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Monday Monetary Thoughts
A two-handed take on the saving rate

Savings rate: On the one hand, on the other
The decline in the saving rate has received much attention,
but on net, I don’t assume a bad outcome simply because
the saving rate is historically low.

First, the personal saving rate is notorious for being
revised up because the government tends to undercount
incomes in real time. Thus, as household income is
“found,” each vintage of the saving rate tends to get
revised up. I remember this vividly in the mid-to-late
2000s. The saving rate was initially reported as negative
only to be revised up later. In the end, it did not matter but
the saving rate is not a useful timing tool either.

Second, in business economics there are often multiple
ways to measure the same concept. The series getting
the most attention is an income-statement residual. The
other series – from the Flow of Funds – shows a larger
savings cushion. Instead of subtracting spending from
income, it adds up what households did with their money
or how much households accumulated in assets net of
new borrowing.
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Third, the decline in the saving rate makes sense given the
ongoing increase in net worth relative to incomes. Asset
prices continue to climb. Households see the rise in asset
prices as a low-risk form of income creation and as a result,
their rates of saving fall. Notice the inverse relationship
between household net worth to income, which is near a
record high, and the personal saving rate, which is close
to its lows.

That said, there are a couple of risks worth noting given
the low level of the saving rate.

If consumers see the increase in gasoline prices as
temporary, they will draw down their savings buffers to
cushion the blow to maintain their level of household
spending. Of course, if that intuition turns out to be
correct, then the decline in gasoline prices will not
do much to lift consumption. Households will end up
pocketing the gas price decline, replenishing their savings
buffers.

Importantly, instead of thinking about how low the saving
rate is, the more relevant issue right now is how weak
income growth is. Nominal wages and salaries have
advanced just 3.5 percent over the last year. Not only is
this below the level of consumer price inflation, a real
income squeeze, it is at or below the level of the federal
funds rate, when debt service becomes more difficult.
Historically, it is not a welcome development when both
things are true simultaneously.
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In short, given the rise in asset prices, the saving rate
would likely be low regardless of a shock from higher
gasoline prices However, the speed of the recent decline –
a decline of 1.7ppts in three months –looks less structural
than cyclical.

Factories continue to perk up this year
The ISM Manufacturing PMI improved 1.3pts to 54
in May, 1ppt ahead of consensus estimates. The new
orders sub-index climbed to 56.8, the highest level since
January, while the ISM production index climbed to 0.9pts
54.3, consistent with a continued expansion. Employment
improved, largely reversing the decline from April though
at 48.6, factories continue to shed workers.

Prices and delivery times remain elevated, an unwelcome
sign for the Fed and a notable feature in the ISM
respondent commentary.

According to ISM, “The past relationship between the
Manufacturing PMI and the overall economy indicates
that the May reading (54 percent) corresponds to a 2.2-
percent increase in real gross domestic product (GDP) on
an annualized basis.”
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Looking ahead, I suspect the pace in the ISM will begin
to let up. Fewer purchasing managers report their level
of inventories as “too low.” Indeed, 21.7 percent of
respondents report their inventories as “too low,” the
lowest since November.

As our nearby figure shows, the customer inventories
index is a useful input when thinking about the outlook for
inventory investment.

Construction spending moving sideways
Total construction spending rose 0.4 percent in April
though the prior month was revised down 0.4ppt. The
level of nominal construction spending has declined about
0.3ppt over the last three months and is essentially flat
to where it was in February given revisions. So, there is
not much going on this year especially considering price
inflation.
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Let’s run through some of the details.

Private nonresidential construction spending slid 0.2
percent over the month, extending a string of declines that
dates to October 2025. In short, the decline in computer,
electronic and electrical manufacturing structures is
offsetting the continued improvement in data-center
construction. Expect an ongoing drop in real structures
investment.

Private residential construction spending climbed 0.8
percent over the month though this represents a rebound
following a steep decline in January-February. Single-
family private residential construction rose 1.4 percent
over the month; however, I’m skeptical this lasts. New 1-
family homes sold, but not started have declined over the
last year. Construction spending typically follows.
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Monetary metrics
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High frequency data heat-map
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Labor market indicators
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Inflation indicators

June 1, 2026 9

T
his report is intended for alink@

renm
ac.com

. U
nauthorized distribution prohibited.



Economics

June 1, 2026 10

T
his report is intended for alink@

renm
ac.com

. U
nauthorized distribution prohibited.



Economics

June 1, 2026 11

T
his report is intended for alink@

renm
ac.com

. U
nauthorized distribution prohibited.



Economics

June 1, 2026 12

T
his report is intended for alink@

renm
ac.com

. U
nauthorized distribution prohibited.



Economics

June 1, 2026 13

T
his report is intended for alink@

renm
ac.com

. U
nauthorized distribution prohibited.



Economics

DISCLAIMER: This document has been prepared by Renaissance Macro Securities LLC, a subsidiary of Renaissance Macro Holdings,
LLC. This document is for distribution only as may be permitted by law. It is published solely for information purposes; it is not an
advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading
strategy. No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or
reliability of the information contained in this document. The information is not intended to be a complete statement or summary
of the markets, economy or other developments referred to in the document. Any opinions expressed in this document may
change without notice. Any statements contained in this report attributed to a third party represent RenMac’s interpretation of
the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such
use and interpretation have not been reviewed by the third party. Nothing in this document constitutes a representation that
any investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise
constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own
judgment in making their investment decisions. The value of any investment may decline due to factors affecting the securities
markets generally or particular industries. Past performance is not indicative of future results. Neither RenMac nor any of its
directors, employees or agents accept any liability for any loss (including investment loss) or damage arising out of the use of
all or any of the information. Any information stated in this document is for information purposes only and does not represent
valuations for individual securities or other financial instruments. Different assumptions by RenMac or any other source may yield
substantially different results. The analysis contained in this document is based on numerous assumptions and are not all inclusive.
Copyright © RenMac 2026. All rights reserved. All material presented in this document, unless specifically indicated otherwise, is
under copyright to RenMac. None of the material, nor its content, nor any copy of it, may be altered in any way, or transmitted to
or distributed to any other party, without the prior express written permission of RenMac. No portion of this material, including
data, analysis, or commentary, may be input into, uploaded to, or otherwise used in connection with any artificial intelligence
(AI) system, machine learning model, large language model (LLM), chatbot, or automated content generation platform, including
but not limited to ChatGPT, Claude, Gemini, or similar tools, without the prior express written consent of Renaissance Macro
Research, LLC. Any such use is strictly prohibited and constitutes a violation of copyright and confidentiality protections.
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