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The US economy is rebalancing after years of distortion. We recently noted 
this is happening in the labor market as job growth slows, wages cool, and 
labor turnover declines. Is similar normalization ongoing in consumer 
spending? Overall consumer spending remains fairly healthy, but there are 
a few ripples appearing on the surface for some pockets of American 
consumers. 

 

Despite more than two years of elevated inflation and higher interest rates, 
US consumer spending has been resilient. Excess income and savings that 
previously drove very high consumer spending growth have diminished, but 
tight labor markets and decent wage growth have buttressed spending. And 
for years, consumers across the income spectrum have seen improvement 
in their finances: lower-income households have seen above-trend nominal 
wage gains, and higher-income households have benefited from surging 
equity prices, appreciating home values, and rising interest income. 

At the same time, a few warning signs are cropping up. Retails sales data have 
been mixed, and personal consumption spending growth was recently revised 
down. The labor market is strong, but it has softened. 

One of the most significant yellow flags in consumer spending has been the rise in delinquency rates. After bottoming 
out in early 2022 at just 4.1%, 30-day credit card delinquency rates have now more than doubled to 8.9%, according 
to the Federal Reserve Bank of New York. This is well above the pre-pandemic level and the highest since 2011.  

Interest-rate hikes largely appear to have had a muted effect on the economy so far compared to many expectations, 
especially in equity and capital markets. But higher rates are clearly starting to bite for lower-income households and 
borrowers with lower credit scores who rely on revolving credit.  
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A cohort of households has been squeezed by higher inflation and interest rates. Although for now this may have a 
limited effect on aggregate consumer spending, it is a trend we will be following closely as downside risks have grown. 
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Sign up to receive regular market & economic updates straight to your inbox. 
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The views expressed are those of the author(s) at the time of writing and are subject to change without notice. First Citizens does not assume any liability for losses that 
may result from the information in this piece. 

This material is for informational purposes only and is not intended to be an offer, specific investment strategy, recommendation, or solicitation to purchase or sell any security or insurance 
product, and should not be construed as legal, tax or accounting advice. Please consult with your legal or tax advisor regarding the particular facts and circumstances of your situation prior 
to making any financial decision. While we believe that the information presented is from reliable sources, we do not represent, warrant, or guarantee that it is accurate or complete. 

Your investments in securities and insurance products and services are not insured by the FDIC or any other federal government agency and may lose value. They are not 
deposits or other obligations of, or guaranteed by any bank or bank affiliate and are subject to investment risks, including possible loss of the principal amounts invested. 

About the Entities, Brands and Services Offered 
First Citizens Wealth™ (FCW) is a marketing brand of First Citizens BancShares, Inc., a bank holding company. The following affiliates of First Citizens BancShares are the entities through 
which FCW products are offered. Brokerage products and services are offered through First Citizens Investor Services, Inc. (”FCIS”) , a registered broker-dealer, Member FINRA and SIPC. 
Advisory services are offered through FCIS, First Citizens Asset Management, Inc. and SVB Wealth LLC, all SEC registered investment advisers. Certain brokerage and advisory products 
and services may not be available from all Investment Professionals, in all jurisdictions, or to all investors. Insurance products and services are offered through FCIS, a licensed insurance 
agency. Banking, lending, trust products and services, and certain insurance products and services are offered by First-Citizens Bank & Trust Company, Member FDIC, and an Equal 
Housing Lender and SVB, a division of First-Citizens Bank & Trust Company.  

For more information about FCIS, FCAM or SVBW and its Investment Professionals click here: 
https://www.firstcitizens.com/wealth/disclosures
https://www.svb.com/private-bank/disclosures/form-adv/

 
 

©2024 First-Citizens Bank & Trust Company. All rights reserved. Silicon Valley Bank, a division of First-Citizens Bank & Trust Company. Member FDIC., First Citizens Wealth is a trademark 
of First Citizens BancShares, Inc. .
 P00158_0603
24 

 
P00117 

First Citizens Wealth TM 

 

Making Sense 

http://www.firstcitizens.com/wealth/disclosures
http://www.svb.com/private-bank/disclosures/form-adv/
http://FIRSTCITIZENS.COM/WEALTH

	A Rebalancing Economy Produces Some Ripples on the Surface of Consumer Spending 
	CONTACT 




