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Introduction
When will new policies emerge?

It seemed like far more than 10 weeks between the November election and 
the new administration taking office, and even more for the country’s poli-
cymaking process to lurch into action. Plus, the US policymaking system is 
hardly designed for fast results: Unlike in parliamentary systems, winning 
an election in the United States signals only the beginning of the work of a 
new administration. 

PRESIDENT Trump enters the fray with an 
advantage and a disadvantage. The advan-
tage is that much of politics concerns doing 

deals—and the president is a self-proclaimed expert 
at dealmaking. His efforts to translate that exper-
tise from business to politics means that the United 
States could see significant policy changes. The dis-
advantage is that Republicans, with control over the 
legislative and budgetary agenda, are not unified on 
the specifics of the policies they’ve long pledged to 
enact. Energetic debates within the GOP over many 
issues (such as how to replace the Affordable Care 
Act) need to be resolved before Congress can take 
action. The Democratic opposition, seeing little 
outreach toward them and historically low presi-
dential approval polls,1 is doing what it can to slow 
down everything. 

All this adds up to more waiting until the outlines 
of what the new administration intends to do—and 
what it will be able to do—become apparent. Over 
the next few months, at least some of the policy de-
bates should begin to approach consensus. That will 
give businesses a clearer view of what Washington 
will and won’t deliver. Until then, we continue to 
recommend (as we always do) that CEOs pay atten-
tion to all the scenarios in the forecast. That’s how 
to avoid being unhappily surprised. 

Economic policy could advance (or not) on the fol-
lowing fronts:

Health care: Campaign promises notwithstanding, 
changing the health care system without dropping 
a significant share of the privately insured from 
the system is proving more difficult than many as-
sumed.2 The Deloitte forecast assumes that there 
will be no major macroeconomic impacts of chang-
ing (or not changing) the health care system.

Tax policy: Debate is swirling around the possibil-
ity of adopting the Republican House tax plan for 
reforming the corporate income tax, with the feature 
of “border adjustment.”3 This would provide for a 
tax rebate for exports and for taxing imports. How-
ever, some Republicans (and possibly the White 
House, and definitely many retailers4) are unhappy 
with this approach. The Deloitte forecast assumes 
undefined cuts in both personal and corporate tax 
rates, although smaller than in our last forecast. 
This reflects the difficulties evident in passing larger 
tax cuts.

Regulation: Businesses will likely face lower regu-
latory hurdles, but the overall impact may be more 
modest than some expect—especially in the short 
run. Eliminating regulations can be difficult and 
time-consuming, requiring careful action to avoid 
running into legal problems. The Deloitte forecast 
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assumes that the changed regulatory environment 
will lower business costs. 

Trade: As of this writing (early March), the admin-
istration has not taken concrete actions on trade. 
Swift and significant actions could pose problems 
for economic activity and growth. That is reflected 
in the Deloitte’s slow scenario. In the baseline sce-
nario, the Deloitte forecast assumes that trade policy 
adds to business costs, just offsetting the reduction 
in costs from easier regulation.

Infrastructure spending: Although this was a 
key component of President’s Trump’s campaign 
platform, it appears to be fading a bit as a legisla-
tive priority. The Deloitte forecast assumes that 
there will be an infrastructure spending program 
worth about $125 billion, mainly spent in 2018 and 
2019. About half of this is assumed to be traditional 
infrastructure spending, with the rest being private-
sector spending. This is half the size of the program 
we assumed in our previous forecast.

Immigration: The Deloitte forecast assumes that 
immigration policy, despite a great deal of pub-
lic discussion,5 will have little or no impact at the 
macroeconomic level. Specific industries such as 
technology and agriculture may feel significant 
effects. 

We do not judge that the supply-side elements of 
the program, such as regulatory relief, will have a 
large impact in the five-year forecast horizon. This 
doesn’t mean that they might not be important for 
the economy’s long-run growth. But over the next 
few years, we expect, the impact on economic ag-
gregates such as GDP, employment, and inflation 
will be dominated by the demand-side impacts of 
this policy mix.

With the economy now relatively close to full em-
ployment, the demand stimulus will likely create 
inflationary pressures. The Deloitte forecast as-
sumes that the labor force participation rate rises 
substantially as strong growth attracts workers back 
into the labor force. That in turn would moderate 

Deloitte University Press  |  dupress.deloitte.comSource: Deloitte analysis.
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inflation and the Fed’s response. The slow scenario 
assumes less slack in the economy, making infla-
tionary pressures show up more quickly.6

Scenarios
Our scenarios are designed to demonstrate the dif-
ferent paths down which the new administration’s 
policies might take the American economy. Foreign 
risks have not dissipated, and we’ve incorporated 
them into the scenarios. But for now, we view the 
greatest uncertainty in the US economy to be that 
generated within the United States.

The baseline (55 percent probability): Uncer-
tainty restrains business investment in early 2017, 
but tax cuts and infrastructure spending push up 
GDP in 2018 and 2019. With the economy at full 
employment, the faster GDP growth creates some 
inflationary pressures. A small increase in trade re-
strictions add to business costs, but this is offset by 
lower regulatory costs. Annual growth rises to 2.5 
percent before falling off as the impact of the stimu-
lus fades.

Recession (5 percent): Policy changes in the 
United States, including a large tariff on Chinese 
goods, trigger a global financial crisis. The crisis is 

exacerbated by a large rise in global supply chain 
cost structures from higher US trade barriers, as 
well as retaliation from China. The Fed and the Eu-
ropean Central Bank act to ease financial conditions, 
and growth starts to pick up as businesses adapt to 
the new global costs and restructure their capital to 
reflect the new global cost structure. GDP falls in the 
last two quarters of 2017 and recovers after 2018.

Slower growth (30 percent): The infrastructure 
program and tax cuts stall in Congress even as the 
administration places significant restrictions on 
American imports, raising costs and disrupting sup-
ply chains. Businesses hold back on investments 
to restructure their supply chains because of un-
certainty about future policy. GDP growth falls to 1 
percent over the forecast period, and the unemploy-
ment rate rises.

Successful policy takeoff (10 percent): The ad-
ministration takes only symbolic action on trade. 
With supply chain disruptions off the table, busi-
nesses focus on tax cuts that are designed to increase 
investment spending, and the opportunities avail-
able from the infrastructure plan. Growth remains 
above 2 percent for the next five years.
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Sectors

Consumer spending
The household sector has been the bright spot of the 
American economy for the past year or two. Even 
while business investment was weak, exports faced 
substantial headwinds, and housing stalled, con-
sumer spending has grown steadily. But that’s not 
surprising, since job growth has been quite strong 
for the past few years. Even with relatively low wage 
growth, those jobs have put money in consumers’ 
pockets. That has allowed households to spend 
while keeping savings at a high (for the United 
States) level.

Consumer confidence has remained strong, and 
even picked up after the election. This may have 
reflected that even many voters unhappy with the 
election results still expect business conditions to 
improve. And fundamentals such as job growth and 
inflation remain strong. Given recent economic data, 

there’s no reason to expect confidence to fall much, 
even if the news from Washington indicates confu-
sion in policymaking.

American households still face some obstacles in 
their pursuit of the good life. They have (mostly) 
recovered from the over-borrowing of the 2000s, 
though many remain “underwater,” with houses 
worth less than what the household owes on the 
attached mortgage. And there is the problem of 
growing income and wealth inequality. The pos-
sibility of higher inflation would be welcome for 
reducing the number of underwater households, 
since their borrowing is in nominal dollars. But it’s 
unclear whether—much less how—the new admin-
istration intends to address the inequality problem.7 

Many US consumers spent the 1990s and ’00s try-
ing to maintain spending even as incomes stagnated. 
After all, excitable pundits kept assuring them that 

Deloitte University Press  |  dupress.deloitte.comSource: Deloitte analysis.
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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 technology and other economic 
improvements flows to a relatively small number of 
households, overall US consumer spending is likely 
to remain relatively restrained.

CONSUMER NEWS

Real consumer expenditures grew at just 0.1 percent-
age point a month on average in the fourth quarter. 
Real consumer spending grew about twice as fast, so 
the savings rate fell to 5.4 percent in December.

Headline retail sales picked up in December. Sales 
less those at auto dealers grew a healthy 0.4 percent 
on average from October to December.

Consumer confidence picked up a bit, to very high 
levels in December. The main cause is continued 
strength in labor markets, but households—like 

stock market investors—may be optimistic that in-
frastructure spending and tax cuts will improve the 
economy further.

Housing
Every year, thousands of young Americans abandon 
the nest, happy to leave home and start their own 
households. But more than usual stayed put dur-
ing 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 continues to recover, 
they will likely do exactly that—as previous genera-
tions have.

This means some positive fundamentals for hous-
ing 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 

Deloitte University Press  |  dupress.deloitte.comSource: Deloitte analysis.
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hole is shallower than you might think. Several fac-
tors offset 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 return-
ing 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 housing may look very 
different than in the past. Growth in new housing 
construction has been concentrated in multifamily 
units. If that persists, we may find it is related to 
young buyers’ growing reluctance to settle in exist-
ing single-family units.

While economic growth and job creation may point 
to strong house sales, higher interest rates may mod-
erate any potential housing boom. Higher inflation 
and a strong Fed response may drive up mortgage 
rates more quickly than businesses in the housing 
sector would like.

HOUSING NEWS

Housing permits were barely (2.3 percent) above 
their year-ago level in December. A rise in single 
family permits over the year was offset by a decline 
in multifamily permits. At about 1.2 million, permits 
are still below the level required to make up for the 
many years of low housing growth. 

Contract interest rates rose about 30 basis points 
through December, reflecting the upward movement 
in all long-term rates. Although long-term interest 
rates had begun rising even before the election, the 
movement accelerated afterward, likely reflecting 
higher inflation expectations. House prices continue 
to move up, and even accelerated a bit during the 
fall. In November, the Case-Shiller national index 
was 5.6 percent above the previous year’s level.

Business investment
Many may blame election-season uncertainty 
for lagging investment, but it’s easy to find more 

fundamental reasons for the weakness in this area 
over the two past years. 

Oil and gas extraction 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 in late 2014 had a larger-than-expected 
impact on investment. Indeed, the 2015 data on in-
vestment by type show that most of 2015’s decline 
was due to two specific categories: mining structures 
and mining and oilfield equipment. Other types of 
investment—ranging from commercial structures to 
transportation equipment to intellectual property—
have held up much better. It’s likely the continuing 
low price of oil, not the low state of political debate, 
that has held down investment.

The weakness in investment spread to other areas in 
the first half of 2016. However, it’s not hard to find a 
key culprit in the fundamentals: The rising dollar is 
not only making American companies less competi-
tive—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.

Our baseline scenario assumes that uncertainty 
plays a role in early 2017. Investment spending 
may slow somewhat as businesses wait to get direc-
tion about government policy. On the other hand, 
the strong economy is pushing businesses in the 
direction of growing capacity, lest they lose the op-
portunity that the current hot economy presents. 

The medium-term problem that businesses face is 
deciding whether they need to rebuild their supply 
chains. Industries such as automobile production 
have developed intricate networks across North 
America and reaching into Asia and Europe, based 
on the longstanding assumption that materials and 
parts can be moved across borders with little cost 
or disruption. These capital-intensive industries 
are likely to want to postpone easily delayed invest-
ments in these networks until the administration’s 
trade policy becomes clearer.

Beyond the immediate impact of this policy uncer-
tainty, the truth is that demand is the key to business 
investment. Simply, if businesses see higher demand 
for their products, they will grow capacity. In the 

1st Quarter 2017

7



baseline forecast, there is a modest boom in private 
investment that is induced by higher infrastructure 
spending and demand from tax cuts.

BUSINESS INVESTMENT NEWS

Real business fixed investment rose 2.4 percent in 
the fourth quarter (according to the first GDP re-
lease). That’s the third quarter of slow growth, but 
it’s better than the 3.0 percent decline in Q4 2015 
and Q1 2016. Structures investment fell 5.0 percent, 
while equipment investment registered the first 
positive quarter since Q3 2015. Intellectual-property 
investment continues to rise at healthy rates.

Nondefense capital-goods shipments—an effective 
high-frequency measure of equipment spending— 
bounced back in December after falling in October 
and November. Less aircraft, capital goods ship-
ments looked much better, rising 0.7 percent in 
November and 1.0 percent in December. This 

suggests strong momentum in equipment invest-
ment going into the first quarter.

Private nonresidential construction was flat in the 
quarter, but the weakness was entirely in manufac-
turing construction. Office construction posted a 
strong gain in December after two months of little 
growth, while commercial construction has grown 
for three months to December at an average month-
ly rate of almost 2.0 percent. 

Yields on corporate bonds started to creep up even 
before the election. In November and December, 
they jumped almost half a percentage point but have 
stayed flat since then. Stock indexes made headlines 
by reaching new highs, as traders anticipated the 
impact of tax cuts, higher infrastructure spending, 
and (especially for financial companies) reduced 
regulation.  Corporate profits rose 29 percent at an 
annual rate in the third quarter. Profits remain at 
close to a record share of national income.

Deloitte University Press  |  dupress.deloitte.comSource: Deloitte analysis.
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Foreign trade
Over the past few decades, business—especially man-
ufacturing—has taken advantage of open borders 
and cheap transportation to cut costs and improve 
global efficiency. The result is a complex matrix of 
production that makes the traditional measures of 
imports and exports misleading in some senses. For 
example, in 2007, 37 percent of Mexico’s exports to 
the United States consisted of intermediate inputs 
purchased from the United States.10

Recent events appear to be placing this global manu-
facturing system at risk. Brexit, which may affect the 
United Kingdom’s position in the European manu-
facturing ecosystem, along with the suggestion that 
the United States would cancel or renegotiate its po-
sition in NAFTA, may slow the growth of this system 
or even cause it to unwind. The impact would be felt 
in several ways:

• In the short run, uncertainty about border-
crossing costs may reduce investment spending. 
Businesses may be reluctant to put capital in 
place when faced with the possibility of a sud-
den shift in costs. The Deloitte forecast includes 

a very modest decline in US investment spend-
ing for the first two quarters of 2017 to reflect 
the fact that the full direction of American trade 
policy is still not evident.

• A significant change in border-crossing costs—as 
would occur if the United States withdrew from 
NAFTA—would likely reduce the value of capi-
tal investment put in place to take advantage of 
global goods flows. Essentially, the global capi-
tal stock would depreciate more quickly than 
our normal measures would suggest. In practical 
terms, some plants and equipment in the United 
States would go idle without the ability to access 
foreign intermediate products.

• With this loss of productive capacity would come 
the need to replace it with plants and equipment 
that would be profitable at the higher border cost. 
We might expect gross investment to increase. 

The baseline forecast assumes some retaliatory mea-
sures that reduce US exports—but not an all-out 
trade war.

The current account is determined by global invest-
ment flows, not trade costs. Any potential reduction 

Deloitte University Press  |  dupress.deloitte.comSource: Deloitte analysis.
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in the current account deficit is likely to be largely 
offset by a reduction in American competitiveness 
through higher costs in the United States, lower 
costs abroad, and a higher dollar. The forecast as-
sumes that the current account deficit therefore 
remains unaffected by trade flows.

FOREIGN TRADE NEWS

US goods exports grew 3.2 percent in December 
after falling in the previous two months. Imports 
grew for all three months of the fourth quarter at 
about 1.5 percent per month. As a result, the trade 
deficit gradually grew. In December, it was at a 
monthly rate of $65 billion. 

The dollar appreciated at about 1.5 to 2.0 percent 
per month in the last three months of 2016. The 
Canadian dollar appreciated slightly, while the euro 
moved to $1.05 by December, and the Mexican peso 
dropped from 18.9 in October to 20.5 in Decem-
ber. The dollar depreciated in January against most 
major currencies, although the Mexican peso con-
tinued to lose ground.

The Chinese economy is recording satisfactory 
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 be-
coming a consumer-driven economy. Others point 
to indications that official Chinese figures may be 
implausibly high.11 The country’s future remains a 
large risk for the global economy.

Europe has shown some signs of growth. European 
GDP grew 0.5 percent in the fourth quarter, with 
relatively fast growth in Spain, the Netherlands, Por-
tugal, and the United Kingdom. German and French 
GDP grew 0.4 percent. However, negotiations over 
the continuation of aid to Greece remain a potential 
source of uncertainty for the Eurozone.

Government
Recently, we started to see 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. The new admin-
istration, however, may change this if it decides to 
follow through on the infrastructure spending pro-
gram on which President Trump campaigned, along 
with relieving the budget sequester that has ham-
strung spending since 2013. The forecast assumes 
more state and local investment spending, as about 
half the total $125 billion program we’ve put into 
the forecast is assumed to be private-sector spend-
ing. This is an important driver of the relatively fast 
growth expected in the baseline in 2018 and ‘19, as 
well as an eventual decline in growth when the pro-
gram ends.

The rise in spending occurs alongside a significant 
tax cut. The forecast assumes that the president and 
Congress will decide that these initiatives are suf-
ficiently important to permit a significant rise in the 
federal deficit. If the deficit becomes an important 
debating point, passing either or both of these policy 
packages will become more difficult.

After years of belt-tightening, most state and local 
governments are no longer actively cutting spending. 
A portion of the infrastructure program is likely to 
take the form of transfers to state and local govern-
ments (most infrastructure investment in the United 
States takes place at the state and local level). 

GOVERNMENT NEWS

The federal deficit ended the first four months of the 
fiscal year at $159 billion, the same level as last year. 
Outlays and receipts were each up less than 1 per-
cent over the previous year’s level. 

Federal employment grew slightly over the quarter, 
while state and local employment fell, mainly be-
cause of a decline in employment in education. 

Labor markets
If the American economy is to produce more goods 
and services, it will likely need more workers. How-
ever, many potential workers remain out of the labor 
force: They left in 2009, when the labor market 
was terrible. The stability of the participation rate 
in 2016, even as the labor force is aging, is an en-
couraging sign. Accelerating production will likely 
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carry with it an eventual acceleration in demand for 
labor, along with a welcome mild rise in wages. That 
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 market tightens, 
will those people be employable? Deloitte’s fore-
cast team remains optimistic that improvements 
in the labor market will eventually prove attractive 
to potential workers, with labor force participation 
picking up accordingly.

Significant immigration restrictions and/or depor-
tation might have a marginal impact on the labor 
force. According to the Pew Research Center, un-
documented immigrants make up about 5 percent 
of the total American labor force.12 Removal of all 
such workers would clearly have a significant im-
pact—but that is unlikely to happen. A more realistic 
assumption might be the return of about half a mil-
lion undocumented workers annually. That would 
create labor shortages in certain industries (such 
as agriculture, in which 17 percent of workers are 

unauthorized, and construction, in which 13 percent 
of workers are unauthorized)13 but would likely have 
little significant impact at the aggregate level.

LABOR MARKET NEWS

Initial claims for unemployment insurance have fall-
en from the 260,000 monthly range last summer to 
the 250,000 range (and below) in January. That’s 
very low, especially considering that the labor force 
and total employment continue to grow over time. 
Job openings have been flat, in the 5.5 million range. 
However, this is just under the highest level record-
ed (since 2002). Quits (voluntary separations) have 
also been stable at around 3.0 million—also a high 
number. The large number of voluntary quits sug-
gests that labor demand remains strong.

Payroll employment rose at an average rate of 
168,000 per month during October–January. That’s 
almost twice as much as would be required by the 
growth of the labor force, although slower than the 
rate recorded during 2014–15.

Deloitte University Press  |  dupress.deloitte.comSource: Deloitte analysis.
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Financial markets
Interest rates are among the most difficult economic 
variables to forecast because movements depend on 
news—and if we knew it ahead of time, it wouldn’t 
be news. The Deloitte interest-rate forecast is de-
signed to show a path for interest rates consistent 
with the forecast for the real economy. But the po-
tential risk for different interest-rate movements is 
higher here than in other parts of our forecast.

Global financial markets are now in a highly unusu-
al state. About $10 trillion in sovereign debt is now 
trading at negative interest rates (meaning borrow-
ers are paying for the privilege of loaning money to 
these countries). The existence of negative 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 previ-
ous 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 future. The 
combination of tax cuts and infrastructure spend-
ing assumed in the baseline is very simulative. The 
Fed currently is assuming that the economy is near 
full employment and would therefore likely react 
strongly to a pickup in growth such as assumed here. 
For that reason, the current baseline assumes an ag-
gressive Fed reaction, with the Fed raising rates at 
every other FOMC meeting for the next few years. 
However, we have lowered our baseline long-term 
view of the stable Fed funds rate to be consistent 
with our assumption of a smaller demand-side 
policy impact. Long-term interest rates move up as 
the economy returns to full employment and some 
inflationary pressures appear.

FINANCIAL MARKET NEWS

Speculation about the future of the Fed will continue 
to grow over the next year. The new administration 

Deloitte University Press  |  dupress.deloitte.comSource: Deloitte analysis.
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has an immediate chance to make an impression 
on the central bank by filling two open slots on the 
Board of Governors and appointing a new chairman 
in February 2018. 

Junk bond spreads rose in late October and have 
remained elevated, while the AAA corporate spread 
over Treasuries fell a bit after the election. The 
spread of long-term over short-term Treasuries 
picked up after the election, as traders anticipated 
that the new administration would promote eco-
nomic stimulus that would lead to more government 
borrowing and ultimately higher inflation.

Stock prices remain elevated. Just after the election, 
equities plunged, but they rapidly made up the lost 
ground. Financial stocks did particularly well, as 
traders anticipated regulatory reform in the finan-
cial sector.

Prices
It’s been a long time since inflation has posed a 
problem for American policymakers. The US econo-
my has functioned below potential since 2008, and 
even before then there were few signs of significant 
inflation. With so much slack, neither workers nor 
businesses had the ability to raise prices.

Many observers believe that the economy is ap-
proaching full employment (although the Deloitte 
forecast projects some additional contribution from 
workers returning to the labor force as the economy 
continues to improve). Thus, the fiscal stimulus of 
tax cuts combined with infrastructure spending—if 
they occur as forecast—might create some short-
ages in both labor and product markets, and, as a 
result, some inflation. A return to 1970s-style infla-
tion is unlikely, but it would not be surprising in 
those circumstances to see the core CPI running as 
high as 3.0 percent—or perhaps even a little higher. 
The forecast expects timely Fed action to prevent 

Deloitte University Press  |  dupress.deloitte.comSource: Deloitte analysis.
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inflation from rising too much, but the price (of 
course) is higher interest rates.

PRICE NEWS

The overall CPI accelerated in January, mainly due 
to higher energy prices. However, the core CPI is be-
ginning to accelerate as well. It is now consistently 
above 2 percent over the previous year’s level, which 
policymakers will tolerate (indeed, by reducing the 
possibility that deflation might set in, the higher 
inflation is welcome). Inflationary pressures in the 
pipeline remain mild.

Final demand PPI was up just 1.7 percent in the year 
ending in January. That is higher than a few months 
ago but still well within the acceptable range. 

The hourly wage grew just 2.4 percent in the year to 
January, lower than the average growth recorded in 
the previous recovery. Some measures of pay, such 
as the employment cost index, are beginning to 
show signs of acceleration. If that continues, it will 
indicate that the economy is reaching full employ-
ment, and that policymakers need to begin to lean 
against economic growth. 

Deloitte University Press  |  dupress.deloitte.comSource: Deloitte analysis.
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Appendix
Table 1. Baseline

History Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

GDP and components
Real GDP 1.6 2.2 1.7 2.4 2.6 1.6 2.2 2.6 2.2 1.8 1.8 1.6

  Real consumer spending 2.3 1.5 1.5 2.9 3.2 2.7 2.5 2.7 2.0 2.2 1.5 1.3

    Real consumer spending, durable goods 6.1 7.4 6.2 6.7 6.9 5.7 6.5 3.5 2.8 2.2 2.2 1.9

    Real consumer spending, nondurable goods 1.8 0.6 1.7 2.6 2.7 2.4 1.8 2.4 1.8 2.1 1.3 1.3

    Real consumer spending, services 1.8 0.8 0.6 2.3 2.8 2.3 2.1 2.6 1.9 2.3 1.4 1.3

  Real investment in private housing 0.6 13.5 11.9 3.5 11.7 4.9 2.5 5.1 -7.0 -10.3 0.1 1.9

  Real fixed business investment 7.7 9.0 3.5 6.0 2.1 -0.4 3.0 3.6 8.4 6.5 5.1 3.7

  Real inventory accumulation 38 55 79 58 84 22 29 30 32 27 19 27

  Real exports of goods and services 6.9 3.4 3.5 4.3 0.1 0.4 2.7 2.7 2.6 2.3 2.5 2.0

  Real imports of goods and services 5.5 2.2 1.1 4.4 4.6 1.1 3.2 3.1 3.1 2.2 2.1 2.7

  Real government consumption and  
  investment -3.0 -1.9 -2.9 -0.9 1.8 0.9 0.6 1.1 0.9 -0.5 0.7 1.0

  Real federal government consumption and  
  investment -2.7 -1.9 -5.8 -2.5 0.0 0.6 -0.5 -0.5 -1.4 -0.4 -0.2 0.7

  Real state and local government consumption 
  and  investment

-3.3 -1.9 -0.8 0.2 2.9 1.0 1.2 2.0 2.1 -0.4 1.0 1.1

Prices
Consumer price index 3.1 2.1 1.5 1.6 0.1 1.3 2.2 2.0 2.1 2.5 2.4 2.4

Chained price index for personal consumption 
expenditures 2.5 1.9 1.3 1.5 0.4 1.1 1.8 1.9 2.0 2.3 2.3 2.3

Chained GDP price index 2.1 1.8 1.6 1.8 1.1 1.3 2.3 2.2 2.7 2.5 2.4 2.4

Employment cost index 2.0 1.9 1.9 2.1 2.1 2.2 2.2 2.6 3.2 2.7 2.6 2.2

Labor markets
Average monthly change in employment 167 177 199 237 228 194 203 105 134 88 84 55

Unemployment rate (percent) 8.9 8.1 7.4 6.2 5.3 4.9 4.9 4.9 5.0 5.1 5.2 4.9

Employment to population (percent) 58.4 58.6 58.6 59.0 59.3 59.7 60.3 60.5 60.4 60.1 60.0 59.9

Income and wealth
Real disposable personal income 2.5 3.2 -1.4 3.5 3.5 2.7 2.2 2.8 2.0 1.9 1.8 1.1

Net household wealth ($ trillion) 63 69 79 84 87 92 100 103 105 112 120 127

Personal saving rate (percent of disposable 
income) 6.0 7.6 5.0 5.6 5.8 5.8 5.5 5.7 5.8 5.6 5.7 5.7

After-tax corporate profits 4.0 10.0 1.7 5.9 -3.0 -0.7 2.1 3.6 2.4 1.5 3.8 0.6

Housing
Housing starts (thousands) 612 784 928 1,001 1,108 1,168 1,255 1,350 1,275 1,150 1,150 1,150

Stock of owner-occupied homes (millions) 132 133 133 134 135 136 136 137 139 139 140 141

Interest rate on 30-year fixed rate mortgages 
(percent) 4.46 3.66 3.98 4.17 3.85 3.65 4.47 5.58 6.84 7.40 7.69 7.93

Foreign trade
Current account balance, share of GDP 
(percent) -3.0 -2.8 -2.2 -2.3 -2.6 -2.7 -2.6 -2.3 -2.4 -2.4 -2.3 -2.5

Merchandise trade balance ($ billion) -725 -730 -690 -727 -737 -762 -836 -863 -910 -936 -951 -1,015

Relative unit labor costs (index, 2008=100) 85.4 83.3 81.3 84.0 91.2 95.7 101.3 101.5 99.4 98.0 96.3 93.3

Financial
Federal funds rate (percent) 0.13 0.13 0.13 0.13 0.17 0.43 1.43 2.43 3.13 3.12 3.12 3.13

Yield on 10-year Treasury note (percent) 2.05 1.71 2.75 2.28 2.19 2.13 3.21 4.48 5.60 5.88 6.11 6.32

Government
Federal budget balance, unified basis (share of 
GDP, percent) -8.5 -7.3 -4.3 -2.9 -2.6 -2.9 -3.3 -3.7 -4.4 -4.3 -4.0 -3.8

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

History Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

GDP and components
Real GDP 1.6 2.2 1.7 2.4 2.6 1.6 2.2 3.9 3.6 3.3 2.0 2.2

  Real consumer spending 2.3 1.5 1.5 2.9 3.2 2.7 2.6 3.4 3.4 3.2 2.5 2.3

    Real consumer spending, durable goods 6.1 7.4 6.2 6.7 6.9 5.7 6.4 3.5 3.5 3.9 3.1 2.6

    Real consumer spending, nondurable goods 1.8 0.6 1.7 2.6 2.7 2.4 2.0 3.1 3.3 3.0 2.4 2.4

    Real consumer spending, services 1.8 0.8 0.6 2.3 2.8 2.3 2.2 3.4 3.4 3.1 2.5 2.3

  Real investment in private housing 0.6 13.5 11.9 3.5 11.7 4.9 1.1 13.1 -7.6 -4.7 -0.4 -1.6

  Real fixed business investment 7.7 9.0 3.5 6.0 2.1 -0.4 2.9 8.3 10.9 9.6 5.5 5.6

  Real inventory accumulation 38 55 79 58 84 22 28 50 64 74 43 45

  Real exports of goods and services 6.9 3.4 3.5 4.3 0.1 0.4 2.4 3.9 6.5 5.7 1.9 3.0

  Real imports of goods and services 5.5 2.2 1.1 4.4 4.6 1.1 3.3 5.6 6.7 3.4 4.4 3.6

  Real government consumption and  
  investment -3.0 -1.9 -2.9 -0.9 1.8 0.9 0.6 1.3 1.8 -1.3 0.7 0.6

  Real federal government consumption and  
  investment -2.7 -1.9 -5.8 -2.5 0.0 0.6 -0.6 -1.6 -0.5 -0.2 -0.1 -0.5

  Real state and local government consumption 
  and  investment

-3.3 -1.9 -0.8 0.2 2.9 1.0 1.2 2.9 2.9 -1.8 0.9 1.2

Prices
Consumer price index 3.1 2.1 1.5 1.6 0.1 1.3 2.5 1.9 2.3 2.7 2.4 2.3

Chained price index for personal consumption 
expenditures 2.5 1.9 1.3 1.5 0.4 1.1 2.0 1.8 2.1 2.5 2.3 2.3

Chained GDP price index 2.1 1.8 1.6 1.8 1.1 1.3 2.3 2.3 2.9 2.9 2.9 2.9

Employment cost index 2.0 1.9 1.9 2.1 2.1 2.2 2.1 3.3 4.0 4.4 3.5 3.6

Labor markets
Average monthly change in employment 167 177 199 237 228 194 208 174 126 138 118 91

Unemployment rate (percent) 8.9 8.1 7.4 6.2 5.3 4.9 4.9 4.6 4.6 4.6 4.8 4.5

Employment to population (percent) 58.4 58.6 58.6 59.0 59.3 59.7 60.3 60.7 60.7 60.7 60.7 60.8

Income and wealth
Real disposable personal income 2.5 3.2 -1.4 3.5 3.5 2.7 1.9 3.9 3.4 3.4 1.8 1.7

Net household wealth ($ trillion) 63 69 79 84 87 92 100 98 102 114 124 133

Personal saving rate (percent of disposable 
income) 6.0 7.6 5.0 5.6 5.8 5.8 5.0 5.5 5.5 5.6 5.2 5.2

After-tax corporate profits 4.0 10.0 1.7 5.9 -3.0 -0.7 2.2 7.1 8.4 5.7 3.8 1.8

Housing
Housing starts (thousands) 612 784 928 1,001 1,108 1,168 1,237 1,431 1,344 1,288 1,282 1,238

Stock of owner-occupied homes (millions) 132 133 133 134 135 136 136 138 139 140 141 142

Interest rate on 30-year fixed rate mortgages 
(percent) 4.46 3.66 3.98 4.17 3.85 3.65 4.45 6.39 8.28 8.73 8.99 9.26

Foreign trade
Current account balance, share of GDP 
(percent) -3.0 -2.8 -2.2 -2.3 -2.6 -2.7 -2.7 -2.6 -2.9 -2.7 -2.9 -3.9

Merchandise trade balance ($ billion) -725 -730 -690 -727 -737 -762 -858 -921 -1,010 -1,034 -1,109 -1,173

Relative unit labor costs (index, 2008=100) 85.4 83.3 81.3 84.0 91.2 95.7 100.8 100.6 100.2 98.4 96.5 94.7

Financial
Federal funds rate (percent) 0.13 0.13 0.13 0.13 0.17 0.43 1.50 3.65 4.50 4.50 4.50 4.50

Yield on 10-year Treasury note (percent) 2.05 1.71 2.75 2.28 2.19 2.13 3.20 5.60 7.05 7.30 7.49 7.68

Government
Federal budget balance, unified basis (share of 
GDP, percent) -8.5 -7.3 -4.3 -2.9 -2.6 -2.9 -3.3 -4.0 -4.7 -4.4 -3.6 -2.8

Sources: Historical data: US government agencies and Oxford Economics. Forecast: Deloitte, using the Oxford Global Economic Model.
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Table 3. Recession

History Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

GDP and components
Real GDP 1.6 2.2 1.7 2.4 2.6 1.6 1.1 0.8 3.9 3.2 1.8 1.8
  Real consumer spending 2.3 1.5 1.5 2.9 3.2 2.7 2.5 1.5 2.9 2.6 1.8 1.9

    Real consumer spending, durable goods 6.1 7.4 6.2 6.7 6.9 5.7 6.5 2.9 3.0 3.4 2.5 1.9

    Real consumer spending, nondurable goods 1.8 0.6 1.7 2.6 2.7 2.4 1.8 1.1 2.8 2.4 1.7 1.9

    Real consumer spending, services 1.8 0.8 0.6 2.3 2.8 2.3 2.1 1.4 2.9 2.5 1.8 1.8

  Real investment in private housing 0.6 13.5 11.9 3.5 11.7 4.9 -3.6 -7.0 7.2 2.3 1.0 1.0

  Real fixed business investment 7.7 9.0 3.5 6.0 2.1 -0.4 -1.5 0.3 12.8 11.3 4.6 3.0

  Real inventory accumulation 38 55 79 58 84 22 16 -14 53 70 36 36

  Real exports of goods and services 6.9 3.4 3.5 4.3 0.1 0.4 -0.7 0.3 5.0 5.6 3.8 0.5

  Real imports of goods and services 5.5 2.2 1.1 4.4 4.6 1.1 2.0 0.5 7.7 5.1 3.2 0.6

  Real government consumption and  
  investment -3.0 -1.9 -2.9 -0.9 1.8 0.9 0.6 1.1 0.9 -0.5 0.5 0.7

  Real federal government consumption and  
  investment -2.7 -1.9 -5.8 -2.5 0.0 0.6 -0.5 -0.5 -1.4 -0.5 -1.0 -0.4

  Real state and local government consumption 
  and  investment

-3.3 -1.9 -0.8 0.2 2.9 1.0 1.2 2.0 2.1 -0.4 1.0 1.2

Prices
Consumer price index 3.1 2.1 1.5 1.6 0.1 1.3 1.3 1.4 0.7 2.1 2.2 1.9

Chained price index for personal consumption 
expenditures 2.5 1.9 1.3 1.5 0.4 1.1 0.8 1.3 0.5 2.0 2.1 1.8

Chained GDP price index 2.1 1.8 1.6 1.8 1.1 1.3 2.2 1.5 0.8 0.6 1.7 2.3

Employment cost index 2.0 1.9 1.9 2.1 2.1 2.2 1.8 0.8 1.9 2.4 1.9 1.7

Labor markets
Average monthly change in employment 167 177 199 237 228 194 57 57 275 131 72 42

Unemployment rate (percent) 8.9 8.1 7.4 6.2 5.3 4.9 5.4 6.4 5.9 5.2 5.4 5.2

Employment to population (percent) 58.4 58.6 58.6 59.0 59.3 59.7 60.0 59.5 59.8 60.0 59.9 59.8

Income and wealth
Real disposable personal income 2.5 3.2 -1.4 3.5 3.5 2.7 2.5 1.8 2.8 2.3 1.9 1.4

Net household wealth ($ trillion) 63 69 79 84 87 92 90 93 108 122 126 125

Personal saving rate (percent of disposable 
income) 6.0 7.6 5.0 5.6 5.8 5.8 5.7 5.8 5.7 5.5 5.6 5.6

After-tax corporate profits 4.0 10.0 1.7 5.9 -3.0 -0.7 -3.3 2.5 8.2 1.1 1.9 5.0

Housing
Housing starts (thousands) 612 784 928 1,001 1,108 1,168 1,180 1,124 1,223 1,258 1,270 1,259

Stock of owner-occupied homes (millions) 132 133 133 134 135 136 136 137 138 139 140 141

Interest rate on 30-year fixed rate mortgages 
(percent) 4.46 3.66 3.98 4.17 3.85 3.65 4.12 3.83 4.06 4.50 6.05 7.41

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

Merchandise trade balance ($ billion) -725 -730 -690 -727 -737 -762 -824 -827 -930 -997 -1,023 -1,036

Relative unit labor costs (index, 2008=100) 85.4 83.3 81.3 84.0 91.2 95.7 104.1 104.3 102.7 101.0 98.4 97.7

Financial
Federal funds rate (percent) 0.13 0.13 0.13 0.13 0.17 0.43 0.25 0.13 0.13 1.13 2.13 3.00

Yield on 10-year Treasury note (percent) 2.05 1.71 2.75 2.28 2.19 2.13 2.31 2.32 2.56 3.48 4.85 6.06

Government
Federal budget balance, unified basis (share of 
GDP, percent) -8.5 -7.3 -4.3 -2.9 -2.6 -2.9 -3.4 -4.4 -4.8 -4.2 -3.8 -3.5

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

History Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

GDP and components
Real GDP 1.6 2.2 1.7 2.4 2.6 1.6 2.0 1.7 1.5 1.3 1.5 1.2

  Real consumer spending 2.3 1.5 1.5 2.9 3.2 2.7 2.4 2.0 1.9 1.8 2.0 1.6

    Real consumer spending, durable goods 6.1 7.4 6.2 6.7 6.9 5.7 6.4 3.3 3.3 1.8 1.8 2.0

    Real consumer spending, nondurable goods 1.8 0.6 1.7 2.6 2.7 2.4 1.7 1.6 1.6 1.7 2.0 1.6

    Real consumer spending, services 1.8 0.8 0.6 2.3 2.8 2.3 1.9 1.9 1.7 1.8 2.1 1.5

  Real investment in private housing 0.6 13.5 11.9 3.5 11.7 4.9 1.0 2.4 -11.2 -17.8 -12.4 -11.6

  Real fixed business investment 7.7 9.0 3.5 6.0 2.1 -0.4 2.3 0.4 6.3 6.4 5.2 4.6

  Real inventory accumulation 38 55 79 58 84 22 26 13 19 22 21 17

  Real exports of goods and services 6.9 3.4 3.5 4.3 0.1 0.4 0.2 0.4 2.2 2.2 2.2 3.1

  Real imports of goods and services 5.5 2.2 1.1 4.4 4.6 1.1 1.1 -0.6 3.1 2.8 3.0 3.3

  Real government consumption and  
  investment -3.0 -1.9 -2.9 -0.9 1.8 0.9 0.6 0.6 0.3 0.5 0.5 0.7

  Real federal government consumption and  
  investment -2.7 -1.9 -5.8 -2.5 0.0 0.6 -0.5 -0.5 -1.4 -0.5 -1.0 -0.4

  Real state and local government consumption 
  and  investment

-3.3 -1.9 -0.8 0.2 2.9 1.0 1.2 1.1 1.2 1.2 1.2 1.2

Prices
Consumer price index 3.1 2.1 1.5 1.6 0.1 1.3 2.3 1.4 1.9 2.5 2.0 1.9

Chained price index for personal consumption 
expenditures 2.5 1.9 1.3 1.5 0.4 1.1 1.8 1.2 1.7 2.3 1.9 1.9

Chained GDP price index 2.1 1.8 1.6 1.8 1.1 1.3 2.2 2.0 2.5 2.0 1.9 1.9

Employment cost index 2.0 1.9 1.9 2.1 2.1 2.2 2.2 1.9 2.1 2.0 1.8 1.3

Labor markets
Average monthly change in employment 167 177 199 237 228 194 173 62 110 101 79 47

Unemployment rate (percent) 8.9 8.1 7.4 6.2 5.3 4.9 5.0 5.4 5.7 5.7 5.7 5.6

Employment to population (percent) 58.4 58.6 58.6 59.0 59.3 59.7 60.3 60.2 59.9 59.7 59.6 59.4

Income and wealth
Real disposable personal income 2.5 3.2 -1.4 3.5 3.5 2.7 2.0 2.6 2.4 1.1 1.8 1.2

Net household wealth ($ trillion) 63 69 79 84 87 92 101 106 106 113 120 129

Personal saving rate (percent of disposable 
income) 6.0 7.6 5.0 5.6 5.8 5.8 5.4 5.2 5.7 5.2 5.4 5.2

After-tax corporate profits 4.0 10.0 1.7 5.9 -3.0 -0.7 0.4 -0.1 2.4 2.1 2.7 1.7

Housing
Housing starts (thousands) 612 784 928 1,001 1,108 1,168 1,236 1,295 1,168 966 846 734

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

Interest rate on 30-year fixed rate mortgages 
(percent) 4.46 3.66 3.98 4.17 3.85 3.65 4.44 4.84 5.83 6.28 6.93 7.00

Foreign trade
Current account balance, share of GDP 
(percent) -3.0 -2.8 -2.2 -2.3 -2.6 -2.7 -2.6 -2.2 -2.1 -2.2 -2.0 -2.2

Merchandise trade balance ($ billion) -725 -730 -690 -727 -737 -762 -855 -835 -878 -952 -1,012 -1,060

Relative unit labor costs (index, 2008=100) 85.4 83.3 81.3 84.0 91.2 95.7 101.0 100.4 100.3 98.0 95.3 91.8

Financial
Federal funds rate (percent) 0.13 0.13 0.13 0.13 0.17 0.43 1.09 1.47 2.02 2.28 2.42 2.31

Yield on 10-year Treasury note (percent) 2.05 1.71 2.75 2.28 2.19 2.13 3.04 3.46 4.46 4.90 5.35 5.37

Government
Federal budget balance, unified basis (share of 
GDP, percent) -8.5 -7.3 -4.3 -2.9 -2.6 -2.9 -3.4 -3.6 -3.8 -3.8 -3.8 -4.0

Sources: Historical data: US government agencies and Oxford Economics. Forecast: Deloitte, using the Oxford Global Economic Model.
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Global Economic Outlook, Q4 2016:  
United States, Eurozone, China, Japan, India, United Kingdom, and a special topic

Asia Pacific Economic Outlook, Q4 2016: Offers a quarterly analysis 
of economic trends affecting countries in the Asia-Pacific region

Issue by the Numbers, November 2016:  
The US housing market is recovering from the recession, but with a difference:  
Homeownership rates continue to decline even as sector economic indicators  
show improvement.

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.
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