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U.S. SPENDING HESITANT AS ECONOMIC
UNCERTAINTY PERSISTS

Alvarez & Marsal Survey of 2,100+ U.S. Consumers Highlights
Weak Consumer Confidence this fall

Consumers have maintained conservative
spending habits since last holiday's sharp
pullback

High inflation and interest rates keep
consumers cautious, with politics having
less of an overall impact

¥

Shoppers are abandoning fresh food and
restaurants for packaged meals while

reducing health purchases In August 2024, A&M Consumer
and Retail Group surveyed over
2,100 U.S. consumers to gauge
their optimism levels, shopping

Q Store loyalty programs matter more to intentions, desired purchases, and

customers than brand names as deals preferred shopping channels. Our
findings indicate a cautious

consumer mindset as we head
into the fall season, a trend that
persists from spring. Many
consumers express mixed feelings

drive decisions

about the current U.S. economic
Consumers plan to buy fewer total . ) .
. ] ] conditions, leading to increased
holiday gifts in 2024 rather than apprehension about spending.
downgrade gift quality As a result, individuals are

prioritizing saving and cutting
back on non-essential purchases.

As budgets tighten, consumers are This trend of cautious spending is
. . . expected to persist throughout

spend!ng Az lfe e researChlng a.nd the holiday season, with shoppers

spending less money overall. Retailers adopting a more measured

approach to their buying

decisions.
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need to offer value to consumers to
earn their business.




Consumer behavior shows consistency in 2024. The flat consumer sentiment since Spring
2024, with a marked decline from Fall 2023, suggests consumers made deliberate
spending adjustments after last holiday season and are maintaining these more
conservative habits rather than returning to previous spending patterns.

P
ﬁ% Saving plans ' @
are consistent from spring:

o Spending plans INSY
45 /O of consumers are also consistent from spring:
plan to save more

29% of consumers plan

.. which is flat to Spring 2024 to spend more

and down 9pp to Fall 2023*

. - .. versus 28% in Spring 2024,
*op = percentage points

this is down Tlpp compared to
Fall 2023

Spending plans for less affluent households, those earning less than $100,000 annually, have
decreased compared to the spring of 2024. In contrast, more affluent households are
showing relatively consistent planned expenditures compared to the previous spring. These
higher-income consumers are prioritizing saving over spending at a greater rate than they
were in the spring of 2024.

Plans to Save by HHI

[Net more (More - Less)]

Plans to Spend by HHI

[Net more (More - Less)]

36%
45%

AT

-10%
-13%

Fall '23 Spring 24 Fall 24

Fall 23 Spring 24 Fall 24

<$100k >$100k

<$100k >$100k
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Macroeconomic Impact on Spending

Personal financial uncertainty is driving cautious economic behavior, as consumers
struggle to understand their future financial security. The top 3 macro-economic factors
weighing on consumers are inflation, interest rates and the job market. Interestingly, the
upcoming (at the time) election was weighing the least on the minds of respondents. This
indicates that tangible outcomes are overpowering speculation when it comes to economic
concerns. With the election now over, we will continue to monitor if these pre-election
trends remain at the same level of concern.

Slightly Moderately Severely Had no
influenced influenced influenced influence

Inflation 18% 31% 28% 23%
Interest rates 17% 25% 22% 36%
Job market 16% 24% 17% 44%
Thelupecomingifatthetime) 16% 24% 12% 48%
presidential election

Other 14% 21% 1% 55%

Inflation has been on the forefront of consumers minds throughout our survey for multiple
cycles now, and this one is no different. Inflation is the number one factor severely weighing
on the minds of respondents as they filled out our survey. Interestingly, when examining the
data by age, the trend remains relatively flat, with a slight uptick in concern as age increases.
2

i’ Respondents whose economic decisions have been severely influenced by inflation

Age Group

Under 35 35 to 64 65+




Category Spending Plans

As we dive into consumer spending trends, it's clear that basic needs still dominate the
landscape. However, we are seeing a greater degree of financial scrutiny when compared
to previous cycles. For the first time we are seeing a decline in both fresh and prepared
food, and notably a significant uptick in dry packaged grocery. This indicates that
consumers are opting away from expensive meats and produce to purchase cheaper
canned and packaged alternatives.

\X Future spending plans by category over the past 3 cycles

¥ Fall 23 Net More (More-Less) [l Spring 24 Net More (More-Less) [l Fall 24 Net More (More-Less)

25%
30%

Fresh Food

Dry packaged grocery / Beverage
Personal Care (incl. Dental)
Apparel & Footwear

Pet supplies

Airline, Travel, hotel

Entertainment, Books, Media -21%

Beauty, Fragrances, Cosmetic, and Skincare -2302/%cy
S (o)

Consumer electronics / Appliances 2221%;
i (o}

Home improvement, Home décor & Furnishings i
b 0

Prepared food e

Wellness & Fithess 21%

Sports, Outdoors, Hunting / Fishing 3%

-30%
Alcohol 349 0

: -34%

Jewelry / Accessories e
What's particularly striking is the sharp downturn in wellness and fitness categories,
which have fallen from previous highs. This could indicate a shift in perception around
viewing a healthy lifestyle as more of a luxury then a basic need. These trends indicate a
that consumers have settled into the uncertain economic reality.
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When asked how they would allocate a moderate increase in income, respondents
prioritized groceries and savings, followed by travel & entertainment and restaurants.
When looking into how these trend broke down by age, we saw high/medium-income
households contributed to pushing travel / entertainment into the third position.
Additionally, lower income households were driving savings and groceries to the top of
the chart. This continues to reflect the prioritization of more essential categories in lower
income households, and a skew towards discretionary spending for higher earners.

k\
\‘;]D Where consumers would spend additional income by category

HHI Callout

12% <$75k HHI
20% >$100k HHI
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Tradeoffs by Category

..\ \& je \ The past 4 consumer sentiment surveys all
highlighted financial pressures felt by
consumers. To better understand the trade-offs
being made, we analyzed two spending
categories: groceries and beauty products. A
majority of consumers in both categories
confirmed they have adjusted their spending. In
— essential categories like groceries, consumers
plan to economize by first switching to lower-cost brands and products before switching to
a lower-priced retailer. For non-essential items, consumers will first reduce consumption and
secondly switch to a lower-priced brand at their preferred store to save money before they
would switch to a lower-priced retailer. This indicates that retailer loyalty is more important
than product/brand loyalty, allowing retailers to dial in the correct assortment at every price.

How Consumers Plan to Cut Back by Category

GROCERIES BEAUTY

I No Change [ Decreased Spending I No Change I Do notshop M Decreased Spending

N oo

:OB
P N L@UA

Reduced Reduced
Switched to a Switched to a

cheaper brand/ cheaper brand/
product at the _ 23% product at the 21%
same store same store

Switched to a Switched to a
cheaper store - 23% cheaper store - 7%
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GROCERIES
HHI: Il Under $50K [l $50-100K [ $100K-200K $200K+

i

19% 19%
17%

Switched to less Same retailer, less Reduced No change to
expensive retailer expensive brand consumption spending habits

This trend of "cost optimization" for essentials and "consumption reduction" for non-
essentials spans nearly all income levels, with consumers across all household income
brackets prioritizing cheaper grocery alternatives and reducing beauty product
consumption. A notable exception is households earning over $200,000, where over 40%
reported no changes in spending habits for either category.

BEAUTY
" 41%

o

26% 4% 259, 26%

18% 18%

Switched to Same retailer, Reduced No change to | do not shop
less expensive less expensive  consumption spending habits this category
retailer brand
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Channel Habits

Physical retail continues to demonstrate resilience, with over 60% of respondents in our bi-
annual survey consistently preferring in-store shopping to online alternatives—a trend that
has held steady for seven consecutive cycles. Unlike other consumer trends where older
shoppers help prop up a waning preference, here we see no signs of preference for in-store
shopping going away and retailers can be comfortable continuing to invest in the right set
of merchandise and experiences.

@ In-store vs. Online Shopping Preferences Over Time

67% 649 66% 64%

68%

B Fall 21
M Spring 22
B Fall 22
I Spring 23
B Fall 23
I Spring 24
M Fall 24

36% 349, 36%

37% 34% 359, 33%

In Store Online

In-store shopping popularity shows a generational pattern. It is more prevalent among
younger consumers (under 34, encompassing Millennials and Gen Z) and older shoppers
(55+), compared to middle-aged consumers (35-54). Shoppers under 35 are drawn to in-
store shopping for immediate product availability, while those 55 and older value the
chance to touch and feel product items.

@ In-store vs. Online Shopping Preferences by Age Group B instore M Online

Under 34 35-54 55+

Man Mar M1y

66% 34% 60% 40% 68% 32%
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In-store shopping preferences are primarily driven by immediate gratification and tangible
product experiences. For every age group, the highest percentage of number 1 ranked
experiences was either the ability to touch and feel the product or immediate availability.
Furthermore, 50% of respondents ranked the ability to physically interact with products as a top 3
reason for choosing in-store shopping. However outside of those categories, a different trend
emerged with age, with older demographics favoring the in-store promotions, and younger
demographics citing getting out of the house as a meaningful part of the in-store shopping

experience.

@ Most Important Aspects of In-Store Shopping

1 ‘Ability to touch and feel product

AGE GROUP CHAMPION

2 ‘Immediate availability (no shipping wait)

37% of
respondents
45 and over

selected
better
promos in
their top 3

3 ‘Better promotions and deals
4 ‘Better product variety
5 ‘Higher product availability (better in-stock)

6 ‘Getting out of the house
respondents
under 45
selected
getting
outside in
theirtop 3

7 |Ease of returns

8 ‘Positive employee interactions

9 ‘Engage with multiple businesses around retail




We wanted to gauge at which frequency
level of shopping do customers prefer,

the online or in-store experience. Grocery
was the main stand out, that skewed
heavily towards in-store for regulars and
online for the less frequent. However, all
other categories remained relatively flat,

, with a slight edge towards in-store for

the less frequent. Th|s could be because grocery is still the most expensive online shopping
experience. While all other categories normally have shipping fees waived, ordering your
groceries online comes with a hefty premium in the form of tips and services fees while
also removing the ability to make changes in the absence of a product. This underscores
that even in the face of added convenience and a potential time-saver, consumers are not
willing to pay the extra buck.

Channel preference for consumers who shop at least once a week by category
(% is number of respondents who indicated they use this channel at least several times per month

Category Physical store Online
:i’ Food & beverage (groceries) 81% 61%
@ Personal care 40% 40%
i Beauty 30% 29%
& Pet supplies 35% 32%
r Clothing & footwear 30% 35%
®) Accessories & jewelry 21% 22%

How Channel Preferences Change Based on Frequency of Visit

For both beauty and personal care, the very frequent (several times per week)
shoppers preferred the online experience, while those shopping less
frequently favored in-store

40% of consumers shop several times a week in-store for groceries. What is
perhaps more surprising, 30% reported they shop just as frequently online

1in 5 consumers shop both online and in-store just once per month for
clothing & footwear

Frequency of visits for consumers who shop for Jewelry & Accessories does not
differ for online vs in-store, 35% shop at least once a month for each channel

Consumers who only shop these categories for sales and promotions prefer to
do so online

DOOOS
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CHANNEL HABITS BY PRICE POINT

ﬁ Channel Preference by Price Point - Beauty

INn-store

Website

App

Value Full Price Luxury

@ Channel Preference by Price Point - Clothing & Footwear

In- store

Website

App

Value Off-Price Full price Luxury

We also looked at consumer channel preferences by price point and the results reveal
an interesting pattern: shopping behavior varies based on both price point and
product category. The survey data highlights a slight contrast - while luxury beauty
consumers favor digital channels, luxury fashion and footwear customers lean more
towards the physical retail experience (+5pp). This understanding should reshape how
retailers approach their pricing architecture, requiring careful calibration across both
product tiers and categories to optimize their market position and meet customers
where they naturally gravitate. Given these subtle preferences, a strategic approach to
building a cohesive omni-channel shopping landscape can help retailers capture

maximum consumer spending.
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Loyalty

Loyalty programs remain popular with customers, but driving sign-ups can still be
challenging. The most effective methods across all categories are email or text
invitations, in-store promotions, and social media campaigns. Meanwhile, more
expensive strategies like direct mail and online ads are proving less effective, ranking
lower in acquiring loyalty program members.

-

Online Ad (25%

/ =
Other K6% @@

Consumer participation in loyalty programs remained strong across all demographics,
indicating that all shoppers love a good rewards program. In 3 out of 4 categories surveyed,
31-36% of consumers signed up for loyalty programs remain active. The fourth, groceries, is
the clear winner here, with 55% of all consumers remaining active in loyalty programs.

oy

%‘@ﬁ Loyalty Participation by Category

I Active M Signed up, but rarely/never use Not participating
55%

49%

Groceries Personal Care Beauty Clothing &Footwear
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Over the past three survey cycles, our analysis has consistently tracked loyalty program
engagement. While previous cycles confirmed savings as a primary motivator, this cycle
the survey deliberately excluded direct savings as a motivator. However, with flexible and
attainable rewards being the top categories, it is clear that monetary gains outweigh an
experiential benefit. Additionally, our findings reveal a clear generational divide in reward
preferences. Nearly two-thirds of participants under 45 (64%) prioritize experiential
elements, with exclusive access being the top feature. In contrast, those 45+ show
preference for tangible benefits, with 60% prioritizing reward value and attainability. These
insights suggest the need for age-segmented approaches to loyalty program design.

Loyalty Program Motivators by Age Group (Excludes Direct Savings')

Age 45 & under Age 45+
| . |

21% - Personalization , 9%

25% - Exclusivity ’ 9%

18% - Engagement Ease - 22%

Flexible Rewards

This cycle, respondents were not given the option to select direct savings as a motivator for joining
a loyalty program

CONSUMER AND [EES
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Improved customer experience is always on the mind of retailers. User experience
becomes more important as we look to younger age groups. The older one gets, the more
they prioritize elements of savings. Younger demographics clearly favor a seamless
experience above all else. It is much easier to markdown a product than it is to develop a
smooth loyalty experience, and this requires retailers to be hyper aware of who their core
customers are and deliver them the benefits they value most.

-"-

(@ . N
0 User Experience vs. Rewards Value Loyalty Motivation by Age

B User Experience (UX) [l Rewards Value
78%

72% 9
. 64% 70%

18-24 25-34 35-44 45-54 55-64 65-74 75-80
Age Group

% User Experience vs. Rewards Value Loyalty Motivation by HHI

Just as generational differences shape consumer behavior, household income levels
play a significant role in how consumers approach and value rewards programs. Those
who earn a medium amount ($35K-$100K HHI) tend to be the ones most considering
value of rewards when considering joining rewards programs. Both ends of the
economic spectrum, both the highest earners & lowest earners, seem to place slightly
greater value on user experience aspects of rewards (personalization, exclusivity,
engagement ease) when thinking about which rewards programs are a good fit for

them.
$0-$35k $100k+
56% 56%
44% 46%
$35k-$100k
UX Value 46% sl UX Value
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Holiday Shopping

As we approach the holiday season, a clear trend of cautious spending continues to shape
consumer behavior. Households plan to spend 9% net less this holiday season compared to
last year—a noticeable decline that spans across nearly every category, from gifts and
travel to entertainment and decorations. When it comes to gift-giving, the cutbacks are
even more pronounced, with consumers planning to reduce both the number of gifts they
buy (-10% net more) and the number of people they're purchasing for (-10% net more).

@ Plans to spend this holiday season

[Net more (More - Less)]

-6%

14%

-18% () Gifts for Myself

-19% Holiday Decorations

With tighter budgets, retailers must be more agile and creative to capture attention and
drive sales. Offering personalized promotions, value-driven bundles, or exclusive deals can
help maintain customer interest without overburdening their wallets.




In their effort to stay financially savvy while still enjoying the holidays, high & low
earners are employing different methods to save. Lower income households plan to
buy less expensive full-price gifts, whereas higher earners are more likely to find other

ways to save, such as waiting for items to go on sale.

% Saving Strategies by HHI - Consumers Purchasing Less Expensive Gifts This Year

HHI <$100k

HHI $100k+




Holiday Channel Shopping

Ll 0 N T
In-store has remained the dominant
channel for year-round shopping; Different factors are attracting
however, we consistently see a consumers to shop online vs. in-
difference in behavior when store. If consumers are looking to
consumers are thinking specifically optimize for a fast checkout

about holiday: Consumers continue to process and product availability,

gravitate more toward online g they'll likely go online. If they're
shopping, with 38% planning to shop after easy navigation, they're
more online than in previous years, more likely to choose in-store

intend to shop more in-store this

holiday season compared to last year.

are key for both.

TOP EXPERIENCES SHOPPING BY CHANNEL

Sales and
promos

Ability to

navigate
store

Check-out
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We've consistently seen that consumers prefer online shopping during the holidays, so this
year, we aimed to explore reasons behind this trend more deeply. When trying to identify
which parts of the in-store vs online shopping experience were swaying customers to chose
online shopping, we were a bit surprised to see that it everything. All categories had a higher
positive experience online and higher negative experience in-store, with online channel
beating out in-store by an average of 5% in all overlapping categories. This indicates that the
scale of the holiday shopping experience is outsized for the in-store model.

|\‘!"kﬁ|
]ﬁ Holiday Favorable Experience (Online Shoppers vs. In-Store Shoppers)

(o & @ 2 @

Product Website/Store

Check-Out Tech

Availability Navigation

+9% +9%

+0.1%
-0.1%

-4%

Il Variance in Positive Online Experience vs In- Store Experience
B Variance in Negative Online Experience vs In Store Experience




(=14 Holiday Gift- Giving Trends

ences Subscrip-
(e.g., tions
concert (eg. :
tickets, spa magazine, Donations
packages, streaming to charity Other
etc) services)
g 5% 4% 6%

Despite tighter budgets and declining personal spending, holiday gifting remains a
priority, with over half of consumers planning to give traditional gifts like physical items
or gift cards. Gift preferences are also similar across income levels, but lower-income
households favor gift cards—a practical choice that supports basic needs spending
while preserving the spirit of giving. This pattern highlights how households adapt their
gifting strategies to balance meaning and utility during the holiday season.

a9}
'::‘ Gift Preferences by Household Income
$<100k

$100k+

[] Physical gifts (e.g., toys, electronics, clothing, etc.) [l Donations to charity
[] Gift cards [ Other

[] Hand-made gifts (e.g,, crafts, baked goods)

] Experiences (e.g., concert tickets, spa packages, etc.)

I Subscriptions (e.g., magazine, streaming services)
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Consumers are revealing a more guarded
outlook as we approach the holiday season.
This growing caution, driven by mixed
perceptions of economic conditions, manifests
in consumers' increased focus on savings and
selective spending habits, suggesting a more
deliberate approach to purchasing decisions in
the months ahead.

METHODOLOGY

August 2024

2,185 respondents matching U.S. adult
population according to gender, age,
ethnicity, region & income
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