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Component Description

Current Economic Conditions Consumers' perception of the present state of the economy.

Future Economic Expectations Consumers' outlook on the economy over the next six months.

Personal Financial Situation Consumers' view of their financial condition compared to six months ago.

Resource: Understanding the Consumer Confidence Index (CCI)

The Consumer Confidence Index is a survey-based measure of how optimistic or pessimistic
consumers are about the state of the economy and their personal financial situation. It is typically
released monthly and is based on the responses of thousands of households. The index reflects
consumers' attitudes toward current economic conditions, their expectations for the near future, and
their confidence in making significant purchases, such as homes and cars.

What is the Consumer Confidence Index (CCI)?
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Table 1: Key Components of the CCI

How is the CCI Calculated?

The CCI is calculated by averaging the responses to several questions regarding the key components
listed above. Each response contributes to the overall index value, which is expressed as a percentage
of a baseline year (typically 1985 = 100). The index value provides an easy-to-understand metric that
can be compared over time to assess changes in consumer confidence.
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Survey Question Response Category Index Contribution

Current Economic Conditions Positive, Neutral, Negative Weighted average of responses

Future Economic Expectations Positive, Neutral, Negative Weighted average of responses

Personal Financial Situation Better, Same, Worse Weighted average of responses

Overall CCI Value - Average of the three components

Table 2: Example of CCI Calculation

Interpreting the CCI

The CCI is a benchmarked index with a value of 100 representing the baseline level of consumer
confidence. Values above 100 indicate higher consumer confidence, suggesting that consumers feel
positive about the economy and are more likely to spend. Values below 100 suggest lower consumer
confidence, indicating caution or pessimism among consumers.

CCI Value Range Consumer Sentiment Economic Implications

Above 100 High Confidence
Likely increase in consumer spending and economic

growth.

100 (Baseline) Average Confidence Stable consumer spending and moderate growth.

Below 100 Low Confidence
Decrease in consumer spending, potential economic

slowdown

Table 3: Interpretation of CCI Values
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Economic Sector High CCI Impact Low CCI Impact

Retail
Increased consumer

spending, higher sales.

Reduced consumer spending,

lower sales.

Real Estate
Higher demand for homes,

increased property values.

Decreased demand, potential drop

in property values.

Automotive
Higher vehicle sales and

financing activities.

Lower vehicle sales, reduced

financing activity.

Finance
Increased borrowing and

investment activities.

Reduced borrowing, lower

investment activities.

Table 4: Impact of CCI on Economic Sectors

Why is the CCI Important?

The CCI is significant because consumer spending accounts for a large portion of economic activity.
When consumer confidence is high, people are more likely to spend money, which drives economic
growth. Conversely, when confidence is low, consumers tend to save more and spend less, which can
slow down the economy. Therefore, the CCI is closely watched by businesses, investors, and
government agencies as an indicator of future economic activity

Application in Real Estate

In real estate, the Consumer Confidence Index can provide insights into housing market trends. High
consumer confidence often leads to increased home buying and investing, while low confidence might
signal a slowdown in the real estate market. Real estate professionals use the CCI to anticipate
market demand and adjust their strategies accordingly.
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CCI Level Real Estate Market Response

High (Above 100) Increased demand for homes, higher sales prices, more transactions.

Moderate (Around 100) Stable market conditions, steady demand and pricing.

Low (Below 100) Decreased demand, potential price reductions, fewer transactions.

Table 5: Real Estate Market Response to CCI

Conclusion

The Consumer Confidence Index is a vital economic indicator that helps predict consumer behavior
and economic trends. By understanding and monitoring the CCI, businesses and investors can make
informed decisions that align with consumer sentiment and market conditions.
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