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Small Business Optimism Ticks Higher in November
Stronger Sales Expectations Boost Sentiment Despite Cost Pressures

Summary Economist(s)

The NFIB Small Business Optimism Index surprised to the upside and edged up to 99 in Charlie Dougherty

November. The monthly gain largely was the result of an increase in the share of small Senior Economist | Wells Fargo Economics

firms reporting stronger sales expectations and a rise in hiring intentions. Cost pressures Charles.Dougherty@wellsfargo.com | 212-214-8984
are still evident, with a sharp increase in businesses reporting that they recently raised Jackie Benson

selling prices and are planning to raise compensation. Economist | Wells Fargo Economics

Jackie.Benson@wellsfargo.com | 704-410-4468
We note that this month's survey looks to be surrounded by an extra degree of noise on
account of an unusually low count of responses, a disproportionate share of which were
from businesses with fewer than 10 employees and in the service and retail industries.

That noted, the overall gain in small business sentiment is consistent with our view that
economic activity is still expanding, a modest amount of price pressure is still making its
way through supply chains and the labor market has neither improved nor deteriorated

meaningfully in recent months.
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Sales Expectations Pick Up Ahead of the Holidays

Brighter sales expectations lifted small business optimism in November. Sales expectations
and reports of actual sales each rose meaningfully in November, although there is still a
noteworthy discrepancy between the two. A disproportionate share of NFIB respondents
were in the retail or services industries, suggesting that anticipation for greater holiday
sales may have boosted outlooks.
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Greater Optimism Lifts Hiring Plans

Improved optimism brought with it an uptick in intentions to expand payrolls. Hiring plans

shot up four points in November to 19%, its highest level in 11 months. Although this may
be tied to seasonal hiring intentions, it also coincided with an increase in job openings and a
notable decline in the share of firms citing “labor quality” as their top problem.

Small Business Hiring Plans
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Cost-Push Inflation Pressures Bubbling

A net 34% of small firms reported raising their prices over the past three months, 13
points higher than in last month’s survey and the greatest share since March 2023.
Comments by NFIB members highlight greater costs for intermediate goods and supplies,
which may be playing a role. However, a similar increase was not evident in plans to raise
prices, suggesting that any price increases may be one-time in nature.
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Uncertainty Elevated

Despite an end to the government shutdown, the uncertainty index increased three points
in November to 91. This uptick was largely a product of greater small business uncertainty
surrounding near-term capex plans likely due to still-low visibility on trade policy changes.
The uncertainty index has averaged 94.9 so far this year, well above its long-term trend and
higher than the more recent average of 79.0 from 2015 to 2019.
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CapEx Muted

The net share of firms planning capital expenditures over the next three to six months
fell three points in November to 20%, below the 28% share one year ago. Although above
Great Recession levels, capex plans remain muted compared to historical norms.

Small Business Capital Spending Outlook

Net Percent of Firms, 3-MMA
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Borrowing Still Low, but Costs Subsiding

Recent Federal Reserve interest rate cuts appear to have delivered some relief to small
business borrowing costs. The average short-term interest rate paid by small firms fell to
7.9% in November, the lowest since May 2023. That said, the share of firms participating in

“regular borrowing” remained depressed at 23%.

Small Businesses Borrowing Regularly
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