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Consumer Confidence Weakens in October

Consumer confidence fell 5.7 points in October to 47.7, with both the present situation and expectations
components falling substantially. The drop reflects continuing fears about employment conditions.

Lingering Fears About Jobs Drag Down Consumer Confidence Confidence vs. Unemployment

The lack of hiring taking place across the economy coupled with the
still-high level of layoffs is continuing to weigh on consumer confidence.
The Consumer Confidence index fell 5.7 points to 47.7 in October. Both the
present situation and future expectations components fell convincingly
during the month, with the present situation series falling to its lowest level
of this cycle and lowest since 1983.

The drop in the Consumer Confidence index is a real wake-up call for those
who thought the economy was out of the woods. The cash for clunkers
program and first-time home-buyer tax credit appear to have
accounted for more of the bounce the economy saw this summer
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number of respondents stating that current business conditions are bad

rose 0.8 percentage points to 47.1, while the number that said conditions Jobs Plentiful vs. Hard to Get

were good fell 0.9 percentage points to 7.7 percent. 60% Percent of Consumers, Conference Board 60%
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Consumers’ assessment of labor market conditions is even more troubling. — Jobs Plentiful: Oct @ 3.4%

T 50%

The percentage of households reporting that jobs were plentiful fell 0.2 5% 7
percentage points to 3.4 points, while the percentage stating that jobs were
hard to get rose 2.6 points to 49.6. The weakness in the employment
components suggests that nonfarm payrolls will decline by at least 200,000
jobs in October and also point to an additional 0.1 percentage point
increase in the unemployment rate to 9.9 percent. The behavior of the
labor market series are very similar to what occurred following the last two
recoveries, both of which are widely referred to as “jobless recoveries.” 100 |

40% + + 40%

30% T

T 30%

20%

T 20%

T 10%

Diminished Expectations About Future Conditions

After bouncing back earlier this year, expectation for business conditions
six months ahead have fallen back a bit. Expectations fell 8.0 points in
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October, with fewer consumers expecting conditions to get better during Conference Board Consumer Confidence
. . e Present Situation and Expectations Index
the next six months and more expecting conditions to get worse.  The 2s0 250
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jobs to be created fell 1.7 points to 16.3 percent. Expectations for income | 1is
growth also diminished but less so than with the other components. 150 1 1e0

A Surprising Payback From Temporary Stimulus Programs

Buying plans weakened across most major categories, with plans to buy a
new car tumbling 0.8 points to 1.4 percent. The apparent payback from the
cash-for-clunkers program took buying plans for new cars back to their all-
time lows hit back in November. Plans to buy a new home also declined
sharply, suggesting the winding down of the first-time home-buyers tax
credit is going to have a meaningful impact on new home sales. &7 8o o1 o3 o5 o7 9 o1 03 o5 or oo

Source: Conference Board, U.S Department of Labor and Wells Fargo Securities, LLC.
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