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A tale of two economies: bifurcated growth 

Consumer spending has always been the primary engine of economic growth in the United States, but 

currently it appears to be the only one. Even though job gains are beginning to moderate, 150,000 more 

jobs each month is still enough to tighten the labor market further and drive household spending 

moving forward. Sustained domestic demand means more appetite for imports at a time of weak 

exports are leading to a widening trade deficit. Unlike consumer sentiment and spending, business 

sentiment and investment remain depressed. Low and potentially falling prices, in part driven by low oil 

prices, are a global concern, contributing to an overall lack of pricing power, creating a drag on profit 

growth and roiling financial markets (stocks lower, very low yields being driven even lower). Businesses 

are worried about pressure on margins and are becoming even less willing to invest, except for repair 

and replacement. The room for fiscal stimulus across the globe is limited, and monetary loosening is 

already well into extraordinary measures, especially as the pace of base rate increases by the Fed is 

likely to be slowed substantially this year. It all adds up to relatively slow growth, but it does not add up 

to a prelude to a new recession.  

 

The U.S. Economic Forecast 

2015 2016 2014 2015 2016

    IV   Q*     I     Q     II    Q     III   Q     IV   Q   ANNUAL   ANNUAL   ANNUAL

Real GDP 0.7 2.0 2.5 2.4 2.4 2.4 2.4 2.0

Real Consumer Spending 2.2 2.5 2.5 2.6 2.6 2.7 3.1 2.6

Housing Starts Mil. Units 1.13 1.18 1.23 1.27 1.30 1.00 1.11 1.25

Real Capital Spending -1.8 2.5 4.0 4.0 4.0 6.2 2.9 2.4

Net Exports -566.5 -577.8 -585.4 -600.7 -613.7 -442.5 -547.1 -594.4

* actual value

(except where noted)

Percentage Change, Seasonally Adjusted Annual Rates
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