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US consumer caution prompts retail
sales fall

US retail sales posted their weakest performance in over a year as
internet sales cooled following Amazon Prime day and consumers
became more cautious on purchasing big-ticket items, such as autos. A
soft jobs market and financial pressure amongst low and middle-income
households aren't helping, either

US retail sales have posted their weakest performance in over a year

_0.6% MOM Retail sales in July

Retail sales held back by internet and auto weakness

Today's US macro data includes very poor US retail sales numbers for July, falling 0.6% month-
on-month at the headline level versus expectations of a 0.1% rise. This is the weakest
performance in over a year. The control group, which excludes volatile items such as autos,
gasoline, building materials and eating out - and better tracks broader consumer trends - fell
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0.4% versus expectations of a 0.3% gain, and June was revised lower by 0.1ppt to 0.4%
MoM. This is all the more surprising given the FIFA World Cup, which had lifted tourist numbers
and the 250th Independence anniversary celebrations.

There has been hot weather that can influence footfall, but the only category to perform well
was clothing at +1.9% MoM, while health and personal care posted a respectable +0.7%
increase. The underperformers were autos (-2.4% MoM), where higher gasoline prices may
have led potential buyers to rethink their decision, and non-store/internet (-2.2%), which likely
reflects a subsequent slowdown after the Amazon Prime Day discounts on 23-26 June.
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GDP contribution will be soft, but services can rescue things

Retail sales account for 41.5% of total consumer spending, with services such as hotels, airline
tickets, insurance, etc. accounting for slightly more. Higher-income households tend to
account for more spending in these areas, and we expect those components to hold up better
than retail. Lower and middle-income households have a slight skew towards spending more
on physical products, and concerns about job security and squeezed spending power are likely
weighing on demand here. A 2.7% household savings ratio, well below the 6% long-run
average, and a subdued jobs market with tepid wage growth underscore concerns about
continued weakness.

We also have to consider that this is a nominal dollar figure, so when we try to translate what
it may mean for 3Q consumer spending growth within GDP, we have to adjust for price
changes, which means that in volume (real) terms, it is going to be an even bigger drop.
Nonetheless, we still think there is scope for a rebound in August and continue to predict a
2-2.5% annualised growth rate for 3Q GDP, boosted by an ongoing tech investment boom,
after the rather disappointing 1.5% outcome in 2Q.
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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 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 BRO00341) 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.
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