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US consumers remain under pressure as
sentiment slides

Consumer confidence remains under pressure from weak wage growth,
high motor fuel costs and worries about job security. However, spending
is holding up, reflecting the growing dominance of high-income
households, who are in a much stronger financial position
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Sentiment slide would normally be bad news for spending...

Today's data flow has produced very weak University of Michigan sentiment, falling to 46.3 in
October from 48.1. This is the second-weakest reading of all time (the weakest being in May of
this year). Current conditions exhibited the greater pain, falling to 44.7 from 50.9, which is a
new low and doesn't bode well for Republicans in the mid-terms. High gasoline prices, weak
income growth and job security all remain the key themes with steep falls seen in all the
"good time to buy..." categories. 73% think it is a bad time to buy a major household
appliance, 78% think it is a bad time to buy a vehicle and 87% think it is a bad time to buy a
home.

Consumer confidence and spending
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But high income households keep the K-shaped consumer
narrative in play

Does this matter for growth? Well, the relationship between spending and sentiment has
broken down over the past couple of years, primarily because of the K-shaped consumer story.
High-income households are the key driver of spending behaviour, with the Bureau of Labor
Statistics suggesting the top 20% of households by income (those making over $155k per
year) are responsible for around 40% of all consumer spending, while Moody's Analytics
suggest it could be as much as 60%. This group has high-paying jobs, a greater sense of job
security and has been boosted by huge wealth gains over recent years. The median American
(reflected in the sentiment surveys) doesn't have the wealth gains to support their spending in
an environment where real household disposable incomes are barely growing in a low-hire,
low-fire economy - Federal Reserve data suggests the bottom 60% of households by income
hold only 15% of US household wealth.

So, as long as equity markets hold up, spending can keep going. Hopefully, that buys time for
an improvement in the energy situation that provides relief in terms of lower motor fuel costs
and improved job prospects for the broader household sector. But if we were to experience a
stock market correction, then the situation would change quickly.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
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misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
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(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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