Small business optimism is bottoming out – inflation and declining consumer spending
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“Small business optimism has reached the lowest level since 2012 as owners continue to manage numerous economic headwinds,” said Bill Dunkelberg, chief economist at NFIB, in a statement. “Inflation has once again been reported as the top business problem on Main Street and the labor market has only eased slightly.
Inflation remains stubbornly high at 3.5%, which will likely lead to a more hawkish monetary policy stance by the Federal Reserve Bank, and keep interest rates higher for longer than previously anticipated by the market.
For small business owners, high inflation can lead to increased costs for materials, rent, wages and other expenses. These factors can strain cash flow and make it difficult to invest in growth.
NFIB’s monthly jobs report indicates a slowdown in hiring activity for small businesses in March, with employers attributing to lower labor quality. Workforce shortages, due to a lack of qualified candidates, limit a small business’ ability to meet customer demand.
Weakening consumer spending is also impacting small businesses, as retail sales have fallen more than expected, Axios reported. This, combined with the cost pressures, is squeezing small business profit margins.
Source: Small Business DA - GDI 2024 · GDI · 2024




