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How We Shop

INTRODUCTION

ife may never look the same

as it did before March 2020.

Consumers’ day-to-day plans

included making trips to the
grocery store, eating at restaurants
and cafes with friends and shopping
in-store for the latest products at
their own leisurely pace. A great deal
has changed since then. Consumers
still buy groceries, but an increas-
ing number are doing so online. They
still catch up with their friends and
families, but they rarely do so while
eating at a sit-down restaurant, with
most choosing to order takeout
instead. Perhaps the biggest change
is that more consumers than ever are
browsing retail goods online instead

of at local shops.

GOING DIGITAL

The digital shift
becomes more
dramatic as the
pandemic lasts.

This massive shift away from shopping
and eating in stores and restaurants
began when local and state gov-
ernments first issued stay-at-home
orders in March. Consumers suddenly
had no choice but to go online to
shop and pay for products from their
favorite retailers.

What was initially a necessity has
now become a matter of personal
preference. Twenty-four percent of
all consumers say they have taken
at least one of their routine shopping
activities online and do not plan to
revert to shopping in stores for this
activity, even after the pandemic is
over. It appears that as more consum-
ers grow accustomed to shopping and
ordering food online, they become
less likely to go back to shopping in

stores or eating in restaurants.

Introduction | 02

It appears that as

more consumers grow
accustomed to shopping
and ordering food online,

the more likely
they are to
maintain their
online behavior.

Twenty-four percent
of all consumers say
they have shifted to
performing at least
one daily activity
online and plan to
keep it that way.
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How We Shop

Our study shows that being able to shop and pay
digitally is a must for many consumers.

O (%

of consumers now say

that the availability of digital
payment options would impact
their choices of where to shop.

Meeting this digital-first consumer base’s needs and preferences
requires merchants to deliver shopping and payment experiences
that are quick and easy to use and that also allow shoppers to pay
remotely from the safety of their own homes or pay without needing
to touch point-of-sale (POS) terminals or use cash and cards in stores.
Fifty-seven percent of consumers now say that the availability of such
digital payment options would impact their choices of where to shop.

' PayPal

PYMNTS, in collaboration with Pay-
Pal, surveyed 2163 US. consumers
to learn how their shopping and pay-
ment preferences are evolving and to
investigate what it means for retail-
ers to cater to those experiences. The
How We Shop Report lays out the

findings of our extensive research.

Our study shows that being able to
shop and pay digitally is a must for
many consumers. The convenience
of using digital payments such as QR
codes resonates so well that one-
third of the consumers that prefer
them would not even consider making
purchases in a physical store without
them. We also found that 48 percent
of consumers who prefer POS credit
would not consider making purchases
at merchants that did not offer that
option at checkout. Accepting digi-
tal payment options that consumers
want is unequivocally important to
maximizing merchant conversion
rates and boosting businesses' bot-

tom lines.

Introduction

Consumers’ increasing appetite for
digital shopping experiences is only
one of several key factors that are
poised to drive commerce in the
post-pandemic economy. The How
We Shop Report aims to identify and
understand these various factors so
that merchants can obtain a firsthand
understanding of consumers’ shifting

preferences.

This is what we found.
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How We Shop

Consumers
prefer clicks
to bricks.

he share of consumers who
plan to return to brick-and-
mortar stores is continuing
to drop as the share of those
who plan to shop using digital-first

channels continues to climb.

More consumers are going online to
shop and pay as the pandemic pro-
gresses. Our latest research shows
that 40 percent of surveyed shoppers
report doing fewer activities in stores
and more activities online — this is
up from the 12 percent that reported

doing so on March 6.

' PayPal

40%

Forty percent of
consumers are shopping
online more and shopping
in stores less.

~
19%

Nineteen percent of
consumers have shifted
from dining in restaurants
to ordering food online

since the pandemic began.

Part I: The rise of the digital-first consumer |

The largest digital shift of all
has been in consumers' propensity
to shop for retail goods online,

with the share who have
switched from shopping in
stores to online having
iIncreased

e

percentage points
since March.

Consumers' propensity to shop for retail goods online has been the
biggest shift. The share of consumers shopping less for retail goods in
stores and more online increased 28 percentage points since March,
and the share ordering from restaurants online instead of at phys-
ical locations increased 14 percentage points during the same time
frame. The extent to which consumers have gone online to shop and

pay depends on the type of purchase being made, however.

08
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Consumers have partially reverted to retail

This digital shift has been progressing since the pan- Sh°pping in stores and dining in restaurants

demic began, but there was a slight drop in ordering since local economies began reopening.

food and buying retail goods online between May and 4 | .

June, when many state and local economies began Consumers propenSIty for grocery

lifting their stay-at-home orders. The share of con- ShOppiﬂg online iIs now grOWing faster
sumers ordering from restaurants online decreased than their propeﬂsity fOI’ either I’e’[ail

from 24 percent to 19 percent in this time frame, , ) , ,

and the share buying retail goods online decreased Shopplng Onllne or Orderlng fOOd Onllne'

from 42 percent to 40 percent. It is unclear whether

these trends will reverse course.
FIGURE 1:

The evolution of consumers’ shift to digital commerce

Consumers appetlte for online grocery shopplng Share of consumers who have shifted from shopping for select products in stores to shopping online

has continually increased, in contrast. The share ) Source: PYUNTS com
of consumers buying groceries online increased 14 ' o
1 percentage points since early March and shifted
J from 15 percent to 18 percent between May 23 and 40%

June 22.

30%

24.4%
Eighteen percent of
FOOD 19.1%

consumers have shifted from 20% 9%
180/0 grocery shopping in stores GROCERY

to doing so online since the

pandemic began. 10%

4.7%
3.9%

March 6 March 17 March 27 April 1 April 27 May 23 June 22




Once online,

maybe always

(or mostly) online.

alf of the retail shoppers who
once planned to return to

their prepandemic in-store

shopping routines now say
they will keep their digital shopping
habits, even after the pandemic is

over.

More consumers are shopping online
for retail goods, groceries and restau-
rant orders than ever before, and
more are also now saying that they
do not intend to go back to shopping

in stores once the pandemic recedes.

The degree to which consumers
intend to continue shopping online
changes depending on the types
of products and services they pur-
chase, however. Eighteen percent
of consumers surveyed in April said
they had shifted to shopping for retail
products online but planned to shop
in stores after the pandemic — only
9 percent of consumers surveyed in
June said the same. This means that
half of the consumers who originally
said they would go back to shopping
in stores after the pandemic is over
now say they do not want to go back

to shopping in stores at all.

Part I: The rise of the digital-first consumer

TABLE 1:

How many consumers intend to return to their prepandemic lives
Share of consumers who do or do not plan to go back to eating in restaurants, shopping for groceries in stores and
shopping for retail goods as they did before the pandemic

DATE
April 27 May 23 June 22

EATING IN RESTAURANTS

Did not shift habits or engage in the activity 83.9% 78.4% 84.3%

Will revert to old habits 2.6% 3.5% 4.5%

Will maintain some of the shifts 11.3% 14.4% 8.7%

Will maintain the shifts 2.3% 3.8% 2.5%
SHOPPING FOR GROCERIES

Did not shift habits or engage in the activity 87.2% 86.6% 84.0%

Will revert to old habits 3.3% 1.8% 3.6%

Will maintain some of the shifts 7.4% 8.4% 9.0%

Will maintain the shifts 21% 3.2% 3.4%

Did not shift habits or engage in the activity 67.2% 63.8% 66.9%

Will revert to old habits 17.7% 6.4% 8.9%

Will maintain some of the shifts 10.3% 21.3% 19.3%

Will maintain the shifts 4.8% 8.5% 5.0%

Source: PYMNTS.com

The only activity that consumers seem to be more eager to do in person now
than they did in March is eating at restaurants. The share of consumers who say
they plan to eventually go back to eating in restaurants has increased. Five per-
cent of consumers say they plan to revert back to eating in restaurants after the

pandemic is over, up from the 3 percent who said the same on April 27.

12
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How We Shop

Touchless payments drive
merchant preference.

Six in 10 consumers say merchants
that do not offer digital payment options
In stores will not get their business.

FIGURE 2:

Which digital offerings impact consumers’
willingness to shop in stores

Share of consumers who say that merchants'
offering of select types of digital payments would
impact their willingness to shop in stores

Any of the below options would impact willingness
57.4% I

Pay online
37.3% I

Pay in stores using contactless cards
25.6% I

Curbside pickup
22.8% I

Pay in stores with contactless digital wallets
211% [

Pay in stores with other touchless methods
20.2% [

Pay in stores with QR codes
11.6% I

Source: PYMNTS.com

' PayPal

ifty-seven percent of all con-
sumers say merchants’ digital
payment offerings impact their
willingness to shop in their
stores. They are particularly interested in
using contactless payment options, as
26 percent and 23 percent of consumers
say merchants must accept contactless
cards and offer curbside pickup, respec-
tively, for them to feel comfortable
shopping in a store. This underscores a
widespread desire to avoid more tradi-
tional in-store payment options, such as
cash or cards, which require consum-
ers to make physical contact with paper
bills and POS terminals.

Having digital payment options is
even more important to bridge mil-
lennials’, millennials and members of
Generation Z than to the average con-
sumer — and far more important than
it is to either Generation X consum-
ers or baby boomers and seniors. The
payment options merchants accept
impact consumers’ willingness to
shop in store for 69 percent of bridge
millennials, 70 percent of millennials
and 71 percent of Gen Z consumers.
Just 55 percent of Gen X consum-
ers and 46 percent of baby boomers
and seniors say the same. This shows
that although digital payment options
are in high demand among consum-
ers of all ages and backgrounds, they
are in highest demand among millen-
nials and bridge millennials, who are
not only the most accustomed and
comfortable with the eCommerce
shopping experience but who are also
professionally established enough to
have disposable income to spend on

eCommerce purchases.

57.4%

71.1%

70.2%

68.7%

54.8%

45.7%

Part I: The rise of the digital-first consumer

Having digital
payment options is
important for
consumers
of all ages.

FIGURE 3:

Which digital offerings would impact
consumers’ willingness to shop in stores

Share of consumers who say that select types of
digital payments would impact their willingness to
shop in stores

Average across demographics

Generation Z

Millennials

Bridge millennials

Generation X

Baby boomers and seniors

Source: PYMNTS.com

" Bridge millennials are a group of consumers between 32 and 41
years of age, placing them on the cusp between millennials and
Generation X. They are unique from all other age groups in that
they are not only digital natives — having grown up using com-
puters, smartphones and other connected devices — but also the
first digital native generation to have become professionally estab-
lished. They are therefore comfortable and knowledgeable about
using connected devices to shop and pay and have the disposable
income needed to do so.

14
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Payment choices can
drive merchant loyalty,

especially with QR codes
and methods that allow consumers
to buy now and pay later.

ore than one-third of
consumers who prefer

to pay using QR codes or

POS credit say they are
unlikely to buy from merchants that
do not offer these options. Digital
shopping channels can help deliver
the experiences that digital-first con-

sumers crave.

QR CODE

One-third of consumers

who prefer paying with QR codes
would not complete a purchase at all
if that option were not available.

Consumers’ willingness to shop with merchants is greatly impacted by the avail-

ability and acceptance of their preferred payment methods, as many say they

would not even consider buying from merchants that did not provide them. Our

research shows that consumers who prefer shopping with QR codes are among

the most loyal users of all, for example: Approximately 34 percent say they would

not buy from merchants at all if QR code-enabled payments were unavailable.

' PayPal

Other common digital payment
options that tend to weigh heavily on
consumers’ willingness to make pur-
chases include touchless payment
options, including digital wallets, con-
tactless debit and credit cards and
"buy now, pay later" options, such as
POS credit. Our survey shows that
40 percent of consumers who pre-
fer digital wallets would not buy from
merchants that did not accept them.
Thirty-seven percent of consumers
who prefer paying with contactless
debit and credit cards say they would
not complete purchases if they were
unable to use those cards to pay for

them.

48%

Forty-eight percent of
consumers who prefer
POS credit would not buy
from merchants that

did not offer it.

Part I: The rise of the digital-first consumer

POS credit options are another
payment option for which many con-
sumers have an affinity, albeit for
different reasons. They stand out from
the rest in that they enable consum-
ers to make purchases without having
to pay for them until later, which is
especially appealing to consumers
who are short on cash or who are try-
ing to delay payments. Our research
suggests that 48 percent of consum-
ers who prefer POS credit would not
buy from merchants that did not offer
it.

FIGURE 4:

Consumers’ preferred digital payment methods
Share of consumers who would still make
purchases without being able to use

select methods

Card on file
72.4%

O
Pyl
(@]
o
Q
®

66.5%

Contactless debit/credit

63.1%

Digital wallet

60.2%

POS credit

51.6%
Source: PYMNTS.com
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How We Shop

Consumers

onsumers enjoy the ease
and convenience of shop-
ping and paying online, but
they are also worried about
contracting COVID-19 if they shop in
brick-and-mortar stores.

Part II: Why the digital shift?

Fifty-nine percent of consumers
say they would not feel comfort-
able returning to their prepandemic
lifestyles until a vaccine is readily
available. Fifty-eight percent say a
decrease in the number of COVID-19

worry more about
COVID-19’s impact
on their health

than on the economy.

) ) o cases is necessary, and 56 percent
An increasing demand for digital pay- o
say ready access to treatment is vital.
ments can help consumers reduce _
_ . Forty-four percent might also look to
their potential exposure to COVID-19. _
, ' the Centers for Disease Control and
Fears over contracting the disease _
_ Prevention (CDC) to announce that
are also likely to keep shoppers out _ .
, , , travel is safe before going back to
of stores and purchasing online until .
, _ , business as usual.
a vaccine becomes readily available.

Thirty-six percent of /

consumers say they

Fifty-nine percent of
consumers say that
they would need to
know that a COVID-19
vaccine were readily
available before feeling
comfortable returning
to their prepandemic
routines.

Thirty-eight percent
of consumers say
having a readily
available vaccine

is the single

most important
prerequisite for
returning to their
prepandemic
lifestyles.

Six percent of
consumers say state
and local governments
relaxing restrictions

is their single most
important prerequisite
for returning to their
prepandemic
lifestyles.

would want state and
local governments to
relax restrictions
before returning to
their prepandemic
lifestyles.

Hh9% 38% 36%

PYMNTS com ' PayPal
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Consumers put far less stock in
their local governments decisions
about whether to reopen their local
economies. Our survey finds that 36
percent of consumers say they might
return to their prepandemic activi-
ties if governments relax restrictions,
while 34 percent say that they might
do so if they see the impact of relax-
ing restrictions on health and the
economy. This strongly suggests that
consumers will continue to shift from
shopping in stores to shopping online
until a vaccine becomes widely avail-

able.

THE DEMAND FOR TESTS

Forty-two percent of consumers
want large-scale testing before they
go back to their prepandemic lives.

' PayPal

Fifty-eight percent
of consumers say
they would want
to know that the
number of new

Hhg%

COVID-19 cases had

decreased before

feeling comfortable

returning to their
prepandemic
routines.

Thirty-two percent
of consumers say
they would want

32%

their pandemic
declaration before
returning to their
prepandemic
routines.

Consumers therefore feel compelled
to avoid brick-and-mortar stores to
prevent infection, yet many are run-
ning low on the funding they need to
pay for their everyday purchases. This
places tremendous financial pres-
sure on them to scrimp and save in
hopes of surviving the pandemic and
the associated economic downturn,
which they do not expect will end any

time soon.

the WHO to rescind

TABLE 2:

What consumers need to feel comfortable returning to normal

Part II: Why the digital shift?

Share of consumers who cite select events as prerequisites for returning to their prepandemic routines, by ranking of

importance

PREREQUISITE

TOTAL

Primary Secondary Tertiary Other
Availability of COVID-19 vaccine 38.0% 8.6% 41% 8.1% 58.7%
Decreased numbers of new cases 14.8% 141% 11.9% 17.5% 58.3%
Availability of treatment 11.5% 21.7% 11.0% 11.9% 56.1%
CDC reports traveling is safe 28.4% 441%
Large-scale testing for COVID-19 22.9% 42.5%
Antibody testing for COVID-19 19.8% 38.8%
States and local governments relax restrictions 19.9% 35.8%
Health and economy impacts of restrictions 23.0% 34.4%
WHO rescinding the pandemic declaration 17.6% 321%
Global health organizations relax recommmendations 19.6% 28.0%
Public schools open 17.6% 24.9%
Large gathering of leisure activities resume 15.2% 19.1%
Media reporting that traveling is safe M1.7% 15.1%
Lower prices from services providers and stores 14.5%

Friends and family say traveling is safe

Other

Source: PYMNTS.com

22
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FIGURE 5:

How long consumers expect the pandemic to continue to impact their lives
Average number of days that consumers believe will pass before they can return to their prepandemic routines,

The longer e
the pandemic,
the greater
the digital shift.

ore consumers shift online the longer the pan- 200

Source: PYMNTS.com

326

demic lasts — and as our research shows, they

spend more time online and fewer say they
100

plan to return to their prepandemic routines.

e | e | e
IJ g 11 MONTHS . | 5 MONTHS

March 17 March 27 April April 27 May 23 June 22
The average ) 0On March 17, 2020,
consumer believes the average consumer
it will be another 11 believed the pandemic The pandemic's protracted length is making consumers expect even more time
months before the would only last five to pass before they can return to their prepandemic lives, leading them to stretch
pandemic is over. more months. o ) ) )
their limited financial resources even thinner. The average consumer now expects
to experience the pandemic’s effects for another 326 days, up from 270 days on
Consumers expect the pandemic May 23 and 213 days on April 27. The expectation was just 138 days on March 17,
NS to last 6 months Ionger now when the pandemic was beginning. This means that consumers anticipate the
than they did in April ¢ pandemic lasting more than twice as long now as they did in March — 240 per-

cent longer. This not only signals that the digital shift is gaining strength as the
pandemic progresses but also underscores far-reaching changes in consumer
behavior, extending even beyond the digital shift.

RYIVNTS com P Payral
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Consumers are
closely watching
their (digital) wallets.

utting back on spending is
on many consumers’ minds,
as nearly half of unem-
ployed consumers have less

than $2,500 in their savings accounts.

Many consumers concerns about
the COVID-19 pandemic are com-
pounded by the fact that they lack
the financial resources they may
need to keep paying their bills in case
of emergency. Seventeen percent of
consumers have no money in savings
whatsoever, whereas another 30 per-
cent have less than $2,500 stashed

away in case of emergency.

Consumers are feeling the need to
curb their spending in the hopes of
keeping solvent until a year from now,
when they believe the pandemic will
end. Unemployed consumers are at
even greater risk of running out of
funds, with 24 percent of all unem-
ployed consumers saying they have
no money stored away for emergen-
cies and 54 percent in total saying
they have less than $2,500 in savings.
This paints a sobering picture of U.S.
consumers’ overall financial security,
especially considering that 11 percent
of consumers were unemployed as of
July 7.2

2 Employment situation news release. The Bureau of Labor Statistics. 2020. https:/www.bls.gov/news.release/archives/empsit_08072020.htm. Accessed

August 2020.

P Payral

27.8%

25.0%

30.2%

17.0%

25.9%
29.4%

20.9%
28.6%

29.5%
30.9%

23.7%
11.1%

FIGURE 6:

How much money consumers have stashed
away in case of emergency

Share of consumers who have select amounts of
money in their savings accounts
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Consumers'
worries are

compounded

by the fact that

many have little money
stashed away in case
of emergency.

47%

Forty-seven percent of all
consumers say they have less
than $2,500 stashed away

in case of emergency.


https://www.bls.gov/news.release/archives/empsit_08072020.htm

the
consumer’s
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Consumers seek
shopping experiences
that create certainty.

That is no longer the brick-and-mortar
experience for many.

Part Ill: Who gets the consumer’s business? | 30

Consumers dislike more than their fears of exposure
and frustration with limited product availability —
they resent having to pay more for the same products.

ey

igital-first consumers crave
certainty in their shopping

experiences. This means

knowing that the products
they want to buy will be in stock
before they leave their homes to buy
them and knowing that they will be
able to purchase them at the lowest

possible price.

Brand-name store chains are strug-
gling to meet these expectations.
Even when consumers do shop in
large merchants’ stores, many say
they cannot find the products they
want to buy because items are out of

stock or locations' stock is limited.

3%

31%

Thirty-seven
percent of
consumers are
frustrated by the
limited quantities
of available items
in large grocery
stores.

Thirty-one
percent of
consumers are
frustrated by the
limited quantities
of available items
in large retail
stores.

of consumers say they are
frustrated with having to pay
higher prices for the same
goods shopping at large stores
than they would elsewhere.

Fifty percent of brick-and-mortar
grocery shoppers say that merchants
running out of stock is a challenge
they have encountered when trying
to shop in stores, and 37 percent are
frustrated by limited quantities of

available items.

Many consumers thus show frus-
tration with shopping in stores,
especially at large merchants’ brick-
and-mortar locations. This frustration
partially results from logistical issues
exacerbated by the pandemic, such
as stores’ inability to keep key items

in stock.




31 | How We Shop Part Ill: Who gets the consumer’s business? | 32

FIGURE 7:

Common challenges consumers face when shopping in stores during the pandemic
Share of consumers who experience select challenges when shopping for retail items and groceries

Many consumers
are frustrated with
shopping in stores.

TOP 5

Product out of stock

5019 I
OUT OF STOCK 43.3%
Th IS fru StratIO n Fifty percent of consumers say they are Limited quantities
- frustrated with shopping for groceries in 205%
pa rt 1a I Iy resu Its stores because the products they want brice incrense —
| | SOA / \

to buy are frequently out of stock. 27.5%

frO m I O g i Sti Ca I 231% THE REST \\,,,,,/
i s s u e S . Grocery Retail

Risk of virus exposure

I
23.9%
exa ce rbated by Long delivery time Infection from delivery person 12.2%  11.9%
14.2% I
th e pa n d e m i c 16.1% Bad customer services 11.2% 9.3%
[ | Source: PYMNTS.com
Consumers also say that higher prices W Grocery Product quality 07%  8.6%
d [ d L . h . Retail
an Oﬁg elivery times sour their No delivery within the next day 9.3% 9.7%
experiences ShOpplﬁg at blg stores, as Questions are unanswered 8.4% 8.8%
do their concerns over being exposed _
Too many products to find 8.1% 77%
to COVID-19 while shopping in-store.
Difficult user interface 7.9% 7.4%
Twenty-eight percent of consumers
U ) ) No curbside pickup 71% 6.7%
0 say they are frustrated with paying
. . Terms and conditions are unclear 7.0% 5.6%
higher prices for the same goods and
. Unsure that payment is secure 5.3% 4.9%
14 percent are frustrated with long
. . N t on fil 45%  3.3%
delivery times they endure when © aceounton e
Fourteen percent of consumers : :
: : : Preferred payments is unavailable 3.7% 3.7%
say they are frustrated with how ordering from these big stores online. RISK OF EXPOSURE
Other 4.9% 6.6%

long it takes to receive products
ordered for delivery from large
grocery stores.

' PayPal

Twenty-seven percent also report
concerns about contracting COVID-19

while shopping.

Twenty-seven percent of consumers
say they are frustrated with shopping
for groceries in large stores,

because they fear exposure

to COVID-19.

Source: PYMNTS.com



33 | How We Shop

PYMNTS com

Consumers see buying
directly from brands
as a way 1o create

a more certain
shopping experience.

onsumers’ desire for cer-

tainty in their shopping
experiences is driving an
interest in shopping directly
with brands in lieu of shopping

in-store at larger merchants.

Many consumers believe that shop-
ping directly from the brands they
know and trust can provide the cer-
tainty that shopping at major chains
does not. Our research shows that

37 percent of all consumers are now

P pPayral

interested in  direct-to-consumer
(D2C) retail shopping and that the pri-
mary reason they cite for this interest
is brand loyalty. Forty percent of con-
sumers who are interested in D2C
retail options say they are interested
because they have shopped with
them before and trust those brands.
This underscores the importance
of being able to know what type of
shopping experience to expect before

setting out to shop.

39.8%

33.0%

33.3%

31.5%

28.3%

40%

Forty percent of
consumers who are
interested in D2C retail
say it is because they
trust those brands.

FIGURE 8:

Why consumers are interested in D2C retail
experiences

Share of consumers interested in D2C retail
who cite select reasons for their interest

Trust the brand

Better deals on the website

Easier to find offerings

More convenient

Cheaper to buy from brands

Source: PYMNTS.com

Part Ill: Who gets the consumer’s business?

Another way in which D2C is able to
provide the certainty that consum-
ers crave is by offering cost-effective
purchasing options and providing
inventory statuses on their sites so
consumers do not have to worry about
items being out of stock. Thirty-three
percent of interested consumers
say D2C retailers have better deals
on their websites, and 28 percent
are interested because it is cheaper.
Thirty-three percent of consumers
interested in D2C retail say it is easier
to see all the brand’s offerings on one

website.

The D2C model checks all the boxes
for many consumers, allowing them
to shop for products from the brands

they trust at lower prices.
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Consumers
with more to spend
have more interest
In shopping with
brands directly.
Consumers with

higher annual incomes

have more interest in
buying directly

from brands

they know
and trust.

BELOW $50K

= Just under one third of consumers in
the lowest income bracket are "very" or
"extremely" interested in D2C retail options.

R \VNTS com P pPayrai

e
e

4

onsumers of all ages and

incomes  express some

degree of interest in shop-

ping directly from brands
with which they are familiar, but
interest is highest among consum-
ers with money to spend. Consumers
earning more than $100,000 in annual
income are more likely than consum-
ers in all other income brackets to
be interested in D2C options, with 44
percent saying they would be “very”
or “extremely” interested in such
purchasing options. This compares
to 37 percent of consumers earn-
ing between $50,000 and $100,000
in annual income and 31 percent of
consumers earning less than $50,000
in annual income who express similar

levels of interest.

Part Ill: Who gets the consumer’s business? |

Consumers
In the highest

income bracket

are the most interested
in purchasing directly
from brands they

know and trust.

44%

Forty-four percent of
consumers earning more

than $100,000 per year are
"very" or "extremely" interested
in D2C retail options.
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We also see different levels of interest
in D2C shopping among consumers
with different generational back-
grounds. Interest is highest among
millennials and bridge millennials
and lowest among baby boomers
and seniors. Our survey shows that
48 percent of millennials and 50 per-
cent of bridge millennials would be

2»

“very” or “extremely” interested in
making purchases directly from their

favorite brands, compared to 29 per-

' PayPal

2 9%

of baby boomers and seniors are

also "very" or "extremely" interested in
shopping directly from brands,

showing that interest in D2C options
transcends generational backgrounds.

cent of baby boomers and seniors.
This makes sense, as part of the rea-
son consumers are drawn to the D2C
shopping experience hinges on the
digital capabilities many D2C mer-
chants offer — capabilities that tend
to be most valued among digital-na-
tive generations such as millennials
and bridge millennials but that also
hold appeal for consumers in other

age groups.

FIGURE 9:

Part Ill: Who gets the consumer’s business?

How many consumers are interested in D2C shopping
Share of consumers who are “very” or “extremely” interested in shopping directly from brands

37/%

ENTIRE SAMPLE

37.4 percent of consumers
are “very” or “extremely”
interested in shopping
directly from brands.

BRIDGE MILLENNIALS

Half of bridge millennials are
"very" or "extremely" interested in
shopping directly from brands.

EDUCATION

College or higher
43.4% I

High school or lower
34.5% I

INCOME

More than $100K
43.9% I

$50K-$100K
36.5% I

Less than $50K
311% I

GENERATION

Generation Z
401% -

Millennials
47.7% I~

Bridge millennials
50.0% I

Generations X
37.6% I

Baby boomers and seniors
28.8% I
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CONCLUSION

.S. consumers have migrated from brick-and-

mortar stores to digital shopping channels,

and many have no intention of going back. It is

increasingly less likely that consumers will revert
back to their prepandemic lifestyles as the pandemic con-
tinues, and the digital shift will become stronger and more
permanent. The notable exception is dining in restaurants,
which consumers seem eager to experience again. Mer-
chants looking to succeed in this digital-first environment
will need to provide services and payment features that
can help facilitate the digital shopping experiences their
current and potential customers demand. This means not
only adopting touchless payment options such as con-
tactless card readers, QR codes and digital wallets that
can help them securely shop but also providing mon-
ey-saving features such as rewards programs that can
help them enjoy digital shopping experiences without

having to spend beyond their means.

P Payral

METHODOLOGY

PYMNTS issued its first study on
consumers’  behavioral changes
in the wake of the COVID-19 pan-
demic on March 23, 2020. We
have since surveyed more than
16,000 consumers to gain a first-
hand, real-time account of how
their routines have continued to
change with the passage of time.
Our latest research, done in col-
laboration with and supported by
PayPal, examines survey data col-
lected from 2,163 U.S. consumers
to understand how many of their
newfound shopping habits might
persist, even after their local econ-

omies reopen.

Conclusion | 40

More to come soon!

The newly improved PayPal Checkout and PayPal Mark
Solutions is the optimized way to help grow your busin
By adding PayPal Marketing Solutions to their site, merchar
learn more about their PayPal customers including:

+ How many PayPal shoppers

convert to buyers S ——

+ What devices shoppers are using ——

when they wisit their site O s

« Merchants can use these insights i

al products A -




PYMNTS.com 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 industry analysts who work with companies to
measure and quantify the innovation that is at the cutting edge of
this new world.

Beyond offering one of the world’s most popular digital wallets,
PayPal provides end-to-end payments processing services that
enable digital, mobile, and in-person payments on behalf of
consumers and merchants worldwide. Through a combination
of innovation and strategic partnerships, our platform creates
better ways to manage and move money, and it offers choice and
flexibility with modular, enterprise-grade solutions.

PayPal is committed to democratizing financial services and
empowering people and businesses to join and thrive in the global
economy. Available in more than 200 markets and in 100 currencies
around the world, no other payments partner can match PayPal’s
global scale, reliability and innovation.

DISCLAIMER W

The How We Shop Report 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, ACCURACY,
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 REQUIREMENTS 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 WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE,
AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT ALLOW THE EXCLUSION OF
CERTAIN WARRANTIES, AND, IN SUCH CASES, THE STATED EXCLUSIONS DO NOT APPLY. PYMNTS.
COM RESERVES THE RIGHT AND SHOULD NOT BE LIABLE SHOULD IT EXERCISE ITS RIGHT TO
MODIFY, INTERRUPT, OR DISCONTINUE THE AVAILABILITY OF THE CONTENT OR ANY COMPONENT
OF IT WITH OR WITHOUT NOTICE.

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 DAMAGES FOR LOST PROFITS, LOSS OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR
RELATED TO THE CONTENT, WHETHER SUCH DAMAGES ARISE IN CONTRACT, NEGLIGENCE, TORT,
UNDER STATUTE, IN EQUITY, AT LAW, OR OTHERWISE, EVEN IF PYMNTS.COM HAS BEEN ADVISED
OF THE POSSIBILITY OF SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY
FOR INCIDENTAL OR CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE
LIMITATIONS DO NOT APPLY. THE ABOVE DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY
PYMNTS.COM AND ITS PARENTS, AFFILIATED AND RELATED COMPANIES, CONTRACTORS, AND
SPONSORS, AND EACH OF ITS RESPECTIVE DIRECTORS, OFFICERS, MEMBERS, EMPLOYEES,
AGENTS, CONTENT COMPONENT PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS.COM is the
property of PYMNTS.COM and cannot be reproduced without its prior written permission.

We are interested in your feedback on this report. If you have questions, comments
or would like to subscribe, please email us at feedback@pymnts.com.

© 2020 PYMNTS.com All Rights Reserved
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