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3Q21 CITIZENS BUSINESS 
CONDITIONS INDEX™

Demand Dominates Again as Momentum Continues
The national Citizens Business Conditions Index™ (CBCI) posted a healthy 57.1 in the third quarter, just slightly  
down from 57.4 in June. The 3Q reading reflects the continued strength in the recovery since COVID-19 stunned  
the economy and the markets in 2020. The CBCI has been in expansionary territory (greater than 50) for four  
straight quarters.

Demand remained robust throughout the economy, though there were headwinds in the period. The delta variant 
drove a surge in COVID cases with devastating effects in regions with lower vaccination rates, and the trend did 
affect consumer behaviors in some categories like travel spending. Inflation and supply-chain issues also lingered. 
Still, supportive monetary and fiscal policies continued to drive confidence. As a result, nearly all of the underlying 
components in the CBCI demonstrated strength in the quarter.

Business activity is incredibly 
strong and confidence levels 
are quite high. We haven’t 
fully exited the pandemic yet, 
but at this stage most parts of 
the economy have established 
some normalcy and the fiscal 
and monetary stimulus that 
got us to this point continue 
to provide support toward full 
recovery. Many companies 
are doing well and would be 
doing even better if it weren’t 
for headwinds such as supply 
chain disruption and a labor 
shortage.”
-   Tony Bedikian 

Head of Global Markets
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COMPONENTS:
ISM Manufacturing 
ISM Service   
Employment 
New Businesss Applications  
Citizens’ Business Activity 
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RECOVERY POWERS AHEAD
Among the underlying components in the CBCI, the ISM indexes 
for manufacturing and non-manufacturing sectors were notably 
robust. Monthly readings for the two measures continued to  
trend in the 60s through the third quarter, well above the index 
averages through 2013-2019, another expansionary period.  
Such high readings are often seen in the first wave of a recovery, 
but it is unusual to see them persist at that level for such a 
protracted time. The ISM indexes capture sentiment along with 
activity, and these high readings demonstrate the confidence 
throughout the economy. 

New-business applications, another underlying component of the 
CBCI, was the only metric to reflect lower momentum in the third 
quarter. However, the pace of applications can be volatile from one 
period to the next, and the third-quarter data fell within a normal 
range. Other measures of business activity were incredibly high. 
We saw strength in the proprietary activity data of our commercial 
banking clients, which is an underlying component of the CBCI  
as well. 

EMPLOYMENT SUPPORTS CONSUMER SPENDING
The same trends are evident in consumer spending, which has 
been supported by continued improvement in employment 
(another underlying component of the CBCI). Spending on 
clothing, health care and gasoline has fully recovered since the 
pandemic began, though spending on travel accommodations and 
dining out still hovered slightly below normal, according to analysis 
of card transactions from the U.S. Bureau of Economic Analysis.

citizensbank.com/commercial

Of course, there were headwinds and hiccups. Broad-based 
inflation was a key topic of discussion in the period, as it could  
have implications for monetary policy in the months to come. 
Though many experts believe reopening inflation will prove 
transitory, there is some possibility that the expectation for 
inflation becomes self-fulfilling and drives a more extended period 
of price increases. Supply-chain problems were also a recurring 
issue through the quarter. The pandemic continued to trigger 
waves of plant closures, labor shortages and shipping bottlenecks 
across the global economy. However, in the context of high 
demand, we believe these shortages just prevented business and 
consumer spending from being even higher in the third quarter.

COMMODITY-RELATED SECTORS OUTPERFORM
Within our proprietary business-activity data, we saw broad- 
based strength across sectors. With rallying commodity prices,  
the energy and basic materials sectors led performance for the 
quarter, followed by consumer goods and services companies. 
Financials, government and healthcare companies were the 
laggards but not by much – performance trends were healthy  
across all sectors in our dataset.

In terms of regional trends, companies in the Mid-Atlantic  
showed the biggest gains for the quarter in our proprietary data, 
followed by companies in the Midwest and then the Northeast. 
However, the differences were small across regions, with all three 
showing positive growth. 

STRENGTH PREVAILS AS RECOVERY MATURES
Despite ongoing challenges from the pandemic, the third  
quarter was a period of strong demand across most sectors of  
the economy. With the continued support of low interest rates  
and fiscal spending initiatives, most sectors seem to have 
established a healthy trajectory of growth. Questions of inflation 
remain and the employment sector still has ground to cover  
to reach pre-COVID status. Still, business conditions have 
benefited as the pandemic eases and the recovery matures. 

Source: Institute for Supply Management
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Disclaimer: This document has been prepared for discussion and informational purposes only by Citizens Bank, N.A. (“Citizens”). In the preparation of this document, 
Citizens has relied upon and assumed, without independent verification, the accuracy and completeness of all information available from public sources. Citizens 
makes no representation or warranty (express or implied) of any nature, nor does it accept any responsibility or liability of any kind, with respect to the accuracy or 
completeness of the information in this document. The information in this document is subject to change without notice and Citizens does not undertake a duty or 
responsibility to update these materials. The information contained herein should not be construed as investment, legal, tax, financial, accounting, trading or other 
advice. Under no circumstances should the information be considered recommendations to enter into transactions. You should consult with your own independent 
advisors before acting on any information herein.
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CONTINUED STRENGTH IN ISM MEASURES

ISM Services - average 2013 to 2019 (56.3)
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ISM Manufacturing - average 2013 to 2019 (54.1) 

50

60

65

55

Dec-20 Mar-21 Jun-21 Sept-21

Inflation Registered Higher Than Expected

https://www.citizensbank.com/commercial/default.aspx
https://www.citizensbank.com/commercial/default.aspx

