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MOODY’S ANALYTICS SURVEY OF BUSINESS CONFIDENCE
 ( 4 Week Moving Average )

As the economic recovery from the 2007-09 recession 
reached the five-year mark in July, it’s performance record 
is dubious. However, we believe that the U.S. economy 
is transitioning to a period of stronger growth due to 
improving confidence in the business sector.

■  The recovery of just about every major economic indicator has been 
sub-par. This is best shown in the growth of the overall economy as 
measured by gross domestic product (GDP). In the 19 quarters of 
expansion logged since the recession ended, U.S. GDP has grown 
at an average annual rate of 2.1% per year. That’s about half the 
3.9% average growth of the four previous recoveries over the same 
period.

■  We believe that is changing and the U.S. economy appears to have 
finally transitioned to a period of stronger growth that will be 
sustained over the next 12 to 18 months. We expect GDP growth to 
average between 3.5% and 4.0% over this period, nearly double the 
pace of the recovery so far. One of the key reasons for this outlook 
is improving confidence in the business sector. 

■   When businesses are confident, their behavior changes.  
Leaders of companies shift from a defensive posture, where the 
focus is on holding down costs, to an offensive posture where 
growing revenue is the most important concern. As confidence 
rises, business leaders become risk takers, not risk avoiders. 
Historically, when this shift occurs, it spreads through the economy 
and leads to an upshift in the rate of economic growth. 
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■ One piece of evidence suggesting that this shift has occurred is 

a survey of business confidence conducted every week by Moody’s 

Analytics. The survey, which is about a decade old, has a pretty good 

track record at representing trends in the overall economy and 

right now it is rising to levels seen briefly in early 2011, but not seen 

on a consistent basis since the 2005-06 period. Confidence surged 

coming out of the recession and seemed to be poised to break 

records in early 2011, suggesting the economy was ready to take off. 

But then a combination of events pushed business confidence right 

back down: the “double dip” recession in the eurozone, which was 

followed by the U.S. debt ceiling debate, the “fiscal cliff” and a series 

of increasing confrontations in Washington that eventually led to the 

partial shutdown of the Government in late 2013. 

Even though it began to rise in late 2012, business confidence 

didn’t really take off until late in 2013 as the political environment 

improved. Since the beginning of 2014, confidence has been high and 

rising. That high level of confidence is expected to be an important 

driver of the economy in the second half of 2014 and in 2015. 

Of course, this confidence has important positive implications 

for the commercial real estate sector. When businesses are more 

confident they hire more and that drives demand for all kinds of 

space from offices to industrial and retail as income and spending 

increase. In addition, as the economy strengthens, there is more 

business and leisure travel supporting a stronger hospitality sector.

It all starts with rising business confidence. Now that we have that, 

faster growth should follow. 
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