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In the News 
Here’s what they say; here’s what we see: Alexandria 
Payne and Caroline Hild interpret market indicator 
impact.  

 

This article provides an insight into how market 

analytics and statistical interpretation is used to 

support or persuade. We take a news item and 

contribute an evidence-based perspective regarding 

the claim. This week, we look at the importance of the 

consumer confidence index (CCI) and its effect on GDP. 
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Article Summary 

In the article, Amadeo describes consumer spending 

patterns and how those patterns have affected US 

economic growth throughout the past economic cycle. 

Consumer spending, reported at an annualized rate, is 

one of the largest components of GDP, making up 68% 

of the economy and stabilizes nominal GDP growth 

somewhere between 2% to 3%. In particular, 66% of 

consumer spending is on services (entertainment, 

health care, etc), 25% is on non-durable goods 

(groceries, cleaning products, fuel, etc), with the 

remaining constituting durable goods (automobiles, 

furniture, etc).  The most recent available data 

suggests average spending increased from $57,311 in 

2016 to $60,060 (in 2017).  

 

The article suggests that income inequality has led to 

lower (and slower) current consumer spending than 

the pre-recession era. Education (student loans) and 

auto make up the largest sectors for consumer 

spending. The rapid rise of student loan debt has an 

overall burden on spending because the loan debt is 

often long-term in duration and prioritized due to 

the penalties incurred upon default (wage 

garnishment, etc.); and, with incomes being 

relatively flat, this burden takes away from resources 

available for general goods and services spending.  

 

Because of these circumstances, households have 

lowered their overall spending while attempting to 

save more. Additionally, consumers are value-driven 

in their purchasing behaviors, with most consumers 

being motivated via discount and other purchasing 

incentives. Households have limited surplus income 

to spend; with increasing base-level obligations 

(auto) or costs incurred to enter the workforce 

(education), consumers have less resources to 

dedicate to services and goods without incurring 

additional debt.  

 

What the Evidence Shows 

When analyzing the consumer spending impact 

within the general economy, spending on services 

and goods constitutes a majority of cumulative GDP 

volume. However, when examining CCI within the 

context of GDP performance, the relationship quickly 

becomes more complex, as many factors influence 

the leading indicator such as pricing, employment, 

and policy (taxation).  In particular, when analyzing 
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data from January 2000 to July 2019, CCI and GDP 

growth (Graph 1) demonstrate a correlation of a mere 

0.4, which indicates a weak linear relationship 

between the two factors for a cycle of nearly 20 years. 

This correlation is especially weak when considering 

other economic factors (producer price index, 

consumer price index, and unemployment rate). 

 

Graph 1: GDP Growth & CCI from 2000 to 2019 

 
 

The performance of CCI compared to GDP appears 

smoother, suggesting a consumer trend that is more 

resilient to other economic impacts - an assertion that 

is in line with the prevailing line of thought that the 

economy is bolstered in large by consistent consumer 

outlays. GDP is also malleable due to direct Federal 

policy interventions such as taxation and increasing the 

supply of M2 (money supply) as illustrated during the 

recovery. Specifically, the post-recession CCI first 

surpassed the last pre-recession peak value as of 

October 2017. And, between October 2017 and June 

2019, there have been 13 months of significantly 

higher performance, making the last three years one of 

the longest historically high periods for confidence 

spending (Graph 2). 

 

Graph 2: CCI 2002-2007 and 2014-2019 Comparison

 

Takeaways 

When examining pre and post-recession 

environments and CCI behaviors, there is a very weak 

correlation between GDP growth and consumer 

sentiment. Counter to the article’s suggestion that 

consumer spending has not returned to pre-

recession levels, the data actually illustrates a strong 

spending sentiment that is, in fact, trending higher 

than pre-recession behavior. However, spending 

outlays affect a large portion of  

GDP, specifically obligatory outlays consisting of auto 

and educational debt. So, consumers are highly 

motivated to spend (rather than save), but they are 

also heavily burdened by baseline debt that makes 

elective spending more difficult in the current 

economy. Monitoring of debt and credit worthiness 

will be critical going into the next cycle.  
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