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ECONOMICS OF 

CONSUMER DEMAND	
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  Employment Inflation
Prime 
Rate Housing

Gas 
Price 

Retail Sales ex-Auto
Healthcare Retail 0.85 -0.60 -0.04 0.02   
Clothing/Clothing Accessories Retail 1.12 -0.24 -0.03 0.04 -0.02 
Sporting, Book & Music 2.54 -2.24 -0.06 0.04 -0.03 
General Merchandise 0.85 -0.60 -0.04 0.02   
Food and beverage stores 0.80 -0.69 -0.02 0.25*   
Non-store retail 0.67 -1.01 -0.03 0.03 0.02 
Food services and drinking places 0.80 -0.69 -0.02 0.25*   
Furniture and home furnishings Retail 0.85 -0.62 -0.02 0.30   
            

Autos and Light Trucks Demand 2.99 -2.60 -0.11 0.54* -0.14 
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Analysis Developed by eNumerys Global       Email: info@enumerys.com  

This brief is the researcher’s perspective of economic activity and does not make any claims as to its accuracy. Readers are advised to use the analysis 
provided herein in combination with their own judgment. 

 

 

 

Understanding and 

anticipating periods 

of economic growth 

and downturn is 

critical to business 

strategy. It is 

especially important 

to conserve capital 

‘in anticipation of’ 

rather than trying 

to cut costs as a 

‘reaction to’ 

economic 

contraction. 

From Numbers to Insight, From Insight to Action 

As far as Auto Sales are concerned, they are extremely sensitive to all 
macroeconomic indicators and changes in any will have strong 
ramifications for this broad sector. The strongest relationship is between 
auto sales and Core Inflation, Employment and House price appreciation 
(the impact of House prices is possibly due to consumers funding auto 
down payments using Home Equity Loans). As expected auto sales have a 
far greater sensitivity to the Prime Rate (determines monthly payment on 
the auto loan) and Gas Prices, compared to Retail Sales.  
 
Managing Consumer Demand in Economic Downtrends 
Official Recession or not, a slowdown should not be underestimated as it is 
an indicator that economic capacity has grown at a faster rate than the 
growth in demand. It is a mechanism for the economy to let industry know 
this and take a breather from the rapid pace it has set over the past 
periods. Although long-run consumer demand is to a large extent dictated 
by macroeconomic drivers, marketing drivers like pricing promotions and 
marketing do play a key role in driving demand. Firms typically allocate 
marketing resources as an incentive to drive household consumption. 
Although most marketing tactics only impact demand in the short-term, 
there are several instances when marketing can alter long-run demand for 
products. 
 
At over US $ 1 Trillion, Marketing dollars are a tenth of the size of the 

overall US economy and this investment has the capacity to drive demand 

in the short-run. Marketing spend has the tendency to rise with the GDP 

and drop with it- typical marketing spend elasticity (excluding pricing) can 

range from 0.1 to 0.4. Weakness in macroeconomic drivers of sales 

especially calls for holding steady marketing investments if not ramping up, 

to offset this weakness. As Marketing is pressed for greater accountability, 

there will be a greater push during the economic slowdowns towards 

marketing channels with greater and more measurable ROI, but it is 

equally important to sustain brand equity by investing in channels and 

media that have longer term brand-building effects. 
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