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UK: CONSUMERS LIKE FALLING PETROL PRICES 

Berenberg Macro Flash 

 
October Retail sales volumes, 

mom 

 

Ex fuel,  

mom 

Actual 0.8% 0.8% 

Previous -0.4% -0.3% 

Consensus 0.3% 0.3% 

Berenberg 0.2% 0.2% 

 

Consumers like falling petrol and food prices. Retail sales volumes rose 0.8% mom in October, the strongest gain since 

April and ahead of consensus expectations of 0.3%. Sales volumes excluding petrol were up 4.6% yoy, and including petrol 

they rose 4.3% yoy. Evidently the consumer is feeling pretty happy. Driving the improvement was a large rise in household 

goods sales, up 2.6% mom, and a partial rebound in clothing after last month’s weather driven collapse. The unseasonable 

weather probably kept clothing sales subdued this month too, meaning they have more ground to make up in coming 

months. The big story though is one of the UK riding out squalls from abroad well, as improved consumer confidence 

keeps the domestic economy ticking along solidly. We look for only a mild and temporary growth slowdown, to 0.6% qoq in 

the fourth quarter.  

 

Gloom overdone. The Prime Minister this week talked of red warning lights flashing on the dashboard. Financial markets 

sold off through October on global growth worries. But for the UK these potential problems are overplayed, in our view. 

We do need to keep a watchful eye on the downside risks, and those troubles abroad are weighing on UK manufacturing 

and exports. But there is plenty of extra stimulus in the pipeline. Cheaper food and petrol prices are a boon for consumers 

that should help keep their confidence healthy and return some of the sparkle to UK growth next year. Cheaper prices for 

essentials allow consumers to spend more money elsewhere, hence the upward trend non food sales volumes (see chart) 

Moreover, all the cooing from the BoE doves has pushed down on market interest rates, which is already feeding through to 

cheaper mortgage borrowing rates. Household and corporate debt is down considerably from its peak, wages are showing 

signs of rising faster than inflation and unemployment is falling quickly. It is not surprising then to see consumer confidence 

9 points higher than this time last year and nearly 30 points up on the run in to Christmas 2012. The Eurozone is stagnating 

rather than falling into recession, and should see improvement if geopolitical tensions, particularly around Ukraine, do not 

worsen. We look for UK growth to accelerate again to 0.8% qoq by the middle of next year, and to register 2.8% for 2015 as 

a whole. 
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mom change OCT SEP AUG JUL JUN MAY 

Retail Sales 0.8% -0.4% 0.4% 0.0% 0.3% -0.1% 

Retail Sales ex Auto and 

Fuel 
0.8% -0.3% 0.3% 0.4% -0.1% -0.0% 

 
Source: UK Office for National Statistics 

 

This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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