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Data Release: April small business confidence cools slightly but remains upbeat 

 The NFIB's small business optimism index fell 0.2 points to 104.5 in April. The headline print 
came in above expectations for a reading of 104, but it nonetheless marked the third consecutive 
monthly softening. Still, the level of optimism has remained at the top end of the range of 
historical highs since late last year.   

 Moves in the subcomponents of the index were mixed, with three falling, five rising and the rest 
remaining unchanged. Expectations that now is a good time to expand (24 percent) and higher 
real sales (20 percent) improved two points apiece. But, expectations regarding the economy 
pulled back a notable 8 points to 38 percent. While the three indicators remain elevated, the last 
two have retracted considerably from the cyclical peaks of 31 percent and 50 percent in 
December.     

 Capital investment plans pulled back 2 points to 27 percent, while plans to increase employment 
remained unchanged at 16 percent. On a trend basis, both are seeing some of the best readings 
since prior to the recession. Having said that, while hiring plans are generally back near their pre-
crisis peak, capital outlay plans still have a considerable way to go.  

 Other labor market indicators remained largely upbeat, with unfilled job openings rising 3 points to 
33 percent – the best print since 2000. The share of firms increasing worker compensation pulled 
back 2 points to 26, while the share of firms 'planning' to increase compensation remained 

unchanged at 18, with both index readings remaining near post-recession highs.    

 The sub-index gauging the level of uncertainty moved down 10 points but at 83 still remained 
elevated and far from the historical median of 66.    

 
Key Implications 
 

 The level of optimism among American small businesses continued to lose steam in April, albeit 
only gradually.  In fact, the level of optimism is still very much upbeat relative to history with the 
spike in post-election optimism having some staying power. This is reflected in an improvement in 
expansion and hiring plans. In addition, the buoyant wage plans suggest that wage inflation is 
likely to accelerate.   

 The pullback in April was also likely in part the result of the failure to push ahead with the 
American Health Care Act (AHCA). Irrespective of other impacts, the AHCA could lower business 
costs by eliminating the employer mandate – a requirement for businesses with 50 or more full-
time employees to provide at least 95% of their workforce with health insurance. The AHCA still 
has a long way to go as far as being legislated, but the recent passing in the House could show 
up in improved optimism in the next report.  

 Overall, businesses remain relatively confident that now is a good time to expand. But, delays in 
political process appear to be pulling back expectations for immediate results with respect to an 



improvement in the economy and higher sales. Whether or not 'animal spirits' take over will 
depend on how policy and economics will intertwine, with tax and regulatory changes being the 
focal point for most business owners. Given the existing obstacles, risks still appear to be slightly 
skewed to the downside, at least in the near-term.  
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