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Consumers Are Gaining Confidence, Yet Higher Prices Still an Anchor
 
Summary
Despite the upside surprise in October consumer confidence, inflation is still a top concern 
weighing on percpetions. The looming presidential election ranks behind economic worries 
in consumers' minds.
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October Surprise
The Conference Board's Consumer Confidence Index jumped to 108.7 in October, amid more 
favorable views of current conditions and improved expectations about the future (chart). We suspect 
most of the gain is due to brighter views of the jobs market and lower gas prices in the last month. But 
the jump somewhat surprises us with the U.S. presidential election around the corner.

Historically, election uncertainty weighs on the moods of consumers in the months leading up to 
election. Yet the election still ranks behind economic worries in consumers' minds. Write-in responses 
making mention to the coming general election were below both 2016 and 2020 levels. In previous 
election years there has been a trend decline in confidence, followed by a trend recovery after the 
November election. So far this year the trend is not playing out. Consumer confidence has been 
volatile and bounced around, but at 108.7 in October, it has reached its second highest reading of 
the year, hardly cause for worry. In fact, according to the Conference Board, mentions of the word 
“election” ranked as the fifth highest mentioned topic in the October survey. Topics referenced more 
frequently included: prices, inflation, food and groceries.
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This has touched on a major theme of consumer surveys at play over the last year. The disconnect 
between lower inflation and still depressed confidence has stumped many forecasters. All the while, 
consumers have continued to report that it is high price levels that they find particularly worrying. The 
release notes that while respondents mentioned slower inflation and lower grocery prices, prices and 
inflation were still the top write-in response for the thing affecting consumers economic perceptions. 
Gas prices improved last month, with the average price down about a dime a gallon since last month's 
survey cutoff date.

Some renewed confidence in the labor market outweighed these price concerns. The labor differential, 
or the share of consumers reporting jobs as 'plentiful' less the share reporting jobs as 'hard to get', 
rose to 18.3 amid an improvement in both measures (chart). While that marks the highest differential 
in five months it's still below its pre- and post-pandemic high and consistent with a less-tight labor 
market. Consumers also grew more optimistic around the labor market outlook in October. Yet despite 
these better perceptions, separately released data this morning showed the quits rate, an indication of 
how willing employees are to voluntarily switch positions, fell below 2% for the first time since 2015.

Amid slower inflation and somewhat improved job prospects, consumer plans to make a major 
purchase were broadly up across all categories. Notably, consumers reported they planned to spend 
more on discretionary purchases going forward, and plans to purchase homes and large durables also 
improved, perhaps enhanced by the Fed's recent reduction to the federal funds rate.
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