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may occur. There can be no assurance that developments will transpire as forecasted. Nothing in this document should be interpreted to state or imply that past results are an 
indication of future performance. 

Date Indicator  For Estimate Consensus* 
Previous 
Period 

26-Sep-2016 New Home Sales Aug 602k 594k 654k 

26-Sep-2016 Dallas Fed Manufacturing Activity Sep -2.0 -3.0 -6.2 

27-Sep-2016 Core-Logic CS 20-City MoM SA Jul 0.02% -0.05% -0.07% 

27-Sep-2016 Markit US Services PMI Sep P 51.2 NA 51 

27-Sep-2016 Markit US Composite PMI Sep P NA NA 51.5 

27-Sep-2016 Consumer Confidence Index Sep 99.1 98.8 101.1 

27-Sep-2016 Richmond Fed Manufacturing Index Sep -3 -2 -11 

28-Sep-2016 Durable Goods Orders Aug P -1.6% -1.0% 4.4% 

28-Sep-2016 Durables Ex Transportation Aug P -0.4% -0.4% 1.3% 

29-Sep-2016 Advance Goods Trade Balance Aug -$62.1b -$62.6b -$58.8b 

29-Sep-2016 Wholesale Inventories MoM Aug P 0.1% 0.0% 0.0% 

29-Sep-2016 GDP Annualized QoQ 2Q T 1.4% 1.3% 1.1% 

29-Sep-2016 GDP Price Index 2Q T 2.3% 2.3% 2.3% 

29-Sep-2016 Initial Jobless Claims 24-Sep 259K NA 252K 

29-Sep-2016 Pending Home Sales MoM Aug -0.2% -0.3% 1.3% 

30-Sep-2016 Personal Income Aug 0.3% 0.2% 0.4% 

30-Sep-2016 Personal Spending Aug 0.2% 0.2% 0.3% 

30-Sep-2016 PCE Deflator MoM Aug 0.1% 0.1% 0.0% 

30-Sep-2016 PCE Core MoM Aug 0.1% 0.2% 0.1% 

30-Sep-2016 Chicago Purchasing Manager Sep 52.0 52.0 51.5 

30-Sep-2016 U. of Mich. Sentiment Sep F 89.9 90.0 89.8 

 *Consensus from Bloomberg 

Patience Springs Eternal 
One has had to be patient in this economic expansion.  
Except for stock prices, which have been on a screaming 
one way ticket to the top since March 2009: The S&P 500 
is up a stunning 222% from its recession low.   
 
The rest of the economy has taken quite a bit longer than 
it ever has in the past to get back up to speed.  Indeed, 
based on many metrics the U.S. economy and this 
economic expansion isn’t what it once was.   
 
 
 
 
 

U.S. Economy Goes Off The Rails And Never Gets Back On
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We are living in a world of scaled-back economic and 
financial expectations. Many commentators have grown 
frustrated with the Fed’s glacial pace of interest rate 
hikes.  But as Janet Yellen in her press conference on 
Wednesday shared, the Fed itself is getting frustrated by 
the economy’s anemic performance.  
Yellen said, “We’re struggling with a difficult set of issues 
about what is the new normal in this economy and in the 
global economy, more generally, which explains why we 
keep revising down the rate path.”  
 

FOMC Has Begrudgingly Given Up On A Vibrant Expansion 

 
Let’s peel back the veil a bit and review a little about what 
she might be talking about here.  Granted, there is much 
to cheer about, the U.S. economy has been expanding 
now for more than seven consecutive years, nearly 15.0 
million net new jobs created and an unemployment rate 
that has gone from 10.1% at its peak to just 4.9% today, 
but there is much that still leaves a bitter taste in the 
mouth. 
 
Over these last seven years annual real GDP growth has 
averaged just 1.8% per year. In the early 2000’s 
expansion, the U.S. GDP growth rate averaged 2.7%.  At 
the time it was called the jobless recovery.  In the 1990’s 
the average annual GDP growth rate was nearly double 
the current average annual pace – a vibrant 3.5% (Three 
times the growth rate the U.S. economy achieved over the 
past 12 months).   
 
Slowing U.S. population growth and an aging population 
along with downright depressing productivity gains are 
behind much of the lackluster performance.  But you can 
add political paralysis in Washington D.C., deteriorating 
infrastructure, and austerity measures in Europe to the 
mix as well.  Now financial and political uncertainty from 

the Brexit vote, China credit bubbles and property 
bubbles, and populist political candidates that tout anti-
trade and anti-immigrant policies are moving to the fore.   
 
The Federal Reserve, counseling patience, held its fire on 
an interest rate hike this month as we expected, but put 
the market on notice that one rate hike was likely before 
the end of the year.  We are circling the December FOMC 
meeting on our calendars as the most likely date for the 
next dose of glacial interest rate normalization. 
  
The September FOMC meeting turned out to be more 
dovish than the market anticipated despite the December 
rate hike hint as the Fed funds rate outlook (dot-plot) 
showed strong migration of FOMC participants toward a 
slower climb in short-term rates over the next few years 
and more participants saw the long-run Fed funds rate 
below 3.0%.  This is a very patient FOMC whose interest 
rate views are now in-line with our current outlook for the 
Fed funds target rate over the coming two years. 
 

FOMC Has Begrudgingly Given Up On A Vibrant Expansion 

 
Finally, there’s even more need for patience, with 
additional confirmation of slowing economic growth in 
August. This week it was the Conference Board’s leading 
economic indicators, the Chicago Fed National Activity 
index, housing starts and existing home sales for August 
that disappointed.  It appears we and the Fed will need 
the patience of a saint in this new normal of an economy. 
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Major Economic Indicators 

 

Economic Data 2015.1 2015.2 2015.3 2015.4 2016.1 2016.2 2016.3 2016.4 2017.1 2017.2 2017.3 2017.4 2014 2015 2016 2017

Real GDP* 2.0 2.6 2.0 0.9 0.8 1.1 3.0 2.2 2.2 2.1 2.0 1.8 2.4 2.7 1.5 2.2

Personal Consumption Expenditures* 2.4 2.9 2.7 2.3 1.6 4.4 3.0 2.8 2.5 2.5 2.4 2.3 2.7 3.1 2.7 2.7

Non-residential Fixed Investment* 1.3 1.6 3.9 -3.3 -3.4 -0.9 2.7 2.0 2.7 2.8 2.9 2.8 6.2 2.4 -0.6 2.4

Private Housing Starts (000s units) 986 1,156 1,156 1,135 1,151 1,159 1,200 1,220 1,240 1,250 1,280 1,300 1,001 1,108 1,183 1,268

Vehicle Sales (mill. Units, annualized) 16.9 17.2 17.7 17.9 17.3 17.1 17.0 17.1 17.0 17.0 16.9 16.9 16.4 17.4 17.1 17.0

Industrial Production* -1.9 -2.7 1.5 -3.3 -1.7 -0.6 0.8 1.2 1.5 1.7 1.7 1.7 3.7 -0.5 -1.0 1.3

Nonfarm Payroll Employment (mil.) 140.8 141.5 142.2 142.9 143.5 144.0 144.6 145.1 145.6 146.1 146.6 147.1 138.9 141.8 144.3 146.3

Unemployment rate 5.6 5.4 5.2 5.0 4.9 4.9 4.9 4.8 4.7 4.7 4.7 4.6 6.2 5.3 4.9 4.7

Consumer Price Index* (percent) -2.9 2.4 1.4 0.8 -0.3 2.5 2.0 2.1 2.2 2.2 2.3 2.3 1.6 0.1 1.2 2.2

"Core" CPI* (percent) 1.7 2.3 1.8 2.2 2.7 2.1 1.9 2.0 2.0 2.0 2.1 2.1 1.7 1.8 2.2 2.0

PPI (f inished goods)* (percent) -11.0 3.4 -0.4 -4.8 -5.3 3.4 2.1 2.5 2.4 2.2 2.0 2.0 1.9 -3.3 -1.0 2.4

Trade Weighted Dollar (Fed BOG, major) 89.3 90.1 91.7 93.1 93.3 89.6 90.2 91.7 92.0 92.5 92.0 91.6 78.4 91.1 91.2 92.0

Crude Oil Prices -WTI ($ per barrel) 48 58 46 42 33 45 45 47 47 47 48 49 93 49 43 48

*Quarterly Data Percent Change At Annual Rate; Annual Data Year-on-Year % Chg, or Annual Average.

Financial Data 2015.1 2015.2 2015.3 2015.4 2016.1 2016.2 2016.3 2016.4 2017.1 2017.2 2017.3 2017.4 2014 2015 2016 2017

S & P 500 2,064 2,102 2,027 2,052 1,951 2,075 1,930 2,061

Dow  Jones Industrial Average 17,808 18,004 17,077 17,475 16,663 17,764 16,770 17,591

Federal Funds Rate (effective) 0.11 0.13 0.13 0.16 0.36 0.37 0.41 0.46 0.63 0.63 0.88 0.96 0.09 0.13 0.40 0.77

Treasury-3 Month Bills (yield) 0.02 0.02 0.04 0.13 0.29 0.26 0.30 0.35 0.53 0.53 0.80 0.88 0.03 0.05 0.30 0.69

Treasury-2 Year Notes (yield) 0.60 0.61 0.69 0.84 0.84 0.77 0.71 0.80 1.04 1.06 1.31 1.41 0.46 0.69 0.78 1.21

Treasury-5 Year Notes (yield) 1.46 1.53 1.56 1.58 1.37 1.24 1.11 1.20 1.49 1.57 1.77 1.87 1.64 1.53 1.23 1.68

Treasury-10 Year Notes (yield) 1.97 2.16 2.22 2.19 1.91 1.75 1.54 1.75 2.02 2.17 2.32 2.47 2.54 2.14 1.74 2.25

Treasury-30 Year Notes (yield) 2.55 2.88 2.96 2.96 2.72 2.57 2.24 2.50 2.77 2.92 3.12 3.32 3.34 2.84 2.51 3.03

Prime Rate 3.25 3.25 3.25 3.29 3.50 3.50 3.50 3.58 3.75 3.75 4.00 4.08 3.25 3.26 3.52 3.90

Libor 3-Mo. U.S. Dollar 0.30 0.30 0.33 0.43 0.67 0.65 0.77 0.85 0.94 0.95 1.17 1.25 0.25 0.34 0.74 1.08

Mortgage-30 Year (yield) 3.72 3.82 3.95 3.90 3.74 3.59 3.45 3.59 3.86 4.01 4.16 4.31 4.17 3.85 3.59 4.09

BAA Corporate (yield) 4.50 4.83 5.24 5.42 5.30 4.66 4.22 4.50 4.80 4.96 5.17 5.45 4.85 5.00 4.67 5.10

Source:  Bank of the West Economics, Bloomberg, Federal Reserve .
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