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The pandemic may be over, but consumer spending shifts endure
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Consumers changed the way they shop and pay

The pandemic national emergency ended on May 11, 2023, closing
the book on a challenging three-year period.! The coronavirus
inflicted serious damage to the economy and public health, and
while some of its effects have begun to fade, others could persist. In
early 2020, when people were asked to stay home and merchants
were ordered to limit visitors to their physical storefronts, online
shopping really took off. E-commerce was already on a sharp upward
trajectory, growing exponentially since its inception several decades
ago. The lockdowns accelerated its adoption by consumers, pushing
its share of overall retail sales as high as 18 percent.2 After a brief
reversion to trend, e-commerce momentum began to increase again,
indicating a lasting shift in consumer behavior. At the same time,
credit card usage expanded rapidly, displacing cash.? The transition to
online shopping partly explains this trend, but consumers also began
using credit cards more frequently for in-person transactions, with
credit cards becoming the dominant form of payment for the first
time on record.

Goods gained a larger share of the consumer budget

During the pandemic, when face-to-face services were largely
unavailable, the typical budget shifted dramatically toward goods.*
Furniture and recreation were early leaders, as people upsized their
homes and filled the extra space with couches, exercise bikes and
electronics. The work-from-home movement induced demand for
office equipment, and city-dwellers who no longer had access to
public transit purchased a large number of used cars. Even clothing
sales shot up, as comfort took precedence over style. Lastly,
groceries (a good) replaced restaurant meals (a service), shifting the
consumer budget even further. Inflation was partially responsible for
this broad-based change, as prices for goods increased more quickly
than prices for services, but even after adjusting for inflation,
consumers spent much more on physical items than before the
pandemic. Budgets have partially reverted to their previous balance
between goods and services, but the slow nature of this reversal
suggests a structural shift has occurred.

Consumers became much more responsive to wealth

When consumers gain wealth, their spending typically increases. In
2017, for every additional dollar of wealth, consumers spent an extra
9 cents.5> By 2022, this wealth effect had increased to 34 cents,
giving wealth a much larger role in spending decisions. Why did the
wealth effect increase so quickly? Because household net worth
has exploded, the retiree population has expanded, and financial
news reaches consumers faster than ever before. The wealth effect
has a particularly strong influence on travel spending. When
markets do well, travel spending increases sharply. When markets
do poorly, travel suffers. In such an environment, understanding the
wealth effect and following financial markets has become a critical

aspect of business intelligence.
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Accessibility Notes

Fig. 1. Line chart showing e-commerce share of overall retail sales. The chart has a monthly line for e-commerce
share of retail sales, and another line for the 1992-2019 trend. Both lines start in January 1992 and end in April 2023.
E-commerce share of retail starts at 1.6 percent and increases exponentially, reaching 10.8 percent by December
2019. Itincreases quickly in early 2020, reaching 17.9 percent in April 2020. It then descends to 13.3 percent by July
2021 before increasing to 14.9 percent in April 2023. The trend line shows an exponential increase that closely
follows e-commerce share of retail from January 1992 to December 2019. From early 2020 to early 2023, it falls far
below e-commerce share of retail, reaching only 12.2 percent by April 2023.

Fig. 2: Line chart showing the share of personal consumption expenditures spent on goods. There s a line for the
monthly share of personal consumption expenditures spent on goods, and another line for the 2019 average. The
line for monthly share of spending on goods starts in January 2020 at 30.9 percent, rises to 35.8 percent by March
2021, and declines to 33.5 percent by March 2023. The line for the 2019 average shows a value of 31.1 percent.

Fig. 3: Bar chart showing household net worth. It has bars for net worth in 2017, 2020, and 2022. Household net
worth begins in 2017 at $94 trillion, increases to $114 trillion in 2022, and increases again to $140 trillion in 2022.

Forward Looking Statements

This report may contain forward-looking statements within the meaning of the U.S. Private Securities Litigation
Reform Act of 1995. These statements are generally identified by words such as "outlook”, “forecast”, “projected”,
“could”, “expects”, "will” and other similar expressions. Examples of such forward-looking statements include, but
are not limited to, statement we make about Visa's business, economic outlooks, population expansion and
analyses. All statements other than statements of historical fact could be forward-looking statements, which speak
only as of the date they are made, are not guarantees of future performance and are subject to certain risks,
uncertainties and other factors, many of which are beyond our control and are difficult to predict. We describe
risks and uncertainties that could cause actual results to differ materially from those expressed in, or implied by,
any of these forward-looking statements in our filings with the SEC. Except as required by law, we do not intend to
update or revise any forward-looking statements as a result of new information, future events or otherwise.

Disclaimers

The views, opinions, and/or estimates, as the case may be ("views"), expressed herein are those of the Visa
Business and Economic Insights team and do not necessarily reflect those of Visa executive management or other
Visa employees and affiliates. This presentation and content, including estimated economic forecasts, statistics,
and indexes are intended for informational purposes only and should not be relied upon for operational,
marketing, legal, technical, tax, financial or other advice and do not in any way reflect actual or forecasted Visa
operational or financial performance. Visa neither makes any warranty or representation as to the completeness or
accuracy of the views contained herein, nor assumes any liability or responsibility that may result from reliance on
such views. These views are often based on current market conditions and are subject to change without notice.
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