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Economists Expect a Stronger Pick‐up in Economic Ac vity but See it Having Li le Effect on Infla on or Interest Rates 

 

The August 2018 Bloomberg Survey of Economists reflected firmer growth for the U.S. economy than in July but implied there would 
be li le if any effect on infla on, the labor market, and as a result interest rates. 

The overall pace for economic growth was revised up across the next six quarters when compared with projec ons from July. How-
ever, the downward trend from a 3Q18 peak of 3.0% QoQ, SAAR remained intact. For the full year, economists s ll expected growth 
of 2.9% despite the upward revisions. Es mates of consumer spending were revised stronger over the next two quarters and the 
outlook for the business sector was raised star ng in mid-2019. A less sanguine outlook for housing neutralized the business boost 
somewhat, as sales expecta ons for both new and exis ng homes were trimmed. Housing data has been consistently disappoin ng 
in recent months. The expected boost from government s mulus was also pared back. 

Even with stronger expecta ons for overall growth, however, economists expected there will be li le to no impact on the labor mar-
ket or infla on. Average hiring forecasts for 2018 (197k) and 2019 (154k) were both 2k higher resul ng in no change to the projected 
path for the unemployment rate. Economists saw a slightly firmer pace for headline CPI infla on but the more important core PCE 
rate was s ll expected to hover just above the Fed’s 2% target during the next six quarters. 

The net result was a consistent projected path for Fed rate increases and li le change in the level or shape of the overall Treasury 
curve. Economists kept their call for the next rate increase in September and remained hesitant to trace the penciled-in 4Q hike with 
a pen. The median year-end rate forecast for 2018 held at 2.33%, mathema cally implying an 80% chance of a move in December, 
and the es mate for the end of next year was flat at 2.93%. The end-of-year es mates for the 2-year (2.81%) and 10-year (3.11%) 
yields were essen ally the same as in August. 

Dudley Carter, Economist 

Survey’s economic projec ons based on data at me of survey release.  Interest rate data based on the real‐ me updated forecasts. 
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