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How US consumers are feeling, shopping, and
spending—and what it means for companies

The latest Consumer Pulse survey shows that, across America, people have simultaneously embraced new behaviors
and reverted to old ones. What will they do next?
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Stick to new COVID-19-era habits, or go back to the old ways of doing
things? For most US consumers, the answer seems to be “both.” Two
years into the pandemic, people across the country have discovered

that they like shopping online, but they’re also going back to brick-and-
mortar stores. They’re venturing out of their homes again, but they’re
continuing to spend money on home improvement. And—in what could
be boon or bane for manufacturers and retailers—today’s consumers are
quite willing to abandon their once-preferred brands in favor of new ones
that offer value or novelty.

The following seven charts highlight findings from our latest Consumer
Pulse survey, which was in the field between February 25 and March 1,
2022, and garnered responses from more than 2,100 US adults (sampled
and weighted to match the general US population). The survey results,
combined with third-party data on consumer spending, provide insights
into how US consumer sentiment and behavior have been evolving since
the COVID-19 pandemic began. And the evolution continues: this survey
did not address the invasion of Ukraine in any form. We believe, therefore,
that the results do not capture the full effect of the invasion on US
consumer sentiment.

It remains to be seen how—and how intensely—recent geopolitical and
economic developments will affect US consumers’ outlook. What's clear
is that, more than ever, companies must stay on top of consumers’ fast-
changing attitudes and behaviors.

How US consumers are feeling, shopping, and spending—
and what it means for companies

US consumers spent 18 percent more
in March 2022 than they did two years
earlier, and 12 percent more than they
were forecast to spend based on the
pre-COVID-19 trajectory.



Inflation hasn’t stopped consumers from
spending—yet. In the early months of 2022,
amid record inflation, US consumers continued
to open their wallets. US inflation grew to nearly
8.5 percent in March 2022, with the May 2021
to March 2022 period showing the highest
inflation in a decade. Yet, US consumers spent
18 percent more in March 2022 than they did
two years earlier, and 12 percent more than
they were forecast to spend based on the pre-
COVID-19 trajectory.

This loosening of purse strings was perhaps not
surprising: US consumers had approximately
$2.8 trillion more in savings than they had in
2019, and many didn’t hesitate to dip into those
savings as pandemic restrictions eased across
the country. But itisn’t just the savers who
have been making purchases: credit card debt
is starting to rise as well. People in every age
cohort and income group spent more of their
money, but year-over-year spending growth
was highest among millennials (17 percent)

and high-income consumers (16 percent). That
said, consumer sentiment began to dip in late
February, as we discuss further below.

How US consumers are feeling, shopping, and spending—
and what it means for companies

US consumer spending remained robust through March 2022, although
nominal year-on-year growth was less than in late 2021.

US credit card spend,’ year-over-year % change
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"Includes data on credit card spending and some debit card spending among banked consumers; excludes cash or government-related spending (eg, electronic
benefits transfer), spending for channels where non-credit-card forms of payment (eg, cash, check, bank transfers) are common (eg, healthcare, insurance,
utilities, housing), credit card spending by small businesses, and spending at small, independent retailers (ie, mom-and-pop stores). Year-over-year growth in
monthly sales during current period (Feb 2020—-Mar 2022), compared with monthly sales in prior period (Feb 2019—-Mar 2021).

°Re-forecasted spending from Mar 2020 to Mar 2021 calculated by growing Feb 2020—Mar 2021 spending by the same 1-month growth rate observed between
Feb 2019 and Feb 2020.

Source: Affinity Solutions data on credit card spending from Feb 2019 to Mar 2022
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Consumers continue to spend more on certain
product categories, but inflation is slowing
volume growth. In some categories, much of the
growth in spending in February and March 2022
was because people bought more; inflation
accounted for only a small portion of growth.
This was especially true in categories that
boomed during the pandemic: sporting apparel,
pet supplies, cosmetics, and software and
electronics. But in other categories—including
gasoline, restaurants, and travel—inflation

has masked a drop in volume of consumption.
Consumers bought mostly goods rather than
services or experiences. Spending on goods
was higher than prepandemic levels, whereas
spending on services was still 2 percent

lower than it was prepandemic—a pattern

that will likely continue until more people feel
comfortable being in crowds and attending
public indoor events.

In light of persistent inflation and the war in
Ukraine, consumer confidence—which rose
steadily through 2021—dipped in February
2022. Only 38 percent of survey respondents
said they feel optimistic, down from 44 percent
in October 2021. The steepest drop in consumer
sentiment was among high-income consumers,
a group that frequently traded up to more-
expensive products and brands in 2020 and
2021 but that might soon moderate what it buys.
Companies will need to figure out the value
equation that high-income consumers find most
compelling: Will they continue to spend but start
to trade down more than they did in 2020 and
2021? Will they shift more of their spending to
channels providing better value?

How US consumers are feeling, shopping, and spending—
and what it means for companies

In some categories and channels, increased consumption spurred more
spending growth than inflation did.

US spending growth' by category, year-over-year % change (Feb—Mar 20222)

Consumption + Inflation = Overall spending change
Wholesale clubs B o s oo
Sporting apparel _ 24 . 5 _ 28
Pet shops - 17 - 7 _ 25
Cosmetics s s 0 N o5
Fuel and parts/services - -6 _ 30 _ 24
Home B L B s 03
Software and electronics _ 20 I -2 _18
Discount stores - 8 - 8 - 16
Grocery stores I 2 - 9 - 1
Retail apparel | 1 - 7 - 9
Mass retailers 0 s M s
Drug stores and pharmacies l2 M5 M -
Restaurants [ = Lk Bs
Travel Bl -3 I s B
Telecom/cable 0 lo 2
Out-of-home entertainment || | | I -33 B3 I 0

Share of total spend,® %

2y 1
9
8
7 7 5 5
. - | | | | | | | |

Grocery Home Fuel and Restaurants | Software and Drug stores Cosmetics Out-of-home
stores parts/services electronics | and pharmacies entertainment
Travel Mass retailers Telecom/ Retail Wholesale Sporting Discount Pet
cable apparel clubs apparel stores shops

‘Includes data on credit card spending and some debit card spending among banked consumers; excludes cash or government-related spending (eg, electronic benefits transfer),
spending for channels where non-credit-card forms of payment (eg, cash, check, bank transfers) are common (eg, healthcare, insurance, utilities, housing), credit card spending by
small businesses, and spending at small, independent retailers (ie, mom-and-pop stores). Year-over-year growth in monthly sales during current period (Feb—Mar 2022) adjusted for
inflation compared with monthly sales in prior period (Feb—Mar 2021) not adjusted for inflation. Re-forecasted spending from Mar 2020 to Mar 2021 calculated by growing Feb 2020 to
Mar 2021 spending by the same 1-month growth rate observed between Feb 2019 and Mar 2021. Figures may not sum to totals, because of rounding.

2To demonstrate the impact of inflation on growth, data for the current period were adjusted for inflation and compared with the equivalent prior period adjusted for the COVID-19 pandemic.

3Share of total credit card spending calculated by summing the spending from Feb 2022 until Mar 2022 for each category, then dividing it by the sum of these categories.
Source: Affinity Solutions data on credit card spending from Feb 2021 to Mar 2022; Stackline Amazon spending data from Feb 2021 to Mar 2022; US Bureau of Labor Statistics;
McKinsey analysis
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The “loyalty shake-up” continues. More US
consumers reported switching to different
brands and retailers in 2022 than at any time
since the beginning of the pandemic—and
most of them say they intend to incorporate
that behavior into their routines. Their reasons?
With inflation at a record high, more people are
looking for value; price is at the top of the list of
consumers’ motivations for switching. Almost
all consumers—90 percent—have noticed

that prices are going up. In particular, they’ve
noticed significant price hikes in two things
that many people buy multiple times a week:
gasoline and groceries. Among consumers
who said they’ve switched brands, slightly
more than a third said they opted to buy private-
label products.

Availability, which was a big reason for switching
in 2020 and 2021, still matters a lot but is less
of a differentiator than it was at the height of
the pandemic, when some brands couldn’t keep
up with demand and were constantly out of
stock. Meanwhile, brand purpose is now less

of a buying factor for consumers than it was in
2020. Novelty, on the other hand, has steadily
risen in importance. Consumers are keen to

try something different, making innovation

an imperative for brands that want to win (or

win back) consumers. Combining innovation
with the perception of better value could be a
particularly attractive offer.

How US consumers are feeling, shopping, and spending—
and what it means for companies

More US consumers are switching brands and retailers now than in 2020
and 2021, and about 90 percent plan to continue doing so.

Shopped a different brand recently,
% of respondents

Shopped a different retailer/store/
website recently, % of respondents

percentage ‘ percentage
+13 points +9 points
46
43
36 37
28 ~90% of
consumers who
28 have switched

brands or retail-
ers plan to
incorporate
these new
behaviors into
their routines

Sept Oct Feb Sept Oct Feb

2020 2021 2022 2020 2021 2022

Source: McKinsey COVID-19 US Consumer Pulse Surveys: Feb 25—Mar 1, 2022, n = 2,160; Oct 9-15, 2021, n = 2,095; Sept 18—-24, 2020, n = 1,026; sampled and
weighted to match the US general population aged 18 years and older
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Shoppers are spending more both online and in
stores. People began shopping online in droves
at the start of the pandemic, when they didn’t
have much of a choice. But it turns out that many
people enjoy the convenience that e-commerce
offers. Even when brick-and-mortar stores
reopened, spending in online channels
continued to climb. Year-on-year growth in
e-commerce was 27 percent in March 2022; the
total upliftin e-commerce penetration, from the
onset of COVID-19 until March 2022, was

33 percent.

Contrary to what some in the industry predicted,
the rise in e-commerce hasn’t made brick-
and-mortar retail obsolete. In fact, in-store
spending is recovering at a healthy clip—with

8 percent year-over-year growth in March
2022, compared with approximately 5 percent
in early 2021. Providing a seamless experience
in both online and offline channels is becoming
table stakes for brands and retailers. In addition,
companies would do well to differentiate the
service and experience of in-person shopping,
while giving consumers reasons to continue to
visit their websites and apps.

How US consumers are feeling, shopping, and spending—
and what it means for companies

US consumers continued to spend more money online, but they also
returned to physical stores through 2021 and early 2022.

Retail spending growth, by channel,’ %
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"Includes data on credit card spending and some debit card spending among banked consumers. Year-over-year growth in monthly sales during current period

(Feb 2020—-Mar 2022) compared with monthly sales in prior period (Feb 2019—-Mar 2021). Re-forecasted spending from Mar 2020 to Mar 2021 calculated by grow-
ing Feb 2020—Mar 2021 spending by the same 1-month growth rate observed between Feb 2019 and Feb 2020.

Source: Affinity Solutions data on credit card spending from Feb 2019 to Mar 2022; Stackline Amazon spending data from Feb 2019 to Mar 2022
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Omnichannel shopping is becoming the
norm. Seventy-five percent of US consumers
say they’re researching and purchasing both
in-store and online. And this omnichannel
behavior isn’t confined to a few types of
products: consumers are doing it for both food
and nonfood purchases across a broad range
of categories. What’s more, 45 percent of
consumers say social media is influencing
their purchases.

Not surprisingly, social-media influence is
heaviest among younger people and is most
relevant in appearance-related categories
such as cosmetics and sports apparel. Social
commerce, already a phenomenon in China, is
still nascent in the US market, but one in ten
omnichannel shoppers said they’ve already
made purchases directly via social media. It’s
achannel that’s only growing in importance—
yet too many consumer and retail executives
today still haven't taken the time to educate
themselves in social media and thus are missing
out on powerful opportunities to reach and
engage consumers.

How US consumers are feeling, shopping, and spending—
and what it means for companies

Three out of four US consumers say that they are shopping both online
and in stores—and many are participating in omnichannel activities.

Consumer shopping behavior in past 3-6 months, % of respondents

Online only Omnichannel In-store only

s 1IN

Top 10 omnichannel activities,
% of respondents participating (past 3 months)

Restaurant Buy online,  Grocery Curbside Curbside Store/ App/website  Second-  Paid more  Purchased
food pick up delivery restaurant delivery  restaurant for same- hand for two-hour  directly via
delivery in store pickup app day delivery online delivery  social media

Source: McKinsey COVID-19 US Consumer Pulse Survey, Feb 26—Mar 1, 2022, n = 2,160; sampled and weighted to match the US general population aged 18 years
and older
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Even as people go out again, their “nesting” While most US consumers are returning to out-of-home activities, not all

continues. More than halflof US consumers are comfortable attending indoor events.
have already resumed their normal out-of-home

activities; another 20 percent are in the process Consumers engaging in out-of-home activities,' % of respondents
of returning to their prepandemic routines
outside the home. Almost 40 percent of survey 60 80

respondents report that they’re now exclusively
working in an office or other workplace outside 50

the home. On average, consumers are working

from home only about two days a week. But 40 40
about one-third of consumers say they aren’t

yet comfortable attending public indoor events. 3 30
Interestingly, despite resuming most of their ) 0
out-of-home activities, US consumers haven'’t

pulled back on making their homes more 1 0
attractive and comfortable. Spending on home

improvement and maintenance is still growing: 0 0
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it's 11 percent higher than pre-COVID-19 M A M
projections even after adjusting for inflation. 2020 2021 2022

Given the overall shift in the way people have
used their homes during the pandemic as well Comfort with indoor out-of-home activities,? % of respondents
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'Question: Which best describes when you will regularly return to stores, restaurants, or other out-of-home activities? Chart shows answers from respondents who
say that they are already participating in these activities.

2Question: Please rate your level of comfort with attending events that are outside of your home and held at an indoor venue.

Source: McKinsey COVID-19 US Consumer Pulse Surveys: Feb 28—Mar 1, 2022, n = 2,160; Oct 9-0ct 15, 2021, n = 2,095; Aug 25—Aug 31, 2021, n = 2,004;

Feb 18—Feb 22, 2021, n = 2,076; Nov 9—Nov 13, 2020, n = 2,024; Sept 18—-Sept 24, 2020, n =1,026; Jun 15—-Jun 21, 2020, n = 2,006; May 18—May 24, 2020,

n =1,975; sampled and weighted to match the US general population aged 18 years and older
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Consumers say they care about ESG, but

it means different things to different

people. When choosing which brands to buy,
consumers—in particular, younger generations—
say that their choices are at least somewhat
influenced by environmental, social, and
governance (ESG) factors. More than two-
thirds of younger survey respondents said at
least one aspect of ESG is very important to
them. Paramount among their concerns is that
companies are transparent and show that they
care for people (employees, customers, others
in their communities).

In general, younger consumers prioritize
authenticity and social issues such as diversity,
equity, and inclusion, whereas older consumers
pay more attention to health and environmental
issues. Today, with inflation driving many
consumers to switch brands—value has become
more of a motivator than values, so to speak—
companies that can deliver on consumers’
expectations for both value and values will be
best positioned for success.

The next US Consumer Pulse survey will be

in the field in autumn 2022. Watch for our
analysis of those survey results and our updated
perspectives on the state of the US consumer,
forthcoming on McKinsey.com.

How US consumers are feeling, shopping, and spending—
and what it means for companies

While value is paramount now, values (environmental, social, and

governance issues) still matter.

Importance of purpose in consumer purchase decisions,' % of respondents indicating “very important”
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Respondents’ top
environmental, social, and
governance statements

“Companies that put people
before profits”

“Companies that are trans-
parent in what they make/do”

“No artificial ingredients—
natural/GMO free”

“Recyclable products, packag-
ing, and related initiatives”

“Companies that value gender
equality in the workplace”

“Companies with an inclusive
environment”

'Question: When purchasing a product or brand, how important are the following factors that may be attributed to the product or brand? Respondents shown 18
statements related to environmental (eg, sustainably sourced materials), social (eg, companies that have a diverse management team), and corporate-governance
(eg, companies that are transparent about what they make and do) issues. Respondents were presented with 5 choices: very important, important, neutral, not
important, not at all important. Generation Z are people born from 1996 to 2012; millennials, from 1980 to 1995; Generation X, from 1965 to 1979; and baby

boomers, from 1946 to 1964.
?Baby boomers includes silent generation.

Source: McKinsey COVID-19 US Consumer Pulse Survey, Feb 25—Mar 1, 2022, n = 2,160; sampled and weighted to match the US general population aged 18

years and older
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