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Retail Sales Stall in August

Not only were retail sales unchanged in August, the 0.5 percent gain initially reported for July was revised to
a smaller gain of only 0.3 percent. Core sales slowed as well. Consumer spending growth is slowing further.

Uh Oh, Not Again Retail Sales

3-Month Moving Average

Zero point zero. Just as we saw with the August jobs report, the retail sales 0% 20%
figures for August offer another picture of an economy that has slowed to a
virtual standstill. Technically, retail sales actually inched slightly higher, ., | 1
climbing 0.04 percent. All year we have been sticking to our forecast for ""”\,\fw.\v\/\/-/v\ v

very slow growth. It does not get much slower than 0.04 percent growth. o \/Wf\r/A \\’J\\ /\/V o
Despite this disappointing print, we think retail sales will pick up between U
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now and the end of the year, and despite an unemployment rate north of
9 percent, we think that shoppers will still hit the stores as the weather gets
cooler and we get closer to the holidays. While it may have been only a

-10% T T -10%

small impact, in the Beige Book, the New York Fed reported that Hurricane -20% T -20%
Irene weighed on sales in the New York area. = Year-over-Year percent Change: Aug @ 7.9% ‘

That said, the figures for this month were certainly weaker than expected, -s0% . -30%
though there is no individual category that fully explains the weak outturn. 54 % 90 9795 99 00 01 02 03 0% 09 06 07 08 09 10 11
However, there were a few notable misses. For example, clothing store sales Motor Vehicle & Parts Dealers Sales

fell 0.7 percent in the month, though there are a number of possible g 3-Month Moving Average s0%
explanations for the drop. August is a big back-to-school shopping month,

so the decline in clothing stores sales could raise doubts about that critical ** e

season for retailers. But given the 5.6 percent jump in this category in the
prior month, we suspect perhaps parents just hit the store earlier this year.
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Also, a lot of apparel brands offered some steep discounts this year, which  20% y T20%
could also explain the soft number. o \l\/\f\f\»«/\/‘/\\\ s Sk ,/‘/\ ”

Autos a Drag v i

After auto sales jumped more than 6 percent in July, sales on dealer lots 2| 1
slowed 0.3 percent in August, suggesting that perhaps the boost from . | 1 oo
Japan-related supply chain disruptions has run its course. This would be ‘ ot Al nater i @ 2006 ‘

consistent with original equipment manufacturer sales to dealers, which -60% e e e T e ~60%
also came down slightly in August. Looking forward, it is hard to see what

would kick auto sales into a higher gear. While we have seen non-revolving Retail Sales Ex. Zﬁzgfh\(ﬁ:ifglfvseigfawline Stations

debt increasing on trend, consumers seem to be reluctant to make major 1., 125

purchases until the job market firms enough to give would-be new car
buyers the confidence to make the leap. The credit is there, the confidence

is not. 6% f/\,\’/fv\\m/*/\/“’\/\/\ /\/» 6%
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Core Sales and Consumer Spending Outlook
0%

Core consumer spending also stalled in August. We gauge core spending by 0%

stripping out sales of autos, gas and building materials. That measure also  -3% T 3%
posted a 0.0 percent change this month. Somewhat more encouraging, e, | 1 606
however, is the fact that the three-month annualized rate is still moving
along at more than a 3 percent clip. Still, that is a far cry from the more

than 8 percent pace we saw earlier this year. We look for consumer R e P e o Annual Rate: Aug @ 3.4%
spending to grow at about a 1.5 to 2.0 percent pace the rest of this year. -15% -15%
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