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Snap US: Retail plunge intensifies GDP fears 
April retail sales numbers underline the devastation on Main Street and 
shopping malls across the country caused by Covid-19 containment 
measures. Re-opening is now getting underway, but ongoing social 
distancing means this process will be slow while the surge in 
unemployment will further limit the prospects of a near-term rebound in 
sales 

 

 

16.4% 
 

Drop in April retail sales 

MoM 

Worse than expected 
 
 

Retail ruin 
US retail sales fell 16.4% in April, worse than the 12% figure expected by the market. After the 

8.3% decline in March, this brings a two-month drop in sales of 23.4%. These are obviously new 

records and underline the economic cost of Covid-19 containment measures that have shuttered 

stores and lead to mass unemployment. 

The details show another massive decline in clothing (-78.8%MoM), with furniture down 58.7%, 

electronics down 60.6%, sporting goods down 38% and department store sales down 28.9%. We 

already knew that autos (-12.4%) would be weak, although we had been looking for a drop of 
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nearly twice as much given the precipitous decline in volumes, while gasoline station sales fell 

28.8% thanks to both price and demand declines. 

Eating and drinking out obviously fell again (29.5%MoM), but grocery also declined 13.1%, 

presumably reflecting the fact that after all the panic buying in mid-March with long check-out 

lines and scuffles over some products, households have calmed themselves and are gradually 

running down their over-stocked fridges and freezers. 

 

MoM% change in retail sales 
 
 

 

Source: Macrobond, ING 
 

 
The odd surprise... 
There was one positive category – non-store retail – but this rose “only” 8.4%, which may come as 

a surprise to many. However, we have to remember there is a categorisation issue as if you buy 

clothing from a well-known retailer that is categorised as a department store or a clothing store 

(as it has lots of physical presence) it won’t be classified as a non-store sale. We can all make a 

pretty good guess who is making up the bulk of the gains in “non-store”. 

The fact that April’s sales were so weak relative to March shouldn’t come as a surprise. April 

experienced the full lockdown hit with most physical retailers, apart from grocery and pharmacies, 

closed-down while restaurants and bars were shuttered. We must remember that the first half of 

March was pretty much business as usual with the store closures only really coming in the final 

two weeks of the month. Moreover, March grocery sales were lifted by panic buying. 
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Retail sales values by category 
 

 

Source: Macrobond, ING 
 

 
On track for a 13% drop in GDP 
Retail sales have on average accounted for 42% of total consumer spending over the past ten 

years – housing, healthcare and financial services are the other big chunks. Consumer spending is 

around 70% of total GDP, implying that retail sales account for just under a third of GDP. Given the 

23% cumulative fall in retail sales over the last two months this alone is enough to knock more 

than 6 percentage points off the level of nominal GDP. 

The other components of consumer spending, such as housing, are unlikely to fall anywhere near 

as much. Nonetheless, with investment spending set to decline dramatically as businesses 

retrench we continue to expect a peak to trough economic contraction of around 13% in US GDP. 

 
Hitting the bottom 
Today’s report should mark the nadir for the sector with gradual re-openings in some states 

starting through May. This should accelerate through June barring a renewed spike in Covid-19 

cases that prompt a return to lockdown. Nonetheless, the rebound is likely to be limited by social 

distancing restricting the number of people on the premises, consumer caution regarding the virus 

and the hit to consumer demand caused by tens of millions of people having lost their job. 

Remember that the Global Financial Crisis saw output fall 4% peak to trough and it took 14 

quarters for that output to be recovered. We see little reason for the lost output in the current 

crisis to be recovered much quicker than that. 
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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 NV 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. The producing legal 

entity 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 subject to limited regulation by the 

Financial Conduct Authority (FCA). 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. 
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