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Leftover Gas Money & A Little More Cash for Holiday Spending

Retail sales were up 0.2% in November. Gas stations saw a price-related 2.3% decline, but other categories did
better. Control group retail sales, a proxy for PCE, grew 0.9%, the best monthly print for the year so far.

Consumer Spending on Pace for a Decent Q4

e Despite worries about slower growth in other parts of the
economy, the surge in control group sales suggests consumer
spending is on track to finish the year with momentum.

e The headline print was held back by the fact that gas prices in
November were off by about a third from where they were in
October. For retailers in other categories though, this is good
news as smaller gas outlays mean more money for other items.

Holiday Sales Coming in Hot

o This is the first month for holiday sales and despite some earlier
downward revisions, our forecast for a 4.5% increase over last
year’s holiday spending number appears to be on track. We’d need
to see a December increase of 0.3% in holiday-related outlays to
hit our target. Further out, we're less sanguine on the consumer.
Come January, the holiday bills come due, and as we hit the
anniversary of tax cuts, the year-to-year comps get tougher.

Retail Sales Ex-Food, Autos, Gas & Building Materials
"Control Group" Retail Sales
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Gasoline Prices vs. Gasoline Stations Sales
Average Monthly Price, Year-over-Year Percent Change, Both 3-MMA
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Real Personal Consumption Expenditures

Bars = CAGR  Line = Yr/Yr Percent Change
8% 8%
6% + 6%
Forecast
4% | |I L I I 4%
2% 1 2%
0% 0%
-2% T+ -2%
-4% + + -4%
-69 “+ 4 -[9
8% T =mpCE - CAGR: Q3 @ 3.6% 6%
PCE - Yr/Yr Percent Change: Q3 @ 3.0%
-8% —t -8%

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

Source: Bloomberg LP, U.S. Department of Commerce and Wells Fargo Securities



mailto:tim.quinlan@wellsfargo.com
mailto:shannon.seery@wellsfargo.com

Wells Fargo Securities Economics Group

Diane Schumaker-Krieg

Jay H. Bryson, Ph.D.

Mark Vitner

Sam Bullard

Nick Bennenbroek
Azhar Igbal

Tim Quinlan
Sarah House
Charlie Dougherty
Erik Nelson
Michael Pugliese

Brendan McKenna

Global Head of Research,
Economics & Strategy

Global Economist
Senior Economist
Senior Economist
Macro Strategist
Econometrician
Senior Economist
Senior Economist
Economist

Macro Strategist
Economist

Macro Strategist

(704) 410-1801
(212) 214-5070

(704) 410-3274
(704) 410-3277
(704) 410-3280
(212) 214-5636
(704) 410-3270
(704) 410-3283
(704) 410-3282
(704) 410-6542
(212) 214-5652
(212) 214-5058
(212) 214-5637

diane.schumaker@wellsfargo.com

jay.bryson@wellsfargo.com
mark.vitner@wellsfargo.com

sam.bullard @wellsfargo.com

nicholas.bennenbroek@wellsfargo.com

azhar.igbal@wellsfargo.com
tim.quinlan@wellsfargo.com
sarah.house@wellsfargo.com
charles.dougherty@wellsfargo.com
erik.f.nelson@wellsfargo.com
michael.d.pugliese@wellsfargo.com

brendan.mckenna@wellsfargo.com

Abigail Kinnaman Economic Analyst (704) 410-1570 abigail kinnaman@wellsfargo.com
Shannon Seery Economic Analyst (704) 410-1681 shannon.seery@wellsfargo.com
Matthew Honnold Economic Analyst (704) 410-3059 matthew.honnold @wellsfargo.com
Donna LaFleur Executive Assistant (704) 410-3279 donna.lafleur@wellsfargo.com

Dawne Howes Administrative Assistant (704) 410-3272 dawne.howes@wellsfargo.com

Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the
U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp. Wells
Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not limited to, Wells Fargo & Company,
Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International Limited, Wells Fargo Securities Canada,
Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited. Wells Fargo Securities, LLC. is registered with the
Commodities Futures Trading Commission as a futures commission merchant and is a member in good standing of the National Futures
Association. Wells Fargo Bank, N.A. is registered with the Commodities Futures Trading Commission as a swap dealer and is a member in
good standing of the National Futures Association. Wells Fargo Securities, LLC. and Wells Fargo Bank, N.A. are generally engaged in the
trading of futures and derivative products, any of which may be discussed within this publication. Wells Fargo Securities, LLC does not
compensate its research analysts based on specific investment banking transactions. Wells Fargo Securities, LLC’s research analysts receive
compensation that is based upon and impacted by the overall profitability and revenue of the firm which includes, but is not limited to
investment banking revenue. The information and opinions herein are for general information use only. Wells Fargo Securities, LLC does
not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC assume any liability for any loss that may result from
the reliance by any person upon any such information or opinions. Such information and opinions are subject to change without notice, are
for general information only and are not intended as an offer or solicitation with respect to the purchase or sales of any security or as
personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity and distinct from affiliated banks and is a wholly owned
subsidiary of Wells Fargo & Company © 2018 Wells Fargo Securities, LLC.

Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSILis a U.K. incorporated
investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services
and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does
not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be
available. This report is not intended for, and should not be relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE

WELLS
FARGO



