EWET] 13-126

Resilient consumption

Retail sales in April were strong. After the very good news from
the labour market, it is additional evidence that the US economy
avoided the spring swoon this year. Strong job creations seem
to have offset the drag on households’ disposable income from
the rise in the payroll tax hike earlier this year. GDP growth is set
to surprise (most, but not us...) on the upside

Retail sales were up 0.1% in April with widespread strength, as
only few retailers saw their sales declining over the month: gas
stations (-4.7%), food and beverages (-0.8%) and health and personal
care (-0.1%). Sales of everything else were up, from building
materials (+1.5) and cars (+1.0%) to clothing (+1.2%).

Excluding volatile items (cars), price-sensitive sectors (gas) and
building materials (which are part of residential investment and not
private consumption in US national accounts), retail sales were up a
very solid 0.5% in April.

In short, the soft patch did not spread beyond March. On a 3-
month annualised basis, retail sales were up 4% in April, with the core
index up 4.2%. Were core retail sales to grow at a monthly pace of
0.4% in both May and June (the average rate recorded between
February and March), the Q2 performance would be in line with the
Q1 one.

Today’s data are then consistent with a steady GDP growth over
the first half of 2013.

Admittedly, today’s report is the very first set of hard data
covering April (and thus Q2). Later this week, data for prices and
more importantly industrial production in April will be released. On top
of that, the New York and Philadelphia Federal Reserve Banks will
publish survey results for May.

However, the April labour market report was strong enough to
support our optimism, while the recent declining trend in weekly initial
claims keeps on illustrating an improvement in labour market
conditions.

It may still be too soon to be sure that the US economy did not
suffer from a spring swoon this year. It is however more likely with the
first April data that the slowdown was very limited in both magnitude
and length.

Alexandra ESTIOT
alexandra.estiot@bnpparibas.com
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La consommation ne fléchit pas

En avril, les ventes de détail ont retrouvé le dynamisme. Il parait de
plus en plus probable que, cette année, 'économie américaine aura
évité un ralentissement printanier. Les fortes créations d’emplois
semblent avoir compensé les effets négatifs de la hausse des
prélevements sociaux sur le revenu disponible des ménages. La
croissance du PIB devrait surprendre a la hausse

On the rise again
; — Core retail sales (yly, %)
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Data in details

Monthly nominal change (%) Apr13 Mar13 Feb13
Total (1) 0.1 0.5 1.1
Total excl cars and build. Materials -0.3 04 1.1
Core (1)-(2)-(5)-(6) 0.5 0.1 0.6
Durable goods 1.0 -0.7 0.9
Durable goods excl motor vehicles 1.1 -0.8 01
Motor vehicles (2) 1.0 -0.6 1.4
Building materials (3) 1.5 -1.0 0.4
Non-durable goods (4) -0.6 0.7 1.1
Core non-durable goods =(4)-(5)-(6) 0.2 0.2 0.4
Gasoline (5) A7 -3.2 53
Food services (6) 0.8 05 0.5

Source : US Department of Commerce
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