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The Webster Consumer Confidence Index survey, conducted every three months, is sponsored by Webster Bank and managed by the Connecticut 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
Connecticut’s Confidence Drops Below National Average
Connecticut’s confidence fell to 96.3, according to January’s Webster Consumer Confidence Index, down 10% from its expansion high of 107.0 in October.  In contrast, The Conference Board’s comparable nationwide index rose by 11% to 103.4 over the same three months, finishing a notch above the Webster Index for the first time in two years.  The Board’s index for all of New England gained ground as well, up 7% to 94.2, nearly catching up to Connecticut.  This quarter’s rather stunning reversal suggests Nutmeggers see a maturing business cycle and a more problematic year ahead, particularly on the job front.
Throughout the current economic expansion, the Webster Index has told us that Connecticut is more upbeat than their near neighbors and the nation as a whole about business conditions and income prospects, but less confident about job creation.  This time, though, state resident’s degree of confidence declined on each of the five questions used to compile the Index, while the comparable national responses went up.  “The prevailing pattern of state confidence hasn’t changed,” said Jim Moor, economist and an editor of the University of Connecticut’s quarterly publication The Connecticut Economy.  “But Nutmeggers now perceive the pace of business leveling off, with an increasing probability that it will worsen six months down the road … more in line with the rest of the nation’s thinking than before.”  As for current job availability, last quarter’s hopeful improvement has proven illusory.  State residents see today’s labor market more darkly than nearly everyone but other New Englanders, and their longstanding conviction that more net new jobs lie ahead has seriously ebbed as well.
The share of residents expecting “more jobs” six months from now has fallen from its high of 31% last July to 21% in January, while those expecting “fewer jobs” rose five points to 23%.  Likewise, the gap between those seeing “better” versus “worse” business conditions ahead, while still positive, is narrower than at any time in the last two years.  Even the percentage of Nutmeggers expecting their income to “increase” in the future fell from 37% in October to 31%, although that’s still way above the national reading of just 18%. All this explains why the future expectations component of the Webster Index, now at 95.9, is lower than the present situation component for the first time since the recession ended. “When expectations exceed present perceptions by a lot, it’s a sure sign of an expanding economy,” Moor added, “but when that gap disappears it almost always means that economic growth has entered a more mature stage.”  This view is consistent with many recent economic and business statistics.  Moreover, The Conference Board’s national index has been flashing yellow since July; somewhat prematurely, but signaling the same message.
“My take on January’s numbers is that October’s heady pre-election reading included some exaggerated optimism,” Moor asserted, “rather than today’s appraisal being somehow suspect.”  First, October’s Webster Index soared unexpectedly at the same time the corresponding national index fell, resulting in a 14 point difference between them -- the largest of the expansion to date.  Moreover, an intriguing pattern emerges when one looks behind the headline numbers.  Respondents routinely identify their political affiliation.  In January’s survey, those choosing “Independent” answered the standard questions about future expectations in a remarkably similar way as in October.  Overall, they are even a bit more optimistic now than before the election.  Not so for self-styled “Republicans,” however, who are dramatically less upbeat about prospects six months ahead compared to October.  “Democrats” are also less confident about the future than before, but not nearly to the degree of their Republican counterparts.  “It appears to me that the marked differences in political rhetoric and emotions in the weeks before the election may well have influenced survey attitudes,” Moor added.  
There are also a few notable statistically significant variations among some of the state’s demographic groups.  College graduates are much more confident than their counterparts on all responses used to calculate the Webster Consumer Confidence Index, except future business conditions.  Perhaps they better understand the implications of slower growth.  High School graduates, on the other hand, are significantly more pessimistic on all counts.  Predictably, lower-income households and seniors are much less confident their income will rise over the next six months.  In stark contrast, high-income households and respondents under 35 years of age are much more confident about future raises.  Virtually everyone in Connecticut is sure interest rates will continue to climb over the next twelve months, but that has yet to cut into buying plans for cars, houses, and appliances, which are up from October’s indications.  Moreover, 49% of respondents think stock prices will be higher at year end, too -- a full ten percentage points above the national share.
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 503 Connecticut residents, from January 19 through January 23.  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.  Each survey’s questions and the methodology for calculating the index number are identical.

	
	January 2005
	October
2004
	July
 2004
	April
 2004
	January
 2004
	October
 2003
	July
2003
	April
2003
	January
2003

	Appraisal of Present Situation
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Business Conditions
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	Good
	26
	22
	25
	22
	22
	17
	17
	16
	15

	Bad
	18
	21
	19
	22
	23
	28
	30
	24
	27

	Normal
	56
	57
	56
	57
	55
	55
	53
	60
	59

	Connecticut
	
	
	
	
	
	
	
	
	

	Good
	34
	38
	33
	30
	33
	23
	27
	19
	21

	Bad
	16
	16
	18
	25
	16
	26
	29
	32
	30

	Normal
	49
	42
	46
	42
	47
	47
	42
	47
	45

	
	
	
	
	
	
	
	
	
	

	Employment
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	Jobs plentiful
	21
	17
	20
	16
	15
	12
	11
	13
	15

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

	Jobs hard to get
	25
	28
	26
	28
	30
	34
	33
	29
	29

	Connecticut
	
	
	
	
	
	
	
	
	

	Jobs plentiful
	15
	17
	16
	15
	10
	14
	9
	14
	10

	Jobs not so plentiful
	40
	42
	38
	37
	34
	36
	30
	34
	35

	Jobs hard to get
	38
	33
	38
	40
	45
	42
	55
	44
	46

	
	
	
	
	
	
	
	
	
	

	Expectation for Six Months Hence
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Business Conditions
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	Better
	21
	21
	23
	21
	27
	24
	20
	19
	18

	Worse
	8
	11
	7
	9
	7
	11
	11
	12
	14

	Same
	71
	69
	70
	70
	66
	66
	69
	69
	68

	Connecticut
	
	
	
	
	
	
	
	
	

	Better
	25
	28
	30
	29
	35
	35
	30
	28
	22

	Worse
	15
	11
	12
	12
	7
	12
	15
	10
	23

	Same
	55
	47
	52
	55
	50
	48
	50
	58
	47

	
	
	
	
	
	
	
	
	
	

	Employment
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	More jobs
	16
	17
	20
	18
	20
	20
	17
	16
	14

	Fewer jobs
	16
	18
	14
	18
	15
	20
	20
	21
	21

	Same
	68
	65
	67
	64
	65
	60
	64
	63
	65

	Connecticut
	
	
	
	
	
	
	
	
	

	More jobs
	21
	22
	31
	24
	30
	28
	24
	21
	21

	Fewer jobs
	23
	18
	19
	23
	24
	24
	29
	26
	32

	Same
	51
	46
	45
	47
	38
	41
	43
	48
	39

	
	
	
	
	
	
	
	
	
	

	Income
	
	
	
	
	
	
	
	
	

	National
	%
	%
	%
	%
	%
	%
	%
	%
	%

	Increase
	18
	19
	18
	17
	18
	17
	16
	17
	18

	Decrease
	9
	10
	9
	10
	9
	11
	11
	11
	10

	Same
	74
	72
	74
	73
	73
	72
	73
	72
	71

	Connecticut
	
	
	
	
	
	
	
	
	

	Increase
	31
	37
	38
	28
	39
	28
	25
	26
	23

	Decrease
	7
	6
	7
	8
	8
	     7            
	10
	12
	13

	Same
	61
	54
	54
	62
	51
	62
	63
	62
	62
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