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Key takeaways

« Older generations - Baby Boomers and Traditionalists - have shown faster credit and debit card spending growth per household
than overall households since 2022, according to Bank of America aggregated card data. In 2023, the cost-of-living adjustment
(COLA) to Social Security retirement benefit incomes was large compared to wage growth, likely helping boost retirees'
spending relative to other cohorts.

o But COLA increases have been smaller since then and the 2026 COLA announced adjustment of 2.8% is also relatively close to
current wage growth. Positive wealth effects from rising equity markets may also be boosting older generations' spending
currently.

« Strong growth in older generations' spending is "good news" as they are becoming an ever-larger proportion of the US
population. And 2026 is likely to see a wave of retirees as Baby Boomers reach "Peak 65."

« Looking at households before and after retirement, we find that "early retirees" have significantly lower deposits and spending
than those who retire later. So while we expect that booming equity markets may help provide support to older generations'
spending for some time yet, it appears people are increasingly expecting to need to retire later.

Older generation spending growth continues to set lead
As we have noted in the past (for example: Consumer Checkpoint: Early wrinkles for younger spenders), older generation
spending growth (defined here as Baby Boomers and Traditionalists) per household has been stronger than the overall pace
across all generations since 2022, according to Bank of America aggregated credit and debit card data (Exhibit 1).

Exhibit 1: Older generation spending growth per household has
outpaced overall spending since 2022

Total credit and debit card spending per household, according to Bank of
America card data, for all households and Baby Boomers/Traditionalists
(three-month moving average, % YoY)
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Exhibit 2: In 2022, the COLA increase was well ahead of wage
growth, though the gap has since narrowed considerably

After-tax wage and salary growth, based on Bank of America aggregated
consumer deposit data (3-month moving average, % YoY, seasonally
adjusted) and CPI-W (three-month moving average, % YoY)
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Social security retirement benefits are adjusted in January of each year by a cost-of-living adjustment (COLA), which is anchored
to the year-over-year (YoY) change in the third quarter Consumer Price Index for Urban Wage Earners and Clerical Workers index
(CPI-W) in the preceding year. In 2023, there was a large 8.7% COLA increase, and it seemed likely this was helping to support
the spending of older generations relative to other households (Exhibit 2). In particular, the January 2023 COLA was significantly
higher than overall after-tax wage and salary growth, according to Bank of America deposit data.

But in more recent years, the COLA increase has been more in line with overall after-tax wage growth, reflecting lower CPI-W
inflation. And the adjustment effective January 2026, based on the CPI-W inflation rate in the third quarter of 2025, has been

announced at 2.8%, which again looks unlikely to be a big driver in spending divergences between older generations and the
overall population.

As discussed in the October Consumer Checkpoint (Consumer Checkpoint: The tale of two wallets), one potential explanation for
the continued strength of older generation consumer spending could be “wealth effects.” Older cohorts tend to hold more
assets, and they may have increased their spending partly in response to rising equities over 2024 and 2025. Absent a correction
in equity markets, we expect older generations should be able to find support here for some time.

The retirement wave is here
The divergent spending trends across generations are especially important because the US is experiencing a big demographic
shift, as a wave of retirees reshapes the economic landscape. According to Census Bureau population projections, the number of
resident Americans (those living, both civilian and Armed Forces, in the United States) turning 65 will peak in 2026, a
phenomenon sometimes referred to as “Peak 65” (Exhibit 3).

Between 2025 and 2027, over 4.1 million residents per year are expected to reach this milestone. Moreover, the proportion of
US residents aged 65 and older is expected to rise from 17.3% in 2022 to 20.6% by 2030, according to data from the Census
Bureau.

Exhibit 3: The resident population turning 65 years old is expected to peak at over 4.1 million per year in 2026
Census Bureau estimates/forecasts of the resident population of the United States (US) aged 65 years, 2022 to 2030
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Older, wiser and thriftier

As this large share of the population transitions from earning income to relying on retirement savings and benefits, how will its

spending evolve? This question is increasingly important for both policymakers and businesses adapting their strategies to an
aging population.

To understand how spending evolves with age, we first analyze the saving and spending patterns of Bank of America households
aged 60 to 69 years who receive a regular paycheck deposit into their account but are not yet receiving Social Security
retirement benefits. This helps to give us a baseline for how spending changes with age before retirement.

Our data reveals a clear trend: as 60+ workers age, their average monthly checking and savings account balances typically rise
steadily, while their spending declines. Notably, there is a marked step-up in deposit balances at age 67. In our view, this
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probably reflects a shift towards more liquid cash savings in anticipation of reduced earnings in retirement as well as lower

spending (Exhibit 4).

Exhibit 4: Average monthly checking and savings account balances
rise as individuals approach retirement

Average monthly checking and savings balances of those receiving a
regular paycheck but not a social security retirement benefit by 60-69
years (60 years old balance = 100, average of January to September 2025)
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Exhibit 5: Discretionary spending declines as people age while
spending on necessities remains steady

Necessity and discretionary spending by age (60 years old =100) and the
share of discretionary in total spending by age (right hand side, %)
(average of January to September 2025)
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Source: Bank of America internal data. Necessity spending is defined to cover gas, utilities,
medical expenses, grocery, and insurance expenses. Discretionary spending covers remaining
spending. Total spending excludes housing and debt payments.
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We find that total spending across payment channels — excluding housing and debt payments — declines with age on average.
For instance, according to Bank of America internal data, 69-year olds spent approximately 10% less in 2025 than 60 year olds
(Exhibit 5). We also find that necessity spending (see footnote to Exhibit 5) is fairly flat across the 60-69 age range, while
discretionary spending falls. In fact, discretionary spending exceeds necessity spending until age 61, after which the trend
reverses. This shift probably reflects increased financial caution as retirement approaches.

The power of a paycheck: How retirement reshapes our wallets
Using Bank of America credit and debit card data, we examine how consumers’ spending changes when they start receiving
Social Security retirement benefits. We focus on households where the primary account holder began collecting retirement

benefits at one of three key ages:

e 62 years old — the earliest eligible age for Social Security. We call this group “early retirees.”

« 66 years old — full retirement age for most of the eligible account holders in our sample data set. We call this group

“regular retirees.”

« 70 years old — the maximum age to begin receiving Social Security benefits. We call this group “delayed retirees.”

Exhibit 6 and Exhibit 7 show average deposit balances and spending patterns using aggregated and anonymized Bank of America
customer data from January 2015 to September 2025. In the charts, Year O of retirement is defined as the first 12-month period
in which the primary account holder received social security benefits.

We distinguish between two groups: those receiving benefits regardless of their employment status (represented by bars), and
those who receive benefits and have stopped earning a paycheck (represented by lines). All figures are adjusted for inflation
using the headline CPI index as of August 2025 and are relative to regular retirement deposit balance or spending in the first
year of retirement.

Early retirees have the lowest average deposit balances across 2015-2025 when they first receive Social Security retirement
benefits, regardless of whether they continue working. Regular retirees hold significantly higher average deposits than early
retirees, while delayed retirees have average balances nearly twice as high as regular retirees when they first begin receiving
Social Security benefits. Interestingly, delayed retirees who stop receiving a paycheck show markedly lower average balances
than delayed retirees who don’t stop working. This gap likely reflects the spending behavior of higher earners who continue
working and accumulate benefits without immediately drawing on them.
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Exhibit 6: Early retirees have the lowest inflation-adjusted average

Exhibit 7: Regular and delayed retirees have similar spending
checking and savings account balances

patterns
Average savings and checking balances by year from retirement, (January Total spending by year from retirement, (2015-25, adjusted by CPI
2015- September 2025, adjusted by CPI inflation, relative to regular inflation, relative to regular retirement spending in first year of
retirement balance in first year of retirement) retirement)
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Exhibit 7 shows that early retirees tend to spend the least, while regular and delayed retirees maintain similar spending levels
around retirement. However, both cohorts tend to reduce spending once they stop working, albeit gradually. This suggests that
delaying retirement may sustain spending levels and financial stability during the transition into retirement.

Indulgences in retirement: Splurging and saving

What do people spend on when they retire? Exhibit 8 shows that discretionary spending tends to rise slightly in the first year of
retirement prior to resuming a downward trend. Perhaps this brief increase could reflect the desire to enjoy newfound freedom
before settling into a more conservative financial routine. In contrast, spending on necessities continues to decline steadily
(Exhibit 9), suggesting that retirees may keep cutting back on essential outlays as part of broader lifestyle adjustments.

Exhibit 8: Real discretionary spending ticks up slightly in the year
workers retire, but declines thereafter

Discretionary spending by age of retirement (2015-25, adjusted by CPI
inflation, relative to regular retirement in first year of retirement)

Exhibit 9: Real spending on necessities declines when people stop
working

Necessity spending by age of retirement (2015-25, adjusted by CPI
inflation, relative to regular retirement in first year of retirement)
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Across all three retiree cohorts, discretionary spending remains lower than necessity spending — mirroring the pattern among

employed individuals aged 62 and older (see Exhibit 5). This consistency suggests that while retirees may indulge briefly, their
overall spending behavior tends to remain focused on essential needs.

Retiring later is becoming the norm

These findings suggest that as Baby Boomer and Traditionalists age, their spending will tend to decline. This implies that their

strong Bank of America card spending relative to other cohorts may gradually slow, unless broader “macro factors,” such as
wealth effects can offset the trend.

In our view, the possibility of lower total and discretionary spending and reduced savings in retirement is becoming a key reason
why those of retirement age may keep working. According to a Bank of America Proprietary Market Landscape Insights Study,

only around 10% of pre-retirement respondents felt confident they would be able to retire early. And around 30% thought they
would need to retire later than they would like (Exhibit 10).

Exhibit 10: Relatively few survey respondents appear confident they will be able to retire early and around 30% expect to have to retire later than
they would ideally want

9% respondents who are not retired answering they are ‘extremely’ or ‘very’ confident to given responses
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I will have enough money to | will be able to retire early
some point will be later than Iwant  lifestyle | want in retirement

last me in retirement

Source: Bank of America Proprietary Market Landscape Insights Study. Survey conducted March 2025.

BANK OF AMERICA INSTITUTE

BANK OF AMERICA

INSTITUTE 04 November 2025 5



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.

Any payments data represents aggregated spend from US Retail, Preferred, Small Business and Wealth Management clients with
a deposit account or credit card. Aggregated spend include total credit card, debit card, ACH, wires, bill pay, business/peer-to-
peer, cash, and checks.

Any Small Business payments data represents aggregate spend from Small Business clients with a deposit account or a Small
Business credit card. Payroll payments data include channels such as ACH (automated clearing house), bill pay, checks and wire.
Bank of America per Small Business client data represents activity spending from active Small Business clients with a deposit
account or a Small Business credit card and at least one transaction in each month. Small businesses in this report include
business clients within Bank of America and generally defined as under $5mm in annual sales revenue.

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

The differences between the total and per household card spending growth rate (if discussed) can be explained by the following
reasons:

1. Overall total card spending growth is partially boosted by the growth in the number of active cardholders in our sample. This
could be due to an increasing customer base or inactive customers using their cards more frequently.

2. Per household card spending growth only looks at households that complete at least five transactions with Bank of America
cards in the month. Per household spending growth isolates impacts from a changing sample size, which could be unrelated to
underlying economic momentum, and potential spending volatility from less active users.

3. Overall total card spending includes small business card spending while per household card spending does not.
4. Differences due to using processing dates (total card spending) versus transaction date (per household card spending).

5. Other differences including household formations due to young adults moving in and out of their parent’s houses during
COoVID.

Any household consumer deposit data based on Bank of America internal data is derived by anonymizing and aggregating data
from Bank of America consumer deposit accounts in the US and analyzing that data at a highly aggregated level. Whenever
median household savings and checking balances are quoted, the data is based on a fixed cohort of households that had a
consumer deposit account (checking and/or savings account) for all months from January 2019 through the most current month
of data shown.

Bank of America aggregated 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.

We consider a measure of services necessity spending that includes but is not limited to childcare, rent, insurance, insurance,
public transportation, and tax payments. Discretionary services includes but is not limited to charitable donations, leisure travel,
entertainment, and professional/consumer services. Holiday spending is defined as items in which spending in the November-
December period is usually at least 20% of total annual spending on the category.

For analysis looking at higher value transactions (including durables), we consider a value per transaction threshold estimated
with reference to the top 30% of transactions by value in 2024. The share of higher value transactions is then the number of
transactions above this threshold as a percentage of total transactions over time.

Lower, middle and higher household income cuts in Bank of America credit and debit card spending per household, and consumer
deposit account data are based on quantitative estimates of each households’ income. These quantitative estimates are
bucketed according to terciles, with a third of households placed in each tercile periodically. The lowest tercile represents ‘lower
income’, the middle tercile represents ‘middle income’ and the highest tercile ‘higher income’. The income thresholds between
these terciles will move over time, reflecting any number of factors that impact income, including general wage inflation,
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5.

6.

changes in social security payments and individual households’ income. The income and tercile in which a household is
categorised are periodically re-assessed.

Major grocery categories include sugar and sweets, juices and other non-alcoholic beverages, bakery products, processed fruits
and vegetables, fresh fruit and vegetables, coffee and tea, fats and oils, milk, cereal and cereal products, other, cheese, and
meats, poultry and fish, Other includes soups, snacks, frozen and freeze-dried prepared foods, and spices, seasonings, and
condiments.

Generations, if discussed, are defined as follows:

Gen Z, born after 1995

Younger Millennials: born between 1989-1995
Older Millennials: born between 1978-1988
Gen Xers: born between 1965-1977

Baby Boomer: 1946-1964

Traditionalists: pre-1946

Any reference to card spending per household on gasoline includes all purchases at gasoline stations and might include purchases
of non-gas items.

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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