is where the best minds and the
best content meet on the web to learn about
“What’s Next” in payments and commerce.
Our interactive platform is reinventing the
way in which companies in payments share
relevant information about the initiatives that
shape the future of this dynamic sector and
make news. Our data and analytics team
includes economists, data scientists and in-
dustry analysts who work with companies to
measure and quantify the innovation that is
at the cutting edge of this new world.
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4 CONSUMER
——A INFLATION
P SENTIMENT PYMNTS

nflation may be decelerating, but U.S. consum-
ers are having to make tough choices about their
spending, and they don’t like it.

The U.S. dollar has lost 12% of its purchasing power

in the last 24 months, impacting the share of income
consumers use to pay for everything from gasoline to
eggs to clothing. With just 4% of consumers PYMNTS sur-
veyed saying their wage increases have kept pace with
inflation, people of all economic stratum are feeling the
effects, especially those in the most precarious financial
positions. Most consumers living paycheck to paycheck
with issues paying bills, 79%, say their financial situation
is worse now than a year ago.

Economists are saying there are reasons to remain hopeful.
Jobs continue to be added to the economy, which shows
promise in keeping a recession at bay, and the price of
gasoline, which impacts all other costs, is slowly decreas-
ing. Even so, most consumers remain pessimistic and
skeptical of positive messaging, with 60% believing retail
prices will continue to rise and 62% expecting a recession

to begin within the next couple of years.
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Consumers say that the rising cost of
essentials such as groceries, housing and
fuel forces severe cutbacks on discretionary
spending, and 70% of the surveyed

And so, the belt-tightening begins as U.S. consum-
ers start making hard sacrifices. Do they maintain

their standing tradition of a weekly date at a fancy consumers who made retail purchases have
restaurant or cook at home instead? Do they take cut dOW“ on nonessential retail spending.
their yearly flight to Grandma’s house for the holi- ,

days or simply have a video call? Do they get their SIXty'One pel’Ceﬂt Of thOSG Surveyed Say
child the trendiest toy on the market for her birth- their households cannot handle any further

day or settle for a few necessities? Choices like

o | | o price increases. According to the Bureau
ese will be top of mind for Americans in the o .
coming months as they prepare for a recession of Labor Statistics (BLS), the average price
that may or may not come while COpIﬂgWIth rising increase Of Consumer goods in
prices and wages that have not kept pace. :

the last year was 8.5% in July 2022.

Consumer Inflation Sentiment: Inflation Slowly
Ebbs, But Consumer Outlook Remains Gloomy ex-
plores the American consumer experience with
decreasing affordability. We surveyed 2,169 U.S.
consumers of various financial lifestyles and de-

mographics between August 16 and August 23 to Consumers are forced to make tough choices about what they need, what
better understand how they perceive the current they want and what is simply “nice to have” Nonessential items, especially
economic situation and to reveal the decisions retail and travel, are taking a back seat to essentials such as food and shelter.
they have made in response as well as their per- Forty-eight percent of consumers who have spent on travel related services

ceptions of how much more severe the situation in the last 30 days plan to stay home more often and travel less to reduce
may become. fuel expenses. Among those who do intend to hit the road, 36% of them

intend to switch to low-cost travel providers and 35% plan to travel to places
This is what we learned. closer to home.
Many customers have deemed retail goods such as clothing as “nice to have”
and are looking to cut back. Fifty-four percent of retail consumers intend to
switch to cheaper merchants, while 44% plan to reuse items before buying
more.
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Figure 1A Figure 1B
Changes in consumer spending to manage inflation
Portion of consumers who have taken specific actions in regard to grocery shopping

Changes in consumer spending to manage inflation
Share of consumers who have taken specific actions in regard to retail shopping

Cut down on nonessential spending

62.3%

Cut down on nonessential spending

60.2%

_ = = Switched to cheaper merchants
=
P
Rt fhans Purchase from local merchants _19'2%
I, - - I -
Purchase from local merchants Trade goods and services -
7.5% 2.4%
Trade goods and services - Other .
Other I1.4% Not impacted
g e 1555
0 10 20 30 40 50 60 70
Not impacted o2 @ ~ugust2022 @ July2022
0 10 20 30 40 50 60 70 80 Source: PYMNTS
Consumer Inflation Sentiment, August 2022
@ August2022 @ July 2022 N = 1,900: Consumers who have paid for grocery products in the last 30 days, fielded August 16, 2022 - August 23, 2022
Source: PYMNTS
Consumer Inflation Sentiment, August 2022
N =1,364: Consumers who have paid for retail products in the last 30 days, fielded August 16, 2022 - August 23, 2022
Consumers are looking to reduce costs even with essential spending on items
such as food. More than three-quarters of restaurants users, 78%, expect to eat at
home more often to save money, and 38% intend to go to restaurants with lower
prices. Sixty-two percent plan to cut back on unnecessary grocery expenses and
48% will switch to less expensive merchants. s = s .5:3?.\1
$22F N e 1176

While these approaches are reasonable from a consumer standpoint, reduced _\,\\a

consumer spending puts the overall economy at further risk.
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Figure 1C
Changes in consumer spending to manage inflation

Share of consumers who have taken specific actions in regard to travel

Stay at home more often

Switch to low-cost providers

Travel to places closer to home

Choose cheaper modes of travel

Travel to places where | can stay with friends instead
of hotels

Other

o] |
N )
o -y
I

15.4%
Not impacted
17.4%

0 5 10 15 20 25 30 35 40 45 50 55

@ August2022 @ July 2022

Source: PYMNTS
Consumer Inflation Sentiment, August 2022
N = 302: Consumers who have paid for travel services in the last 30 days, fielded August 16, 2022 - August 23, 2022

Figure 1D
Changes in consumer spending to manage inflation

Consumer Inflation Sentiment

Portion of consumers who have taken specific actions in regard to restaurant dining

Eat more at home

77.8%

77.3%

Go to restaurants with lower prices

Go to restaurants with lower quality products

Other

Not impacted

0 10 20 30

35.9%

40 50 60 70 80 90

@ August2022 @ July2022

Source: PYMNTS
Consumer Inflation Sentiment, August 2022

N = 1,431: Consumers who have paid for restaurant services in the last 30 days, fielded August 16, 2022 - August 23, 2022
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The average consumer still expects
high inflation to last until May 2024,
despite the modest decreases
in inflation month over month.

The average consumer expects inflation to continue at its current rate for
more than 22 months into the future. Consumers living paycheck to pay-
check with issues paying bills are the most pessimistic, with 28% saying they
believe inflation will continue at its current rate for longer than two years.

Figure 2A
Consumers settle in for long-term inflation
Consumers' expected time to stabilization, sample average

5/14/2024

8/23/2022

653 5/3/2024

7/20/2022

Source: PYMNTS
Consumer Inflation Sentiment, August 2022
N = 2,169: Complete responses, fielded August 16, 2022 - August 23, 2022

Consumer Inflation Sentiment

Figure 2B

Consumers settle in for long-term inflation
Consumers’ expected time to stabilization, by financial lifestyle

Do not live paycheck to paycheck 619 5/2/2024
Live paycheck to paycheck without issues paying 605 4/18/2024
bills
Live paycheck to paycheck with issues paying bills 670 6/23/2024
0 100 200 300 400 500 600 700 800
Days

Source: PYMNTS
Consumer Inflation Sentiment, August 2022
N = 2,169: Complete responses, fielded August 16, 2022 - August 23, 2022

A major cause of this pessimism is that even though gas prices have dropped,
other prices, including those of groceries and retail goods, have continued to in-
crease. Consumers are most pessimistic about grocery prices, with 64% expecting
them to keep rising through the next year. Sixty-one percent of consumers expect
price increases in restaurant meals, and 60% expect to see retail prices increase.

M
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WAGES TRAIL INFLATION

Consumer Inflation Sentiment | 13

Wage increases have failed to keep pace with inflation for 86% of consumers. Overall,
32% of consumers expect their financial standing to worsen in the next year, down
ever-so-slightly from 35% in July.

Pessimism is even higher among struggling consumers. Sixty-two percent say they are
in a worse place financially than they were a year ago, and 38% expect their financial
situation to deteriorate in the next year. Among consumers who live paycheck to pay-
check with issues paying bills, 79% say their financial situation is worse than it was

a year ago, and 45% expect their financial situation to continue to deteriorate in the
coming year.

Figure 3A
Inflation has outpaced wage growth

Share of consumers whose income has decreased, increased or stayed the same due to inflation in the last 12 months

15.9%

Aug-22

Jul-22

16.1%

0 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

 Decreased @) Unchanged . Increased, less than inflation . Increased, on par or similar to inflation . Increased, more than inflation

Source: PYMNTS
Consumer Inflation Sentiment, August 2022
N = 2,169: Complete responses, fielded August 16, 2022 - August 23, 2022

Figure 3B
Inflation has outpaced wage growth

Share of consumers whose income has decreased, increased or stayed the same due to inflation in the last 12 months, by financial
lifestyle

Do not live paycheck to paycheck 10.415

Live paycheck to paycheck without issues paying bills ?.955

Live paycheck to paycheck with issues paying bills 29.415

0 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

D d @ Unchanged @ Ir i, less than inflation @) Inc d, on par or similar to inflation @) Increased, more than inflation

Source: PYMNTS
Consumer Inflation Sentiment, August 2022
N = 2,169: Complete responses, fielded August 16, 2022 - August 23, 2022

Just 4% of all consumers surveyed said their wage increases outpaced inflation in
the last 12 months.

© 2022 PYMNTS All Rights Reserved



Nearly three in 10 consumers think
we are already in a recession.
Consumers’ perceptions are shaped by
the impact of inflation and labor conditions
within their own personal ecosystem,
regardless of what economists say.

The purchasing power of the U.S. dollar has dropped approximately 12% in
the last two years, and for many consumers, the very real impact on their
spending power outweighs any positive news from the Feds.

The U.S. government (both the BLS and the Fed) have a more optimistic
outlook on the current economic situation than consumers, using job growth
and other factors as evidence that we are not in a recession. BLS data from
July showed a deceleration in the inflation rate, decreasing to 8.5% in July
from 9.1% in June!

Despite these nuggets of good news, however, 62% of U.S. consumers expect
a recession in the next two years, and 48% think it will happen in the next
year. Financially struggling consumers are the most likely to believe that the
U.S. is already in a recession, including 34% of consumers living paycheck to
paycheck with issues paying bills and 29% of consumers annually earning
less than $50,000.

"U.S. Bureau of Labor Statistics. Consumer Price Index unchanged over the month, up 8.5 percent over the year, in July 2022. U.S.
Bureau of Labor Statistics. August 2022. https://www.bls.gov/opub/ted/2022/consumer-price-index-unchanged-over-the-month-
up-8-5-percent-over-the-year-in-july-2022.htm. Accessed August 2022.

Consumer Inflation Sentiment |

Figure 4A
Consumers’ gloomy economic predictions
Share of consumers who expect a recession, by demographic
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Economy will improve

Economy will remain unchanged
Economy will worsen at least somewhat 78.3%
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Live paycheck to paycheck with issues paying bills 68.9%
More than $100K

S$50K-$100K

Less than $50K
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Source: PYMNTS
Consumer Inflation Sentiment, August 2022
N = 2,169: Complete responses, fielded August 16, 2022 - August 23, 2022
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Figure 4B Figure 4C
Consumers’ gloomy economic predictions Consumers’ gloomy economic predictions
Consumers’ prediction of time until a recession begins, by demographics of those who think it will start within the next year Consumers’ prediction of time until a recession begins, by demographic
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n the coming months, consumers will have to make daunting choices

about their spending — some trivial, some more significant. Reassur-

ances from economists hold little sway for consumers who expect

to make major sacrifices in the coming months. Merchants hoping to

survive in this climate should be sensitive to the sacrifices their patrons
will have to make.

METHODOLOGY

Consumer Inflation Sentiment: Inflation Slowly Ebbs, But
Consumer Outlook Remains Gloomy, produced independently
by PYMNTS, examines and analyzes inflation’s impact on con-
sumers. We surveyed 2,169 U.S. consumers between August 16
and August 23 about their experiences and perceptions. Our
respondents’ average age was 47, 52% were female and 36%
earned more than $100,000 annually.

DISCLAIMER

The Consumer Inflation Sentiment report series may be updated periodically. While reasonable efforts
are made to keep the content accurate and up to date, PYMNTS.COM: MAKES NO REPRESENTATIONS
OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE CORRECTNESS, ACCURA-
CY, COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE OF OR RESULTS THAT MAY BE
GENERATED FROM THE USE OF THE INFORMATION OR THAT THE CONTENT WILL SATISFY YOUR RE-
QUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVIDED “AS IS” AND ON AN “AS AVAILABLE”
BASIS. YOU EXPRESSLY AGREE THAT YOUR USE OF THE CONTENT IS AT YOUR SOLE RISK. PYMNTS.
COM SHALL HAVE NO LIABILITY FOR ANY INTERRUPTIONS IN THE CONTENT THAT IS PROVIDED AND
DISCLAIMS ALL WARRANTIES WITH REGARD TO THE CONTENT, INCLUDING THE IMPLIED WARRAN-
TIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE, AND NON-INFRINGEMENT
AND TITLE. SOME JURISDICTIONS DO NOT ALLOW THE EXCLUSION OF CERTAIN WARRANTIES, AND,
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SHOULD NOT BE LIABLE SHOULD IT EXERCISE ITS RIGHT TO MODIFY, INTERRUPT, OR DISCONTINUE
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PYMNTS.COM SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR, SHALL
NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR
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