
WASHINGTON: US retail sales fell for the first time in
seven months in September, suggesting that manufac-
turing-led weakness could be spreading to the broader
economy, keeping the door open for the Federal
Reserve to cut interest rates again later this month. 

Consumers tightened their purse strings unexpected-
ly last month, breaking a seven-month winning streak,
government data showed yesterday. Shoppers took
home fewer autos and spent less on gasoline, groceries
and building supplies while buying less online as well,
according to the Commerce Department.

The September slump meant momentum waned at
the end of the third quarter and could be a worrying
development for the world’s largest economy. The
American consumer is almost single-handedly sustain-
ing the US expansion as the economy in the rest of the
world slows and President Donald Trump’s trade wars
eat into US exports, business investment, manufacturing
and agriculture.

The September dip in sales looked bigger after
August’s numbers were revised upward, however.

The signs of a deceleration in consumer spending
reported by the Commerce Department on Wednesday
came on the heels of reports this month showing a mod-
eration in job growth and services sector activity in
September. The economy is being hamstrung by a 15-
month trade war between the United States and China,
which has soured business sentiment, leading to a

decline in capital expenditure and a recession in manu-
facturing.

“Weaker retail numbers provide further evidence
that weakness in the manufacturing sector is spilling
over into other areas of the economy,” said Jim Baird,
chief investment officer at Plante Moran Financial
Advisors in Kalamazoo, Michigan. Retail sales dropped
0.3 percent last month as households cut back spending
on motor vehicles, building materials, hobbies and
online purchases. That was the first drop since February.

Data for August was revised up to show retail sales
gaining 0.6 percent instead of 0.4 percent as previously
reported. Economists polled by Reuters had forecast
retail sales would climb 0.3 percent in September.
Compared to September last year, retail sales increased
4.1 percent.

Excluding automobiles, gasoline, building materials
and food services, retail sales were unchanged last
month after advancing by an unrevised 0.3 percent in
August. These so-called core retail sales correspond
most closely with the consumer spending component of
gross domestic product.

Last month’s drop and August’s unrevised gain in
core retail sales suggested a much more significant
slowdown in consumer spending in the third quarter
than economists had been anticipating after a surge in
the prior quarter.

Consumer spending, which accounts for more than

two-thirds of the economy, increased at a 4.6 percent
annualized rate in the second quarter, the most in 1-1/2
years. After the release of the data, economists cut their
third-quarter consumer spending growth estimates to
around a 2.5 percent rate from a 3.0 percent pace. Signs
the economy’s growth engine was sputtering could fur-
ther stoke financial market fears of a sharper slowdown
in economic growth. Some economists speculated the
cooling in hiring was probably making Americans more
cautious about spending.

“The slowdown in job growth is perhaps starting to
influence spending habits, but we’ll need more data to
confirm that thought,” said Jennifer Lee, a senior econo-
mist at BMO Capital Markets in Toronto. Major US
stock indexes were trading lower while prices of US
Treasuries were mostly higher. The dollar was slightly
weaker against a basket of currencies.

Broad weakness 
Though President Donald Trump announced a truce

in the trade war with China last Friday, which delayed
additional tariffs that were due this month, economists
say the longest economic expansion on record remained
in danger without all import duties being rolled back.

The International Monetary Fund warned on
Tuesday that the US-China trade war would cut 2019
global growth to its slowest pace since the 2008-2009
financial crisis, and expressed caution over Trump’s so-

called Phase 1 trade deal, saying more details were
needed. Growth is also being restricted by the fading
stimulus from last year’s $1.5 trillion tax cut package.

With consumer spending slowing, a full trade deal still
elusive and the likelihood of a disorderly exit from the
European Union by Britain, many economists expect the
Fed to cut interest rates at its Oct. 29-30 policy meeting
to keep the expansion, now in its 11th year, on track. The
US central bank cut rates in September after reducing
borrowing costs in July for the first time since 2008.

“The weakness noted in the retail sales report will be
seen by policymakers at the Federal Reserve as a cau-
tionary note and will be yet another reason for the Fed
to ease monetary policy again at its October meeting,”
said David Berson, chief economist at Nationwide in
Columbus, Ohio.

Sales at electronics and appliance stores were
unchanged, getting no boost from the launch of
Apple’s new iPhone model. Sales at building material
stores fell 1.0 percent. Online and mail-order retail
sales dropped 0.3 percent, the most since December
2018. That followed a 1.2 percent increase in August.
Spending at hobby, musical instrument and book
stores dipped 0.1 percent.

But receipts at clothing stores rebounded 1.3 percent
last month after falling 0.7 percent in August. Sales at
furniture stores increased 0.6 percent. Sales at restau-
rants and bars gained 0.2 percent. — Agencies 
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NEW YORK CITY: In this file photo, customers shop at Apple’s flagship 5th Avenue store in New York City. American consumers tightened their purse strings unexpectedly last month, breaking a seven-month winning streak,
government data showed yesterday. — AFP

Weak US retail sales ignite fresh fears over economy 

Sales fall as US consumers hit the brakes 
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MUMBAI: Google will not launch
its newest Pixel 4 smartphone in
India, the company has said, dis-
appointing consumers with a
decision reportedly based on its
refusal to disable a feature that
uses a radar frequency barred in
the South Asian nation. Hours
after the Alphabet-owned internet
giant unveiled its latest handsets
featuring motion-sensing capabil-
ities and a ramped-up camera, the
firm told an Indian Twitter user
the phone would not be sold in
the country.

“We decided not to make Pixel
4 available in India,” Google
tweeted late Tuesday from an offi-
cial company account, without
giving a reason for the decision.

“We remain committed to our
current Pixel 3a phones and look
forward to bringing future Pixel
and other hardware products to
India.” The move sparked specu-
lation that the new phone’s
motion-sensing radar technology
called “Soli”-which operates on a
frequency not allowed for civilian
use in India-was responsible for
the decision.

Google has touted “Motion
Sense” as a key feature of the
Pixel 4, which will allow users to
skip songs, turn off alarms, and
silence phone calls simply by wav-
ing their hands.

Google’s Brian Rakowski said in
a statement that the feature is
enabled in all the markets where

the Pixel 4 will be sold, “except in
Japan where it’s coming soon”. The
statement did not say why the
function will not be enabled at
launch in Japan. Japan’s Kyodo
news agency reported that Motion

Sense will not be available in the
country “until next spring”.

No such indication was given
for the Indian market, fuelling frus-
tration among Pixel fans in the
country. — AFP 

UAE to launch
new low-cost
airline
SHARJAH: Abu Dhabi’s giant Etihad
Airways and Sharjah’s low-cost carrier
Air Arabia announced yesterday an
agreement to launch a new low-cost
airline based in the United Arab
Emirates capital.  Etihad Airways post-
ed a loss in 2018 for the third year
running, it said earlier this year, blam-
ing investment losses and challenging
market conditions. 

The new Air Arabia Abu Dhabi will
be launched in “due course”,  Tony
Douglas, CEO of Etihad Aviation
Group, said in a statement issued by
the two Emirati carriers. “This exciting
partnership supports our transforma-
tion program and will offer our guests
a new option for low-cost travel to and
from Abu Dhabi, supplementing our
own services,” he added. 

Etihad, which has been undergoing
restructuring since late 2017, said it
had narrowed its losses in 2018 to
$1.28 billion, from $1.52 billion the
previous year. Along with its 2016
losses, that adds up to total losses of
$4.67 billion over three years,
prompting the company to scrap
dozens of orders on aircraft.

Established in 2003 by the oil-rich
Gulf emirate’s government, the airline
has faced stiff competition from
regional rivals Dubai aviation giant
Emirates and Doha-based Qatar
Airways.

Etihad invested heavily in carriers
around the world including Alitalia,
airberlin, Air Seychelles, Virgin
Australia and India’s Jet Airways, some
of which have faced financial difficul-
ties, causing Etihad heavy losses. In
late 2017, the company appointed
Douglas, a former British defense offi-
cial, as its chief executive officer and
launched a five-year restructuring
process. Airlines in the Gulf have faced
a double hit from oil price fluctuations
and regional political tensions. —AFP
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NEW YORK: Sabrina Ellis, Google vice president of product management speaks
about the new Google Pixel 4 phone during a Google product launch event
called Made by Google 19 in New York City on Tuesday. — AFP


