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Banks’ card growth
slowed in Q1 2023 even
as debt reached record
high
Article

The data: Major US credit card issuers rolled out their first earnings of 2023 with mixed

results as inflation continues to weigh on consumer spending.
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Behind the numbers: Inflation’s slow descent downward is still straining consumers’ budgets.

The bigger picture: Card volume growth may have been laggard in Q1, but that didn’t stop

consumers from falling into record debt.

JPMorgan Chase’s combined debit and credit card sales volume grew 10% year over year

(YoY) in Q1, down from 29% during the same period last year.

Wells Fargo’s credit card point-of-sale (POS) volume grew 3% YoY, a dramatic contraction

from the 33% growth it posted a year ago.

Citi’s branded credit card volume grew 7% YoY, compared with 24% the same period a year

ago.

The Consumer Price Index (CPI) slowed to 5.0% annually in March, down from 6.0% in

February.

But it’s been an uneven decline—essentials like rent prices are showing signs of ticking back

up, and core inflation actually jumped to 5.6% last month.

Even though almost three-quarters of consumers say they’ve cut back on nonessential retail

purchases, per a PYMNTS report, they’re still spending more on a dollar-for-dollar basis than

they were last year.

And consumers expect inflation will last well into 2024: 70% of grocery shoppers and 67% of

retail customers expect significant price increases in the next 12 months, per PYMNTS.

Consumers paid off a record $83 billion in credit card debt in 2020 thanks to federal relief

and a slowdown in consumer spending.

But since 2021, consumers have backslid. Consumer debt hit a record $4.82 trillion in

February, a 5% YoY increase, according to a report from the Federal Reserve.

And the average interest rate for credit cards is near 21%—the highest rate since the Fed

began tracking this figure three decades ago—making it more expensive for consumers to

pay back this debt.

Lower-income consumers are likely to be hit hardest by inflation because their budgets are

already mostly limited to necessities. This is leading them to put more essential spending on

credit cards, accruing more debt, which is only amplified by record-high credit card interest

rates.

https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/investor-relations/documents/quarterly-earnings/2023/1st-quarter/be0fc3a0-c499-4af9-933c-6e7f75025097.pdf
https://content-na1.emarketer.com/jpmorgan-citi-wells-fargo-highlight-strong-card-volume-q1
https://www08.wellsfargomedia.com/assets/pdf/about/investor-relations/earnings/first-quarter-2023-earnings.pdf
https://www.citigroup.com/rcs/citigpa/storage/public/2023prqtr1kman.pdf
https://www.cbsnews.com/news/consumer-credit-record-high-federal-reserve-pandemic-savings/
https://www.cnbc.com/2023/04/14/the-3-best-ways-to-pay-down-credit-card-debt-as-aprs-hit-new-high.html
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As these risks persist, banks must prepare for an increase in delinquencies: Some have already

set aside cash for this purpose. Issuers are also looking to cut costs by devaluing rewards

programs, which are becoming too expensive and not worthwhile for some banks. And most

banks are tightening lending standards in the wake of SVB’s collapse, which may make it

harder for consumers to get future credit.

https://content-na1.emarketer.com/banks-q4-data-shows-consistent-volume-growth-though-consumer-spending-remains-uncertain-2023?_gl=1*l81ez*_ga*OTcwMDU4NzM4LjE2MDU1NDI2NjI.*_ga_XXYLHB9SXG*MTY4MTQ4NTIxNC4zMTMuMS4xNjgxNDg3MjMyLjAuMC4w&_ga=2.246448770.724835130.1681231127-970058738.1605542662
https://tearsheet.co/payments/reward-programs-are-not-very-rewarding-for-banks-anymore/?newsest
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This article originally appeared in Insider Intelligence's Payments Innovation Briefing—a

daily recap of top stories reshaping the payments industry. Subscribe to have more hard-

hitting takeaways delivered to your inbox daily.

Are you a client? Click here to subscribe.

Want to learn more about how you can benefit from our expert analysis? Click here.

https://totalaccess.emarketer.com/MyAccount/EditProfile.aspx
https://www.insiderintelligence.com/become-a-client/?IR=T&itm_source=insider-intelligence&itm_medium=briefing&itm_campaign=bottom-cta

