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THE CONSUMER NEVER LEFT

WEEKLY ECONOMIC UPDATE

• Anxiety about consumer spending is misplaced. Revised retail 
sales data indicate that consumer spending in the U.S. is rising 
steadily.

• Consumers are feeling better about current conditions in the 
economy and their finances. Historically, when the current 
conditions index is high, consumer spending growth is healthy.

• One concern about spending is wage growth, which remains 
sluggish, but there are signs that wage increases are going to 
accelerate.

• Overall, we remain confident that consumers will continue to 
increase spending at a healthy clip, which will boost the need for 
both retail and industrial space in the coming year.

Over the past few weeks, there has been a lot of hand wringing about 
the U.S. consumer. Last month, the Commerce Department reported 
that in July U.S. consumer spending fell 0.2% (adjusted for inflation). 
Since consumers represent two-thirds of U.S. gross domestic product, 
a decline in spending was seen as a sign that growth may be stalling – 
as it has several times during this recovery. 

This week, the first estimate of U.S. retail sales for August was released 
and with it revised data for June and July. Retail sales rose a healthy 
0.6% in August, the largest increase since April, as strong auto sales 
boosted spending. Perhaps more importantly, the level of retail sales 
in both June and July was revised upward. The 0.2% increase in June 
was revised to a 0.4% gain and the unchanged reading in July was 
revised to a 0.3% increase. Retail sales represent about half of total 
consumer spending (the other half is spending on services), so the 
upward revision means that spending most likely did not decline in 
July as first reported. 

Ever since the severe winter, consumer spending has been on a roll. 
In January, U.S. retail sales declined 0.9%, the largest decline since 
June 2012, as people had trouble getting out of their houses due to 
the series of “polar vortexes” which blanketed much of the country 

THE CONSUMER NEVER LEFT

SEPTEMBER 15, 2014

FOR MORE INFORMATION, CONTACT:
Ken McCarthy  
Senior Managing Director
Economic Analysis and Forecasting
(212) 698 2502
ken.mccarthy@cushwake.com

Cushman & Wakefield, Inc.
1290 Avenue of the Americas
New York, NY 10104
www.cushmanwakefield.com

The market terms and definitions in this report are based on 
NAIOP standards. No warranty or representation, express 
or implied, is made to the accuracy or completeness of the 
information contained herein, and same is submitted subject to 
errors, omissions, change of price, rental or other conditions, 
withdrawal without notice, and to any special listing conditions 
imposed by our principals. © 2014 Cushman & Wakefield, Inc. 
All rights reserved.

420,000

425,000

430,000

435,000

440,000

445,000

Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14

U.S. Retail Sales Revision

Original Revised

Source: US Department of Commerce, Bureau of the Census 

U.S. Retail Sales Revision

OVERALL, WE REMAIN 
CONFIDENT THAT CONSUMERS 
WILL CONTINUE TO INCREASE 

SPENDING AT A HEALTHY 
CLIP, WHICH WILL BOOST 

THE NEED FOR BOTH RETAIL 
AND INDUSTRIAL SPACE IN THE 

COMING YEAR.

RETAIL AND INDUSTRIAL SPACE



FOR MORE INFORMATION, CONTACT:
Ken McCarthy  
Senior Managing Director
Economic Analysis and Forecasting
(212) 698 2502
ken.mccarthy@cushwake.com

RESEARCH REPORT
WEEKLY ECONOMIC UPDATE

Cushman & Wakefield, Inc.
1290 Avenue of the Americas
New York, NY 10104
www.cushmanwakefield.com

Wages are a concern.
Part of the reason for 

the increase in income is 
a result of more people 

working. Average earnings 
of workers have been 
growing more slowly.

The market terms and definitions in this report are based on 
NAIOP standards. No warranty or representation, express 
or implied, is made to the accuracy or completeness of the 
information contained herein, and same is submitted subject to 
errors, omissions, change of price, rental or other conditions, 
withdrawal without notice, and to any special listing conditions 
imposed by our principals. © 2014 Cushman & Wakefield, Inc. 
All rights reserved.

in freezing conditions. It was no surprise when retail sales bounced 
back in February (+0.9%) and again in March (+1.5%), but spending 
has remained strong even after the rebound. In fact, since January, 
U.S. retail sales have increased at an annual rate of 8.4%. Inflation 
over this period was about 2.3%, so real spending has been rising at  
a very healthy 6.0% clip since January. 

Other economic data support the view that consumers are likely to 
continue to increase spending at a strong pace in the coming months. 

Optimism is increasing. The Thomson-Reuters/University of Michigan 
Index of Consumer Sentiment continues to improve. In early September, 
the Index rose to 84.1, the highest level since July 2013. The “Current 
Conditions” component of the Index, which reflects consumer feelings 
about their current financial condition, decreased very slightly but  
remains near multi-year highs. The current conditions index tracks 
very closely with consumer spending, so a high reading means households 
are more likely to increase spending in the coming months. 

Debt is well managed. According to the Federal Reserve, household 
debt service payments as a percent of after-tax income are at the lowest 
level since the Fed began measuring this back in 1980.  

Income is rising. Real after-tax income in July 2014 was up 2.6% from 
a year ago. That’s not a spectacular gain, but it is the largest increase 
since October 2012 (excluding the tax driven jump in late 2012). The 
pace of income growth has been steadily improving. In the first seven 
months of 2014, real after-tax income increased at a 4.0% annual rate. 

Wages are a concern. To be sure, part of the reason for the increase 
in income is a result of more people working. Average earnings of 
workers have been growing more slowly. In the second quarter of 
2014, wages as reported in the Employment Cost Index were up 
only 1.9% from a year earlier. The increase in wages has remained 
between 1.5% and 2.0% for the past five years, barely keeping pace with 
inflation. To see sustained strong growth in consumer spending, wages 
need to increase at a faster pace. We think that is likely to occur. 

But there are signs of future growth. Surveys of businesses indicate 
that it is getting harder to find qualified employees and as a result, 
they are raising compensation. In its monthly report on small businesses 
released this week, the National Federation of Independent Businesses 
noted that the percentage of firms with at least one position that is 
hard to fill climbed to the highest level since 2007. When it is hard 
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to find employees, businesses are generally forced to raise wages. 
Another component of the index showed that the percentage of 
firms raising compensation is back to 2006/2007 levels. So even 
though wage growth has been slow, it appears that the tightening 
of labor markets and difficulty finding qualified workers is starting 
to have an impact. This is why we anticipate that wage growth will 
accelerate in the coming year.

About a month ago, we wrote “The Consumer is Ready to Carry 
the Load”. That now appears to be happening.

This is all very positive for commercial real estate. 

• Stronger consumer spending will boost demand in the economy 
and lead to more hiring in many industries. More jobs mean 
more demand for space. Office demand is likely to increase. 

• As consumer spending increases, it means more shopping in 
stores. As noted above, real retail sales are up at a roughly 
6.0% annual rate since January. This is likely to lead to more 
demand for retail space.

• More spending means more shopping online. The latest retail 
sales data indicate that online purchases now account for 24% 
of the sales of the combined online sales plus general, apparel, 
furniture and other (GAFO). Five years ago they accounted for 
18% and 10 years ago 13%. As more shopping is moving online, 
the demand for industrial space will only increase. 

• The healthy financial state of households will also lead to more 
spending on leisure activities. Consumer spending on food 
services and accommodations increased 2.5% in the last four 
quarters and that includes a steep weather-driven decline in 
the first quarter. We expect that healthy growth will continue 
in the coming year leading to greater demand for hotel rooms 
and a stronger hotel sector.

• Last, but certainly not least, the multifamily sector will benefit 
as improving general economic conditions lead to more 
household formations.

When consumer spending rises, everyone benefits.  

More spending means 
more shopping online. 

FOR MORE INFORMATION, CONTACT:
Ken McCarthy  
Senior Managing Director
Economic Analysis and Forecasting
(212) 698 2502
ken.mccarthy@cushwake.com

RESEARCH REPORT
WEEKLY ECONOMIC UPDATE

Cushman & Wakefield, Inc.
1290 Avenue of the Americas
New York, NY 10104
www.cushmanwakefield.com

The market terms and definitions in this report are based on 
NAIOP standards. No warranty or representation, express 
or implied, is made to the accuracy or completeness of the 
information contained herein, and same is submitted subject to 
errors, omissions, change of price, rental or other conditions, 
withdrawal without notice, and to any special listing conditions 
imposed by our principals. © 2014 Cushman & Wakefield, Inc. 
All rights reserved.

SEPTEMBER 15, 2014

-5 

0 

5 

10 

15 

20 

25 

30 

35 

40 

1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 

Net Percent of Firms Raising Compensation 

Source: National Federation of Independent Businesses

Net Percent of Firms Raising Compensation


