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Data Release: Small business optimism improves for the third consecutive month in June 

 The NFIB's small business optimism index continued its modest recovery from the low levels it recorded 
earlier this the year, rising 0.7 points to 94.5 in June. Today's gain came slightly above the consensus 
forecast which called for a 93.9 print. 

 The details of the report were somewhat mixed with four of the ten subcomponents rising on the month, 
three falling and as many remaining unchanged. The most substantial improvement was among the 
subcomponents tracking the expectations about the economy (+4 points) and plans to make capital 
outlays (+3 points), both of which rose above their 3-months moving average. Sales expectations 
improved marginally on the month (+1 point), but remained below levels seen at the end of 2015. 

 Labor market indicators were mixed. Job openings strengthened in June (+2 points), with 29% of firms 
reporting unfilled positions - in line with peak levels seen in recent months. However, hiring intentions 
have softened slightly (-1 point). Ditto for the share of firms raising or planning to raise compensation, 
which slipped by 1 point and 4 points, respectively. 

 Earnings expectations (unchanged) and business expansion plans (-1 point) continued to be soft. Only 8% 
of respondents stated that "now is a good time to expand". Chief reasons given for why it is not a good 
time to expand included economic conditions and political uncertainty, the latter likely on account of 
looming presidential elections.   

   
Key Implications 
 

 Coming on the footsteps of other generally positive economic indicators, small business sentiment 
continued to gain traction for the third consecutive month in June, staging a modest recovery from a 
downbeat mood that persisted at the beginning of the year. The improved sentiment so far aligns with a 
bounce back in economic activity in the second quarter, which is now tracking 2.3% annualized 
(compared to 1.1% in Q1). 

 That being said, the improvement in sentiment so far has been modest, and most components remain 
below levels seen at the end of 2015. In particular, despite the recent uptick in retail sales, sales 
expectations and expansion plans remain soft, suggesting that small business owners are maintaining 
conservative growth projections. 

 Looking ahead, high political uncertainty due to looming U.S. presidential elections and elevated financial 
market volatility as a result of Brexit vote will likely continue to temper business outlook. However, robust 
domestic economic fundamentals and solid consumer spending on the back of income and employment 
gains should support the ongoing modest improvement in business confidence in the coming months. 
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