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U.S. Economic Outlook

* Inflation remains too high. Al spending is adding upward
pressure to inflation.

« Labor market remains resilient. Job growth is healthy, layoffs are
low, and unemployment sits near historic lows.

* The fiscal backdrop is stretched. A wide deficit and high debt are
pushing up Treasury yields.
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Inflation is above the 2 percent target.

Year/year percent change, seasonally adjusted
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Al spending is adding upward pressure to inflation.

Percentage point contributions to year/year percent change in core PCE, seasonally adjusted
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The private sector is adding jobs at a healthy pace.

Month/month change, thousands, seasonally adjusted
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Aging population weighs on labor supply.

Percent, centered 3-month moving average, seasonally adjusted
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Layoffs remain subdued.

Percent, seasonally adjusted
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Unemployment stays near historical lows.

Percent, seasonally adjusted
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Markets have priced in higher policy rates.

Percent
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Government deficit stays historically wide outside of a

recession.

Percentage of GDP
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Government debt is higher while Treasury yield has

Increased.

Percentage of GDP Percent, annualized
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Higher government debt is likely to put upward pressure

on long-term Treasury yields.

Basis points
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Note: The chart shows the responses of five-to-10-year-ahead real short rate, expected inflation, and risk premium following an increase of

debt-to-GDP ratio by 20 percent.
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KC Fed Research ‘ FEDERAL RESERVE BANK Email Alerts

OF KANSAS CITY

Resources from the Kansas City Fed’s Economic Research Department

e Charting the Economy
Timely economic content curated by research staff at the Federal Reserve Bank of Kansas City.

« Labor Market Conditions Indicators
Two monthly measures of labor market conditions based on 24 labor market variables.

« Kansas City Financial Stress Index
A monthly measure of stress in the U.S. financial system based on 11 financial market variables.

Stay up to date on our latest research: Subscribe to KC Fed Research Email
13 Alerts (Right QR)



https://www.kansascityfed.org/research/charting-the-economy/
https://www.kansascityfed.org/research/charting-the-economy/
https://www.kansascityfed.org/data-and-trends/labor-market-conditions-indicators/
https://www.kansascityfed.org/data-and-trends/labor-market-conditions-indicators/
https://www.kansascityfed.org/data-and-trends/kansas-city-financial-stress-index/
https://www.kansascityfed.org/data-and-trends/kansas-city-financial-stress-index/
https://www.kansascityfed.org/about-us/ealert/
https://www.kansascityfed.org/about-us/ealert/
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