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Real Activity



Despite slowdown in Asian growth, U.S. economy 

ended 2015 on a solid note

• Third quarter growth was upwardly revised

• December payroll job growth stronger-than-expected, with 

upward revisions to October and November

• But slowing global growth—especially in China—is 

restraining manufacturing/trade components of U.S. GDP 

• A tale of two economies: domestic strength in services 

versus a stalling out of growth in the goods sector. Growth 

moderating as economy nears or is at full employment.
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Declines in unemployment imply little or no 

labor market slack left 
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Growth in leading economic indicators suggests 

shift to more moderate, but sustainable growth
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Inflation Developments
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Summary

• Output growth solid heading into the third quarter, job

growth robust in late 2015.

• Slow growth abroad is tempering U.S. GDP growth as the

U.S. economy nears full employment.

• Domestic demand in U.S. robust, while softness in China

plus oil bust slow U.S. manufacturing and mining growth,

and delay progress toward restoring 2% inflation.

• Commercial real estate valuations seem elevated.

• 2016 GDP growth likely between 2 and 2-½ %. With

unemployment low and growth moderating, 6-month

trimmed mean PCE inflation near 1-¾ %, and long-term

inflation expectations anchored, headline inflation likely to

be low near-term but later rise to 2% over medium run.


