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Rattled: Consumer Condence Set Back Six-Months Amid Delta Surge
 
Summary
A larger than expected drop in consumer condence in August to its lowest level since
February occurred against a depressing backdrop of war and pestilence. As the reality of
the Delta variant decreases vaccine hesitancy, the scope for a drop in case counts may
be the best hope for renewed condence in the homestretch of the year. Until then,
consumer spending will be under pressure.
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Condence Dented by Delta Variant and COVID
Re-emergence
Consumer condence dropped more than 11 points to 113.8, a
larger drop than had been expected. There was no shortage of
things to worry about, which weighed on consumers' collective
psyche in August. It was the rst month showcasing the full extent
of the Delta variant on condence, and it sets back the Conference
Board measure by about six-months to a level that is above where it
was in February and just below where it was in March.

Hospitals have been inundated with COVID patients and even some
vaccinated people have seen an uptick in cases. August brought
with it an unwelcome reinstatement of mask mandates and other
restrictions that have dashed consumers' hopes of a swift return to
normal—at least in the near term.

The media images of the U.S. withdrawal from Afghanistan likely
piled on to the list of things that may have dented consumer
condence in August. Rising prices continued to be a factor as well,
with forward-looking ination over the next year rising to 6.8% in
August.
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Hot Labor Market Gives Much-Needed Support
Despite the much larger-than-expected decline in consumer
condence, the readings from this measure are not as glum as
in the University of Michigan's index of consumer sentiment,
which dipped to its lowest since 2011 in the same month. As we
described, there are plenty of causes for concern at the moment,
but troubled though the world may be, some things are still going
quite well for the consumer.

For starters, it doesn't hurt that the stock market set fresh all-time
highs throughout the course of the month. While the total number
of jobs has a long way to go to get back to pre-pandemic levels,
by other measures, the labor market is quite strong. Not only are
jobless claims near their lowest levels of the post-pandemic era,
other measures point to a strength in the labor market not seen
in decades. Whether you are a business owner or a consumer you
get the same story: the labor market is tight. Many businesses say
they cannot nd workers to ll open positions. Hiring isn't the only
problem; the quit rate at 2.7% in June is higher than it was in either
of the prior two expansions. Meanwhile, the share of consumers
saying jobs are plentiful is near its highest level in at least 20 years.

Despite the many other problems in the world, it remains a seller's
market for labor these days and consumers can feel it. That is why
we suspect that consumers will regain condence in the months
ahead. It is about more than just nding work, it is about naming
your terms with employers that are increasingly eager to hire.
Not only did July's jobs report exceed expectations, it also showed
faster-than-expected growth in average hourly earnings. Signing
bonuses and paid interviews are becoming more common in elds
where such things were once unheard of, like leisure and hospitality
and various professional driving jobs, from trucks to school buses.
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Activity Has Not Faltered Yet
All things considered, August was a tough month, and some factors
weighing on consumers are likely to carry into September as the
Delta variant continues to spread. Despite the emotional month,
disheartened consumers did not necessarily change their actions
as swiftly. Throughout the year, there have been times when
condence waned and activity did not drop to the same extent. So,
while the summer is ending on a bleak note, consumers may not
scale back their spending in-step with their feelings.

Data through late August shows that consumers are still getting
out and about to retail and recreational stores as life goes on,
and even in the uncertainty surrounding learning and return to
work, many still are preparing for the typical late summer/early
fall events such as back to school and Labor Day. Plus, the positive
developments seen in the labor force as well as the 1.1% increase
in personal income in July from wages and salaries and the child tax
credit mean that consumers are equipped for the wherewithal to
spend if they choose to. While condence has clearly taken a turn, at
this point it does not signal consumers are done with the spending
spree we have seen for the past couple of months.

-50%

-40%

-30%

-20%

-10%

0%

10%

20%

70

80

90

100

110

120

130

140

Feb-20 Jun-20 Oct-20 Feb-21 Jun-21

Consumer Confidence vs. Activity
Index; Percent Change from Baseline (Month End)

Consumer Confidence: Aug @ 113.8 (Left Axis)

Visits to Retail & Rec Locations: Aug @ -5% (Right Axis)

Source: The Conference Board, Google and Wells Fargo Securities

Economics | 3



Economic Indicator Economics

Subscription Information

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

The 2021 Annual Economic Outlook: Aftershocks and Divergence in the Post-Pandemic Economy is available at wellsfargo.com/economicoutlook

Via The Bloomberg Professional Services at WFRE

And for those with permission at research.wellsfargosecurities.com

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 (704) 410-6542 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 (704) 410-1681 shannon.seery@wellsfargo.com

Hop Mathews Economic Analyst (704) 383-5312 hop.mathews@wellsfargo.com

Nicole Cervi Economic Analyst (704) 410-3059 nicole.cervi@wellsfargo.com

Sara Cotsakis Economic Analyst (704) 410-1437 sara.cotsakis@wellsfargo.com

Coren Burton Administrative Assistant (704) 410-6010 coren.burton@wellsfargo.com

4 | Economics

http://www.wellsfargo.com/economicsemail
http://wellsfargo.com/economicoutlook
https://research.wellsfargosecurities.com/


Rattled: Consumer Condence Set Back Six-Months Amid Delta Surge Economics

Required Disclosures

This report is produced by the Economics Group of Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission,
the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp. Wells Fargo Securities, LLC, distributes this report directly and through
aliates including, but not limited to, Wells Fargo & Company, Wells Fargo Bank N.A., 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. Wells Fargo Bank, N.A. 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 Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative
products, any of which may be discussed within this report.

The information in this report has been obtained or derived from sources believed by Wells Fargo Securities, LLC to be reliable, but Wells Fargo Securities, LLC does
not guarantee its accuracy or completeness, nor does Wells Fargo Securities, LLC assume any liability for any loss that may result from the reliance by any person
upon any such information or upon any opinions set forth herein. Such information and opinions are subject to change without notice, are for general information
only and are not intended as an oer or solicitation with respect to the purchase or sale of any security or other nancial product or as personalized investment
advice. Wells Fargo Securities, LLC is a separate legal entity and distinct from aliated banks and is a wholly owned subsidiary of Wells Fargo & Company. © 2021
Wells Fargo Securities, LLC

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. 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 dened 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 EEA, this report is distributed by WFSIL or 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 dened 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

