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U.S. Economy Poised for No Ordinary Year 

There is no doubt that 2017 will be no ordinary year. With the possibility of a number of market-altering events that 
could shape the course of the U.S. and global economies, forecasting what 2017 will hold is challenging. The accuracy 
of forecasts will be particularly sensitive to assumptions about “known unknowns.” There are European elections, Brex-
it negotiations, China’s ongoing rebalancing of its economy, OPEC oil production cuts, aggressive Federal Reserve rate 
increases and, of course, U.S. policy changes by the new administration and Congress. But while the widened band of 
uncertainty might be disquieting, the world has not changed fundamentally. Both the U.S. and global economies proved 
to be resilient in 2016 and are expected to pick up in 2017.   

The economic fundamentals of the U.S. economy appear to be solid. After a slow start to 2016, economic activity in 
the third quarter accelerated with a 3.5 percent rebound in gross domestic product, the best quarter for economic 
growth since the fourth quarter of 2013. The fourth quarter of 2016 remained on a positive track as retail sales during 
the holiday season benefited from households having the ability and willingness to spend. Gains in jobs and income 
along with relatively low debt burdens provided the foundation for a 4 percent increase in holiday sales over 2015 that 
easily exceeded the 3.6 percent NRF expected. Access to and use of credit was a factor, along with a rise in home and 
stock prices. 

It is clear that the U.S. consumer is in the driver’s seat and that the U.S. economy will continue to depend on the pace 
of household spending. Job growth has been good and wages are on the rise. Business and consumer confidence remain 
elevated now that the uncertainty of the election is behind us. Stock prices are resilient, the housing sector should ad-
vance nicely as home prices rise and disappointing business investment is expected to improve as the drag from energy-
related cutbacks lessens. Under these conditions, economic activity is predicted to remain on a trend of approximately 
2 percent. The unemployment rate should tick down to 4.6 percent by the end of 2017. With stronger wage gains along 
with oil prices trending higher, inflation is expected to move higher in 2017 and toward the Federal Reserve’s target of 
2 percent. Look for the Fed to raise the federal funds rate twice in 2017: mid-year and in the fall.  

This overview for 2017 reflects recent economic momentum and financial market moves but not impacts from proposed 
economic policy changes. The current laundry list of pending legislation will likely be pared down as the process pro-
ceeds, so it is prudent to wait to until a better sense of the scope and scale of policy changes are available. Over the 
next few months, uncertainty surrounding which policies will be implemented will be reduced and will help shape the 
contours of economic activity to come.  
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PAYROLL 

INCOME & CONSUMPTION 

 

 

December’s three-month retail sales average 
was 3.6 percent above a year ago. January’s 
preliminary consumer sentiment index is at 
its second highest level in two years.  

Job growth has slowed but remains healthy as a 
tighter labor market results in rising wages. Job 
gains are consistent with solid consumer spend-
ing and economic growth.  

Holiday retail sales during November and De-
cember increased a solid 4 percent over 2015, 
which included a pickup of 12.6 percent in 
online/non-store sales.  

GDP & UNEMPLOYMENT 

JOB OPENINGS 

The pace of third-quarter GDP picked up faster 
than initially thought from 2.9 percent to 3.5 
percent. December’s unemployment rate in-
creased a tick to 4.7 percent. 

Wages and salaries remain the key ingredient to 
personal income and are the important fuel for 
spending on retail goods.  

The retail industry continues to expand, adding 
more than 250,000 jobs year-over-year. Total 
retail job openings continue to be at record 
monthly highs.  



HOUSING MARKET   
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Both builder confidence in January and single 
family starts in December slipped but favorable 
conditions are expected for the housing market in 
the first half of 2017.  

CONSUMER PRICE INDEX 

The accelerating CPI is signaling that inflation-
ary pressures are developing. But the jump in 
consumer prices is offsetting a portion of re-
cent wage increases. 
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