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NFIB Small Business Optimism Edges Higher in December
 
Summary

Small Business Owners Are Battling Stang Shortages and Rising
Costs
The NFIB Small Business Optimism Index edged 0.5 points higher in December to
98.9. Seven of the index's ten components increased during the month, led by owners'
expectations for earnings, economic conditions and stang. Business owners are having
an unusually tough time hiring the workers they need. Stang concerns and ination
remain the most pressing issues among small business owners. Supply chains issues
appear to have eased a bit, however. The proportion of business owners that said their
current inventory was "too low" fell six points in December and the proportion of rms
planning to increase inventories fell two points.

The NFIB survey likely did not pick up much of the impact from the latest surge in COVID
and associated stang diculties that have arisen since. We expect the January data
to fall back somewhat, reecting the rising number of workers that have had to miss
work due to COVID, requiring them to isolate themselves for a few days. Consumer
engagement appears to be holding up relatively well, however, so any dip should
be relatively short. That said, the net share of business owners expecting economic
conditions to improve over the next six months remains exceptionally low at -35%, even
though it edged three points higher in December.
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Small Business Optimism Increases Slightly
The NFIB Small Business Optimism Index increased 0.5 points in
December to 98.9. Seven of the index's ten components increased
during the month, led by owners' expectations for earnings,
economic conditions and stang. The Optimism index remains
slightly above its long-term average. Business owners remain
on edge, however. Many businesses have been able to maintain
protability by passing along their higher operating costs, but many
owners are growing concerned that their ability to pass along the
higher costs will be limited by diminishing scal and monetary
stimulus. Stang diculties and rising prices are the top two
concerns cited by business owners and there is little prospect of
near-term relief on either front.

Sales improved modestly in December, with the share of small
business owners citing higher nominal sales rising back into positive
territory for the rst time since September. Ination remains a
problem, however, with 22% of business owners reporting that
ination is the single most important problem they face each day in
operating their business. This marks a 19 point increase in the share
of businesses citing ination as their number one problem since the
beginning of 2021, and marks the highest level for this series in the
fourth quarter of 2021.
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While several components increased in December, many remain
at problematic levels. The share of business owners reporting
improving prots, for example, rose three points in December
but remains exceptionally low at -14%. Among business owners
reporting lower prots, 29% blamed the rising cost of materials,
22% cited weaker sales,17% cited labor costs, while the balance
referenced usual seasonal change, lower prices, higher taxes and
regulatory changes. Among businesses citing rising prots, 63%
credited sales, 11% cited seasonal factors and 15% cited higher
prices.

The NFIB survey provided an early warning that ination would
become a more persistent problem for the economy. More recently
business owners are sounding the alarm about future business
conditions. Most economic forecasts remain relatively optimistic
about 2022, even though monetary and scal policies are set
to swiftly pivot from incredibly accommodative to somewhat
restrictive over the course of the year. The share of business
owners expecting economic conditions to improve over the next
six months rose three points in December to -35%. Even after
December's increase, the share of business owners expecting
business conditions to improve has fallen 23 points over the past six
months.
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Stang shortages have continued to be the greatest challenge
for small business owners. The NFIB reports that 49% of business
owners had a job opening they could not ll in December, up
one point from the prior month. Many owners have cited skills
mismatches as a primary culprit of their hiring woes, with 95% of
owners trying to hire reporting "few" or "no qualied" applicants
for the positions they were trying to ll during the month. This
squares with the sluggish recovery that we have seen in the prime-
age (individuals ages 25-54) labor force participation rate over the
course of the pandemic.

Hiring diculties have caused businesses to boost compensation
to attract and retain workers. The net share of small businesses
raising compensation rose four points to 48% in December, a
48-year record high. Plans to raise compensation in the next
few months held steady at 32%, unchanged from November's
record high. Owners are increasingly worried about their ability to
continue passing on higher compensation and material costs to
their customers, particularly with monetary and scal policy set to
become less accommodative in the near term and restrictive not so
long after that.

December's NFIB survey likely did not pick up much of the impact
from the latest surge in COVID and associated stang diculties
that have arisen since. We expect the January data to fall back
somewhat, reecting the rising number of workers that have had
to miss work due to COVID, requiring them to isolate themselves
for a few days. Consumer engagement appears to be holding up
relatively well, however, so any dip should be relatively short.

79%

80%

81%

82%

83%

84%

85%

86%

0%

10%

20%

30%

40%

50%

60%

70%

94 96 98 00 02 04 06 08 10 12 14 16 18 20 22

Where Are All the Workers?
Firms with at least One Hard to Fill Job Opening; % of Consumers 

Viewing Jobs Plentiful; Percent Ages 25-54

NFIB Jobs Hard to Fill: Dec @ 49.0% (Left Axis)

Consumers Viewing Jobs Plentiful: Dec @ 55.1% (Left Axis)

Prime Participation Rate: Dec @ 81.9% (Right Axis)

Source: U.S. Department of Labor, NFIB, the Conference Board and Wells
Fargo Economics

Economics | 3



Economic Indicator Economics

Subscription Information

To subscribe please visit: www.wellsfargo.com/economicsemail

The 2022 Annual Economic Outlook: Restoring Balance in the Post-Pandemic Economy is available at wellsfargo.com/economicoutlook

Via The Bloomberg Professional Services at WFRE

Economics Group

Jay H. Bryson, Ph.D. Chief Economist 704-410-3274 Jay.Bryson@wellsfargo.com

Mark Vitner Senior Economist 704-410-3277 Mark.Vitner@wellsfargo.com

Sam Bullard Senior Economist 704-410-3280 Sam.Bullard@wellsfargo.com

Nick Bennenbroek International Economist 212-214-5636 Nicholas.Bennenbroek@wellsfargo.com

Tim Quinlan Senior Economist 704-410-3283 Tim.Quinlan@wellsfargo.com

Azhar Iqbal Econometrician 212-214-2029 Azhar.Iqbal@wellsfargo.com

Sarah House Senior Economist 704-410-3282 Sarah.House@wellsfargo.com

Charlie Dougherty Economist 212-214-8984 Charles.Dougherty@wellsfargo.com

Michael Pugliese Economist 212-214-5058 Michael.D.Pugliese@wellsfargo.com

Brendan McKenna International Economist 212-214-5637 Brendan.Mckenna@wellsfargo.com

Shannon Seery Economist 332-204-0693 Shannon.Seery@wellsfargo.com

Nicole Cervi Economic Analyst 704-410-3059 Nicole.Cervi@wellsfargo.com

Sara Cotsakis Economic Analyst 704-410-1437 Sara.Cotsakis@wellsfargo.com

Jessica Guo Economic Analyst 704-410-4405 Jessica.Guo@wellsfargo.com

Karl Vesely Economic Analyst 704-410-2911 Karl.Vesely@wellsfargo.com

Coren Burton Administrative Assistant 704-410-6010 Coren.Burton@wellsfargo.com

4 | Economics

http://www.wellsfargo.com/economicsemail
http://wellsfargo.com/economicoutlook


NFIB Small Business Optimism Edges Higher in December Economics

Required Disclosures

This report is produced by the Economics Group of Wells Fargo Bank, N.A. (“WFBNA”). This report is not a product of Wells Fargo Global Research and the
information contained in this report is not nancial research. This report should not be copied, distributed, published or reproduced, in whole or in part. WFBNA
distributes this report directly and through aliates including, but not limited to, Wells Fargo Securities, LLC, Wells Fargo & Company, Wells Fargo Clearing Services,
LLC, Wells Fargo Securities International Limited, Wells Fargo Securities Europe S.A., Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and
Wells Fargo Securities (Japan) Co. Limited. Wells Fargo Securities, LLC is registered with the Commodity Futures Trading Commission as a futures commission
merchant and is a member in good standing of the National Futures Association. WFBNA is registered with the Commodity Futures Trading Commission as a swap
dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC and WFBNA are generally engaged in the trading of futures
and derivative products, any of which may be discussed within this report.

This publication has been prepared for informational purposes only and is not intended as a recommendation oer or solicitation with respect to the purchase or
sale of any security or other nancial product nor does it constitute professional advice. The information in this report has been obtained or derived from sources
believed by WFBNA to be reliable, but has not been independently veried by WFBNA, may not be current, and WFBNA has no obligation to provide any updates
or changes. All price references and market forecasts are as of the date of the report. The views and opinions expressed in this report are not necessarily those of
WFBNA and may dier from the views and opinions of other departments or divisions of WFBNA and its aliates. WFBNA is not providing any nancial, economic,
legal, accounting, or tax advice or recommendations in this report, neither WFBNA nor any of its aliates makes any representation or warranty, express or implied,
as to the accuracy or completeness of the statements or any information contained in this report and any liability therefore (including in respect of direct, indirect
or consequential loss or damage) is expressly disclaimed. WFBNA is a separate legal entity and distinct from aliated banks and is a wholly owned subsidiary of
Wells Fargo & Company. © 2022 Wells Fargo Bank, N.A.

Important Information for Non-U.S. Recipients

For recipients in the United Kingdom, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated investment
rm authorized and regulated by the Financial Conduct Authority (“FCA”). For the purposes of Section 21 of the UK Financial Services and Markets Act 2000 (“the
Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does not deal with retail clients as dened in the Directive
2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and Markets Act 2000 for the protection of retail clients will therefore not apply, nor will
the Financial Services Compensation Scheme be available. For recipients in the EFTA, this report is distributed by WFSIL. For recipients in the EU, it is distributed
by Wells Fargo Securities Europe S.A. (“WFSE”). WFSE is a French incorporated investment rm authorized and regulated by the Autorité de contrôle prudentiel et
de résolution and the Autorité des marchés nanciers. WFSE does not deal with retail clients as dened in the Directive 2014/65/EU (“MiFID2”). This report is not
intended for, and should not be relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED - MAY LOSE VALUE - NO BANK GUARANTEE

Economics | 5


	Important Disclosures

