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U.S. Labor Market

2

0

5

10

15

20

25

30

35

40

45

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

N
ov

-9
6

N
ov

-9
8

N
ov

-0
0

N
ov

-0
2

N
ov

-0
4

N
ov

-0
6

N
ov

-0
8

N
ov

-1
0

N
ov

-1
2

N
ov

-1
4

N
ov

-1
6

U
n

em
p

lo
ym

en
t 

D
u

ra
ti

o
n

 (
w

ee
ks

)

U
n

em
p

lo
ym

en
t 

R
at

e

Low Unemployment Rate Masks 
Uneven Recovery

Unemployment Rate (lhs) Avg. Duration of Unemployment (rhs)
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Wage Growth Has Been Slow to 
Recover

Source: BLS, Federal Reserve Bank of Atlanta
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Age Cohort

The U.S. Population is Becoming Older

Change in Share of Population 1980-2015
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Productivity Growth Has Slowed

Source: U.S. Census Bureau, FRED, BLS 
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Labor Share of Output Has Fallen While 
Corporate Profitability Has Risen

Corporate Profits % of GDP

Labor Share: Nonfarm Business Index (rhs)
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Losing Manufacturing Jobs
Skills Mismatch

Manufacturing and Construction

Professional, Education, and Healthcare Services

Source: FRED, BLS
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Economy Has Been Slow to Recover From Financial Crisis

GDP Growth (y/y)

2011 2012 2013 2014 2015 2016E 2017E

Real GDP (y/y) 1.6% 2.2% 1.7% 2.4% 2.6% 1.6% 2.2%

Consumer Spending 2.3% 1.5% 1.5% 2.9% 3.2% 2.6% 2.5%

Government Spending -3.0% -1.9% -2.9% -0.9% 1.8% 0.8% 0.9%

Private Investment 5.2% 10.6% 6.1% 4.5% 5.0% -0.7% 3.1%Source: Bloomberg
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Assets Liabilities

Consumer Balance Sheets are in Good 
Shape

Other Financial Assets: 

$39 trn (40%)

Other Nonfinancial Assets: 

$6 trn (6%)

Mortgages: $9.7 trn (65%)

Consumer Credit: $3.7 trn (25%)

Other Liabilities: $0.1 trn (1%)

Deposits: $11 trn 

(11%)

Pension Fund: $22 trn 

(21%)

Real Estate: $26 trn 

(25%)

Consumer
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Consumer Confidence Rises Further 
Post-Election

Consumer Confidence Index

Source: Conference Board, Federal Reserve



U.S. Fiscal Policy
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Government Spending Government Revenue

2016 Federal Budget

Major Health Programs: 

$1,118 bn (29%)

Social Security: $910 bn 

(24%)

Defense: $579 bn (15%)

Other Noninterest 

Spending: $1,011 bn 

(26%)

Interest: $248 bn (6%)

Deficit: $590 bn (15%)

Other: $309 bn (8%)

Corporate Tax: $300 bn 

(8%)

Payroll Taxes: $1,114 bn 

(29%)

Individual Income Taxes: 

$1,553 bn (40%)
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U.S. Federal Budget Deficits (% GDP)
Historical and Projected

Historic Budget Deficits (inverted)

CBO Budget Deficit Forecasts

AverageSource: Congressional Budget Office



Inflation
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Headline Inflation Trending Towards 2%

CPI (y/y) Core CPI (y/y)
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Oil Has Stabilized While The Dollar Has 
Rallied Post-Election

WTI Crude US Trade-Weighted Dollar Index

Source: Bloomberg
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Source: Bloomberg

FOMC Expecting 3 Rate Hikes in 2017



President-Elect Trump’s Policies
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• Trade

– Protectionist

– Withdraw from TPP

– Renegotiate NAFTA

– Tough on China, Mexico

– Tariffs for offshored jobs

• Taxes

– Reduce top income rate to 33%

– Reduce corporate rate to 15%

– Eliminate AMT

– Eliminate net investment income tax

– Eliminate federal estate, gift, and 

generation-skipping transfer taxes

• Healthcare

– Repeal elements of the Affordable Care 

Act

• Deregulation

– Overtime rules

– Environment Protection Agency ethanol 

rules

– Dodd-Frank

• Infrastructure

– Create infrastructure bank, encourage 

private financing with tax credits. $1tn 

over 10 years.

• Immigration

– Deport illegal immigrants, reduced H-1B 

visas



2017 Outlook
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Key Questions:
• Will fiscal stimulus policies be 

approved through Congress?

• How will changes impact international 

equities, currencies, wages?

• Will inflation emerge in 2017? 

• Will recession risks materialize in 

2017? 

Key Themes:
• President Trump’s First 100 Days

January 20 – April 29

• U.S. Trade Policy 

Populist sentiment

• U.S. Central Bank Policy

3 Rate hikes projected

• Length of Economic Expansion

7.5 Years since Great Recession



Michigan Economy
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State Unemployment Rate Now Below 
National Levels

Michigan National

Source: BEA, BLS, Bloomberg
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Uneven Recovery Across the State

Ann Arbor, MI Detroit-Warren-Dearborn, MI Grand Rapids-Wyoming, MI

Kalamazoo-Portage, MI Lansing-East Lansing, MI State of Michigan

Source: BEA
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Manufacturing Has Rebounded Strongly

Finance and insurance Government

Health care Manufacturing

Professional services Real estate and rental/leasing

Total

Michigan GDP by Sector

GDP ($bil) % of Total

Manufacturing 368$         19.3%

Real estate and rental/leasing 224$         11.8%

Government 201$         10.6%

Health care 157$         8.2%

Professional services 150$         7.9%

Wholesale trade 124$         6.5%

Retail trade 124$         6.5%

Finance and insurance 102$         5.3%

Construction 76$            4.0%

Other 382$         20.0%

Q2 2016 LTM

Source: BEA



Important Information

The information herein is being provided on a confidential basis and is intended only for the anticipated

recipient(s) or their authorized agents. Any opinions expressed herein are subject to change at any time

without notice. Information has been obtained from sources believed to be reliable, but its accuracy and

interpretation are not guaranteed. Nothing in this document should be construed as legal or tax advice and

the information is not intended to replace the advice of a qualified attorney or tax advisor. This document is

provided for informational purposes only and does not constitute an offer or solicitation to purchase or sell any

security. All investments involve risk, and any decisions based on this information are made at your own risk.

In the representation of existing portfolio strategies, past performance is no guarantee of future results.

Investment strategies may not achieve the desired results due to timing factors, portfolio management

decision-making, economic or market conditions or other unanticipated factors. All performance is

represented as net of management fees except where the analysis is depicted as gross of fees; in this case,

applicable components will be properly footnoted as gross of fees.
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