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THE US ECONOMY:   
REMARKABLY RESILIANT, SO FAR 



The Economy 
Surprises

GDP = C+I+G+(X-M) 



US Light Vehicle Sales 
Car sales are stable and solid at roughly 16 million/year 



Inventory Levels are Low but Rising 
Inventories are flat and well below pre-Covid levels



Wholesale Motor Vehicle Parts Inventories 
Level has more than recovered



New Auto Prices 
Inventories improved, and now prices are slightly rising



Used Cars Prices
They are now rising. Peak was 12/21 at 257.7. Prices are down almost 20%



Nonresidential Construction Activity
It peaked in December 2023



Real Personal Consumption Expenditures 
It remains largely on trend, keeping the economy growing



Real Disposable Personal Income
It is well above pre-Covid, but slightly below trend



Household Savings Rate 
It is flat and historically low at 4.6%



Non-Revolving Credit Growth Slows
Revolving credit growth is very limited

Credit Card Balances 

Non-Revolving Credit



Transitioning into 30+ Days Delinquent 
Most loan types are now plateauing



Banks Loan Loss Reserves
They are plateauing



Small Domestic Banks Loan Loss Reserves 
They are clearly rising



Problem Banks
They are 1.5% of all banks. That is in the 1%-2% normal non-crisis range



Banks Are Slowly Disappearing
Economies of scale. 41 banks disappeared last quarter, 117 Y-o-Y 



All Banks Lost Deposits
Smaller banks have recovered better 



Bank Branches are Disappearing
They peaked in 2012. They have declined ever since 



Household Balance Sheets
Growth in net worth had been excellent through 24Q3



Consumer Spending Since 1990     
The top 10% are driving spending



Inventory to Sales Ratios
Retail inventories are well below their pre-covid level



ISM Manufacturing Index   
Manufacturing has been in a long recession

 



ISM Services
 This is stall speed, this slightly worrying 



Capacity Utilization Rates 
At weak pre-Covid level, and flat



Capital Goods Orders
Capex orders plateaued but are now up



Trump as President  
As for his major economic policies… 

Energy

Deregulation

OBBBA

Immigration reform

Tariffs / Trade policy

(Data Policy)

 



Average Effective Tariff on US Imported Good 
Rates are high and a moving target



The Trade Deficit
Tariff frontrunning driven the deficit way up and then down



The Monetary Supply
It is again growing



The Yield Curve is Normalizing
1-Year Treasury Yield – 10-Year Treasury Yield. 1yr should fall more 



US Economic Policy Uncertainty
It remains quite elevated 



University of Michigan Index 
The index has fallen badly of late



Conference Board Consumer Confidence Survey
Confidence has steadily and slowly declined



CFO Survey: Next Year Employment Growth
Index is looking very weak



CEO Economic Outlook Survey
It’s barely neutral



Labor Markets: 
They are Softening 



The Unemployment Rate
The rate is low at 4.3%, but is at its highest leveln since 10/21



Historical Job Growth 
It is much lower starting in May



ADP Employment Growth
It looks bad no matter how you look at it



LinkedIn Employment Activity
It looks weak no matter how you slice it



Number of Openings on Indeed.com is Declining   
Openings are steadily and slowly deteriorating 



The Labor Force Participation Rate
Is slowly declining as the nation ages, and as folks give up looking



Working Part Time and Unhappy About It!   
It is clearly rising



The Number of Permanent Job Losses
It is clearly rising



Labor Market is Loosening But Isn’t Loose  
There are 1.01 unemployed persons/job, or 0.99 jobs/unemployed person



Y-o-Y Percent Change in Hourly Earnings
Wage growth is clearly weakening



Changes in Median Wage Growth
Looks only at those continuously employed



Wage Growth Gap is Narrowing 
Of those continuously full-time employed; stayers vs switchers



Wage Growth by Income Level 
Low–wage workers are seeing little wage growth   



Involuntary Separations
Claims are slowly rising



Continuing Unemployment Claims 
It plateaued earlier but since mid-2024 has been clearly rising 



Labor Productivity Growth 
It is now no better than during mid-last decade 



Inflation & 

The Fed 





Trade Services = Business Markups
Corporate margins rose dramatically and are now returning to Earth 



Oil Prices Stabilize
OPEC+ production and production increases elsewhere are why   



PCE and Core PCE Price Index
Both have bottomed



CPI: Inflationary Pressures
Are inflationary pressures rising? 



Sticky Inflation 
It is now rising



Trimmed PCE: Inflation Has Peaked
It had been pleasantly falling



Shelter Cost Inflation 
Was at 3.25% for years. Is now 3.6% but still falling 



SF Rents Keep Slowing  
It’s 3.8% and feeding inflation. But it is still steadily falling



Rent of Primary Residence
Y-o-Y price increase are back to pre-pandemic levels



Inflation Expectations were Rising
5-year and 10-year breakeven rates 



Inflation Expectations are Low and Stable 
This gives the Fed further room to lower rates



Federal Reserve Behavior
Most likely scenario

• On 9/18/24 it fell 50 bps to 4.875%

• On 11/7/24 it expectedly fell to 4.625% 

• On 12/18/24 it surprisingly fell to 4.375% 

• On 9/17/25 it finally fell to 4.125%!!!!!

• Now it is 3.875%.  One more cut in ‘25?  



How About 

Construction?
(It varies tremendously by location)



Construction Activity
 Only public is growing



Public, Private Non-Res, and Private-Res Const 
Residential is down 5.3%, non-res is down 3.7%, and public is up 3.4%. Weak



Public Construction Activity
All sectors are flat to increasing 



Private Construction Activity 
Sectors are flat to down



Other Construction Groups Diverge  
 Manufacturing has been exceptional. Communication is weakest

FRED Graph

https://fred.stlouisfed.org/graph/?g=1aRYJ


Nonresidential Construction Activity
It peaked in December 2023



Nonresidential Construction Activity
It is down Y-o-Y and M-o-M 



Construction Activity
High rates, labor shortages, high input costs, and fear of tariffs and deportation hurt 



Look at E-Commerce! 
E-commerce sales grow at about 5%/year. Think warehouses!!!! 



E-Commerce is Getting Large 
E-commerce sales are 16.3% of all sales



Office Vacancy Rates 
20.7% is a new high. Demand is strong for Class A space  



Housing Inventory is Suddenly Not So Low 
It’s been rising for three years. Starting to approach pre-Covid levels



Inventory is Finally Growing
Months supply of inventory is key  



Case-Shiller M-o-M Price Changes
House price appreciation has turned into depreciation



Price Growth is Declining
Annual price appreciation is declining and barely positive 



House Prices Are Way Up 
Inventory is primarily why



Median Mortgage Payment 
The rise has been breathtaking



Home Hotness Through 8/25   
Massive role reversal between South and West vs. Northeast, Midwest, and West Coast        



Existing Home Sales Are Soft
They rise in 2026 as rates fall, inventory rises, and prices keep softening



Mortgage Purchase Applications Level
1st time applications are at levels last seen in the mid-1990s

Purchase volume was $1.3 trillion in 2024 and probably hits $1.4 trillion in ‘25 

First-time apps are flat



Refinance Activity Sort of Reawakens
Refi was $350 billion in ’24, and maybe $650 billion in 2025 and maybe $700 in ‘26 



Mortgage Rates by Interest Rate
Those with rate above 6% are rising 



Housing Improvements & Repairs
Slower price appreciation, lower rates and rising inventories should boost sales



Home Builder Sentiment
High rates and new and existing inventories hurt, Negative for over a year 



Residential Housing Permits
Single-family is weakening, multifamily is sinking



Single-Family and Multifamily Starts
SF starts struggle, MF starts are improving



New Home Inventory
It is high and rising dangerously rapidly



Inventory of New Homes
Six months supply is healthy. It’s now 7.4! Builders are pulling back



Apartment Rental Situation 
The MF situation may improve. High rates, lower rents, huge completions, rising vacancies



Apartment Vacancy Rates 
Rental vacancy rate is up from 40-year lows. Has it peaked?   



Number of Multifamily Units Under Construction
The number of units being built is very high due to supply-chain problems and so on 

FRED Graph

https://fred.stlouisfed.org/graph/?g=1DPEJ


Apartment Rents are Softening 
Rents are now down 0.8% Y-o-Y



Credit is Generally Hard to Get 
It was getting easier, but Covid stopped that!



Mortgage Quality
It has meaningfully improved and remains high  



REO Inventory Held By Banks
It is very low. Rapid price appreciation is largely why  



Construction Costs are Way Up
The increases since Covid-19 are astounding. Now add tariffs   



Construction Cost Inflation 
The increases are getting bigger



Construction Cost Inflation 
The increases are likely to continue



Construction Unemployment
At lowest level in decades



Latest AIA Consensus Forecast
It generally sees weak growth in 2025



Architectural Billing Index
Is a 9 to 12-month leading indicator of CRE. Sub-50 means shrinking 



Future Construction Activity
Measures non-residential projects in the planning phase & is a 12-month leading economic indicator



Demographics Are Good
Housing demand will be strong for years 



What About 

Things Here? 



Things Are Definitely Slowing
Growth is slowing



Things Are Slowing
Growth is still generally OK



Population Growth by County: 2022-2023
Best all over the place. Pandemic related. Will it persist?  



Population Growth by County: 2023-2024
Best all over the place. Pandemic related. Will it persist?  



The South and the West are Weakest
CA and TX are on the very of going negative



Months of Home Inventory Through 9/30   
The top spots are in what were very strong markets



Home Price Declines Through 9/25   
Four of the top five are in Florida as are 15 of 30



KEY TAKEAWAYS
 

1) 2025 should still be a decent year  

2) The Fed will keep cutting rates

3) Job growth probably slows more 

4) Inflation should rise slightly 

5) Watch inflation and unemployment 
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