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Tough outlook for UK retailers despite
June sales bounce back
June’s bounce in retail sales has to be viewed in the context of
monthly declines in April and May. While higher real wages should
help spending in the near-term, the effect of Brexit uncertainty makes
for a tricky outlook for retailers in the second half of the year

We don't believe a
strong first half of the
year is likely to change
the course of Bank of
England rate cuts in
2024

At face value, June’s 0.9% bounce in UK retail sales (excluding fuel) suggests that the better real
wage growth backdrop may be translating into stronger demand among shoppers.

However it’s worth noting that June’s rise follows two consecutive month-on-month declines
during April and May. The underlying drivers of June’s increase were also fairly mixed – second-
hand stores reportedly were one of the best performers, while department stores saw the sixth
consecutive month-on-month decline in sales.

This latest rise also doesn’t quite tally with the messages from the British Retail Consortium and
other data providers, whose data suggests June was another sluggish month for the high street.

In principle though, the better fundamental outlook for spending should lift spending over coming
months: wage growth is continuing to perform solidly, while the inflation backdrop looks relatively
benign. However sentiment among consumers remains depressed and surveys point to particular
concerns surrounding the general economic situation.
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The real wage backdrop is looking brighter

Source: Macrobond, ING

If this uncertain backdrop continues to weigh on the consumer spending story, this could make for
a tough time for retailers. Margins are likely to be squeezed further as firms make preparations for
a possible ‘no deal’ Brexit at the end of October.

This is a costly process, not just in terms of working capital requirements, but also in terms of
warehousing. According to the UK Warehousing Association, the inner-M25 (London) area has a
vacancy rate of just 2.2%. For many, this will make it tricky to source the necessary space to store
extra stock, and could complicate efforts to build inventory ahead of key Black Friday and
Christmas trading periods.

As we discussed in our jobs report review, we think the fact that wage growth has been
accelerating means it is too early to be discussing rate cuts in the UK (markets are now
pricing a 50% chance of easing this year). But equally, with Brexit uncertainty set to weigh
on both consumer and business activity over coming months, we think monetary tightening
is also pretty unlikely during 2019.

Author

James Smith
Developed Markets Economist, UK
james.smith@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING

https://think.ing.com/%7Bpage_6583%7D
mailto:james.smith@ing.com


THINK economic and financial analysis

Snap | 18 July 2019 3

does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

https://www.ing.com

