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Recession fears are lower but economic activity disappoints partly due to temporary effects 

Financial markets calmed down after nervous jitters at the beginning of the year. Fears that the 

economy was headed to a recession proved premature. But first quarter performance reflected an 

economy close to stalling out. Consumer spending slowed, especially on cars and other big ticket goods. 

But the job market remained resilient, supporting consumer confidence and moderate spending power 

growth going forward. Business investment continues to decline and sentiment is not supportive of 

significant rebound. Net exports are still a drag, but export growth is recovering a little.  The huge drag 

in the first quarter came from a correction of unintended bloated inventory build last year. The forecast 

is predicated on an inventory runoff over the next few quarters, as demand benefits from reasonably 

optimistic sentiment and growth in spending power along with pent-up demand for housing. With 

wages picking up, but productivity still weak, corporate profit margins are being squeezed. This is now 

the big issue, with a looming shortage in the talent pool putting upward pressure on wages, which in 

turn exerts ever more intense pressure on margins. How business responds, and how consumers react, 

will determine the growth path for the second half of this year, and flow into the first half of next year. 

 Overall, the U.S. economy should remain on a modest growth track of about 2 percent with low risk of 

recession in 2016, but growing in 2017.  

 

The U.S. Economic Forecast 

2015 2016 2015 2016 2017

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

Real GDP 1.4 0.3 2.1 2.3 2.2 2.4 1.6 2.0

Real Consumer Spending 2.4 1.7 2.4 2.4 2.3 3.1 2.4 2.2

Housing Starts Mil. Units 1.14 1.16 1.21 1.23 1.26 1.11 1.22 1.33

Real Capital Spending -2.1 -1.4 2.8 3.6 3.4 2.8 1.0 3.1

Net Exports -551.9 -580.6 -597.3 -613.8 -628.9 -543.5 -605.1 -664.8

* actual value

(except where noted)

Percentage Change, Seasonally Adjusted Annual Rates
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