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document should be interpreted to state or imply that past results are an indication of future performance. 

Date Indicator  For Estimate Consensus* 
Previous 
Period 

16-March -2015 Empire Manufacturing MAR 6.0 8.0 7.78 

16-March -2015 Industrial Production M-o-M FEB 0.1% 0.2% 0.2% 

16-March -2015 Capacity Utilization FEB 79.4 79.5 79.4 

16-March-2015 NAHB Housing Market Index MAR 57 57 55 

16-March-2015 Total Net TIC Flows JAN NA NA $-174.8B 

17-March -2015 Housing Starts FEB 1060K 1050K 1065K 

17-March -2015 Housing Permits FEB 1070K 1065K 1060K 

18-March -2015 FOMC Rate Decision- Upper Bound MAR 0.25% 0.25% 0.25% 

18-March -2015 FOMC Rate Decision- Lower Bound MAR 0.0% 0.0% 0.0% 

19-March -2015 Current Account Balance Q4 $-105.8B $-103.4B $-100.3B 

19-March-2015 Initial Jobless Claims 03/14 292K NA 289K 

19-March -2015 Philadelphia Fed Index MAR 5.0 8.0 5.2 

19-March -2015 Conference Board’s Leading Index FEB 0.2% 0.3% 0.2% 

 *Consensus from Bloomberg 

 
The Curious Case of Missing Retail Sales 
Here we go again. February retail sales once again 
missed economists’ expectations, falling 0.6 percent on 
the month after a steep 0.8 percent monthly decline in 
January. This caps three consecutive months now of 
declining retail sales.  Looked at in a vacuum, such an 
atrocious performance could herald an impending 
recession.  That is not our forecast for the near-term U.S. 
economy, so the recent declines in retail sales deserve 
some explanation and examination.      
 

Retail Sales Continue to Disappoint 

 
 
My first observation: Just like last year’s first quarter, the 
weather is messing with the data.  Throw in a West Coast 
ports slowdown that came to a head last month, and it’s 
not hard to conclude we may be receiving a false signal 
from a normally reliable report on the health of the 
consumer.  Much of the decline in sales came from weak 
auto sales on the month.  Bad weather across much of 
the country kept people from car shopping, while auto 
imports could have been delayed due to the West Coast 
ports slowdown.  
 
Indeed the drop in auto and light truck sales in recent 
months has been dramatic and was not anticipated in 
baseline forecasts.  Motor vehicle and parts sales for 
February lead the sales declines, dropping 2.5 percent on 
the month.  
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Auto Sales Tanked in February- Likely Due to Weather 

 
Notice that similar declines in motor vehicle sales 
occurred last January during the bad weather last winter; 
but those sales declines were rapidly unwound in 
subsequent months, as pent-up demand bolstered auto 
sales over the next two months. 
 
Big retail sales declines were also seen in building 
materials, down 2.3 percent on the month. Drops of these 
magnitudes in these spending categories appear 
suspiciously weather-related. Other categories of 
spending also fell, but by lesser amounts. Only gasoline, 
clothing, sporting goods, and non-store retailers managed 
to maintain sales or eek out gains in February.   In fact, 
non-store retailers managed to increase sales 2.2 percent 
on the month, suggesting that some retail sales migrated 
to the Internet as folks hunkered down in their homes.  
 
 
Making the Case for a Stronger Consumer 
I would be more worried about this down trend in the retail 
sales data if other data validated the declines we have 
seen over the last three months.  All other indications 
suggest the consumer is alive and well. So what we lose 
in spending in the first quarter is likely to be made up 
through pent-up demand in the second quarter of this 
year. 
 
Real income growth is accelerating, and savings rates 
have improved, giving consumers more ability to spend at 
a faster pace in the months ahead.   
 
 
 
 
 

Real Income Growth Roaring Higher 

 
The personal savings rate was 5.5 percent in January.  
That’s the highest savings rate since December 2012.   
 

Consumers Have Plenty of Ammunition Left 

 
High savings can sometimes signal consumer fear, but 
that doesn’t appear to be the case today, as consumer 
confidence remains near expansion highs and at levels 
seen prior to the “Great Recession.”     
 
What are the implications for our forecasts for 2015? We 
have lowered our Q1 Real GDP forecast to 2.0 percent 
annualized from 2.4 percent prior, and our Q1 real 
consumer spending forecast to 2.8 percent for Q1 from 
3.3 percent. GDP growth is expected to spring-board back 
to around 3.0 percent over the rest of the year as 
consumer spending returns, keeping our annual growth 
forecasts virtually intact.   
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Major Economic Indicators 

 

Economic Data 2014.1 2014.2 2014.3 2014.4 2015.1 2015.2 2015.3 2015.4 2016.1 2016.2 2016.3 2016.4 2013 2014 2015 2016

Real GDP* -2.1 4.6 5.0 2.2 2.0 2.9 2.9 3.0 2.7 2.8 2.7 2.8 2.2 2.4 2.9 2.8

Personal Consumption Expenditures* 1.2 2.5 3.2 4.2 2.8 3.5 3.5 3.4 3.1 3.1 2.9 2.8 2.4 2.5 3.4 3.2

Non-residential Fixed Investment* 1.6 9.7 8.9 4.8 3.5 5.0 5.0 5.0 4.7 4.6 4.6 4.2 3.0 6.3 5.4 4.8

Private Housing Starts (000s units) 925 985 1,030 1,075 1,090 1,100 1,121 1,143 1,165 1,180 1,240 1,260 930 1,004 1,114 1,211

Vehicle Sales (mill. Units, annualized) 15.6 16.5 16.7 16.8 16.6 17.1 17.2 17.2 17.2 17.2 17.3 17.3 15.5 16.4 17.0 17.2

Industrial Production* 3.9 5.7 4.1 4.3 3.5 3.3 3.3 3.2 3.4 3.4 3.4 3.4 2.9 4.2 3.8 3.4

Nonfarm Payroll Employment (mil.) 137.8 138.5 139.2 140.1 140.8 141.5 142.1 142.8 143.5 144.1 144.8 145.4 136.4 138.9 141.8 144.4

Unemployment rate 6.7 6.2 6.1 5.7 5.5 5.4 5.3 5.2 5.2 5.1 5.0 5.0 7.4 6.2 5.4 5.1

Consumer Price Index* (percent) 2.1 2.4 1.2 -0.9 -3.0 1.7 1.9 1.9 1.9 1.9 2.0 2.1 1.5 1.6 0.1 1.9

"Core" CPI* (percent) 1.8 2.2 1.4 1.5 1.9 1.8 1.8 1.9 1.9 1.9 2.0 2.0 1.8 1.7 1.8 1.9

PPI (finished goods)* (percent) 4.1 3.5 0.4 -5.1 -11.5 0.3 1.0 1.1 1.3 1.3 1.4 1.4 1.2 1.3 0.3 1.8

Trade Weighted Dollar (Fed BOG, major) 76.9 76.4 77.5 82.2 88.5 89.5 90.4 90.7 91.0 91.8 92.5 92.4 76.1 78.3 89.8 91.9

Crude Oil Prices -WTI ($ per barrel) 99 103 98 76 50 52 54 56 64 65 66 67 98 94 53 66

*Quarterly Data Percent Change At Annual Rate; Annual Data Year-on-Year % Chg, or Annual Average.

Financial Data 2014.1 2014.2 2014.3 2014.4 2015.1 2015.2 2015.3 2015.4 2016.1 2016.2 2016.3 2016.4 2013 2014 2015 2016

S & P 500 1,835 1,900 1,976 2,009 1,644

Dow Jones Industrial Average 16,177 16,604 16,954 17,345 15,010

Federal Funds Rate (effective) 0.07 0.09 0.09 0.08 0.12 0.18 0.43 0.70 1.12 1.37 1.62 1.95 0.11 0.08 0.36 1.52

Treasury-3 Month Bills (yield) 0.05 0.03 0.03 0.02 0.02 0.10 0.33 0.60 1.08 1.32 1.57 1.90 0.06 0.03 0.26 1.47

Treasury-2 Year Notes (yield) 0.37 0.42 0.52 0.52 0.60 0.70 0.93 1.13 1.60 1.90 2.15 2.48 0.31 0.45 0.84 2.03

Treasury-5 Year Notes (yield) 1.60 1.66 1.70 1.57 1.47 1.62 1.82 2.10 2.54 2.74 2.99 3.12 1.17 1.63 1.75 2.85

Treasury-10 Year Notes (yield) 2.77 2.62 2.50 2.27 2.00 2.22 2.40 2.56 2.71 2.84 2.95 3.18 2.35 2.54 2.30 2.92

Treasury-30 Year Notes (yield) 3.68 3.44 3.27 2.97 2.60 2.80 2.95 3.10 3.21 3.32 3.45 3.58 3.44 3.34 2.86 3.39

Prime Rate 3.25 3.25 3.25 3.25 3.25 3.25 3.43 3.70 4.12 4.37 4.62 4.95 3.25 3.25 3.41 4.52

Libor 3-Mo. U.S. Dollar 0.26 0.25 0.24 0.23 0.25 0.26 0.46 0.78 1.19 1.45 1.68 2.03 0.28 0.25 0.44 1.59

Mortgage-30 Year (yield) 4.36 4.23 4.14 4.03 3.71 3.97 4.21 4.35 4.52 4.65 4.76 4.99 3.98 4.19 4.06 4.73

BAA Corporate (yield) 5.12 4.82 4.74 4.74 4.52 4.62 4.70 4.87 5.05 5.20 5.32 5.55 5.10 4.86 4.68 5.28

Source:  Bank of the West Economics, Bloomberg, Federal Reserve .
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