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Driving Forces: 



Demographics: Judging by the path of real GDP, 

the current expansion has been unusually weak 
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But divide real GDP by the size of the labor force, 

and this expansion looks ordinary 

100

105

110

115

120

125

1 2 3 4 5 6 7

1982 

2009 

1975 

1991 

2001 

Years into recovery 

Index, business cycle  
trough = 100 



The explanation: Labor-force growth has been 

exceptionally slow 
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Labor-force growth has been slow partly because 

the female participation rate has leveled off 

55

60

65

70

75

80

85

1975 1980 1985 1990 1995 2000 2005 2010 2015

Percent 
Female rate as a percent  

of male rate 



Also, the 20-64 age group has been expanding at 

less than half the pace seen in prior expansions 
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Meanwhile, the ranks of seniors are exploding, 

and the population of teenagers is shrinking 
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Oil: Oil’s price has fallen steeply since June 2014, 

to its lowest levels since 2003 
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One reason for a stronger dollar: Emerging-

market growth prospects dimmed during 2015 
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The Fallout 
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But capex plans have been scaled back in mining 
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The strong dollar has encouraged substitution of 

foreign-made goods for U.S.-made goods 
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The net effect of the conflicting forces has been 

to boost final demand for domestic product 
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The slowdown in the goods-producing sector has, 

so far, failed to put a damper on job growth 
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  And while headline inflation is below target, the 

shortfall is due mostly to transitory factors 
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Today, unemployment approximates its long-run 

minimum and trend inflation is close to target 
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Summary 

• Accommodative Fed policy, a less-restrictive fiscal 

policy, and a supply-driven plunge in energy prices 

have boosted domestic demand. 

• But relatively soft growth prospects overseas and a 

strong dollar have damped demand for our 

manufactured goods. 

• The economy as a whole continues to grow, despite 

challenges to certain sectors and regions. 

• The stability of trimmed-mean inflation suggests that 

current low headline inflation is transitory. 

So far, so good, but where do we go from here? 



Looking Ahead 
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With less accommodation, declines in the 

unemployment rate are likely to slow, then stop 
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Our in-house model forecasts an unemployment 

path somewhat lower than the SEP median 
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Conclusions 

• We’ve already reached policymakers’ estimate 

of the full-employment unemployment rate.  

Modest further unemployment declines are likely 

during 2016. 

• Barring a further fall in the price of oil or a new 

surge in the dollar, Fed policymakers are likely 

to achieve their 2 percent longer-run inflation 

objective in 2017. 


