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National Economic Outlook Tilts Upward as Gas Prices Drop
ummary

Reversing a long downward trend, the nation’s economic outlook has lightened somewhat, according

to the latest Los Angeles Times/Bloomberg poll. It may be that falling gasoline prices and patriotic
remembrances of the fifth anniversary of 9/11 have buoyed economic spirits as well as political ones. The
percentage of those who said the nation’s economy was doing well exceeded the share who felt it is doing
badly by 10 points in this survey, more than tripling the within-margin three point difference found in a
Los Angeles Times / Bloomberg poll last June. George W. Bush is similarly enjoying a bounce in approval
ratings, and while a bare 51% majority still disapprove of how he is handling the country’s economy, the
difference between the percentage of those who disapprove and approve narrowed from a high of 21 points
over the summer to eight points today.

George W. Bush and the Status of the National Economy

The price of gasoline has continued to drop over the past few weeks according to Energy Information
Administration figures released on Monday. The drop has been particularly dramatic since the beginning
of August, and is about twenty-nine cents a gallon lower than this point last year. Even though many
respondents in this survey reported that the decrease in how much they pay at the pump hasn’t contributed
to their overall financial health, last June’s poll, which followed weeks of climbing gasoline prices, found
much of the public saying they had to cut back on other spending to compensate.

In this survey, roughly three in 10 did say they had more money to spend on other things as a result of
lower gas prices and a heavier pocketbook may be part of the impetus for the four point tick upward in the
percentage of those who say the economy is doing well now. The lift, while within the poll’s margin of
error, is a reversal of a trend that had been building since the beginning of 2005 and it tracks with other
measures in the poll. These are the most positive economic outlook numbers since January. Whether this is
part of a temporary boost in optimism in the wake of falling gas prices and patriotic remembrances of 9/11
or an actual reversal remains to be seen.

Generally speaking, do you think the nation's economy these days is doing very well, or fairly well, or fairly
badly, or very badly? (categories shown combine the very/fairly categories, “don’t know” left out)

Now 8/06 6/06 1/06 1/05 3/04 4/03
Well 54 50 50 55 60 49 50
Badly 44 49 47 44 39 49 47

sources: L.A. Times/Bloomberg and L.A. Times Polls
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About three out of five in last June’s poll placed the blame for the dramatic run up in gasoline prices at
least partly on George W. Bush’s shoulders and more than half rated him negatively on the economy at the
time. In a Times / Bloomberg survey at the end of the following month, his disapproval rating had
increased even further — nearly three out of five disapproved of the job he was doing on the economy at
that time.

This latest survey finds Bush enjoying a bounce in job approval in the wake of his high visibility during
the country’s focus on the 9/11 anniversary, and the job he’s doing on the economy is no exception. Bush’s
overall job disapproval among all adults decreased from eighteen points in early August (58% disapproved
and 40% approved) to seven points in this survey (52% disapprove to 45% approve.) Similarly, the
public’s disapproval of the job he’s done on the economy, while still negative, is better as well. It dropped
from a twenty-one point disapproval gap (59% to 38%) last July to eight points (51% to 43%) today. This
is the highest approval rating on the economy Bush has received in a Times Poll this year.

Do you approve or disapprove of the way George W. Bush is handling the economy?

Now 8/06 6/06 1/06 1/05 3/04 4/03
Approve 43 38 39 37 49 43 44
Disapprove 51 59 54 59 46 53 39

source: L.A. Times/Bloomberg and L.A. Times Polls

The most dramatic movement toward Bush approval on the economy came among self-described moderate
and conservative Democrats, whose approval of Bush on this topic increased by fourteen points since late
July while their disapproval dropped seventeen points. By comparison liberal Democrat and all
Republican opinions changed only slightly over that period of time.

Do you approve or disapprove of the way George W. Bush is handling the economy?

Democrats Republicans
Liberal Moderate/Cons Mod/Liberal Conservative
Now 8/06 Now 8/06 Now 8/06 Now 8/06
Approve 8 8 28 14 59 58 83 80
Disapprove 90 89 69 86 36 33 13 18

source: L.A. Times/Bloomberg Polls

The View Ahead

The public’s perspective on the country’s short term economic future has also shifted somewhat away from
the negative over the summer, with a greater proportion of the public saying that the economy will stay
static. Fewer than one in five (18%) said they think the economy will actually improve in the next six
months, a proportion that differs very little from the 16% who foresaw any short term improvement ahead
last June. However, the proportion who said it would get worse in the short term has dropped nine points
from 30% last summer to 21% today, and the proportion of those who believe very little change lies ahead
increased by ten points from 47% in June to 57% today. Democrats in particular shifted from negative on
the economic future to neutral. Last June a plurality of 45% of Democrats said they thought the economy
would worsen in the next six months, but in the current poll that figure dropped dramatically to 26%.
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What Housing Bubble?

In early September a government report, based on Fannie Mae and Freddie Mac mortgages of $417,000 or
less, reported that falling home prices have now spread to about 23% of the nation’s housing markets.
While there was still a small average price increase in home value nationwide, it was the lowest quarterly
rise in nearly seven years. It may be that the question is becoming less whether the housing bubble will
deflate as whether the air will leak out slowly or go pop like the dot com bubble of the late 1990’s. Some
economists warn that the latter case could lead the country into recession, but only 2% of the public picked
falling home prices over the high price of oil (26%), unfair foreign competition (18%), terrorism (16%),
the budget deficit (16%), or high taxes (6%) as the biggest threat to the U.S. economy.

Also, despite the continuing slowdown in home price increases, the survey showed that not too many think
that home prices will fall in their neighborhoods in the next few months. In fact, a majority expect prices to
stay the same over the coming half year (53%) and a greater percentage think prices will rise during that
period (27%) than think they will fall (19%). Still, a series of Times/Bloomberg surveys taken in 2006
show that concern about, or at least awareness of, the cooling housing market is steadily growing as the
year progresses.

Six months from now, do you expect housing values to increase in your neighborhood, or to decrease, or do
you think housing values in your neighborhood will remain about the same?

Now 6/06 3/06 1/06

Increase 27 33 36 38
Decrease 19 15 14 13
Remain Same 53 49 49 48
Don’t Know 1 3 1 1

source: L.A. Times/Bloomberg Polls

Those living in the suburbs and rural areas of the country are least optimistic about home prices. In the
suburbs today, only 20% predict an increase in the next six months, down 11 points from the more than
three in 10 who predicted the same thing last June. In rural areas, 25% now predict six month increases,
down 16 points from 41% last June. In small towns, 31% predict increases, compared to 38% last June.
City dwellers remain the most optimistic — the proportion who think prices will rise has increased five
points to 30%.

Wealth Effect

When respondents were asked to consider how falling home prices might affect their spending ability,
about three-fourths said that if the home values do decrease, it wouldn’t make a difference in their feelings
about how much money they have to spend. Eight percent (perhaps some of those in the market for a first
home purchase?) said they would feel like they had more money to spend on household items in that case,
14% said less, and 74% said it wouldn’t make much difference.

Wal-Mart

Poll respondents were read the following: Wal-Mart is a nationwide chain store that offers discounted
household items, clothing, and food. It is also the largest employer in the country. Critics of the company
say Wal-Mart hurts the U.S. economy by paying employees too little in wages and not providing enough
health care and other benefits. Supporters of the company say Wal-Mart helps the U.S. economy by saving
consumers money because they keep prices very low, and by giving them more affordable choices. On
balance, do you think Wal-Mart is good or bad for the U.S. economy, or don't you think Wal-Mart affects
the economy one way or the other, or haven't you heard enough about it to say?
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The survey found that Wal-Mart only has a narrow window of goodwill overall — 38% said that the
massive company is very (12%) or fairly (26%) good for the country, while 31% said they were very
(14%) or fairly (16%) bad for the country. Twelve percent said that it doesn’t have any effect on the
economy and another 19% weren’t sure or hadn’t heard enough about it to offer an opinion.

If Democrats running for Congress hope to make political hay of Wal-Mart’s treatment of employees, they
will be playing mostly to their base. Republicans are the biggest fans of the company — 52% said it helps
the U.S. economy more than hurts it. Democrats split 30% good to 38% bad and independents were
slightly more inclined to think the company is good by 36% to 31% who said bad. Men were somewhat
more likely than women to think Wal-Mart is good for the country, and those at the low end of the
financial spectrum were more inclined to be positive than those at the high end.

Personal Income and Financial Outlook

Nearly two out of five nationwide said that their personal financial situation is very (13%) or fairly (25%)
good right now. Fourteen percent said it was fairly (7%) or very (7%) bad while a plurality of 47% said
that it was somewhere in between those extremes. These figures may illustrate a national tendency to
downplay both personal wealth and lack of it since the numbers are not very different from those found the
last time the Times Poll asked a similar question, sixteen years ago. That was December 1990, when the
country was still mired in the lingering aftereffects of a global recession. The survey at that time found
little economic optimism — about four out of 10 of those surveyed at that time characterized the economy
as bad, including roughly three in 10 who said it was in a recession or worse. Even so, four in 10 also said
the “head of their household” was in good financial shape, 11% said bad, and a plurality of 49% said they
were somewhere in between, proportions very similar to the ones found in this survey’s question.

A majority (53%) in the current poll said that their income has not kept pace with rising energy prices and
other household costs, compared to 42% who said that their income has outpaced expenses. It is not
surprising, therefore, that most (64%) said that this isn’t a good time for them to spend money on big-ticket
items such as large appliances, electronics, automobiles and vacations. Only 22% characterized now as a
good time to do that.

Most respondents don’t expect their personal finances to improve much over the coming year. Half said it
would stay about the same, 11% said it would get worse and only 36% said they thought it would get
better. Not surprisingly, the future looks bleaker to those who aren’t doing well now. More than a quarter
of those who said their financial situation is bad predicted it would only be worse next year, compared to
4% among those with good financial situations and 12% of those who said their situation was so-so. Forty-
three percent of those who said finances are good think they will be even better in a year, compared to 36%
of those with bad financial situations, and 30% of those in between.

Lowest Income Americans

The survey found a slight increase in optimism about the national economy these days among even the
least wealthy segment of the public — those living in households with combined incomes of less than
$40,000 per year. Last June this group was more inclined to say the economy was doing badly than well by
18 points — 40% compared to 58% - but in the current poll that gap has narrowed to seven points — 45% to
53%. Similarly, the proportion of this group who said the economy is going to get worse in the short term
from 32% in June to 24% today. Still, more than half of this income group rated the economy as doing
badly now, including more than one in five who said it is doing very badly.

Most of the lower income group indicated that their incomes have not kept pace with increased living costs
—nearly two thirds said they are falling behind, compared to half of those in households making $40,000 to
$100,000, and only 30% of those making more than $100,000. The lower income group characterizes their
financial situation as at best so-so — 13% said it is good, compared to 42% of those in households making
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between $40K and $60K, 53% of those making between $60K and $100K and 72% of those making more
than that.

Last June’s poll found that cost increases in gasoline and other forms of energy were particularly rough on
the lower income groups - roughly two-thirds of those in households making less than $60K said they’d
had to cut back on other spending to compensate for the higher prices, compared to under half among those
making more. In the current survey about a third of those living in lower income households said that the
drop in gasoline prices alone has given them more money to spend on other things.

Analysis by Jill Darling Richardson
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Results from the Los Angeles Times/Bloomberg Poll
September 16-19, 2006

(National and Personal Economy)

Guide to Column Headings

ALL All adults

DEM Self-described Democrats

IND Self-described Independents

REP Self-described Republicans

<$40 Households with annual income of less than $40,000

$40-60 Households with annual income between $40,000 to $60,000
$60-100 Households with annual income between $60,000 to $100,000
>$100 Households with annual income of $100, 000 or more

MEN Males

WOM Females

Note:

(vol.) indicates a volunteered response
‘~‘ indicates of less than 0.5%

Q3. Do you approve or disapprove of the way George W. Bush is handling the economy? (IF APPROVE OR DISAPPROVE)
Do you (approve/disapprove) strongly or do you (approve/disapprove) somewhat?

ALL DEM IND REP <$40  $40-60 $60-100 >$100 MEN wOoM

Approve (net) 43 20 38 77 35 41 48 50 45 42
Approve strongly 21 4 16 46 14 16 23 29 25 17
Approve somewhat 23 16 22 31 21 25 25 21 20 25

Disapprove (net) 51 78 52 19 59 54 46 47 49 53
Disapprove somewhat 17 20 20 11 16 20 19 16 17 17
Disapprove strongly 34 58 32 8 43 34 27 31 32 36

Don’t know 6 2 10 4 6 5 6 3 6 5
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Q27. Generally speaking, do you think the nation's economy these days is doing very well, or fairly well, or fairly badly, or very
badly?

ALL DEM IND REP <$40  $40-60 $60-100 >$100 MEN wOoM

Well (net) 54 36 52 79 45 53 65 64 57 51
Very well 9 2 6 20 7 4 14 13 13 5
Fairly well 45 33 46 58 38 49 51 51 44 47

Badly (net) 44 63 46 18 53 45 35 36 a1 47
Fairly badly 27 38 28 12 31 31 23 25 25 28
Very badly 17 26 18 7 22 14 12 11 16 18

Don’t know 2 1 2 3 2 2 - - 2 2

Q28. Six months from now, do you expect the nation's economy will be better than it is now, worse than it is now, or about the
same as it is now?

ALL DEM IND REP <$40  $40-60 $60-100 >$100 MEN wOoM

Better 18 11 20 25 18 15 20 16 22 14
Worse 21 26 23 10 24 16 17 27 23 19
About the same 57 59 51 60 51 65 62 55 51 61
Don’t know 4 4 6 5 7 4 1 2 4 6

(ORDER OF PROBLEMS ARE ROTATED)
Q29. Which of the following, if any, is the biggest threat to the U. S. economy today: Is it the budget deficit, or high oil prices,
or unfair foreign competition, or terrorism, or falling housing prices, or high taxes?

ALL DEM IND REP <$40  $40-60 $60-100 >$100 MEN wOoM

High oil prices 26 23 27 30 31 22 23 22 26 26
Unfair foreign competition 18 16 20 17 14 24 24 14 20 16
Budget deficit 16 24 13 9 15 12 16 25 18 14
Terrorism 16 13 13 20 13 21 13 19 15 16
Falling housing prices 2 2 3 4 2 1 6 5 3 2
High taxes 6 7 5 7 7 5 5 8 7 7
All equally (vol.) 12 13 16 7 14 13 10 5 9 14
None of these (vol.) 2 1 2 2 2 1 2 2 2 2
Don’t know 2 1 1 4 2 1 1 - - 3
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Q30. Six months from now, do you expect housing values to increase in your neighborhood, or to decrease, or do you think
housing values in your neighborhood will remain about the same?

ALL DEM IND REP <$40  $40-60 $60-100 >$100 MEN wOoM

Increase 27 24 27 26 31 20 25 29 29 25
Decrease 19 19 22 15 16 18 25 22 20 18
Remain about the same 53 54 51 57 51 60 50 49 50 55
Don’t know 1 3 - 2 2 2 - - 1 2

Q31. If housing prices do fall over the next six months, will that make you feel like you have more money or less money to
spend on household goods, or will falling housing prices not make a difference in how you feel one way or the other? (IF MORE
OR LESS MONEY) Will that make you feel like you have a lot (more/less) money or only a little (more/less) money?

ALL DEM IND REP <$40  $40-60 $60-100 >$100 MEN WOM

More (net) 8 9 S 9 11 8 6 3 9 A
A lot more money 1 2 - 2 3 1 - 1 2 1
A little more money 6 7 5 7 8 7 6 2 7 5
Less (net) 14 18 12 12 15 13 14 18 14 14
A little less money 9 13 7 7 7 10 11 15 10 8
A lot less money 5 5 5 5 8 3 3 3 4 6
No difference 74 67 79 76 67 75 79 78 75 73
Doesn't apply to me (vol.) 3 4 2 1 3 3 1 1 1 4
Don’t know 2 2 2 2 4 1 - - 1 2

Q32. Taking into account the cost of living and the amount of money you have to spend, would you say your financial situation
right now is good, or bad, or somewhere in between? (IF GOOD OR BAD) Is that fairly (good/bad) or very (good/bad)?

ALL DEM IND REP <$40  $40-60 $60-100 >$100 MEN wOoM

Good (net) 38 28 34 56 13 42 S3 72 42 35
Very good 13 7 11 25 5 13 13 37 16 12
Fairly good 25 21 23 31 9 29 40 36 26 23

Bad (net) 14 17 18 S 29 6 7 1 14 14
Fairly bad 7 7 9 4 13 3 4 - 7 7
Very bad 7 10 9 2 16 3 3 1 7 8

In-between 47 54 43 37 56 52 40 25 43 50

Don’t know 1 1 1 2 - - 2 1 1
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Q33. How about next year? Do you think your financial situation twelve months from now will be better or worse than this year,
or will it be about the same? (IF BETTER OR WORSE) Will it be much (better/worse) or only somewhat better/worse)?

ALL

Better (net) 36
Much better 12
Somewhat better 24
Worse (net) 1
Somewhat worse 8
Much worse 3
Same as this year 50
Don’t know 3

DEM IND REP <$40  $40-60 $60-100  >$100 MEN WOM
29 36 44 28 32 S0 42 41 32
10 9 16 10 12 14 16 15 9
19 27 29 18 21 36 26 26 23
16 12 4 17 11 4 8 10 12
9 10 3 12 8 3 5 7 8
6 2 - 5 2 1 3 2 4
S2 438 =1 sl 36 45 49 43 S2
3 4 1 4 1 1 1 2 4
Q34. Generally speaking, has your household income and the tax cuts you received in recent years kept up with the rising
energy prices and other household costs, or has your household income not been able to keep up with the rising costs?
ALL DEM IND REP <$40  $40-60 $60-100  >$100 MEN WOM
Kept up with rising energy
prices and other costs 42 34 37 55 29 46 438 65 45 39
Not been able to keep up
with rising costs 53 61 58 38 65 50 50 30 51 55
Doesn't apply to me (vol.) 3 3 2 4 3 2 2 3 3 3
Don’t know 2 2 3 3 3 2 - 2 1 3

Q35. As you may know, gas prices have been coming down since the summer and the price of regular gas for your car is now
below $3.00 a gallon in some areas. Have the lower gas prices made you feel like you have more money to spend on other
household items, or has it not made a difference one way or the other?

ALL
Gives me more money to
spend 31
Not made a difference 61
Prices are not lower in my
area (vol.) 7
Don't know 1
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25 35 36 34 38 32 16 33 30

68 57 57 57 52 61 80 59 62

6 8 6 7 9 7 4 7 7

1 - 1 2 1 - - 1 1
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Q36. Considering your financial situation, is now a good or a bad time to buy expensive items, such as large appliances, video
equipment and computers, vacation trips, automobiles and things like that? (IF GOOD) Is it an excellent or just a good time to
buy such items? (IF BAD) Is it not such a good time or is it a poor time to buy such items?

ALL DEM IND REP <$40  $40-60 $60-100 >$100 MEN woOM

Good (net) 22 16 18 35 9 23 36 42 29 18
Excellent 3 - 3 5 - 2 4 6 5 1
Good 20 16 16 30 9 21 32 36 24 16
Not good (net) 64 72 67 48 81 66 49 43 59 68
Not so good 28 31 29 22 24 34 29 24 27 30
Poor 35 41 38 25 58 32 20 19 32 38
Neither good nor bad (vol.) 10 9 10 12 7 8 13 14 9 10
Don’t know 4 3 4 5 3 3 2 1 3 4

(ORDER OF STATEMENTS IS ROTATED)

Q37. As you may know, Wal-Mart is a nationwide chain store that offers discounted household items, clothing, and food items.
It is also the largest employer in the country. Critics of the company say Wal-Mart hurts the U.S. economy by paying employees
too little in wages and not providing enough health care and other benefits. Supporters of the company say Wal-Mart helps the
U.S. economy by saving consumers money because they keep prices very low, and by giving them more affordable choices. On
balance, do you think Wal-Mart is good or bad for the U.S. economy, or don't you think Wal-Mart affects the economy one way
or the other, or haven't you heard enough about it to say? (IF GOOD OR BAD) Are they very (good/bad) or only fairly
(good/bad) for the U.S. economy?

ALL DEM IND REP <$40  $40-60 $60-100 >$100 MEN wOoM

Good (net) 38 30 36 52 40 40 38 35 43
Very good 12 10 9 18 12 11 13 14 15
Fairly good 26 19 26 34 28 29 25 22 28

Bad (net) 3 38 3 21 27 28 34 46 32
Fairly bad 16 18 19 11 16 12 19 26 19
Very bad 14 21 12 10 12 16 15 20 13

No effect 12 13 13 10 10 13 13 12 10

Haven't heard enough 15 14 17 13 19 13 11 5 12

Don’t know 4 5 3 4 4 6 4 2 3

Methodology

The Los Angeles Times / Bloomberg Poll contacted 1,517 adults nationwide by telephone September 16 through 19,
2006. Telephone numbers were chosen from a list of all exchanges in the nation, and random digit dialing techniques
allowed listed and unlisted numbers to be contacted. Multiple attempts were made to contact each number. Adults
were weighted slightly to conform with their respective census figures for sex, race, age, education and region. The
margin of sampling error for all adults is plus or minus 3 percentage points. For certain subgroups, the error margin
may be somewhat higher. Poll results may also be affected by factors such as question wording and the order in
which questions are presented.
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