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High-earning consumers
gravitate toward
Walmart, LVMH as

inflation continues to rise

Article

The trend: Even high-income households aren't immune to inflation. As prices continue to rise,
affluent consumers are shopping at retailers that can offer them the most value—like Walmart,
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Costco, and Aldi. At the same time, while demand for luxury remains steady, a strong dollar is
driving many to travel abroad for their shopping sprees.

Inflation creeps upward: The rapid increase in prices has ratcheted up the pressure on high-
earning households. Inflation accelerated in September, with the CPI rising 0.4% month-
over-month and 8.2% year-over-year (YoY), per the Bureau of Labor Statistics. The core
consumer price index, which excludes food and energy, increased 6.6% YoY to reach a 40-
year high.

* Households with income over $75,000 are twice as likely to report difficulties paying their
bills now compared with a year ago, per National Retail Federation data reported by
Mediapost.

* Almost two-thirds (65%) of households earning over $100,000 are dipping into their
savings to compensate for higher prices, while one-third are taking on more credit card
debt.

Change in US Adults' Confidence in Their Ability to
Afford Select Monthly Bills, by Income, May 2022
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Source: Morning Consult, "US. Household Finances & Spending Report,” June 1, 2022
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Value for money: Grocery inflation in particular appears to be driving changes in behavior
among high earners, to the benefit of club retailers and other value-oriented grocery stores.

" Roughly 75% of Walmart’s grocery share gains in Q2 came from shoppers with household
incomes of $100,000 or more, per CFO John David Rainey.

* Higher-income shoppers are visiting Costco, BJ's Wholesale Club, and Sam'’s Club more

often to take advantage of bulk-buying discounts and lower gas prices.
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https://content-na1.emarketer.com/aldi-lidl-look-benefit-grocery-shoppers-growing-more-price-sensitive
https://www.bls.gov/news.release/cpi.nr0.htm
https://www.mediapost.com/publications/article/378540/feeling-pinched-high-income-consumers-are-shoppin.html
https://content-na1.emarketer.com/walmart-beats-expectations-q2-inflation-drives-shoppers-across-income-brackets-seek-deals
https://content-na1.emarketer.com/higher-income-shoppers-aren-t-immune-inflation

Luxury buyers splurge—abroad: Despite these cost-saving measures, luxury sales remain as
strong as ever, although there are signs that the strong dollar is shifting spending from the US
to Europe. This could create problems for domestic luxury retailers and brands as consumers
reallocate more spending to travel and overseas shopping.

" Pre-pandemic, US shoppers paid roughly a 13% premium on luxury goods purchased in the
US rather than in Europe. But that percentage is now double, per UBS data cited by The Wall
Street Journal—diminishing the attraction of purchasing designer goods stateside.

* Moét Hennessy Louis Vuitton LVMH reported 27% YoY growth in Q3. But sales growth in
the US slowed to 11%, which CFO Jean Jacques Guiony attributed to more Americans
splurging in Europe.

* Demand for travel to Europe is 20% higher than it was in the summer of 2019, according to
Patrick Quayle, United’s SVP of global network planning and alliances.

The big takeaway: It’s clear that value-oriented retailers and luxury brands are some of the
biggest beneficiaries of the current economic climate. That'’s created difficulties for retailers
that operate in the middle band and aren't able to compete on price or prestige. This trend is
unlikely to resolve anytime soon, as shoppers across the income spectrum look for ways to
save money on essentials like groceries and gas.

But luxury retailers aren't out of the woods either: Sustained demand for travel and a hugely
favorable exchange rate could drive more consumers abroad to shop, hurting department
stores like Macy’s and Neiman Marcus that rely on affluent shoppers to drive growth.

This article originally appeared in Insider Intelligence's Retail & Ecommerce Briefing—a daily
recap of top stories reshaping the retail industry. Subscribe to have more hard-hitting
takeaways delivered to your inbox daily.

" Areyou aclient? Click here to subscribe.

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

INSIDER eMarketer

INTELLIGENCE Copyright © 2022, Insider Intelligence Inc. All rights reserved. Page 3


https://forecasts-na1.emarketer.com/62b38bcf05b2bf02c43fdff9/62b38a6b05b2bf02c43fdff6
https://totalaccess.emarketer.com/MyAccount/EditProfile.aspx
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