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Consumer Confidence Rebounds in September

A huge 12.6 point jump in expectations about future economic conditions sent consumer confidence up
9.0 points in September. The rise in expectations mirrors the recent improvement in the stock market.

Consumers’ Fears Subside in September

The Consumer Confidence Index rose a larger-than-expected 9.0 points in
September, as fears about soaring gasoline prices and the approaching
fiscal cliff appear to have subsided somewhat. Consumers’ view on both the
present economic situation and expectations for future economic
conditions improved during the month, with most of the improvement
coming in expectations. The expectations series jumped 12.6 points to
83.7in September, marking its highest reading since February. The
expectations series tends correspond to swings in the stock market, and the
increase in share prices through much of the month is likely behind most of
the improvement. Consumers remain more guarded about current
economic conditions, particularly as they relate to the job market. The
present situation index rose just 3.7 points in September and remains
exceptionally low at 50.2.

With the approaching presidential election, the 9.0 point jump in consumer
confidence is likely to become a hot topic. The overall index is now back to
70.3, marking the highest reading since February. September’s gain
followed a surprisingly large drop in August, however, and it is probably
best to take the 3-month average of the series, which has averaged 63 over
the past 12 months. Consumers also remain extremely cautious about
overall business conditions and employment. Only 15.5 percent of
households rate current business conditions as good, while 33.3 percent
rate conditions as bad. The remaining 51.2 percent rate conditions as
normal. Jobs are still seen as fairly hard to get, with 39.9 percent of
households stating jobs are hard to get and another 51.8 percent stating
that jobs are not so plentiful. The number stating that jobs were plentiful
rose 1.1 percentage points to 8.3 percent in September, which is close to its
average for the year.

The 12.6 percent rise in the expectations series is evident in all three of its
subcomponents. Slightly more consumers see business conditions getting
better in the next six months, while slightly fewer see them as getting
worse. Consumers are also slightly more upbeat about future employment
conditions, and fewer see their income falling over the next six months.

The persistent weakness in how consumers view the present economic
situation essentially lowers the bar for future expectations. With so many
consumers seeing the present situation as unusually dreary, it only makes
sense that many would also see conditions getting better from here.
Unfortunately, the reverse needs to happen before the economic recovery
achieves the escape velocity needed to break free of its recent low altitude
orbit of around 2.0 percent real GDP growth. In other words, consumers
need to feel even better about current conditions than they do about the
future in order for economic growth to really take off.

Conference Board Consumer Confidence
Present Situation and Expectations Index
250

Present Situation Yr/Yr % Chg: Sep @ 50.8%
—Present Situation: Sep @ 50.2

Expectations: Sep @ 83.7

Expectations Yr/Yr % Chg: Sep @ 51.9%

225 +

200 +

175 |
150 |
125 |
100 o I\

w
75 1 \/

50

25

0

250

T 225
—+ 200
+ 175
+ 150
+ 125
—+ 100

r 75

i

50

25

78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12
Consumer Confidence Index

Conference Board
160

40 +

Confidence Yr/Yr % Chg: Sep @ 51.6%
Confidence: Sep @ 70.3
—12-Month Moving Average: Sep @ 63.0
N N N " n n n N

20

t t t t t t t t t
87 89 91 93 95 97 99 01 03 05 07 09 11

Confidence Gap
Present Situation Minus Expectations
100

"y /J\ﬂw\ ::
W

25 L

50 4

-75 +

~—Confidence Gap: Sep @ -33.5
-100 ' ; ' ' "

t t t t t t t t t t t t
87 89 91 93 95 97 99 01 03 05 07 09 11

160

+ 40

20

100

75

50

- -25

1 -50

+-75

-100

Source: The Conference Board and Wells Fargo Securities, LLC


mailto:mark.vitner@wellsfargo.com
mailto:michael.a.brown@wellsfargo.com

Wells Fargo Securities, LLC Economics Group

Mark Vitner
Jay Bryson, Ph.D.

Sam Bullard
Anika Khan
Azhar Igbal

Tim Quinlan
Michael A. Brown
Sarah Watt
Kaylyn Swankoski
Zachary Griffiths
Sara Silverman

Peg Gavin

Diane Schumaker-Krieg

John E. Silvia, Ph.D.

Eugenio Aleman, Ph.D.

Global Head of Research (704) 715-8437

& Economics

Chief Economist
Senior Economist
Global Economist
Senior Economist
Senior Economist
Senior Economist
Econometrician
Economist
Economist
Economic Analyst
Economic Analyst
Economic Analyst
Economic Analyst

Executive Assistant

(212) 214-5070

(704) 374-7034
(704) 383-5635
(704) 383-3518
(704) 715-0314
(704) 383-7372
(704) 715-0575
(704) 383-6805
(704) 374-4407
(704) 715-0569
(704) 374-7142
(704) 715-0526
(704) 574-2603
(704) 715-7395
(704) 383-9613

diane.schumaker@wellsfargo.com

john.silvia@wellsfargo.com
mark.vitner@wellsfargo.com
jay.bryson@wellsfargo.com
eugenio.j.aleman@wellsfargo.com
sam.bullard @wellsfargo.com
anika.khan@wellsfargo.com
azhar.igbal@wellsfargo.com
tim.quinlan @wellsfargo.com
michael.a.brown@wellsfargo.com
sarah.watt@wellsfargo.com
kaylyn.swankoski@wellsfargo.com
zachary.griffiths@wellsfargo.com
sara.silverman@wellsfargo.com

peg.gavin@wellsfargo.com

Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S broker-dealer registered
with the U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor
Protection Corp. Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not
limited to, Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Advisors, LLC, Wells Fargo Securities International Limited,
Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited. The information and opinions herein are for
general information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo
Securities, LLC assume any liability for any loss that may result from the reliance by any person upon any such information or
opinions. Such information and opinions are subject to change without notice, are for general information only and are not intended
as an offer or solicitation with respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo
Securities, LLC is a separate legal entity and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo &
Company © 2012 Wells Fargo Securities, LLC.

Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited (“WFSIL”). WFSIL is a U.K.
incorporated investment firm authorized and regulated by the Financial Services Authority. The content of this report has been
approved by WFSIL a regulated person under the Act. WFSIL does not deal with retail clients as defined in the Markets in Financial
Instruments Directive 2007. The FSA rules made under the Financial Services and Markets Act 2000 for the protection of retail
clients will therefore not apply, not will the Financial Services Compensation Scheme be available. This report is not intended for,
and should not be relied upon by, retail clients. This document and any other materials accompanying this document (collectively,
the “Materials”) are provided for general informational purposes only.

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE

WELLS
FARGO



