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* Vision .I

- One day, the public discussion of policy issues will be grounded in an accurate
perception of the underlying economic principles and data.

* Mission
- NEED unites the skills and knowledge of a

vast network of professional economists to promote understanding of the
economics of policy issues in the United States

* NEED Presentations

- Are nonpartisan and intended to reflect the consensus of the economics
profession
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* For much of 2018, observers described US economy as a “Goldilocks Economy” .‘
- Real GDP growth near 3.0%
- Low unemployment (3.6%) and job creation (roughly 200k jobs added per
month)
- Low inflation (around 2.0%)
* By the end of 2018 and into 2019, the US economy shown some signs of slowing
and there is some worry about potential “bears” on the horizon
- Slowing industrial production
- Tariffs, Trade Policy and International Trade
- Slowing world economy.
* Like any story, we begin with a set-up and review progress since the end of
Great Recession
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2007-current

Real GDP Growth
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would be roughly $8,500 higher.

Income is about 14%

below long-run trend
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s Since 2000, there have only been 26 quarters where GDP growth has exceeded 3% -- (33% of the time)
Since 2009, there have only been 14 quarters where GDP growth exceeded 3% -- (35% of the time)
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@at Is “Accounting” for the Slower Growth? ®e

* Expenditures Relationship to GDP growth.
- GDP is the sum of four categories of spending:
o Consumption (C)
o Investment (1)

o Government spending (G )
o Net Exports: Exports — Imports ( NX )

* Productivity and Inputs as Drivers for GDP Growth.
- Employment
- Productivity
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* Slow growth in any of these categories will slow overall GDP
growth.
* How does each component account for changes in GDP growth
pre- vs. post-recession?
* What explains current trends in each component?
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* GDP Growth is a combination of the growth in its components:
- Consumption, Investment, Government, and Net Exports
- It’s a weighted average of these components
* For example: Consumption
- If consumption accounts for 2/3 of the economy,
- If consumption grew by 3%,
- It implies that consumption growth accounts for 2 percentage points of GDP
. 2
growth; thatis, 2% = (E) * 30p.
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3.0 From 1990-2007: Average Contribution from Consumption was 2.18%
NATIONAL ECONOMIC Since 2010, Average Contribution from Consumption is 1.68% .
EDUCATION DELEGATION
12



12/16/19

T ¢ ¢ 0o
® 0 o o
| Disposable Personal Income ®e%°%°
P ® o o
e o °
(]
20 o ®
[
& ol Bl = 15.4 Q@
1) 15.1
Al
S 4
o 10
=
S
= 57
=
0_ T T T T T T T
N 19 20 o0 o0 A0 20
2 T e® e ge® e e
Monthly: Through Oct-19
Trend, Jan/60-Dec/07 — Forecast Trend
Disposable Personal Income
Source: NBER and BEA. Gray shading indicates recession.
Growth: -3.1 (Month), 2.8 (Year), 3.1 (5-year), 3 (10-year), 3.2 (20-year)
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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Monthly: Through Oct-19
Source: NBER and BEA
Growth: -3.1 (Month), 2.8 (Year), 3.1 (5-year), 3 (10-year), 3.2 (20-year)
Gray shading indicates recession.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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* Consumption has been slow to recover.
- Pre-crisis average contribution of consumption expenditures is 2.15
percentage points.
- Post-crisis contribution is 1.7 percentage points.
* In other words, its contribution to GDP growth is shaving about 0.5
ppt off GDOP growth
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Personal Consumption
Source: NBER and BEA. Gray shading indicates recession.
Growth: .4 (Month), 1.8 (Year), 2.6 (5-year), 2.4 (10-year), 2.5 (20-year)
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
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* Investment expenditures are composed of residential and non-
residential spending.
* Residential spending refers to purchases of new homes.
* Non-residential spending refers to capital purchases and new
inventory accumulation.
- Tools, machinery, new factories, commercial real estate.
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Investment’s Average contribution to GDP growth is 0.80
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Figure 1 - Sales Net Rising Index
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* Trade: Tariffs / Uncertainty
* Slowing World Growth - sluggish demand in export markets
* Slowing Consumption Demand
NATIONAL ECONOMIC 28
EDUCATION DELEGATION
28

14



12/16/19

¥ o
® o o
. . ® ° O. °.%
tributions to GDP: Government 3O
e o °
..
£ [
2.0
8 [
151 (|
&5 1.0
O
S h_l,ll-l 0.22
n
= 0.0
(o)
o
()
o -1.0-
5
§ 201 : : 1990-2007 AV(?: 0.07 . 2010+ Ave: I-o.oa .
Q1-90 Q1-95 Q1-00 Q1-05 Q1-10 Q1-15 Q1-20
Quarterly: Through Q3-19
| Federal (0.22) |
Source: Bureau of Economic Analysis. Gray shading indicates recession.
Graph by: National Economic Education D ion (www.NEED ion.org)
P NATIONAL ECONOMIC 29
'ﬂT’ EDUCATION DELEGATION
29
T 0 ¢ 0o
, . . o ° O‘ *.%
e’s Contribution to GDP: Imports ° el
()
{ I °
£ o
6.0
g °.
(0] i
~ 4.0
[a]
G 2.0
| 0.22
7] -
= rllr—“r“ - '
(o)
o
o -2.0
£ -4.0-
(0]
dqe: -6.0 1990-2007 Ave: -0.85 2010+ Ave: -0.65
Q1-90 Q1-95 Q1-00 Q1-05 Q1-10 Q1-15 Q1-20
Quarterly: Through Q3-19
|- Imports (-0.22) ‘
Source: Bureau of Economic Analysis. Gray shading indicates recession.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
NATIONAL ECONOMIC 20
EDUCATION DELEGATION
30

15



12/16/19

® o
, . . .. O:o:o:
e’s Contribution to GDP: Exports ° e’e
.. ..
£ 1 o
% 4.0 Y
5 3.07 ¢
é 2.0 I ‘
u— 1.0' -h
o 0.11
£ 001 - tJ||‘|'r.'.|-‘-|r|[
&£ -1.04
2 2.0
& -3.0
§ -4.0- 1990-2007 Ave: 0.61 2010+ Ave: 0.39
Q1-90 Q1-95 Q1-00 Q1-05 Q1-10 Qi-15 Q1-20

Quarterly: Through Q3-19
l- Exports (0.11) |

Source: Bureau of Economic Analysis. Gray shading indicates recession.
Graph by: National Economic E ion D ion (Wwww.NEED ion.org)

/%) NATIONAL ECONOMIC n

EDUCATION DELEGATION

35
30 50
5
5 o Chile
35
» 30
15 P
20
10 15
France iy
5 5
0
0 BEITBBRANLRIYITIBBRINFIRRSIYILRAINT Y
ggzespnEeRadsRaaIRgEaEs8aasn AAAAAAAAFAAA999IAAAAIIJIJIRJL__R
- - - —— hile [CHL]- E xports of goods and sewice s(%of GEP) INE. EXP. GFS. Z5]
——France[FRA] - Exportsofgoods andservices (% of GDP) [ NEEXP.GNFS.ZS] Chile [CHL]-Impotts of g codsa nd services (% of GDP) INEIMP GNFS 25]
e France [FRA]- Inports of goods and = ices (%of @P) [NEI MP.GNFS.ZS] o
£ 35
30 30
b3 5 .
China
20 20
15 15
iy 10
5 UK 5
0 0
BT BBRANNERIYIBBRINSIRRSIILRANT S
BYIBBRAINLRLRIYIBYIINSFTRRSIIIBB8INIY
AQQQQAAAAJAAAAAAAGIASIIIILIRR BRrEEELNRREgeEgaaagE888822 22
e United Kingd om [GBR] - Exports ofgoods andservie s(%of GLP) [ NE.EXP .GNFS.ZS] China [GHN] - Exportsof goads an dservices (%of GDP) [ NE.BP GNFSZS]
e United Kingd om [GBR] - Imports of good's and = wices (% of GDP) [NE.IMP.GNFS.ZS] China [GHN] - Imports of goods and s vices (%of @P) NEI MP.GNFSZS]

16



12/16/19

T 0 ¢ oo
®0%°%"°
| rts and Imports are Not Independent o oo,
o. o
o °®
°
|
* Consider an attempt to reduce imports through an increase in
tariffs:
* First order effect would be a reduction in imports
* Because we buy fewer foreign produced goods and services, there
are fewer dollars supplied in the foreign exchange market.
* Because the dollar becomes more scarce, the dollar appreciates in
value.
* Because the dollar appreciation, exports are more expensive and we
export less.
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* Unemployment rate is low — 3.5%

* Monthly employment gains have average about 175,000 over the
last six months.

* Recent Labor Market Concerns:
- Lower employment to population ratio
- Slow wage growth
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Back of the envelope calculation:
When employment growth is in increasing by about 200,000 per month GDP growth will be about 2.5%
When employment growth is in increasing by about 300,000 per month GDP growth will be about 3.0%
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Figure 8: Prices
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In October there were 156k jobs added.
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@b Separations and Hires

6L/1/8
(29,94
syvya
S8
st/tfy
LYY
ane
ya%,94
E)Akas
a/i/8
19194
sVva
St/t8
9194
vyva
vi/T/8
v/l
378548
TR
%194
(4787548
anm
ank
/va
R
ik
ovva
or/t/8
Ot/t/fy
601/
60/1/8
60/1/v
8V
20/1/8
/1
Ldva
/18
Ot
aWva
0/1/8
R/l
sova
/18
V94
vova
R
/Ll
e/va
€0/1/8
74
wya
/R
Wi
oya
T0/1/8
/Tl
v

——Sepantins emmHires

Quits and Layoffs

Layoffs

eparations

NATIONAL ECONOMIC
EDUCATION DELEGATION

3500

3000

2500 M‘
\,‘,

1500

1000

al

49

618
991914
sV
sI/1/8
st/
LYva
s
a%i9i4
v
L
19,4
svyya
SItR
99,94
vyva
iR
it
[37Akas
R
29,9/4
[472%43
anm
ank
va
R
ik
ovvya
or/f8
or/tfy
(d08%43
60/1/8
60/t
8Qva
80/1/8
0/
Lyva
0orR
94
aWva
018
0/t
sova
193
oLk
vova
/B
W/
sva

/1h
wya
wrR
ok
wva
T0/1/8
/1y
ooy

25

50

offs

EDUCATION DELEGATION

m NATIONAL ECONOMIC

50



12/16/19

'. ® o oo
® o o
® o o °
Modest Wage Growth ®%’
[ B J
e ©°
o °
4% o
All other occupations ‘
3%
g
£
Z 5o
'6>2/°
L5
&
=
Management, professional, and related
1%
0% 2019 Q3
2003 2007 2011 2015 2019
p NATIONAL ECONOMIC -
{m EDUCATION DELEGATION
51
" ® o o oo
® o o
® o o °
® o ©
o o °
() 0.
| o °
| °
[ |
ew Hampshi
assachuset
Rhode Island
6 New Jersey
Delaware
\zi Maryland
Baja
California g
N :" Chihuahua /
California v
Sinaloa
5) 0. /amaulipas
NATIONAL ECONOMIC 52
EDUCATION DELEGATION
52

26



12/16/19

'. ® o oo
. . 0% °%°
[ ]
ulation Growth: South Carolina and US ®¢%°.
e o °
e °
o °®
Population Growth in South Carolina [
110 108.4 9
S 105
8 105.3
n
£ 100
o
N
&
el 95
=
90
T T T T
5 10 15 20
Year: Through 2017
South Carolina United States
Source: American Community Survey, 1-yr Summary File
Produced by: National Economic Education Delegation (www NEEDelegation.org)
ﬂ NATIONAL ECONOMIC -
{m EDUCATION DELEGATION
53
'. ® o o oo
0%°%°
L]
employment Rate: US, NC and SC 0%°%
e o °
e °
e
Chart Title .‘
14.00
12.00
10.00
800 \
. ~N /M
V/«/.L' \.\p\.%m //-w w\Q\
400 - "Va/ \'\K
\/\/
200
000
RT3 THN BRI TR EEERREIASEE888S 8833 BBY8E58383882887d9dAAITLL88855883
B e e e e e e e e S e e e s T T T e T e e e e e e e e e i e e N e i e e e e e e B e e e i A e e e i i e
TR IR IR SR TR IR IR IR IR IR IR IR IR IR SR IR IR IR IR IR IR IR IR IR IRIRIRIRIRT T
e UNEmMplOYME Nt e Unemploymre nt Rate (NC) Unemployme nt Rate (SC)
NATIONAL ECONOMIC 54
EDUCATION DELEGATION
54

27



12/16/19

® o
® o o
. 0% %"
ployment Growth: South Carolina and US ®e ole,
{
e °
o °®
Employment Growth in South Carolina 121.7 ..
120
o
=
n 1157 114.0
(=)
S 110
=
=S 105
><
S 100
95 ol T T T T
Jan-00 Jan-05 Jan-10 Jan-15 Jan-20
Monthly: Through Aug-19
South Carolina — United States
Source: U.S. Bureau of Labor Statistics, Seasonally Adjusted
Produced by: National Economic Education Delegation (www.NEEDelegation.org)
NATIONAL ECONOMIC
ﬁ EDUCATION DELEGATION >
55
T 0 ¢ 0o
®e% %"
ployment by Industry olee,
(
e °
e
[
[ |
Mining and Logging 0 4 4.7 1.81
Construction 0.05 83.3 101.3 2.69
Manufacturing 0.11 207.3 256.8 2.41
Trade & Transportation 0.19 346.9 413.8 1.98
Information 0.02 25.6 27.3 0.72
Finance 0.05 91.5 104.6 1.50
Education and Health 0.14 210.5 258.1 2.29
Leisure and Hospitality 0.1 209.8 267.0 2.72
Professional and Business
Service 0.12 220.4 292.7 3.20
Government 0.19 350.2 375.1 0.77
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* Most economists have lowered their projection for 2019 — GDP
growth in the 2.0-2.3% range.
* Most economist have lowered their growth forecasts for 2020.]’
- 67% NABE economists project growth to be between 1.1 and 2.0%
* Most economists have increased their “probabilities” of recession in
2020.
- However, most do not think one will occur in the first half of the year
- Most do not think it will happen in second half either.
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