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US Data Insight 
Personal Income and Consumption (December) 

Consumers remained very cheerful during the holiday season with household 

spending posting a 0.2% gain in December on the back of an upwardly revised 0.6% 

jump in November. Household spending remains on a strong trajectory, and it is 

expected to grow around 3% in 2014Q1. Looking into 2014, stronger consumer 

spending activity should underpin an acceleration of real GDP growth to 3%.  

Impact & outlook 

Consumers felt quite cheerful during the holiday season 

with household spending posting strong back-to-back 

gains in November and December. Overall, in 2013, real 

consumer spending did not post a single monthly decline 

with the annual pace reaching a healthy 2.5% in 

December. An improving labor market, growing income 

and subdued (but well anchored) inflation were the main 

underpinnings to this gradual pace acceleration.  

In December, nominal personal income increased a small 

$2.3 billion as private wages and salaries inched up only 

$0.7 billion, and minor gains and losses in other income 

subcategories offset each other. After adjusting for the 

0.2% advance in prices and taxes, real disposable fell 

0.2%, leaving the annual pace at -2.7%. Normally, this 

would be troublesome since weak income growth would 

not be supportive of strong consumer spending trends. 

However, one should be very cautious with year-on-year 

comparisons in December and January since personal 

income in December 2012 was boosted by the 

accelerated and special dividend and bonus payments 

pre-fiscal cliff. Somewhat more worrying is the fact that 

the savings rate fell to 3.9% – the lowest reading since 

January – indicating some of the gains in spending may 

have been financed through reductions in savings. 

Looking ahead though, we expect real consumer 

spending to grow around 3% in Q1 supported by an 

improving labor market and rising incomes. The pace of 

growth should gradually pick up throughout the rest of the 

year. In 2014, we expect the best looking locomotive will 

have “USA” painted on its side. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(Percent change) Oct/13 Nov/13 Dec/13

Personal Income -0.1 0.2 0.0

Disposable Income

Nominal -0.2 0.1 0.0

Real -0.2 0.1 -0.2

Personal Consumption Expenditures

Nominal 0.1 0.6 0.4

Real 0.1 0.6 0.2

PCE Price Index 0.0 0.0 0.2

Core PCE Price Index 0.1 0.1 0.1

Personal Income and Consumption

 

 

-6

-5

-4

-3

-2

-1

0

1

2

3

4

Jan/11 Jul/11 Jan/12 Jul/12 Jan/13 Jul/13

%

Source: BEA/Haver

US: Personal income and consumption

Real consumer spending

Real disposable income


