
 

United States 
Retail sales fall in September, blurring policy picture

 Retail sales drop 0.3% in September 

 Still scope for robust third quarter GDP rise but 

data point to loss of momentum 

 Surveys point to strong consumer demand 

Retail sales fell for the first time in eight months in 

September. Total third quarter retail sales were 

nevertheless higher than in the second quarter, but the 

decline raises questions about whether domestic 

demand is cooling as the reality of tighter monetary 

policy starts to take hold.  

A 0.3% drop in retail sales in September contrasted 

with a 0.6% increase in August and 0.3% rise in July, 

leaving retail sales 1.0% higher in the third quarter as a 

whole compared to the three months to June.  

The 1.0% rise in sales points to the consumer having 

helped boost the economy again in the third quarter. 

This would corroborate Markit’s PMI surveys, which 

collectively point to an annualised GDP growth rate of 

at least 3% in the third quarter. 

This quarterly rate of increase represents a weakening 

compared to the 2.3% rise seen in the second quarter, 

when levels rebounded from a weather-torn first 

quarter during which retail sales barely rose. The worry 

is therefore not that growth slowed between the 

second and third quarters, but whether the September 

decline represents the start of a renewed downturn in 

consumer spending, which might be linked to the Fed 

halting its asset purchases in October and mulling the 

timing of an initial interest rate hike. 

Even core sales, which exclude autos, gasoline, 

building materials and food, fell 0.2% in September. 

Fears of a downturn look overplayed at the moment. It 

is always inadvisable to put too much emphasis on just 

one month’s number, especially when the change is 

not supported by other data. Markit’s domestically-

focused service sector PMI in fact showed an upturn in 

growth of new business in September, buoyed by 

rising demand for consumer services as well as strong 

corporate demand.  
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Optimistic consumers 

The University of Michigan’s consumer confidence 

measure also ticked high in September, signalling the 

most upbeat mood among consumers since July of last 

year, and one of the best readings since mid-2007. 

The Conference Board’s measure of consumer 

confidence did fall in September, but the decline needs 

to be looked at in the context of August’s reading being 

the highest since October 2007.  

Clearly consumers remain in one of the best moods 

seen since the financial crisis, suggesting the 

September drop in retail sales is merely a blip. The 

data will, however, spur further caution among 

policymakers about the potential impact of higher 

interest rates. 
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