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ECONOMIC NEWS

United States: Production Falls Again and Retail Sales Up
Slightly
HIGHLIGHTS
ff Retail sales advanced 0.3% in October after declining 0.3%
in September. Motor vehicle sales climbed 0.5% and service
station sales jumped 1.1%. Excluding motor vehicles and
gasoline, sales were up a mere 0.1% after a 0.1% decrease.
ff Industrial output increased 0.8% in October following
September’s 0.3% decline. Manufacturing production fell
by 0.6%. Mining activity decreased 0.7%, while energy
production retreated 2.6%.

GRAPH
Industrial output and manufacturing are down once again
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COMMENTS
After September’s weakness, better growth in retail sales was
expected. The 0.3% gain meets these expectations in part, but
the details remain fairly disappointing. Aside from motor vehicles
and gasoline, only a few sectors, led by online stores (+0.9%),
contributed to higher sales. Furniture (-0.9%), electronics
(-0.4%), renovation centres (-0.5%), clothing stores (-1.0%),
recreational goods (-0.8%) and food services (-0.3%) all posted
lower sales in October. Prices may have had an impact on these
poor performances. For example, clothing prices fell 1.8%
according to the Consumer Price Index. As a result, spending
could show signs of growth in real terms.
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IMPLICATIONS
It’s a disappointing start to the last quarter of 2019. Several types
of retailers experienced setbacks, as well as several industrial
sectors. The Federal Reserve signalled a period of status quo, but
the disappointments must not pile up.

The trend in industrial output is even more negative. There were
expectations that the strike at General Motors (GM) would
continue to have a negative impact on output. However, even if
the motor vehicle sector (which plunged 7.1%) is not included,
industrial output dipped 0.5% and manufacturing 0.1%. The
other sectors were therefore weaker than anticipated. Of
particular note is the plunge in energy production, which should
also show up in the personal consumption of services. Overall,
industrial output is currently sitting at 1.7% below the peak it
reached in December 2018. On a brighter note, the return to
work at GM in November should help regain some of the ground
lost.
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