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Key Takeaways

Since March 2022, the Federal Open Market Committee has raised its target for the
federal funds rate by 525 basis points to a range of 5%% to 5%2%.

US economic growth has surprised to the upside in 2023, led by a surprisingly resilient
consumer sector, supported by excess savings and a tight labor market.

Business investment has also been solid in the face of higher borrowing costs, boosted
by spending on structures related to semiconductors and EVs.

However, other interest-sensitive sectors like housing have slowed sharply as mortgage
rates reach levels not seen since 2000.

Inflation moderating but remains elevated relative to Fed'’s target. Labor markets coming
back into better balance will help support a return to 2% inflation.

A tightening in financial conditions since July, if sustained, is likely to weigh on economic
activity moving forward. But will the tightening in financial conditions persist?
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Restrictive stance for monetary policy

FRED ~/) — Federal Funds Effective Rate

= Market Yield on U.5. Treasury Securities at 10-Year Constant Maturity, Quoted on an Investment Basis
Market Yield on U.S. Treasury Securities at 2-Year Constant Maturity, Quoted on an Investment Basis
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GDP growth stronger than expected in 2023

FRED ~+7 @ Real Gross Domestic Product
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What’s driving GDP growth?

Contribution to Real GDP Growth (SAAR)

percentage points
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FRED -+ 2023 Q1 Real Gross Domestic Product: All Industry Total by State (Percent Change from Year Ago)
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Inflation continues to moderate but remains elevated

FRED‘ ~/4 — Personal Consumption Expenditures: Chain-type Price Index
Personal Consumption Expenditures Excluding Food and Energy (Chain-Type Price Index)
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Fed’s 2.0% objective
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Core services PCE inflation remains high

Core PCE Inflation by Goods and Services
year-over-year % change
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Labor demand continues to exceed labor supply

FRED ~// — Employment Level+Job Openings: Total Nonfarm
Civilian Labor Force Level
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Labor market conditions remain solid, but signs of
cooling are emerging

FRED 244 = Unemployment Rate FRED ~+/ @ AllEmployees, Total Nonfarm
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FRED -+ 2023 September All Employees: Total Nonfarm by State (Percent Change from Year Ago)
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Data on job openings and quit rates point to some
cooling in labor market conditions

FRED ~/4 — Job Openings: Total Nonfarm FRED 244 = Quits: Total Nonfarm
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“Financial conditions have tightened significantly in recent months, driven by
higher longer-term bond yields, among other factors. Because persistent
changes in financial conditions can have implications for the path of monetary
policy, we monitor financial developments closely.”

- Chair Powell, November 2023 Press Briefing
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Longer-term Treasuries drive private borrowing costs

FRED ~/4 — Market Yield on U.S. Treasury Securities at 10-Year Constant Maturity, Quoted on an Investment Basis
30-Year Fixed Rate Mortgage Average in the United States
— ICE BofA BBB US Corporate Index Effective Yield
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Equity price decline poses potential drag for consumer
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Dollar appreciation could weigh on net exports

FRED ~/% — Nominal Broad U.5. Dollar Index
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Connect with the St. Louis Fed

Visit stlouisfed.org for: _ e (s -
Follow us on social: T r——

Catch @stlouisfed on Twitter,

1| Research and analysis from experts, .
@ = Y P LinkedIn, Instagram and more

== including bank leadership

© o _ _ Explore the
= Award-winning, free economic education Economy Museum:

resources for all learners
Learn about money,

_ history and economics
A~ FRED®, a trusted source for timely in person or online

all economic data

J@Ijﬂ_m Community development tools that support
wi=olol an economy in which all can benefit

Subscribe to email alerts:
Get timely info direct to your inbox
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