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Retail Sales Disappointed in December
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* Retail sales were unchanged in December following solid growth in November.

This was well below PNC’s estimate. PNC Economics

economics@pnc.com

= Monthly gains were led by building materials and garden equipment stores,
sporting goods & hobby stores, gasoline stations, and food and beverage
stores.

* The year earlier growth rate slipped to 2.4% from 3.3% in November.

= Growth in control retail sales - which exclude autos, gasoline, building
materials and food services receipts and is used to estimate consumer
spending in the GDP report - slipped to -0.1% from 0.2% in November.

=  Consumer spending growth is expected to be modest over the near term
amid softening job growth, rising joblessness, slower wage growth, and a

great deal of policy uncertainty.

= PNC expects the FOMC to lower the fed funds rate by 25 basis points in July

and another 25 basis points in September.

Details

The holiday shopping season ended on a weak note.
Total retail sales were flat in December following a
solid 0.6% increase in November. That was well
below PNC’s forecast for a 0.6% gain. Ex-auto sales
and core sales, which also exclude gasoline stations,
were also unchanged.

Month-on-month gains were led by building
materials & garden equipment (+1.2%), sporting
goods, and hobby stores (+0.4%), gasoline stations
(+0.3%) and food and beverage stores (+0.2%). The
biggest declines were in furniture and home

furnishing stores (-0.9%), clothing stores (-0.7%) and
electronics and appliance stores (-0.4%). Sales at
motor vehicles and parts dealers and at health and
personal care stores each fell 0.2%. Receipts at
restaurants and bars (the only services category in
the report) slipped 0.1% after a solid 0.7% upturn in
November.

The unchanged reading drove the year ago growth
rate down to 2.4% - the slowest pace of growth
since September 2024. The biggest annual gains
were in health and personal care stores (+6.4%),
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sporting goods & hobby stores (+6.0%), nonstore
retailers (+5.3%) and clothing stores (+5.1%). The only
segments to drop were furniture & home furnishing
stores (-5.6% and the fourth straight decline) and
motor vehicles & parts (-1.1%).

Growth in control retail sales — which exclude autos,
gasoline, building materials and food services
receipts and is used to estimate consumer spending
in the GDP report - slipped to -0.1% in December
from 0.2% in November and 0.6% in October (Figure
1). Consequently, the year earlier growth rate fell to
3.6%, the smallest annual gain since August 2024.

Consumer spending growth is expected to be
modest over the near term amid softening job
growth, rising joblessness, slower wage growth, and
a great deal of policy uncertainty, especially with
regard to trade policy. Accordingly, PNC expects
the FOMC to reduce the fed funds rate by 25 basis
points in July and another 25 basis points in
September, lowering the fed funds rate to a range
of 3.00%-3.25%.

Figure 1: Retail Sales Control Group Growth (m/m)
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Disclosures

The material presented and the views expressed herein are of a general nature and does not constitute the provision of
investment or economic advice to any person, or a recommendation of any particular securities, financial instruments,
strategies or banking services. Opinions and forecasts expressed herein are subject to change without notice. Relevant
information was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy. You should
seek the advice of an investment professional to tailor a financial plan to your needs.

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over
time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and
uncertainties to which our forward-looking statements are subject. Forward-looking statements speak only as of the date
made. We do not assume any duty and do not undertake any obligation to update forward-looking statements. Actual
results or future events could differ, possibly materially, from those anticipated in forward-looking statements, as well as
from historical performance. As a result, we caution against placing undue reliance on any forward-looking statements.

“PNC” is a registered mark of the PNC Financial Services Group, Inc.

© 2026 The PNC Financial Services Group, Inc. All rights reserved.
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