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Retail sales upturn adds to optimism on economy

B Retail sales rise 1.2% in May

®m Upturn pushes sales 1.7% higher so far in the
second quarter

® Stronger than expected core sales point to GDP
uplift

Strong retail sales data add to signs that the US
economy has pulled out of the soft-patch seen at the
start of the year.

Sales surged 1.2% in May, and a flat April was revised
higher to show 0.2% growth. The upturn pushes sales
1.7% higher so far in the second quarter. That
compares with a 1.0% decline in the first quarter.

Over the latest three months, sales are 1.5% higher
than the prior three months, which is the best
performance since June of last year.

The improvement was signalled in advance by Markit's
PMI data. The survey showed orders for consumer
goods rising at the fastest rate for seven months in the
three months to May, with the rate of growth having
steadily increased since bottoming out at the start of
the year.

The official data also showed core sales rising for a
third month after declining in the first two months of the
year. The 0.5% increase in May follows a 0.3% rise in
April and lifts core sales — a useful guide to GDP
trends — 1.0% higher than the first quarter.

Upward revisions to March core sales data also now
means core sales rose 0.3% in the first three months
of the year, suggesting GDP could be revised higher
from its current estimate (which points to a 0.7%
annualised decline).

Not only have Markit's PMI data shown the economy to
have fared better in the first quarter than the downturn
signalled by the latest GDP data, but also point to GDP
rising by a solid 2-3% in the second quarter alongside
buoyant employment growth. The PMI's Employment
Index hit a post-recession high in May, correctly
anticipating the upturn in non-farm payroll growth.

The steady corroboration of the buoyant survey data
from the recent flow of official statistics builds the case
for the Fed to start hiking interest rates, with
September looking the most likely date.
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Click here for more PMI and economic commentary.
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