You Decide: What Will Happen to the Economy in 2017?

By Dr. Mike Walden, North Carolina Cooperative Extension: | often begin my
economic outlook presentations with the following joke: Professional economists are
frequently called upon to make forecasts about economic factors like job growth, con-
sumer spending, interest rates and inflation, and economists are very capable of mak-
ing these forecasts - as long as they are for the past.

Although meant to get chuckles, the joke actually has a strong component of reality.
Our economy is very complex with millions of interactions and interrelationships.
And while economists’ models can identify these linkages, and maybe even measure
and calibrate them, the conclusions are not ironclad because the relationships can
change over time. Plus, economists’ track record of predicting big movements in the
direction of the economy — such as the Great Depression of the 1930s and the Great
Recession of the late 2000s — is simply not very good.

So, I always try to lower the expectations of my audiences hoping they won't be
disappointed if I'm wrong. What I think economists are best at is identifying general
trends and raising questions about the economic future.

Therefore, with all these caveats, here are my economic predictions for 2017. First,
and perhaps most important, [ think 2017 will be a growth year in the economy. By
that [ mean production, sales, jobs and incomes will increase. However — it should be
clearly noted — I mean these factors will gain in total, but not necessarily for every
person, household, business or geographic area. Rarely do we see the economy mov-
ing in the same direction for everyone and everywhere.

What about some numbers on these improvements? Nationally, employers will add
about 2.7 million jobs, a 1.9 percent gain over 2016. In North Carolina 90,000 jobs
will be added, 2 percent more than in 2016. Aggregate production (termed gross
domestic product by economists) will be up 2.5 percent in the nation and 2.7 percent
in North Carolina. Both improvements will be better than in 2016.

What about the much watched unemployment rate? In 2017, this measure actually
won’t be the best indicator to track because the improving job market will motivate
some of the approximately 200,000 jobless individuals in North Carolina who have
given up on working and are not officially counted as unemployed to start looking
again. When they do — and until they find work — they will add to the unemployment
rolls. Hence, in both the nation and in North Carolina, the most quoted unemploy-
ment rate will only fall from 4.9 percent to 4.6 percent.

Finally, in 2016, wage rates began to rise for workers, increasing over 2 percent
(after inflation) in the nation and 4 percent in North Carolina. I expect this trend to
continue — and perhaps improve — in 2017 for workers in the nation and our state.
The reason for the good news — a tighter labor market, meaning employers have to
compete more rigorously both for new workers and to keep existing workers.

What's the reason for this relative optimism for the economy in 2017? A big reason
is an anticipated fiscal stimulus plan from the new Trump administration. Proposals
for multi-trillion-dollar tax cuts and spending increases are likely from the new Pres-
ident. Even if they are trimmed back by Congress, it’s widely expected the stimulus
plan would boost the economy, particularly in the second half of the year.

However, one downside of the stimulus program will be an increase in federal bor-
rowing. This, together with other reasons, is why economists expect the price of
credit to be higher in 2017. So financing the purchase of a home, a vehicle or other
big-ticket items will cost
borrowers more in the up-

coming year. But the up-
side of higher interest
rates is that savers will
earn more on relatively
safe investments like CDs,
money market funds and
government bonds.

With  interest rates
higher money will turn
over faster, and this could
lead to faster price infla-
tion in the economy. The
all-items inflation rate in
2016 came in under 2
percent. This rate could
be nearer to 2.3 percent
in 2017. However, a
higher international value
of the dollar — which some
economists expect in
2017 - would decrease
the price of imports and

moderate any increase in
the inflation rate.
Speaking of trade, U.S.
trade policy in 2017 is
probably the biggest eco-
nomic unknown of the
year. During the campaign
President-elect ~ Trump
talked about reducing the
trade deficit by reducing
imports from other coun-
tries and moving jobs and
production from other
countries to the U.S. If
this could occur with no
adverse side-effects it
could be a big boost to

Leaders in
Healthcare Excellence

McLeod Health is pleased to share our numerous achievements in the most recent hospital ratings by
Healthgrades®, the top online resource for comprehensive information about physicians and hospitals.
With 24 top honors, McLeod Health continues to be recognized as the region’s leader in healthcare
excellence. With seven hospitals, we serve communities in 15 counties from the Midlands to the Coast.
As medical needs continue to grow — we also grow, expand, and improve our facilities and services.

No matter where you go within the McLeod Health network, excellence follows.
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McLeod Health

U.S. economic growth.
The issue is how this
could be done in a way
that did not result in retal-
iation from foreign coun-
tries. An estimated $2.3
trillion of income and 11
million jobs in the U.S. are

One of America’s 100 Best Hospitals for Cardiac Care™ — 2016
One of America’s 100 Best Hospitals Coronary Intervention™ — 2016
One of America’s 50 Best Hospitals for Vascular Surgery™ (2015 — 2016)
Recipient of the Cardiac Care Excellence Award™ — 2016
Recipient of the Coronary Intervention Excellence Award™ - 2016

supported by U.S. exports
to foreign buyers. For
North Carolina, the values
are $37 billion of income
and 415,000 jobs. These
economic impacts would
be at risk in a “trade war”
where countries all around
the world focus on making
imports from other coun-
tries more expensive.
Still, the consensus right
now is that 2017 is looking
like a reasonably good eco-
nomic year. It won’t set
records for improvement,
and it won'’t see all the eco-
nomic issues we face elim-
inated, but overall it will be
steps forward. You decide
if this constitutes progress!
Walden is a William
Neal Reynolds Distin-
guished Professor and Ex-
tension Economist in the
Department of Agricul-
tural and Resource Eco-
nomics at North Carolina
State  University who
teaches and writes on per-
sonal finance, economic
outlook, and public policy.

Bingo at Grace
Senior Center

Bingo games are held
every third Tuesday of the
month at Grace Senior
Center at 1 p.m. All sen-
iors are invited to attend
for fun and fellowship.
For more information or
to register to play call the
center at 704-694-6616.

Recipient of the Vascular Surgery Excellence Award™ (2010 — 2016)
Named Among the Top 5% in the Nation for Cardiology Services — 2016
Named Among the Top 5% in the Nation for Coronary Interventional Procedures — 2016
Named Among the Top 5% in the Nation for Vascular Surgery (2013 — 2016)
Named among the top 10% in the Nation for Overall Cardiac Services — 2016
1. 0.0.0.0.¢ Recipient for Coronary Interventional Procedures — 2016
1.0.0.0.0 ¢ Recipient for Treatment of Heart Attack (2014 — 2016)
2.0.0.0.0.¢ Recipient for Treatment of Heart Failure (2014 — 2016)

1, 0.0.0.0.¢ Recipient for Treatment of Stroke (2013 — 2016)

. 0.0 0.6 ¢ Recipient for Repair of Abdominal Aorta — 2016
1. 0.0.0.0.¢ Recipient for Carotid Surgery (2011 — 2016)

TOP SURGERY HONORS

One of America’s 100 Best Hospitals for General Surgery (2014 — 2016)
Recipient of the General Surgery Excellence Award (2013 — 2016)
Named Among the Top 5% in the Nation for General Surgery (2014 — 2016)
2.0.0.0.0 ¢ Recipient for Esophageal/Stomach Surgeries (2014 — 2016)
. 0.0.0.0.¢ Recipient for Treatment of Bowel Obstruction (2014 — 2016)
TOP ORTHOPEDIC HONOR

. 0. 0.0.6 ¢ Recipient for Total Knee Replacement — 2016

TOP CRITICAL CARE HONOR
Y % % % K Recipient for Treatment of Respiratory Failure — 2016

TOP PULMONARY HONOR
Y % % Y K Recipient for Treatment of Chronic Obstructive Pulmonary Disease (2009 — 2016)

*Distinctions listed represent
McLeod Regional Medical Center
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