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Service Sector Revenue Growth Continues, Led by Retail Sales  
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Regional Surveys of Business Activity 

Overview 

Service sector activity continued to improve overall 
in January, according to the latest survey by the 
Federal Reserve Bank of Richmond.   Retail sales 
accelerated, despite a sharp fall in big-ticket sales 
and declining shopper traffic.   Retailers’ 
inventories grew more quickly this month.  
Revenues at non-retail services providers also 
advanced, although somewhat more slowly than a 
month ago.  Retail merchants were generally more 
cautious in their outlook for sales over the next six 
months, while services providers expected 
increased demand for their services. 

In service sector labor markets, hiring slowed 
slightly at non-retail firms and retailers cut workers.  
Average wage growth slowed at services 
businesses.  At retail establishments, average 
wages declined.  

Price change in the overall service sector slowed 
slightly, compared to a month ago.  Survey 
participants expected slightly faster price growth in 
the next six months, compared to their 
expectations in December.  

Overall Service Sector Conditions 

Service sector revenues maintained momentum in 
January.  The revenues index settled at 18, 
following December’s reading of 22.  Hiring picked 
up for the sector, compared to a month ago, as 
services firms continued to add employees and job 
losses slowed at retail businesses.  The index 
added three points, ending the survey period at 8.  
Average wages grew more slowly, with that index 
settling at 5; in December the index reading was 
15.  Looking ahead, non-retail firms anticipated 
greater demand for their services, while retailers’ 
outlook dimmed.  The expectations index for the 
sector shed two points, finishing at 17. 

Retail 

The new year began with a jump in retail sales; the 
index surged nineteen points to 23 in January.  In 
contrast, big-ticket sales fell abruptly, leaving the 
index forty-seven points below December’s 
reading at -52.  Shopper traffic also waned this 
month, pulling the index to -9 from -2.  Retail 
inventories built up more rapidly, with that index 
rising to 24 from last month’s index of 12. 
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Retail merchants reined in their outlook for sales 
this month, pulling the expectations index to -9, 
compared to a reading of 28 in December. 

On the jobs front, retailers slowed the reduction in 
their payrolls, mitigating by nine points last 
month’s index for the number of employees.  The 
index settled at -7 in January. 

Services-Providing Firms 

Revenues grew moderately at services firms in 
January, with the index losing seven points from 
December’s reading, to end at 17.  Services 
providers remained in hiring mode; that index 
ticked down to 10 from 13.  Average wages at 
non-retail services firms also slowed, with the 
index finishing the survey period at a reading of 
9—half its previous value.  

Survey participants at services remained upbeat 
about business prospects over the next six 
months.  The expectations index tacked on two 
points in January, reaching 18. 

Prices 

Prices in the overall service sector slowed 
somewhat compared to a month ago.  The overall 
annualized price change eased to a 1.20 percent 
pace, following December’s 1.44 percent rate.   
Retail price growth moderated to a 1.62 percent 
pace, while price growth at services providing firms 
cooled to a 1.09 percent rate.  A month earlier, 

prices rose at a 1.91 percent pace at retail 
establishments and 1.23 percent at services firms.  

For the six months ahead, survey respondents 
anticipated prices in the broad service sector 
would grow at an annualized 1.66 percent clip, 
whereas they looked for 1.53 percent growth last 
month.  Separately, retailers looked for slightly 
faster increases, at a rate of 1.67 in the months 
ahead, and non-retail services providers expected 
a 1.69 percent pace.  In December, those 
subsectors anticipated rates of price change would 
be 1.45 percent and 1.60 percent, respectively.  

Contact 

Aileen Watson 

Senior Economic Analyst 
Research Dept. /Regional Economics 
Federal Reserve Bank of Richmond 
Richmond Office 

Ph: 804.697.7995 ·  Fax: 804.697.8123 
aileen.watson@rich.frb.org 
www.richmondfed.org  
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Jan -1 2 D e c- 1 1 N o v-1 1

Reve nues 18 22 6 1 5

N um ber of Em ploye es 8 5 -2 4

Averag e W age 5 15 5 8

Exp ecte d De m and2 17 19 1 1 1 5

Sale s Re venu es 23 4 2 3 1 7

N um ber of Em ploye es -7 -1 6 -1 3 -1 2

Averag e W age -20 2 4 -4

Inve ntories 24 12 2 6 2 1

Big-ticke t Sale s -52 -5 1 -1 9

Shop pe r T raff ic -9 -2 2 3 4

Exp ecte d Prod uct De m and2 -9 28 2 7 1 5

Reve nues 17 24 1 1 4

N um ber of em ploye es 10 13 -1 7

Averag e w age 9 18 5 1 0

Exp ecte d dem and  for services2 18 16 5 1 3

Se rvice  Sect or 1 .2 0 1.4 4 1.24

Reta il 1 .6 2 1.9 1 2.05

Se rvice s Firm s 1 .0 9 1.2 3 1.09

Jan -1 2 D e c- 1 1 Oct -1 1

Se rvice  Sect or 1 .6 6 1.5 3 1.51

Reta il 1 .6 7 1.4 5 2.17

Se rvice s Firm s 1 .6 9 1.6 0 1.34

1

2

3

4

Bus iness  A ct iv ity  Index es1 ,4

3 -M on th  
Av er ag e

Price changes are expres sed as perc ent change, annualized.

Expec tations refer to the time period s ix m onths out from the survey period.

Each index equals the percentage of responding firms report ing increase minus the percentage 
report ing decrease.  All data are seasonally adjusted.  Results are based on responses from 
105 of  347 firms surveyed

Tec hn ic al N o tes :

E xp ec ta tio ns

C urr en t  C on di tio ns
S er vic e Se ct or  In dic at ors

Re ta il I nd ica to rs

S er vic es  F irm s  In dic at ors

C u rre n t P r ice  T re nd s3

E xpe c te d Price  T re n ds 2,3

All firms surveyed are located within the F if th Federal Reserve D istrict,  which includes the D istrict of 
Columbia, Maryland, North Carolina, South Carolina, Virginia, and m ost of W es t Virginia.

 


