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In co-operation with national partner institutes, the European Commission through the 
Directorate-General for Economic and financial Affairs (DG ECFIN), surveys more than 
40 000 consumers across the EU each month. The results from those surveys reflect 
consumers’ opinions about economic developments, and complement quantitative statistics 
that are often available after significant delay. The survey data provide useful information of 
the current state of the economy and forecast short-term developments. It is thus essential that 
the published indicators give correct and reliable signals. 
 
Based on answers from several questions in the questionnaire, consumer sentiment is 
summarised by the Commission in the Consumer Confidence Indicator (CCI). The CCI is 
generally viewed as a timely pointer of developments in private consumption. However, for 
both the EU and the euro-area aggregate, the correspondence between actual consumption 
growth and the CCI is somewhat weak. Therefore, the aim of this paper is to search for the 
best possible survey-based indicator for tracking private consumption growth at the EU and 
euro-area level. 
 
For our purpose, the questionnaire contains 11 questions, and it is possible to construct 2 047 
different combinations of these questions, i.e. indicators. We search for the single indicator 
that shows the highest co-variation with private consumption growth. Moreover, we contrast 
this indicator to the CCI, and some alternative indicators, also in terms of their predictive 
power of private consumption. The focus of the analysis is thereby on how to best exploit the 
information content of the current set of questions included in the harmonised consumer 
questionnaire, while other methodological aspects of the construction of the indicator is left 
aside for future research. 
 
Against this approach, we also test the hypothesis that an indicator based on questions related 
to the household (what we call micro questions), rather than the general economy (macro 
questions), would prove more informative. There are at least two reasons for basing an 
indicator on micro-oriented questions rather than macro-oriented questions. First, due to costs 
for collecting and processing information, it seems reasonable to assume that respondents to 
the surveys have better knowledge of their own economic situation than they have of the 
general economic situation in their country. Second, if the aim is to predict developments in 
household consumption, micro questions seem preferable also on a conceptual basis, as these 
better reflect consumers’ spending constraints in terms of the household’s financial situation 
and intention to spend and save. 
 
The optimal indicator in both the EU and the euro area turns out to include both micro and 
macro questions. Thus, in a strict sense, our hypothesis of the superiority of the micro 
questions cannot be confirmed. In a broader perspective, however, we find that a set of micro 
questions seems to be more informative of private consumption growth than most 
combinations where macro questions are included. Reflecting this, the micro indicator 



performs better in tracking private consumption growth than both a factor-based indicator and 
the CCI. 
 
Our results also underline the large variation across countries. The optimal set of questions 
included varies considerably, and the best indicator derived for the EU and euro area does not 
in general perform well at the country level. As a consequence, we derive a globally best 
indicator that ideally should be used for comparisons across countries. This indicator delivers 
satisfactory correlations compared to the indicators optimised for each country, and it is also 
well-correlated at the EU and the euro-area levels. In addition, the micro indicator also stands 
out well across countries, and furthermore, in almost all countries, it is better correlated with 
household spending than the CCI. 
 
Although the CCI turned out to perform relatively worse than the other indicators, some 
further investigations needs to be done before modifying it. Our optimal indicator is obviously 
derived from the historical relationship between the indicator and private consumption 
growth. As new information will become available the composition of questions in the 
optimal indicator will almost certainly change. However, a change of indicator may be based 
not only on historical performance, but also on more principal, and economic, grounds, which 
speaks in support of the micro indicator. 


