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“Liberation Day,” the AI boom (or bubble), the Fed’s ongoing easing cycle, and the longest government 
shutdown in U.S. history — 2025 has been anything but quiet. Through all of that, the one constant 
holding up the U.S. economy has been the consumer. That said, conditions can change quickly, and as we 
look ahead to the holiday season, we expect solid but slightly below-trend growth of around 3%.

A good starting point for forecasting holiday spending is to have a clear read on the underlying economic 
health of the consumer. Even though some economic data releases are running behind, we believe the 
consumer remains on solid footing. Still, the backdrop has become more nuanced: job growth is slowing, 
inflation remains elevated, and the full impact of lower rates and upcoming tax benefits have yet to flow 
through. Crucially, the strength we’ve seen in recent spending continues to come from higher-income 
households, who have benefited from rising home values and investment gains. Please see the graph 
below with a focus on the $100,000 plus income brackets. This group makes up 36% of the population 
but drives 58% of total U.S. spending, underscoring how dependent overall demand has become on the 
upper tier.

Source: 2023 Consumer Expenditure Survey, Bureau of Labor Statistics, Barclays Research
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We reviewed several comprehensive holiday surveys from Wall Street firms, including Citigroup and 
Morgan Stanley. Both asked consumers whether they planned to spend more, the same, or less than 
last year. To simplify the results, we calculated the year-to-year change in their “net” spending number 
(More – Less + Same). For Citigroup, the net figure fell from 29% last year to 24% this year. Morgan 
Stanley showed a slight improvement from 43% to 45%. Taken together, these responses suggest that 
the holiday consumer is slightly less optimistic overall, but not meaningfully weaker than last year.

Weather and the holiday calendar are also worth noting. They aren’t the biggest factors, but they can 
move the needle at the margin. Retailers benefit from cold but manageable weather — conditions 
that drive demand for winter apparel without reducing foot traffic. Last year, temperatures dropped 
sharply during the Black Friday weekend and stayed cold throughout December, which may create a 
tougher comparison if this season remains warmer for longer. On the calendar front, this year offers 
26 shopping days between Black Friday and Christmas, compared to just 25 last year — the shortest 
possible window. The extra day won’t make or break the season but removes some of the compression 
pressure retailers faced in 2024.

Some of the more interesting signals come from the labor market. Many investors view slowing job 
growth as an early warning sign for consumer spending. While we haven’t seen a clear deterioration 
yet, retailer hiring trends suggest a more cautious stance. The National Retail Federation expects 
265,000 to 365,000 seasonal hires this year, down sharply from 442,000 last year. Challenger, Gray & 
Christmas expects seasonal hiring to fall about 8%, reaching its lowest level since 2009. Meanwhile, 
Indeed Hiring Lab data shows seasonal postings running about 11% above last year, but almost all 
of that increase is coming from logistics-related roles, not store-level hiring. See the graph below for 
a comparison of recent years seasonal job postings. This aligns with what we’ve been hearing from 
management teams throughout the year: a conservative, efficiency-driven approach to labor.
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We also track one of our favorite leading indicators: the relationship between Back-to-School (BTS) 
spending in August and September and holiday sales in November and December. Over the last 20 
years, the correlation between the two is roughly 85%. In 2024, BTS sales were up 3.4%, followed by a 
4.1% increase in holiday sales. This year, BTS came in at 4.3%, which is a constructive signal for year-end 
spending.

Taken together, these factors frame our outlook for 2025. The typical holiday shopper appears to be 
in stable financial shape, with spending intentions that look broadly similar to last year — albeit slightly 
more restrained. The long-term average increase in holiday spending is around 4.2%, and last year 
finished at 4.1%. For 2025, we think the consumer takes a small breather, bringing growth down to 
around 3%.

Michael Ashley is a Principal, Senior Fixed Income Credit Analyst and Head of Credit Strategy at AAM with 
27 years of investment experience. He manages the analysis and recommendations of investment grade 
Consumer, Capital Goods and Transportation credits. Prior to joining AAM, Mike worked at Northern Trust 
Global Investments, analyzing investment grade Industrials. Mike earned a BA from the University of Iowa in 
Management Information Systems and an MBA in Finance from DePaul University.

Disclaimer: Asset Allocation & Management Company, LLC (AAM) is an investment adviser registered with the Securities and Exchange Commission, specializing 
in fixed-income asset management services for insurance companies. Registration does not imply a certain level of skill or training. This information was 
developed using publicly available information, internally developed data and outside sources believed to be reliable. While all reasonable care has been 
taken to ensure that the facts stated and the opinions given are accurate, complete and reasonable, liability is expressly disclaimed by AAM and any affiliates 
(collectively known as “AAM”), and their representative officers and employees. Any views or opinions expressed are subject to change without notice, should 
not be construed as investment advice and should be considered only as part of a diversified portfolio. Any opinions and/or recommendations expressed are 
subject to change without notice and should be considered only as part of a diversified portfolio. Any opinions and statements contained herein of financial 
market trends based on market conditions constitute our judgment. This material may contain projections or other forward-looking statements regarding future 
events, targets or expectations, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be 
significantly different than that discussed here. The information presented, including any statements concerning financial market trends, is based on current 
market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. Although the assumptions underlying the 
forward-looking statements  that may be contained herein are believed to be reasonable they can be affected by inaccurate assumptions or by known or 
unknown risks and uncertainties. AAM assumes no duty to provide updates to any analysis contained herein.  A complete list of investment recommendations 
made during the past year is available upon request. Past performance is not an indication of future returns. This information is distributed to recipients including 
AAM, any of which may have acted on the basis of the information, or may have an ownership interest in securities to which the information relates. It may also 
be distributed to clients of AAM, as well as to other recipients with whom no such client relationship exists. Providing this information does not, in and of itself, 
constitute a recommendation by AAM, nor does it imply that the purchase or sale of any security is suitable for the recipient. Investing in the bond market is 
subject to certain risks including market, interest-rate, issuer, credit, inflation, liquidity, valuation, volatility, prepayment and extension. No part of this material 
may be reproduced in any form, or referred to in any other publication, without express written permission. Opinions and statements of financial market trends 
that are based on market conditions constitute our judgment and are subject to change without notice. Historic market trends are not reliable indicators of 
actual future market behavior. This  material may contain projections or other forward-looking statements regarding future events, targets or expectations, and is 
only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different than that shown here. 
Diversification does not assure a profit or protect against loss.


