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Retail Sales 
M-o-M and Y-o-Y Percent Change
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Retail Sales Ex. Motor Vehicles & Gasoline Stations 

Month-over-Month Percent Change
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Spending Remains Constrained 

Retail sales rose just 0.4 percent in January, as motor vehicle sales 
plummeted 1.1 percent and spending at electronics stores rebounded less 
than expected. Online and catalog sales also declined sharply in January, 
falling 1.1 percent. That drop likely reflects some difficulty seasonally 
adjusting the structural shift we are witnessing toward online shopping. 
Spending was also likely helped out by gift card redemptions, which have 
become a much more important part of holiday retail expenditures. 
Spending at general merchandise stores rose 2.0 percent in January, while 
spending at department stores rose 1.0 percent. Sales at restaurants and 
bars posted a solid 0.6 percent increase.  

On the down side, spending at filling stations surged 1.4 percent, which is 
likely tied to higher prices. Sales declined modestly at drug stores and 
health and beauty shops. Sales at furniture stores also declined modestly, 
falling 0.2 percent. The rise in gasoline prices will likely take a toll on 
spending in coming months unless income growth improves. So far, the 
data are spotty on that front, and it looks like real earnings likely declined 
again in January. 

Are Motor Vehicle Sales Strong or Weak? 

January’s 1.1 percent plunge in motor vehicle sales is a bit of a head 
scratcher. Sales at motor vehicle dealers actually declined 1.3 percent, 
following a 2.9 percent rise in December. January’s drop contradicts the 
stronger manufacturer sales reported earlier in the month, which noted 
that sales jumped to a 14.1 million unit pace from a 13.5 million unit pace in 
December. Two things likely account for the disparity. Rental car 
companies typically make large purchases in January, which show up in 
business fixed investment rather than in retail sales. We also believe that 
inventories are building up at car dealers, which may lead to some 
production cuts in coming months. 

Core Retail Sales Still Look Pretty Good 

While the headline retail sales number came in below expectations and 
December data were revised lower, the core numbers still look good. Sales 
excluding motor vehicles, gasoline, and building materials rose 0.7 percent 
in January. If sales were to remain at their current level, this would put 
sales up at a 1.8 percent annualized rate during the first quarter. This is a 
little better than consensus estimates and may cause folks to slightly boost 
their first quarter consumer spending forecasts. Longer term, however, we 
still see consumer spending rising at around a 2 percent pace in 2012. With 
real after-tax income per person slightly lower today than it was a year ago, 
consumers simply lack the wherewithal and confidence to boost spending; 
that is, unless job and income growth improve even further.  

 

Retail Sales Ex. Auto & Gas Stations vs. Confidence & Income
3-Month Moving Average
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Source: U.S. Department of Commerce, The Conference Board and Wells Fargo Securities, LLC 

Retail Sales Bounce Back Less Than Expected In January 
Retail sales once again came in below expectations, with overall sales rising just 0.4 percent. Motor vehicle 
dealers saw sales fall 1.1 percent, and spending at gas stations jumped 1.4 percent. Core sales rose 0.7 percent.   
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