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Retail sales downturn adds to economic outlook uncertainty

 Retail sales fall 0.3% in June; core sales edge 

0.1% lower 

 Sales still show strong growth in second 

quarter but June fall adds to signs of possible 

economic slowdown 

 Fed likely to remain cautious 

Unexpectedly weak retail sales data add to signs that 

the US economy is slowing again after pulling out of 

the soft patch earlier in the year. Any signs of slower 

growth could easily dissuade the Fed from hiking 

interest rates later this year, pushing the first rate rise 

into 2016. 

Data from the Commerce Department showed retail 

sales dropping 0.3% in June, rather than rising 0.2% 

as economists had expected. Core sales also fell, 

down 0.1%. 

Despite the downturn in June, sales rose 1.5% in the 

second quarter as a whole after a 1.0% decline in the 

first quarter, with core sales up 1.0% after a meagre 

0.3% gain in the first three months of the year.  

The data therefore support the view that the economy 

will have grown quite impressively in the second 

quarter, with GDP up by around 2.5% on an 

annualised basis, but the worry is that this to a large 

extent merely reflects a rebound from the weather-

related slump in the first quarter. The weakness of the 

sales data in June, alongside disappointing PMI survey 

data and a smaller-than-hoped-for rise in non-farm 

payrolls, all points to the economy having moved down 

a gear after this rebound, settling into a far weaker 

underlying pace of growth than was seen throughout 

much of last year.  

Markit’s Business Outlook survey (released this week) 

also found optimism among US companies to have 

failed to recover from the post-recession low seen at 

the start of the year, fuelling further concern about the 

strength of economic growth in coming months. 

Companies are anxious about the impact of the strong 

dollar and higher interest rates, as well as the potential 

for the eurozone crisis and slumping demand in 

emerging markets to hurt US economic growth. 

Fed Chair Janet Yellen has recently stressed that she 

expects rates to start rising later this year, but these 

retail sales numbers add to a growing body of 

evidence which suggests that the economy is slowing 

again as we head into the second half of the year. 

Such a slowing will most likely persuade policymakers 

to hold off on raising rates until next year unless there 

is a swift revival of demand in coming months. 
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