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THE US ECONOMY:   
NOT BOOMING BUT NOT BROKEN 



The Economy 
Surprises

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



US Light Vehicle Sales 
Car sales are slipping. High rates, car prices, gas prices, and no EV tax credits are partly why 



Used Cars Prices
They are again rising. Peak was 12/21 at 257.7. Tax refunds and tight inventories are largely why 



Nonresidential Construction Activity
It peaked in December 2023



Real Personal Consumption Expenditures 
It is OK but is slowing from 3.2% a year ago to 2.2% now  



Real Per Capita Disposable Income
Is well below pre-Covid trend growth. Fewer gov’t gifts and slowing income growth  



Household Savings Rate 
It is declining and is profoundly low at 2.6%



Household Balance Sheets
Growth in net worth has been 59%. Thank generative AI,  LLMs, and data centers  



Consumer Spending Since 1990     
The top 10% are driving spending



Percent of Balance 90+ Days Delinquent 
The data is generally deteriorating



Banks Are Slowly Disappearing
Economies of scale. 60 banks disappeared last quarter, 184 Y-o-Y 



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



Capacity Utilization Rates 
Flat for 18 months and you would expect too weak to generate much construction of plant



The AI Spending Boom is Real
This is a staggering amount of money



Overview of Nonresidential Construction
Nonresidential is mildly slipping 



The AI Spending Boom is Spectacular 
This is a staggering amount of money



Real Capital Goods Orders 
Firms are generally investing more



Trump is the 47th President  
As for his major economic policies… 

Energy, (drill maybe drill)

Deregulation

Tax cuts/FY2027 budget

Immigration reform

Tariffs / Trade policy

(The Federal Reserve)



Demographics
Demand growth will begin to weaken  



Effective Tariff Rate on US Imported Goods 
Statutory rates are high, but falling, and actual rates are lower 



The Trade Deficit
Tariffs have made the data confusing. Exports have done very well



Deficit to GDP Ratio is Getting Worse, Much Worse
It steadily worsens   



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



US Economic Policy Uncertainty
It’s been elevated recently



University of Michigan Index 1960-2025 
The index has fallen badly of late



Conference Board Consumer Confidence Survey
Confidence has steadily and slowly declined



Trade Services = Business Markups
Corporate margins rose dramatically and are now rising again



Economic Conditions Are OK  
Ten daily and weekly high-frequency relevant variables  



Nat’l Production, Consumption, Employment & Sales        
Coincident Index: Zero = trend growth. Subzero = slow growth & weak expected inflation   



Labor Market: 
Weird & Weak 



The Unemployment Rate
The rate is low at 4.3%, and is pleasantly stabilizing



Historical Job Growth 
Growth was much lower starting 5/25 (red arrow). But it is much better of late



Historical Job Growth 
Outside of Healthcare there has been no growth



The Labor Force Participation Rate
Is rapidly declining. Aging workforce, folks giving up, no immigration etc.



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



The Number of Permanent Job Losses
It is clearly rising



Y-o-Y Pct. Change in Hours Worked
It’s been barely positive for the last 36 months



Y-o-Y Percent Change in Hourly Earnings
Wage growth is clearly weakening, not a strong labor market



Labor Productivity Growth 
It is now better than it has been in decades



Involuntary Separations: NO FIRE
Claims are very low



Continuing Unemployment Claims: NO HIRE 
This suggests folks are running out of benefits, or taking part-time jobs  



Inflation:
A Passing Problem





Housing Inflation 
Had been growing at 3% pre-Covid. Now at 3.6% but will fall again



Strait Traffic 
Very low activity due to dual Iranian and US blockades



Strait Traffic 
Lots beyond just oil and natural gas 



Oil Prices Rise
The Iran War matters 



PCE and Core PCE Price Index
Both are now clearly rising



Federal Reserve Behavior
Most likely scenario

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

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

• On 10/29/25 it fell to 3.875%

• On 12/10/25 it came down to 3.625% 

• I expect one ¼ point cut in ’26!  



Taller Fed Chair, Higher Rates? 
Warsh will have to work hard to get rate down  



How About Housing?
Don’t Ask



Housing Inventory is Suddenly Not So Low 
It’s been rising for three years. Still well below pre-Covid levels



Existing Home Sales Are Soft
2026 does not look like The Year things sales turn around 



Existing Home Inventories
Inventory is growing and reducing home price appreciation



Annual Price Appreciation Keeps Slowing
Is barely positive at 0.7% Y-o-Y and well below the rate of inflation 



The West is Weakest
CA, FL and TX are 30% of the US population 



Home Hotness - April 2026
Massive role reversal between South and West vs. Northeast and Midwest       



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



Average Homeowner Mortgage Rate
The mortgage rate on all existing mortgages is drifting up  



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

Purchase volume was $1.4 trillion in ’25, probably hits $1.5 trillion in ‘26 

First-time apps are flat



Mortgage Purchase Applications
Purchase volume remains very low



Refinance Activity  
It has nosedived due to higher rates 



Change in Mortgage Debt
As rates rose mortgage debt growth slowed



Home Builder Sentiment
High rates and rising new and existing inventories hurt. Sentiment is consistently under 50



New Home Inventory
It is very high but peaked in early 2025



Single-Family and Multifamily Starts
SF starts weaken; MF starts oddly improve



New Home Sales 
High rates, and prices hurt, but sales are stable



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. Earlier rapid price appreciation is largely why  



Housing Improvements & Repairs
Slower price appreciation, and high rates weaken sales which hurts remodeling



Population Growth by County: 2024-2025
Best in the South, Texas, and the inter-mountain West  



KEY TAKEAWAYS

1) 2026 will probably be a decent year  
2) The Fed probably cuts rates
3) Job growth hopefully picks up  
4) Inflation should (eventually) decline 

5) Watch inflation and unemployment
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