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* Inthe 1970s, consumers were mostly concerned with inflation. During that
decade, a 1-percentage point (pp) increase in inflation was associated with a
2.6-point decline in consumer sentiment. Consumer sentiment didn’t react
significantly to changes in unemployment or economic growth. During the
1990s, unemployment mattered most, with a 1-pp increase accompanying a
6.9-point decline in consumer sentiment. Inflation mattered, but to a lesser . inlation accompanied a 2.-point J
extent: a 1-pp increase accompanied, on average, a 3.8-point decline in
consumer sentiment. Economic growth mattered, though least of all. So far
in the 2020s, changes in inflation, but not economic growth and 3
unemployment, have been associated with changes in sentiment (Figure 1). 2

* When asked what they believe are the chances of losing their jobs within 1 II . I
the next five years, 60% of respondents reported between 0% and 10% 0o B___ 77! BT N N N
(Figure 2). This indicates that the prospect of unemployment likely plays a 1970s 1980s 1990s 2000s 2010s 2020s
small role in today’s low consumer sentiment numbers. ® Consumer Inflation (negative effect) W Per-Capita Economic Growth (positive effect)

* But when asked how high they think prices will rise over the next 12 " Unemployment fate (negative effect)
months, 51% said over 4% and almost a quarter said at least 8% (Figure 3).

These results support the observation (Figure 1) that, among today’s
macroeconomic factors, inflation may be the only one affecting sentiment. 00% to 100%

80% to 90%
Chart of the Week 0% to 80%

Figure 1. Consumer Sentiment and Macroeconomic Measures

8 In the 2000s, a 1-pp increase in per-capita economic growth
accompanied a 4.9-pointincrease in consumer sentiment.

In the 2010s, a 1-pp increase in
unemployment accompanied a 5-point

6 In the 1970s, a 1-pp increase in decrease in consumer sentiment.
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Figure 2. Estimated Chance of Losing Job Within 5 Years

Just 8% of respondents believe there is
at least a 50% chance of them losing.
their job within the next 5 years.
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Since 1952, the University of Michigan has produced the Consumer 4% to 8%
Sentiment Index. Compiled from surveys of U.S. households, the index reflects

consumers’ perceptions of current economic conditions and their expectations

for the future. Unlike objective measures of income and employment, the 0% 10% 20% 30% 40% 50%
index reflects subjective attitudes. Consumer sentiment is important because Fraction of Respondents
it influences consumer spending, which comprises two-thirds of the U.S.

economy. Regardless of how well the economy is doing, if households fear for The Economic & Financial Research Team
their economic future, they will be more likely to cut back on spending, and
that could put downward pressure on economic growth.

Last week, the Consumer Sentiment Index fell to a record low of 47.6.
Numbers above 80 are typically considered good; numbers below 60 are
considered bad. The record high was 112 in January 2000.

Many factors drive people’s perceptions about their economic well-being.
Among these are per-capita economic growth, unemployment and inflation.
The Chart of the Week shows these three metrics against the backdrop of John Suter, VP Antony Davies, Director  Sam Kem, Sr. Analyst
consumer sentiment over time. Which of these matter most to consumers
changes over time (Figure 1).
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Key Indicators Forecasts
INTEREST RATES! 2026 2027 Real GDP Growth Trend
5% 4.3%
Current Q2 Q3 Q4 Q1 Q2 3.8% 95% of forecasts report
Fed Funds Target? (%) 3.75 375 375 375 375 375 4% row 30% within this range.
SOFR (%) 361 352 342 336 332 326 . 2gisd
2Y UST (%) 3.79 3.63 3.58 3.56 3.53 3.51 L .\ 18% 1.8% 2.0%
5Y UST (%) 3.93 3.83 3.80 3.79 3.79 3.80 2% : , » _.—.
10Y UST (%) 431 428 424 423 422 423 o /
30Y UST (%) 491 486 483 481 479 479 !
0%
ECONOMY 2026 2027
(1%)
Current Q2 Q3 Q@ Q1 Q@ Q1 02 a3 Q4 a1 Q@ Q3 a4 Ql Q2 a3 o4
PCE Inflation (YoY %) 2.8 3.9 2.3 2.4 2.4 2.2 024 5025 5026
CPI Inflation (YoY %) 3.3 4.7 2.2 2.5 2.5 2.2
Real GDP (QoQ %) 0.5 1.8 1.8 2.0 2.1 2.1 Headline vs. Core Inflation
Unemployment (%) 43 4.5 4.5 4.4 44 44 6%
Consumer Spending (QoQ %) 1.9 1.5 1.7 1.8 2.0 2.0 %
Industrial Production (YoY %) 1.4 1.2 1.1 1.9 1.8 1.8
4%
Equities & Currency 3% W — Z
Current Year ago YoY A 2%
DIJIA 47,685 40,213 18.6% 1%
Nasdaq 22,940 16,724 37.2%
S&P 500 6,812 5,363 27.0% 0% < < < < < n n n n n n © ©
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US Dollar Index $1,202.04 $1,230.06 (2.7%) & 5 2 g 2 & & F 2 § &8 & &
e CP| Core CPI
Commodities
Current Year ago YoY A 10-Year US Treasury vs. Fed Funds Trend
Crude Oil (Per Barrel) $101.80 $61.05 66.7% 6%
Natural Gas (Per MMBtu) $2.67 $3.33 (19.7%) 5%
Coal (Per Short Ton) $13.49 $9.55 42.1% 4% = -
Gold (Per Ounce) $4,752.00 $3,226.30 47.3% 3%
Corn (Per Bushel) $4.53 $4.93 (8.2%)
Soybean (Per Bushel) $11.86 $10.50 12.9% 2%
1%
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Current Year ago YoY A §§§§§§§§§§§§§§§§§§§§§
Natural Gas Storage (Billion Cubic Feet) 1,911 1,822 4.9% e 10Y UST e Fed Funds
U.S. Daily Power Consumption (MWh) 9,823,930 9,828,410 (0.1%)
World Container Index (Per 40ft) $2,309 $2,265 1.9%

1 Unless otherwise indicated, forecasts are from the Blue Chip Professional Forecasters.
2 Target rate forecast is based on futures market contracts.

Sources: © Oxford Economics, Blue Chip Financial Forecasts, Trading Economics, Moody’s Analytics, Statista, Oxford Economics, U.S. Bureau of Economic Analysis, U.S. Bureau of Labor Statistics, U.S.
Energy Information Administration, U.S. Treasury Department, Federal Reserve Bank of Atlanta, Federal Reserve Bank of New York, Federal Reserve Bank of St. Louis, International Monetary Fund, World
Bank, University of Michigan, The Conference Board.
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