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Retail Sales  
Consumers Continue to Tread Lightly 

 January’s retail sales figures were neither hot nor cold. But neither were they ‘just right’. Retail 
sales rose 0.3% in January to be up 4.0% over the year reflecting the grinding growth in 
Australia’s domestic demand. 

 Sales in January were strong in household goods (1.0%) and cafes, restaurants & takeaway 
(1.0%) but weak in food (-0.2%), department stores (-1.3%) and clothing, footwear & personal 
accessories (0.1%).  

 In annual terms, growth in retail sales is now strongest in the ACT (8.5%) with NSW the second 
strongest at 5.2%. Sales remain solid at 4.9% in Victoria, 5.5% in the Northern Territory, 4.3% in 
Tasmania and 4.0% in South Australia. Western Australia (1.2%) and Queensland (2.1%) saw the 
weakest growth in retail sales over the year.  

 We expect retail sales to continue expanding at a gradual pace that adds to economic growth 
but does not cause the RBA to lift (or reduce) its cash rate. We continue to hold to our view that 
the RBA will leave rates on hold throughout 2016. It is in a position to cut the cash rate if global 
financial conditions deteriorate significantly but this is not our base case. We expect that a rate 
hike could be as far away as June 2017. 
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Retail sales picked up in January following a flat result in December. Sales rose 0.3% in the month 
to be up 4.0% over the year. The result was below our expectations and those of the market. 
While 4.0% growth in retail sales is below the 4.5% ten year average, it does represent growth in 
spending.  

A range of factors influence retail spending. Positive factors currently include solid growth in 
employment, low interest rates and strong activity in the housing sector. Working in the opposite 
direction, especially during January, were financial market volatility and the attendant ‘fear 
generating’ media headlines. Weak wages growth is also contributing towards muted retail 
spending but as noted in the recent national accounts, Australians have recently reduced their 
rate of saving to support consumption. 

- By Sector 

 Sales during January were strong in household goods (1.0%) and cafes, restaurants & takeaway 
(1.0%) but weak in food (-0.2%), department stores (-1.3%) and clothing, footwear & personal 
accessories (0.1%).  

Annual rates of growth in retailing provide a better ‘feel’ how each segment is traveling.  Strength 
in the housing sector of the economy has seen strong retail sales associated with new homes. In 
the year to January, sales of household goods rose 6.0% - the strongest of the major retailing 
sectors.  At the other end of the spectrum were department store sales which rose only 1.1% over 
the year.  

Clothing, footwear & personal accessories saw sales growth of 4.5% over the year to January while 
food stores had growth of 3.8%. Cafes, restaurants and takeaways reported annual growth of only 
2.1%, a far cry for the double digit growth seen through most of 2014.  

Looking forward, a slowdown in the pace of growth in housing activity (in line with lower building 
approvals) could see the pace sales of household goods ease back over the remainder of the year.  

Food retailing appears set to continue at a steady clip and in-line with inflation and population 
growth. 

- By State and Territory 

By State and Territory, retail spending was the strongest in the Northern Territory (1.2%) and in 
Tasmania (1.0%), which appears to be benefitting from growth in its tourism and agricultural 
sectors. Sales were also solid in the ACT (0.7%) where the mood appears to be picking up after 
public sector job cuts in early 2015 and some new hiring.  Victoria (0.0%) saw the weakest 
outcome but this comes after a strong performance in late 2015.  

None of the States or Territories reported a decline in sales during January. Sales in NSW rose 0.5% 
in January. They were up 0.4% in South Australia and by 0.3% in Queensland. 

In annual terms, growth in retail sales is now strongest in the ACT (8.5%) with NSW the second 
strongest at 5.2%. Sales remain solid at 4.9% in Victoria, 5.5% in the Northern Territory, 4.3% in 
Tasmania and 4.0% in South Australia. Western Australia (1.2%) and Queensland (2.1%) have seen 
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the weakest growth in retail sales over the year.  

 

Outlook & Implications 

January’s retail sales figures were neither hot nor cold. But neither were they ‘just right’. Rather, 
the figures reflected the grinding growth in domestic demand. For retail sales to pick up, we would 
need to see sustained strong job growth, a pick-up in wages and possibly another tick down in the 
nation’s savings ratio. We expect retail sales to continue expanding at a gradual pace that adds to 
economic growth but does not cause the RBA to lift (or reduce) its cash rate. 

We continue to hold to our view that the RBA will leave rates on hold throughout 2016. It is in a 
position to cut the cash rate if global financial conditions deteriorate significantly but this is not 
our base case. We expect that a rate hike could be as far away as June 2017. 

 

 
Hans Kunnen, Chief Economist 

Ph: 02-8254-8322 
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The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not comply 
with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives or financial 
situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or recommendations (expressed or 
implied) and is not an invitation to take up securities or other financial products or services. No decision should be made on the basis of the Information 
without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply Information, the supply of the Information is 
made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne does not represent or guarantee that the Information is 
accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in relation to the Information and liability for any reliance on 
investment decisions made using the Information. The Information is subject to change. Terms, conditions and any fees apply to Bank of Melbourne products 
and details are available. Bank of Melbourne or its officers, agents or employees (including persons involved in preparation of the Information) may have 
financial interests in the markets discussed in the Information. Bank of Melbourne owns copyright in the information unless otherwise indicated. The 
Information should not be reproduced, distributed, linked or transmitted without the written consent of BankofMelbourne. 
Any unauthorized use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007. 
If you no longer wish to receive this information, please reply to this email with the word "Unsubscribe" in the subject heading along with your full name and 
company name. 
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