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Financial markets return to calm as the economy glides along a 2+ percent growth path 

Financial market turbulence greeted the new year as fears of a global economic slowdown spread. Two 
months later, markets are calmer as oil and non-energy commodity prices slowly stabilize. Domestic 
consumer spending continues to underpin GDP growth as the economy generates relatively rapid job 
growth. The unemployment rate has edged below 5 percent even as labor participation edged higher 
over recent months. It could fall as low as 4.5 percent by the end of 2016 exerting more upward 
pressures on wages. Inflation measures, after prolonged period of weakness, have only modestly 
accelerated. Overall prospects for consumers, therefore, remains favorable. Business confidence and 
spending, on the other hand, remain weak but latest uptick in new orders suggests some stability. 
Business confidence and investment might turn stronger if this economic environment provided some 
room for more profits. The outlook however is that costs are and might continue to rise faster than 
inflation, keeping a tight squeeze on margins. The trade deficit will likely continue to widen with more 
domestic rather than foreign demand (as global economic growth remains soft). And the on-going 
correction of large inventory build in fourth quarter of 2015 will weigh down on growth in the first half 
of 2016.  In sum, the growth remains modest, but not strong enough to allow the Federal Reserve to 
step up its interest-rate normalization faster than a hike in the late spring or early summer. 

 

The U.S. Economic Forecast 

2015 2016 2014 2015 2016 2017

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

Real GDP 1.0 1.9 2.1 2.3 2.3 2.4 2.4 2.0 2.1

Real Consumer Spending 2.0 3.0 2.5 2.6 2.6 2.7 3.1 2.7 2.5

Housing Starts Mil. Units 1.13 1.18 1.23 1.27 1.30 1.00 1.11 1.25 1.34

Real Capital Spending -1.9 0.6 3.4 4.2 4.2 6.2 2.9 1.8 3.7

Net Exports -556.8 -567.8 -584.1 -605.5 -627.7 -442.5 -544.7 -596.3 -684.7

* actual value

(except where noted)

Percentage Change, Seasonally Adjusted Annual Rates
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