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The news: US retail sales growth slowed to 2.9% year-over-year (YoY) in March, per the US
Commerce Department’s monthly report. Excluding auto and gas, sales rose 6.0% YoY.

* That'’s a slowdown from February (5.4% YoY, or 79% YoY excluding auto and gas) and January
(7.7% YoY, or 9.0% YoY excluding auto and gas).

" Total sales for the first three months of the year were up 5.4% YoY.
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https://www.census.gov/retail/marts/www/marts_current.pdf
https://content-na1.emarketer.com/despite-lingering-inflation-consumers-continue-spend

Feeling inflation: While inflation eased to 5.0% YoY (or 5.6% excluding food and energy) in
March, it still remains stubbornly high.

* Consumer sentiment remained essentially unchanged in March as it hovers at 3% below a
year ago, but 27% above the all-time low from last June, per the University of Michigan. But
those numbers are slightly deceiving because they paper over an uptick in sentiment among
lower-income consumers and a dip among those with higher incomes.

* Credit card balances soared in Q4, per the New York Federal Reserve Bank, and many
younger borrowers are struggling to make their payments. That helps explain why few
consumers are buying big-ticket items such as vehicles (up 0.1% YoY), furniture (down 2.4%
YoY), and electronics (down 10.3% YoY).

* US consumers’ year-ahead inflation expectations are up for the first time since October
2022, per the New York Fed. Near-term inflation expectations increased 0.52 percentage
points to 4.7%. That’s the largest jump in one-year inflation expectations since March 2022.

Those inflation expectations may be right as OPEC+ recently announced plans to cut oil
production, which will cause gas prices to spike and drive consumers to pull back even more.

Slowing growth: Slower growth appears to be the new normal. Our US Retail Sales Forecast
suggests that growth is slowing. US retail sales will hit $7.334 trillion this year, according to

our forecast, a growth of 3.3% YoY, down from 8.1% YoY last year.

* The National Retail Federation similarly expects growth to moderate with its forecast of 4%
to 6% growth (the two forecasts have different methodologies, most notably with NRF
excluding auto dealers and gasoline stations).

The big takeaway: Looking at the YoY retail sales numbers over the first three months of the
year, you see a clear trend toward slowing growth.

" That isn't surprising given that consumers feel the strain of inflation and high borrowing costs.

" We expect those trends to continue as consumers pull back on discretionary purchases.
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https://www.reuters.com/business/energy/sarabia-other-opec-producers-announce-voluntary-oil-output-cuts-2023-04-02/#:~:text=DUBAI%2C%20April%202%20(Reuters),the%20United%20States%20called%20inadvisable.
https://content-na1.emarketer.com/breaking-down-retail-s-new-normal-of-slower-growth?_ga=2.103044419.215913352.1681136377-1500176145.1671047263&_gl=1*1qbbrud*_ga*MTUwMDE3NjE0NS4xNjcxMDQ3MjYz*_ga_XXYLHB9SXG*MTY4MTQ5MzgxMi4zMzQuMC4xNjgxNDkzODEyLjAuMC4w
https://forecasts-na1.emarketer.com/584b26021403070290f93a2d/5851918a0626310a2c186ac2
http://www.sca.isr.umich.edu/
https://libertystreeteconomics.newyorkfed.org/2023/02/younger-borrowers-are-struggling-with-credit-card-and-auto-loan-payments/
https://www.newyorkfed.org/newsevents/news/research/2023/20230410
https://nrf.com/media-center/press-releases/nrf-forecasts-2023-retail-sales-grow-between-4-and-6

Retail Sales
US, 2023-2027

$8.384

$8.116

2023 2024 2025 2026 2027

M trilions @ % change

Note: excludes travel and event tickets, payments such as bill pay, taxes, or money
transfers, restaurant sales, food services and drinking place sales, gambling and other

vice goods sales
Source: eMarketer, February 2023
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This article originally appeared in Insider Intelligence's Retail & Ecommerce Briefing—a daily
recap of top stories reshaping the retail industry. Subscribe to have more hard-hitting

takeaways delivered to your inbox daily.

" Areyou aclient? Click here to subscribe.
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https://totalaccess.emarketer.com/MyAccount/EditProfile.aspx

" Want to learn more about how you can benefit from our expert analysis? Click here.
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