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Noncash payment trends: FRPS

Number of US payments by all sectors (household, business, government)
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Consumer payments data program

Year Survey of CPC Diary of CPC Electronic
(Boston Fed) (3 Fed Banks) Transactions Data

2003 524 (Boston Fed employees)

2004 4,631 (Fed employees) -- —
2005 -- - -
2006 1,500* -- -
2007 -- - -
2008 1,010 -- -
2009 2,169 - -
2010 2,102 353 --
2011 2,151 389 ==
2012 3,176 2,547 --
2013 2,042 (est.) - -

* Sponsored by the AARP. Red indicates pilot studies. All samples are U.S. consumers except where noted.
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Survey of Consumer Payment Choice
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Money vs. payment instruments, v2.0
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S Basic Money Instrument . .
Asset or Liability or Debt (derivative media) Physical trait
Currency in circulation Currency
Travelers check Travelers check
Paper / metal
Check
Money order
Money Demand deposit Online banking bill pay
(M1) accounts (OBBP)
Electronic
& Bank account number
payment (BANP)
Other checkable
deposits
Debit card
Prepaid card Card
Credit Revolving credit Credit card
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Consumer adoption of payments: 1989-2012
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Most Consumers Hold 5 or 6 Instruments
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Monthly payments per capita
Survey aggregation issues
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Consumer payment use by instrument:
2003 — 2012, SCPC

Percentage share of monthly payments
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Consumer payment use by transaction:
2008-2012

)
o

IN
o

------------------ Red — Bills

S
IN
o

n

® o
-
-
-
-
-
-
-
-
-

0)
w
ol

|

ansacti
w
o

r
N
ol

N
o

Shareof T
o1

esoe ecec0000000000000000000000
ec00000000000000 . eesccoe eecccccoe
. eec00c00000000000000000000000
eccco® oo
ecsoccooc® eecccce
escooe® eecccoe
sseee

10&‘“‘--\<~‘g o ﬁ_g—-
5 P —— e o e o

O I I I 1
2008 2009 2010 2011 2012
Automatic = = Online
------ By mail, in person, or by phone Online or electronic
=== Retailgoods @ eeeeee Services

- - Person to person
2008-2012 Survey of Consumer Payment Choice

@]
)|

CONSUMER PAYMENTS — FEDERAL RESERVE
Research Center e BANK OF BOSTON™




Cash Holdings

Total cash holdings
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Dollars

U.S. domestic currency in circulation

Q4/2005 Q4/2006 Q4/2007 Q4/2008 Q4/2009 Q4/2010 Q4/2011 Q4/2012

Source: Federal Reserve Statistical Release, 2008-2012 Survey of Consumer Payment Choice (SCPC)
te: Capita is defined as 18+ non-institutionalized civilians. Cash holdings exclude large values.
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Cash Withdrawals by Location
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SCPC Questions on Assets and Liabilities
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SCPC Panel
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About
the Fed

Banking
Information

Conferences and Events

Data
Economists

National Economy and
Monetary Policy

Papers and Publications
Recruiting
Regional Economy

Research Units

News &
Events

Research
& Data

Education
Resources

Consumer
Information

Community
Development

Consumer Payments Research Center
Contributing to informed public policy for payments systems

The Consumer Payments Research Center conducts survey, econometric, and theoretical
research to contribute to public policy that maximizes the welfare of all members of the economy,

2010 Survey of Consumer
Payment Choice

In 2010, the number of consumer
payments increased nearly 9
percent.

¥ U.S. Consumer Demand
for Cash

~ People with credit card debt do not
change their cash holdings with
interest rates.

o S

Security of Retail Payments:
The New Strategic Objective
Simulation results show security improvements.
would have only a small effect on the use of
individual payment instruments.

Video: Morning Coffee and
Payment Choice

Why study consumer payment
| choice?

Connecting payments research and development economics

March 2014. Robert M. Townsend, Elizabeth & James Killian Professor of Economics at MIT, has
joined the Consumer Payments Research Center as a visiting scholar. [link to bio]

Atheorist, macroeconomist, and development economist, Rob leads the Thai Family Research
Project, which has collected 15 years of annual data for more than 1,200 households in Thailand
and, separately, monthly data for 700 households. The surveys collect detailed information about
income, entrepreneurial activity, cash flow, use of informal and formal financial senvices, and
household balance sheets

Atthe Consumer Payment Research Center, Rob is looking atissues related to the optimal
number of payment networks in an economy.

Publications

Stay Connected
SO0BE0E®
CPRC Home

About CPRC

Research

Events & Presentations

Data Resources

Subscribe for CPRC Updates

cprc.bos@bos. frb.org
§17.973.3049

Payments Resources

Federal Reserve Payments Study
o

Federal Reserve Survey of
Consumer Finances #

Board of Governors Payment
Systems

Boston Fed Payments Strategies
(Mobile Payments Industry
Workgroup)

Chicage Fed Payments Studies®

New York Fed Payment Systems
o

Philadelphia Fed Payment Cards
Center &

Kansas City Fed Payments
System Researche

Richmend Fed Payments Studies

Federal Reserve Financial
Services o
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Diary of Consumer Payment Choice
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General iInformation

2012 Survey

2012 Diary

Mode

Number of
required log-
INs

Median time
burden

Cognitive
burden

Administrative
burden

N

Online

One

37.7 minutes

Prompted recall

Self determined
e 93.5% respond within 30
days of invite

2065

Paper diary with nightly
online survey

Nightly for three nights

12 minutes online each night
e 1?77 per transaction in
paper diary

Recording activity

Must start on assigned date

2468
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SCPC and DCPC Comparison

Feature Survey Diary
Financial responsibility X

Characteristics of %

payment instruments (PI)

Adoption of PI X X (implied)
Cash activity X X
Frequency of use of Pl X X

Payment (expend.) types

Dollar values of payment
activity

Miscellaneous
Demographics

7 (3 bills+4 other)

45 (linked to NAICS)
X

XD
X
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DCPC Long-Form Memory Aid

Did you pay
afee?

¥/N

)
ol

Y/N
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DCPC Long-Form Memory Aid (cont.)

P1:
PZ:
P3:
P4:

PL:
Pb:

L1:
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Cl:
c2:
C3:

51:
52:
53:
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Payment Method Codes

Cash P7: Bank account number payment
Check P8: Online banking bill payment
Credit card P9: Money order
Debitcard (Used PIN) P10: Traveler's check
Debitcard (Did not use PIN) P11: Text message payment
Prepaid/Gift/EBT card P12: Other payment method
Location Codes
Payment in person L2:Payment not in person
Device Codes
Computer (laptop or desktop) Dd: Landline phone
Tablet (e.g., iPad, Kindle) D5: Mail or delivery service
Mobile phone D6: None of the above
Cash Location Codes
ATM C5: Check cashing store
Cach back at a retail store C6: Employer
Bankteller C7: Cashrefundfrom returning goods
: Family or friend C8: Other location
Cash Source Codes
Checking account 55: Credit card cash advance
Savings or other bank account 56: Prepaid card cash withdrawal
Salary/wages/tips 57: Another person
: Cashing a check 5B: Other source

FEDERAL RESERVE
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Consumer Expenditure Diary (BLS)
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Diary participation 9/29-11/2
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Summary of 2012 Survey and Diary Results

SCPC (Number)

m Cash
m Check or
money order
DCPC (Number) m Payment
cards
________ m Electronic
~~~~~~~~~~~~~~~~~~~~~~~~~~~ payments
™. mOther
\DCPC (Value) '
/ ......... e 1___ L — [ T 1
0% 20% 40% 60% 80% 100%
A “game
Changel’. L Source: 2012 Survey of Consumer Payment Choice;

2012 Diary of Consume Payment Choice
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Consumer payment use by instrument:
2008 — 2012, SCPC and DCPC
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Grocery Payments Then and Now
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SCPC+DCPC ~ SCF + CES ?

Survey of Consumer Consumer Expenditure
Finances (Fed Board) Survey (BLS)

 HH finance e Consumption

e Income expenditures
 Balance sheets o Detailed quantities

Price per unit
o Long run (lots) - P

o Short run (some) * Income
= Some payments o Demographics
* Demographics




Expenditures and income

Expenditures = Income - Savings

Source $tr % of APDI
Personal disposable income (NIPA, 2012 Q4) 12.5
Total
Excl. imputed rent and Medicare/aid 11.0
Personal savings 0.8
Adjusted personal disposable income (APDI)
10.2 100
DCPC
9.7 95

All expenditures

Table: Expenditures from different sources

Adjusted personal disposable income minus savings comes close to

the DCPC aggregate!
Is this the right way to think about DCPC expenditures?
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Conceptual differences

... Consumption vs. expenditure NOT the same
... Expenditure that is not consumption: Credit card bills
... Consumption measured differently: Leasing a new car

... Real vs. imputed consumption (NIPA)

DCPC Expenditure Categories

Food and Personal Care Supplies

Auto and Vehicle Related x
General Merchandise

Entertainment and Transportation

Housing x
Medical, Education, Professional Services x
Financial, Professional, Miscellaneous x
Govrnment and Nonprofit x
X

Table: DCPC main expenditure categories vs. NIPA definition

Elle

Research Center
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Comparison with various measure of

consumption
Source $tr % of adjusted
PCE Personal Cons. Expenditure (2012)
Total 11.1 122
Adjusted PCE 9.1 100
DCPC (2012)
Consumption only* 8.1 89

Consumer Expenditure Survey (2012)

Total 6.4 70
Adjusted CEX 5.1 56
Hurd & Rohwedder (2011 Q4) 5.4 59

* Excluding mortgage, financial services, insurance, taxes, P2P transfers

Table: Measures of aggregate consumption

Cille
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2010-2012 assets and lLiabilities

Tahble 5

Current Adoption of Pavment Instruments, by Type of Asset or Liabilitv=+

Percentage of consumers

2010 2011¢ 2012
Assets
Money (M1)+

Cash({currency)¥ . 100.0 99 8 100.0
Travelers check? 6.2 24 14

Demand Deposit Accounts, Consumer 96 4 95.0 96.4
Check 87.0 855 854
Cashier's check na na 82
Certified check. ..o na na 45
MOmEy OTdeT S e 236 225 217
Pavment cards (4 categories) 942 947 na
Debat Card. e 784 76.6 785
Online banking ball payment . 48 8 519 553
Bank account number paymentd 64.8 65.7 62.7

Demand Deposit Accounts, Other 236 225 290
Cashier's check ..o na na 82
Certified check .o na na 4.5
Momey OTder S e 236 225 21.7

Other
Direct Deduction from Income?} 175 212 164
Prepatd e na 51.0 523
Prepatd (4 Catemomies ) e 382 288
Liabilites

Credat Card . e 703 69.8

(@)
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Mobile banking and payments
Survey aggregation issues

35
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Percentage of consumers

Mobile banking adoption
(new definition)

Mobile banking use
(new definition)

Mobile banking adoption
(old definition)

15 - ®
I Mobile payments
10 any type*
Mobile banking use Mobile payments by
5 (old definition) contactless
Mobile payments by l:- l jlj -
0 text —i— —8
2008 2009 2010 2011 2012

30

25

20

15

10

0

Source: 2008-2012 Survey of Consumer Payment Choice;
*Consumers and Mobile Financial Services, Federal Reserve Board.
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Adoption

Full and direct

Adoption implied

measurement through use
Payment instruments SCPC DCPC
Bank accounts SCPC DCPC
Mobile payments SCPC DCPC
technology
Bank account access SCPC DCPC

methods

Elle
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Payment instrument use

SCPC DCPC
Purchases X X
Bills X X
Online payments X X
Person-to-person X X
Dollar values X
Cash on hand when making payment X
Number of transaction categories 7 45

=0
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Cash

SCPC

DCPC

Cash on hand
Payments
Withdrawals
Deposits
Cash-to-coin
Coin-to-cash
US-to-foreign
Foreign-to-US
Daily cash flow

X

X X X X X X X X

CONSUMER PAYMENTS
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Two survey instruments, two measurements

Observation: Different methods yield different results.

Monthly Number of Bill Payments, by
Transaction Type

25.0 -
> 22.0
wn
£20.0 -
()]
-
D?c_s‘ 15.0 -
- 11.3
E 10.0 - 82
0
E
> 50 -
0.0 - I I ]
SCPC DCPC USPS*

®m Automatic = Online  m By mail, in person, or by phone

Note: sub categories do not sum to total due to rounding
*USPS Data available for 2011
Source: 2012 Diary and Survey of Consumer Payment Choice [Preliminary]
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DCPC capable of measuring more,
but IS It more accurate?

Bill payments by day of month

SCPC

*  Number of Bills:
» Transaction II I II II III
> PI

Number of bills

Day in October 2012 o

.....
_____

Note: red indicates weekend
Source: 2012 Diary of Consumer Payment Choice [Preliminary]
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Survey sampling units

SCPC

SCF

Individual consumer

Primary economic unit

 We do ask about some behaviors that ¢ Near the end of the survey there are

are often shared o

r jointly owned Q’s about other independent

within a HH, such as bills or bank members of the household

accounts.

* We ask the financial responsibility
Q’s to get a sense of the R’s role in

the HH.

CONSIDERATIONS FOR SCPC RESPONDENTS:

 Some could find it difficult to answer Q’s about bills and bank accounts in
terms of the PEU, not as an individual.

« Hard to know all payment behavior of other HH members, especially cash.

« SCPC instructs R to only answer for his/herself, even on questions about
bills or bank accounts.

[
R

|P | CONSUMER PAYMENTS
C| Research Center

A
a— FEDERAL RESERVE
ey BANK OF BOSTON™




Income

SCPC

SCF

Total HH income category during past
12 months:

1. Lessthan $5000

to

17. $200,000 or more

Respondent’s income rank within HH

Income $ value for PEU in last calendar
year, for each of 12 categories,
including:

 Wage and salary income

* Income/losses from business

* [Interest & dividend income

* [nvestment & rental income

“Normal income” — was this salary
high/low/normal, and why?

Salary vs inflation comparison
1. Past5years
2. Expectation for next year

C|P | CONSUMER PAYMENTS
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Short term (liquid) assets

SCPC SCF
Currency, U.S. $
Currency, foreign
Currency, virtual/digital (private)
Travelers checks A
Checking accounts (banks) A AS$
Savings accounts (banks) A AS$
Prepaid cards (bank and nonbank) AS$
Nonbank checkable investment accounts A$
Nonbank online payment service (e.g., A

PayPal)

@)

P | CONSUMER PAYMENTS
C| Research Center

A
a— FEDERAL RESERVE
ey BANK OF BOSTON™




Payment instruments, by asset

SCPC SCF

Cash (currency) A, U#), B($), W($)

Travelers check A U#H)

Checking accounts A A, B($)
* Check A, U#)

* Debit card A U#H) X

* Online banking bill payment A U#)

* Bank account number payment A U#H)

» Cashier’s check A

» Certified check A

* Money order A, U#H)

Prepaid cards (DDAs and other backing) A, U(#), B($)

Direct deduction from income A

Liabilities: Credit cards A, U(#), D A U($), D(9),

DL($)

Elle
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Banking & payment practices

SCPC

SCF

Automatic bill payments

Credit card revolving/convenience use
Visits to bank teller

ATM use

Telephone banking

Online banking

Mobile banking

Mobile payments

Check cashing store use

X X X X X X X X X X

Cash back at retail store

X X X X X X

Elle
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