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The national economy entered recession in
December 2007, according to the National
Bureau of Economic Research. It is clear that
consumers have lost confidence in the near-
term prospects for economic growth, as job
losses continue and various economic metrics
remain gloomy. Why is consumer confidence
important? Because consumer spending repre-
sents approximately 70% of U.S. gross domestic
product (GDP). Consumer sentiment is critical to
economic success because people do not spend
freely on goods and services if they cannot
foresee brighter times ahead, and in particular if
they are concerned about their employment
situation. Less consumer spending reflects lower
demand for goods and services, which trans-
lates into more layoffs. In short, consumers —
and their frame of mind — drive the economy
and thus decisions about real estate.
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Source: Center for Regional Analysis at George Mason University; February 2009.

The indicator of consumer sentiment that we
report on in our quarterly publications is the
University of Michigan’s Surveys of Consumers
index. The current recession already has lasted
14 months, and produced an average index
reading of 64.4. The trough, so far, was 55.3

CONSUMER SENTIMENT
United States
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Source: University of Michigan, Federal Reserve Bank of St. Louis; February 2009.
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in November 2008. How does the current trend
compare to the trend from the 1981-1982
recession — the recent contraction that is most
similar in depth and breadth to the current
downturn? The 1981-1982 recession began in
July 1981 and lasted for 16 more months. The
index produced an average reading of 68.5
during the course of that recession, and hit a
low of 62.0 during that period.

The economy will show signs of life when con-
sumers have the confidence to spend, which is
not yet happening in the current recession.
When the American consumer regains the confi-
dence to spend, broader economic growth will
resume, and stronger demand for commercial
real estate will return. It will happen — but with
the unemployment rate continuing to rise, con-
sumers are likely to keep their optimism in check
until at least mid-2009.
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REPOSITIONING ANALYSES

Delta Associates is a
firm of experienced
professionals offering
consulting, valuation,
and data services to the
commercial real estate
industry for over 25
years. The firm’s prac-
tice is organized in

three related areas:

ASSET RECOVERY STRATEGIES

SUBSCRIPTION DATA
for select metro regions for office, industrial,
retail, condominium, and apartment markets.

VALUATION services for partial interests in
commercial real estate assets.

CONSULTING, RESEARCH AND ADVISORY
SERVICES for commercial real estate projects,
including market studies, market entry strategies,
asset performance enhancement studies, pre-
acquisition due diligence, and financial and fiscal
impact analyses.
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