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AND when the economy is growing mod-
erately, as it has for the past few years? 
Fluctuations within the “normal” range 

mean that in one month the economy might ap-
pear ready to burst out of its doldrums and, the 
next month, about to plunge into recession—
while most economists stick with their normal-
range prognosis.

But pundits often find those monthly and quar-
terly shifts, however minor, irresistible mate-
rial for discussion. After all, the talking heads on 
24/7 cable TV need to say something, and it’s a lot 
more exciting to talk about doom and gloom—or 
the excitement of a “new economy”—than to tell 
the truth . . . which is that the economy is really 
pretty boring right now. 

The end of 2015 and early part of 2016 saw quite a 
bit of data to support the doom-and-gloom sto-
ryline; the 1 percent average GDP growth in Q4 
2015 and Q1 2016 is undeniably sluggish. But two 
quarters below trend don’t constitute a reces-
sion, and few people have seen much of an im-
pact. Notwithstanding a disappointing monthly 
report in early June, job growth has remained 
strong despite a decline in industrial production 

and flattening of some measures of residential 
construction. In a few months, those TV pundits 
may well be talking about a new boom. 

This doesn’t mean that the US economy is all 
hearts, flowers, and unicorns. Stubborn problems 
persist, such as:

• Foreign economic conditions continue to be 
a source of potential concern. China’s GDP 
growth increasingly seems to be held up by a 
growing web of debt—and debt cannot con-
tinue to grow indefinitely.1 Exactly what might 
happen if China’s economy crashes is uncer-
tain, but it would hardly strengthen the US 
economy. Meanwhile, Europe remains in the 
headlines. The first quarter saw faster Euro-
area GDP growth than in the United States, 
but the looming British vote on whether to 
exit the European Union creates ongoing un-
certainty. And EU authorities are still working 
to address issues with Greece.

• Global monetary policy has entered a new 
phase. Some 23 percent of global GDP is now 
being produced in economies with negative 
short-term interest rates, challenging eco-
nomic analysts around the world.
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As an economy fluctuates, so do economic measures. That may seem an 
innocuous truism, but it’s amazing how often even experienced observers of 
the economy forget what it really means. When times are good, the rate of 
economic growth might be high or even very high; in bad times, the economy 
can still sometimes register an upbeat quarter, at least according to the data.
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• Geopolitical conditions have been (relatively) 
quiet recently, but several wars in the Middle 
East, involving a confusing array of fighting 
factions, threaten to pull in the major powers. 
Russia-Ukraine tensions may not be regularly 
making Western headlines, but skirmishes 
could escalate anytime. And these geopolitical 
problems could push up oil prices and create 
additional challenges for policymakers and 
the US economy (albeit some relief for a few 
oil-producing countries and US states).

• House and Senate leaders have reiterated that 
they intend on ensuring that the government 
is funded for the next fiscal year. However, 
they have had trouble putting those inten-
tions into action. Following the abandonment 
of budget resolutions, the normal appropria-
tions process has stalled. Congress will likely 
end up needing to pass a comprehensive “om-
nibus” reconciliation bill at the last minute, 
and fervent, obstinate political opposition to 
last year’s budget compromise leaves open 
the possibility of a government shutdown in 
the middle of the presidential election.

• Elections in Europe and in the United States 
indicate an unusual level of distrust with cur-

rent political leadership and institutions. It’s 
unclear what this means for economic growth, 
but at the very least, the electoral volatility 
may present business with higher-than-usual 
political risks.

• If you thought that political uncertainty was 
the biggest factor holding back the Ameri-
can economy, however, consider this: US (and 
global) productivity growth remains very low, 
with no sign of an upturn, and experts have 
as yet reached no consensus on why this is 
the case. This slow growth contributes to dif-
ficulties addressing the country’s long-term 
budget issues—and helps to suppress wages, 
perhaps exacerbating today’s political unrest. 

Beware of the too-easy statement that risk is 
greater than in the past. Businesses faced ex-
tremely high levels of uncertainty in periods such 
as the early 1970s (with the Arab oil embargo and 
transition to floating exchange rates) and the fi-
nancial crisis just six years ago. Today’s risks are 
different, but they are hardly greater. The balance 
of risks, however, looks biased toward things that 
could go wrong; that’s why Deloitte’s forecast 
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judges the potential risk of slower growth to be 
greater than the risk of faster growth. 

This doesn’t make for especially colorful banter 
between TV pundits. It does, though, create an 
environment in which well-timed and careful in-
vestment can still be profitable, and in which the 
probability remains high that job growth and the 
economy will stay relatively healthy.

Scenarios
There are plenty of reasons why actual economic 
growth might be better or worse than Deloitte’s 
forecasted baseline. Our forecast, therefore, in-
cludes four different scenarios to illustrate pos-
sible future paths of the US economy. Deloitte’s 
forecasting team places subjective probabilities 
on each of the four potential scenarios.

The baseline (55 percent probability): Weak for-
eign demand weighs on growth. US domestic de-
mand is strong enough to provide employment 
for workers returning to the labor force for a 
couple of years, and the unemployment rate re-
mains around 5 percent. GDP annual growth hits 
a maximum of 2.5 percent. In the medium term, 
low productivity growth puts a ceiling on the 
economy, and by 2019, US growth is below 2 per-
cent, despite the fact that the labor market is at 
full employment. Inflation remains subdued.

Recession (5 percent): China’s financial problems 
create a drag on its economy, and growth slows 
substantially. This triggers a financial panic in 
East Asia, as investors in countries connected by 
supply chains to China seek to reduce risk. Vola-
tility in Europe increases, as does market valua-
tion of the riskiness of euro assets, adding to the 

panic. Several US financial institutions find them-
selves long on euro and China-related assets at 
the wrong time. The result: a global financial cri-
sis. Capital flows into the United States to avoid 
risk in Europe and Asia, and the US dollar climbs 
even higher. The financial panic throws the US 
economy into recession. Timely Fed action off-
sets the financial crisis after several months, 
leading to relatively fast growth during the re-
covery.

Slower growth (25 percent): Weak economic 
conditions abroad, financial turmoil, and flight 
from risky assets cuts demand below the level 
required for labor market equilibrium. Although 
the participation rate climbs slightly, hoped-for 
jobs disappear and the unemployment rate rises. 
Despite that increase, the Fed slowly raises inter-
est rates, helping to keep a cap on inflation. GDP 
growth stays below 2 percent for the foreseeable 
future.

Coordinated global boom (15 percent): Terror-
ism, refugee problems, and political unrest prove 
to be only minor obstacles for European econo-
mies, and the continent finally begins to pull out 
of the doldrums. Emerging markets also pick up 
momentum as China resolves its financial prob-
lems, and India and Brazil start to adopt more 
reforms. Capital flows out of the United States 
and into Europe and the developing world, push-
ing the dollar lower, further enhancing US ex-
ports. Continuing low US energy prices bolster 
US competitiveness. At home, the resolution of 
budget issues at both the federal and state levels 
allows more money to flow into infrastructure in-
vestment, creating short-term demand and long-
term productivity growth. 
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Sectors

Consumers

AH, the US consumer—longtime supporter 
of the global economy, and still surpris-
ingly resilient. Of course, consumers can’t 

spend money they don’t have, and their incomes 
largely depend on having jobs. Over the last year, 
with only a few blips, job growth has picked up, 
with wages showing faint signs of rising too. De-
spite that, higher saving rates mean that US con-
sumers have started sending a message to the 
rest of the world: They cannot continue to play 
Atlas, holding the global economy on their shoul-
ders as they did in the 2000s. Our forecast ex-
pects the US savings rate to settle in at just over 
5 percent; that is consistent with consumers’ be-
havior in the 1990s.

US households face some obstacles in their pur-
suit of the good life. They have (mostly) recovered 
from the overborrowing of the 2000s, though too 

many remain “underwater,” with houses worth 
less than what the household owes on the at-
tached mortgage. And there is the problem of 
growing income and wealth inequality. (For a 
brief inequality discussion, see Ira Kalish’s 2011 
Deloitte Review article “Mind the gap.”2) The cur-
rent presidential campaign, with its focus on 
working-class concerns and fears, suggests that 
inequality will be a focus of policy in the future.

Many US consumers spent the 1990s and ’00s 
trying to maintain spending even as incomes 
stagnated. After all, excitable pundits kept assur-
ing them that the technology transforming their 
lives would soon—any day now—make them all 
wealthy. But now they are wiser (and older, which 
is another problem, as many Baby Boomers face 
imminent retirement with inadequate savings). 
As long as a large share of the gains from technol-
ogy and other economic improvements flows to a 

Graphic: Deloitte University Press  |  DUPress.comSources: Deloitte/Oxford Economics.
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relatively small number of households, overall US 
consumer spending is likely to remain relatively 
restrained.

CONSUMER NEWS

Real consumer expenditures rose just 0.1 per-
cent on average in the first three months of 2016 
but then jumped 0.6 percent in April. As incomes 
continued to rise at a satisfactory rate, the saving 
rate was up to 5.9 percent by March before falling 
back to 5.4 percent in April. 

Headline retail sales were slow until April, when 
a sudden and unexpected jump in April (1.3 per-
cent, 0.8 percent less motor vehicles and parts) 
indicated that the slowdown was likely tempo-
rary. Higher gasoline prices are responsible for 
part of the increase, but sales rose in almost all 
categories. 

Consumer confidence has fallen slightly off the 
end-of-year highs but generally remains elevat-
ed. Continued strong job growth and some stir-
rings of wage gains are likely keeping consumers 
buoyant. 

Housing
Every year, thousands of young Americans aban-
don the nest, happy to leave home and start their 

own households. But more than usual stayed put 
during the recession: The number of households 
didn’t grow nearly enough to account for all the 
newly minted young adults. We expect those 
young adults would prefer to live on their own 
and create new households; as the economy con-
tinues to recover, they will likely do exactly that—
as previous generations have.

This likely means some positive fundamentals 
for housing construction in the short run. Since 
2008, the United States has been building fewer 
new housing units than the population would 
normally require; in fact, housing construction 
was hit so hard that the oversupply turned into 
an undersupply. But the hole is smaller than these 
factors might suggest, due to factors offsetting 
each other:

• If household size returns to mid-2000s levels, 
we would need an additional 3.2 million units.

• On the other hand, household vacancy rates 
are much higher than normal. Vacancy re-
turning to normal would make available an 
additional 2.5 million units—which would 
fill 78 percent of the pent-up demand for 
housing units.

• But are the existing vacant houses in the right 
place or condition, or are they the right type, 
for that pent-up demand? The future of hous-
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ing may look very different than in the past. 
Growth in new housing construction has been 
concentrated in multifamily units. If that con-
tinues, we may find it is related to young buy-
ers’ growing reluctance to settle in existing 
single-family units.

In developing our housing forecast, we assumed 
that the demand for housing (in the form of the 
average household’s size decreasing) picks up in 
2016, vacancy rates gradually drop, and house-
hold depreciation begins falling after new rent-
ers and buyers remove about 2.5 million housing 
units from the nation’s housing surplus. Slowing 
population growth suggests that we will have a 
short-lived housing boom in which starts hit the 
1.3–1.4 million level, followed by a period of con-
traction until starts reach the level of long-run 
demand. We estimate this to be about 1.0 million 
units in the medium term. Housing will likely con-
tribute to GDP growth in 2016 but subtract from 
GDP growth by 2018 as the pent-up demand goes 
away. In the long run, the slowing population 
suggests that housing will not be a growth sector 
(although specific segments, such as housing for 
elderly residents, might well be very strong).3 

Tight housing credit may be a key culprit in keep-
ing individual purchases of single-family houses 
low, although there are some signs that credit is 
loosening. Young adults also seem to be showing 
a preference for living in urban rather than sub-
urban communities. There may be some signifi-
cant changes from the postwar model of single-
family home ownership in store.

HOUSING NEWS

Housing permits fell in the first few months of 
2016, although April saw a significant rebound. 
Much of the decline was in the volatile multi-
family segment; single-family permits remain 
stable, although at a low number compared to 
the pre-recession period. Housing construction 
remains substantially below the level needed to 
meet the pent-up demand for housing created by 
the lack of construction since 2008.

Contract interest rates have fallen about 30 ba-
sis points in the past six months. House prices 
are rising very slowly—as of February, the Case-
Shiller home price index was about 5 percent 
above the year-ago level. 

Graphic: Deloitte University Press  |  DUPress.comSources: Deloitte/Oxford Economics.
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Business investment
Since the recession’s end, many have lamented 
the impact of political uncertainty on business 
decisions—specifically, on investment. In fact, 
relative to GDP, business investment has been 
one of this recovery’s better-performing sectors. 
With strong profit growth, however, businesses 
might well have invested even more. Many busi-
nesses are likely still waiting for assurance that 
they will have customers; once those customers 
return, there may be more reason to ramp up in-
vestment. Watch what businesses do, not what 
they say.

Other, more concrete factors are also weigh-
ing down investment. The rising dollar is not 
only making US companies less competitive—it’s 
cutting overseas earnings valued in dollars and 
therefore reducing margins for US multination-
als. And China’s slowing growth is exposing global 
excess capacity in many industries. In our base-
line scenario, these factors help to moderate 
growth and demand. In the “slower growth” sce-
nario, they become important factors in keeping 
the US economy below potential growth.

The fall in oil prices has been a complicating fac-
tor in this positive outlook. Oil and gas extrac-
tion accounted for 6 percent of all nonresidential 
fixed investment in 2013. That’s a hefty amount 
(considerably larger than the sector’s value added 
share), so shutting down new US oil exploration 
had an immediate impact on investment. How-
ever, the big drop in the price of oil will surely 
eventually affect the 94 percent of business in-
vestment that is unrelated to oil and gas extrac-
tion.

BUSINESS INVESTMENT NEWS

Real business fixed investment fell at a 5.6 per-
cent annual rate in the first quarter (according 
to the first GDP release), the second consecutive 
quarter of decline. Both equipment investment 
and structures investment fell, while intellectual-
property investment rose a subpar 1.7 percent.

Nondefense capital-goods shipments—an ef-
fective high-frequency measure of equipment 
spending—was flat over the first three months of 
the year. That’s an improvement over the end of 
2015. The less-volatile category of capital goods 
less aircraft, however, fell in January and Febru-
ary and was flat in March.

Graphic: Deloitte University Press  |  DUPress.comSources: Deloitte/Oxford Economics.
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Private nonresidential construction grew in the 
first three months of 2016. Office construction 
was particularly strong (growing at an average 
monthly rate of over 3 percent). Commercial and 
manufacturing construction grew more slowly.

The cost of capital remains very low. Interest rates 
fell from 4.0 percent for AAA corporate bonds at 
the end of 2015 to just 3.6 percent by April 2016. 
Stock indexes picked up after February. Profits 
remain at near record levels of national income.

Foreign trade
Globally, the United States should be highly com-
petitive. US unit labor costs have been falling and 
remain low despite the slowdown in productivity 
(as wages are stagnant, by and large). In a smooth-
ly running global economy, the need for capital 
in the developing world should help to keep the 
dollar at a reasonable level, and the international 
price of US goods would be very attractive.

The global economy, alas, is not functioning well. 
The high US dollar has more than offset falling 
American unit labor costs, as global investors 
seek security in US assets. And weak demand 

abroad tends to make the job of American ex-
porters even harder.

All of this amounts to a substantial headwind to 
US GDP growth. Our baseline forecast shows real 
export growth of around 2 percent for 2016 and 
2017, picking up to 5–6 percent afterward. The 
current account starts falling relative to GDP in 
2018 but remains over 2 percent for the entire 
forecast. Until growth in Europe picks up, it is 
hard to see trade contributing to US GDP growth.

Foreign trade news
US goods rose substantially in April after falling 
in March. This may indicate that the decline in 
exports that began in late 2014 is reaching its 
bottom. Overall imports rose in April but made 
up less than half the ground lost in March. The 
overall trade balance was slightly lower in April 
and March than it was in November–February.

The dollar has been falling against most major 
currencies, with a rise in the euro since February 
as the exception. At $1.13 (as of early June), the 
euro is still quite cheap. European GDP growth 

Graphic: Deloitte University Press  |  DUPress.comSources: Deloitte/Oxford Economics.
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has been surprisingly strong, although industrial 
production remains weak. 

The Chinese economy is recording satisfac-
tory growth, though many observers remain 
concerned about the country’s financial system 
and continuing infrastructure investment. Some 
analysts focus on signs of strength in China’s 
consumer and service sectors, suggesting a 
long-awaited adjustment to becoming a consum-
er-driven economy. Others point to indications 
that official Chinese figures may be implausibly 
high. China’s future remains a large risk for the 
global economy.

Government
US government spending on goods and services 
has been stagnant, and we expect little change in 
the next few years. That’s actually an improve-
ment from the 2010–13 period, when government 
cutbacks pulled down economic growth. In 2016, 
we are actually seeing a modest contribution 
of federal spending to GDP. That’s the result of 
the last federal budget agreement, which raised 
caps on both defense and nondefense purchases. 

However, pressures from entitlement spending 
are expected to keep the lid on future increases 
in federal government demand.

Congress, though, is far behind schedule on ap-
propriations for the next fiscal year. There may 
be a small prospect of yet another budget crisis, 
this one in the middle of the presidential election 
campaign. Our baseline forecast assumes that 
cool heads will prevail and the federal govern-
ment will remain funded through the end of the 
forecast horizon. 

After years of belt-tightening, most state and 
local governments are no longer actively cut-
ting spending. They are getting some good rev-
enue news from rising house prices and growing 
employment, though low oil prices continue to 
weigh on the budgets of several states with large 
oil-production sectors, and pesky pension liabili-
ties continue to restrain state and local spend-
ing, The Congressional Budget Office estimates a 
shortfall of $2–3 trillion in state and local pension 
funding, and the need to fund these liabilities 
will likely keep a lid on state and local spending 
growth.

Graphic: Deloitte University Press  |  DUPress.comSources: Deloitte/Oxford Economics.
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should help to bring people back into the labor 
force.

But a great many people have been out of work 
for a long time—long enough that their basic 
work skills may be eroding. When the labor mar-

GOVERNMENT NEWS

The federal deficit was about 25 percent higher in 
the first seven months of FY2016 than in the same 
period in FY2015. Outlays were up 4.4 percent, 
while revenues rose only 1.2 percent. Federal tax 
collections in April 2016 were lower than expect-
ed, reflecting lower final payments for 2015 in-
dividual income taxes than authorities expected. 

Government employment at all levels has been 
essentially flat over the past few months. 

Labor markets
If the US economy is to produce more goods and 
services, it will likely need more workers, and the 
currently moderate wage growth is encourag-
ing firms to increase capacity by hiring workers. 
However, many potential workers remain out of 
the labor force: They left in 2009, when the labor 
market was terrible, and conditions apparently 
are still not good enough to entice most of them 
to return. Accelerating production will carry with 
it an eventual acceleration in demand for work-
ers, along with a welcome mild rise in wages. That 

DELOITTE LABOR FORCE PROJECTIONS
In the near term, the overall participation 
rate will likely be affected by two offsetting 
trends. The aging of the population—in 
particular, early Baby Boom cohorts reaching 
retirement age in the next five years—will 
push down the participation rate. However, 
the poor labor market has driven down 
participation rates for younger workers 
as well, and the economic improvement 
in the forecast will almost certainly entice 
many people in these middle-aged and, 
especially, younger cohorts to return to the 
labor market.

The labor force projection in this forecast 
assumes that participation rates for the 
over-60s will remain at current levels and 
that participation rates for the under-30s will 
return to their 1997–2000 average.4

Graphic: Deloitte University Press  |  DUPress.comSources: Deloitte/Oxford Economics.
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ket tightens, will those people be employable? 
Deloitte’s forecast team remains optimistic that 
improvements in the labor market will eventually 
prove attractive to potential workers and that la-
bor force participation will pick up accordingly.

LABOR MARKET NEWS

Monthly initial claims for unemployment insur-
ance are holding steady, in the 260,000 range. 
Job openings continue to grow and, at almost 5.8 
million, are at the highest level recorded in this 
data. Quits (voluntary separations) fell in January, 
possibly because of seasonal reasons, but have 
resumed rising. The high level of voluntary quits 
suggests that labor demand remains strong.

Payroll employment growth dipped in April and 
came in very low in May, bringing the three-
month average to just 116,000. The unemploy-
ment rate fell to 4.7 percent, but that’s because 
the participation rate has been falling; it remains 
considerably lower than the average rate before 
the financial crisis, even adjusted for the age of 
the population. The forecast assumes this is with-
in the normal variation of a growing economy.

Financial markets
Interest rates are among the most difficult eco-
nomic variables to forecast because movements 
depend on news—and if we knew it ahead of time, 
it wouldn’t be news. The Deloitte rate forecast is 
designed to show a path for interest rates con-
sistent with the forecast for the real economy. 
But the potential risk for different interest-rate 
movements is higher here than in other parts of 
our forecast.

Global financial markets are now in a highly un-
usual state. About $10 trillion in sovereign debt is 
now trading at negative interest rates (meaning 
borrowers are paying for the privilege of loaning 
money to these countries).5 The existence of neg-
ative interest rates is unprecedented, and the fact 
that even large countries (such as Germany) are 
borrowing on these terms indicates that global 
financial markets have not fully recovered from 
the problems of the previous decade. 

Despite this, the forecast sees both long- and 
short-term interest rates headed up—maybe not 
this week, or this month, but sometime in the fu-
ture. The economy’s return to full employment 

Graphic: Deloitte University Press  |  DUPress.comSources: Deloitte/Oxford Economics.
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would mean a return to “normal” short-term in-
terest rates, though relatively slow growth will 
likely keep a lid on longer rates in the medium 
term. The 10-year bond rate is set to rise but will 
likely remain at relatively low levels throughout 
the forecast period.

But the most sophisticated observers of financial 
markets understand the most important thing 
about interest rates: They fluctuate. This is the 
sector that is most likely to surprise us.

The current baseline assumes that the Fed will 
raise interest rates once—in July—during the re-
mainder of the year. While speculation on the 
precise date of the next Fed hike has fluctu-
ated with economic data—particularly with the 
monthly employment report—the overall forecast 
would not significantly differ if the Fed hiked ear-
lier or later, and raised rates two or three times 
instead of the assumed one time. The anticipated 
impact of each hike is relatively small (although 
the cumulative impact may be large). And the ex-
act timing is much less important for the econ-
omy than the overall trend and direction of rate 
changes.

FINANCIAL MARKET NEWS

Although the Fed left interest rates unchanged in 
April, minutes from the Open Market Committee 
meeting suggested that members might be com-
fortable with a summer hike. The most recent 
“dot plots” suggest that the Fed will hike interest 
rates twice this year. 

Risk spreads jumped in early 2016. By February, 
the junk-bond spread over AAA bonds was 4.4 
percentage points. Since then, risk spreads have 
fallen as the stock market has picked up. 

Stock prices rose in March, fell in April, and re-
bounded somewhat in May, making up most of 
the ground lost in the December–February stock 
market correction. 

Bank lending remained healthy, with loans grow-
ing at an average rate of over 9 percent since the 
beginning of 2016.

Prices
Remember the pundits who proclaimed loudly 
that the Fed’s actions in 2009 would spark run-

Graphic: Deloitte University Press  |  DUPress.comSources: Deloitte/Oxford Economics.
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ENDNOTES

away inflation? Likely, they’d rather you didn’t. 
Prices have been the most boring part of fore-
casting for the past six years, and there is little 
reason to think that’s going to change.

Inflation is hard to come by when the labor mar-
ket—which accounts for two-thirds of all costs 
in the US economy—has been so slack. Work-
ers haven’t had leverage to obtain higher wages 
when prices go up, and businesses generally lack 
the pricing power to cover higher costs. Instead, 
shocks from higher (or lower) energy or food 
prices have dissipated into the ether rather than 
being translated into sustained, higher inflation.

That means that inflation will likely remain tame 
at least until the economy reaches full employ-
ment. Although employment growth in the past 
couple of years has whittled away at the potential 
employment surplus, it’s still pretty large—and 
bigger than the unemployment rate indicates. So 
don’t hold your breath waiting for the return of 

the 1970s. Bell bottoms, disco, and high inflation 
are likely all safely in our past (for now).

PRICE NEWS

Overall CPI growth remains low (1.1 percent over 
the past year in April), although much of that is 
due to falling gasoline prices. Core CPI was up 2.1 
percent in April, slightly less than earlier in the 
year. Rising gas prices will push up the overall CPI 
in the next few months. 

Final demand PPI is almost flat for the year; this is 
partially because of energy, but the core PPI is up 
just 0.9 percent, so there are few “pipeline” infla-
tionary pressures. 

Wages remain relatively tame. Average hourly 
earnings grew 2.5 percent over the past year, 
about the same as in the recent past. This is still 
below the 3.0 percent average growth rate re-
corded during the previous recovery.
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Appendix
Table 1. Deloitte US forecast: Baseline
Percent change, year over year unless otherwise noted.

History Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
GDP and components

Real GDP 1.6 2.2 1.5 2.4 2.4 1.9 2.5 1.9 1.5 1.8 1.7

Real consumer spending 2.3 1.5 1.7 2.7 3.1 2.6 2.9 2.1 1.5 1.4 1.6

Real consumer spending, durable goods 6.1 7.4 5.8 5.9 6.0 2.8 4.8 3.7 2.5 1.6 2.2

Real consumer spending, nondurable goods 1.8 0.6 1.9 2.1 2.6 2.2 2.4 1.7 1.4 1.2 1.5

Real consumer spending, services 1.8 0.8 1.0 2.4 2.8 2.7 2.7 1.9 1.5 1.4 1.6

Real investment in private housing 0.6 13.5 9.5 1.8 8.9 8.9 0.3 -2.1 -12.6 -7.9 -6.1

Real fixed business investment 7.7 9.0 3.0 6.2 2.8 0.3 5.0 4.3 5.9 4.9 3.0

Real inventory accumulation 38.0 55.0 61.0 68.0 98.0 48.0 40.0 30.0 20.0 24.0 25.0

Real exports of goods and services 6.9 3.4 2.8 3.4 1.1 0.6 2.9 3.6 5.0 5.6 5.3

Real imports of goods and services 5.5 2.2 1.1 3.8 4.9 1.1 3.5 3.1 3.1 3.0 3.2

Real government consumption and investment -3.0 -1.9 -3.0 -0.6 0.7 1.0 0.5 0.5 0.5 0.7 0.6

Real federal government consumption and investment -2.7 -1.9 -5.7 -2.4 -0.3 0.2 -0.6 -0.8 -0.6 0.2 -0.9

Real state and local government consumption and investment -3.3 -1.9 -1.0 0.6 1.4 1.4 0.9 1.1 1.2 1.2 1.2

Prices

Consumer price index 3.1 2.1 1.5 1.6 0.1 1.2 2.5 2.2 2.3 2.3 2.1

Chained price index for personal consumption expenditures 2.5 1.9 1.4 1.4 0.3 1.2 2.5 2.1 2.1 2.2 2.0

Chained GDP price index 2.1 1.8 1.6 1.6 1.0 1.4 2.3 2.4 2.2 2.1 2.0

Employment cost index 2.0 1.9 1.9 2.1 2.1 2.4 2.9 2.1 1.7 2.1 2.4

Labor markets

Average monthly change in employment 167.0 177.0 200.0 236.0 231.0 210.0 186.0 132.0 61.0 68.0 72.0

Unemployment rate (percent) 8.9 8.1 7.4 6.2 5.3 4.9 4.9 4.9 4.9 4.8 5.0

Employment to population (percent) 58.4 58.6 58.6 59.0 59.3 59.9 60.4 60.6 60.4 60.1 59.9

Income and wealth

Real disposable personal income 2.5 3.2 -1.4 2.7 3.4 2.7 2.6 2.1 1.4 1.3 1.7

Net household wealth ($ trillion) 63.0 70.0 79.0 84.0 87.0 92.0 102.0 108.0 108.0 118.0 130.0

Personal saving rate (percent of disposable income) 6.0 7.6 4.8 4.8 5.1 5.1 5.0 5.2 5.1 5.1 5.2

After-tax corporate profits with corporate profits with inventory 
valuation and capital consumption adjustments 4.0 10.0 2.0 1.7 -3.1 -1.2 -1.9 -1.5 2.1 3.4 1.3

Housing

Housing starts (thousands) 612.0 784.0 928.0 1001.0 1107.0 1227.0 1331.0 1315.0 1129.0 1013.0 929.0

Stock of owner-occupied homes (millions) 132.0 133.0 133.0 134.0 135.0 136.0 136.0 138.0 138.0 139.0 140.0

Interest rate on 30-year fixed rate mortgages (percent) 4.5 3.7 4.0 4.2 3.9 3.8 4.4 5.2 6.5 7.3 7.1

Foreign trade

Current account balance, share of GDP (percent) -3.0 -2.8 -2.3 -2.2 -2.7 -2.6 -2.7 -2.6 -2.4 -2.4 -2.3

Merchandise trade balance ($ billion) -725.0 -730.0 -690.0 -727.0 -737.0 -729.0 -788.0 -819.0 -826.0 -817.0 -821.0

Relative unit labor costs (Index, 2008=100) 85.6 83.1 80.7 82.7 87.9 90.8 92.2 91.5 89.4 87.2 85.4

Financial

Federal funds rate (percent) 0.1 0.1 0.1 0.1 0.2 0.6 1.3 2.0 3.0 3.4 3.4

Yield on 10-year Treasury note (percent) 2.1 1.7 2.8 2.3 2.2 2.2 2.7 3.4 4.9 5.1 5.0

Government

Federal budget balance, unified basis (share of GDP, percent) -8.5 -7.3 -4.3 -2.9 -2.6 -2.4 -2.7 -3.0 -3.3 -3.6 -3.9

Sources: Historical data: US government agencies and Oxford Economics. Forecast: Deloitte, using the Oxford Global Economic Model.
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Table 2. Coordinated global recovery
Percent change, year over year unless otherwise noted.

History Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
GDP and components

Real GDP 1.6 2.2 1.5 2.4 2.4 2 2.8 2.8 3.1 2.3 2.4

Real consumer spending 2.3 1.5 1.7 2.7 3.1 2.8 2.9 2.6 2.6 2 2

Real consumer spending, durable goods 6.1 7.4 5.8 5.9 6 2.8 4.7 4.1 3.4 2.8 2.5

Real consumer spending, nondurable goods 1.8 0.6 1.9 2.1 2.6 2.4 2.4 2.2 2.4 1.8 1.8

Real consumer spending, services 1.8 0.8 1 2.4 2.8 2.9 2.8 2.5 2.5 1.9 1.9

Real investment in private housing 0.6 13.5 9.5 1.8 8.9 9.4 0.9 -1.4 -5.4 -5.7 -0.7

Real fixed business investment 7.7 9 3 6.2 2.8 1.2 8.5 14.4 11.5 8.1 7.6

Real inventory accumulation 38 55 61 68 98 49 44 46 53 44 41

Real exports of goods and services 6.9 3.4 2.8 3.4 1.1 0.6 3.6 4.7 5.5 5.8 6

Real imports of goods and services 5.5 2.2 1.1 3.8 4.9 2.5 5.5 9.8 6.1 5.6 5.9

Real government consumption and investment -3 -1.9 -3 -0.6 0.7 1 0.5 0.5 0.5 0.7 0.6

Real federal government consumption and investment -2.7 -1.9 -5.7 -2.4 -0.3 0.2 -0.6 -0.8 -0.6 0.2 -0.9

Real state and local government consumption and investment -3.3 -1.9 -1 0.6 1.4 1.4 0.9 1.1 1.2 1.2 1.2

Prices

Consumer price index 3.1 2.1 1.5 1.6 0.1 1.3 2.4 2.3 2.2 2.2 2.2

Chained price index for personal consumption expenditures 2.5 1.9 1.4 1.4 0.3 1.3 2.3 2.2 2.1 2 2.1

Chained GDP price index 2.1 1.8 1.6 1.6 1 1.4 2.3 2.4 2.2 2.1 2

Employment cost index 2 1.9 1.9 2.1 2.1 2.4 2.9 2.3 3.2 2.9 2.6

Labor markets

Average monthly change in employment 167 177 200 236 231 212 238 99 92 92 94

Unemployment rate (percent) 8.9 8.1 7.4 6.2 5.3 4.9 4.9 4.9 5 4.9 5.2

Employment to population (percent) 58.4 58.6 58.6 59 59.3 59.9 60.5 60.7 60.6 60.5 60.3

Income and wealth

Real disposable personal income 2.5 3.2 -1.4 2.7 3.4 2.6 2.8 2.6 2.4 2 1.8

Net household wealth ($ trillion) 63 70 79 84 87 92 102 110 118 123 132

Personal saving rate (percent of disposable income) 6 7.6 4.8 4.8 5.1 4.9 4.9 5 4.9 5 5

After-tax corporate profits with corporate profits with inventory 
valuation and capital consumption adjustments 4 10 2 1.7 -3.1 -1.1 0 2 5.3 0.5 3.6

Housing

Housing starts (thousands) 612 784 928 1,001 1,107 1,232 1,346 1,340 1,246 1,145 1,111

Stock of owner-occupied homes (millions) 132 133 133 134 135 136 137 138 139 140 140

Interest rate on 30-year fixed rate mortgages (percent) 4.46 3.66 3.98 4.17 3.85 3.83 4.48 5.22 6.17 7.14 7.83

Foreign trade

Current account balance, share of GDP (percent) -3 -2.8 -2.3 -2.2 -2.7 -2.8 -3.1 -3.8 -4.1 -4.4 -4.6

Merchandise trade balance ($ billion) -725 -730 -690 -727 -737 -772 -866 -1,103 -1,224 -1,330 -1,477

Relative unit labor costs (Index, 2008=100) 85.6 83.1 80.7 82.7 87.9 90.9 92.2 90.3 87.6 85.6 83.3

Financial

Federal funds rate (percent) 0.13 0.13 0.13 0.1 0.16 0.74 1.38 2.3 3.34 3.4 3.4

Yield on 10-year Treasury note (percent) 2.05 1.71 2.75 2.28 2.19 2.3 2.77 3.42 4.27 5.52 5.98

Government

Federal budget balance, unified basis (share of GDP, percent) -8.5 -7.3 -4.3 -2.9 -2.6 -2.4 -2.7 -2.9 -2.9 -3 -3.3

Sources: Historical data: US government agencies and Oxford Economics. Forecast: Deloitte, using the Oxford Global Economic Model.
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Table 3. Recession
Percent change, year over year unless otherwise noted.

History Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
GDP and components

Real GDP 1.6 2.2 1.5 2.4 2.4 1.5 -0.5 2.6 2.8 2.1 2

Real consumer spending 2.3 1.5 1.7 2.7 3.1 2.1 0.2 2.3 2.9 2.6 2

Real consumer spending, durable goods 6.1 7.4 5.8 5.9 6 2.8 3.3 4 3.8 2.2 1.9

Real consumer spending, nondurable goods 1.8 0.6 1.9 2.1 2.6 1.7 -0.5 1.9 2.8 2.5 1.9

Real consumer spending, services 1.8 0.8 1 2.4 2.8 2.1 -0.1 2.2 2.8 2.6 2

Real investment in private housing 0.6 13.5 9.5 1.8 8.9 8.1 -6.3 4.8 -4.1 -7.6 0.3

Real fixed business investment 7.7 9 3 6.2 2.8 -0.2 -4.1 0.5 11.6 7.9 6.3

Real inventory accumulation 38 55 61 68 98 46 -19 26 44 36 33

Real exports of goods and services 6.9 3.4 2.8 3.4 1.1 0 -3.8 9.4 10.6 6.8 6.8

Real imports of goods and services 5.5 2.2 1.1 3.8 4.9 0.4 -5.8 5.4 13.5 8.9 7.6

Real government consumption and investment -3 -1.9 -3 -0.6 0.7 1 0.5 0.5 0.5 0.7 0.6

Real federal government consumption and investment -2.7 -1.9 -5.7 -2.4 -0.3 0.2 -0.6 -0.8 -0.6 0.2 -0.9

Real state and local government consumption and investment -3.3 -1.9 -1 0.6 1.4 1.4 0.9 1.1 1.2 1.2 1.2

Prices

Consumer price index 3.1 2.1 1.5 1.6 0.1 1.1 0.3 1.1 2.2 1.9 1.6

Chained price index for personal consumption expenditures 2.5 1.9 1.4 1.4 0.3 1.1 0.3 1 2 1.7 1.5

Chained GDP price index 2.1 1.8 1.6 1.6 1 1.3 1.2 1 1.3 1.5 1.8

Employment cost index 2 1.9 1.9 2.1 2.1 2.4 0.8 -0.3 1.7 2.1 1.7

Labor markets

Average monthly change in employment 167 177 200 236 231 147 -9 184 179 93 80

Unemployment rate (percent) 8.9 8.1 7.4 6.2 5.3 5 6.4 6.8 5.7 5.2 5.3

Employment to population (percent) 58.4 58.6 58.6 59 59.3 59.8 59.4 59.3 59.7 59.8 59.6

Income and wealth

Real disposable personal income 2.5 3.2 -1.4 2.7 3.4 2.6 1.7 1.9 2 2.3 1.7

Net household wealth ($ trillion) 63 70 79 84 87 80 100 110 121 115 120

Personal saving rate (percent of disposable income) 6 7.6 4.8 4.8 5.1 5.5 6.8 6.5 5.8 5.5 5.3

After-tax corporate profits with corporate profits with inventory 
valuation and capital consumption adjustments 4 10 2 1.7 -3.1 -3 -8.7 8.1 0.4 -5.5 6.4

Housing

Housing starts (thousands) 612 784 928 1,001 1,107 1,217 1,235 1,306 1,231 1,109 1,085

Stock of owner-occupied homes (millions) 132 133 133 134 135 136 136 137 138 139 140

Interest rate on 30-year fixed rate mortgages (percent) 4.46 3.66 3.98 4.17 3.85 3.73 4.02 3.99 4.31 6.67 7.42

Foreign trade

Current account balance, share of GDP (percent) -3 -2.8 -2.3 -2.2 -2.7 -2.6 -2 -1.8 -2.5 -2.4 -2.7

Merchandise trade balance ($ billion) -725 -730 -690 -727 -737 -719 -632 -607 -787 -947 -1,027

Relative unit labor costs (Index, 2008=100) 85.6 83.1 80.7 82.7 87.9 91.5 93.5 89.3 88.3 84.9 83.1

Financial

Federal funds rate (percent) 0.13 0.13 0.13 0.1 0.16 0.25 0.25 0.25 1.09 3.3 3.38

Yield on 10-year Treasury note (percent) 2.05 1.71 2.75 2.28 2.19 1.9 2.11 2.1 2.82 5.09 5.33

Government

Federal budget balance, unified basis (share of GDP, percent) -8.5 -7.3 -4.3 -2.9 -2.6 -2.5 -3.3 -4 -3.8 -3.8 -4.1

Sources: Historical data: US government agencies and Oxford Economics. Forecast: Deloitte, using the Oxford Global Economic Model.
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Table 4. Slower growth
Percent change, year over year unless otherwise noted.

History Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
GDP and components

Real GDP 1.6 2.2 1.5 2.4 2.4 1.8 1.9 1.6 1.4 1.3 1.7

Real consumer spending 2.3 1.5 1.7 2.7 3.1 2.4 1.9 1.7 1.6 1.4 1.3

Real consumer spending, durable goods 6.1 7.4 5.8 5.9 6 2.8 4.4 3.4 2.7 1.7 1.9

Real consumer spending, nondurable goods 1.8 0.6 1.9 2.1 2.6 2 1.3 1.2 1.4 1.2 1.2

Real consumer spending, services 1.8 0.8 1 2.4 2.8 2.5 1.7 1.5 1.5 1.4 1.3

Real investment in private housing 0.6 13.5 9.5 1.8 8.9 9 2.7 -0.9 -7.7 -12.4 -2.6

Real fixed business investment 7.7 9 3 6.2 2.8 0.2 4.5 3.2 4.5 4.6 4.6

Real inventory accumulation 38 55 61 68 98 47 28 21 15 15 22

Real exports of goods and services 6.9 3.4 2.8 3.4 1.1 0.6 2.1 3.1 2.7 3.6 4.7

Real imports of goods and services 5.5 2.2 1.1 3.8 4.9 0.9 2.3 2.5 3 2.1 3.4

Real government consumption and investment -3 -1.9 -3 -0.6 0.7 1 0.5 0.5 0.5 0.7 0.6

Real federal government consumption and investment -2.7 -1.9 -5.7 -2.4 -0.3 0.2 -0.6 -0.8 -0.6 0.2 -0.9

Real state and local government consumption and investment -3.3 -1.9 -1 0.6 1.4 1.4 0.9 1.1 1.2 1.2 1.2

Prices

Consumer price index 3.1 2.1 1.5 1.6 0.1 1.2 1.9 1.5 1.8 1.9 2.1

Chained price index for personal consumption expenditures 2.5 1.9 1.4 1.4 0.3 1.1 1.9 1.4 1.6 1.8 1.9

Chained GDP price index 2.1 1.8 1.6 1.6 1 1.4 1.6 1.6 1.6 1.7 2

Employment cost index 2 1.9 1.9 2.1 2.1 2.4 2.6 1.7 1.3 1.3 1.9

Labor markets

Average monthly change in employment 167 177 200 236 231 174 64 32 47 75 72

Unemployment rate (percent) 8.9 8.1 7.4 6.2 5.3 4.9 4.7 5 5.4 5.5 5.6

Employment to population (percent) 58.4 58.6 58.6 59 59.3 59.8 59.8 59.4 59 58.8 58.6

Income and wealth

Real disposable personal income 2.5 3.2 -1.4 2.7 3.4 2.6 1.9 1.6 1.5 1.5 1.5

Net household wealth ($ trillion) 63 70 79 84 87 94 106 114 115 120 124

Personal saving rate (percent of disposable income) 6 7.6 4.8 4.8 5.1 5.3 5.3 5.3 5.2 5.4 5.5

After-tax corporate profits with corporate profits with inventory 
valuation and capital consumption adjustments 4 10 2 1.7 -3.1 -1.6 -2.5 2.4 0.9 -1.1 3.3

Housing

Housing starts (thousands) 612 784 928 1,001 1,107 1,228 1,365 1,365 1,237 1,057 1,005

Stock of owner-occupied homes (millions) 132 133 133 134 135 136 137 138 139 139 140

Interest rate on 30-year fixed rate mortgages (percent) 4.46 3.66 3.98 4.17 3.85 3.7 3.74 4.13 5.5 6.67 7.24

Foreign trade

Current account balance, share of GDP (percent) -3 -2.8 -2.3 -2.2 -2.7 -2.6 -2.6 -2.4 -2.3 -2.2 -2.3

Merchandise trade balance ($ billion) -725 -730 -690 -727 -737 -723 -771 -800 -866 -896 -935

Relative unit labor costs (Index, 2008=100) 85.6 83.1 80.7 82.7 87.9 90.8 91.7 90 87.4 85 82.9

Financial

Federal funds rate (percent) 0.13 0.13 0.13 0.1 0.16 0.39 0.83 1.24 2.5 3.15 3.66

Yield on 10-year Treasury note (percent) 2.05 1.71 2.75 2.28 2.19 1.92 1.71 2.34 3.89 4.6 5.16

Government

Federal budget balance, unified basis (share of GDP, percent) -8.5 -7.3 -4.3 -2.9 -2.6 -2.4 -2.8 -3.1 -3.5 -4 -4.4

Sources: Historical data: US government agencies and Oxford Economics. Forecast: Deloitte, using the Oxford Global Economic Model.

United States Economic Forecast

18



CONTACTS

Global economics team
Dr. Daniel Bachman
Deloitte Research
Deloitte Services LP
USA
Tel: +1.202.220.2053
E-mail: dbachman@deloitte.com

Dr. Ira Kalish
Deloitte Touche Tohmatsu Limited
USA
Tel: +1.213.688.4765
E-mail: ikalish@deloitte.com

Dr. Patricia Buckley 
Deloitte Research
Deloitte Services LP
USA
Tel: +1.517.814.6508
E-mail: pabuckley@deloitte.com

Dr. Rumki Majumdar
Deloitte Research 
Deloitte Services LP
India
Tel: +1 615 209 4090
E-mail: rmajumdar@deloitte.com

US industry leaders

Banking & securities and 
financial services
Robert Contri
Deloitte LLP
Tel: +1.212.436.2043
E-mail: rcontri@deloitte.com 

Consumer & industrial products
Craig Giffi
Deloitte LLP
Tel: +1.216.830.6604
E-mail: cgiffi@deloitte.com 

Life sciences & health care
Bill Copeland
Deloitte Consulting LLP
Tel: +1.215.446.3440
E-mail: bcopeland@deloitte.com

Power & utilities and  
energy & resources
John McCue
Deloitte LLP
Tel: +216 830 6606
E-mail: jmccue@deloitte.com

Public sector (federal)
Robin Lineberger
Deloitte Consulting LLP
Tel: +1.517.882.7100
E-mail: rlineberger@deloitte.com

Public sector (state)
Jessica Blume
Deloitte LLP
Tel: +1.813.273.8320
E-mail: jblume@deloitte.com

Telecommunications, media 
& technology
Eric Openshaw
Deloitte LLP
Tel: +1.714.913.1370
E-mail: eopenshaw@deloitte.com

2nd Quarter 2016

19



ADDITIONAL RESOURCES

Deloitte Research thought leadership
Global Economic Outlook, Q2 2016:  
United States, Eurozone, China, Japan, India, United Kingdom, and a special topic

Asia Pacific Economic Outlook, Q2 2016: Malaysia, 
Taiwan, Thailand, Vietnam and a special topic

Issue by the Numbers, March 2016:  
The aging water infrastructure: Out of sight, out of mind?

Please visit www.deloitte.com/research for the latest Deloitte Research thought 
leadership or contact Deloitte Services LP at: research@deloitte.com.

For more information about Deloitte Research, please contact  
John Shumadine, director, Deloitte Research, part of Deloitte Services LP,  
at +1 703.251.1800 or via e-mail at jshumadine@deloitte.com.

United States Economic Forecast

20

http://dupress.com/periodical/global-economic-outlook/q1-2016/?per=6218
http://dupress.com/periodical/asia-pacific-economic-outlook/q1-2016/?per=6219
http://dupress.com/periodical/issues-by-the-numbers/march-2016/?icid=hp:ft:01
http://www.deloitte.com/research
mailto:mailto:jshumadine%40deloitte.com?subject=USEF%20questions
http://dupress.com/periodical/global-economic-outlook/q1-2016/?per=6218
http://dupress.com/periodical/issues-by-the-numbers/march-2016/?icid=hp:ft:01
http://dupress.com/periodical/global-economic-outlook/q4-2015/?per=6218




About Deloitte University Press 
Deloitte University Press publishes original articles, reports and periodicals that provide insights for businesses, the public sector and 
NGOs. Our goal is to draw upon research and experience from throughout our professional services organization, and that of coauthors in 
academia and business, to advance the conversation on a broad spectrum of topics of interest to executives and government leaders.

Deloitte University Press is an imprint of Deloitte Development LLC. 

About this publication  
This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or its and their 
affiliates are, by means of this publication, rendering accounting, business, financial, investment, legal, tax, or other professional advice 
or services. This publication is not a substitute for such professional advice or services, nor should it be used as a basis for any decision or 
action that may affect your finances or your business. Before making any decision or taking any action that may affect your finances or 
your business, you should consult a qualified professional adviser.

None of Deloitte Touche Tohmatsu Limited, its member firms, or its and their respective affiliates shall be responsible for any loss 
whatsoever sustained by any person who relies on this publication.

About Deloitte 
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of 
member firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/about for a detailed description 
of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms. Please see www.deloitte.com/us/about for a detailed 
description of the legal structure of Deloitte LLP and its subsidiaries. Certain services may not be available to attest clients under the rules 
and regulations of public accounting.

Copyright © 2016 Deloitte Development LLC. All rights reserved. 
Member of Deloitte Touche Tohmatsu Limited

  Follow @DU_Press

Sign up for Deloitte University Press updates at DUPress.com.


