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Will the Good Times Roll
On?

Thomas D. Simpson, Ph.D.
Cameron School of Business
University of North Carolina Wilmington
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2018 Pickup In Growth

AGrowth in 2018 has been 3-1/4 percent

AUp from growth in this expansion of 2-1/4
percent

AExceeds sustainable (potential) growth of 1.9
percent

APropelled by consumption, BFI (at least until
very recently), and government spending
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Has Brought Unemployment to Historical
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Declining Discouraged andrrartVorkers
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Symptom of a Tight Jobs Market:

More Openings than Unemployed
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Concern: Inflation May Be Firin

12
10
8
: }
S 6
g / Unemployment
4 §
2 Fed Target 1| - - «
o PV VALY, Core PCE
0 Inflation

Q ™ D AV AN N DO O N> O A& © N O
QO LAY AN D DO O QL NN
,\q,\q,\q,\q,\q,\q,@,\q,@,\q(@@@@

(S © 11/9/2018 Swain Center All Rights Resened IJNCW




Labor Costs Still Subdued
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Longererm Inflation Expectations Still Ang
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Looking Ahead, Consumers Will Keep on

W ealth/ DPI
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Mixed Picture for Business Sp

ACut in corporate tax rate and expensing
provision raised returns

ARegulatory rollback also improving incentives
to invest

AFinancing conditions remain favorable

AOptimism generally high, especially among
smaller businesses

ABut trade war leading to uncertainty and
caution
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Orders for Capital Goods Have Fl

Manufacturers New Orders
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Soft Spot: Housing

Single Family Permits
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Looking Ahead, Growth Slo

2018 2019 2020
3-1/4 percent 2-1/2 percent 2 percent

ABut still exceeds growth in potential output
(sustainable growth)

AWill lower unemployment rate further and
Intensify use of other resources

AFirming of labor costs and impact of tariffs will
push 1 nflation above t h
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AStriking the right balance between containing

inflation and Keeping the expansion goingd a soft
landing

ASituation calls for more increases in short-term
Interest rates

Year-end federal 2018 2019 2020
funds rate

Fed 2.4 percent 3.1 percent 3.4 percent
Market 2.4 percent 2.9 percent 3.0 percent

AAlso boosting long-term rates: Run-of f s of F
balance sheetd unwinding of QEJ that are raising
term premiums

——
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Derailing a Soft Landing

A

A

Full blown trade war - pushing inflation still
nigher, raising inflation expectations, and
oringing on a recession

ntensification of WH criticism of Fed rate hikes
nlowing the Fed off course or raising inflation
expectations
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Should We Fear an Inverted Yield Cu

AYield curve moving toward inversion
APrevious inversions preceded recessions
AUnder well-executed policy, this should not happen
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Thank you.
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Adam T. Jones, Ph.D.
Swain Center
Cameron School of Business - UNCW
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A few brief comments

APre-storm we were on track
AStorm disruptions

APost-storm outlook is clear i for a little while
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Growth Was Settling In
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Employment Gap Closed

Employment
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Retall Sales Growth Normalizi

Sales Tax Collections
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ge Gr owth was

Separations and Wage Growth
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Separations and Wage Growth
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Home Prices Showing Signs of Break

FHFA Home Price Index
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Home Prices Showing Signs of Break

Home Price Increases
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Increases reasonable compared to Int

Home Price Index / Income Index
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Hurricane Florence

AProperty Damage
A Mostly due to water damage

ABusiness Disruptions
A Low intensity strikes ~1% of regional GDP
A Likely closer to 2% for Florence

AOutside Perceptions
A Home prices suffer after multiple strikes
A Recover quickly after last in series

(S © 11/9/2018 Swain Center All Rights Resenrved IJNCW
|




What to expect going forwa

AOther Storms

AHouston i Hurricane Harvey, August 2017
A Upwards of 60 inches of rain

ABaton Rouge i Flooding, August 2016
A Upwards of 20 inches of rain

ANew Orleans i Hurricane Katrina, August 2005
A Upwards of 10 inches of rain, levy breaches, winds

A Atlantic City i Hurricane Sandy, October 2012
A Upwards of 12 inches of rain




Unemployment Recovers Quic

3.5
L
c 3 ﬂ
nd
g 2.5
= Atlantic Ci
= 9 antic City
Z
é 12 Baton Rouge
© Houston
xr 1
c_g New Orleans
o 0.5
—

o)

T B R B R SR S N S

Months Pre and Post Storm
S TRew
© 11/9/2018 Swain Center All Rights Resened IJNCW




Nonfarm Employment Resil

Employment Index
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Retall Employment Likely to Hold

Retail Trade Employment
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Manufacturing Employment Largely Unaff
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Leisure and Hospitality

Leisure and Hospitality Employment
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Construction Employment is Likely to

Construction Employment
135 Houston

Baton Rouge

ew Orleans

SV RO S SN S N T I S

Months Pre and Post Storm
S oW
© 11/9/2018 Swain Center All Rights Resened IJNCW




Permits Will Increase as

Housing Permits

200
180
160
140

< 120
§ 100
= 80
60

40 New Orleans

20

0

Houston

D IS RN TR SR S N GRS

Months Pre and Post Storm
S oW
© 11/9/2018 Swain Center All Rights Resened IJNCW




Home Prices Likely to Increase and then Norm
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Looking Forward

ALi kely to see a boost t
domestic product for 2019

AExpect:
AHome prices to rise over the next year, then slow

A Construction employment to increase, on the order
of 20%

A Tourism sector to continue moderate growth’

ALoss of wealth, time, and leisure not in
traditional economic statistics

GARisks of fAhard landingo
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Photo by Sebastien Gabriel on Unsplash



