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Executive Summary for the

Meinders School of Business at Oklahoma City University

Middle-America Consumer Confidence Poll
Overview of the Poll

Conducted October 29 – November 1, 2009, this telephone survey of adults living in 16 states classified as “Middle-America” is an accurate reflection of the consumer make-up of the region as it was controlled for both gender and geographic region.  The survey has a margin of error of +/- 3.7% at a level of 95% confidence.  

This is the sixth time the Meinders School of Business has polled a sampling of the approximately 50 million consumers in these 16 “Middle-America” states.  Each survey asks the respondents their opinions on the economic direction of the region, their family’s personal present economic status, future expectations and other pertinent current issues. Prior to this issue, the most recent edition was conducted in October 2008.

In this edition, in addition to our standard questions used to produce our indices, consumers were asked to evaluate their family’s response to changes in stock and housing markets, discuss any changes in their employment status, any increased cost in credit, as well as to gauge their expectations for holiday spending.

Consumer Confidence and Expectations
As in the University of Michigan Consumer Sentiment Survey, the model for this poll, consumers were asked five questions about their attitudes toward current and future economic and purchasing conditions.  The University of Michigan formulas for calculation the index were utilized so comparisons between the studies could be made.
As in the past editions of the study, the Middle-America Poll results track closely the movement seen in the numbers released last week by the University of Michigan.  A comparison of the studies reveals that while the Index of Current Economic Conditions (68.6) is slightly lower than the University of Michigan nationwide number (73.4), middle-Americans have a more optimistic outlook on the Index of Consumer Expectations (Meinders Middle-America Index of Consumer Expectations: 69.8 compared to  University of Michigan: 68.6).  The gap between these two indices has narrowed substantially, continuing a trend seen between the previous two Meinders’ studies.

All three indices have improved over the last year, though they have lagged in comparison to the University of Michigan numbers, indicating that while things never got as bad in Middle-America, any consumer bounce-back is not as great as the rest of the nation may be experiencing.
A plurality of middle-America residents say their personal finances are worse than they were a year ago (45%), however this is slightly lower than the percentage we recorded a year ago (47%).  Also down, however, is the percentage saying the last year has been beneficial to their financial status (18% today; 21% in October 2008).

Although still eclipsed by those who think the next year will not be a good year for business conditions (45%) we do see an increase in those thinking generally good economic times will prevail (35% today compared to 26% in October 2008).  This is the first time since March of 2008 that less than a majority of consumers are expecting a rough 12 months for business.
It is still fascinating to see how consumers see their own condition significantly different than they do that of business – though this gap is closer today than we have seen since 2007.  Currently, 45% believe the next year will be generally bad for business, while only 19% think the next year will be a financially worse time for their family.  In October of 2008, this ratio was 3-to-1 (52% expecting a bad year for business / 17% expecting a bad year for own family).

When asking consumers to predict the economy over the next five years, they are actually more decided than we saw in 2008 as both pessimism and optimism have grown slightly.  Those believing that their area will suffer periods of depression has increased slightly (48% in Oct. 2008; 51% today), as have those who think it will generally be good times (30% in Oct. 2008; 36% today). Interestingly, minorities are slightly less pessimistic (40% good times vs. 49% periods of depression).  The most significant difference, however occurs along income lines, with a dramatically different belief held by those in households with incomes of greater than $100,000 a year when compared to the less affluent.  Whereas 57% of those making less than $100,000 a year expect periods of depression, only 40% of those making more than that amount share their concern.  It should also be noted that consumers in Texas have far different beliefs than their counterparts in other states.  In fact, among Texans, just as many believe that their area will have good times (43%) as predict periods of depression.
One of the most important changes over the past year is the net 19-point movement in the opinion about now being a good time to purchase durable goods.  For the first time since October of 2007, a plurality of consumers think now is a good time (44%), while a slightly lower percentage believe now is a bad time to make these significant purchases (41%).  Men are the most bullish on this point (48% good time; 38% bad time).
Response to Stock Market
In October of 2008, 46% of middle-Americans indicated that they had already changed their spending habits because of changes in the stock market.  Today, that percentage has reached 59%.  This number is particularly high among women (62%) and minorities (68%) those in the mountain states (dominated by Colorado) 67%, those between the ages of 45 and 54 (69%) and those in households earning less than $80,000 a year (65%).  Only among those making more than $150,000 do a majority say they have not made any significant change.

Concern about the Housing Market

While our earlier surveys showed minimal concern about losing homes, this most recent survey shows an increase in that number.  In fact, today only 69% of those currently paying a mortgage in Middle-America say they are “not at all” concerned about losing their home.  This is substantially lower than the 77% we recorded during the height of the national mortgage crisis in 2008.  As has consistently been the case, minorities show a greater level of concern, with 8% saying they are extremely concerned (3% among whites).
Despite the greater concern among mortgage payers, the vast majority of consumers think now is a good time to buy a house (70% today compared to 58% in October 2008). This number is consistent throughout the various regions and across demographic groups.

Employment Status

We have seen a significant increase in those who have either lost their job (11%) or seen reduced hours (10%) during the last three months of their employment.  (It should be noted, due to the fact that a good portion of the respondents are not in the job market for various reasons such as age, this number is actually more significant than it may first appear)  These numbers are up from a combined 13% in October of 2008 (7% lost job; 6% reduced hours).  Fully 28% of minorities indicate that they have either lost their job (16%) or had hours reduced. No region tested is immune from this trend.

Cost of Credit

Since last year, we have seen an almost doubling in the number of consumers who indicate they have seen in an increase in the cost of credit.  At 17% in October 2008, today, 32% of all consumers say credit costs them more today. This includes 35% of those under the age of 65 and an alarming 49% of minorities.  Although concentrated among those earning less than $60,000 per year, a significant number of upper income consumers (25% of those earning more than $100,000) are also seeing higher credit costs.
This increase in the cost of credit is affecting behavior.  Of the 32% of all consumers who say that they have experienced higher credit costs, 44% say they have cut discretionary spending – 52% of these women have done so.  Whereas in 2008, 14% of those facing higher credit costs found additional employment, only 6% are able to do so today.

Holiday Shopping

Middle-America retailers should expect an even more difficult holiday season in 2009 than they experienced in 2008.  At this same time a year ago, 9% of consumers expected to spend more than they had in the previous year, while 54% believed they would spend less.  Today only 7% say they will spend more, while 61% say they will spend less.  This sentiment is fairly uniform throughout the various regions, with only Texas reaching double-digits in the number of consumers expecting to spend more (10%).  Even in the Lone Star State, however, 60% expect to spend less.
