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Consumers Still Lack Purchasing Power

Falling gasoline prices restrained retail sales in June. Overall sales rose 0.1 percent, with sales at gasoline
stations plummeting 1.3 percent. Discounting helped boost sales elsewhere, particularly at department stores.

Lower Gasoline Prices Fail to Boost Purchasing Power Retail Sales

Month-over-Month Percent Change

Retail sales rose 0.1 percent in June, as stronger sales at motor vehicle 4.0% 4.0%
dealers were offset by reduced spending at gasoline stations. The [ mRetai sales: 3un @ 0.1%
0.8 percent rise in motor vehicle sales was a slight surprise and follows
three consecutive months of decline. Motor vehicle sales have been held 2% 7
back by shortages of some popular models, less discounting and higher fuel | o, |
costs. June’s rise in sales likely reflects a better mix toward higher priced
vehicles, as the number of units sold has been weak the past few months.
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Gasoline station sales fell at about the same pace as expected, falling -19%7 T 0%

1.3 percent in June. Even with the decline, sales at gasoline stations are still _, 4, |
running 23.6 percent above their year-ago-level. With consumers still
spending more to fill up their gas tanks than they did in early spring and

wages and salaries rising ever so slightly, consumers do not have much left -4.0% ‘ ‘ ‘ ‘ ‘ ‘
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to boost spending for other items. Sales did increase across a few

categories, including department stores, where sales rose 1.4 percent, and Electronic & Appliance Stores Sales
building materials and home improvement centers, where sales rose sop 50%
1.3 percent. In addition, sales rose 0.7 percent at clothing shops and non- | 1 aon

store retailers, which include internet and catalog sales, rose 0.3 percent.
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With budgets stretched thin, consumers appear to be waiting for bargains.
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June is a big discounting month. Department stores and clothing shops M

tend to clear out summer merchandise to make way for the back to school 0% | N\A /\M T 10%
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season. That may be what was behind the big gains reported for June. The ¢
increase in department store sales was the largest since February, and the
rise in sales at clothing stores was the largest since March.
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Discretionary Purchases Continue to Lag
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Despite the slight increase in motor vehicle sales, spending for most major 3-Month Annual Rate: Jun @ -14.0%
discretionary categories remains weak. Sales at furniture stores fell ™ " " T 0 2 o o o 10 °
0.8 percent in June, and sales at electronics stores declined 0.2 percent. In
addition, sales fell 0.7 percent at sporting goods stores. All three categories R e A e o mveeaqodence & Income
have fallen for the past three months and also show the weakest year-to- 15% 160
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year trend of any major category. Sales at electronics stores have fallen 120 | Busble oo 10
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2.3 percent year-on-year, while sales at furniture stores are up a paltry o | Texcu} ol
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0.2 percent and sales are sporting goods stores are up just 1.4 percent. o |
The lack of discretionary spending is a true sign that household budgets are  ,,, | /\/~/\ 100
still being stretched by higher gasoline prices. Sales excluding spending at N v -
gasoline stations, motor vehicle dealers and home improvement stores rose | V
just 0.1 percent in June and are up at just a 2.0 percent annual rate since 60
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gasoline prices spiked in March. After falling in late May and June, 1 40
gasoline prices have risen more recently, suggesting we will see little relief "]
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over the summer, which means consumer spending will likely continue to Disp: Personal Income, Y/ Yt % Change: May @ 3.4% (Left Axis)
rise at a 2.0 percent pace or less in the current quarter. “15% 0
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