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00:04
JIM:  I have often heard it said as the consumer goes, so goes the economy.  In joining us to shed a little light on where the consumer is going is Britt Beemer, Chairman, CEO and Founder of America’s Research Group.  America’s Research Group has interviewed millions of Americans over the past 30-plus years to give their clients, which consist of some of the nation’s leading retailers, leading brands, investors and entrepreneurial companies, of the pulse on what Americans are thinking.  To shed a little light on what Americans are currently thinking, here is Britt Beemer.  Welcome, Britt.
00:41

BRITT:  Thank you, Jim.

00:42
JIM:  It’s great to have you back.  It’s actually been a couple years since we had you on last.  I think today we have the political uncertainty that’s coming.  ObamaCare certainly has an impact on businesses and the consumer and not knowing where that’s going.  You couple that with a sluggish economy and yet a record stock market, what’s a consumer to think?  Where’s their head at today?
01:06

BRITT:  I would say in my 35 years of doing consumer research – I’ve interviewed almost 11 million Americans – I’ve never seen a consumer more confused and more unfocused from that viewpoint and here’s why.  What really has happened so far this year can be in a nutshell in three points.  You had in February about 23% to 29% of people that were working found out that their take-home pay was going to be reduced by $50 to $100 because health insurance premiums for their employers had gone up and their deductibles were going to affect their take-home pay.  That was a very big negative in February.  Then you had in March all the income tax refund checks come out, which caused March to be a very strong retail month.  Therefore, it gave people a lot of feelings of well, this is going to be great.  Then when the April and May retail sales came out being weak, what really happened was all those dollars, those refund checks, were spent.  Then the consumer went back in this reality of saying oh my gosh, it doesn’t make any sense.  I don’t have any money now.  I mean you’ve gone from this high, low, high, low mentality and then when you add the last point, which is more and more consumers are shopping over these holiday weekends.  We saw consumers begin delaying purchases of big ticket items in April in order to be able to take advantage of those Memorial Day sale prices.  When the sale prices came, the consumers shot out there and bought things but then immediately when Memorial Day was over with, retail sales collapses again.  It’s almost like a frantic pace of how fast a consumer moves.  They retract, they move and they retract and retailers are really struggling not knowing what to do.
02:34

JIM:  What do you see happening this summer?  I mean there’s nothing really like tax refund checks happening.  Looks like after such a long winter, I know I’m in the Midwest and people were really hunkered down in the Midwest because of all the cold and now they’re finally able to get out.  Are they going to get out and spend some money or what’s happening this summer?
02:53

BRITT:  Summer’s going to be very interesting because I think you’re going to see huge spike in retail sales around July 4.  This is unusual this year.  July 4 falls on a Friday, which that gives you a three-day weekend, which means that there’ll be more consumers shopping on the Friday, Saturday, Sunday than normal when it’s in the middle of the week when it kind of chops up the middle of the week.  You’ll see a much stronger retail Fourth weekend in July.  Then you also will then go to Labor Day.  Sales will probably spike again in huge numbers on Labor Day but then you’re going to see this incredible trough of where there won’t be hardly any sales in between.  That’s what we’re really seeing today with retail is the consumer shoots for these holiday weekends and spends a lot of money and then they kind of sit back and wait until the next one.  I think what’s really kind of scary is talking to my retail clients, I mean they’re frantically panicky about this whole summer season because we may have the long days of summer being very hot and very bad for retail and only two bright spots to try to make up for it.
03:49

JIM:  Now, what about back-to-school shopping.  Doesn’t that normally happen in the summer?

03:53
BRITT:  As you know, it normally picks up around the first of August.  Near the end of July/first of August, sales pick up.  Last year, retail sales for back-to-school were horrendous and what happened was last year, 41% of parents delayed making all their back-to-school purchases to December in order for their kids to get bigger and also because they knew they couldn’t spend as much money as they would like to for Christmas gifts.  They would be able to give their children more gifts if they gave them their back-to-school apparel during December versus in August.  I think you’re going to see that number this year break 50%.  I think you’re going to see back-to-school sales struggle again.  I think you’re looking at numbers that might be 50% down compared to 10 years ago, which tells you how many consumers are delaying their purchases until December.
04:35

JIM:  Then you add to that, I mean we’ve had a perpetual sluggish economy and when I look at the unemployment numbers, I take those with a grain of salt because when I look at the number of people who’ve just given up going back into the workforce or maybe retired sooner than they wanted to, it almost seems like the unemployment rate has held somewhat steady or at least the number of people not working.  Do you see people spending less because of the way the economy is or they’ve settled in based on where the economy’s at?  How do you see that affecting how consumers are spending today?
05:10

BRITT:  You have more consumers on the edge of the cliff holding themselves up than any other time in my lifetime.  What’s most amazing about all this data is that when the President was elected, he immediately took all of the data collecting points in the government and shuffled them like a deck of cards so everything was changed.  For example, we do about 80% of all the research in the furniture industry.  I cannot tell you today what the retail sales were last year or two years ago in any market in America by the way the administration changed the figures.  What they’ve done is they’ve changed all the figures so none of us have any ability to be able to compare historical data and that’s what he did with the unemployment.  He changed the way it’s being calculated.  I mean it’s the most misguided analysis I’ve ever seen in my life of what they’ve done and so unemployment figures really have no sense of reality when you look at the fact that over 10 million men are not working today compared to a few years ago.  I mean that’s just a ridiculous number of consumers that are not able to work and find jobs but yet if you look at the figures of the unemployment, it looks good because most men have fallen out of the workforce.  I mean it’s just a deplorable way to be able to keep data and the consumer out there when they see the reports knows in their heart it’s not right and they really kind of wonder what’s going on.
06:20

JIM:  You do a lot of survey work too, right?
06:22

BRITT:  We interview between 10,000 and 15,000 consumers every week.

06:25

JIM:  What do you see their sentiment?  I mean they hear the news seems to be a little bit more positive now.  I talk to a lot of business owners and business owners are just kind of sitting on their hands because they don’t know.  With the healthcare law, there’ve been so many changes and so many anticipated changes that a lot of them are just kind of waiting for the dust to settle, our politicians to finally say okay, now here’s the law.  What impact is that all having on the consumer?  Are they also kind of sitting on the sidelines?  It seems like consumer sales started to pick up and we hear this talk about pent-up demand.  Are they finally just spending and the heck with what the politicians are doing?  What do you see happening there with their sentiment?
07:05

BRITT:  I don’t think you’re seeing a bunch of pent-up demand being released except maybe on these holiday weekends but let me tell you what’s really happening with consumers.  You’ve got over a quarter of people that are working today have been told by their employer that there is a good chance that they’re going to lose their healthcare program once this is put in place because small businesses will not be able to afford ObamaCare.  You’ve got a lot of people out there aged from 25 to 55 that are scared to death they may have a job but no healthcare coverage and they know when they’ve inquired to find out what healthcare coverage would be if their employer couldn’t afford it, it literally would put them into bankruptcy.  See this is the one thing that nobody thinks about.  When we do research, we ask consumers all the time at the end of the month, basically how much money do you have left over in the bank after you pay all your bills?  You’ve got today most consumers have about $164 a month left after they pay their bills and everything.  Basically, they have $41 a month so if gas prices go up, that destroys that $41 a month.  If they lose $50 or $60 a month for healthcare costs, that wipes out over half their money.  Every time these things are affecting them, all the dollars in the marketplace are being spent for things that the consumer says are not anticipated but they’ve got to pay for them.  That’s what’s going on right now and of course, the last thing we have to look at the fact that you know as these people have things in their lives happen, I mean the amazing thing is to talk to a consumer and you find out that the guy’s trying not to incur any credit card debts.  He’d had to replace all four tires on his car and he doesn’t know what to do because the tires will be almost $600 to replace all four of them yet he has to do it but he doesn’t have $600 to pay for the tires so he has to go charge on his charge card though he’s trying to avoid the charge card as much as he can.  I mean that’s kind of a real dilemma consumers face every day.
08:52

JIM:  The consumers have done a really good job of paying down debt.  We had a negative savings rate just a few years ago and now we have a positive savings rate.  I’ve heard statistics showing from the highs that consumer debt is down somewhere around 30%.  Is that about right?
09:07

BRITT:  I’ll just tell you this, what’s interesting because I tell you, I believe all the data on consumer debt is just absolutely the biggest hoax in the world because remember during the time when the recession was the worst, they said consumer debt was going down.  The fact was consumer debt wasn’t going down.  It was the fact that the way consumers were putting their money was affecting it because if somebody invests their money in the bank for a stock account or something in the bank, that’s considered investments or saving because they’re savings.  If they take that same money and put it in an investment firm, that’s not considered savings.  What happened is when the consumer was worried about things, you started to see consumers shifting their money into banks, which made their savings rate look better.
09:46

JIM:  Very interesting.  Hey, we’ve got to take a short break.  When we come back, let’s talk a little bit more about the all-time consumer Christmas when everybody’s buying gifts for everybody and see what your perspective is on that.  Please stay tuned.
10:00

BRITT:  Okay, thank you.

[BREAK]

10:46
JIM:  Welcome back as we continue to visit with Britt Beemer, who is the CEO of America’s Research Group, to give us his perspective on the consumer.  It’s well been said that the way the consumer goes, that’s the way the economy seems to go so having him share a perspective might give us a little bit of insight of what to expect with the economy going forward.  Britt, before the break, we were talking about a lot of things, a lot of uncertainty going on right now, and you had said that in all your years of doing research data, that it’s been the most interesting times, I guess is the way I’d paraphrase it, since you’ve been doing it because we’ve got so many different moving parts affecting the consumer’s mind right now.  Before we get into some more questions, just share with the audience what your firm does and who you serve.
10:55

BRITT:  America’s Research Group was started in January 1979.  We’ve now interviewed almost 11 million consumers around the country.  Most of our research is focused on the actual buyers.  In most studies, two-thirds or three-fourths of the interviewed people will be women because they make up that many buying decisions compared to the men in the households.  Most of our studies are focused on who actually buys things, whether it’s a client like Sealy Mattress Company where we’re trying to figure out how to sell more mattresses or whether it’s TNT Fireworks where we’re talking to people who buy fireworks every July 4 or if it’s DSW Shoes where we’re talking to women about their shoe buying tendencies and habits.  Those are the things we look at for our clients and of course, three-fourths of our clients are small or independent retailers who are looking at things that are real-life every day.  Of course, as you’re talking to consumers as we do, listening to them talk, what they tell you is just amazing because you really get into real-life discussions and also real-life decisions they’re making every day.  As we started, I said you know I’ve never seen this many consumers so concerned about the future than I have in the last few months because I think consumers are scared to death.  I mean they don’t understand why, for example, when they hear about all this gas being produced in America, whether it’s natural gas or now all the drilling in North Dakota, why gas prices are going up.  They don’t understand why the President spends more money than what he has by a trillion dollars.  I mean so you’ve got a lot of consumers that are worried about the political side of the equation, which actually always gets aggravated even more when it’s a presidential year or off-presidential year like this year, so you’ve got those issues that cloud more consumers’ mindsets on what they’re going to do.  What also happens is that any time you have any confusion or concern, you get consumer delay in purchasing so all these political issues and all the personal household issues cause a lot of consumers to wait to the very last second to buy anything.  We’re really seeing a huge shift in consumer attitudes and then the other issue I should point out is so many people believe that the internet is this all-important factor that drives everything but yet when you do research, you find out that only about 18% of American households buy things online regularly so you know the online category, which is growing, is still basically only affecting about 18% of households buying online regularly.  Then you have another 23% of consumers that buy seldom or occasionally so then you’ve got basically 50% plus Americans that buy never online or if they do, it’s once or twice a year so a lot of retailers are putting all this energy and focus on online marketing yet they’re really attacking a very small group of consumers going online, which tells you how little the retailers also know.
13:23

JIM:  It’s amazing.  With all the years you’ve been doing it, you talk about all this uncertainty of the consumer and we really haven’t heard the ads yet but it seems like both political parties make it sound like Armageddon if the other party gets in office.  Does that contribute to the uncertainty or do you think the consumer looks at those ads and says politicians’ lips are moving again, turn the sound off.
13:47

BRITT:  I’ll tell you what really happens, which is even worse, is that when politicians are buying all that advertising, it means retailers can’t.  If you look at the last presidential campaign, we actually could look at retail sales in certain states and they were going down because the politicians were buying all the TV advertising.  No one thinks about it like that so when the politicians are buying all those spots and the retailers aren’t, there’s no one driving the consumer in the front door, which is really a bigger problem that I see than anything else out there.  When you look at all the data today and you look at how America is really being focused on what to buy, what not to buy, when should I spend my money, you’ve got a lot of people out there that are just kind of sitting back saying I’m going to hold back and I’m not going to spend anything unless I have to.  At the same time, you’ve got about 68% of consumers saying I’m wanting to avoid credit cards as much as I possibly can.  That number was at a high a couple years ago at 74%, now it’s 68%.  That also has an impact because if people don’t want to use their charge cards, it means all they can spend is what they have in the bank.  When you look at a cash/check/debit card mentality, a lot of people don’t spend any money because they don’t have any money in the bank to spend.
14:48

JIM:  I think I might know where this answer is going on this next question then, the all-important Christmas season.  Where do you see things happening for this Christmas?

14:57
BRITT:  You know the last two Christmases have not been very positive and really the last three have not been very good.  I’ll tell you what I would tell you is this is that here’s the trend that’s come up the last two years, which really I think reflects it isn’t how many days you have between Thanksgiving and Christmas.  It’s how many days between Thanksgiving and Christmas do consumers see 50% off because when consumers see 50% off or more, they go out and spend their money.  When these retail analysts keep predicting these 3% and 4% increases every year, I kind of laugh because that’s not going to happen unless you have retailers give the consumer 10 to 12 days of 50% off and the last two Christmases have shown that retailers are doing that for only three or four days.  When you look at the last few Christmas seasons and you look at this 1.8%, 2.3%, 3.5% increase in retail sales for that shopping season, it’s because consumers aren’t going to spend money unless they get an incredible deal and the retailers aren’t going to give them an incredible deal because they don’t want to give up the margins because they’re more concerned about Wall Street than Main Street.  The consumer really kind of gets left out in the cold, retailers can’t figure out why the consumer’s not spending more money, and so you’ve got the marketplace in kind of a loggerhead.  I’m not going to give you a big deal; I’ll give you 40% off but the consumer says I want to see 50%, 60% or 70% off so they wait each other out and then it’s amazing at the end of the season, retailers complain they had a terrible season yet they don’t want to give the consumers the deals to get them in the front door.
16:15

JIM:  You seem to have a lot of challenges ahead.  What positives do you see, if there are any?
16:21

BRITT:  Well, I don’t want to make this a political statement but I think if the Republicans get control of the U.S. Senate and the people feel like the government spending will be put in line more and they’d be able to see some checks upon some of the things that the President’s done which they don’t like, which is shutting down coal plants and affecting utility prices going up and other things, I think you may see a little bit of pent-up demand being released after the November elections into the last two months of the year.  I think though if they feel like things are going to basically be the way they are, I think you’re going to see a very, very challenging Christmas season again that may not be more than 1.8% up over last year.  That’s the issue.  I mean I think you may see some real benefits in Republicans getting control of the Congress so then the public could have some check upon the President using his power.  I mean this is the whole thing you talk to consumers about.  I mean 40% of Americans are afraid of the President and you’ve got a third of Americans that are afraid to say anything because they’re afraid if they say anything, they’re going to be audited by the IRS, which tells you how bad that concern is among one in three Americans.
17:18

JIM:  Well, hopefully, we see some better times ahead.  It’s amazing with the stock market keeps growing right now and the consumers are kind of on the sideline so it’s kind of interesting times.  It’s kind of uncharted waters where we’re at but I do look at things as the glass half full.  One thing is I try not to be too political and the way I look at it right now, we do have a country full of riches.  You look at the natural resources we have, you look at the human resources and our educated population, and you look at all these things.  Right now, our different parties are fighting, it seems like nothing gets done, there’s no compromise anymore, but you know we can get back to those things again and make the consumer feel a little bit more comfortable and the consumer feels more comfortable.  Obviously, there’s got to be a little bit more money in their pocket to spend.  You can’t spend what you don’t have but there certainly is the possibility of better times ahead.  Wouldn’t you agree?
18:12
BRITT:  Here’s the issue, which I think is always a big point, we forget about the fact that small businesses employ 70% of Americans.  I mean small businesses will start employing more people when they feel like they can afford to spend more money and that’s going to be knowing what the healthcare costs are going to be and other things have got to get flushed out so they know what’s going on.  I agree with you.  I mean America’s got more riches than anywhere else in the world and as they keep finding more and more oil in the country, I mean they find out there may be more oil in American now than there is in Saudi Arabia.  I mean all these things that I think which we have resources we have at our fingertips, obviously we have to drill to get them and find them, but I agree with you totally that there could be great opportunities in the future but the one thing I’d like to caution you with is that the consumer has got to feel like the government is not trying to hurt them.  That is why I think this will be a very interesting election year.  You’ve got about 55% of consumers who believe right now that the government’s trying to hurt them versus help them.  I wish we could see more positive comments from politicians like what Ronald Reagan talked about a shining city on the hill versus some of the issues we have today.  There’s no one really proclaiming a positive force right now in the political arena, which I think is what’s really missing for a lot of consumers to want to spend more money.  Finally, I think you have to look at the other point, which is you know the whole thing about quantitative easing is really driving the stock market because all those billions of dollars being put in the marketplace are allowing Corporate America to be able to amass a lot of capital.  You really are seeing the whole quantitative easing I think is really driving the stock market up because every time they talk about the quantitative easing being reduced, you see the market react negatively.  Right now, the market’s taking advantage of all those billions of dollars that the Fed’s pumping into the economy and that obviously can’t last forever.  We’ve got some positives but we’ve also got some lightning out on the forefront there in that storm which could kill you if you got hit by it.
19:56

JIM:  I really appreciate you sharing the time, Britt.  If anybody wanted to get a hold of you, how would they get a hold of you?

20:02
BRITT:  Well, our website is argconsumer.com, which stands for America’s Research Group, argconsumer.com.  If you want to find me, just type Britt Beemer on Google and I come up about 15,000 or 20,000 times because of all the different TV shows and radio shows I’ve done.  Feel free to contact us anytime.  We’re basically a behavioral research firm.  We’re trying to figure out where consumers are coming from so we can tell our clients how to maximize their sale opportunities, which is what we do every day.
20:29

JIM:  I really appreciate you taking the time with us again, Britt, and I look forward to having you on in the near future.
20:34

BRITT:  Thank you.

20:35

JIM:  Thanks for joining us this week and tune in again next week as we explore another phase of the Real Wealth process.  Remember, if anything you heard in today’s show you’d like to get more information about, contact your Real Wealth advisor.  Also, if you feel that any of this information would be helpful to a friend or family member, just click the forward to a friend button.
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