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Personal Income and Spending

Real Personal  Real Per- Savings as a Core PCE
Personal Disposable sonal % of Per- PCE Price Price
Income % Income, Consump- sonal Index % Index %
Chg. on % Chg. on tion % Chg. Disposable Chg. on Chg. on
Month Month on Month Income Month Month
Apr 0.4 0.0 0.5 41 0.4 0.4
Mar 0.3 0.2r(0.3) 0.0 4.5r(5.1) 0.1 0.3
Feb 0.3 0.2 -0.2 4.3r(4.8) 0.3 0.4r(0.3)
Jan 0.6 1.6r(1.5) 1.3r(1.4) 4.0r(4.5) 0.6 0.6
2022 0.5 -0.1 0.2 3.7 0.4 0.4
2021 0.9 0.3 0.6 11.8 0.5 0.4
2020 0.5 0.4 0.0 16.8 0.1 0.1
2019 0.3 0.1 0.2 8.8 0.1 0.1

Stronger Real Spending, Lower Savings, and Higher Inflation in April

Nominal personal income increased by 0.4%, which matched the expected 0.4% increase.
Real personal disposable income was unchanged and follows a 0.2% reading in March.
Aggregate real personal spending was 0.5% higher in April, after an unchanged reading
in March. The 0.5% reading in real spending was the result of increases in spending on

durable goods of 1.4% and nondurable goods of 0.4%, while spending on services also rose

by 0.3%. As a result, the savings rate dipped to 4.1%.

Private sector wages and salaries (roughly 45% of personal income) were 0.5% higher in
April (current dollars), following a 0.3% reading in March. Meanwhile, government sec-
tor wages and salaries were 0.4% higher and are now 5.3% higher annually. Private sector
wages and salaries increased by 5.6% over the previous year (historical median was 6.4%
for 1960-2016), which is extremely high but below the 11% pace at the start of the year.

Lastly, the PCE price index and the core price index rose by 0.4%. The annual changes

were higher at 4.4% and 4.7 %, respectively.

The reality is that the U.S. consumer continues to hold up quite well, and certainly better
than many anticipated. This stability is likely a function of a number of factors, including
low debt levels, the still extremely low unemployment rate, residual excess savings, falling
inflation, and mortgage rates that have been locked in and therefore are slow to feel the
impact from the sharp increase in rates. Today’s data, for example, reveals that excess sav-
ings can still be estimated at about $500 billion (see exhibit page 3). However, it is worth
remembering that monetary policy acts with long and variable lags, and as we start to see

more pressure on corporate profit margins due to slower growth, this in turn will put more
pressure on companies to cut costs, including labor. The Fed’s favorite inflation data in this

report (exhibit on page 3) was clearly disappointing, and while the trend rate is still for
disinflation, it raises some doubts about current expectations for a pause in June.
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Real Personal Consumption Expenditures, % Change on Previous Month
May-22  Jun-22  Jul-22 Aug-22 Sep-22  Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23

Personal Consumption Expenditures 0.07 0.20 0.00 0.48 0.26
Goods -0.55 0.23 -0.33 0.23 0.33
Durable Goods - 043 024 010 -034
Motor Vehicles and Parts 0.77 -2.18 0.32 0.21
Furnishings and Durable Household Equipment 1.54 -0.15 0.60 -0.19 -0.69
Recreational Goods and Vehicles 0.38 0.31 - -0.60 0.02
Other Durable Goods T4 o8 092 017 -
Nondurable Goods 0.09 0.12 0.42 !
Food and Beverages for Off-Premises Consumption -0.53 -0.21 0.35 0.13 -0.29 -0.29 0.10 0.13 -0.32 035
Clothing and Footwear 033 -0.50 0.73 0.63 -0.17

Gasoline and Other Energy Goods 033 -0.76 1.62 -0.85

Other Nondurable Goods 0.41 0.13 0.10 -0.19 0.47 0.16
Services 039 019 016 - 022 001

Household Consumption Expenditures 0.35 0.18 0.18 0.19 0.11

Housing and Utilities -0.22 -0.14 -0.10

Health Care - 0.46

Transportation Services

Recreation Services 0.08 0.26

Food Services and Accommodations -0.24 0.54 -0.25 133

Financial Services and Insurance 0.10 0.21
Other Services - 0.42
Communication 0.39
Education } b I -0.05
Professional and Other -0.05
Nonprofit Institutions Serving Households -0.23

Sources: Bureau of Economic Analysis, William Blair Equity Research
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Aggregate Personal Savings vs Pre-Pandemic Trend
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Source: BEA, San Francisco Federal Reserve, William Blair Equity Research

Personal Consumption Expenditure Price Deflator & Excluding Food

& Energy
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IMPORTANT DISCLOSURES

This report is available in electronic form to registered users via R*Docs™ at https://williamblairlibrary.bluematrix.com or
www.williamblair.com.

Please contact us at +1 800 621 0687 or consult https://www.williamblair.com/equity-research/coverage for all disclosures.

Richard de Chazal attests that 1) all of the views expressed in this research report accurately reflect his/her personal views about
any and all of the securities and companies covered by this report, and 2) no part of his/her compensation was, is, or will be related,
directly or indirectly, to the specific recommendations or views expressed by him/her in this report. We seek to update our research
as appropriate. Other than certain periodical industry reports, the majority of reports are published at irregular intervals as deemed
appropriate by the research analyst.

DOW JONES: 32764.70
S&P 500:4151.28
NASDAQ: 12698.10

Additional information is available upon request.

Current Rating Distribution (as of May 26, 2023):

Coverage Universe Percent Inv. Banking Relationships * Percent
Outperform (Buy) 74 Outperform (Buy) 8
Market Perform (Hold) 26 Market Perform (Hold) 3
Underperform (Sell) 1 Underperform (Sell) 50

*Percentage of companies in each rating category that are investment banking clients, defined as companies for which William Blair has
received compensation for investment banking services within the past 12 months.

The compensation of the research analyst is based on a variety of factors, including performance of his or her stock recommendations;

contributions to all of the firm’s departments, including asset management, corporate finance, institutional sales, and retail brokerage;
firm profitability; and competitive factors.
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OTHER IMPORTANT DISCLOSURES

Stock ratings and valuation methodologies: William Blair & Company, L.L.C. uses a three-point system to rate stocks. Individual ratings
reflect the expected performance of the stock relative to the broader market (generally the S&P 500, unless otherwise indicated) over the
next 12 months. The assessment of expected performance is a function of near-, intermediate-, and long-term company fundamentals,
industry outlook, confidence in earnings estimates, valuation (and our valuation methodology), and other factors. Outperform (O) - stock
expected to outperform the broader market over the next 12 months; Market Perform (M) - stock expected to perform approximately

in line with the broader market over the next 12 months; Underperform (U) - stock expected to underperform the broader market over
the next 12 months; not rated (NR) - the stock is not currently rated. The valuation methodologies include (but are not limited to) price-
to-earnings multiple (P/E), relative P/E (compared with the relevant market), P/E-to-growth-rate (PEG) ratio, market capitalization/
revenue multiple, enterprise value/EBITDA ratio, discounted cash flow, and others. Stock ratings and valuation methodologies should
not be used or relied upon as investment advice. Past performance is not necessarily a guide to future performance.

The ratings and valuation methodologies reflect the opinion of the individual analyst and are subject to change at any time.

Our salespeople, traders, and other professionals may provide oral or written market commentary, short-term trade ideas, or trading
strategies-to our clients, prospective clients, and our trading desks-that are contrary to opinions expressed in this research report.
Certain outstanding research reports may contain discussions or investment opinions relating to securities, financial instruments and/
or issuers that are no longer current. Always refer to the most recent report on a company or issuer. Our asset management and trading
desks may make investment decisions that are inconsistent with recommendations or views expressed in this report. We will from
time to time have long or short positions in, act as principal in, and buy or sell the securities referred to in this report. Our research is
disseminated primarily electronically, and in some instances in printed form. Research is simultaneously available to all clients. This
research report is for our clients only. No part of this material may be copied or duplicated in any form by any means or redistributed
without the prior written consent of William Blair & Company, L.L.C.

This is not in any sense an offer or solicitation for the purchase or sale of a security or financial instrument. The factual statements
herein have been take from sources we believe to be reliable, but such statements are made without any representation as to accuracy or
completeness or otherwise, except with respect to any disclosures relative to William Blair or its research analysts. Opinions expressed
are our own unless otherwise stated and are subject to change without notice. Prices shown are approximate.

This material is distributed in the United Kingdom and the European Economic Area (EEA) by William Blair International, Ltd.,
authorised and regulated by the Financial Conduct Authority (FCA). William Blair International, Limited is a limited liability company
registered in England and Wales with company number 03619027. This material is only directed and issued to persons regarded as
Professional investors or equivalent in their home jurisdiction, or persons falling within articles 19 (5), 38, 47, and 49 of the Financial
Services and Markets Act of 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This
document must not be acted on or relied on by persons who are not "relevant persons.”

“William Blair” and “R*Docs” are registered trademarks of William Blair & Company, L.L.C. Copyright 2023, William Blair & Company,
L.L.C. All rights reserved.

William Blair & Company, L.L.C. licenses and applies the SASB Materiality Map® and SICSTM in our work.
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