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A distinguished CED Trustee Roundtable convened to discuss Consumer Trends:
What to Expect in 2024 focusing on the trends underlying consumer preferences and
what they portend for our consumer-based economy.
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Trusted Insights for What’s Ahead ™

The Committee for Economic Development, the public policy center of The Conference Board (CED), convened a
CEO Trustee roundtable, February 26, 2024, to discuss consumer trends and preferences and what they portend
for our consumer-based economy in 2024. The discussion, which started with a broad overview of consumer
preferences and changing trends during and after the pandemic, included deeper assessments from various
sector perspectives on what trends were unfolding in 2024. The roundtable was held under Chatham House rule.
Following are key insights.

Overview on Spending Trends

¢ In a strong labor market, increasing wages and higher purchasing power allow for higher spending; at the
same time, the use of credit has been increasing, leading to a rise in personal debt.

e The psychology of the consumer has changed since the pandemic. Seeing the pandemic, wars, and
geopolitical tensions, the consumer is upset by uncertainty and tends to “live today and spend today” — a
trend especially true for the younger generation.

o People will continue to spend on things they really enjoy, while cutting back in other categories. People
are seeking out experiences.

e Expenses on essentials have been rising rapidly. As food costs rise, consumers are trying to reduce costs
by seeking out deals, shopping at bargain retailers, or buying smaller package sizes. Similarly, shopping
at secondhand stores has lost its stigma, as people are thinking more frugally and trying to reduce waste.

e This environment offers many opportunities for companies. Companies should also consider
communicating price increases transparently, as consumers appreciate transparency and honesty
regarding pricing. Open communication helps brand reputation.

e Some companies are offering social meetups, such as running groups, to bring people together to socialize
and spark new connections in a way that is associated with their brand — bringing people together becomes
part of the brand.

¢ Increased purchases in health and wellness and small indulgences (such as ice cream) are a lasting
trend from the pandemic.

o Consumers appreciate sustainability; however, it is not generally the key factor driving a purchase, as the
premium price of sustainable products can be up to 30% higher in consumer-packaged goods. Instead, if
all other factors (including price and quality) are the same, then people prefer the more sustainable
product.

e Social indicators on products have become increasingly prominent — consumers feel good about
spending with companies with good working conditions and equitable pay. People are very worried about
climate change, but they do not know how they can mitigate it. This suggests a role for employers to
serve as a good role model, to explain the issue, and to educate employees and customers.

A Deeper Dive into Consumer Preferences and Trends

e Higher consumer spending reflects not only higher government spending in response to the pandemic but
increases in wealth from higher global asset prices, benefiting many consumers.

e A major correction in asset pricing would highlight the fragility of the situation, and a number of geopolitical
risks could impact consumption.

o Demand for housing remains strong despite high interest rates, with a rebound in residential construction as
housing values appreciate. Many consumers who own homes were able to refinance at a lower rate.
However, they are reluctant to trade out for a high interest rate, leading to stickiness in the resale market --
and causing a boom in new construction.

e This year is likely to see slower wage growth, with modest increases instead of 5-7% last year.

e Thereis record low job turnover — about 10% compared to 30% during the pandemic, and people are staying
in jobs longer — what one might term the “Great Hesitation.”

e Real wages have risen for jobs at all skills levels, causing people to remain in their jobs.
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The Consumer Shift to Services and Experiences

o There has been an enormous shift in consumer preferences, starting even before the pandemic. During the
pandemic, spending on goods rose while that on services fell. Now, there is a large shift to discretionary
services, and people are seeking out experiences.

e As smaller companies struggle, the consolidation of retail continues, and very large retailers, both physical
and online, are seeing strong results.

e Inflation is real and caused a downshift to lower-priced products. But consumers are not stopping spending;
the question is where consumers are spending money.

e Branded companies are struggling with competition from China and other cheap online sources and as
consumers focus on star ratings rather than brand names. In this environment, companies need to show they
are a brand with purpose and authenticity, showing what makes their brand different, becoming involved in
communities, and showing high value to consumers.

o Still, some consumers are under pressure from debt. The middle three income quintiles are accruing more
debt but being cautious; members of this group want to spend on experiences — eating out, vacations, self-
care, health.

e Spending on children and pets has risen; there is a focus on having fun. It is a good time to be in a business
that offers people experience and helps them to have a good experience.

e Younger consumers would rather save money by living with their parents than forgo the opportunity to travel
and have new experiences.

The Impact of Inflation and Consumer Reliance on Credit

e Banks’ deposit balances have fallen about 14% from their peak but still remain high compared to historic
levels.

e Debt servicing costs for consumers peaked in 2010, fell, and have remained relatively stable as many
consumers have rolled other debts into their real estate loan. Real disposable income has also grown
substantially, but debt has also risen.

e However, on the credit side, loan delinquency rates are rising, heading back towards normal levels from
abnormally low levels but remaining well below historic averages.

e While no individual point on possible weakening of the consumer market is particularly concerning,
considering all the points together suggests there is more stress on the consumer than may appear from the
data.

e So long as consumers believe their jobs are safe, so long as they can make regular monthly payments easily,
they will continue to spend and borrow. But if there is any significant reduction in employment levels, the
consumer spending currently buoying the economy would dissipate quickly with a major change in the labor
market. 2024 is likely to be a year of moderation. While spending patterns should be normal all year, it will be
important to pay attention to jobs and employment nhumbers to determine if trends will shift.
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Overview on Spending Trends

Consumers continued to spend last year for several reasons: First is the strong labor market; increasing wages
and high purchasing power allow for higher spending, while some people continue to use savings they
accumulated during the pandemic. At the same time, the use of credit has been increasing, leading to a rise in
personal debt. Further, since the pandemic, the psychology of the consumer has changed; the consumer, seeing
the pandemic followed by wars and other geopolitical tensions, is upset by uncertainty and unpredictability and
tends to “live today and spend today.” This seems to be especially true for the younger generation.

This year, consumer spending will likely be fairly strong, albeit a little slow. People will continue to spend on things
they really enjoy, while perhaps cutting back in other categories. Expenses on essential services such as housing,
insurance, and health care have also been rising rapidly. During the pandemic, spending on goods rose while that
on services fell. Now, there is a large shift to discretionary services, and people are seeking out experiences.
Spending on leisure services reflects age group differences. The younger generation is more interested in
splurging, and many are living with their parents and/or receiving parental financial support. Knowing what the
consumer wants can yield good results for business.

Self-care forms a higher percentage of spending on discretionary services. Consumers are cutting back in areas
such as clothing and live entertainment and are taking shorter vacations. Food costs make up 11% of people’s
budgets; consumers are trying to reduce these costs by seeking out deals, shopping at bargain retailers, or
buying smaller package sizes. Shopping at secondhand stores has lost its stigma, as people are thinking more
frugally and trying to reduce waste. “Buy now pay later” mechanisms have become very popular and might be
fueling some debt. Online shopping continues to grow, as shoppers will not abandon its convenience, but
consumers are accepting longer delivery times and other changes to save money.

This environment offers opportunities for companies, Companies should consider offering discounts and coupons
which are becoming increasingly attractive. As the use of coupons has declined, a company offering a coupon
deal might stand out a bit more. Companies should also consider communicating price increases transparently, as
consumers appreciate transparency and honesty regarding pricing, including cost breakdowns as some
companies have down. Open communication with consumers helps brand reputation; companies should do their
best to avoid bad publicity on price increases, as for instance happened with a soft drink company and a large
French grocery chain which now refuses to stock the company’s products thinking its price increases were too
high.

Health and Wellness

The increased purchase of health and wellness products and services is a lasting trend from the pandemic. Many
people are focused on purchasing “clean foods,” and more are abstaining from alcohol, at least for part of the
year. Non-alcoholic bars have become increasingly popular. Since the pandemic, mental and social health have
suffered, and people have become more conscious of their need for social interaction. Some companies are
offering social meetups, such as running groups, to bring people together to socialize and spark new connections
in a way that is associated with their brand — bringing people together becomes part of the brand.

Small Luxuries

In economically weaker times, consumers tend to trade down to smaller luxuries to save money. Last year,
research found that ice cream was the number one small indulgence on which people are willing to increase
spending. Small indulgences such as coffee to-go and cupcakes also saw increases. People may also tend to buy
a small ticket item from a luxury brand, such as lipstick or nail polish; companies seek to use these purchases as
a way to make connections with consumers.

Sustainability

Consumers appreciate sustainability; this is especially true for younger and urban people. Secondhand shopping
is now considered cool; this trend towards sustainability has higher income groups increasingly shopping
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secondhand. However, sustainability is not generally the key factor driving a purchase, as the premium price
associated with sustainable products can be up to 30% higher in consumer-packaged goods. Instead, if all other
factors (including price and quality) are the same, then people prefer the more sustainable product. Social
indicators on products have become increasingly prominent — consumers feel good about spending with
companies with good working conditions and equitable pay. People are very worried about climate change, but
they do not know how they can mitigate it. This suggests a role for employers to serve as a good role model, to
explain the issue, and to educate employees and customers.

A Deeper Dive into Consumer Preferences and Trends

Spending as Economic Growth

Consumption comprises 70% of US GDP. Because Americans purchase goods from all over the world, much of
the global economy, as well as the US economy, depends on the US consumer. In recent years, consumers
enjoyed not only higher government spending but many people also experienced a large increase in wealth from
global asset prices, stocks, and bonds. Multiple different asset classes have driven this increase in wealth which
has benefited many consumers, not just the top 1%. Another factor driving consumption with this increase in
wealth is technology: technology allows use to see and imagine experiences we want to have (for instance,
travel). This supports higher consumer spending, even as different generations have different spending habits. A
concern to keep in mind is how much of this consumption depends on global asset pricing. A major correction in
pricing would highlight the fragility of the situation; in addition, there are a number of geopolitical risks that could
impact consumption. Many American consumers are in good shape thanks to strong jobs growth. Currently, it is
not hard for to find a job or get increases in pay. Further, many consumers who own homes were able to lock in a
lower rate.

Housing

The housing market continues to play a significant role in driving economic growth. Demand for housing remains
strong despite high interest rates, with a rebound in residential construction as housing values appreciate.
However, those who were able to lock in a low interest rate are reluctant to trade out for a high interest rate. This
stickiness in the resale market has caused a boom in new construction. As consumer balance sheets seems
strong and their ability to pay seems to be holding well, the Millennial generation is interested in buying single-
family homes after delaying longer than most other cohorts. On the downside, discretionary large remodeling
projects have suffered over the last few months. The vast majority of products used for domestic construction are
manufactured in the US, and since the pandemic, the majority of supply chain challenges have eased.

Labor Market

Last year, with the labor market in duress, saw a 5-7% increase in wages; this year is likely to see slower wage
growth, with modest increases closer to a 3% cost of living adjustment more in line with normal expectations is
expected. There is record low turnover, about 10% in contrast to 30% during the pandemic, and people are
staying at their jobs longer — a situation one might term the “Great Hesitation." This slows down the labor market,
probably a necessary correction after an overheated situation.

Real wages have risen for jobs at all skills levels, with blue and gray collar jobs having raises up to 10%. This
increase in wages among different skill levels contributes to improving income equality. These raises cause
people to remain in their jobs. This trend is especially true among young people who are settling in jobs, thinking
that a job does not represent their whole identity and still want flexibility in work but that the job is good enough for
now and pays the bills.
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Insights into the Consumer Shift to Services and Experiences

Consumer Preferences

There has been an enormous shift in consumer preferences, starting even before the pandemic. As people spent
more time at home during the pandemic, most companies catering to spending at home did well despite supply
chain challenges. Coming out of the pandemic, companies began reacting differently. Today, there is a strong
macro picture with plenty of jobs, confident consumers, and sustained wage growth. As smaller companies
struggle, the consolidation of retail continues, and very large retailers, both physical and online, are seeing strong
results.

Higher demand for consumer products is driven by strong consumers. Inflation is real and caused a downshift to
lower-priced products. But consumers are not stopping spending; the question is where consumers are spending
money. During the pandemic, people needed to clean more, and many got pets. Spending on pets remains a
strong category; the “humanization” of pets and the idea of being a “pet parent” has driven the consumer to feed
their pets higher grade food. The shift to online retail will continue, as it gives consumers an endless shelf of
product choices. Branded companies are struggling due to competition from China and other cheap online
sources and as consumers focus on star ratings rather than brand names. In this environment, companies need
to show they are a brand with purpose and authenticity, showing what makes their brand different, becoming
involved in communities, and showing high value to consumers.

Spending on Services

Some consumers are under a lot of pressure from debt. The top quintile of consumers are doing fine and
continues to spend on luxury items. The middle three quintiles are under the most pressure and are being very
careful about their spending. This cohort is accruing more debt but is being cautious; members of this group want
to spend on experiences — eating out, vacations, self-care, health. Most retail spending remains above
prepandemic levels, but spending on food and luxury items has fallen. People are spending more on fitness and
outdoor activities; spending on barbecuing and grills is up as people try to manage their expenses and have an
experience in the backyard. Spending on children has risen. Both children and adults are playing more sports and
spending in this area. While the consumer is under pressure, they continue to spend on things they want to spend
on. There is a focus on having fun. It is a good time to be in a business that offers people experience and helps
them to have a good experience.

Younger consumers would rather save money by living with their parents than forgo the opportunity to travel and
have new experiences. There is a large increase in the desire to travel — travel lies at the heart of the experiences
that consumers seek. Many travelers want a personalized travel experience based on their interests, featuring
tours and shows that feel personalized to them; companies are offering this type of recognition and suggestions,
in planning travel, people are trying to economize. There used to be a longer booking window of planning in
advance for travel, but today consumers do not plan as far ahead. It used to be the norm to book a trip many
months in advance, and now many travelers will book a hotel on the day of travel. Many people traveling for
business will tack on a few days before or after for leisure — this is a different mindset than before the pandemic.
Postpandemic “revenge travel” has ended, but consumers still want to make time for travel.

The Impact of Inflation and Consumer Reliance on Credit

During the pandemic era, consumers had excess savings, and banks experienced a surge in deposit balances
because of stimulus funding. This trend peaked in 2021, and soon after consumers began to deplete those higher
balances. Balances have fallen about 14% but still remain significantly high compared to historic levels. Also
during the pandemic, many homeowners refinanced their homes and rolled many other debts into their real estate
loan, lowering overall debt servicing costs. The debt servicing cost for consumers has declined after peaking in
2010, falling and then remaining relatively stable. Real disposable income has also grown substantially.
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On the credit side, loan delinquency rates are rising, heading back towards normal levels from abnormally low
levels but still well below historic averages. Consumers continue to spend on experiences, with year-over-year
spending on entertainment, airlines, lodging, restaurants, and bars increasing in 2023 but now declining.
However, this trend is starting to slow down from their rapid increase in activity. Two spending categories are
rapidly increasing: fuel and groceries. The consumer is spending more on transit than in recent years.

There is now more debt. The consumer has relied on the increased value of their homes to restructure their debt
and continue to sit on higher cash balances. Credit card utilization is down, and borrowing has come down
slightly. There has also been an increase in auto loan delinquencies, possibly from the subprime sector. Charge
offs on credit card balances are rising to pre-pandemic levels, a sign of weakness in consumer sentiment. Some
adult children still rely on their parents for financing their lifestyles; most students should be able to handle student
loan repayments.

Credit Utilization

Companies specializing in data processing can have a strong view into consumer trends. Compared with one
year ago, consumer spending seems to be normalizing, moving from discretionary to less discretionary spending,
from small businesses to discount stores, in a more normal consumer spending pattern with a healthier balance
between discretionary and nondiscretionary categories. Second, while no individual point on possible weakening
of the consumer market is particularly concerning, considering all the points together suggests there is more
stress on the consumer than may appear from the data. The trend of “buy now pay later,” for instance, is loading
more debt onto consumers. So long as consumers believe their jobs are safe, so long as they can make regular
monthly payments easily, they will continue to spend and borrow. But if there is any significant reduction in
employment levels, this will put greater pressure on the consumer; the consumer spending currently buoying the
economy would dissipate quickly with a major change in the labor market. In the meanwhile, 2024 is likely to be a
year of moderation. While spending patterns should be normal all year, it will be important to pay attention to jobs
and employment numbers to determine if trends will shift.

Conclusion

Strong consumer spending continues to drive economic growth. Although spending has declined come down in
recent years as savings weaken and a greater share of spending shifts to nondiscretionary items, in a still strong
labor market, consumers continue to spend on recreation and leisure. This increased spending has caused
consumers to collect more debt, and loan delinquency rates are rising towards normal levels. Despite this rise in
debt, consumers still want to spend on experiences, rather than goods. An underlying caution to this generally
positive trend is whether the labor market will remain strong; another is a possible market correction. Finally, a
maijor global upheaval could lead to a reduction in consumer spending. But for now, even as spending corrects
towards historic norms, the picture is generally bright.
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Roundtable Participants

Dr. Lori Esposito Murray (Moderator), President, Committee for Economic Development

Special Guest presenter:

Denise Dahlhoff, PhD, Director of Marketing & Communications Research at The Conference Board

Trustee Discussants:

Mark Bissell, Chairman and CEO, Bissell Homecare

Byron Boston, President, CEO and Co-ClO, Dynex Capital, Inc.

Vincent Delie, Chairman, President and CEQO, F.N.B. Corporation and First National Bank
Julian Francis, President and CEO, Beacon Building

Marissa Geist, Chief Executive Officer, Cielo

Ken Hicks, Executive Chairman, Academy Sports + Outdoors

Barry McCarthy, President and CEO, Deluxe

John Murray, President and CEO, Sonesta International Hotels Corporation

About The Conference Board

The Conference Board is the member-driven think tank that delivers Trusted Insights for What's Ahead ™. Founded in
1916, we are a non-partisan, not-for-profit entity holding 501 (c) (3) tax-exempt status in the United States.
www.ConferenceBoard.org

The Committee for Economic Development (CED) is the policy center of The Conference Board. The nonprofit,
nonpartisan, business-led policy center delivers trusted insights and reasoned solutions in the nation's interest. CED
Trustees are chief executive officers and key executives of leading US companies who bring their unique experience
to address today’s pressing policy issues. Collectively, they represent 30+ industries and over 4 million employees.
www.tcb.org/us/committee-economic-development
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