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Consumer confidence is buoyant in May, rising to its peak
iIn 2011 so far
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The Expectations Index

Consumer expectations about the
future macroeconomic situation in
the UK received a boost in May,
gaining significantly by 17 points
to close at 76, the highest score
so far for the index in 2011. This
indicates a sense of growing (if
cautious) optimism about the UK
economy going forward.

Chart 3 - Expectations Index
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Currently, 24% (up 6%) of
consumers believe that the
economic and employment
conditions of UK will either be
‘much’ or ‘somewhat better than
today’ over the next 6 months.
However only 13% (down 2%) of
consumers feel that household
income would be higher in 6
months time.

UK Economic Situation - 6 months
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It is interesting to note that contrary
to expectations, the stable (if high)
rate of inflation of 4.5% for April
(released while the study was still in
field) had little impact on consumer
confidence about the future. Food
and drinks were the key sources of
inflationary pressure.
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The Present Situation Index
increased by a modest 3 points to
close at 23, indicating that while
consumers are feeling buoyant
about the future, they don’t feel as
optimistic about the present.

While there has been a slight
increase in consumers believing
that the present economic and
employment situations are good,

Chart 2 - Present Situation Index
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the majority continue to believe that
it is still bad. Moreover, consumers
don’t feel that much has changed
since the same period last year
(Present Index score for May 2010
=23).
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Consumers attitude towards spending improved
considerably in May

The Spending Index saw the growth in this index, although fewer people this month thought it
second largest margin gain of the the former took a slight lead in is ‘very bad’ or ‘fairly bad’ time for
Indices, jumping 16 points to close influencing this development. such purchases.

at 79. This is the largest jump
experienced in the history of the
index. An increase in favourable
consumer disposition towards both
major purchases such as homes
or cars as well as household

The strength of consumers who The increase in positive inclination
thought now is a ‘very good’ to spend on homes/flats or
or ‘fairly good’ time for buying cars may be attributed to some
a house/flat or car in the UK encouragement for consumers
increased to 27% (up 7%) and that by lenders offering interest rate
: for household purchases increased  promotions and cashback rewards
purchases drove the substantial to 30% (up 6%). At the same time  for such purchases, and that
towards household goods could be
attributed to the several promotions Contact
by white and brown goods retailers
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Future house prices still expected to fall, although :
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Nationwide Consumer Confidence Index (seasonally adjusted). May 2004 = 99 Spending: consumers’ view of whether this is a good time to purchase major goods, such as a house or car, or household goods

2004 2010 Spending confidence — Major purchase e.g. house or car

] ] [17%
Neither good nor bad 30%
| | 54%

Present Situation ‘

Index Don't know 3%
Spending confidence — Household goods e.g. white/brown goods
| 58% | 38% | 37% | 40% | | 35% | 21% | 23%
Neither good nor bad 51%
\

Present Situation: consumers’ view of the current economic and employment situation ‘

Don't know 2%

Spending Index

Consumer responses (non-seasonally adjusted)

UK Economic Situation - Current

Neither good nor bad

Don’t know

UK Employment Situation — Current

The Nationwide Consumer Confidence Index
is compiled in partnership with Nationwide
Building Society.

Indices are produced using a mix adjusted

The House Price Expectations data is based
on a balance of people who believe that house
prices will be higher in six months time against
those who think they will be lower in

six months time.

Neither many nor few

‘ ‘ ‘ ‘ ‘ ‘ Nationwide Congumer Canidence .
Methodology which was introduced with
Donit know | 5% | 3% [ 3% [ 3% | 3% [ 2% [ 3% [ 2% [ 3% | 2% [ 2% | 2% [ 2% | effect from June 2008. Indices are seasonally
Expectations: consumers’ view of the economic and employment situation in six months’ time adjusted Using the US But’eau Of the CenSUS
X12 method. Currently the calculations are
based on a monthly data series starting Contact
from May 2004. Figures are recalculated

The NCCI Index was first published
in May 2004.

UK Economic Situation — six months’ time
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each month which may result in revisions to
Don't know historical data. Jonathan Harrison

UK Employment Situation — six months’ time Director
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