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Research Alert 

Taking stock of US consumers  
  

Low- & moderate-income households are feeling the strain financially, pressuring spending 

Extra wealth from the pandemic-era depleted; signs of higher debt & delinquencies… 

…but a resilient labour market shall help contain delinquencies going forward 
 

Summary 

Statements and minutes from the latest FOMC meetings have flagged official’s 
comments that low- and moderate- income households are facing strains financially 
recently and that consumer delinquency rates have increased. In our humble opinion, 
worries that consumer spending will ease and delinquency rates will continue to 
creep up is valid, but concerns, if any, that the latter will spiral upwards remain 
unwarranted at this juncture especially since the labour market has remained 
resilient, with low unemployment rate and layoffs. 

Extra pandemic-era liquid assets have run out; household debt have increased and 
so have delinquency rates 

▪ In our article “What’s behind resilient consumer spending in the US?” dated 23 
April, we have already highlighted that US stock markets have rallied significantly 
since pandemic era and wealth effect has boosted the US consumer similar to the 
housing boom in 2003-2008. We have also flagged concerns that a fall in equity 
markets and wealth effect could presage a downturn in consumer spending. 
 

▪ As it is, the rally in the equity markets have mostly benefitted the top income 
earners. The latest study by San Francisco Fed, however, have showed that 
consumers have been drawing down this extra-pandemic wealth and their liquid 
assets (like saving). As seen in Figure 1, it is estimated that the extra pandemic-
era wealth depleted at a faster pace for the bottom household by income (1Q 
of 2021) as compared with the top households (2Q of 2022).   

  
▪ This drawdown in liquid assets also coincided with the increase in household debt 

(Figure 2) to fund purchases, especially credit cards and home equity lines of 
credit (HELOC), as well as rise in delinquency rates for credit cards and consumer 
loans (Figure 3).  

 
▪ Accordingly, total household debt has jumped 14.3% to $17.8tn as of 2Q of 2024 

as compared to end-2021. While mortgage and auto loans have increased 14.5% 
and 11.5% for the same period, home owners ramped up their home equity lines 
of credit by 19.5% to $0.4tn. Credit card loans also surged 33.4% to $1.1tn.  

 
▪ While delinquency rates for most residential mortgages remained near pre-

pandemic lows at 1.73% and considerably lower than at the height of the Global 
Financial Crisis (GFC) (above 10%), credit card and consumer delinquency rates 
have crept up to 3.25% and 2.74% respectively (4Q 2021: 1.57% and 1.53%). 
Likely contributing this could be low-income households skipping credit card 
payments to sustain their spending. 

 
 

 

Figure 1: Inverse relation between credit 
card delinquencies and pandemic-era 
liquid assets 

 

 
Source: https://www.frbsf.org/research-and-
insights/publications/economic-
letter/2024/08/pandemic-era-liquid-wealth-is-running-
dry/ 

 
Figure 2: Household debt has risen as 
pandemic-era liquid assets run dry 

 
Source: New York Fed, HLBB Global Markets Research 
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But still not worrying, given the resilient labour market 

Despite the near doubling in delinquency rates for credit card and consumers in the 
span of 3 years, we remain unconcerned that these rates could spiral upwards and 
impede consumption or translate into any systemic risk. 

▪ For one, the delinquency rates for these two categories remain below historical 
average of 3.73% and 3.02% since 1991. 
 

▪ Secondly, the bulk of the household debt are tied to mortgages and auto loans, 
and the former has remained near pre-pandemic lows. 
 

▪ Lastly but most importantly, the delinquency rate will likely stay low as long as 
the labour market remains resilient, layoffs and unemployment rates remained 
low. 

 
In the GFC, the unemployment rate doubled from approximately 5% in 4Q of 
2007 to 10% in 4Q of 2009. In the same time breath, delinquency rates for single-
family residential mortgages, credit card and consumer loans jumped from 3.1%, 
4.6% and 3.4% to 10.4%, 6.3% and 4.6% respectively.  
 
During the recent COVID-19 pandemic, the unemployment rate spiked from 3.6% 
in 1Q of 2020 to 14.8% in 2020, more than fourfold increase. However, unlike in 
the GFC, delinquency rates for single-family residential mortgages, credit card 
and consumer loans were much tamer and steady at 2.5%, 2.5% and 2.0% 
respectively (1Q of 2020: 2.4%, 2.7% and 2.5%), probably attributable to the 
forbearance and unemployment insurance programs, as well as government 
stimulus measures.  
 
With this, our calculation suggests that the unemployment rate has a 0.7 
correlation with delinquency rates for single-family residential mortgages, 0.4 
with credit card loans and 0.5 with consumer loans. Our calculation also suggests 
that for every 0.1ppt increase in unemployment rate could send delinquency 
rates for single-family residential mortgages and credit card loans higher by 
0.1ppts each and lesser for consumer loans. Given that unemployment rate is 
low at 4.1% in September and the government is pencilling it to peak at 4.4% for 
2024-2025, this suggests that the delinquency rates for single-family residential 
mortgages and credit card loans should peak at 2.0% and 3.6% respectively (latest 
available data: 1.7% and 3.3%).  
 
With no evident of significant stresses to consumers and banks at this juncture, 
this also supports ours and consensus view of more gradual rate cuts ahead. 

Figure 3: Delinquency rates for consumers 
have crept up but remains and should 
remain low, as long as the labour market is 
resilient 

 
Source: Federal Reserve Bank of St. Louis, HLBB Global 
Markets Research 
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DISCLAIMER 

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any 
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or solicitation 
with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any contract or 
commitment whatsoever. 
 
The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable 
and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the 
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of 
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not 
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a reader 
or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently 
becomes inaccurate.  
 
HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of 
negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in 
or derived from or omission from the reports or matter.  
 
Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. These 
entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other activities for their 
own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their own account or for the 
account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with its business activities, may possess 
or acquire material information about the financial instruments. Such activities and information may involve or have an effect on the financial 
instruments. HLB Group have no obligation to disclose such information about the financial instruments or their activities.  
 
The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts made in 
this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report are based 
on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a representation 
that the matters referred to therein will occur.  Any projections or forecasts mentioned in this report may not be achieved due to multiple risk factors 
including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No assurance 
can be given that any opinion described herein would yield favorable investment results. Recipients who are not market professional or institutional 
investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on the 
recommendations in this report.  
 
HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses, 
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB does 
not accept responsibility whatsoever for any such material, nor for consequences of its use. 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country 
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the 
addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without 
the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose 
possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof 
agrees to be bound by the foregoing limitations. 
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