Low confidence kills economic growth- drives us into a recession
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Nevertheless, academics and policymakers agree that the erosion of confidence ensured the longevity and depth of crises (Valášková and Klieštik, 2015). Social scientists believe that a sufficient level of confidence is crucial for stabilizing and maintaining the social, political and economic systems (Roth, 2009). Periods of high political or economic instability are commonly related to significant consumer confidence fluctuations that result in high variations in consumption patterns. Moreover, consumers' willingness to consume and purchase is adversely affected by uncertainty (Acemoglu and Scott, 1994). Therefore, the negative impact of heightened uncertainty on consumption levels, even if the consumer's financial status is unchanged, can cause a decrease in consumption. Since 1978, the US has faced numerous major crises and incidents that have broadly influenced the country's political and economic performance and worsened consumer confidence. For example, the US economy witnessed a severe recession in the early 1980s triggered by the Federal Reserve's disinflationary fiscal policy, followed by the impact of the Iraqi attack to Kuwait in 1990 (Garner, 1981), the terrorist attacks of September 11, 2001 (Witte, 2014), and the financial crisis emerging from the growth of high-risk loans between 2007 and 2010 which resulted in the worst economic crisis since the Great Depression (Ellis, 2009). Recently, the coronavirus disease 2019 (COVID-19) pandemic is considered the latest and most widely spreading global shock. It started from China in the last quarter of 2019 and quickly spread worldwide. By September 2020, the number of confirmed cases worldwide was more than 34 m, with more than 984,000 confirmed deaths (WHO, 2020). Since there was no effective cure or vaccine available, many regions implemented partial or complete lockdown in the affected areas to minimize the spread of the virus, which have badly affected economies internationally. It is estimated that the pandemic reduced global economic growth in 2020 to an annualized rate of about −3.2%. The US economy has been adversely hit by this pandemic, with a 3.4% drop in its growth rate in 2020 compared to the previous year (Jackson et al., 2021). In 2020, the number of COVID-19 cases in the US increased sharply from mid-March and then started to decline at the beginning of April as a result of the impact of strict public health measures such as stay-at-home and social distancing restrictions. Yet, as the strict public health measures were gradually lifted on a state-by-state basis, cases began to rise, reaching a countrywide high in July 2020 and then started to gradually decrease. The number of infections started to rise again in October and reached its highest peak in mid-December 2020 (Figure 1). Although it is difficult to explain the main reason of rising cases, one contributing factor has been the return to school for US students. At the time of writing, the US has over 6.8 m confirmed COVID-19 cases, with over 200,000 deaths by the same period (WHO, 2020). The lockdown measures have negatively affected the US economy where millions of Americans lost their jobs and incomes. The Pew Research Center survey conducted in August 2020 found that Americans who have experienced job or wage loss (either personally or in their household) due to COVID-19 had difficulties to pay their bills, rent or mortgage, used money from their savings or borrowed money from family or friends (Parker et al., 2020). Accordingly, personal consumption expenditure has been affected by this lockdown and partial business closures, in addition to the spread of the COVID-19. The pandemic has in fact provoked a dramatic shift in consumer confidence and behaviors. Overall, US consumers seemed to have adjusted to pandemic restrictions by relying on unemployment benefits, personal savings and credit to sustain their consumption activities (Kobayashi et al., 2020; WHO, 2020). The recovery from COVID-19 crisis will happen when consumers regain sufficient confidence to increase their effective demand significantly. The present erosion of consumer confidence may make trust more critical than ever before, necessitating effective policies targeting confidence-building through different channels.
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