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00000 O O Evidence that the embattled US consumer is
starting to pull back on spending mounted yesterday after new data
revealed that retail sales fell lastmonth.J O O O OO0 OO0 OO
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O000000000Os0000000000 The news
sent stocks and the dollar tumbling, while bond prices approached
four-year highs and investors briefly increased their bets that the
Federal Reserve could cut interest rates by as much as 75 basis points
at its policy meeting this month although Fed watchers think 50bp is
more likelyd OJ OO 0 5000 OO (Samp.P 500 was down 2.1 per cent at
1,386.78, and set for its lowest close since March. European stocks
suffered their worst one-day falls since last August, while Asia also
came under pressure. The pan-European FTSE Eurofirst 300 index
fell 2.6 per cent to its lowest level since October 2006. In London, the
FTSE 100 index fell 190.1 points, or 3.1 per cent, to 6,025.6 its lowest
since August. The index has fallen nearly 7 per cent since the start of
thisyearJ O D OO UOO0O0U0O0O00OO0DOO0O01R2000003
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0O00004%0 00000000 0 0O Seasonally adjusted retail
sales fell by 0.4 per cent in December, according to the commerce



department. Excluding volatile purchases of automobiles and parts,
sales were also down by 0.4 per cent, more than the market had
expected. J D100 D110 0000000 O0OOOOODOO
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0 0500 0 0 0O O October and November sales were also both
revised down, though the November figure remained very strong.
Retail sales for all of 2007 grew at the slowest pace for five years. [1 [
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00000000 0O5%0 The sales data comes hard on the heels
of the December jobs report, which showed unemployment jumped
to 5 percent.[J 0 U 0O O (Morgan Stanley) D O O O O O 0O O O
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" Richard Berner, chief US economist at Morgan Stanley, said:

“ The consumer is retreating. It is too soon to say cracking, but the
consumer is clearly turning cautious at the very least.” 100Test [
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