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Data Release: Consumer spending rises at its fastest pace in five months in August 

 Personal income rose 0.3% in August, in line with expectations. Controlling for inflation and removing 
taxes, real disposable personal income also rose 0.3%.  

 Personal consumption rose by 0.5% (in nominal terms), ahead of expectations for 0.3%. In real 
terms spending was also up 0.5 % – a robust rebound from July's slight decline, which was itself 
revised up to -0.1% (from -0.2% previously). 

 Spending rose strongly across all major categories. Real durable goods spending led the way, rising 
by 1.9%. Spending on services and non-durables rose 0.4% and 0.3%, respectively. 

 Inflation as measured by the year-over-year change in the personal consumption deflator 
decelerated to 1.5% from 1.6% in July. Core inflation (excluding food and energy) remained steady 
at 1.5%. Both core and headline readings were marginally above market expectations for 1.4% a 
piece. 

Key Implications 

 Robust spending growth in August – the strongest pace since March's weather-related rebound – in 
combination with the upward revision to July, suggests modest upside to our economic forecast and 
suggests real GDP is on track for growth of around 3.5% in the third quarter.  

 The deceleration in inflation in August – due mainly to falling gasoline prices –  is a boon to real 
income growth. Faster real income growth on the back of falling commodity prices represents an 
upside to domestic spending growth that will help to offset to the impact of a weaker external 
environment.  

 The disinflationary impulse running through the American economy is likely to gain the attention of 
the Federal Reserve. Inflation has been running under the Fed's target for close to two and a half 
years. This is just as likely as developments in the labor market to give the Fed pause in moving 
interest rates. 
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