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Since May, US economic indicators have been improving as a re-starting of economic activities
occurs in stages across all states. This is particularly noticeable when it comes to private
consumption; retail sales hit record-high growth of 17.7% month-on-month in May and monthly
private consumption (nominal) also rose by a significant amount (8.2% month-on-month).
Nevertheless, it is important to keep an eye not just on spending, but also on income, in order
to ascertain the trend of private consumption from now. Monthly disposable income statistics
published alongside private consumption data reveal consumption rose considerably in April
and it appears a large contributing factor to this was the Economic Impact Payments to
households? resulting from a series of economic policies. Furthermore, the additional Federal
Pandemic Unemployment Compensation benefits (an additional USD 600 per week for four
months for those already receiving state unemployment benefits) also made a large, positive
contribution to incomes (Chart 1).

As cash benefits peak, it is important to consider to what extent unemployment insurance
benefits will compensate for the loss in income caused by unemployment with regards to
income in the near future. The average weekly wage of non-farm employees is just over USD
1,000 at present, and when USD 600 of additional benefits are added to the usual state
unemployment insurance (half of income prior to unemployment), it is possible for the average
jobless person to maintain their income before unemployment. On a macro basis,
unemployment insurance benefits were seen to have covered the loss in employees’ incomes
in May. Additional benefits are set to expire at the end of July, but it is highly likely they will be
extended? in light of the high level of continued jobless claims for unemployment insurance
(Chart 2) and the existing uncertainty amongst employees.

That being said, there are those who are strongly opposed to additional unemployment
benefits, particularly some Republicans who say it will reduce recipients’ will to work. Amid
mounting concern about COVID-19, it will become increasingly vital to address the
deterioration in the labour market with swift and sound policies, such as benefits. Yet, rather
than economic policies, there are hopes for a scheme which will not encourage unemployment.

lindividuals with an annual salary of USD 75,000 or less receive benefits of USD1,200 per adult and USD 500 per

child aged 16 and under. According to the Government Accountability Office, of a total USD 300 billion in benefits,
USD 269 billion had already been issued by the end of May.
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2In the statement he gave before the Financial Services Committee at the House of Representatives on 17t June,
Federal Reserve Chairman Jerome Powell said the outlook for the economy is still uncertain and that it was
necessary to continue to provide additional unemployment benefits of some kind beyond the end of July.

Chart 1: Disposable Income and Chart 2: Weekly Unemployment Insurance Statistics
Private Consumption 2g (People, milions) __ — :
) . ——Unemployment insurance: continued jobless cIalmsL Average
4 (Change since the start of the year, USD trillions) 26 [-=—Unemployment insurance: initial jobless claims -3 May~30 May:
T === === 24 A Ao 21.91million
2 22 AP
1 20 b 27 March "' / ," \\l/f\fj‘z&\ .
0 Establishmentof 3rd round of / / \"'\ \‘3"
1 18 [ economic policies (CARES Act) 7~/ ot
-2 16 AL Average
3 I / f 31 May~13 Jun:
7 ¥, 19.90 milli b
Jan2020  Feb2020  Mar2020  Apr2020  May 2020 N { [/ mverage mien
DPersonal current taxes z20ther #7729 Mar-2 May:
h Average 18.13 million
mmPersonal current transfer receipts* CJPayments to households 10 s 1 Mar~28 Mar:
zzUnemployment insurance EZ3Income receipts on assets < 34.9 million >5f.
= Proprietors' income mm Compensation of employees / 4\\
-O-Disposable personal income -¥%-Private consumption 6 T Average - Average 7 ;
- - - 5 Jan~1Feb: 2 Feb~29 Feb: / / \\
Note: 1. Reported amounts are annualised and seasonally adjusted 4 F17.3milion © 17.1million * 2
2. "Personal current transfer receipts” is income less unemployment 2 - : / \\‘\1\
insurance benefits and payments to housholds. "Proprietors' income" J ‘ M

is with inventory valuation and capital consumption adjustments 0
Jan 2020 Feb 2020 Mar 2020 Apr2020 May 2020 Jun 2020

Source: US Bureau of Economic Analysis,
MUFG Bank Economic Research Office Source: Bureau of Labor Statistics, MUFG Bank Economic Research Office

Translation by Elizabeth Foster

For further details, please contact the Economic Research Office, MUFG Bank
Managing Director, Rei Tsuruta Tel: +81-(0)3-3240-3204
Written by Takasuke Tanaka <takasuke_tanaka@mufg.jp>

This report is intended for information purposes only and shall not be construed as solicitation to take any action such as
purchasing/selling/investing financial market products. In taking any action, each reader is requested to act on the basis of his or her own
judgment. This report is based on information believed to be reliable, but we do not guarantee its accuracy. The contents of the report may
be revised without advance notice. Also, this report is a literary work protected by the copyright act. No part of this report may be
reproduced in any form without express statement of its source. This report is also available for viewing online.

2 Economic Monthly [US] | 16 July 2020 @ I I U I G




