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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 with 

respect to the U.S. economy and the future 

of the longest economic expansion on 

record. 
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Article Summary 

Mutikani explains, in her article “U.S. data 

point to moderate economic growth, 

tightening jobs market,” that despite cutting 

back on certain purchases, U.S. retailers saw 

an increase in sales “for a third straight 

month in December.” In addition to the Fed 

signaling no change in interest rates,  the 

increase in retail sales alongside a drop in 

unemployment benefit claims indicates 

continuous economic growth, sustaining the 

11th year of the longest economic expansion 

in U.S. history. The dollar is fairing well 

against other currencies, and interest rates 

have stayed low encouraging consumer 

spending. Additionally, the ongoing trade 

war between the U.S. and China may have 

influenced job losses by affecting business 

confidence, in turn leaving manufacturing in 

a recession. Consequently, Oren Klachkin, a 

lead economist, believes “manufacturing 

will grow at a subdued pace in 2020, 

constrained by slower external and domestic 

growth as well as ongoing uncertainty on the 

trade policy front despite the Phase-one 

trade deal,” referring to the trade deal 

President Trump and Chinese Vice Premier 

Liu He recently signed. For now, consumers 

continue to drive the economy, with an 

increase in spending for most consumer 

basket goods. 

What the Evidence Shows 

In 2019, the Consumer Confidence Index 

(CCI) peaked in May, however GDP growth 

saw a 1% drop from Q1 to Q3. In November 

2019, CCI interrupted its 4-month decline 

with a 0.16% increase in October. Part of the 

increase in CCI may be due to the holiday 

season where consumers traditionally tend 

to spend more. As shown in Chart 1 below, 

GDP growth has leveled out, meaning that, 

although consumer spending is a large part 

of GDP, it is not the only driving force.  
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Graph 1: GDP Growth and CCI 2019 

 

 

Additionally, another leading indicator of 

activity, with respect to continuing economic 

expansion, is the unemployment rate. As 

Chart 2 illustrates, CCI has generally 

increased at a gradual pace since the 2008 

recession with a noticeable decrease in 

2011. The 2011 decline underscores the 

assumption that, although this was during 

the recovery period, uncertainty about the 

economy remained. Ultimately, CCI quickly 

recovered and has been methodically 

increasing to the present observation 

period.   

  

Graph 2*: CCI 2008-2019 

 

*From ARCSys CECL application, Market Scenario Forecast 

 

Takeaways 

As the economy continues to grow, 

consumer confidence and spending are 

important indicators for the future of the 

economy. As we have stated in previous 

newsletters, CCI and unemployment are 

strongly connected to GDP growth, even 

though the variables do not have immediate 

effects on one another. These macro-level 

economic indicators are the “pulse” of 

available and historic economic activity.  

 

In particular, the nominal change in GDP 

echoes a “wait and see” approach that has 

been circulating in investment dialogues 

lately. On the consumer spending side, CCI 

echoes the spending behavior that 

contributes to the majority of GDP activity, 

roughly 70% of all economic activity. 

Therefore, barring any consistent shift in 

sentiment, we can expect more of the same 

behavior from GDP - that is marginal change 

throughout the quarter.   
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