
An Aging U.S. Expansion...What’s In Store for 
the Rest of Calendar Year 2016 and Beyond?    

Remarks on the State of the Economy 

 
July 11, 2016 

Jeffrey B. Carr 

President and Senior Economist 

Economic & Policy Resources, Inc. 



4th Longest “Up-Cycle” since WW II...  



Almost 7 Years of Output Gains... 

3.1%
2.7%

1.5%

-2.7%

2.0%

-2.0%

-8.3%

-5.4%

-0.4%

1.3%

3.9%

1.6%

3.9%

2.7%
2.5%

-1.5%

2.9%

0.8%

4.6%

2.7%

1.9%

0.5%
0.1%

1.9%

1.1%

3.0%

3.8%

-0.9%

4.6%
4.3%

2.1%

0.6%

3.9%

2.0%

1.4%1.1%

-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

2
0
0

7
Q

2

2
0
0

7
Q

3

2
0
0

7
Q

4

2
0
0

8
Q

1

2
0
0

8
Q

2

2
0
0

8
Q

3

2
0
0

8
Q

4

2
0
0

9
Q

1

2
0
0

9
Q

2

2
0
0

9
Q

3

2
0
0

9
Q

4

2
0
1

0
Q

1

2
0
1

0
Q

2

2
0
1

0
Q

3

2
0
1

0
Q

4

2
0
1

1
Q

1

2
0
1

1
Q

2

2
0
1

1
Q

3

2
0
1

1
Q

4

2
0
1

2
Q

1

2
0
1

2
Q

2

2
0
1

2
Q

3

2
0
1

2
Q

4

2
0
1

3
Q

1

2
0
1

3
Q

2

2
0
1

3
Q

3

2
0
1

3
Q

4

2
0
1

4
Q

1

2
0
1

4
Q

2

2
0
1

4
Q

3

2
0
1

4
Q

4

2
0
1

5
Q

1

2
0
1

5
Q

2

2
0
1

5
Q

3

2
0
1

5
Q

4

2
0
1

6
Q

1

P
e

rc
e

n
t 

C
h

an
ge

 (
SA

A
R

)

Change in Gross Domestic Product (GDP), Adjusted for Inflation
Source: Bureau of Economic  Analysis, Updated June 28th, 2016



Almost 14 million jobs added, but... 
 And a nearly “full employment”  unemployment rate of 4.9% 

Jun-16
287k jobs 

added

Jun-16 
4.9% Unemployment 

Rate
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There are Still Too Many L-T Unemployed. 

June 2010,
45.6%

May 2016,
25.3%
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One of Slowest U.S. Recoveries...Ever 



Supported by Unprecedented Stimulus... 
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And an Unprecedented Period of Low I-Rates 
 Dec 2008 - Nov 2015: A period of roughly “zero percent” Federal Funds Rate 

(Fed Funds Rate=interest rate at which banks can borrow from each other). 



A Revolution in Energy Production... 
 Resulting in large energy price declines which have continued into CY 2016... 
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West Texas Intermediate Crude Oil 
Price Per Barrel in June 2016 Constant Dollars

(Source: U.S. Energy Information Administration)

(June 2008 - $146 per Barrel)

(February 2009- $44 per Barrel)

(April 2011 
- $116 per 
Barrel)

(February 2016- $30 per Barrel)

(July 5, 2016 
- $46 per 
Barrel)



“NRG Costs” are a Key Budget Item for Tourists.  

"​Yes" 57%"Somewhat" 37%
"No/Unsure" 6%

Do you believe that lower gas and oil prices make it 
cheaper for Americans to travel and go on vacation?

The Association for Convenience & Fuel Retailing, 4/7/2016 



Consumer Confidence has Flattened... 
 Consumers remain “uneasy,” and confidence has moved “sideways” 

since early 2015 due to a multitude of factors... 
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Due to Tepid Growth...and Other Factors...  

http://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG 
https://stats.oecd.org/index.aspx?queryid=350 



Equities Have Been Up and Down... 
 Volatility has increased in the U.S. stock market...stocks last year had 

their worst annual price change performance since calendar year 2008...     
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Trade Exports are Weakening… 
 Exports weakened in 2015 due to strong U.S. Dollar—hurting U.S. factory activity and 

also factory jobs.  

Source: FiREapps 
file:///C:/Users/dxf/Downloads/FiREappsResearch_Q42015_final%20(1).pdf 
http://www.bloomberg.com/news/articles/2016-01-13/currency-swings-sap-u-s-corporate-profits-by-
most-in-four-years 
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…Because of a U.S. Strong Dollar. 

Strong Dollar

Fall in Exports
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Now Brexit has Added to the Uncertainty...  



Brexit will not be a Positive for Tourism... 

http://travel.trade.gov/view/m-2015-I-001/index.html 

UK: 18.1% increase 
from 2014
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Or for Trade as the Dollar Strengthens... 



“Net Worth” is also Still Recovering... 

-20%

-51%

-56%

-46%

-13%

-19%

-60%

-50%

-40%

-30%

-20%

-10%

0%

10%

$0

$50,000

$100,000

$150,000

$200,000

$250,000

$300,000

Under
Age 35

Ages
35-44

Ages
45-54

Ages
55-64

Ages
66-74

Ages 75+

%
 C

h
a

n
ge

 (
2

0
0

7-
2

0
1

3
)

M
e

d
ia

n
 V

al
u

e
 o

f 
N

e
t 

W
o

rt
h

Median Net Worth (Head-of-Household's Age) 2007 vs. 2013
Source: Federal Reserve's 2013 Survey of Consumer Finances

2007 Median Net Worth 2013 Median Net Worth % Change 2007-2013



“House Value” is a Key to “Net Worth...” 
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And “Student Loan Debt” Has Exploded... 
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A “Record Number” of 25-34 Year Olds 
Are Now Living With Their Parents! 



“Stimulus” Has L-T Policy Consequences... 

 



The Fed’s Balance Sheet Has Also Grown... 
 Federal Reserve has begun policy “normalization” (which has slowed with Brexit).  

 “Normalization” means short-term rate increases and balance sheet restructuring. 



But Inflation isn’t a Problem…Not Yet. 
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Tourism Now Has Its Share of Challenges... 



http://www.ibisworld.com/industry/default.aspx?indid=2002 

Including a Restrained Spending Outlook... 
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http://www.bea.gov/national/Index.htm GDPbyInd_GO_1947-2015 
http://www.bea.gov/industry/gdpbyind_data.htm ("Gross Output") 
 

Especially When Times Get Uncertain... 



Although Odds of a Recession are “Low...” 

http://projects.wsj.com/econforecast/#qa=20160601003 
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But...76% of U.S. Economists expect GDP growth to be on the “downside” 

over the next 12 months, while only 15% say there is “upside” GDP growth risk... 
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