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On March 14th, the U.S. Census Bureau released its Advance Monthly Sales for Retail and Food Services
report for February. February was the second month in a row of disappointing retail sales. In addition,
January results were revised down from an already lower than expected number. The table below details
the sales by category and time period. February increased by 1.5% y/y and was up 0.6% m/m. The
expectation was for February to be up by 0.8% versus last month. Total retail sales growth of +0.3% m/m,
after removing motor vehicle and gasoline station sales, came in-line with the consensus. We continue to
see a pattern of slowing in many of the more discretionary categories including furniture, electronics &
appliances, building materials, and sporting goods. Online and restaurant spending continue to generate
mid-single-digit growth on a y/y basis. This is especially significant as these two categories account for
almost 30% of total retail sales.
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(Figures are in billions) Expected
2/29/24 1/31/24 12/31/23 2/28/23 M/M
Retail & food services, 700.7 696.7 7041 690.4 0.8%
Total (excl. motor vehicle & parts) 566.8 564.9 5695 558.2
Retail 607.4 603.8 6103 602.6
Motor vehicle & parts dealers 133.9 131.8 1346 1321
Auto & other motor veh. dealers . 122.6 1205 1232 121.2
Furniture & home fum. Stores 10.6 10.7 10.7 11.8
Electronics & appliance stores 7.8 7.7 7.5 7.6
Building material & garden 40.4 395 413 430
Food & beverage stores 826 82.5 828 82.2
Grocery stores 74.1 74.1 142 /3.9
Health & personal care stores 36.0 36.1 36.6 35.4
Gasoline stations 53.0 52.6 533 55.5
Clothing & clothing accessories 26.3 26.4 26.6 25.9
Sporting goods, hobby, book & 85 85 85 8.7
General merchandise stores 73.8 735 735 73.2
Department stores (ex. L.D.) 111 11.1 11.0 11.6
Miscellaneous store retailers 15.8 15.7 15.7 15.3
Nonstore retailers 118.8 118.8 119.2 111.7
Food services & drinking places 933 92.9 933 87.8

Retail & food services, 700.7 696.7 7041 690.4
(-) Motor vehicle & parts dealers 133.9 131.8 1346 132.1
566.8 564.9 5695 558.2

(-) Gasoline stations 53.0 52.6 533 55.5
513.7 5123 5162 502.7

We think the slowing over the last few months is due to a combination of three things. First, we expect
that the consumer can’t keep up with the growth of spending we saw in 2021 and 2022. The average
monthly growth of those two years was 14.4%. During those years excess savings and consumer
confidence was high. While our positive view of the consumer remains intact we expect the unique
tailwinds that led to robust post-covid spending will erode. In other words, we are returning to a

more “normal” spending pattern. The graph below illustrates this point. Second, inflation has come
down and the Advanced Retail Sales results do not account for the change in the price of goods. CPI
escalated throughout 2021 and 2022 to a peak of 9.1% on 6/30/22. We have been just above 3% for
the last few months. Finally, we have been through a string of solid holiday spending seasons which are
typically more emotionally driven spending months. Perhaps, consumers pulled forward some of their
spending budget from the beginning of 2024. The 2023 holiday season which came in at +3.9% versus
last year. Holiday sales in 2022 were +5.6% which trailed two consecutive years of above 11% growth.
The ten years before covid averaged +3.8% per year.
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All data presented in this paper was sourced from the United States Census Bureau.
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Michael Ashley is a Principal, Senior Analyst and Co-Head of Strategy at AAM with 26 years
of investment experience. He manages the analysis and recommendations of investment grade
Consumer, Capital Goods and Transportation credits. Prior to joining AAM, Mike worked at
Northern Trust Global Investments, analyzing investment grade Industrials. Mike earned a BA
from the University of lowa in Management Information Systems and an MBA in Finance from
DePaul University.

Disclaimer: Asset Allocation & Management Company, LLC (AAM) is an investment adviser registered with the Securities and Exchange
Commission, specializing in fixed-income asset management services for insurance companies. Registration does not imply a certain level of
skill or training. This information was developed using publicly available information, internally developed data and outside sources believed
to be reliable. While all reasonable care has been taken to ensure that the facts stated and the opinions given are accurate, complete

and reasonable, liability is expressly disclaimed by AAM and any affiliates (collectively known as "AAM”), and their representative officers
and employees. Any views or opinions expressed are subject to change without notice, should not be construed as investment advice and
should be considered only as part of a diversified portfolio. Any opinions and/or recommendations expressed are subject to change without
notice and should be considered only as part of a diversified portfolio. Any opinions and statements contained herein of financial market
trends based on market conditions constitute our judgment. This material may contain projections or other forward-looking statements
regarding future events, targets or expectations, and is only current as of the date indicated. There is no assurance that such events or
targets will be achieved, and may be significantly different than that discussed here. The information presented, including any statements
concerning financial market trends, is based on current market conditions, which will fluctuate and may be superseded by subsequent
market events or for other reasons. Although the assumptions underlying the forward-looking statements that may be contained herein are
believed to be reasonable they can be affected by inaccurate assumptions or by known or unknown risks and uncertainties. AAM assumes
no duty to provide updates to any analysis contained herein. A complete list of investment recommendations made during the past year is
available upon request. Past performance is not an indication of future returns. This information is distributed to recipients including AAM,
any of which may have acted on the basis of the information, or may have an ownership interest in securities to which the information
relates. It may also be distributed to clients of AAM, as well as to other recipients with whom no such client relationship exists. Providing
this information does not, in and of itself, constitute a recommendation by AAM, nor does it imply that the purchase or sale of any security
is suitable for the recipient. Investing in the bond market is subject to certain risks including market, interest-rate, issuer, credit, inflation,
liquidity, valuation, volatility, prepayment and extension. No part of this material may be reproduced in any form, or referred to in any other
publication, without express written permission. Opinions and statements of financial market trends that are based on market conditions
constitute our judgment and are subject to change without notice. Historic market trends are not reliable indicators of actual future market
behavior. This material may contain projections or other forward-looking statements regarding future events, targets or expectations, and
is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different
than that shown here. Diversification does not assure a profit or protect against loss.



