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Retail Sales
Gloomier Consumers in NSW and Victoria

e Retail spending remained in the doldrums in April. An impending election, high household debt,
weak growth in incomes and the downturn in the housing market dulled the appetites of
consumers to spend.

e Retailing slid 0.1% in April, which is the second fall in five months. The annual growth rate of
retailing also slowed dramatically, from 3.5% in March to 2.8% in April.

e Consumers in New South Wales and Victoria were especially glum. Retailing fell by 0.4% in NSW
and in Victoria in April. Excluding these States, retailing lifted 0.4% in the month, highlighting
the close linkages between house prices and retail spending.

o Discretionary spending categories contracted in April, also underscoring the caution evident
among consumers. The exception was department-store sales; however, the gain of 1.8% in
April followed a drop of 1.5% in the previous month.

e The weakness in retailing is reflected in high and rising vacancy rates in neighbourhood centres,
shopping centres and on the high street. Incentives are also high to attract tenants. The growing
trend to online spending is hurting traditional bricks-and-mortar retailing. However, online
retailing was not immune from the weakness in April, falling by 2.1% in the month.

e Consumer spending is likely to remain under pressure from the combination of weak wages
growth and high levels of household debt. Ongoing firm jobs growth and rate cuts from the RBA
(as soon as today) should provide some support. Some promising signs on house prices in
Sydney and Melbourne that suggest a bottom might be near might also help prop up retailing.
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Retail spending remained in the doldrums in April. An impending election, high household debt,
weak growth in incomes and the downturn in the housing dulled the appetites of consumers to
spend. The timing of the public holidays — Easter and Anzac Day — would have not helped April’s
result.

Consumers in New South Wales and Victoria were Value of Retail Sales
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Retailing fell by 0.4% in NSW and in Victoria. In NSW,
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retailing in NSW and Victoria, retail trade rose 0.4% Source: ABS
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prices and consumer spending.
The ACT and NT also recorded falls in retailing, of 0.1% and 0.5%, respectively.

Queensland was the stand-out State in the month. Retailing grew 0.7% in April in the Sunshine
State and annual growth lifted to 6.0%, as population growth and economic activity continues to
gain traction. Other States that recorded growth in April were South Australia (+0.6%), Tasmania
(+0.3%) and Western Australia (+0.1%).

Retail Sales by Sector

Discretionary spending categories fell in the month, (Monthly % Change, April 2019)
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consumers against a backdrop of headwinds. The
exception was department-store sales, however,

the gain of 1.8% in April, followed a drop of 1.5% in 1
the previous month, and the annual growth rate in
this segment remains subdued at 2.7%.

Clothing, footwear & personal accessories posted
the biggest monthly decline in April of 1.2%.

Household goods retailing followed with the next
biggest fall in the month, as a softening in housing

sales weighed on this sector. | Source:aBs
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declined in the month, recording a drop of 0.7%, Pers Acc Taway
which is the second fall in three months. The Australian love affair with sipping coffee has stalled,
after recording very strong growth up until around the middle of 2017. Part of the stalling might
also reflect a saturation of new cafes and restaurants, as more food venues opened in response to
strong demand previously in this segment.

The biggest gain in the month in retailing was registered with ‘other retailing’, which includes
shops specialising in goods such as books, sporting gear, gardening tools and health products
(chemists). Pharmaceutical, cosmetic and toiletry goods retailing in this segment were especially
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firm in April with growth of 5.1%. The ageing population and the focus on health are factors
supporting this segment.

The weakness in retailing is reflected in high and rising vacancy rates in neighbourhood centres,
shopping centres and on the high street. Incentives are also high to attract retailing tenants. The
growth towards online spending and the trend to experience-based retailing are hurting
traditional bricks-and-mortar retailers. However, online retailing was not immune from the
weakness in April, falling by 2.1% in the month. Nonetheless, online spending remains firm on a
year ago at 11.0% growth.

Outlook

Consumer spending is likely to remain under pressure from the combo of weak wages growth and
high levels of household debt. Ongoing firm jobs growth and rate cuts from the RBA (as soon as
today) should provide some support. Some promising signs on house prices in Sydney and
Melbourne that suggest a bottom might be near might also help prop up retailing.
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