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Key takeaways

« The fashion industry contributes 10% of global emissions and a fifth of plastic waste. Increasingly, consumers are looking for
ways to make sustainable choices to lessen the environmental impact of their buying decisions.

- But inflation remains a headwind for many consumers, and the price premium they are prepared to pay for new, sustainable
fashion is limited. Even among Millennials and Gen Z, only 4% of survey respondents were prepared to pay a 20% premium.

« The good news is that a significant reduction in the environmental footprint of clothing can be made by extending its lifespan.
And the secondhand market for fashion in the US is growing rapidly, increasing by 24% year-over-year (YoY) in 2022.

The rise of sustainable fashion
The world of sustainable fashion is rapidly evolving, with increasing attention being given to the environmental and social
aspects of the industry. According to the United Nations, the fashion industry contributes 10% of global emissions and one-fifth
of annual plastic waste. Increasingly, consumers are becoming aware that their fashion buying choices have environmental
implications and are seeking sustainable options.

When measured by Google searches, BofA Global Research finds that interest in sustainable fashion is 50% higher than it was
five years ago, but peaked in late 2020 (Exhibit 1).
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On social media platforms, interest in sustainable fashion has remained fairly steady over the last three years. According to data
from Social Standards, the total number of Instagram posts mentioning sustainability in fashion has been relatively stable with
~380K monthly posts globally since 2020 (Exhibit 2). The discussion around sustainability in fashion has increased compared to
2020 in Europe (Exhibit 3); however, it has declined in the US (Exhibit 4).


https://institute1.bofa.com/C?q=c-kLuPC1Qa4&t=ada

Exhibit 3: In Europe, sustainability mentions as a % of total fashion
conversation are above 2020 levels

Total number of fashion posts discussing sustainability on Instagram in
Europe, 1/2020-4/2023
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Exhibit 4: In the US, sustainability mentions in fashion conversation
has been stable, while sustainability posts have trended down

Total numberof Fashion posts discussing on Instagram in the US, 1/2020-
4/2023
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BofA Global Research also finds that Instagram influencers who are leading the discussion skew towards females, the 30-44 age
group, and the high-income bracket (Exhibit 5-Exhibit 7).

Exhibit 7: 10% of those who talk about
sustainability in fashion fall in the higher
income category

Sustainability in fashion conversationson
Instagram by income group (for the three
months ending April 2023)

Exhibit 6: 61% of those who talk about
sustainability in fashion are aged 30-44
Sustainability fashion conversations on
Instagram by age group (for the three months
ending April 2023)

Exhibit 5: 71% of those who talk about
sustainability in fashion are female
Sustainability in fashion conversations on
Instagram by gender (for the three months
ending April 2023)
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But there are limits to how much consumers will pay
Sustainable fashion tends to be more expensive to produce for a number of reasons. Sustainable fabrics can be more than two
times more expensive than non-sustainable fabrics. Organic cotton is more expensive because the limited use of pesticides
drives yields lower and increases the risk of crop failure. Sustainable certifications can also increase raw material costs as they
require more rigorous testing and inspection. Further, to prevent overstock or waste, sustainable brands often produce on
smaller scales which can be more expensive on a per-item basis.
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Exhibit 8: Organic cotton ~2x more expensive than conventional cotton
Organic cottonseed prices perton vs conventional cottonseed prices per ton
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There are also costs associated with prioritizing social factors in the production of fashion, such as paying fair wages to workers
and maintaining safe and ethical working conditions. In some garment producing countries, minimum wages may not cover the
basic needs of garment workers, implying sustainable production standards may necessitate higher wages.

But with economy-wide inflation being a key headwind facing consumers, the higher prices of sustainable fashion may represent
a limiting factor on its demand. A recent CivicScience survey finds relatively few consumers are prepared to pay more for a
sustainable fashion item (Exhibit 9). Indeed, between 2020 and 2022 the proportion of consumers willing to pay more for
sustainable fashion actually dedined, potentially as higher inflation became a more pressing concern. Even when consumers do
shop sustainably, they tend to prioritize price over other factors (source: Blue Yonder's 2023 Consumer Sustainability Survey).

Certain consumers are more willing to make sustainability a priority. Younger consumers and those with higher incomes are
more willing to pay a premium for sustainable fashion (source: Bain & Company). That said, the amount they're willing to pay has

a threshold —just 4% of respondents expressed a willingness to pay 20% more for sustainable products (source: Blue Yonder’s
2023 Consumer Sustainability Survey).

Exhibit 9: Inflation at work? A smaller number of consumers were likely to pay a premium for sustainable fashion in 2022 vs 2020
% of respondents that are likely and unlikely to pay more for eco-friendly/sustainable fashion
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Secondhand chic: Fashion’s green revolution
While consumers’ priorities around price may somewhat limit the adoption of new sustainable fashion products, there is a
growing trend towards re-using and prolonging the life of clothes. And this can make an important contribution to the overall
sustainability of the fashion industry. Extending the life of a clothing item by just three months (including by increasing the
number of owners) reduces the item’s carbon, water, and waste footprint by 5-10% (source: Waste and Resources Action
Program).
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BofA Global Research argues that secondhand clothing, once seen as worn-out and undesirable, is now regarded by many
consumers as being of equal or even superior quality compared to new garments. The US secondhand market is expected to

grow nine times faster than the broader apparel sector over the next five years, reaching $70 billion by 2027, according to BofA
Global Research.

There is also a growing trend of “fashion flipping,” where consumers buy secondhand clothes and resell them on digital
platforms. The market for secondhand apparel grew 24% YoY in 2022, with North America making up over 40% of the market

web traffic growth to fashion resale platforms. This outpaced the growth of the broader fashion and apparel market by 11ppt
YoY (Exhibit 11).

BofA Global Research finds that on average, pre-loved clothes sell for between 30% and 40% of their original retail price, which
allows consumers facing inflation headwinds to save, while also meeting their sustainable choice goals.

Exhibit 10: Younger generations rate sustainability as more important Exhibit 11: Traffic to fashion resale platforms has grown faster than
onresale platforms traffic to broader fashion & apparel
Percent of respondents who say they continue to value sustainability and YoY change in US web traffic to Fashion & Apparel sites and Fashion Resale
environmental benefits when buying pre-loved goods sites, 5/2021-5/2023
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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. 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 clientand are not intended as recommendations of particular
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