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Americans pulled back on spending in September. If reduced consumption were to 

persist, coupled with a weaker labor market, the Federal Reserve would likely lower the 

policy rate in December despite inflation concerns 

 
 

In September, seasonally adjusted nominal U.S. retail sales increased 0.16% on a monthly basis (m/m) reaching US$733 billion (bn), 

which is below the forecasted increase of 0.4% m/m, suggesting a potential cooldown in consumer spending amid rising prices. On 

an annualized basis this comes to a 3.2% rate barely above current inflation levels. This print came after increases of 0.7% in July 

and 0.6% in August, marking the smallest monthly gain in the last four months. The 43-day government shutdown in the United States 

caused the delay in the report's intended mid-October deadline. September’s data is released ahead of this weekend's start of the 

important winter holiday season. Compared to last year's Thanksgiving, the National Retail Federation and other forecasters 

anticipate a more moderate increase in sales this year. 

 

The retail sales numbers, which are not adjusted for inflation, indicate that Americans reduced their spending in September as many 

households battled with the high cost of rent, groceries and tariffed imports goods. In fact, the question of “affordability” has emerged 

as a major political issue which will probably impact the Fed’s thinkings.  The idea of the dual mandate assumes that there is an 

inverse relationship between the strength of the labor market and inflation. This is based on the assumption that the strength of the 

labor market is positively related to consumer spending which is related to inflation. However, consumer spending may be bifurcated 

affected by those enjoying equity market gains and those whose spending is based on employment and wage gains. If the former 

outweighs the latter, as may currently be the case, we can have strong consumer spending and unacceptably high inflation along 

with a weak labor market. This creates complications for both politics and economic policy. The situation is further complicated as 

strong investment spending bolsters economic growth, and possibly inflation, but not necessarily employment. This may especially 

be the case as investment spending and stock market gains appear to be AI driven which itself has highly uncertain implications for 

job creation.  

 
The sales figures are distorted in that September was a bad month, yet the quarter was robust, as illustrated in the last column of 

Figure 1 below. We believe that September is not merely an anomaly or a typical retracement from the two particularly solid preceding 

months, but rather an indicator of future expectations. We anticipate a deceleration in consumer expenditure during the final quarter 

of the year, as an increasing number of households will reduce spending due to the government shutdown, ongoing high inflation, a 

fragile labor market, and a rising unemployment rate, which reached 4.4% in September, the highest level in nearly four years. 
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Figure 1. U.S. retail sales in billion USD 
 

 

 

A significant increase in gasoline prices of 4.1% m/m in September drove up the monthly gain in gasoline stations (2.0% m/m), 

from previous 0.42%. Retail trade sales (excluding food services) grew by 0.1% in September, down from August 0.5% 

increase. Car dealership sales increased 0.6% m/m in August before declining by 0.3% in September. Health and personal 

care stores saw a 1.1% m/m increase in sales, while furniture retailers saw a 0.6% m/m gain.  

 

On the other hand, sales of appliances and gadgets dropped 0.5% m/m, while sales at clothes stores fell 0.7% m/m. Retail 

sales online were down 0.7% m/m. Sales decreased 0.1% m/m when food, gasoline, and automobiles and motor components 

were excluded. The majority of the gains are being driven by Americans with higher incomes, according to statistics from dealers 

like Walmart and data from Bank of America. 

 

The Atlanta Federal Reserve’s GDPNow model estimated that Gross Domestic Product (GDP) increased at an annualized rate 

of 4.2% in the third quarter of 2025, prior to the release of retail sales data. Reduced consumer expenditure suggests restrained 

demand, which may ultimately lead to a decline in consumer inflation. If reduced consumption were to persist, coupled with a 

weaker labor market, the Federal Reserve, under increasing political pressure,  would likely lower the policy rate to stimulate 

demand and encourage economic growth. Although some Federal Reserve officials continue to express concerns regarding 

inflation, the likelihood of the U.S. central bank lowering interest rates again in December has increased. 

 

Figure 2. Retail sales and consumer goods spending annualized change (3MMA) 
 

 

Aug-25 Sep-25 Aug-25 Sep-25

Food and beverages 85 86 0.65% 0.21% 2.8% 4.7%

Food Services 100 101 1.01% 0.74% 6.7% 6.2%

Gasoline Stations 52 53 0.42% 2.01% 0.1% 10.3%

Motor Vehicles and Parts Dealers 140 139 0.57% -0.30% 5.2% 5.6%

Other Sales 355 355 0.50% -0.09% 4.7% 5.9%

Total Retail and Food Services 732 733 0.60% 0.16% 4.5% 6.1%

Source: HR Ratings with data from the U.S. Census Bureau, retrieved from FRED, Federal Reserve Bank of St. Louis.

Monthly changeBillions of USD 3Q25 vs. 

3Q24

 3Q25 vs. 2Q25  

(annualized)Sales Category

Source: HR Ratings with data from the U.S. Census Bureau, BEA and FRED, Federal Reserve Bank of St. Louis.  
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HR Ratings de México, S.A. de C.V. (“HR Ratings”), is an credit rating agency authorized by the National Banking and Securities Commission(CNBV) and registered by the Securities and 
Exchange Commission (SEC) as a Nationally Recognized Statistical Rating Organization (NRSRO) for the assets of public finance, corporates and financial institutions as described in section 3 
(a) (62) (A) and (B) subsection (i), (iii) and (v) of the US Securities Exchange Act of 1934 and certified as a Credit Rating Agency (CRA) by the European Securities and Markets Authority (ESMA) 
and the Financial Conduct Authority (FCA).  
The ratings and/or opinions of HR Ratings de México S.A. de C.V. (HR Ratings) are opinions regarding the credit quality and/or the asset management capacity, or relative to the performance of the 
tasks aimed at the fulfillment of the corporate purpose, by issuing companies and other entities or sectors, and are based on exclusively in the characteristics of the entity, issue and/or operation, 
regardless of any business activity between HR Ratings and the entity or issuer. The ratings and/or opinions granted are issued on behalf of HR Ratings and not of its management or technical 
personnel and do not constitute recommendations to buy, sell or maintain any instrument, or to carry out any type of business, investment or operation, and may be subject to updates at any time, 
in accordance with the rating methodologies of HR Ratings.  
HR Ratings bases its ratings and/or opinions on information obtained from sources that are believed to be accurate and reliable. HR Ratings, however, does not validate, guarantee or certify the 
accuracy, correctness or completeness of any information and is not responsible for any errors or omissions or for results obtained from the use of such information. Most issuers of debt securities 
rated by HR Ratings have paid a fee for the credit rating based on the amount and type of debt issued. The degree of creditworthiness of an issue or issuer, opinions regarding asset manager 
quality or ratings related to an entity’s performance of its business purpose are subject to change, which can produce a rating upgrade or downgrade, without implying any responsibility for HR 
Ratings. The ratings issued by HR Ratings are assigned in an ethical manner, in accordance with healthy market practices and in compliance with applicable regulations found on the 
www.hrratings.com rating agency webpage. HR Ratings’ Code of Conduct, rating methodologies, rating criteria and current ratings can also be found on the website. 
Ratings and/or opinions assigned by HR Ratings are based on an analysis of the creditworthiness of an entity, issue or issuer, and do not necessarily imply a statistical likelihood of default, HR 
Ratings defines as the inability or unwillingness to satisfy the contractually stipulated payment terms of an obligation, such that creditors and/or bondholders are forced to take action in order to 
recover their investment or to restructure the debt due to a situation of stress faced by the debtor. Without disregard to the aforementioned point, in order to validate our ratings, our methodologies 
consider stress scenarios as a complement to the analysis derived from a base case scenario. The fees HR Ratings receives from issuers generally range from US$1,000 to $1,000,000 (one million 
dollars, legal tender in the United States of America) (or the equivalent in another currency) per offering. In some cases, HR Ratings will rate all or some of a particular issuer’s offerings for an 
annual fee. Annual fees are estimated to vary between $5,000 and US$2,000,000 (five thousand to two million dollars, legal tender in the United States of America) (or the equivalent in another 
currency). 
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