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The business sentiment index is highly correlated with the performance of the US business sector. Generally, if confidence levels surpass an index value of 50.0, the economy is considered to be expanding, whereas confidence below 50.0 indicates a contraction. After exceeding a value of 50.0 between 2002 and 2007, the index plummeted in 2008 due to the financial crisis. The September 2008 collapse of Lehman Brothers Holdings Inc. led to a stock market collapse, detrimentally affecting most of the business sector. The resulting recession caused aggregate corporate profit to tumble, which eroded business confidence. However, as the economy stabilized in late 2009, business sentiment began growing again. Moreover, 2010 marked a landmark year for corporate profit performance, growing nearly 25.0% that year to reach a record high. The tremendous growth in profit led to a similarly large jump in business confidence, which increased 24.2% in 2010. The optimism that the economic recovery would be quick was dashed in the following years, though lingering unemployment, a struggling housing market and a tight credit market led to little economic growth. As a result, confidence fell moderately in both 2011 and 2012. In addition, the business sentiment index contracted 7.9% in 2015. The decline in 2015 can be attributed to many manufacturing businesses reporting a lower volume of new orders, with some businesses reporting weak demand from global consumers, notably consumers in China and Europe. This trend was exacerbated by significant declines in the price of crude oil and other commodities, contributing to weak growth, with business sentiment rising 0.1% in 2016. According to recent reports from the Institute for Supply Management, many manufacturing industries experienced growth in new orders, inventories and employment in recent years. These positive trends led to an estimated increase of 11.7% in the business sentiment index in 2017. In particular, paper products, machinery, transportation equipment, computer and electronic products as well as nonmetallic mineral products reported the most gains. Conversely, wood products and petroleum and coal products reported losses. However, this strong growth in 2017 slowed in 2018 before declining significantly in 2019, due primarily to trade tensions and other worries of economic weakness. Recession worries heightened significantly in 2020, due to economic effects of the COVID-19 (coronavirus) outbreak. However, attitudes significantly rebounded in 2021 as the vaccine was deployed and lockdown mandates were lifted, enabling most economic activity to resume. Accordingly, business confidence increased after these initial changes amid pent-up demand for services, which will lead to an inflated business sentiment level of 60.6 in 2021. In 2022, levels slightly eased due to surging inflation which has led to the Federal Reserve aggressively raising interest rates. Additionally, the Russian invasion of Ukraine has increased geopolitical tensions which has contributed to the decrease in business sentiment during the year. As a result of economic uncertainty, business sentiment levels decreased 10.0% to 54.5 during the year. Small businesses specifically have suffered throughout 2022 and into 2023, primarily due to spiking levels of inflation and sudden interest rate hikes. According to CNBC’s SurveyMonkey Small Business Survey, small business sentiment, in August of 2022, reached its lowest level since 2017. While larger businesses have been able to better adapt to increased costs, they still share a similar view. According to Reuters, business sentiment continues to skid during 2023 as worker shortages and inflation continues to effect business owners. Combined with economic uncertainty following the collapse of the Silicon Valley Bank, along with other regional banks, many businesses have expressed concerns about the health of the economy. With the potential for a recession lingering into 2023, business sentiment is forecast to decrease a further 7.7% during the year.
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