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The economic expansion since 2008 has been the second longest in history dating back to the early 1900’s. The longest expansion 
was from 1991 to 2001, better known as the “roaring 90s.”  A major difference between this most recent expansion and those prior 
is GDP growth has never surpassed 3%.  This despite massive fiscal spending by the Federal Government and Quantitative Easing by 
the Federal Reserve.  Over the last 10 years GDP has averaged roughly 1.5% annually, could this be the new normal? 

Only 30% of GDP is comprised of corporate and government spending; 70% of GDP is made up of household spending.  Households 
might not be as strong as the Fed and Wall St. are leading us to believe.  Consumer credit is $3.8 trillion which is currently 19.3% of 
GDP, the highest levels since WW II (Chart 1).  In the 4th quarter of 2017 the national savings rate dropped to 2.5% one of its lowest 
levels ever recorded (Chart 2).  Meanwhile, wage growth has averaged 1.64% over the last 5 years. The 30 years prior growth rate 
was twice as fast at 3.4%. Consumers are taking on more debt and saving less than ever before, yet GDP growth has slowed 
dramatically as noted above (Chart 3).  (Note: the savings rate may have dropped in the 4th quarter due to 2 hurricanes that hit in 
the fall of 2017 and pulled forward spending for repairs which in turn could lead to less spending in the 1st quarter 2018) 

The lack of high paying jobs has left consumers struggling. “Bread winner” jobs have been on the decline and are being replaced by 
lower paying retail jobs.  The number of construction workers is just now recovering back to levels last seen in 2005.  Additionally, 
manufacturing employment has been on the decline since the 1980s and is still below 2005 levels. Total corporate profits have been 
stagnant since 2012 explaining why wage growth is so slow (Chart 4). The Federal Reserve’s Beige Book notes there is a shortage of 
labor, but in reality if this were true, wages would be rising at a much faster rate. 

Lack of auto sales and new single-family homes also show signs of a weak consumer. Since 1999, GDP has doubled while auto sales 
have remained relatively flat around 17.5 million units a year. In addition, new single-family home sales are at a rate of 600,000-
700,000, the same as 1990. The slow rate of auto/home sales are occurring during a time of historically low rates.  Historically, retail 
sales have grown about 10% annually. Currently, retail sales are growing around half that rate at 5% (Chart 5).  Despite total 
household debt growing at a rapid pace.  

Based on the current state of the consumer, consumer credit growing faster than wages/GDP and record low savings rates, we do 
not expect economic growth to accelerate in the near future.  The new normal of slower growth should be expected especially if the 
Federal Reserve continues to raise rates in a low growth environment that has been mostly driven by credit expansion/debt. 
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