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Weakness of 2012:Q2 Retail Sales Reversed in July  
August 14, 2012  

A string of three monthly readings through June suggested that consumers had lost an 
appetite for shopping, but the July retail sales report shows a strong reversal of this trend.  
Retail sales rose 0.8%in July after a downwardly revised 0.7% decline in June (previously 
estimated as a 0.5% drop).  The improvement in retails sales was widespread in July, with 
all major categories posting gains.  The 0.8% increase in auto sales contradicts the unit 
sales numbers published earlier in the month.  Unit sales of autos matter for consumer 
spending numbers in the GDP report and they slipped in July (14.1 million units vs. 14.4 
million in June).  Excluding autos, retail sales moved up 0.8% in July, after a 0.8% 
reduction in June.  In July, purchases of furniture (+1.1%), apparel (+0.8%), general 
merchandise (+0.8%), and building materials (+1.0%) advanced.  Essentially, these data 
change the tone of retail sales seen in the second quarter and support expectations of 
moderate growth in consumer spending in the third quarter.   

Chart 1 

 
Gasoline sales rose 0.5% in July, after three consecutive monthly declines, which is most 
likely related to higher prices.  Retail sales excluding autos, gasoline, and building 
materials, typically referred to as the core of retail sales, increased 0.9% in July, putting 
the year-to-year increase at 3.8% after a 3.1% increase in June.  Although it is only one 
month’s reading, the year-to-year increase in July is noteworthy because it points to a 
reversal of a decelerating trend of core retail sales (see Chart 2).   
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Chart 2 

 
 

Retail Sales – July 2012

 
 

Food and Core Prices Lift Wholesale Prices in July 
The Producer Price Index (PPI) for Finished Goods increased 0.3% in July after a 0.1% 
gain in June.  Despite the 0.4% drop in energy prices, the 0.5% jump in food prices and 
the 0.4% increase in prices of items excluding food and energy led to an overall gain of 
wholesale prices in July.  According to the Bureau of Labor Statistics, 40% of the 
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May June July 12:Q2 12:Q3*

Total Retail Sales & Food Service, % m-o-m -0.1 -0.7 0.8 -1.0 1.1
      % change y-o-y 7.1 3.3 3.4
   Ex-auto, % m-o-m -0.3 -0.8 0.8 -1.7 0.7
      % change y-o-y 5.6 2.6 2.3
   Ex-gas, % m-o-m 0.1 -0.4 0.8 0.4 2.5
      % change y-o-y 7.8 4.1 4.3
    Ex- autos and gas % m-o-m 0.0 -0.4 0.9 -0.2 2.4
      % change y-o-y 6.3 3.4 3.3
    Exc. Bldg. mat., auto, gas, % m-o-m 0.2 -0.2 0.9 1.5 3.1
      % change y-o-y 6.2 4.2 3.4

* -annualized change based on July data

quarterly change SAAR
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increase in the core prices is from the 1.6% hike in prices of light trucks and 50% of the 
gain in food prices is attributed to higher quotes for beef, veal, and pork.  Speaking about 
food prices, the drought the US is experiencing is most likely to have an impact as higher 
food prices, with a large part of the gain reflected in consumer prices also in the months 
ahead.  At the earlier stages of production, the core intermediate goods price index (-
0.9%) and core crude goods price gauge (-1.1%) fell in July.   
 

Chart 3 

 
 

Producer Price Index – July 2012

 

PPI: Finished Goods [Including Foods & Fuel]
% Change - Year to Year    NSA, 1982=100

PPI: Finished Goods Less Food and Energy
% Change - Year to Year    NSA, 1982=100
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 % change 
prior month 3 mo. ago 6 mo. ago July-12 yoy Dec-11 yoy   

PPI - FINISHED GOODS
ALL ITEMS 0.3 -2.9 -1.2 0.5 4.7
CORE - ALL ITEMS LESS FOOD & ENERGY 0.4 3.3 2.6 2.5 3.0
FOOD 0.5 1.8 1.0 2.4 6.0
ENERGY -0.4 -20.5 -12.1 -5.9 7.8
CAPITAL EQUIPMENT 0.2 2.2 2.1 1.9 2.3

PPI - INTERMEDIATE GOODS
ALL ITEMS -0.9 -8.6 -2.5 -2.6 5.7
CORE -0.9 -7.2 -0.4 -1.5 3.8

PPI - CRUDE GOODS
ALL ITEMS 1.8 -18.6 -20.6 -9.6 6.6
CORE -1.1 -23.1 -15.1 -11.7 2.4

annualized % change % change 
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July Small Business Survey – Fewer Members Indicate Sales as Problematic 
The Small Business Optimism Index of the National Federation of Independent Business 
held nearly steady in July (91.2 vs. 91.4 in June) but it is the lowest since November 
2011.  Running somewhat counter to the message from the headline index, the percentage 
of participants indicating that poor sales are the single most important problem fell to 
20% in July from 23% in June.  This is a major statistic from the survey because sales 
drive an enterprise.  The bottom line is that the NFIB survey results for July are mixed, at 
best. 

Chart 4 

 
 

 
 

NFIB: Small Business Optimism Index
SA, 1986=100

NFIB: Single Most Important Problem: Percent Reporting Poor Sales
%
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