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Retail Sales Soften a Touch in April

Retail sales rose just 0.1 percent in April, but the underlying momentum in spending remains solid. A key core
measure of retail sales rose 0.4 percent in May, and the prior month’s gain was revised slightly higher.
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Retail sales rose 0.1 percent in April, following a 0.7 percent rise in March. 40 4%
Sales excluding the volatile motor vehicle dealers segment also rose just o o oot Aot
0.1 percent, following a 0.8 percent gain in the previous month. Despite the

slowdown in the headline number, retail sales continue to rise at a 2°%7
relatively solid pace. April’'s sales were distorted by a number of special 4, ”.I 1
factors. Warmer-than-usual winter weather pulled some sales forward into
the winter months, while the early timing of Easter likely jostled around
sales in a number of key retail segments. Even more important, however, is  -10%
that gasoline prices fell 2.6 percent in April, which pulled sales at gasoline
stations down 0.3 percent. Retail sales excluding motor vehicles, gasoline
stations and building materials stores rose 0.4 percent in April, following
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an upwardly revised 0.5 percent gain the prior month. -40% | | | | | | T
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One refrain we have heard over and over again this year is how Retail Sales Exfh;itn?hswafiifgl;ilding Materials
unseasonably mild winter weather pulled economic activity forward into 2% 12%
the first quarter. This morning’s retail sales figures tend to support that 0% T T 10%
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notion. Sales at department stores fell 1.4 percent in April, following a  8*7 iy 1
0.3 percent rise in March. Sales at clothing shops fell 0.7 percent in April, % ’va \ //\/’\\/\» T 6%
following a 0.1 percent drop in March; by contrast, sales at department **] \\/\»\ 1%
stores rose 0.5 percent in February, and sales at clothing shops surged | \ T

2.5 percent that same month. Apparently, the arrival of spring-like weather
during what is normally the dead of winter encouraged folks to purchase
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spring clothing earlier this year, pulling some of the typical spring bounce | 1 o0
in clothing sales into February. 8% | 1 -8%
Spending at home improvement centers also suffered a huge payback from -1 | T et ere e B e © " T
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materials dealers, which includes home improvement stores and garden

centers, fell 1.8 percent in April, following a 2.7 percent jump in March. Real "Core" Retail Sales

Spending at motor vehicle dealers was also likely affected by the same spep oS OTUSD, Bx-Autos, Gas & Bullding Mat, Seasonaly Adk 60
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dynamic, with sales surging 1.3 percent in February and then rising a more T vartony averages P en .

modest 0.2 percent in March and 0.5 percent in April. _

With the consumer price index reported today, we were able to deflate 2% 7T e oo e mor _1 i 8250

retail sales excluding motor vehicles, gasoline stations and building
materials dealers. This core subset of retail sales provides a fairly reliable

estimate of the goods portion of consumer spending in the quarterly GDP  “* | —! =
data. The latest numbers suggest that first-quarter goods purchases grew a i

little stronger than first reported. Moreover, the solid 0.4 percent rise in .. Il [T} | 4230
April, suggests that goods spending will make a solid, although smaller,
contribution to second-quarter growth, particularly now that gasoline
prices are falling and freeing up more income to spend on other items. $220
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Source: U.S. Department of Commerce, U.S. Department of Labor and Wells Fargo Securities, LLC
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