strapped consumers — coupled with 
high ongoing WFH projections — is likely to sustain strong spending 
on food at home.   

Inflation for Food at Home Versus Away From Home 

Food At Home Share
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6. Lasting supply chain uncertainties. 
Manufacturers have gone through several cycles of supply chain 
issues over the past few years, and these concerns are starting to 
take a more prominent role in scenario planning. Companies are 
evaluating where they are right now, what they expect moving 
forward, and how that will impact the product on the shelf. 
Companies that have experienced these disruptions may not 
know whether it will happen again. But they have gained a better 
understanding of what the likely effect will be on sales if it does — 
and they are incorporating these learnings into their forecasts. 

7. Evolving thinking on product assortments. 
In typical times, a reduced assortment or distribution has been linked 
to an expectation of reduced sales. But that has not been happening 
in our recent environment as many manufacturers have reduced their 
SKUs to better ensure availability on shelf. As brands consider adding 
more products back to their assortments, this is also something that 
warrants ongoing monitoring from a demand standpoint with the 
same rigor we apply to changes in product pricing.

8. Tactical debates on “shrinkflation” versus price increases. 
As CPGs attempt to navigate our inflationary environment, we are 
seeing different approaches. For some products, we are seeing 
nothing change from a packaging standpoint, but prices increase. 
For others, brands are choosing instead to opt for subtle packaging 
changes to keep pricing the same, but shrink that 16-ounce 
package to 15.2 ounces, for example. In an environment exhibiting 
some signs of reduced brand loyalty, the latter may be a savvier 
move for certain categories like toilet paper, in which consumers 
are unlikely to notice the difference. “Now I can’t afford to buy this 
brand I used to buy because it costs 10% more than the next-best 
product” may more accurately represent consumer thinking for 
these types of products.
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9. Ongoing shifts in e-commerce behavior. 
It is critical to monitor how and where products are sold because 
of the rapid shifts we are seeing in consumer behavior. Fueled by 
COVID-19 considerations, e-commerce grew rapidly in 2020 after a 
period of more moderate and consistent year-over-year growth. But 
in a time of higher consumer mobility and higher inflation, we may 
see a return to more modest e-commerce growth. This should be 
monitored for its impact on demand, and to identify opportunities 
to price products higher for certain consumer segments that are 
willing to pay a premium for the convenience of online shopping.

Total U.S.  Total U.S.  
CPG sales CPG sales 

52 WE  52 WE  
Oct. 7, Oct. 7, 
20182018

52 WE 52 WE 
Oct. 6, Oct. 6, 
20192019

52 WE 52 WE 
Oct. 4, Oct. 4, 
20202020

52 WE 52 WE 
Oct. 3, Oct. 3, 
20212021

52 WE 52 WE 
Oct. 2, Oct. 2, 
20222022

E-comm $ shareE-comm $ share 7.9%7.9% 9.8%9.8% 13.8%13.8% 17.1%17.1% 18.6%18.6%

E-comm $ YoY GrowthE-comm $ YoY Growth  28.9%28.9% 60.5%60.5% 32.4%32.4% 18.4%18.4%

© 2022 Information Resources Inc. (IRI). Confidential and proprietary.

10. Changing media effectiveness. 
As the relative effectiveness of linear television advertising, social 
media platforms, connected TV and other channels continues to 
shift, this changing landscape must also be considered in scenario 
planning — especially in our brave, new world of data deprecation. 
It’s important to model what happens to sales if your campaign 
results are slightly better or worse than projections.

In a time of 
higher consumer 

mobility and 
higher inflation, 

we may see 
a return to 

more modest 
e-commerce 

growth.
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The Best Way Forward

Using IRI’s demand forecasting solution, you can input these and 
countless other variable dimensions. IRI leverages its unrivaled CPG 
data assets, which include five years of longitudinal sales data and 
corresponding causal information that we can link it to in order to 
understand the impact of your decisions and external factors on sales. 
Using this data, our extensive in-house modeling expertise, and the 
power of our forecasting technology, we can help clients run a forecast 
incorporating all the variables they want to consider. And we can 
complete it within 10 minutes or fewer. 

In this landscape, in which any forecast is uncertain, working from the 
best and most comprehensive data is critical. And so is being able to 
adapt quickly and revise your forecasts in real time as the world and the 
corresponding consumer behavior change. 

In this environment, understanding past performance is key. But 
knowing future trends, ahead of time, is instrumental. Demand 
forecasting is critical for gaining an accurate understanding of the 
impact of key external factors and brand choices for long-term 
planning, and for effectively adjusting to short-term seasonal sales 
and trends. 

In our work on large multiyear forecasting projects for some of the 
world’s top companies, we have seen the benefits of this approach 
firsthand during the past few years of uncertainty. When you leverage 
the best data, monitor current conditions and respond with agility when 
things change, your forecasting approach will yield results.  

We cannot always predict the turbulent seas ahead. But effective 
demand forecasting is like going to sea in a vessel with a state-of-
the-art navigation system, multiple outboard motors and a steady 
hand on the tiller. There are no guarantees, but it’s likely to work out 
better for you than if you set out in a sailboat and hope for the best. 
The transparency and flexibility of our forecasting approach allows for 
resetting expectations with changing stimuli and quickly course-correct 
to navigate choppy waters. 

Knowing future 
trends ahead  
of time is 
instrumental.
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