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Consumer spending is the backbone of the $21 trillion U.S. economy. When times are good and consumers are confident in their jobs and 

financial situations, they tend to spend more. This boosts sales for small businesses and large corporations alike, which then hire more 

workers, develop new products, make financial investments, and more. Often this creates new jobs and boosts wages which increase 

consumer spending further. Conversely, when consumers are nervous, spending slows which has the opposite ripple effects across the 

economy. Thus, how consumers feel is an important economic indicator for investors to consider as stock markets hover near all-time 

highs.

The average consumer has been financially healthy since 

last summer when the economy began to reopen. Not only 

did jobs return quickly in many sectors, but retail spending 

rebounded, the household savings rate remained high, and 

the cost of borrowing fell. Together, these factors boosted the 

balance sheets of many households. For instance, housing 

prices have continued to climb and spending on durable goods 

such as cars is back to pre-pandemic levels.

Despite this rosy picture, consumer sentiment surveys 

suggest that everyday Americans are still cautious. The 

University of Michigan Consumer Sentiment Index, for 

instance, shows that overall sentiment is stuck at 2013 levels. 

This is partly because, until enough of the population has 

been vaccinated, everyday life will continue to be disrupted 

by the pandemic. Even then, it’s unclear whether life will 

truly ever return to “normal.” This is also partly because not 

all households have recovered from the shutdown. Millions 

of Americans are still without work and many are relying on 

unemployment benefits and government stimulus.

What does this mixed environment mean for investors? 

The history of consumer behavior, the economy and the stock 

market suggests that consumer sentiment tends to track the 

business cycle. Sentiment - both in terms of current conditions 

and expectations - is extremely depressed after a crisis. It then 

slowly recovers over the course of years as memories of economic 

and financial shocks fade. Finally, late in the cycle, consumers are 

extremely confident just as stocks are near their final peaks.

For this reason, consumer sentiment is often a contrarian indicator for investors - i.e. it is often better to invest when consumers are 

nervous than when they are confident. At the moment, consumers still have a long way to go before they are able to put the experience of 

the past twelve months behind them. This is also reflected by a savings rate which is still elevated, suggesting that households continue 

to be cautious with their spending.

Of course, consumer spending alone isn’t enough to explain or produce true economic growth. This is because national income accounting 

only tells us where and by whom the dollars were spent - not what allowed them to spend more. For this spending to be sustainable, it has 

to be put to good use. In the long run, economies grow due to increased workers, equipment and more importantly, greater productivity 

through technology and better know-how. Thus, while government stimulus measures may help to keep the economy on life support, 

investments in people and technology are needed to keep the economy growing once the crisis is in the rearview mirror. 

CONSUMERS ARE STILL NERVOUS ABOUT  
THE PANDEMIC

KEY TAKEAWAY:

1. Consumer sentiment is still near 2013 levels - well  
 below pre-pandemic peaks and the long run average.  
 This is true for both measures of current conditions  
 and future expectations. 
2. Everyday Americans are still nervous about the  
 pandemic and its economic impact.



Thus, consumer sentiment is only a single indicator but it’s an important one. At the moment, the data suggest that everyday individuals 

and households still have a long way to go before they feel better about the world. This is another reason for long run investors to focus on 

the future by staying diversified and invested.

Consumer sentiment measures suggest that many households and individuals are still nervous about the pandemic. Historically, this 

has been a sign that it is still quite early in the business cycle. Investors ought to stay invested and focus on the long run as the economy 

recovers.

HOWEVER, SALES OF DURABLE GOODS LIKE  
AUTOMOBILES HAVE RECOVERED

CONSUMERS ARE SAVING MUCH MORE THAN 
AVERAGE WHICH IMPROVES THEIR FINANCIAL 
SECURITY

KEY TAKEAWAYS: KEY TAKEAWAY:

1. Despite consumers remaining nervous, many measures  
 of consumer spending have rebounded. Retail sales jumped  
 immediately after lockdowns were lifted last summer.
2. Large purchases like cars have even returned to their pre- 
 pandemic levels.

1. Although the savings rate has fallen over the past year, it is  
 still well above historical averages. 
2. Households remain cautious with their spending and still  
 have a long way to go to feel better about the world.
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Historical references do not assume that any prior market behavior will be duplicated. Past performance does not indicate future results.  This material has been prepared 
by Kingsview Wealth Management, LLC.  It is not, and should not, be regarded as investment advice or as a recommendation regarding any particular security or 
course of action.  Opinions expressed herein are current opinions as of the date appearing in this material only.  All investments entail risks.  There is no guarantee that 
investment strategies will achieve the desired results under all market conditions and each investor should evaluate their ability to invest for the long term.  Investment 
advisory services offered through Kingsview Wealth Management, LLC (“KWM”), an SEC Registered Investment Adviser.  (2021-76)

PORTFOLIO MANAGER INSIGHTS


