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UNFAVORABLE BUYING ATTITUDES CONTINUE TO MOUNT 

**In the May 1980 survey, the Index o f Consumer Sentiment was 51 .7 , down 1 Index po in t from 
the 52.8 recorded i n A p r i l 1980, and 16 points below a year ago. This represents the t h i r d 
consecutive month that the Index was below i t s p r i o r record low of 58.0 recorded i n 1974-75. 
The l a rges t dec l ines i n the May survey involved a t t i t udes towards buying condi t ions for 
durables and motor v e h i c l e s . 

**Among f am i l i e s wi th incomes o f $20,000 or more the Index was 55 .2 , up somewhat from the 52.5 
recorded i n A p r i l 1980, but 18 Index-points below the May 1979 r ead ing . 

**A new record l eve l of p e s s im i s t i c business expectat ions was recorded i n the May 1980 survey. 
Among a l l consumers: 

90 percent s a id business cond i t ions had worsened during the past yea r , more than ever 
recorded (89 percent i n February 1975). 

82 percent expect bad times f i n a n c i a l l y i n the economy as a whole during the next 12 
months, s i g n i f i c a n t l y above the p r i o r record l e ve l of 70 percent recorded 
i n February 1975. 

72 percent expect unemployment to increase during the next 12 months, s i g n i f i c a n t l y 
above the p r i o r record l e ve l of 63 percent i n November 1974. 

**In contras t to the sharp dec l ines i n the outlook f o r the economy due to fears of unemployment, 
p r i ce and i n t e r e s t ra te expectat ions have moderated i n recent months. 

**Unfavorable assessments of market condi t ions have increased sharply i n recent months, and 
have pushed buying a t t i t udes to new record low l e v e l s . 

58 percent ra ted buying condi t ions f o r household durables i n May 1980 as unfavorable, 
above the p r i o r record l eve l o f 35 percent i n November 1974. 

74 percent rated house buying condi t ions as unfavorable i n May 1980, above the p r i o r 
record of 71 percent i n l a t e 1974. 

61 percent rated buying condi t ions f o r v eh ic l e s as unfavorable i n May 1980, nearly 
equal the l a te 1974 record l eve l of 62 percent. 

* * * 

Consumers were more pe s s imis t i c i n the May 1980 survey than ever before observed in the h i s t o r y 
o f these surveys. Concern with spreading unemployment ra ther than fear of i n f l a t i o n has been 
more responsible for lowered confidence i n recent months. Although severe ly depressed before 
the March announcement, concern with c r e d i t condi t ions led to an accelera ted d e t e r i o r a t i on i n 
favorable buying a t t i t u d e s . The deep dec l ines w i l l not e a s i l y nor q u i ck l y y i e l d to sustained 
improvement. I n f l a t i on pinched budgets and depleted savings and reserve funds w i l l force 
r e l a t i v e l y greater reductions i n d i s c r e t i ona ry purchases. Use o f c r e d i t and debt i s l i k e l y 
to remain a t depressed l eve l s i n the near term due to uncer ta in ty about i t s use, as we l l as 
the widespread expectat ion of lower i n t e r e s t r a t e s . Sustained improvement i n consumer c o n f i ­
dence can only take place when consumers perceive e f f e c t i v e ac t ion to slow and reverse the 
downward trends in employment and incomes. 
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New Record Lows 

The March through May Surveys of Consumer A t t i t ude s have documented the 

most p e s s imi s t i c a t t i t udes and expectat ions recorded i n more than a quar te r -

century. Although a l ready a t g r ea t ly depressed l eve l s at the s t a r t o f 1980, the 

Index and a l l of i t s components were above p r i o r record lows. A f t e r f a l l i n g 15 

Index points during the past three months, the May 1980 Index f i gu re was 6 points 

below the p r i o r record low recorded i n 1974-75 (see Table A below). From Feb­

ruary to May 1980 favorable a t t i t udes toward buying condi t ions f e l l by 60 Index 

points (from 134 to 77 ) , moving from 38 Index points above the p r i o r record low 

to 19 Index points below. Concern wi th t i g h t c r ed i t condi t ions and high i n t e r e s t 

r a t e s , coupled wi th fears of spreading unemployment, are r esponsib le f o r both the 

steep recent s l i d e i n consumer sentiment as we l l as the establishment of new 

record low l e v e l s . 

During the past yea r , buy-in-advance p r i c e r a t i ona le s have been o f f se t and 

replaced by concern w i th t i g h t c r e d i t condi t ions and high i n t e r e s t r a t es . This 

s h i f t occurred f i r s t i n the housing market i n e a r ly 1979, fo l lowed by the auto 

market i n l a t e 1979, and during the past several months, i n the household dur­

able goods market. The announced c r e d i t con t ro l program i n March 1980 has great­

l y accelerated t h i s s h i f t from buy-in-advance p r i ce r a t i ona le s to postponement 

because of c r e d i t cons idera t ions . 

TABLE A 

October 1974-
February 1975 Low 

February 1980 Survey 
Difference from 
1974-75 Low 

March 1980 Survey 
Difference from 
1974-75 Low 

A p r i l 1980 Survey 
Difference from 
1974-75 Low 

May 1980 Survey 
Difference from 
1974-75 Low 

Index 

58.0 

66.9 
(+8.9) 

56.5 
(-1.5) 

52.8 
- 5 . 2 ' 

51.7 
(-6.3) 

Personal 
Finances 

81 

85 
(+4) 

76 
(-5) 

Current 
Index Components 

Expected 

73 
(-8) 

79 
(-2) 

Buying 
Condit ions 

96 

134 
(+38) 

116 
(+20) 

94 
(-2) 

77 
(-19) 

Personal 
Finances 

99 

99 
(0) 

92 
(-7) 

94 
(-5) 

100 
(+D 

^2-Month 
Business 

45 

55 
(+10) 

38 
(-7) 

32 
(-13) 

31 
(-19) 

5-Year 
Business 

47 

60 
(+13) 

41 
(-6) 

45 
(-2) 

44 
(-3) 

Total 3-Month Change -15.2 -60 +1 -24 -16 

I?.b]e.en?r]es. ?![f t h e s a m D l e P ^ P o r t i o n g i v ing favorable r ep l i e s minus the p ropor t ion 
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Personal Finances Bleak 

A small and i n s i g n i f i c a n t improvement in personal f i n anc i a l a t t i t udes was 

recorded in the May 1980 survey over the March and A p r i l 1980 record lows. The 

small s h i f t acts to confirm the pers is tence of a t t i tudes at near-record low 

l eve l s rather than i n d i c a t i n g po ten t i a l r eversa l of these steep l o s se s . The 

near majority (47 percent) continued to report being worse o f f f i n a n c i a l l y com­

pared with a year e a r l i e r , and one- in- four f ami l i e s (27 percent) expect t h e i r 

f i n anc i a l s i t u a t i o n to worsen i n the year ahead. These f igures have remained 

l a rge ly unchanged during the past three months. In exp la in ing t h e i r f i n anc i a l 

s i t u a t i o n , somewhat fewer f ami l i e s mentioned r e ce iv ing income increases i n May 

1980 (25 percent) than i n February 1980 (31 percent ) , and somewhat fewer men­

tioned p r i ce increases as making them worse o f f in May 1980 (41 percent) than 

in February 1980 (45 percent ) . The slowdown in the ra te of i n f l a t i o n s ince 

ea r ly 1980 may have accounted for t h i s small but n e g l i g i b l e improvement. 

When asked in A p r i l and May 1980 whether they had put more money in or 

taken more money out of t h e i r savings and reserve funds during the past yea r , 

the majori ty of households reported dec l ines i n sav ings . In May 1980, 50 per­

cent o f a l l households s a id that they had taken more money out of t h e i r savings 

during the past y ea r , up from 46 percent i n February 1979, and 12 percent of 

a l l f ami l i e s in May 1980 s a id that they had no s av ings , up from 10 percent i n 

February 1979. Important ly, 23 percent of a l l respondents in May 1980 reported 

that t h e i r savings and reserve funds had dec l ined by unusually l a rge amounts 

during the past yea r , up from 15 percent recorded in February 1979. 

TABLE B 

CHANGE IN SAVINGS AND RESERVE FUNDS 

Change in Household Saving Feb. 1979 A p r i l 1980 May 1980 

Put more money i n 28% 20$ 21% 
Typica l increase 21 13 15 
Unusually large 7 7 6 

Stayed the same 13% 17% 16% 

Took more money out 46% 52% 50% 
Typica l decrease 31 28 27 
Unusually l a rge 15 24 23 

Has no savings 10% 11% 12% 

Don't know; not ascer ta ined 3 * 1 

Total 100% 100% 100% 

Cases 1361 719 703 

* 
Less than 0.5 percent. 

The questions were: "Consider ing a l l of your savings and reserve funds, o v e r a l l , 
d id you put more money in or take more money out i n the l a s t year?" (IF PUT MORE 
MONEY IN OR TOOK MORE MONEY OUT) "Was t h i s an unusual ly l a rge ( increase/decrease) 
in savings or was i t ra ther t y p i c a l fo r you?" 
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Fear of Spreading Unemployment 

When asked whether they had heard o f any recent chanqes in business con­

d i t i o n s , seven-in- ten respondents reported hearing news of changes, wi th mentions 

of unfavorable news almost 10 times more frequent than favorable news (97 versus 

10 percent) . News reported i n the May survey was dominated by mentions o f spread­

ing unemployment. During the past three months there has been a r a p i d l y growing 

awareness that the economy i s i n r ecess ion . In May 1980, 90 percent of a l l fam­

i l i e s reported current business condi t ions were worse than those a year e a r l i e r , 

up from 80 percent in A p r i l , and 67 percent in February 1980. At no time in the 

h i s t o ry o f these surveys has a greater proport ion o f consumers reported d e t e r i ­

ora t ion in business c ond i t i ons - - t he p r i o r record of 89 percent was recorded in 

February 1975. 

Business prospects f o r the next twelve months were viewed with growing 

pessimism. Bad times f i n a n c i a l l y i n the economy as a whole during the next 

twelve months were expected by a r e co rd - se t t i ng 82 percent of a l l f am i l i e s 

i n May 1980. At the most p e s s im i s t i c point i n the 1974-75 r eces s ion , 70 per­

cent expected bad times f i n a n c i a l l y i n the economy as a whole. Unfavorable 

expectations have increased s i g n i f i c a n t l y s ince February 1980, going from a 

major i ty view (67 percent) to a more nearly consensus view (82 percent) . 

Long-term business prospects a l so remained qu i te p e s s im i s t i c , as 71 percent 

of a l l f ami l i e s i n May 1980 expected bad times f i n a n c i a l l y during the next 

f i v e years i n the economy as a whole, up from 61 percent i n February 1980. 

Sharp increases i n p e s s imi s t i c business expectations were due to 

heightened fears o f unemployment. In the May 1980 survey, 72 percent expected 

unemployment to increase during the next y ea r , up from 62 percent i n A p r i l 

and 46 percent i n February 1980. At i t s worst i n the 1974-75 r ecess ion , 63 

percent of a l l f ami l i e s expected increased unemployment, s i g n i f i c a n t l y fewer 

than the 72 percent recorded in May 1980. 



Pr i c e and In teres t Rate Expectations Moderate 

In the May 1980 survey, i n t e r e s t rates were expected to dec l ine i n the 

year ahead by the major i ty of a l l respondents. O v e r a l l , j u s t 26 percent reported 

that they expected i n t e r e s t rates to i nc rease , down from 56 percent i n A p r i l 1980, 

and 71 percent i n March 1980. For the f i r s t time s ince February 1975 (when 53 

percent expected i n t e r e s t ra te d e c l i n e s ) , a major i ty (52 percent) expect i n t e r e s t 

ra te d e c l i n e s , up from 24 percent i n A p r i l , and 10 percent i n March 1980. The 

recent monetary p o l i c y announcements i n November of 1979 and March of 1980 have both 

l ed i n the f o l l owing several months to reduct ion i n i n t e r e s t ra te expecta t ions . 

P r i ce expectat ions were a l so markedly lower i n the May 1980 survey. Over­

a l l , consumers expected p r i c e increases to average 8.2% during the next twelve 

months, down from 11.1% i n A p r i l 1980, and 12.0% i n March 1980. During the past 

three months, the p ropor t ion of respondents who expect i n f l a t i o n to average 10% 

or more f e l l from 50 percent i n February to 35 percent i n May 1980. 

When asked whether i n f l a t i o n or unemployment was the more ser ious problem 

facing the n a t i on , a near-even s p l i t i n op in ion was recorded i n the May 1980 

s u rvey—in f l a t i on was thought more ser ious by 43 percent and unemployment was 

reported being more ser ious by 40 percent. This represents a s i g n i f i c a n t s h i f t 

i n o v e r a l l op in ion from p r i o r surveys, when i n f l a t i o n ra ther than unemployment 

was chosen as the more ser ious problem by a margin of 68 to 24 percent i n Febru­

ary 1980, and 68 to 18 percent i n May 1979. 

In the May 1980 survey confidence i n government economic p o l i c y to combat 

i n f l a t i o n and unemployment returned to the low l eve l s f i r s t recorded i n mid-1979. 

Among a l l f a m i l i e s , 45 percent f e l t the government was doing a poor j o b , up 

from 31 percent i n January 1980 and comparable to the high of 48 percent recorded 

in J u ly 1979. Just 5 percent of a l l f am i l i e s i n May 1980, as we l l as i n J u l y 

1979, f e l t that the government was doing a good job i n combating i n f l a t i o n or 

unemployment. 

Unfavorable Buying A t t i t udes Reach New Record Levels 

Unfavorable a t t i t udes toward buying condi t ions for household durables 

and houses reached new record l e v e l s i n the May 1980 survey. Among a l l fami­

l i e s , 58 percent f e l t buying condi t ions f o r household durables were unfavorable 

i n May 1980, s i g n i f i c a n t l y above the p r i o r record l e v e l s of 41 percent i n 

October-November 1970, and 35 percent i n October-November 1974. In both the 

A p r i l and May 1980 surveys, 74 percent of a l l f ami l i e s rated buying condi t ions 
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fo r houses as unfavorable, somewhat above the p r i o r record l eve l o f 71 percent 

recorded i n October-November 1974. Unfavorable a t t i t udes toward buying cond i ­

t ions for v eh ic l e s were held by 61 percent of a l l f am i l i e s i n May 1980, near ly 

equal the record l e ve l of 62 percent recorded i n October-November 1974. 

Unfavorable a t t i tudes toward buying condi t ions for household durables 

have doubled i n Frequency dur ing the past three months, going from 26 percent 

in February to 58 percent i n May 1980. S i m i l a r l y , the proport ion ho ld ing favor­

able a t t i tudes toward market condi t ions for durables dec l ined from 60 percent 

i n February to 35 percent in May 1980. A major reason underlying t h i s s h i f t in 

opinion was t i g h t c r e d i t cond i t ions and high i n t e r e s t r a t es . Among a l l respon­

dents, 28 percent mentioned c r e d i t condi t ions when exp la in ing why they f e l t 

buying condi t ions were unfavorable , up from 9 percent in February 1980--pr ior 

to the March c r e d i t po l i cy announcement. In a d d i t i o n , the appeal of b uy - i n -

advance r a t iona les continues to d im in i s h , w i th j u s t 23 percent mentioning t h i s 

r a t i ona l e in May, down from 33 percent in February 1980, whi le postponement 

due to high p r i ces rose in frequency from 16 percent in February to 34 percent 

in May 1980. 

The dec l ine in a t t i tudes toward buying condi t ions for veh ic les 

accelerated during the past several months. In May 1980, 61 percent of a l l 

f ami l i e s rated buying condi t ions for veh ic les as unfavorable, up from 45 percent 

i n February 1980. The sharp increase i n unfavorable a t t i t udes was mirrored 

by the increase i n mentions of high i n t e r e s t rates and t i g h t c r e d i t c ond i t i ons . 

In the May survey, 29 percent o f a l l f ami l i e s mentioned c r e d i t considera t ions 

when exp la in ing why they f e l t buying condi t ions for veh ic les were unfavorable , 

more than twice the 14 percent recorded in February 1980. I t should be noted, 

however, that c r e d i t considera t ions have s i g n i f i c a n t l y affected a t t i t udes toward 

market condi t ions for veh ic les s i nce November 1979, when 18 percent mentioned 

these considera t ions when eva lua t ing marketing c ond i t i on s . In comparison wi th 

a year ago, j u s t 6 percent of a l l f am i l i e s mentioned c r e d i t when evaluat ing 

veh ic le market cond i t ions . Buy-in-advance psychology held p r a c t i c a l l y no 

appeal i n May 1980 (8 percent) compared w i th the dominance of postponement i n 

react ion to high p r ices (30 percent) 

• * * 

The May 1980 survey included 703 completed in terv iews conducted between A p r i l 21 
and May 21, 1980. " 


