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Buy now, return later is a drag for retail

22 August 2025

Higher-income households have a higher rate of retail refunds than lower-income households
Retail return rate by household income cohort for total retail (excluding gas and food) and department stores (January through July each year, %)
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Consumers are consistently returning goods to stores, both in-store and online, with the return rate in 2024 at around 4.5% of
the value of total sales. This creates a cost burden for retailers, who are also navigating higher tariffs and economic policy
uncertainty.

Interestingly, Bank of America data finds that higher-income households return goods more frequently, particularly to
department stores, where they return over 20% of retail spending vs. 11% for lower-income households. Why? It could reflect
their greater online spending or a higher willingness to buy speculatively, knowing returns are easy.

For more, read Buy now, return later: Retailers pay for customer loyalty.



https://institute.bankofamerica.com/economic-insights/retail-returns.html?utm_source=Email_Institute&utm_medium=Email&utm_campaign=Daily_Insights_retail_August_25&utm_content=081425_n_07_economic-insights/retail-returns.html
https://institute1.bofa.com/C?q=AZ4TULRT!fo&t=ada

Methodology
Selected Bank of America transaction data is used to inform the macroeconomic views expressed in this report and should be considered in the
context of other economic indicators and publicly available information. In certain instances, the data may provide directional and/or predictive
value. The data used is not comprehensive; it is based on aggregated and anonymized selections of Bank of America data and may reflect a
degree of selection bias and limitations on the data available.

Grocery store tiers were defined by MCC code (the categories on an individual transaction basis) month-by-month. In our view, such
categorization is a fair view of price levels at those stores.

Bank of America credit/debit card spending per household includes spending from active US households only. Only consumer card holders
making a minimum of five transactions a month are included in the dataset. Spending from corporate cards are excluded. Data regarding
merchants who receive payments are identified and classified by the Merchant Categorization Code (MCC) defined by financial services
companies. The data are mapped using proprietary methods from the MCCs to the North American Industry Classification System (NAICS),
which is also used by the Census Bureau, in order to classify spending data by subsector. Spending data may also be classified by other
proprietary methods not using MCCs.

Unless otherwise stated, data is not adjusted for seasonality, processing days or portfolio changes, and may be subject to periodic revisions.

Generations, if discussed, are defined as follows: Gen Z, born after 1996; Younger Millennials: born between 1989-1995; Older Millennials: born
between 1978-1988; Gen Xers: born between 1965-1977; Baby Boomers: 1946-1964; Traditionalists: pre-1946.

Additional information about the methodology used to aggregate the data is available upon request.
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Disclosures

These materials have been prepared by Bank of America Institute and are provided to you for general information purposes only. To the extent these materials reference Bank of
America data, such materials are not intended to be reflective or indicative of, and should not be relied upon as, the results of operations, financial conditions or performance of Bank
of America. Bank of America Institute is a think tank dedicated to uncovering powerful insights that move business and society forward. Drawing on data and resources from across
the bank and the world, the Institute delivers important, original perspectives on the economy, sustainability and global transformation. Unless otherwise specifically stated, any
views or opinions expressed herein are solely those of Bank of America Institute and any individual authors listed, and are not the product of the BofA Global Research department or
any other department of Bank of America Corporation or its affiliates and/or subsidiaries (collectively Bank of America). The views in these materials may differ from the views and
opinions expressed by the BofA Global Research department or other departments or divisions of Bank of America. Information has been obtained from sources believed to be
reliable, but Bank of America does not warrant its completeness or accuracy. These materials do not make any claim regarding the sustainability of any product or service. Any
discussion of sustainability is limited as set out herein. Views and estimates constitute our judgment as of the date of these materials and are subject to change without notice. The
views expressed herein should not be construed as individual investment advice for any particular person and are not intended as recommendations of particular securities, financial
instruments, strategies or banking services for a particular person. This material does not constitute an offer or an invitation by or on behalf of Bank of America to any person to buy
or sell any security or financial instrument or engage in any banking service. Nothing in these materials constitutes investment, legal, accounting or tax advice.

Copyright 2025 Bank of America Corporation. All rights reserved.
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