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Retail Sales (monthly % chg,  
unless otherwise noted) Dec Nov Oct Sep Aug Dec YoY SA 

Retail & food service 0.4% 0.8% 0.6% 0.9% -0.1% 3.9% 

• Ex-autos 0.4% 0.2% 0.2% 1.0% -0.1% 2.9% 
Control Group1 0.7% 0.4% 0.0% 1.3% -0.2% 4.1% 
Motor vehicles, parts 0.7% 3.1% 2.2% 0.6% -0.3% 8.4% 
Furniture 2.3% 1.3% 0.6% 1.1% -0.1% 8.4% 
Electronics 0.4% 0.9% 3.0% -2.9% -2.4% 5.8% 
Building materials -2.0% -0.8% -0.3% 1.1% 0.3% -1.8% 
Food, beverages 0.8% -0.2% 0.3% 0.8% -0.4% 3.1% 
Health, personal care -0.2% 0.3% -1.3% 2.1% 0.4% 3.4% 
Gasoline stations 1.5% 0.2% 0.2% -1.4% -0.9% -1.2% 
Clothing 1.5% -0.8% 1.1% 0.8% -0.9% 2.4% 
Sporting goods 2.6% -0.3% -0.4% 1.4% 0.3% 1.8% 
General merchandise 0.3% 0.0% 0.1% 0.7% -0.3% 2.6% 

• Department stores 0.1% -0.4% -0.4% 0.4% -1.1% -1.8% 
Miscellaneous 4.3% -3.9% -1.0% 2.2% 1.0% 3.7% 
Non-store retailers 0.2% 1.7% 0.0% 2.1% 0.0% 6.0% 
Eating, drinking -0.3% 0.1% 0.9% 0.8% 0.6% 2.4% 

Source: Haver Analytics. 
 

• Yet another large upside surprise on retail sales as the American consumer finishes what was an impressive year on 
a very strong note. The control group of retail sales, which feeds into non-auto core goods consumption in GDP, rose 
by 0.7% m/m, three notches above expectations in December. Headline retail sales came below expectations of 
0.6%, but was still very solid at 0.4%. November headline retail sales were revised up by one notch. This brings our 
consumption growth tracking above 3% annualized in Q4. Today’s report adds to the reasons why the Fed is likely to 
be on hold, and possible for a long stretch. Growth is strong, the labor market is no longer cooling rapidly and inflation 
is still a bit above target. 

• Looking at the year as a whole, headline retail sales growth slowed from 3.6% in 2023 to 2.6% and the control group 
from 4.8% to 3.7% in annual terms. That brings the growth rates back to around their 2019 levels, which is impressive 
given the level of spending is substantially well above that trend and we saw no major pullback in goods spending 
over the past four years. Nonstore retailers, or online shopping, saw growth slip a bit more than its pre-pandemic pace 

 
1 This calculation removes food services, gas, building materials & autos from total retail & food service sales. 
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but it still grew at almost 8% in the year and now sits at 31% share of the control group as of the end of 2024, about a 
percentage-point higher than the year prior. 

• We've argued that the solid underlying trend in consumption reflects a combination of solid labor income, an 
increased sensitivity to wealth and the demographic dominance of millennial consumers, a mostly secular force 
(Chylak et al, 2024). Millennials are approaching peak income-earnings years, starting or growing their families, and 
have a higher comfort with investing and online shopping that is amplifying their spendthrift attitude.  

• Can this underlying strength be sustained under a Trump administration? Tariffs and slower immigration will take a 
bite out of the strength in consumer spending, but the starting point matters. Consumption growth is averaging about 
3% over the past two years, and has been robust to a number of shocks since the pandemic -- including global supply 
disruptions, rapid monetary policy tightening and higher-for-longer. That suggests there is some buffer to the 
downside forces coming from Trump.   

• The US consumer will very likely end up paying for the tariffs, at least tariffs on final goods, and slower population 
growth will take away demand for discretionary purchases. Labor supply will also be less plentiful, creating some 
pockets of shortages and reducing some of the dynamisms of the job market. Tariff revenue funding an extension and 
modest expansion of Trump's tax cuts won't provide a material enough boost to the incomes of consumers to offset 
these forces. Corporates will pass on tax savings in the form higher dividends and share buybacks like they did last 
time, and the overall impact on GDP, income and inflation will likely be modest as was assessed when the tax cuts 
were first implemented (Gale et al, 2024). Of course, the size, timing and combination of the policies matter, as well 
as how monetary policy reacts to all of this. But the bottom line is the incoming administration's policies could put a 
small to moderate dent in the pace of consumer spending over the coming years. 

Implications & actions 
Re: Economic forecast — Today's data implies real GDP growth will come in around 3% in Q4 and annual GDP in 2024 
at 2.8%. 

Re: Markets — Very modest reaction to the retail sales report in the bond market and in the dollar.  
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