May 3, 2004

FOR IMMEDIATE RELEASE


The Webster Consumer Confidence Index survey, conducted every three months, is sponsored by Webster Bank and managed by the Center for Economic Analysis (CCEA) at the University of Connecticut.  For more information on survey results, contact James R. Moor, Jr., PhD., a senior research associate of CCEA and one of the editors of its quarterly publication, The Connecticut Economy. Jim Moor can be reached at 910-285-6562.

To access charts and tables showing recent values and long-run trends in the Webster Consumer Confidence Index, comparisons to comparable regional and national indexes, and the underlying data, please visit the Webster Survey link at CCEA’s website: http://ccea.uconn.edu/webster-uconn.htm
State’s Confidence Slips; Consumers See Riskier Future 

Connecticut’s confidence slipped in April, according to the Webster Consumer Confidence Index, pushed down by heightened skepticism about the future.  The Webster Index now stands at 94.0, down 7% from January’s reading of 100.5, the high-water mark for the economic recovery to date.  Nonetheless, Connecticut’s overall confidence remains a notch above The Conference Board’s parallel nationwide index, which was down 5% over the same three months to 92.9.  The Board’s index for all of New England tumbled 17% to 81.4, thus Nutmeggers are, as earlier in the recovery process, considerably more upbeat about economic conditions than their near neighbors.

The good news is that Connecticut’s confidence remains near expansion highs, buoyed for the first time by significantly improved assessments of current job availability.  And all three confidence indexes have stayed comfortably above their recession levels of a year ago, even though they’re still well below the all-time peaks achieved near the end of the 1990’s boom.  The bad news, however, is that confidence about future economic conditions fell by more than 10% here and around the nation, indicating that concerns about what’s going to happen grew meaningfully since January.  
Over the prior four quarters, the Webster Index has not only told us that the economy was improving, but that things were going to get even better six months out.  In a notable reversal, both this quarter’s Webster Index and its national counterpart are signaling a definitive break in that pattern. “What this tells me,” said Jim Moor, economist and an editor of the University of Connecticut’s quarterly publication The Connecticut Economy, “is that today’s issues and events -- which include risk factors such as Iraq, energy prices, and interest rates -- have begun to weigh on Nutmegger’s confidence, and around the nation as well.”  The ebb in confidence shows up most clearly in the question about future business conditions.  In a relatively big swing, the proportion of state residents rating them “worse” rose by 5 percentage points from January’s survey, while those saying “better” fell by 6 points.

On the job front, state residents at last see current job availability as improving, which is consistent with other recent hiring and unemployment statistics.  Compared to January’s reading, the share of respondents saying jobs are “plentiful” at present rose by 5 percentage points, while “hard to get” fell by the same amount.  Nutmegger’s assessment of future job availability lost a bit of ground, however.  

But it was April’s negative take on business conditions six months down the road that contributed most

to the overall confidence decline.  “Bottom line,” Moor said, “this quarter’s Webster Index spans the six months remaining until November’s general election.  If the degree of uncertainty about issues such as jobs, Iraq, energy, and Fed policy persists, as Webster Survey respondents now seem to think, it’s hard to imagine anything but a nip-and-tuck election for incumbents.”

The Webster Index confirmed once again that a near majority of Connecticut residents think that the next twelve months will be a positive for the stock market, while less than one-in-eight think equities will decline.  That margin remains significantly wider than the nationwide response to the identical question, which has been more or less the case since economic expansion began three years ago.  It is true, though, that the proportion of upbeat responses slipped from 51% to 46% since January.  Three-fourths of state residents also believe interest rates will be higher a year from now, up from 62% last quarter.  That’s remarkably higher than nationally and reinforces the notion that respondents here now see increased financial risk ahead.  Given that Connecticut has about twice the U.S. share of workers in financial services and is one of the wealthiest, most educated states in the nation, Nutmegger’s should be relatively savvy about future financial conditions.  

This time around, survey responses show less than the usual degree of statistically significant variation among the state’s various demographic groups.  College graduates, though, are much more upbeat about future jobs, income levels and equity prices than those with fewer years of educational attainment.  On the other hand, almost 90% of college grads think interest rates are going to rise, while less than 1% say “lower”.  One of the more interesting statistical differences appears in the survey question about what will happen to family income over the next six months.  Only 14% of lower income households (under $40,000) say “higher” compared to 42% with incomes above $75,000.  The share of the group in the middle saying their incomes would go up soon was very near the statewide average of 28%.  Apparently, “the rich get richer” is more than just a saying for Connecticut, at least in April.   Lastly, 72% of respondents over 65 years of age say their income will stay the same over the next six months … “fixed income” indeed.

Consumer confidence indexes are closely watched as indicators of the future path of consumer spending, which makes up two-thirds of the nation’s economic activity.  The level of confidence is based on what consumers hear, read, and observe about business and job conditions.  The Webster Index, then, captures the collective impact of a broad spectrum of economic data on the perceptions and expectations of Connecticut’s residents.

The Center for Survey Research and Analysis at the University of Connecticut conducted the Webster Consumer Confidence Index survey by telephone interviews with a random sample of 501 Connecticut residents, from April 21 through April 27.  The Webster Survey’s margin for error is plus or minus 4 percentage points.  The attached table details current and past response patterns to the five survey questions used to calculate the Webster Index, as well as comparable data from the Conference Board’s national survey.  The two surveys and the method of calculating the index numbers are identical.
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	Appraisal of Present Situation
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Business Conditions
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	Good
	21
	22
	17
	17
	16
	15
	16
	20
	20

	Bad
	22
	23
	28
	30
	24
	27
	28
	22
	19

	Normal
	57
	55
	55
	53
	60
	59
	57
	58
	61

	Connecticut
	
	
	
	
	
	
	
	
	

	Good
	30
	33
	23
	27
	19
	21
	27
	29
	32

	Bad
	25
	16
	26
	29
	32
	30
	26
	24
	20

	Normal
	42
	47
	47
	42
	47
	45
	44
	44
	40

	
	
	
	
	
	
	
	
	
	

	Employment
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	Jobs plentiful
	16
	15
	12
	11
	13
	15
	15
	19
	21

	Jobs not so plentiful
	57
	55
	55
	57
	58
	57
	58
	57
	56

	Jobs hard to get
	28
	30
	34
	33
	29
	29
	27
	24
	23

	Connecticut
	
	
	
	
	
	
	
	
	

	Jobs plentiful
	15
	10
	14
	9
	14
	10
	17
	18
	23

	Jobs not so plentiful
	37
	34
	36
	30
	34
	35
	38
	38
	39

	Jobs hard to get
	40
	45
	42
	55
	44
	46
	34
	28
	27

	
	
	
	
	
	
	
	
	
	

	Expectation for Six Months Hence
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Business Conditions
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	Better
	20
	27
	24
	20
	19
	18
	19
	21
	26

	Worse
	9
	7
	11
	11
	12
	14
	14
	9
	6

	Same
	70
	66
	66
	69
	69
	68
	66
	70
	68

	Connecticut
	
	
	
	
	
	
	
	
	

	Better
	29
	35
	35
	30
	28
	22
	22
	30
	41

	Worse
	12
	7
	12
	15
	10
	23
	17
	18
	11

	Same
	55
	50
	48
	50
	58
	47
	51
	46
	42

	
	
	
	
	
	
	
	
	
	

	Employment
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	More jobs
	18
	20
	20
	17
	16
	14
	15
	17
	22

	Fewer jobs
	18
	15
	20
	20
	21
	21
	22
	17
	15

	Same
	64
	65
	60
	64
	63
	65
	63
	66
	63

	Connecticut
	
	
	
	
	
	
	
	
	

	More jobs
	24
	30
	28
	24
	21
	21
	17
	21
	33

	Fewer jobs
	23
	24
	24
	29
	26
	32
	21
	23
	19

	Same
	47
	38
	41
	43
	48
	39
	48
	46
	37

	
	
	
	
	
	
	
	
	
	

	Income
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	Increase
	17
	18
	17
	16
	17
	18
	18
	20
	21

	Decrease
	10
	9
	11
	11
	11
	10
	11
	10
	8

	Same
	73
	73
	72
	73
	72
	71
	71
	70
	78

	Connecticut
	
	
	
	
	
	
	
	
	

	Increase
	28
	39
	28
	25
	26
	23
	32
	31
	36

	Decrease
	8
	8
	     7            
	10
	12
	13
	9
	11
	9

	Same
	62
	51
	62
	63
	62
	62
	57
	56
	52
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