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SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis and Bureau of the Census; and Board of Governors of the Federal Reserve System. 

Despite some nnocleK~tion over the 
past six months or so,  the trend 
growth in inf;ktion-;icljc~stecI~ or real, 
dispoxiit'le income continues to 
outpace red spcncling, lnostly as a 
result of a persistent strengthening 
in pesson:~l income. Incleed, the re- 
cent trencl in seal spencling growth 
has shown little cleviation from the 
solicl 2l/L(H1 to 31/L(Yh /i)i~ige it has fol- 
lowecl t i~r  the past three years. 

Althoe~gh trencls in hoe~seholcl in- 
come ancl spcncling are generally fa- 

vol.al>le, retailers are reporting the 
c~sual anxiety over holiday spending 
prospects. Excluding autos, retail 
spending cluring November and De- 
cemhes typically accounts for 20% or 
niorc of a retailer's receipts for the 
yea]; maliing these months pivotal. 

Anlong the factors affecting the 
cclment holiday sales outlook is a rel- 
atively high level of consumer debt, 
since a substantial share of holiday 
s ~ x ~ i d i n g  is financecl by revolvi~ig 
clel~t. or creclit carcls. During Novem- 

ber ancl December, creciit card hal- 
ances terlcl to Ix~lloon by about 4% 
of clisposable income; conseqc~ently,. 
a liq~~iclity-constl.ainet1 consumer 
could liniit holiday sales prospects. 

There are n o  current indications 
that householcls' liquiclity is im- 
pairecl, however. While the clelin- 
quency rate o n  installment debt is 
rising (as it  often does cluring peri- 
ods of econornic growtli)~ the cur- 
rent rate-less than 2%-is e s -  
tremely low 11y historical standarcls. 
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