
Outlook Highlights

There is little doubt that the U.S. consumer has been the backbone of the current economic expansion. With solid job creation and 
historically low unemployment rates, consumers have felt comfortable opening their wallets and driving growth, even as other 
areas of the economy—such as business investments—have weakened. This is going to be an important dynamic moving into 2020 
as consumers will, once again, be called upon to pick up the slack.

Many of the same trends that appeared in 2019 will continue into 2020. The U.S. is in its 11th year of economic expansion and is 
starting to show its age. While overall growth in the labor market and broader economy should persist, both will continue to 
moderate. The main sources of uncertainty, the trade war with China and slowing global growth, are again set to remain front and 
center for economists and policy makers. The upcoming presidential election will add another wrinkle to the mix.

2020 U.S. ECONOMIC OUTLOOK 

Job Creation: Solid...ish

In 2019, employers continued to add jobs at a respectable 
pace of roughly 180,000 per month. While this is down from a 
banner year in 2018, it still represents a labor market that is 
on solid footing.

One weak spot has been in manufacturing, where the trade 
war with China and slowing global growth have dampened the 
strong rebound seen in the sector in recent years.

Will the Consumer Prevail?

Unemployment: How Low Will it Go?

The unemployment rate tied for a 50-year low of 3.5 percent 
in 2019 and spent most of the year well below 4.0 percent.
 
The hallmark of the current economic expansion has been 
that traditionally underserved populations have felt the 
positive effects. The unemployment rates for African 
Americans, Hispanics and those with less than a high school 
education all hit record lows in 2019. 

2020 Outlook: Neutral/Negative
Job creation likely hit its peak in 2018 and should continue to 
moderate in 2020. Look for the upcoming presidential
election to be all about “jobs, jobs, jobs.”

2020 Outlook: Neutral/Positive
The unemployment rate will likely find a bottom between 
3.3-3.5 percent. In contrast to previous periods, the Federal 
Reserve will be more accommodative to low unemployment.
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Wage Growth: Stagnant, but Better at the Bottom

Despite the persistent fall in the unemployment rate, average 
annual wage growth remained weaker than expected in 2019. 
After peaking at 3.4 percent in February, it has continued to 
moderate.
 
Wage growth has been lackluster since the end of the Great 
Recession, and there is no straight answer as to why. One 
bright spot, however, has been in the lower-earning 
occupations, which saw wage growth boom in 2019.

2020 Outlook: Neutral
Wage growth will remain subdued in 2020 despite the very 
low unemployment rate. Wages at the lower end should 
continue to outperform as companies lift entry-level pay.

Labor Force Participation: Finding Traction

The labor force participation rate, which is the percentage 
of the population ages 16 and older working or searching for 
work, has been in a long-term decline. However, in 2018 and 
2019, the decline seems to have stalled and more individuals 
have begun rejoining the labor force. In October 2019, the 
labor force participation rate hit the highest level since 2013 
at 63.3 percent.

The so-called “prime age” workers, or those aged 25-54, 
have also made a strong comeback; however, the U.S. still 
lags behind many other developed nations in prime age 
participation rate.

2020 Outlook: Positive
The labor force participation rate appears to have found at 
least a short-term bottom and shows promise to continue 
rising, albeit at a slow pace.

Consumer Confidence: Surprisingly Solid

Despite the high levels of economic uncertainty swirling in 
mid-to-late 2019, consumers remained surprisingly confident. 
A level above 110 generally indicates that consumers are 
feeling good about their current and future prospects. 

The Consumer Confidence Index has risen strongly since 
2016 and has sat above 120 since 2017. In 2019, the index hit a 
low of 121.7 in January, and peaked at 135.8 in July.

2020 Outlook: Neutral/Positive
Consumer confidence has held up well to rising uncertainty 
in 2019 and should continue to do so in 2020. A positive  
U.S.-China trade deal could send the index to new heights. 
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Housing Prices: Starting to Stabilize 

Annual home price appreciation hit a post-recession high of 
8.3 percent in December 2018. Since then, home value growth 
has diminished as worries over the economy have grown.

However, while price growth has moderated, 30-year 
mortgage rates have fallen drastically and are now well below 
4 percent. Additionally, Zillow has reported that the number of 
for-sale homes on the market is at the lowest level since they 
started tracking the data in 2013. Low mortgage rates and low 
inventory have resulted in some price stability.

Economic Growth: Driven by Consumers

The U.S. economy dampened in 2019 after a strong year in 
2018. The escalation of the U.S.-China trade war and rising 
uncertainty crimped business investment and activity in the 
manufacturing sector.

While business investment has sharply declined, the U.S. 
consumer has continued to prop up the economy. With solid 
job creation, low unemployment, and respectable wage 
growth, consumers—who make up two-thirds of the 
economy–are firmly in the driver’s seat.

2020 Outlook: Neutral
The same dynamics  —weak business investment offset by 
strong consumer spending—will likely persist in 2020 and 
keep the economy growing at a moderate pace.

Manufacturing: Walloped by the Trade War 

After the presidential election in 2016, U.S. manufacturing 
was on a sustained rise. However, the gains seen in the past 
few years have nearly been erased by the escalation of the 
U.S.-China trade war. The tit-for-tat tariff increases forced 
many companies to rethink their supply chains and move 
production out of mainland China.

In 2019, employment growth in the manufacturing sector 
shrunk drastically, and overall activity in the sector 
contracted to the lowest level since early 2016.

2020 Outlook: Neutral/Negative
Uncertainty in the manufacturing sector will persist into 
2020 as the U.S. and China attempt to come to a 
comprehensive trade agreement. 
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2020 Outlook: Neutral
Home prices may continue to moderate in 2020, but it 
appears a bottom is near. The lack of housing inventory and 
very low mortgage rates should provide price support.



Job Creation Neutral/Negative

Unemployment Neutral/Positive

Wage Growth Neutral

Labor Force Participation Rate  Positive

Consumer Confidence  Neutral/Positive

Economic Growth  Neutral

Manufacturing Neutral/Negative

Housing Prices Neutral

Federal Reserve Policy Neutral/Negative

Inflation Neutral
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Federal Reserve Policy: On Hold for Now

After raising the federal funds rate - the Fed’s main policy 
tool - four times in 2018, officials dropped rates three times in 
2019. Citing mounting uncertainty surrounding the U.S.-China 
trade war and slowing global growth, officials at the nation’s 
central bank sought to buffer the U.S. economy from negative 
spillover effects.

At their last two meetings of 2019, Fed officials decided to 
leave rates at their current target range of 1.50-1.75 percent. 

2020 Outlook: Neutral/Negative
Fed officials have said that interest rates will be in a holding 
pattern for the time being. However, if the labor market 
starts to lose its shine, rate cuts could resume in 2020.

2020 Outlook: Neutral
Inflation shows very little sign of breaking to the upside in a 
meaningful way. Even with low interest rates and high 
government debt, inflation should remain low in 2020.
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2020 Outlook at a Glance

Inflation: Stuck in the Mud

Inflation, which measures the rise in the prices of goods and 
services, has continued to remain muted since the end of the 
Great Recession. After rising to a six-year high of 2.9 percent 
in 2018, inflation spent most of 2019 well below the Fed’s 
preferred level of 2 percent.

With weak inflationary pressures, the Fed has felt 
comfortable allowing the unemployment rate to remain at 
historically low levels. The fear that rising wages would cause 
rising inflation is no longer a top concern as it was in 2018.
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