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Real GDP forecast is for solid but slower growth in 2022

• Inflation is originating mostly from food, energy, autos,
rent, and tourism. But inflation has pushed into the broader
economy with prices in the “all other” category rising faster
as well. See Figure 3. Strong sales of goods and supply chain
problems drove the inventory-to-sales ratio to a record low in 2021.
As a result, consumers bid up prices of scarce goods. And the risk of
sustained inflationary pressures remains high from strong wage
growth and rising rent costs. The personal consumption expenditure
(PCE) price index increased at a 6.5 percent annual rate in 4Q:21,
far above the Fed’s 2 percent target. However, the Blue Chip
consensus expects inflationary pressures to moderate. By 4Q:22 the
panel projects that PCE inflation will ease to just 2.3 percent.

• The Fed is widely expected to hike the Federal Funds rate
by at least 25-bps at its mid-March FOMC meeting. The Blue
Chip panel then anticipates at least three additional 25-bps increase
later this year. The 10-year Treasury yield is forecast to edge up
from its present level of 1.8 percent to over 2.0 percent by the end
of 2022 on moderating but still solid economic growth. See figure 4
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• Real GDP grew at a rapid 6.9 percent annual rate in 4Q:21.
Most of the increase was due to businesses restocking inventories
from depressed levels rather than to spending on goods and
services. Despite the surge, inventory levels remain low suggesting
that continued inventory rebuilding will further boost GDP growth in
coming quarters. See Figure 1. Meanwhile, the U.S. added a far
higher than expected 467,000 jobs in January and employment for
the previous two months was revised upward by 709,000. The
Omicron surge raised concerns of slower consumer spending and
weak 1Q GDP growth, but the resilience in labor markets suggests
that 1Q activity could be stronger than previously thought.

• Though still accommodative, fiscal policy will become less
supportive of the economy this year due largely to waning
unemployment insurance benefits. See Figure 2. Passage of a
smaller version of the Build Back Better Act would add some
additional fiscal support. But, any impact on the deficit in 2022-23
would be modest as the package would likely be spread out over
many years and financed with substantial new tax revenues.

Figure 1: Expansion expected to continue
through 2022 but at a reduced pace
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Sources: BEA, Blue Chip Economic Indicators (January 2022)

Figure 2: Fiscal policy expected to be less stimulative
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Sources: CBO, Blue Chip Economic Indicators (January 2022)

Figure 3: Inflation has spread into the broader economy
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Figure 4: Long rates to edge up on continued
economic growth, higher inflation

08/20 10/20 12/20 02/21 04/21 06/21 08/21 10/21 12/21

0

2

4

6

8

Co
nt
rib
ut
io
ns
 t
o 
CP
I,

m
on
th
-t
o-
m
on
th
 %
 c
ha
ng
e,
 a
nn
ua
liz
ed

Airfare, hotels, rental cars, admis. tickets

Food, beverages, & energy

New & used motor vehicles

Owners' equivalent rent

All other goods & services

YoY % change in CPI

Sources: Federal Reserve (4Q:2021); Blue Chip Economic Indicators (Jan. 2022)




Accessibility Report


		Filename: 

		NationalEconSnapshot4Q2021.pdf




		Report created by: 

		

		Organization: 

		




[Enter personal and organization information through the Preferences > Identity dialog.]


Summary


The checker found no problems in this document.


		Needs manual check: 0

		Passed manually: 2

		Failed manually: 0

		Skipped: 1

		Passed: 29

		Failed: 0




Detailed Report


		Document



		Rule Name		Status		Description

		Accessibility permission flag		Passed		Accessibility permission flag must be set

		Image-only PDF		Passed		Document is not image-only PDF

		Tagged PDF		Passed		Document is tagged PDF

		Logical Reading Order		Passed manually		Document structure provides a logical reading order

		Primary language		Passed		Text language is specified

		Title		Passed		Document title is showing in title bar

		Bookmarks		Passed		Bookmarks are present in large documents

		Color contrast		Passed manually		Document has appropriate color contrast

		Page Content



		Rule Name		Status		Description

		Tagged content		Passed		All page content is tagged

		Tagged annotations		Passed		All annotations are tagged

		Tab order		Passed		Tab order is consistent with structure order

		Character encoding		Passed		Reliable character encoding is provided

		Tagged multimedia		Passed		All multimedia objects are tagged

		Screen flicker		Passed		Page will not cause screen flicker

		Scripts		Passed		No inaccessible scripts

		Timed responses		Passed		Page does not require timed responses

		Navigation links		Passed		Navigation links are not repetitive

		Forms



		Rule Name		Status		Description

		Tagged form fields		Passed		All form fields are tagged

		Field descriptions		Passed		All form fields have description

		Alternate Text



		Rule Name		Status		Description

		Figures alternate text		Passed		Figures require alternate text

		Nested alternate text		Passed		Alternate text that will never be read

		Associated with content		Passed		Alternate text must be associated with some content

		Hides annotation		Passed		Alternate text should not hide annotation

		Other elements alternate text		Passed		Other elements that require alternate text

		Tables



		Rule Name		Status		Description

		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot

		TH and TD		Passed		TH and TD must be children of TR

		Headers		Passed		Tables should have headers

		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column

		Summary		Skipped		Tables must have a summary

		Lists



		Rule Name		Status		Description

		List items		Passed		LI must be a child of L

		Lbl and LBody		Passed		Lbl and LBody must be children of LI

		Headings



		Rule Name		Status		Description

		Appropriate nesting		Passed		Appropriate nesting






Back to Top


