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Personal Income Rebounds in November

Following a 0.1 percent decline in October, personal income rebounded 0.2 percent in November. Spending
rose a solid 0.5 percent, helped by strong autos and utilities spending. The saving rate fell back to 4.2 percent.

Stronger Wages and Salaries Lift Income in November Wages and Salaries
Personal income rose 0.2 percent in November, coming in short of 20% 20%
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stemmed from another sizeable drop in farm proprietors’ income. In o o

October, headline income fell by 0.1 percent as farm proprietors’ income k |
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September. For November, farm income fell 9.5 percent, weighed down by 0%
pressure on commodity prices. 5% 1 1 5o
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accounted for less than 1 percent of total income over the past 12 months—
the trend in income looks a bit stronger. Wage and salaries—which account
for a little over half of income—advanced more quickly in November, rising
0.4 percent as hourly earnings, the workweek and employment picked up. -25%
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Further boosting income in November was a rebound in receipts on assets,
as well as greater transfer payments, rental income and nonfarm Real Consumer Spending
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proprietors’ income. Total income is up at an annualized rate of 2.3 percent s 8%
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Consumer Spending Strengthens |

Consumer spending rose in line with expectations, rising 0.5 percent in 4% T 4%
November. Colder-than-usual temperatures look to have given a boost to o | /_N\J o
services spending, which rose 0.6 percent in November, the strongest

monthly gain since August 2007. Strong auto sales in November helped to 0% 0%

lead spending on durables 1.9 percent higher, while spending on \\/
nondurables contracted. With inflation low, real spending advanced at the " |
quickest pace since February 2012.

over the past three months.
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Consumers look to be growing more confident in their income prospects.

The saving rate fell to 4.2 percent in November, the lowest rate since early % ;; s . e o s - o
in the year when tax changes shocked disposable income. We look for

income and spending to rise more quickly over the coming year as the labor Both Serieiﬁ%_&fﬂ ?,,ES: 5 Averages

market and consumer confidence strengthen further. 8.0% 8.0%
Inflation Still Quiet 6.0% | 1 6.0%

The Federal Open Market Committee’s decision last week to begin reducing
the pace of asset purchases, even with the PCE deflator for October running
at 0.7 percent year over year, showed the weak rate of inflation is not a *°*7 /\/\\,\ 0%
significant concern for the Fed. In November, the PCE deflator was flat for o.0%
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the second consecutive month. Excluding energy and food, inflation ticked oo | \ | 2o
up 0.1 percent, keeping the year-over-year gain at 1.1 percent. The recent
pickup in income and spending should help to further lift broad price levels -+0% 1 T -40%
and bring inflation closer to the Fed’s 2 percent target over the next few ., | S 1 6.0%
years—the time horizon the Fed is most concerned about when formulating —Year-over-Year Percent Change: Nov @ 0.8%
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