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Consumer sentiment remains in the range it was in the 2003-4 prosperous economic 
period 
 
Consumer sentiment index leveled at 91.0 in March, continuing a relatively stable trend 
over the last 5 months. 
 
The Consumer Sentiment Index (CSI) measures the degree of consumer optimism and 
confidence in the economy. The index is calculated based on consumer survey 
conducted by the University of Michigan over the last 60 years. 
 
The Consumer Sentiment Index (1966=100) ran between 85 and 95 from 2000 through 
2006, then it started to drop about a year before the start of the Great Recession. 
During the recession the index further crashed to a low of 55 in November 2008.  
 
A brief look at the University of Michigan’s consumer sentiment index shows that it ran 
between 90 and 95 during the 2003-2004 prosperous economic period, then it started to 
dropped about a year before the start of the Great Recession. The index plunged by 
20% in 2007, falling to 76 by December of that year. During the recession the index 
further crashed all the way down to a low of 55.  
        
So, clearly while the economy was still humming in 2007, and the DJIA still rising, 
consumers had already started to feel a lot of negative vibes about the economy. The 
index starting its descend in February of that year, well before the impact, while the 
DJIA continued to record significant growth through September of 2007. 
 
And some 6 months before the official end of the recession, consumer sentiment index 
started to climb, rising to 68 by the official end of the recession. 
   Consumer sentiment index is clearly one of the strong leading indicators of the overall 
economy.    
 
Despite a very slight drop in consumer sentiment in March it has remained largely 
unchanged over the past few months trending between 91 and 93 which is well inside 
the range that prevailed during the 2003-2004 prosperous economic period.  
  
Personal financial expectations remained strong in March, comparable to the favorable 
levels recorded nearly a decade ago. Overall, it would appear that consumers have 
accommodated slower economic growth as well as rising gas prices without an 
accompanying rise in uncertainty about their own personal financial situation. According 
the University of Michigan 38% of the responds cited recent increases in their income, 
the second highest percentage since 2005. Also consumers were more optimistic about 



their finance than anytime since 2006. And all of this is happening at the same time that 
survey participants were anticipating higher gas prices and a slower pace of economic 
growth this year. The most important element supporting consumers' optimism is their 
conviction that the slower pace of economic growth will not have an appreciable impact 
on maintaining the jobless rate at its current low levels. The primary concern of 
consumers, appears to have shifted away from the job market which dominated 
previous year’s surveys. And now the volatility of the financial markets has started to 
gain more importance for the consumers. This is a strong confirmation of consumer 
confidence when people get more concerned about how the stock market is doing than 
if they are going to keep their jobs! 
 
 

 


