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United States: Disposable Income and Spending Pull Back before
a March Surge
HIGHLIGHTS
f Real household consumption expenditures in the United States
fell 1.2% in February after rising 3.0% in January (revised
from 2.0%) and declining 0.9% in December and 0.6% in
November.
f Real consumption of durable goods was down 4.6%,
including declines of 4.2% for cars and 5.0% for furniture.
Real consumption of non-durable goods decreased 2.5%,
with clothing down 4.9%. Real consumption of services
posted a 0.1% decrease despite a 3.9% hike in energy
consumption to meet the demand for heating.
f Real disposable income tumbled 8.2% in February after
surging 11.1% in January.
f The household savings rate went from 19.8% in January to
13.6% in February. One year ago, it was at 8.3%.

COMMENTS
There had been a feeling that disposable income and
consumption would pull back. These declines are perfectly
normal after the strong showing in January, which was
supported by the US$900B federal relief plan passed at the
very end of 2020. This plan boosted jobless claims benefits and
provided a one-time amount of US$600 per individual up to a
certain income level. Once this allocation was distributed, income
could only go down. The effect on consumption was already
visible in the decline in February’s retail sales figures published
a few weeks ago. Additionally, it appears that the decrease
was made worse by the bad weather that hit mid-February.
Despite the drop, consumption levels in February continue to
exceed those of December. By combining January and February,
consumption was up 6.3% annualized compared to the previous
quarter.

GRAPH
The drop in income is due to the decrease in the US$600 granted
as part of the relief plan passed in December
United States – Impact of support measures on personal income
In US$B

21,500
20,500
19,500
18,500
17,500

JAN.
2020

MAR.

MAY.

Personal income excluding measures
Unemployment insurance

JUL.

SEP.

NOV.

JAN.
2021

Other programs
Special individual allocations

Sources: Bureau of Economic Analysis and Desjardins, Economic Studies

Furthermore, this figure doesn’t include the anticipated jump
in March. That’s when the US$1,400 per individual allocated in
the new relief plan signed by President Joe Biden on March 11
kicked in. Distribution of this money was quickly rolled out, and
the bulk of the positive impact on income will be seen as early
as this month. There may also be a positive effect on household
spending and savings, which, in the long run, will boost
consumption in the coming months and quarters.

IMPLICATIONS
The drop in income and consumption isn’t a concern, and these
two indicators are expected to climb quickly in March. Economic
growth looks to be strong in the first quarter of 2021, i.e.,
around 7.0% annualized. The effects of the new relief plan and
the successful vaccination rollout will provide an additional boost
to the economy in the next quarters.

Francis Généreux, Senior Economist

François Dupuis, Vice-President and Chief Economist • Mathieu D’Anjou, Deputy Chief Economist
Hélène Bégin, Senior Economist • Benoit P. Durocher, Senior Economist • Francis Généreux, Senior Economist
Desjardins, Economic Studies: 514‑281‑2336 or 1 866‑866‑7000, ext. 5552336 • desjardins.economics@desjardins.com • desjardins.com/economics
NOTE TO READERS: The letters k, M and B are used in texts and tables to refer to thousands, millions and billions respectively.
IMPORTANT: This document is based on public information and may under no circumstances be used or construed as a commitment by Desjardins Group. While the information provided has been determined on the basis of data
obtained from sources that are deemed to be reliable, Desjardins Group in no way warrants that the information is accurate or complete. The document is provided solely for information purposes and does not constitute an offer
or solicitation for purchase or sale. Desjardins Group takes no responsibility for the consequences of any decision whatsoever made on the basis of the data contained herein and does not hereby undertake to provide any advice,
notably in the area of investment services. The data on prices or margins are provided for information purposes and may be modified at any time, based on such factors as market conditions. The past performances and projections
expressed herein are no guarantee of future performance. The opinions and forecasts contained herein are, unless otherwise indicated, those of the document’s authors and do not represent the opinions of any other person or the
official position of Desjardins Group. Copyright © 2021, Desjardins Group. All rights reserved.

