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Economists Expect Even Better Growth, Firmer Inflation, Higher Interest Rates 

 
The February 2018 Bloomberg Survey of Economists, the second survey released post-passage of tax reform, shows economists con-
tinuing to boost their 2018 economic forecasts.  Growth is expected to be stronger, inflation slightly firmer, the labor market better, 
and interest rates higher.     

Economists have now revised higher their full-year 2018 GDP forecasts by 0.4% to 2.7% since tax reform was put on the table in the 
fall of 2017.  On a month-over-month basis, 2018 growth was revised up another 0.1% while 2019 full-year growth was also revised 
up 0.1% to 2.3%.  Driving the improved projections are increased expectations for consumer spending (+2.8% in 2018), private in-
vestment (+5.1% in 2018), and government expenditures (+1.0% in 2018).   

As growth is projected to be better, inflation expectations have also risen, albeit moderately.  Headline CPI inflation is now projected 
to average 2.3% in 2018 (revised up +0.1% from January’s survey) and 2.2% in 2019.  Core PCE inflation for 2018 was also revised up 
from 1.7% to 1.8% for 2018, remaining below the Fed’s stated target.    

Economists expect the labor market to continue to strengthen with one notably stronger projection.  Nonfarm payroll growth is ex-
pected to average 174k per month in 2018, up from January’s projection of 164k.  The unemployment rate is expected to end the 
year at 3.8%, in –line with January’s projections.   

Given the stronger growth forecasts, better job growth, and firmer inflation expectations, economists’ expectations for interest rates 
were revised higher.  The January survey showed that economists expected two rate hikes in 2018 with an 80 percent chance of a 
third.  The February survey shows three rate hikes with a 20 percent chance of a fourth.  As the Fed projections were tweaked high-
er, expectations for the 2-year Treasury yield were also raised.  The 2-year is now expected to end 2018 at 2.55%, up 14 basis points 
from the January survey.  The 10-year Treasury is expected to end 2018 at 3.02%, up 16 basis points from January’s survey.   

Dudley Carter, Economist 

Survey’s economic projections based on data at time of survey release.  Interest rate data based on the real-time updated forecasts. 
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