MV Capital Management Weekly Market Flash
Retail Sales Slowdown
January 16, 2015
2014 was a year of both higher job growth and consumer confidence, which in turn helped boost retail sales for
most of the year. A post‐recession high for December consumer confidence, in conjunction with lower gasoline
prices, should be a winning combination for more discretionary spending amongst consumers. However, the retail
sales data that came out on Wednesday showed a ‐0.9% decline as well as a downwards revision to the previous
release of the strong November numbers from a 0.7% advance to 0.4%.
This brings about the biggest drop in retail sales since last January. Not surprisingly, gasoline stations had the
largest decline among the retail sectors with a ‐6.5% drop (falling oil prices mean gas stations are making less
money). We would expect a gas windfall to produce a big bump in middle class spending, but consumers’ savings
at the pump don’t seem to be translating into spending elsewhere yet.
The retail sectors that grew in the month of December are arguably the more “staple‐like” sectors: food and
beverage, furniture and home furnishing, and health and personal care. In contrast, some of the hardest hit retail
sectors were clothing stores, motor vehicles, and electronic stores.
Let’s step back from the December figure and consider the larger context. Over the past five years retail sales have
grown steadily, while the household savings rate has declined slightly. In 2014 savings fell somewhat more notably,
but at the same time the rate of retail sales growth tapered off and in fact was lower than at any time since the
end of the recession. This could be a sign that households are doing things with their savings other than going to
the mall – paying down debt, perhaps. That may be the signal we are seeing from the December retail number. It
also may tie into the stagnation in wage growth we highlighted in last week’s market flash.
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Another factor to consider is that maybe the American consumer’s behavior is beginning to change. As noted
above, retail sales growth for the year is the lowest that we have seen since we were in the midst of a recession in
2009, which is especially interesting considering that 2014 has been the best recovery year since the recession

MVCM 2015 0005
DOFU: January 2015

Page 1 of 2

ended. And although we saw one of the most successful Black Fridays of all time this past November, consumers –
and even retailers – showed a noted (if perhaps only anecdotal) reversal in attitude towards the overt
commercialism of the day. More and more shoppers are forgoing the mall for their computers to shop, and the
holiday season cash cow – where retailers have traditionally made the majority of their yearly earnings – is
changing. How this change will impact the broader economy is still a work in progress.
Monthly leading indicators can provide a good spot check on the economy, but are oftentimes misleading as they
are subsequently revised and provide a data snapshot of just one month. All in all, we don’t feel that December’s
disappointing retail sales numbers are anything to fret over, but we shouldn’t ignore them completely.
Traditionally consumer spending drives the US economy as the highest component of GDP. If consumer habits are
indeed changing, the very basis of the economy and the way it operates will likely be changing along with it.
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Investment Advisory Services offered through MV Capital Management, Inc., a Registered Investment Advisor. MV Financial
Group, Inc. and MV Capital Management, Inc. are independently owned and operated.
Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by MV Capital Management,
Inc.), or any non‐investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal
any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove
successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in
this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from MV Capital Management,
Inc. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her
individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. MV Capital
Management, Inc. is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should
be construed as legal or accounting advice. A copy of the MV Capital Management, Inc.’s current written disclosure statement
discussing our advisory services and fees is available for review upon request.
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