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Economists Expect Hurricanes to Weigh Down 3Q Data with 4Q Rebound 

 
The November Bloomberg Survey of Economists shows few changes to the economic outlook, no changes to the Fed Funds projec-
tions, longer-maturity-yield expectations essentially unchanged, but a slightly higher rate path for short-maturity Treasuries.  

The main economic variables all show very few changes to their growth projections.  Economic growth is still expected to average 
2.2% for the full-year 2017 and 2.4% for 2018.  CPI inflation is expected to increase 2.1% in both 2017 and 2018.  And, the unemploy-
ment rate projections show 4.4% for the 2017 average and 4.1% for 2018, down 0.1% from the October Survey.   

Expectations for nonfarm payroll growth were revised somewhat.  Payroll growth is now expected to average 170k per month in 
2017, up 4k from the October Survey.  Projections for the short-term pace of payroll growth reflect the volatility of the recent hurri-
canes.  After October’s nonfarm payroll report showed 261k jobs added (rebounding from the hurricane-affected September data), 
economists now project payroll growth to average 200k in 4Q17, up 16k from the October Survey.  Beyond 4Q, the changes to pay-
roll growth expectations each quarter were fractional.   

Economists continue to expect the Fed to hike in December, followed by two hikes in 2018 and two hikes in 2019.  With economists 
projecting five more rate hikes through the end of 2019, they have split the market-based expectations (three additional hikes by the 
end of 2019) and the FOMC’s projections (six more hikes by the end of 2019).   

Longer-maturity Treasury yields are expected to continue rising gradually each quarter.  The 10-year Treasury yield is currently trad-
ing at 2.33% and is expected to rise 10 bps to 2.43% by year-end.  The 10-year yield is expected to rise another 52 bps next year to 
close 2018 at 2.95%.   

Changes to Vining Sparks’ Interest Rate Projections 
Given the Fed’s continued dismissal of below-target inflation, we have revised higher our projections for the overnight target rate.  
We now expect the Fed to hike for a third time this year in December, and project an additional hike in 2018 (two hikes total for 
2018).  However, while the Fed may get there six months earlier than we initially projected, we continue to see 2.00% as a difficult 
cap to surpass for the overnight rate.  Because of the more aggressive posture of the FOMC and our subsequent revision higher, we 
have also adjusted our two-year Treasury yield forecast accordingly.    

 

 

Dudley Carter, Economist 
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