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Abstract

The news media affects consumer attitudesrbggssingand relaying relevant social,
political, and economic informatiofthrough an experimental survey designed to capture
consumer sentiment and expectatiohs paper provides insight intthe direct effects of
eonomic news on these variablesrtfhermore, this research examines how rfiedi
expectationgffectconsumption decisions in a simulated purchase environment. Results indicate
a relationship between the economic news participants receive and individual measures of
consumer expedians; yet, survey results suggest only a marginal;significant relationship
between sentiment and economic news. The data also shows that a relationship exists between
consumer sentiment and purchase decisions in a simulated durable goods markeerHowe
survey results do not suggest a correlation between economic news and consumer purchase

decisions.
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I. An Overview of the Rolke of the Media in Economic Behavior

The role of media has been studied in terms of its effects on economic development
(Coyne and Leeson 200Bjankovet al2001), government accountability (Stiglitz 2002),
consumer sentiment (Doms and Morin 2004), political outcomes (Behr and lyengar 2001), and
overcoming public choice problems (Sen 1999). This body of research offers many conclusions,
but all supporbne unified ideaknowledge is powelln some respectbetterinformed
individuals lead to a better society. However, there is a point where information and the market
structures through which it is distributed can be misleading and detrimental to ¢nal gen
welfare of American society. Research on consumer expectations of the economy and their
relationship to economic reporting by mass media is limited. Furthermore, little research has
investigated the way those modified expectations translate intoroptisn decisions.

The foundations of political philosophy and regulatory policies in the United States
strongly support the theory that in competitive news markets the truth will prevail. However, a
great deal of research has questioned this theory. @he@vious consequences of a
competitive market structure in which truthful information is provided by organizations that seek
to maximize profits through increased readership and viewerstilgle the competitive
structure provides encouragement fottiful information, it also incentivizes embellishment and
sensationalism. As Prat and Stromberg (2005) note, firms who are insulated from the product
market, such as the BBC and NPR, are often viewed as particularly informative and trustworthy.
Even in tle presence of competition, Schauer (1986) shows that prevalent false conclusions and

misrepresentations in the media can be maintained for extended periods of time, with no

! The consequences of demattiven bias are specified by Gentzkow and Shapiro (2008). These consequences

include: distorted information to favor consumerds pri

create a more interésg) story (sensationalism bias).



apparent remedy. Furthermore, as Mullainathan and Shleifer (2005) show, incarapetiton
in the news market can support demdanigen bias by allowing consumers to easilyself
segregate, and avoid information contradicting their prior beliefs. The effects of these issues are
immediate in terms of political discourse, but the imp&obt so clear in economics.

The research of Doms and Morin (2004) indisatstances when the tone and volume of
the mediabds coverage of the economy differs f
indication of the presence of this discrepancy ap par ewotr d ni nndheex A Rpubl i s
The EconomistThis index is solely designed to represent the number of articles containing the
wor d fr e deedVashiogton PoshdThe New York Timeélthough the index is a very
basic measure of tlreconomic sentiment expressed in the media, it indicates specific periods in
which the information provided by these publications differs from the actual state of the
economy. Doms and Morin note that peathkas i n th
the peaks during the early 198006s. As the eco
comparatively worse than decline in the early
unclear’ This paper argues that the potential presence of suchpiscies have implications
for consumer confidence and consumer expectations. Doms and Morin challenge future research
with an i mportant question whi c hindacbdieectpoaper s
sentiment have any meaningful impactenenomi ¢ acti vity?o6 (Doms and

The Survey of Consumers emphasizes the importance of consumer saving and spending
practices and their role in the national economy. Katona (1975) holds that consumer sentiment is
designed to capture theygsological motives which affect consumption behavior. Specifically,
the index is expected to represent a gener al

sentiment influences discretionary, infrequent, and planned purchases. The Survey responses

2 See Appendix Afor R-Word Index.



used to calculate indices designed to measures consumer expectations on a national scale and to
empirically represent consumer expectations for applications in econometric models. Because
several studies have found a relationship between sentimeabvasgimption, the Index of

Consumer Expectations is included in the Leading Indicators Composite Index published by the
Bureau of Economic Analysfsin this analysis of the relationships between economic

information expressed in the media and consumeabeh we use elements of the Survey to
empirically represent expectations in light of economic news.

Matsusaka and Sbrodone (1995) find evidence of a significant relationship between the
Index of Consumer Sentiment and GDP. Their estimates indicatestiasgdn 13% and 26% of
variation in GDP is attributable to variations in consumer sentiment. As household consumption
is a significant portion of GDP in the United States, this conclusion supports the idea that
sentiment impacts consumption. Based onrésgsarch and previous research regarding the
relationship between the media and consumer sentiment , as well as consumer expectations, there
is support for a relationship between the news media and consumer purchase decisions.

Current literature still prades mixed evidence about how consumer sentiment and
economic expectations are formed; this study seeks to add information to this body of research
by testing for the presence of a direct relationship betweenomic newand consumer
confidence. As Domand Morin (2004) note, the relationship between economic information
provided by the news media and the formation of consumer sentiment is logical based on the
high costs of forming economic expectations through alternative M#ehat remains unclear

about this conclusion is how consumers alter their expectations in light of information gleaned

3 After controlling for potential confounding factors Carrol, Fuhrer and Wilcox (1994) find that there is a

relationship between consumption and sentiment as well as economic expecReicently, similar results were

found by Souleles (2004).

* Alternative means include forming expectations based on limited personal experiences or by obtaining, processing,
and analyzing raw data and government reports such as the monthly industii@tiproreport.



from the media and what economic impact this may have. The question this research asks is: Do
consumers alter their expectations in a direct manner accordimigptmation provided by the
media; in essence, can the media directly alter consumer sentiment and economic expectations?
If so, do these modified expectations have a meaningful impact on consumer purchase decisions?
Prior research has examined the rela&idni p bet ween t he medi ads r
conditions and consumer confidence in a tsedes format at the aggregate level. While the
conclusions indicate that there is a relationship, they fail to transcend the gap and show what
effects this may havon consumption decisions. This study examines the preceding questions
through an experimental survey format. This investigative method allows for a closer
examination of individual level effects of economic news on consumer sentiment and
expectations. Téexperimental design also permits a controlled manipulation of the economic
information provided by the media. In manipulating the news stimulus that the participants are
exposed to, a crosectional analysis permits the comparison of responses fronstaacius
group. The relationship between the media and sentiment is assessed acraésiémsens.
First, | examine the differences in individual level responses, across stimulus groups, to
guestions designed to measure consumer sentiment and ecempegtations. &ond, | look at
the impact of consumer sentiment and consumer expectatiammsamption decisions within a
simulaed durable goods markdthird, | examine the relationship between the media stimulus
groups and participant consumption igemns within a simulated durable goods market.
Results indicate a significant relationship between economic news and consumer
expectations. However, the data suggests only a marginal relationship between consumer
sentimentand economic news. Participaasponses showralationship between purchase

decisions within a simulated goods market and individual level measures of consumer sentiment



and expectations. Survey data does not suggest a relationship between economic news stimuli

and consumer purchasedisions.

Il. Literature Review

Doms and Morin (2004) analyze the relationship between the tone and volume of
economic reporting relative to the actual prevailing economic events. Their findings indicate that
there are periods in which the volume of mmmic reporting is not consistent with actual
economic effects; during these periods, consumer sentiment deviates from what economic
fundamentals suggest. Their research applies vector autoregressive models to examine the
dynamic relationship between conser confidence and a s@bnstructed composite news
index. Doms and Morin find that upon controlling for the current and forecasted state of the
economy, a 1 percentage point increase in their index of articles which mention the word
A Reces s i oatedwith &0.182psrcentage point decline in the Index of Consumer
Sentiment. Similarly, the data indicates that a 1 percentage point increase in their index of

articles which mention the word ALayoffo is

the Index of Consumer Sentiment. This relationship between the media and consumer sentiment

is particularly important because other studies have found a connection between consumer
sentiment and aggregate consumption expenditures.

Carroll, Fuhrer and Vleox (1994) examine the explanatory power of consumer sentiment
on consumption behavior in the United States. By some estimates, household consumption in
the US accounts for approximately 65% of national GDP fluctuations; therefore, small changes
to houséold consumption have major macroeconomic implications. Their findings indicate that
lagged values of consumer sentiment explain approximately 20% of the variation in durable

goods consumption between 1972 and 1992. Consumer sentiment as a contemporaneous

8
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indicator of consumption lends evidence to traditionally accepted permanente models of
consumption. These models hold that consumpti
over their lifetimes; to that end, current spending would fully refitimistic or pessimistic

future income expectations. Yet, the effectiveness of consumer sentiment as a predictive

indicator undermines the permanamtome model of consumption. These findings could

suggest that changes in consumer sentiment and eaoegp@ctations independently impact

economic outcomes.

After the 1992 presidential election, theories surfaced which charged the national media
outl et s -rweiptor tGonwedr t he negative economic condi
of the incumbent political party. Goidel and Langley (1995) investigate these charges by
examining the role of media in economic and political outcomes. Their research looks at both the
independent effects as well as theatharccuracy o
relation to real changes in economic conditions. The study creates a monthly index of the
number and general tone of articles devoted to the economy found on the front padéeof the
York Timedrom 1981 1992 The research findings indicate tle@bnomic evaluations are
influenced by both real economic conditions and by economic news coverage. Regression
analysis results show that each additional negative article is associated with a 0.5 percentage
point decrease in the Index of Consumer Sentiniéreir research also shows that increases in
aggregate economic evaluations are not associated with the appearance of positive news articles.
Conclusions indicate that, by highlighting negative economic conditions, media coverage of the
economy may makine public more pessimistic in their future economic evaluations.

Thoop (1992) examines the causes and effects of consumer sentiment. One interesting

finding of this research indicates an element of consumer sentiment overlooked by Doms and



Morin (2004) ad Goidel and Langley (1995). Thoop finds that deviations in consumer sentiment
noted in 1991 do indeed differ from what economic fundamentals may suggest. By examining

the rootmeansquared forecast errors of consumer sentiment on durable goods purtisases,
research indicates that because sentiment is a psychological indication of consumer attitudes, this
deviation may be related to the escalation of the Gulf War. His findings show that when

sentiment and economic fundamentals diverge, consumer sp@mdihgable goods tends to

follow sentiment. These findings show that major economic and political events alter

expectations of economic conditions relative

o

findings indicate that -edtimentamgconSumerrexpectationsi me s
function as effective measures of househol do
buy major household items.

Information theory plays a significant underlying role in this research. The theory of
rationalexpectations and the assumption that individuals code macroeconomic information
efficiently provide a framework for this analysis. To say that individuals code information
efficiently is not to say that coding is free of idiosyncratic bias; rather, isagates individual
responses to market signals based on internal processing constraints. As Sims (2003) proposes
in his theory of rational inattention, the stochastic components of information coding arise from
coding inaccuracy or the need to approxendétailed information with simpler approximations.

To the degree that requirements of individual level coding are similar, individuals rely on
common sources of coded information. My research employs one of the most popular

information coding mechanismsewspapers’

® Blinder and Kreuger (2004) find that the most popular sources of economic information in the United States are
television and newspapers respectively.
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Newspapers provide readers with an information coding service based on the content,
placement, size, tone, and volume of information on a given topic. Referencing Sims (2003),
consider the following example: Newspapers regularly publishurgggelds in a similar
location within the publication; many readers often overlook these figures and therefore make no
behavioral adjustments. However, if the New York Times prints a-fragé article entitled,
ATEN YEAR TREASURY NOTES IHN DEKIA®HEEST 5YI2Bd, ® t h
placement, tone, and volume of information about this commonly available figure could elicit an
uncommon behavioral response. Through this channel of information processing and coding,

newspapers affect behavioral responses to esmnaformation.

ll. Methodology

| conducted a controlled experiment to test the direct effects of economic news on
consumer sentiment and expectations. The experiment permitted the comparison of changes in
consumer sentiment and expectations basedeoprésence of what participants deemed, as
positive, negative, or neutral economic news stimuli. Furthermore, this format allowed for a

closer examination of the impact of modified expectations in a simulated purchase environment.

A. The Survey

In thisexperiment, measures of consumer sentiment and consumer expectations were
observed and consumer purchase decisions of durable goods were simulated based on the
likelihood of purchase and willingnesspay in a stimulusdased decisiotask. A sample of 366
volunteers, of which 340 provided complete responses, participated in the experiment. The

experiments were created online and taken by individuals representing the average consumer

11



population® Each participant took only one variation of the survey anidiweknowledge of the
other variations.

Slama and Tashchian (1985) specifically identify sex, education, income and stage of
family life cycle as factors affecting involvement in purchasing activl#gsed on this result|/la
participants were asked swcioeconomic background question targeting gender, age, income,
education, employment status, and homeownership status.

Participants were theandomly redirected to one of three possible surveys. Each survey
was identical in terms of the questions 8ififtered only by containing a positive, neutral, or
negative economic news article. As a manipulation check, a question asking participants to judge
the economic outlook represented in the article as negative, neutral, or positive followed every
stimulus.After answering this question, participants were then asked to respond to five questions
to calculate a representative measure of consumer sentiment and consumer expettations.

Index of Consumer Sentimértnd the Index of Consumer Expectatibae taditionally

calculated as point estimates based on binary outcomes, which do not permit statistical analysis
in a crosssectional framework® Therefore, this study measures consumer confidence and
expectations based on scaled responses. The responseemessiscale applied is a seven

point Likert scale. This scale was chosen based on research literature in the field of applied
psychology by Symonds (1924), and Lissitz and Green (1975). Their analyses indicate that a

sevenpoint scale reflects an optimalimber of points for participants to assess a stimulus.

® The survey was created and hostedhatv. DugEconSurvey.com

" See Appendix B1 forapresentative consumer sentiment questions.

8 The Index of Consumer Sentiment is calculated based on participant responses to questions 1 through 5
represented in Appendix B1.

° The Index of Consumer Expectations is calculated based on responses tmg@sirough 4 represented in
Appendix B1.

19See References: Curtin, Richard T. for index calculation procedure resource.
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Participants were then asked to answer eight questions designed to simulate purchase
decisions. Based on the results of a pretest,dotablegoods were selected for the final
controlled experimenE&ach of the selected items is free of any obvious brand affiliation to
minimize confounding preferences. Two of the goods, a refrigerator and cooking range, were
chosen to represent necessaagic durable goods purchases. The second pair of goods, a fl
screen television and a portable GPS, veti@sen to represediscretionary durable goods
purchases.

In four of the questions, participants were asked to indicate their likelihood of purchase
based on a seveoint Likerttype scale for each of theidble goods. Participants were
provided with an image of the item, the market price of the good and two general qualities about
the product. These general product attributes were chosen based on survey research by Sweeny
and Soutar (2001) indicating thdurable goods consumption value is most commonly explained
by consumers as aspects of brand attributes suabl@s looks, perceived comfort, features,
price andreliability. | examine likelihood of purchase as a measurable aspacboSumed s
purchag decisiorbased on research by Infosino (1986). His research interprets likelihood of
purchase as a monotonic transformation of value whkisimply represented as a pdietween
thespecified range provided to the participant. Furthermore, his resaotines likelihood of
purchase based on a similar Likegpetenp oi nt scal e. I nfosinods rest
of purchase functions as a reasonably accurate predictor of new product sales across customer
and product price segments.

In the net four questions, participants were asked to indicate the maximum price they
would be willing to pay for the same set of durable gdddfgillingnessto-pay is modeled as

one aspect of a consumers purchase decision based on prior marketing researchgettasini

1 See Appendix B2 for simulated consumer purchase decision questions.
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measure. Appelbaum and Laitinen (1979) define willingitegsmy (WTP) as the maximum
amount of money a consumer would be willing to pay for a product. By investigating WTP, my
research attempts to exploit one of the foundational assumptions afe¢asure; WTP is
stochastic at the i1individual l evel . This indi
financial sentiments at the time of observation. While proper measures of WTP are still debated
in current marketing literature, this paper appbesimple opeended response method. This
specific method was chosen based on the research of Donaldson, Thomas, and Torgerson (1997).
Their analysis indicates that a payment scale approach to eliciting WTP may be more accurate in
terms of internal validy; however, this method introduces a significant range bias generated by
the selection of values presented to respondents.

The randomly assigned stimuli were experimentally designed newspaper affiaes.
simulate a realistic environment, each artweless designed to appear as though it was from a
reputable news source. Immediately following the stimulus, participants were asked to judge the
economic outlook portrayed in the article they had just read. Response options were based on a
sevenpoint Liket scal e ranging from AStrongly positiyv
indicate that 92.7% of respondents exposed to the positive stimulus judged it to be positive; of
thoseexposed to the negative stimulus, 89.9% founad Iite negative; and 824of respondents

exposed to the newat stimulus judged ito be neutral.

B. Hypotheses
First, following the findings of Doms and Morin (2004), | hypothesize that consumers
adjust their confidence and economic expectations according to the inforprawted in the

media. | expect to find that individuals exposed to the positive media stimulus will respond with

12 5ee Appendix B3 for experiment stimuli.
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higher relative measures of consumer sentiment and economic expectations. Similarly, | expect
inverse findings for those exposed to the negadtimulus.

Second, based dhe findings of Carrolet al(1994) and Thoop (1992), | hypothesize
that consumer sentiment and economic expectations will impact participant consumption
decisions within the simulated durable goods market. Theory inditatie®®wer measures of
consumer sentiment and economic expectations will be associated with a lower likelihood of
purchase and a lower willingness to @ayoss the set of durable goods. Likewise, | expect to
find that higher measures of consumer senttraed economic expectations are associated with
a higher likelihood of pichase and a higher willingness to pay

Lastly, in combining theimdings of Doms and MorirCarrolet al, and Thoop]|
hypothesize a relationship between the economic news arsibtdesanade within the simulated
durable goods market. Specifically, | theorize that groups exposed to the positive media stimulus
express a higher likelihood of purchase, and a higher wiisgo pay across the set of durable

goods.

I1l. Models

Initial univariate tests were conducted on the sample population to ensure that any
potential covariate demographics were not statistically different between stimulus Yroegs.
results indicate that demographic compositions between stimulus groups aegistatedly
different and therefore permit a comparative analysis.

For calculation purposes, participants responded to consumer sentiment and economic

expectations questions on a sepemt likert scale. Participant responses to each question are

13 See Appendix C1 founivariate test results
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measued on a full continuum ranging from3#®, wher e fAStrongly agreeo

and AStrongly dis&8greeod is represented by

A. Analysis of Variance for Differences between Stimulus Groups

In order to test the differences in participant respottsesnsumer sentiment and
economic expectations questions across stimulus groups, we first conduct an analysis of variance
test to determine if the responses are statistically different at the chosen level of significance
(a =0.05). Resllts were then subjected to a pbstc Tukey pairwise comparison test to
determine which groups issued significantly different responses.

To support the prior assumptions required by ANOVA testing procedures, robust equal
variance tests were conductedammsumer sentiment and expectation variables across stimulus
groups™* Test results indicate that variances between groups are not statistically different and
therefore permit ANOVA testing procedures.

| estimate the following analysis of variance model:

Yi =M +&, L)

Table 1 Variable Definitions

Individual consumer sentiment (consumer expectations) response as a total score
yi,- five (three) questions asked

m Mean for group (negative, neutral, positive)

B. Logistic Regression for Modeling Likelihood of Purchase
Before analyzing the results of participan

corresponding categorical responses were restrictgédalapsed into two. Likelihood of

14 Se Appendix CZor Robust Tests of Equal Variance
16



purchase iIis represented as a binary outcome,
agreeo, fAagreeo, and fAsomewhat agree. o0 Likewi
di sagreeo, Mddmawhaeteodi saaaglr ee. 0 As the respons:c
was not indicative of any direction in terms of likelihood of purchase, when analyzing likelihood

of purchase across the array of durable goods, | restrict my analysis to individuals whose

responses fell into the 0 or 1 categories indicated above.

| examine the impact of consumer sentiment on likelihood of purchase based on the
research of CarroBt al (1994) which suggest a relationship between consumer sentiment and
consumption expendites in the United States. | also separately examine consumer expectations
based on the research of Thoop (1992) and based on the fact that the Bureau of Economic
Analysis includes this variable in their composite index of leading economic indicators.

As consumer sentiment is a superset of consumer expectations, including both individual
measures in the same model woulddowble u nt , or wei ght, the effect
economic expectations. Based on this fact, | analyze the effects of consumeeseotim
likelihood of purchase across the array of durable goods and then separately analyze the effects
of economic expectations on likelihood of purchase across the same set of durable goods.

The logistic regression procedure applieth@ésed on priorasearch of Guadagni and
Little (1983) and based on the nature of likelihood of purchase as a binary dependent variable.
Results from this analysis allow for an estimate of the probabilistic impact of relative measures
of consumer sentiment and expectatj@swell as economic news, on participaatgpressed
tendencies towards purchases across an array of durable goods.

The applied methodology for selecting the best model to examine the effects of

sentiment, consumer expectations, and the media stinsuirsilar to a stepwise regression

17



procedure. To control for any potential confounding variables, initially any potential covariates
included in the survey are included in the logistic regression moBaked on the relationships
between covariates andetBignificance of a given covariate within the model, coefficients are
dropped to estimate the following clear and parsimonious model.

| estimate the following logistic regression model:

ea+ K + by wip Ab g + e

P( yu) = g|_+ e Ly + D P AL+ )

Table 2.Variable Definitions

Y, Binary likelihood of purchase: 1 representing Likely; O otherwise

Expressed Consumer Sentiment

Media Stimulus: 1 represent i gepréeitiogsi t
i ANegativeo

Ordinal Expressed Income: $10,000 increments; where $150,000 is upper limit

Participant Age

C. Ordinary Least-Squares Regression for Modeling Willingness -to-Pay

Similar to the m#hodology applied in choosing the estimated logistic regression model,
each potential confounding covariate is initially included in an estimated ordinargdgmses
regression model, where the maximum price participants are willing to pay is the elgpend
variable'® Based on the relationships between covariates and the significance of a given
covariate within the model, coefficients are dropped to estimate the following clear and

parsimonious model.

15 Appendix C3 Potential covariate logistic regression model
16 Appendix C4: Potential covariate linear regression model
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| estimate the following linear regression model:

P=a +/G +bi H6 &L 3)

Table 3. Variable Definitions

P Maximum price willing to pay across the index of durable goods
|
C Expressed Consumer Sentiment
|
M. MediaStimulus 1 representing A Posi-1represeating O
' ANegativeo
| Ordinal Expressed Income: $10,000 increments; where $150,000 is upper limit
|
G. 1 representing AFemaleo; 0O otherwise
|

V. Results

This analysis attempts to empirically test the hypothesis that economic news directly
affects individual measures of consumer sentiment and economic expectations, as well as the
hypothesis that those modified expectations affect consumptionatecisia simulated

consumer purchase environment.

A. Analysis of Differences in Sentiment and Expectations

Table 3 shows the results of the analysis of variance test for consumer sentiment between
the three stimulus groups. Results do not indicate atgtatidifference in measures of consumer
sentiment between the three media stimulus groups.

The results of the estimated ANOVA model using equation (1) appear in Table 3 and Table 5.

Table 3. ANOVA test results on measures of consumeestiment

Consume Sentiment ANOVA test
Source SS Df MS F-Stat Pr>F
Model 128.07 |2 64.03 2.81 0.0618
Stimulus Group| 128.07 | 2 64.03 2.81
Residual 7686.94 | 337 | 22.80 Adj. R? Root MSE
Total 7815.01 | 339 | 23.05 0.0105 4.77

19



This result indicates i@jection of the hypothesis that economic news significantly affects
consumer sentiment in a direct manner. The ANOVA test results indicate a marginally non

significant pvalue of 0.062.

Table 4. Pairwise comparison test on measures of consumesrgiment
Consumer Sentiment Pairwise Comparison

Group 1 v. Group 2 Group 1| Group 2 _Mean Ho_nest Statistical
Mean Mean | Difference| Difference Test
Positivev. Negative -0.748 | -2.125 |1.147 3.068
Positive v. Neutral -0.748 |-1.917 |1.313 2.605
Negative v. Neutral -2.125 |-1.917 |0.166 0.462
Harmonic Mean Sample Size Studentized Critical Value
113.18 3.329

Post-hoc analysis results shavmean difference of 147 index points between the positive and
negative stimulus groups. However, this result does not indicate a statistical difference between
groups at the chosen significance level. In terms of the mean expressed consumer sentiment
within groups, these relis are directionally consistent. While all groups express negative
measures of sentiment on average, results show the mean of the positive stimulus group to be
greater than the mean of the neutral stimulus group. Likewise, the mean of the neutral stimulus
group is higher than the mean of the negative stimulus group. Nevertheless, given the chosen
procedure, the data does not indicate a statistical difference in expressed sentiment between
stimulus groups.

As shown in Table 5, ANOVA test results suggestadistical difference in measures of

consumer expectations between stimulus groups.
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Table 5. ANOVA test results on measures of consumerectations

Consumer Expectations ANOVA test
Source SS Df MS F-Stat Pr>F
Model 118.32 |2 59.15 5.13 0.0064
Stimulus Group| 118.32 | 2 59.15 5.13
Residual 3888.65 | 337 | 11.53 Adj. R? Root MSE
Total 4006.97 | 339 | 11.82 0.024 3.39

Table 6. Pairwise comparison test on measures of consumexrpectations
Consumer Expectations Pairwise Comparison

Group 1 v. Group 2 Group 1| Group 2 _Mean Ho_nest Statistical
Mean Mean | Difference| DifferenceTest
Positive v. Negative -0.210 |-1.357 |1.147 3.592*
Positive v. Neutral -0.210 |-1.523 |1.313 4.111*
Negative v. Neutral -1.357 |-1.523 | 0.166 0.519
Harmonic Mean Sample Size Studentized Critical Value
113.18 3.329

Test results show a difference in eegsed economic expectations between positive and

negative, as well as positive and neutral stimulus groups. Similar to the expressed measures of
consumer sentiment, all groups express negative measures of economic expectations. The data
indicate that theconomic expectations expressed by the positive group are on average 1.15

points geater than the averageeasures of economic expectations expressed by the negative

stimulus group. Likewise, economic expectations within the positive stimulus group are on

average 1.31 points higher than those of the neutral stimulus group. Test results indicate no
statistical difference between negative and neutral stimulus groups. Given that 87.3% of survey
participants interpreted tfnengrsarurdicatidnthathe mul us
information contained within the negative reestimulus was ndtifferent from the survey

participantdéds prior perception of the prevail
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As previously stated, the U.S. Bureau of B@mmic Analysis includes the Index of
Consumer Expectations in its leading economic indicators composite index. Given that this
research result indicates a direct relationship between the information provided by the media and
survey participant responsesmeasures of consumexpectations questions used to calculate
the Index, one interpretation of this result also suggests that the media may have significant
power in affecting the economic forecasts of the Bureau of Economic Analysis. To the exte
that those forecasts are accurate, these results also suggest that media may have significant
power in determining economic outcomes.

Consumer expectations are a subset of coasgentimentsoit is not intuitively clear
why the datasuggests a significant difference in consumer expectations between stimulus groups
but not consumer sentiment. One possible interpretations of this result is that economic news
exerts no influence on retrospective or contemporaneous economic evaludtmnseasure of
consumer expectations is strictly prospective in nature; therefore, the data may suggest that
economic news has a greater influence on what people believe is going to happen, rather than a
combination of what has, what is, and what will hap@milarly, the variancessociated with
the extra two questions contained in the measures of consumer sentaydeat themain factor

leading to the result of a nagignificant difference.

B. The Impact of Consumer Sentiment, Consumer Expectations, and

Economic News on Likelihood of Purchase

These results show the impact of consumer confidence, economic expectations, and the
economic news on consumer likelihood of purchase decisionsaitimulated durable goods
market. To promote clarity, logistic regression results for models containing consumer sentiment

as an independent variable are displayed and corresponding results containing consumer
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expectations as an independent J@dareavailable in Appendi1. The general trend

indicates that consumer sentiment and consumer expectations behave similarly in each
regression model. The effect of the narrower variability within consumer expectations leads to a
significant effect, but a geger magnitude of effect.

The results of the estimated logistic regression model using equation (2) appear in Table 7.

Table 7: Estimated Logistic Regression Model, Consumer Sentiment

a+ 4G + My wip ML +e
P(y;)=——
y” N 4+ ea+ BCy + BN Hp ALy + i P(elj ¢ p -
& L
j Refrigerator Cooking Range Television GPS
Coefficient
Estimate -0.953 -0.211 -0.649 -1.659
Robust S.E. 0.490 0.496 0.487 0.565
a (P-Value) (0.052) (0.671) (0.183) (0.003)
Odds-Ratio (N/A) (N/A) (N/A) (N/A)
b Estimate 0.068 0.064 0.101 0.078
1 Robust S.E. 0.026 0.027 0.026 0.028
(P-Value) (0.009) (0.017) (0.000) (0.006)
Odds-Ratio 1.071 1.066 1.106 1.081
b Estimate -0.376 0.037 -0.015 0.092
2 Robust S.E. 0.152 0.152 0.154 0.161
(P-Value) (0.013) (0.808) (0.922) (0.566)
Odds-Ratio 0.686 1.038 0.985 1.096
b Estimate 0.125 0.111 0.059 0.033
3 Robust S.E. 0.029 0.029 0.030 0.032
(P-Value) (0.000) (0.000) (0.049) (0.308)
Odds-Ratio 1.133 1.118 1.060 1.033
b Estimate 0.000 -0.014 0.019 0.012
4 Robust S.E. 0.009 0.009 0.009 0.010
(P-Value) (0.99) (0.13) (0.051) (0.23)
Odds-Ratio 1.000 0.986 1.019 1.013
Pseudo R? 0.0698 0.0573 0.0496 0.0281
Wald c¢? 27.78 22.05 20.34 9.54
P-Value (0.000) (0.000) (0.000) (0.048)
( ¢*-Statistic)
N 301 287 300 292

Logistic Regressiowith Robust Standard Errors
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The above estimates @ suggest a significant relationship between consumer sentiment

and participantdés expressed |ikelihood of pur

estimates ob, do not indicate a significant relationship beem media stimulus and likelihood

of purchase across the selection of products.

For clarity of interpretation and comparative purposes, | estimate the effects of consumer
sentiment and consumer expectations on likelihood of purchase based on valuesavhich
equivalent to exactly 16of the maximum possible variation in these measures; therefore, |
examine these measures in 5 and 3 point changes respecfively.

Due to the complicated nature of logistic regression interpretation where ordinal and
continuous variables are present, estimated odds are calculated based on median measures of
income ($80,00€689,999, representing 9 on the ordinal scale), median age (45), median media
stimulus (0), and median consumer sentimet)t Assume these values argkgd unless
explicitly stated in the interpretatidfi.

Refrigerator. The estimate fob, suggests that for an expressed consumer sentiment of 5

points, an individual is 1.19 times as likely to indicate that they are likely thasechis item,
ceteris paribusSimilarly, for a 3 point increase in consumer expectations, under the same
conditions, an individual is 1.15 times as likely to respond that they are likely to purchase. The

estimate fow, suggestsantradictory findings to the hypothesized relationship between the

media and consuoer purchase decisions. Applyingedian measures of income and sentiment,
an individual exposed to the pos#imedia stimulughey would be approximately hat likely
to indicate that they woulde likely to purchase this iteminSlarly, an individual exposed to the

negative stimulus would be approximately 1.5 times as likely to indicate that they would be

Y For clarity, regression estimates corresponding towrnesexpectations are in Appendda.
8 For odds calulation example, See Appendd?.
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likely to purchaseceteris paribusAccording to thevalue of 6, an individual of median

household income would be approximately 8.55 times more likely to indicate that they are likely
purchase the item.

Cooking RangeThe above estimate féor shows that foan expressed consumer

sentiment of 5 points, an individual is 1.18 times as likely to show that they are likely to
purchase the cooking rangmteris paribusSimilarly, under the same conditions, a 3 point
increase in consumer expeabaws would make the individual 1.11 times as likely to indicate that

they are likely to purchase the item. Theglue associated witty, shows that there is not a
significant relationship between the media stimulus and likelihopdi@hase. The value 6f

indicates that for an individual of median household income, the individual is approximately
6.72 times as likely to respond that they are likely to purcltaseris paribus

While the regression estimatéor the refrigerator and cooking range indicate that there is
a positive association between likelihood of purchase and consumer sentiment, calculations show
that household income is a stronger influential factor in determining likelihood of purchase for
these itemsThe refrigerator and cooking range are intended to be simitarnrs of consumer
perceptionbased on thighe relationship between the news stimulus and the refrigerator is
likely spurious because it does not hold true for the range or any other products shown.

Television.The estimate o, shows that for an expressed consumer sentiment of 5

points, an individual is approximately 0.85 times as likely to show that they are likely to
purchase the televisioneteris paribusLikewise, under the same conditions, a 3 point increase

in consumer expectations shows that the individual is 0.69 times as likely to submit that they are
likely to purchase this item. Theyalue ofb, shows that there is not a ssaitally significant

relationship between the economic news particigaateive and their likelihood of purchase for
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this item. The estimate &f, indicates that for an individual of median household income, the

individual is approdmately 1.53 times as likely to indicate that they are likely to purchase,
holding all else constant. The valuetgthows that an individual of median age is
approximately 2.93 times as likely to select that they are likely to psecthe televisiorteteris
paribus

GPS The estimate ab, shows that a 5 point increase in consumer sentiment indicates
that the individual is 3.37 times as likely to indicate that they are likely to purchase this item,
ceterisparibus Similarly, a 3 point increase in consumer expectations indicates that the
individual is approximately 3.03 times as likely to show that they are likely to purchase this item.
The pvalue corresponding t, shows that theris not a significant relationship between the
media stimulus participants are exposed to and their expressed likelihood of purchase for this
item.

Across the basket of durable goods, the results of this analysis support the theorized
relationship betweeconsumer purchase decisions and consumer sentiment, as well as consumer
expectations. While past research has demonstrated this relationship strictly at the aggregate
level, survey data suggests that this relationship also consistently holds truendivideal
level. In terms of the hypothesized relationship between economic news and consumer purchase

decisions, the data does not suggesirssistentelationship at the individual level.

C. The Impact of Consumer Sentiment, Consumer Expectations, and

Economic News on Willingness -to-Pay

These results show the impact of consumer confidence, economic expectations, and the

economic news on consumer decisions regarding willingtoegay within a simulated durable
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goods market-or clarity, ordinaryleast squares reggsion results for models containing
consumer sentiment as an independent variable are displayed and corresponding results
containing consumer expectations as an independenbleaaige available in AppendB3.

The results of the estimatédearregression model using equation (3) appear in table 8.

Table 8.Estimated Impact Model, Consumer Sentiment

P=a +§C -+ ELT Y 7
Pi Refrigerator Cooking Range Television GPS
Coefficient
a Estimate 699.091 480.445 208.974 133.286
Robust S.E. 33.49 25.168 10.830 9.080
(P-Value) (0.00) (0.000) (0.000) (0.000)
b Estimate 8.860 6.291 3.246 2.527
1 Robust S.E. 2.876 2.104 0.919 0.753
(P-Value) (0.002) (0.003) (0.000) (0.001)
b Estimate -14.260 5.548 1.697 7.243
2 Robust S.E. 17.83 12.298 5.611 4,135
(P-Value) (0.424) (0.652) (0.763) (0.081)
b Estimate 15.637 9.998 1.250 1.278
3 Robust S.E. 3.356 2.540 1.030 0.805
(P-Value) (0.000) (0.000) (0.226) (0.11)
b Estimate 9.852 4.854 -7.569 -11.537
4 Robust S.E. 30.22 23.203 9.359 6.928
(P-Value) (0.745) (0.834) (0.419) (0.097)
R-Squared 0.082 0.068 0.045 0.0603
F-Statistic 8.36 6.44 4.46 5.50
P-Value (0.000) (0.001) (0.002) (0.000)
(F-Statistic)

OLSwith White Heteroskedssity-Corrected Standard Errors, n=340

Across the array of durable goods, the above estimatessafjgest that there is a
significant rehtionship betweemeasures afonsumer sentiment and consusd&villingnessto-
pay (WTP). Based on the estimateggfand their correspondingyalues, the data does not

suggest a statistically significant relationshipween the media stimul@ndparticipant®

expressed WTP.
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Refrigerator. The estimate af, suggests that every 1 point increase in consumer
sentiment is associated with an $8.86 increase in expressed WTP fefriperator. Similarly,
in regression models where consumer sentiment is replaced with consumer expectations,
estimates indicate that a 1 point increase in consumer expectations is associated with a $12.10
increase in WTPThe estimate ab, indicates that each $10,000 increase in household income is
associated with a $15.64 increase in WTIe regression results do rsafggest a significant
relationship between the media stimulus and participanfgessed WTP.
Cooking RangeThe value ob, shows that every fioint increase in theeasure of
consumer sentiment is associated with a $6.29 increase in WTP fooltiego@nge. Likewise,
everyl point increase in consumer expectations is associated wi8. &rn increase in WTP.
The variance and associategtglue corresponding t fail to indicate a significant relationship
bet ween the media stimul us ayshbwythatreveig0jogDant 6 s
increase in household income is associated with a $10.00 increase in WTP for the range.
Television.The estimate fob, shows that every 1 point increase in consumer sentiment
is related to a $3.25 increase in WTP for thevision. Likewise, running the same regression
model and replacing consumer sentiment with consumer expectations indicates that every 1 point
increase in expectations is associated with a $3.92 increase in WTRvale associated
with b, fails to indicate a significant relationship between economic news and cosSUviTér.

Contrary to the regression results of the refrigerator and cooking rangeyahespelated td,

does not suggest a a¢ibnship between WTP for this item and household income.
GPS The value ob, shows that every 1 point increase in consumer sentiment is

associated with a $2.57 increase in WTP. Similarly, results show that every 1 point iilcrease
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consumer expectations is associated with a $3.27 increase in WTP. The edtimane the

corresponding fvalue suggest a marginal relationship between the media stimulus and
consumers WTP. The value indicates that the postiveulus is associated with a $7.24

increase in WTP. Likewise, the negative stimulus is associated with a $7.24 decrease in WTP.
One interpretation suggests that as this item is a particularly discretionary purchase, while in
some sense the other produats often viewed as necessary purchases, discretionary purchases

may be specifically affected by economic news. The significanbgiotlicates a marginal

relationship between gender and WTP. Coefficient estimates indicate thadragefemales are
willing to pay $11.54 less for the GPS than males. While it is important to report the results and

interpretations ob, andb, within this model, given the chosen level of significance,daiejhe

findings as an indication of a statistically significant relationship.

Across the basket of durable goods, this analysis of willingtoegay suggests support
for the hypothesized relationship between consumer sentiment and consumer purchiases deci
In response to the hypothesis that economic news significantly affects consumer purchase
decisions within the simulated durable goods market, the data does not indicate such a
relationship. The coefficient estimates for the media stimuli do nairddir the chosen level of

significance in any of the regression models.

V. Summary of Results and Economic Implications

The results of this study suggest a different relationship between consumer sentiment and
economic news than the findings of Doms &watin (2004). Their results indicate a significant
relationship between the tone, volume, and content of economic news and consumer sentiment.

However, results from this investigative format do not indicate a statistically significant
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relationship betweeconsumer sentiment and the content of economic news. By examining this
relationship in a direct manner, the results suggest that the hypothesized relationship may be
driven by consumer expectations rather than consumer sentiment as a whole.

The empiricakesults of this study support the theories of Cagbdl (1994) and Thoop
(1992) concerning the relationship between the consumption of durable goods and consumer
sentiment, as well as consumer expectations. Results from the chosen investigative format
suggest that parts of the aggregate relationships found in prior research also hold true at the
individual level of analysis. The data suggest that when considering purchase decisions,
individuals evaluate likelihood of purchase and maximum price witbngay based in part on
economic fundamentals, such as household income, demographic characteristics, and their
general economic sentiments and expectations. This result is an indication that the relationship
between consumer sentiment and purchase desigiay be a moreindamentatelationship
than prior research results suggest.

Within a marketing framework, these results suggest that during periods of economic
dislocation, companies advertising durable goods could conduct advertising in a way that
influences consumer sentiment or consumer expectations as an effective method to support
purchase decisions. Along the same lines, in terms of the relationship between economic news
and consumer expectations, results suggest that product advertising follonatigenegonomic
news print articles may decrease the effectiveness of such advertisement.

Given the competitive structure of news media markets, in conjunction with previously
cited |Iiterature, 1t i s accepttatheleonomp suggest
increases during periods of economic turbulence. Considering that this holds true in reality,

combined with the findings of this research, there is evidence to suggest that the media may
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augment negative economic conditions by affecting wmes expectations beyond what

economic fundamentals may suggest. This conclusion suggests that by concentrating on negative
economic conditions, the relationship between the media and consumer expectations may
contribute to the paradox of thrift highligkt®y John Maynard Keynes.

Consider an example of one possible interpretation of these research results. If, in theory,
the government were able to exert some significant control over the content of major media
outl et ds cover age hesMmediuh,¢he gocemmentoguld pasdibly affecy h t
consumer expectations as a policy tool. While such a measure would likely have adverse
implications, if it were possible, the results of this research suggest that the government could
thereby influence comsner purchase decisions to stimulate or stifle economic activity. The
implications of such a measure are beyond the scope of this research and | would not advocate
any such policy tool, but it is important to consider possible implications of the dentesstra
relationship between economic news and consumer expectations.

The motivating goal of this research was to test for the presence of a direct relationship
between economic news and consumer purchase decisions within a simulated durable goods
market. Thadata suggests no such relationship within this investigative format.

One possible interpretation of this result is in the direction of influence. As Goidel and
Langley (1995) suggest, there appears to be a different relationship between increastgein pos
economic news and consumer sentiment, versus the relationship between the presence of
negative economic news and changes in consumer sentiment. Given the prevailing economic
conditions, the direction of influence on consumer purchase decisions ra@yifieantly
different during negative conditions. As economic expectations are relative measures, the current

circumstances likely have a confounding influence on any potential effects of positive economic
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news within generally negative economic cormutif. The similarities in responses to questions
between the negative and neutral stimulus groups support this interpretation.

A second possible interpretation of this result is that any effect may be primarily related
to the volume of economic reporting.line with Sims (2003), consumers derive signals from
economic news based not stigabn content, but also accordinggositioning and volume. The
results of this analysis may suggest that any of the effects of economic news on consumer
purchase deadisns may be related to the noted increases in economic news surrounding negative

economic events.

VI. Conclusions and Suggestions for Future Research

The purpose of this study was to test three research questions, in-sectossal
framework, througlan experimentadurvey design

One, do consumers adjust expressed confidence and economic expectations according to
economic news provided in the media? Survey results indicate a relationship between economic
news and consumer expectations; howeverd#ta does not suggesstatistically significant
relationship between consumer sentiment and economic news. This result suggests that the
influence of economic news primarily affects

Two, is there a relationship between purchase decisionsoasdmer sentiment, as well
as consumer expectations? The models developed within this paper suggest that consumer
sentiment and consumer expectations function similarly in consumer purchase decisions. By
modeling likelihood of purchase and willingndsspay, results suggest a fundamental
relationship between considered durable goods purchases and consumer sentiment, as well as

consumer expectations. While Carretlal (1994) find a relationship between sentiment and
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consumption expenditures, this resbardicates that sentiment actually affects coresum
purchas decisions ahe individuallevel.

Three, uniting the previous hypothesized relationships, is there a relationship between
economic news and consumer purchase decisions? Within the chosen invedtgatat, the
data does not suggest that the economic news stimuli significanict paticipant®purchase
decisions within a simulated durable goods market. In response to the motivating question
behind this researcipropome da gad eMdniucal@ffeds] D®QJ 4 )m
on sentiment have any meaningful effect on ec
The results of this analysis do not explicitly suggest a significant relationship between economic
news and consum@urchase decisions within a simulated durable goods market.

One interesting question future research should investigate are the effects of media
sensationalism on consumer sentiment or consumer expectations. The presence of media
sensationalism has bea&lentified in previous research; however, given the difficulty of
categorizing a piece of economic news as sensational above the necessary truth, it is unclear
what amount of sensationalism is currently present or what effects this may have. Similarly, a
closer examination of the effects of how major news media outlets frame economic information
is necessary for a better understanding of the true relationship between economic news and
consumer perception.

For a better understanding of the relationshgtsvben economic news reporting and its
real economic effects, it would be advantageous to conduct an analysis at the aggregate level.
The effects of economic news on consumption only provide a small subset of the potential
effects of economic news on realtcomes. Economic news may exert independent effects on an

array of factors such as consumer and business savings practices, business hiring and firing
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practices, and aggregate investment expenditdges.is difficult to separate the effects of real
eonomic factors from the independent effects of the media, a cross country analysis between
various levels of government regulation of media outlets may yield interesting conclusions about

the true relationship between economic news and actual econonocestc
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Appendix B1 : Consumer Sentiment Survey Questions
1. We are interested in how people are getting along financially these days:

Please indicate the degree to which you agree or disagree with the following
statement.

"I (and my family who live with me) are financially better off than I/we were a

year ago."
A Stroamggleys!| i ghNeliyt he rA Qlgir gretDiys a g r &renglyA A
Agree Agree nor Disagree Disagree Disagree

2. Now looking ahead:

Please indicate the degree to which you agree or disagree with the following
statement.
“Ina year fromtoday , | (and my family who live with me) will be financially better

off tha n I/we are today?"

A Str odmggleys!| i ghNdeliyt herA Rlgir getDiys a g r &rengly A A
Agree Agree nor Disagree Disagree Disagree

3. Now turningt o business conditions in the country as a whole:

Please indicate the degree to which you agree or disagree with the following
statement.
"In the country as a whole, during the next 12 months  we will have good

times financially."

A Str oAgrgel AS| i ghNeliyt herA RlgirgetDiys a g r &rengly A A
Agree Agree nor Disagree Disagree Disagree

4. Looking ahead in the  country as a whole:

Please in dicate the degree to which you agree or disagree with the following
statement.
"In the country as a whole, during the next five years _ we will have continuous good

times financially."

A Str odggleys! i ghNdeliyt h e rA Rlightlye eADi s a g r &trengly A
Agree Agree nor Disagree Disagree Disagree
5. About the big things people buy for their homes -- such as furniture, a television,

and things like that:
38



Please indicate the degree to which you agree or disagree with the following
statement.

"Generally speaking, | think now is a good time for people to buy major household

items?

A Stroamggleys!| i ghNeliyt he rA Qlgir getdi v a g r AtenglyA A
Agree Agree nor Disagree Disagree Disagree
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Appendix B2 : Simulated Purchase Decision Questions
Likelihood of Puchase Questions:

Em—
Imagine that you needed to buy a refrigerator _and you can get it in the color
of your choice

Please indicate the degree to which you agree or disagree with the following
statement.

"At a price of $928.00 (including tax, delivery, an d installation), | would buy

this refrigerator.”

Product Qualities: PRICE:

Stainless Steel $928.00

25.1 Cubic Feet Capacity

A Str cAmggleys| i ghNkithgr Agree AAS| i ghtDiys a g r StrenglyA A
Agree Agree nor Disagree Disagree Disagree
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Imagine that you needed to buy a cooking range and you have your choice of gas or
electric:

Please indicate the degree to which you agree or disagree with the following statement.
"At a price of $638.00 (including tax, delivery, and installation), | would buy this
cooking range."

Product Qualities: PRICE:

30 inch width $638.00

Gas or Electric burners

A Stroamggleys!| i ghNeliyt he rA Qlgir gretDiys a g r &renglyA A
Agree Agree nor Disagree Disagree Disagree

Imagine that you needed to buy a small television:
Please indicate the degree to which you agree or disagree with the following statement.
"At a price of $229.00 (including tax and delivery), | would buy this television."

Product Qualities: PRICE:

20 inch screen $229.00

High definition

A Str odmggleys!| i ghNdeliyt herA Rlgir gletDiys a g r &rengly A A
Agree Agree nor Disagree Disagree Disagree
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Imagine that you needed to buy a portable GPS navigator:

Please indicate the degree to which you agree or disagree with the follo wing statement.
"At a price of $212.00 (including tax and delivery), | would buy this portable
GPSnavigator.”

Product Qualities: PRICE:

4.3 inch screen 212.00

Touchscreen

A Strdmgleys! i ghNMeliyt herA Rlgir getDiys a g r &trengly A A
Agree Agree nor Disagree Disagree Disagree

Willingnessto-Pay Questions:

x
(i

E

If you needed to buy a refrigerator , whatisthe maximum price you would
be willing to pay for  the refrigerator shown above, assuming that you could

choose the color?
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If you needed to buy a cooking range , whatis the maximum price  you would
be willing to pay for the cooking range shown above, assuming that you
could choose gas or electric?

If you neededto buya smalltelevision , whatisthe maximum price you
would you would be willing to pay for the 20 inch television shown above?

If you needed to buy a stand -alone GPS navigator (i.e. a GPS that was not
part of another product), what is the maximum price  you would you be
willing to pay for the GPS navigator shown above?
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Appendix B3 : Experiment Stimuli

Positive stimulus:

Che New QJork Times

October 22, 2009

Reports Point to Economic

Expansion

By THE ASSOCIATED PRESS
Labor market and manufacturing data released on Thursday

portrayed the U.S. economy as steadily emerging from a
protracted recession.

Leading Indicators
An index of
indicalors of the Conference

Board intended to pradict overall
economic activity: 2004=100.

10 economic

104
102
1040
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08 os
JULY ALG SEPT.
+1.0% +0.4%. +1.0%

"The skeptics of our recovery found

no support in the economic indicators
today. All the signs point to an economy
that is starting to grow again,"” said
Richard Bloomington, chief global
economist at The Economic Dutlook
Organization in Princeton, New Jersey.

In a sign of recovery for the jobs market,
the number of workers filing new claims for
jobless benefits dropped to a nine-month low
last week, the U.S. Labor Department said in
its weekly report on Thursday. An Associated
Press report found that eighty-five percent of
Chief Executives at 200 of the largest U.S.
companies expect the unemployment rate to
decline steadily over the next two quarters.

Reports from the New York Federal Reserve Bank showed manufacturing
activity jumping unexpectedly, to its highest level in the past year,
on surging new orders and shipments, and rising employment.
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Negative stimulus:

€he New Jork Eimes

October 22, 2009

Reports Point to Economic
Decline

By THE ASSOCIATED PRESS
Labor market and manufacturing data released on Thursday portrayed
the U.S. economy as slowly slipping back into a protracted recession.

Leading Indicators "Skeptics of the recovery found evidence in the
economic indicators today. They all point to an

cbatin of ha Conlereiie economy that is in decline again, _sald Richard

Board intended to predict overall Bloomington, chief global economist at The

economic activity; 2004=100. Economic Outlook Organization in Princeton,
New Jersey.

An index of 10 economic

In a sign of tough times for the jobs market, the
number of workers filing new claims for jobless
benefits jumped to a nine-month high last week,
the U.S. Labor Department said in its weekly
report on Thursday. An Associated Press report
found that eighty-five percent of Chief Executives
at 200 of the largest U.S. companies expect

the unemployment rate to increase steadily over
JULY AUG.  SEPT. the next two quarters.

=1.0% =04%. -1.0%

‘08 08

Reports from the New York Federal Reserve Bank showed manufacturing
activity dropping unexpectedly, to its lowest level in the past year,
on slumping new orders and shipments, and rising unemployment.
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Neutral gimulus:
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