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Summer Rec

While spending on services is still stuck in the grip of COVID-19, goods-related spending is fast-approaching
Sull recovery. Recreation-related spending is more than 10% above its pre-recession peak.

Services Spending Recovery Dependent Upon Re-opening Real Personal Consumption of Services

Of all the money spent by consumers in the United States, the largest share 6% ondrovernonth percent Shenee 6%
(about 64%) goes to spending on services. Although spending here is a% + 4%
typically resilient, even in a recession, March and April both saw steep 2% + 20
declines, which left services outlays 19.8% below the February peak 0% ottt fotac st s sl 41t 0%
(top chart). Services ticked up 5.2% in May but have a long way to go, . | 1 0

although eventually, once stay-at-home restrictions are lifted, a pent-up
demand for services will be a key factor in the shape of the recovery. In an
upcoming special report we will examine how the resurgence of the virus
could slow that recovery.
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Goods Spending is Coming Back Fast
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The rest of consumer spending (36%) goes toward goods purchases with a  _,,, 14%

bit more than half on durable goods—the longer-lived and often bigger ticket 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20
items—and the rest to non-durable goods—those items with a shorter-

lifespan like food, disposable household items and gasoline. Non-durables Dura E@I;S Sfegggscﬁggfgglmalriocrfé?ilig:kpti0n

have held up in this cycle as grocery store spending helped propel non- 13 r——0oH——— . 13
durable goods spending to a record high in March. Nov-73 to Mar-75
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Durables spending is typically where you often see the downside in consumer 1.2 +| =38 to Mor-o1 ot12
spending, although the extent of decline and the time it takes to fully recover Dec-07 to im0 o4

varies considerably (middle chart). In the wake of 2008-2009 recession, ,, | /\/ i1
durable goods spending took four years to get back to its former glory

compared to about a year and a half on average of the other six recessions.
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Real durable goods spending rose 29% in May. The peak here was in
January, and the surge in May puts the level of durable goods only 1% below J\/
that peak. One key factor in the resurgence has come from an unlikely place. o7
Clark, That There is an RV
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You do not typically see spending on recreational goods driving consumer t s, w10 w15 w20 w25 £430
spending during a recession, but that is exactly what is happening in this

cycle. The category “recreational goods and vehicles” is more than Real gg:?elzfm?rg?gfk S‘;Qf;ﬁ,g‘p“°”

10% higher than its February peak, or over $78 billion in annualized dollar ~ 20% 20%
terms. Nearly $40 billion of the increase in this category comes from 15% + 13.0% 1 15%
computers and other information processing equipment as homebound 1o0% |
workers equip the home office. Spending on sporting equipment is  se | 1 5%
$23 billion above its January peak as households in lockdown have been  , | . — 1 0%
buying up swing-sets, basketball hoops and trampolines. Perhaps the , | % 2.7% 1.2% 1 sop
ultimate discretionary durable good is the recreational vehicle or RV. With
flying and hotel stays losing their luster, RV sales jumped nearly $10 billion
in May, but this category remains about $2 billion off its prior peak.
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The longer road here could be tougher, however. Equipping the home office ,_ | |
does not have to happen twice and once the hoop is up, it is there for years. 000 ‘ ‘ ‘ | -25.9%
For now though, a surge in recreational goods has helped lift durables Durables  Autos  Furnishings RecGoods& Other

. Vehciles Durables
spending.

-30%

Source: U.S. Department of Commerce and Wells Fargo Securities


mailto:tim.quinlan@wellsfargo.com
mailto:shannon.seery@wellsfargo.com
https://image.mail1.wf.com/lib/fe8d13727664027a7c/m/4/pent-up-services-20200424.pdf

Wells Fargo Securities Economics Group

Mark Vitner

Sam Bullard

Nick Bennenbroek
Tim Quinlan
Azhar Igbal

Sarah House
Charlie Dougherty
Michael Pugliese
Brendan McKenna
Shannon Seery
Jen Licis

Hop Mathews

Coren Burton

Jay H. Bryson, Ph.D.

Chief Economist

Senior Economist
Senior Economist
International Economist
Senior Economist
Econometrician

Senior Economist
Economist

Economist

International Economist
Economist

Economic Analyst
Economic Analyst

Administrative Assistant

(704) 410-3274
(704) 410-3277
(704) 410-3280
(212) 214-5636

(704) 410-3283
(212) 214-2029
(704) 410-3282
(704) 410-6542
(212) 214-5058

(212) 214-5637

(704) 410-1681

(704) 410-1309
(704) 383-5312
(704) 410-6010

jay.bryson@wellsfargo.com

mark.vitner@wellsfargo.com
sam.bullard @wellsfargo.com
nicholas.bennenbroek@wellsfargo.com
tim.quinlan@wellsfargo.com
azhar.igbal@wellsfargo.com
sarah.house@wellsfargo.com
charles.dougherty @wellsfargo.com
michael.d.pugliese@wellsfargo.com
brendan.mckenna@wellsfargo.com
shannon.seery@wellsfargo.com
jennifer.licis@wellsfargo.com
hop.mathews@wellsfargo.com

coren.burton@wellsfargo.com

Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the
U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp.
Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not limited to,
Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International Limited,
Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.
Wells Fargo Securities, LLC. is registered with the Commodities Futures Trading Commission as a futures commission merchant and is a
member in good standing of the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodities Futures Trading
Commission as a swap dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC. and
Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative products, any of which may be discussed within this
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability and
revenue of the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general
information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC
assume any liability for any loss that may result from the reliance by any person upon any such information or opinions. Such information
and opinions are subject to change without notice, are for general information only and are not intended as an offer or solicitation with
respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity
and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company © 2020 Wells Fargo Securities, LLC.

Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSILis a U.K. incorporated
investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services
and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does
not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be
available. This report is not intended for, and should not be relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE

WELLS
FARGO



