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UK: GENTLE SLOWING 

Berenberg Macro Flash 

 
September Retail sales volumes, 

mom 

 

Ex Auto and fuel,  

yoy 

Actual -0.3% -0.3% 

Previous 0.4% 0.3% 

Consensus -0.1% 0.0% 

Berenberg -0.4% -0.4% 

 

Gentle slowing. Total retail sales volumes fell 0.3% in September, after rising 0.4% the previous month. Over the third 

quarter as a whole sales rose just 0.3%, the weakest three-month growth rate since November last year. Retail sales fit into 

the general pattern from a range of indicators – mortgage approvals today was another - of gently slowing growth, as Euro-

zone troubles weigh on manufacturing while the head of steam consumers built up earlier this year dissipates a little. The 

chart below shows that retail sales have lost a bit of their springiness from earlier in the year. That matches our forecast. We 

expect UK growth to slow to 0.7% qoq in Q3 and 0.6% qoq by Q4 – a bit weaker than the BoE – as events abroad hurt 

exports and still weak wages weigh a little on domestic spending momentum. But once geopolitical tensions ease and falling 

unemployment feeds through gradually to pay, UK growth can pick-up again next year. For now we need to worry about 

downside risks to growth, but we look for that to ease next year and growth to reach 2.8% for 2015 as a whole. 

 

Notwithstanding that bigger picture, it is also worth remembering that this latest fall in retail sales is mostly a 

blip. Unseasonably warm weather hit fashion sales in September, an effect which seems to have reversed to a degree in 

October if the latest anecdote is anything to go by. Clothing and footwear sales fell 7.8% mom in September, dragging down 

the headline. That should reverse next month, providing a good start to the fourth quarter. 

 

No serious worry. British growth is gently slowing as several domestic and external headwinds blow a bit stronger. But we 

are far away from the sort of drag on the UK in 2011/12 during the extreme times of Euro crisis. Falling food and petrol 

prices will aid consumer spending power over the next few months, as will slightly cheaper mortgage rates. Consumer con-

fidence remains strong, nearly 30 points up from two years ago, while unemployment is dropping quickly. Wage gains are 

the missing ingredient, but they should also, gradually, come through over the next year, helping to sustain the UK’s recov-

ery.  
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Shading in the chart refers to period of stagnating retail sales volumes. 

 

mom change SEP AUG JUL JUN MAY APR 

Retail Sales -0.3% 0.4% 0.0% 0.3% -0.1% 0.7% 

Retail Sales ex Auto and 

Fuel 
-0.3% 0.3% 0.4% -0.1% -0.0% 1.4% 

 
Source: UK Office for National Statistics 


