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Surge in Retail Sales Reflects Consumer Living Large
 
Summary
Consumers are spending more at bars & restaurants, at auto dealers and online. That's 
true on both a monthly basis and on trend over the past year. Consumers are looking for 
nothing but a good time, and it is hard to resist seeing the upside risk to the outlook.

Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23

1.2 -1.3 -0.7 2.8 -0.7 -0.9 0.4 0.7 0.2 0.6 0.8 0.7

8.8 6.1 6.0 7.4 5.3 2.2 1.3 2.1 1.5 2.8 2.9 3.8

31.0 29.2 28.3 31.9 31.0 29.8 30.4 31.3 31.5 32.3 33.3 34.3

1.1 -1.1 -0.5 1.9 -0.5 -0.8 0.3 0.4 0.1 0.8 0.9 0.6

9.6 7.4 7.2 8.4 6.4 2.5 1.6 1.4 0.5 1.7 2.5 3.2

0.4 -0.9 0.2 1.7 0.0 -0.7 0.6 0.5 0.3 0.9 0.2 0.6

7.3 5.7 6.5 6.5 6.3 4.1 3.6 3.9 3.4 4.4 3.7 3.7

0.5 -1.1 0.0 2.4 -0.8 -0.6 -0.1 0.8 0.1 0.5 -0.4 0.6

0.2 -0.8 1.1 2.9 1.7 0.6 -0.8 1.3 2.4 3.0 1.3 2.3

8.9 7.7 7.7 10.3 9.4 8.8 8.6 9.5 9.6 10.2 9.7 10.8

Notes: MoM = Month-over-Month Percent Change

YoY = Year-over-Year Percent Change

Real Retail Sales  (% Change from Jan-20)

Retail Sales  (% Change from Jan-20)

U.S. Retail Sales: September 2023

Retail Sales (MoM)

Retail Sales  (YoY)

Retail Sales, Ex. Autos (MoM)

Retail Sales, Ex. Autos (YoY)

Control Group Sales (MoM)

Control Group Sales (YoY)

Real Retail Sales (MoM)

Real Retail Sales  (YoY)

Source: U.S. Department of Commerce, U.S. Department of Labor and Wells Fargo Economics
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Living Their Best Life
It was another upside surprise for retail sales in September with 
a 0.7% increase on the month. That was more than double the 
consensus expectation for a mere 0.3%. The fact that the gain came 
atop an upward revision to prior months' sales means no excuses 
for frustrated forecasters, ourselves included. It has been a pencil-
breaking torment to tally the impact of resumed student loans 
payments, diminished pandemic-era savings and higher cost of 
credit only to observe the devil-may-care mindset of a consumer 
that somehow finds a way to keep spending. We have repeatedly 
under-estimated the U.S. consumer. But in pulling off this spending 
spree, consumers have dented their household finances, a theme 
that is evident not only in the diminished savings, but also the trend 
rise in credit card delinquencies.

Consumers have lived their best life over the past year (chart). The 
top four categories on a trailing 12-month basis are (in descending 
order) bars & restaurants (+9.2%), ecommerce (+8.4%), drugstores 
(+8.3%) and motor vehicles and parts (+6.2%) (chart). All four of 
these categories notched impressive monthly gains of at least 0.8% 
in September as well.

The stay-at-home categories that flourished in COVID are the weak 
spots. Some top losers over the past year are: furniture and home 
furnishings (-5.9%), building material and garden stores (-4.0%) and 
sporting goods (2.1%). All three of these categories were flat or 
down for the month of September.
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How Do You Doubt Me Now?
Consumer resilience remains intact; that's the takeaway from this 
report. The broad-based nature of sales increases across retailers 
speaks to the sturdiness in spending. Pandemic-related sources 
of spending like excess savings and easy access to cheap credit are 
fading, but what this report tells us is that households have grown 
more comfortable spending at elevated rates.

The personal savings rate, which is derived from the more 
comprehensive personal income & spending report (released next 
Friday for September), remains well-below pre-pandemic levels at 
3.9% as of August (chart). We have long stressed that real income 
is the last major driver of spending, and continued labor market 
tightness suggests income can continue to fuel consumption in 
the near term. In fact, the only thing that looks to break the back of 
this consumer would be weakness in the labor market, which at the 
moment is difficult to point to. Households have looked through 
sky-high inflation, rising rates, geopolitical conflicts, and... they have 
kept spending. Many households even started resuming student 
loan payments as early as August. As we anticipated, it's had little 
initial impact on spending, and the payment resumption makes the 
September retail sales gains look even stronger given it came with 
increased obligations elsewhere.

Continued consumer resilience could keep pressure on inflation and 
thus the Fed, but we still view the balance of risks becoming more 
balanced as far as the Fed's concerned. Another rate hike before the 
end of the year is a possibility, but our base case remains that the 
last rate hike of the tightening cycle occurred in July.
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