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Data Release: Retail sales decline for second consecutive month, but underlying details are more 
constructive 

 Retail sales fell -0.8% M/M in January, worse than market expectations for a fall of -0.4% M/M. 
December's figure was left unchanged at -0.9%. 

 Once again, severely weighing on the headline figure was gasoline prices, with the price of retail gas 
falling 16.8% M/M in January, according to the Department of Energy. Gasoline stations represented 
8% of all retail spending in January, and sales there fell a significant 9.3% M/M. 

 Excluding gasoline and autos, core sales rose 0.2% M/M, below the consensus view for a gain of 
0.4% M/M. Revisions raised the December figure to 0.0% from -0.3% previously.  

 Gains in January were observed in 7 of 13 subcomponents. The largest increases were at 
miscellaneous stores (+2.6%) – which includes office suppliers and used merchandise, food & 
drinking places (+0.8%), building materials (+0.6%), and non-store retailers (+0.5%) – which includes 
online shopping.  

 Besides gasoline stations, retailers experiencing the largest declines included sporting goods (-
2.6%), clothing stores (-0.8%), and furniture stores (-0.7%). 

Key Implications 

 A disappointing report on the surface, however we would caution that retail sales remains a nominal 
series and therefore subject to swings in prices. Case in point, sales at clothing stores fell on the 
month, but prices of apparel have been declining sharply – owing to the rise in the dollar. This 
suggests that sales volumes may have held up in the month.  

 The decline in headline sales suggests that Americans are pocketing some of the cash saved at the 
pump, or at least not spending it all at retail outlets. One would expect part of the savings from lower 
gas prices to be spent on services and non-retail goods. And no one will bemoan a bit of bank 
account padding, which is positive for future spending. 

 Core retail sales, a better indicator of underlying spending, was mildly positive on the month, with 
positive revisions to boot. This is in the context of subdued core goods price growth, which suggests 
that in volume terms, real retail spending was not spectacular, but at least ok. 

 With consumer confidence at a post-crisis high, a robust labor market and nascent signs of a pickup 
in wage growth, in the context of subdued inflation, the outlook for consumer spending remains 
bright. 

Andrew Labelle, 
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