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The Federal Reserve with its jumbo half-point rate cut dominated the headlines last week, 
spurring a panoply of questions as to whether it was the right size, how fast will it go down and 
where will it end. This week, the focus shifted back to the economy where developments will 
ultimately provide answers to those questions. To be sure, neither the Fed nor economic 
developments is pushing politics into the woodworks. Not only is the race, and the growing 
uncertainty that it is stoking, still front and center in investor minds, the candidates are 
stealthily unveiling their economic proposals. So far, the attention-getting prospect of higher 
tariffs or taxes on unearned income is garnering mixed reviews at best in the market; but the 
impact of these vote-seeking messages is diluted by time-honored skepticism among investors 
that election promises are more noise than signal.  

Perhaps the stand-out feature of this week’s economic calendar is that it shined a spotlight on 
how resilient the economy is shaping up to be. Revisions do not usually affect investor 
perceptions, but the Government’s annual re-estimate of the economy’s performance over the 
past five years are so dramatic they are hard to ignore. Based on more complete information, 
the revised data show that the economy expanded by 2.2 percent since 2019, a pace 
considerably faster than the decade before the pandemic. It also lifts the economy 1.4 percent 
higher than was thought prior to the revisions.  

More important is that the revisions solved a puzzle that had been bedeviling economists in 
recent years. Even prior to the revisions GDP had been growing at a surprisingly robust pace 
despite the Fed’s aggressive rate-hiking campaign since the spring of 2022. However, GDP 
measures the output side of the economy, and the income side had been growing much more 
slowly. The two government measures of output and income (GDP and GDI) should be roughly 
equal, but the discrepancy in recent years has been unusually wide, more than 3 percent. This 
has led many to question whether GDP was overstating the economy’s strength.  

What the revisions reveal, however, is that incomes were being underestimated and the 
upward adjustment over the past five years has been considerably larger for incomes than for 
the output side of the ledger. Prior to revisions, spending growth outpaced income growth by 2 
to 1. Now just the opposite is the case. Indeed, real disposable income increased 3.1 percent 
over the past year (through August) compared to 2.9 for real consumer spending. This has more 
than just statistical significance. The faster growth in personal incomes and profits (both of 
which were revised higher) means that households and businesses had more firepower to 
support spending and investment. 

Weekly Economic Update—September 30th, 2024 



 

 
 

2 
 

SOLUTIONS S O L U T I O N S 

Just as important is that revisions indicate that households did not have to rely as much on 
borrowing to sustain spending, nor did they exhaust nearly as much savings in the process. The 
savings rate has actually grown over the past three years, instead of declining, and currently sits 
at a relatively comfortable 4.8 percent. That’s still a tad below the long-term average, but about 
2 percent higher than before the revisions. It’s unclear how the upward adjustment in savings is 
distributed among income groups. Odds are, most of the higher savings resides in the accounts 
of middle-and-upper individuals. But this cohort accounts for 90 percent of consumer outlays, 
which means there is far more spending firepower in the pipeline than thought. This, in turn, 
benefits people further down the income ladder as consumer spending is the main driver of 
economic growth and, by extension, jobs and worker pay.  

Not only does the data through the second quarter look more vigorous than before, thanks to 
revisions, but the economy’s resilience is clearly holding up in the current quarter. The day after 
the revised quarterly data on GDP and GDI were released, the Commerce Department released 
new data on personal income and spending for August. Consumers increased their spending by 
a slim 0.2 percent during the month (0.1 percent after adjusting for inflation) but that comes 
after a torrid 0.5 percent leap in August and mainly reflects a setback in auto sales after a 
muscular increase in July. With one month left to go in the quarter, real spending is on track for 
a 3 percent annualized increase in the third quarter, which would be a tad stronger than the 
sturdy 2.8 percent increase in the second quarter.  

On the surface, personal incomes also came in on the sluggish side in August, rising by only 0.2 
percent, the weakest monthly increase since last July. But the overall increase masks a pillar of 
strength, as wages and salaries staged a formidable 0.5 percent advance. The big drag on 
overall incomes reflected a sizeable drop in interest receipts from financial assets. While the 
Fed made its first rate cut in September, market yields had fallen quite dramatically in the 
months prior to the policy meeting in anticipation of the rate cut. It is those declines that 
dragged down interest incomes. The 10-year Treasury yield fell a full percentage point between 
early June and the day before the Fed’s meeting on September 17-18. Interestingly, market 
yields have since increased following the meeting, so the income drag from this source may be 
muted in coming months.  

From the Fed’s perspective, the revised data on GDP further confirms its confidence that the 
economy can continue to grow at a respectable pace without stoking higher inflation. With job 
growth slowing and output revised higher, that means stronger productivity was even more of 
a driving force in recent years. If trend productivity has been nudged higher, employers can pay 
their workers more without having to raise prices. Unsurprisingly, the August data on personal 
income and spending also shows that inflation continues to cool. The increase in the personal 
consumption deflator which the Fed targets as its preferred inflation measure, slid 0.3 percent 
to 2.2 percent from a year ago in August, just a tad above the 2 percent target. The core 
deflator, which strips out volatile food and energy prices, did tick up 0.1 percent to a year-over-
year pace of 2.7 percent, owing to sticky housing costs that are expected to fade over the 
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coming year. Even so, this measure has been trending lower, rising only 0.1 percent from July to 
August, and by an annual rate of 2.1 percent over the last three months.  

From our lens, the steady cooling of inflation keeps the door open for the Fed to keep cutting 
rates through 2023. However, the economy’s resilience also suggests that the Fed can move 
more cautiously than the first half-point cut initiated on September 18, as the economy needs 
less help from lower rates than thought. Still, the risk is that the job market will show more 
weakness than the Fed feels comfortable with. The September jobs report, out next week, 
should be decent but the looming longshoremen’s strike scheduled to start October 1 could 
deal a blow to the October’s report, leading to outright declines in payrolls. That tilts the risk 
towards another half point cut in November, if the strike is not resolved quickly.  

FINANCIAL INDICATORS 

 INTEREST RATES September 27 Week Ago Month Ago Year Ago 
    3-month Treasury bill 4.59 4.66 5.10 5.32 
    6-month Treasury bill 4.39 4.47 4.86 5.32 
    2-year Treasury note 3.57 3.61 3.92 5.03 
    5-year Treasury note 3.51 3.51 3.71 4.60 
    10-year Treasury note 3.75 3.74 3.91 4.59 
    30-year Treasury bond 4.11 4.10 4.20 4.73 
              
    30-year fixed mortgage rate 6.08 6.09 6.35 7.31 
    15-year fixed mortgage rate 5.16 5.15 5.51 6.72 
       
STOCK MARKET         
    Dow Jones Industrial Index 42,313.00  42,063.36  41,563.08  36,245.50  
    S&P 500 5,738.17  5,702.60  5,648.40  4,594.63  
    NASDAQ 18,119.59  17,948.32  17,713.62  13,219.32  
       
COMMODITIES         
    Gold ($ per troy ounce) 2,680.70 2,647.10 2,535.90 1,923.20 
    Oil ($ per barrel) - Crude Futures (WTI) 68.62 71.80 73.65 91.44 
       

ECONOMIC INDICATOR 
Latest 

Month/Quarter 

Previous 
Month/ 
Quarter 

Two-
Months/ 
Qtrs Ago   

Average-
Past Six 

Months or 
Quarters 

     Durable goods orders (August) - % change  0.00 9.90 -6.90 0.70 
    New Home Sales (August) -- 000s 716.00 751.00 681.00 707.00 
    Personal Income (August) % change 0.20 0.30 0.30 0.40 
    Personal Consumption (August) - % change 0.20 0.50 0.30 0.40 
    Personal Savings Rate (August) - Percent 4.80 4.90 5.20 5.10 
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DISCLAIMER: This communication has been prepared by Government Portfolio Advisors LLC solely for informational 
purposes for institutional clients. Sources for this commentary include Bloomberg and Oxford Economic/SMRA. It is not an 
offer, recommendation, or solicitation to buy or sell, nor is it an official confirmation of terms. It is based on information 
generally available to the public from sources believed to be reliable. No representation is made that it is accurate or 
complete or that any returns indicated will be achieved. Changes to assumptions may have a material impact on any returns 
detailed. Past performance is not indicative of future returns. Price and availability are subject to change without notice. 
Additional information is available upon request. 


