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According to participants in the Chicago Fed’s annual Economic Outlook Symposium, 
solid economic growth is forecasted for the nation in 2011, following a year with moderate 
growth; inflation is expected to edge higher in 2011; and the unemployment rate is predicted 
to remain elevated this year.
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1.  Median forecast of GDP and related items

 2009 2010 2011
 (Actual) (Forecast) (Forecast)

Real gross domestic producta 0.2 2.4 3.0
Real personal consumption expendituresa 0.2 2.3 2.5
Real business fixed investmenta –12.7 10.6 7.4
Real residential investmenta –13.4 –4.7 9.6
Change in private inventoriesb –36.7 97.2 60.3
Net exports of goods and servicesb –330.1 –518.2 –500.1
Real government consumption
    expenditures and gross investmenta 0.8 1.5 0.5
Industrial productiona –3.8 5.4 4.3
Car and light truck sales (millions of units) 10.4 11.5 12.7
Housing starts (millions of units) 0.55 0.60 0.69
Unemployment ratec 10.0 9.6 9.2
Consumer Price Indexa 1.5 0.9 1.6
One-year Treasury rate (constant maturity)c 0.35 0.27 0.62 
Ten-year Treasury rate (constant maturity)c 3.46 2.61 3.07
J. P. Morgan Trade-Weighted Dollar Indexa –7.5 1.1 0.0
Oil price (dollars per barrel of 
    West Texas Intermediate)c  76.07 82.67 85.30

aPercent change, fourth quarter over fourth quarter.
bBillions of chained (2005) dollars in the fourth quarter at a seasonally adjusted annual rate.
cFourth quarter average.
Note: These values reflect forecasts made in November 2010.
SourceS: Actual data from authors’ calculations and Haver Analytics; median forecast from
Economic Outlook Symposium participants.

TheFederalReserveBankofChicago
helditstwenty-fourthannualEconomic
OutlookSymposium(EOS)on
December3,2010.Morethan100econ-

omistsandanalysts
frombusiness,aca-
demia,andgovern-
mentattendedthe
conference.This
Chicago Fed Letterre-
viewstheforecasts
fromthepreviousEOS
for2010,andthenan-
alyzestheforecastsfor
2011(seefigure1)
andsummarizesthe
presentationsfromthe
mostrecentEOS.1

TheU.S.economy
hadexperiencedthe
longestanddeepest
dropineconomicac-
tivitysincetheGreat
Depression.Accord-
ingtotheNational
BureauofEconomic

Research,the“GreatRecession”lasted
18months,startinginJanuary2008and
bottomingoutinJune2009;overthis
span,realgrossdomesticproduct(GDP)
fell4.1%fromitspeak.Thelosses
throughouttheeconomywereextreme
overthepastfewyears.Nearly8.4mil-
lionworkerslosttheirjobsduring

2008–09,representingadeclineofover
6%intotalemployment.Theunem-
ploymentraterosesharply—from5.0%
atthebeginningoftherecessionto
10.1%inOctober2009.

However,beginninginthethirdquarter
of2009,output,asmeasuredbyreal
GDP,begantorise—atanannualized
rateof2.9%overthefivequartersfol-
lowingtherecession’stroughinJune
2009.Thisgrowthtypicallywouldbecon-
sideredsolid;however,itisdisappointing
giventhepreviouslargedropineconomic
activity.Formorecontext,considertwo
earlierdeepdropsineconomicoutput,
inthemid-1970sandtheearly1980s;
duringthefirstfivequartersofpositive
outputfollowingthesetworecessions,
realGDPincreasedatanannualized
rateof5.5%and7.8%,respectively.In
addition,therecoveryperiod(thenum-
berofquartersittakesrealGDPtore-
coveritslosses)wasquiteshortforboth:
threequartersforthemid-1970sreces-
sionandonlytwoquartersfortheearly
1980srecession.Evenafterfivequarters
ofgrowth(2009:Q3–2010:Q3),theU.S.
economyiscurrentlystill0.6%away
fromrecoveringallofitslossesfrom
theGreatRecession.

Overthepast20years,thechangeinreal
privateinventorieshascontributed2.8%,
onaverage,toannualrealGDPgrowth.



Duringtheperiod2009:Q3–2010:Q3,
thechangeinrealprivateinventories
accountedfor61.6%ofthegrowthin
realGDPoverthesefivequarters.Com-
paredwiththeaftermathsoftheprevious
twodeeprecessionsmentionedbefore,
thechangeinrealprivateinventories
hasnearlydoubleditscontributionto

growthinthecurrentperiod.Thereal
finalsalesmeasureremovesthechange
inrealprivateinventoriesfromreal
GDPandhighlightsthegoodsthatare
transactedinthemarket.Thegrowth
rateofrealfinalsalesovertheperiod
2009:Q3–2010:Q3averaged1.1%,well
belowits20-yearaverageof2.5%.This
clearlyillustratesthatunderlyingdemand
intheU.S.economyhasremainedvery
weaksincethestartoftherecovery.

Giventhissluggishgrowth,therehas
beenlittleimprovementinemployment
sincetherecovery’sbeginning.Employ-
mentactuallyfellbyoveramillionwork-
ersduringthefirstsixmonthsofthe
recovery.Employmentbegantorisein
January2010;butduringthispastyear,
thenumberofnewjobstotaledonly
1,124,000—notmuchhigherthanthe
growthofthelaborforce.So,verylittle
progresshasbeenmadeincreatingjobs
forthealmost8.4millionworkerswho
losttheirjobsduring2008–09.Thisis
why,eventhoughtheunemploymentrate
peakedat10.0%inthefourthquarter
of2009,itonlyedgedlowerin2010.

Thehousingsector,whichdeclinedby
asubstantialamountoverthepastseveral
years,hasshownnosignsofrebounding.
Atbest,itappearsthatthehousingsec-
torhasbottomedout.Sincethestart
oftherecovery,realresidentialinvest-
menthascontinuedtodecline,atan
annualizedrateof–2.5%overtheperiod
2009:Q3–2010:Q3.However,housing
starts—whichplungedfromover2.1mil-
lionannualizedunitsinthefirstquarter
of2006to0.53millionannualizedunits
inthefirstquarterof2009—havesince
risento0.58millionannualizedunits
bythethirdquarterof2010;andyet,

thisisroughlythesameamountasin
thethirdquarterof2009.

Between1999and2007,lightvehicle
sales(carandlighttrucksales)aver-
aged16.8millionunitseachyear.
Salesfellto13.1millionunitsin2008,
andthentheydeclinedto10.4million

unitsin2009.Salesexperiencedamod-
erateimprovementin2010,risingto
11.5millionunits.

Supportedbytheseimprovedsales,man-
ufacturinghasbeentheonlysectorthat
hasexperiencedaV-shapedrecovery.
ManufacturingoutputintheU.S.was
atanall-timehighinDecember2007,
butoverthefollowing18months,it
sufferedamassivedropof17.6%.How-
ever,beginninginJuly2009,manufac-
turingproductionhasrisenstrongly,
averaginganannualizedgrowthrateof
7.4%overthepast17monthsandre-
coveringhalfofthelostoutput.While
thishasbeenanimpressiveimprove-
ment,thesectorstillretainstremendous
resourceslack.Thatis,capacityutiliza-
tion2wasat79.2%inDecember2007
(justbelowthe79.7%rateatwhichit
averagedoverthepreceding20years);
butthenitfellto65.4%inJune2009—
thelowestreadingsincethestartof
theseriesin1948.Capacityutilization
hassincerisento72.8%inNovember
2010,butremainswellbelowitslong-
runaverage.

Withsuchtremendousslackinproduc-
tion,realestate,andlabormarkets,the
economyhasexperienceddisinflation
overthepastyear.Inflation,asmeasured
bytheConsumerPriceIndex(CPI),has
fallenfrom2.8%in2009(December
2009comparedwithDecember2008)
to1.1%inNovember2010.Whatis
evenmorestrikingisthe“core”infla-
tionmeasure(whichexcludesfoodand
energy):Coreinflationfellfrom1.8%in
December2009to0.7%inNovember
2010(thepriormonth’sreadingof0.6%
hadbeenthelowestreadingsincethe
startofthedataseriesin1959).

Performance versus forecasts

Atthe2009EOS,participantsexpected
theeconomy’srealGDPgrowthrateto
be2.5%in2010.Accordingtothecon-
sensusforecastfromthemostrecent
EOS,thegrowthrateofrealGDPinthe
fourthquarterof2010relativetothe
fourthquarterof2009isestimatedto
be2.4%.(Theremainingcomparisons
forGDPcomponentsusetheconsen-
susestimatefromthemostrecentEOS
forthefourthquarterof2010tocalcu-
latetheannualvalues.)Consumption
wasaccuratelyforecasted,andbusiness
fixedinvestmentcameinalotstronger
thanexpected.However,residentialin-
vestment’santicipatedturnarounddid
notmaterialize.Theunemployment
ratewasexpectedtoedgedownto9.8%
inthefinalquarterof2010,closetothe
9.6%recordedforthefourthquarter.
Inflation,asmeasuredbytheCPI,was
predictedtoaverage2.2%during2010—
muchhigherthanthe0.9%ratenow
expectedfortheyear.Lightvehiclesales
werepredictedtocomeinat11.4million
unitsin2010—veryclosetothe11.5mil-
lionactuallysoldduringthepastyear.
Housingstartswerepredictedtoriseto
0.74millionunitsin2010;however,hous-
ingstartsimprovedmuchless,tojust
0.59millionannualizedunitsforthe
first11monthsof2010.Similarly,real
residentialinvestmentwasforecastedto
rise,atarateof11.4%,butitisexpected
tohavedeclined,atarateof–4.7%.
One-yearandten-yearTreasuryrates
werepredictedtoriseto1.20%and
4.00%,respectively,bytheendof2010;
however,theyactuallydeclinedto0.26%
and2.86%,respectively.

Economic outlook for 2011

Theforecastfor2011isforeconomic
growthtobesolid.In2011,thegrowth
rateofrealGDPisexpectedtobe3.0%,
animprovementfromtheprojected
2.4%ratefor2010.Thequarterlypattern
revealsastrengtheningoftheeconomy
astheyearunfolds.Theforecastedgrowth
rateofrealGDPrisesfromanannualized
rateof2.5%inthefirstquarterof2011
to3.3%inthefourthquarterof2011.
Withtheeconomicgrowthratepredicted
tobejustaboveitslong-termhistorical
trend,theunemploymentrateisexpected
toedgedownto9.2%inthefinalquarter

The forecast for 2011 is for economic growth to be solid:  
The growth rate of real GDP is expected to be 3.0%.



of2011.Becauseeconomicgrowthisex-
pectedtoimprove,inflation,asmeasured
bytheCPI,ispredictedtorisefroman
estimated0.9%in2010to1.6%in2011.
Oilpricesareanticipatedtorisesome-
what,averagingaround$85perbarrel
inthefinalquarterof2011.Realpersonal
consumptionexpendituresareforecasted
in2011toexpand,atarateof2.5%.
Lightvehiclesalesareexpectedtoriseto
12.7millionunitsthisyear.Realbusiness
fixedinvestmentisexpectedtorecorda
solidgrowthrateof7.4%in2011.Indus-
trialproductionisforecastedtogrowat
arateof4.3%thisyear.Thechangein
privateinventorieswillplayamuchsmall-
erroleasadriverofgrowthin2011.

Onceagain,thelong-strugglinghousing
sectorispredictedtohavestronggrowth.
Realresidentialinvestmentisforecasted
toincreasein2011,atarateof9.6%—
whichwouldbeitsbestperformance
since2003.Housingstartsarealsoan-
ticipatedtoimprove—fromapredicted
0.60millionstartsin2010to0.69million
startsin2011.Whileimproved,thean-
ticipated2011levelwouldbelessthan
halfofthe20-yearannualaverageof
1.43millionstarts.

Theten-yearTreasuryrateisforecasted
toincreaseto3.07%in2011,andthe
one-yearTreasuryrateisexpectedriseto
0.62%.Thetrade-weightedU.S.dollar
ispredictedtoremainunchangedin
2011;andthetradedeficit(netexports
ofgoodsandservices)ispredictedto
decreasesomewhat.

Labor market outlook

DanielAaronson,FederalReserveBank
ofChicago,statedthatthehistorically
highU.S.unemploymentrateisunlikely
toreturntoitspre-recessionarylevelsin
thenearfuturegiventhemodestrecov-
eryexpectedbymostforecasters.The
criticalquestion,notedAaronson,is
whetherhighunemploymentisdueto
thebusinesscycle(i.e.,demanddefi-
cienciesforgoodsandservices)or
structuralchange(i.e.,amismatchin
skillsorlocationbetweenworkersand
firms).Iftheproblemisstructural,said
Aaronson,highunemploymentislike-
lytopersistaslongasimpedimentsto
firm–workermatchesremaininplace.
Moreaccommodativemonetarypolicy

canhavelittleimpactinclearingupthese
frictions.Heargued,however,thatmost,
albeitnotall,oftoday’shighunemploy-
mentcanbeexplainedbycyclicalrather
thanstructuralfactors.

Asevidence,Aaronsonnotedthebroad-
basednatureoftherecessionandmodest
recovery.Forexample,unemployment
hasgoneupproportionatelyforhighly
skilledworkersrelativetoallworkers,
suggestingthataskillsmismatchisnot
occurring.Similarly,employmentgrowth
hasfalleninallindustries,andthereis
noevidenceofunusualinter-industry
reallocationofjobsordemandforwork-
ersinanysectors.Aaronsonalsodis-
countedageographicalmismatch,since
thedifferencebetweenmigrationrates
forrentersandhomeowners(eventhose
instateswithlargehomepricedeclines)
hasnotincreased.

Financial and consumer outlook

AdolfoLaurenti,MesirowFinancial,
explainedthatintheyearsleadingupto
thefinancialcrisis,U.S.economicgrowth
hadbeendrivenlargelybycredit-based
consumption.However,heexpressed
concernsaboutthesustainabilityofsuch
growthintheU.S.goingforward.Higher
savingsratesanddebtreductionbyboth
theprivateandpublicsectorswillbe
requiredtocounterbalancethisexcess
consumption,hesaid.

Followingafinancialcrisis,alackluster
recoveryisnotsurprising,Laurentinoted.
Evenso,economicgrowthduringthis
recoveryhasbeendisappointingthus
far.Employmentandhousing—twokey
driversinconsumerspending—havere-
mainedweak.Inthefaceofuncertainty
surroundingeconomicconditions,busi-
nessesarestillreluctanttoexpandtheir
workforces.Laurentipointedoutthat
high-incomehouseholdshaverecovered
fasterthantheirlow-incomecounterparts,
inpartbecausehomesmakeupalarger
shareofthelatter’stotalfinancialassets.

AccordingtoLaurenti,banksarefacing
severalcompetingpressures,suchasthose
torebuildcapital,strengthenreserves,
complywithnewfinancialregulation,
avoidpastlendingmistakes,andincrease
lending.Hesaidheexpectsaslowre-
coveryforbanking.

Automotive outlook

SueYingziSu,GeneralMotors,observed
thatthepaceofnew-vehiclesalesgrowth
inemergingmarkets,suchasChina,
hasbeenmuchfasterthaninmature
markets,suchastheU.S.Thistrend
mirrorsthefasterGDPgrowthratesof
emergingeconomiesrelativetothose
ofmatureones.

TheU.S.autoindustrywashithardby
therecession—duringthedownturn,
totalvehiclesalesfellbyabout40%.
Spendingonnewvehicleshasremained
atrecordlowsoverthepastyear,though
therearesignsofslightimprovements.
AccordingtoSu,keydriversforvehicle
salesincludeemployment,consumer
credit,andhousing.Suexpressedopti-
mismaboutjobsgrowthinthecoming
months,notingthattheprivateemploy-
mentnumbershaverecentlylinedup
withwhatoccurredduringtherecovery
oftheearly1990s.Creditmarketsare
alsobeginningtomend,saidSu,though
thelargeoverhangofhousesstillonthe
markethaskeptthehousingmarketweak.

Supointedoutotherencouragingtrends
intheU.S.relevantfortheautomotive
industry’sprospects.Theaveragevehicle
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1Alsoseewww.chicagofed.org/webpages/
events/2010/economic_outlook_
symposium/index.cfm.

2Capacityutilizationiscalculatedastheactual
outputproducedwithinstalledequipment
dividedbythepotentialoutputthatcouldbe
producedwithitifusedtoitsfullcapacity.

agehasincreased,sinceU.S.consumers
havedelayedpurchasingnewvehicles,
raisingpent-updemand.Also,theshare
oflicenseddriversinthepopulationhas
remainedstablefordecadeswhilethe
U.S.populationhascontinuedtogrow;
so,morelicenseddriversareexpected.
Historically,alargernumberofdrivers
haveledtomorevehiclesales,saidSu.

Steel outlook

RobertDiCianni,ArcelorMittalUSA,
statedthatU.S.rawsteelproduction
capacityutilizationexperiencedanun-
precedenteddropinthelatterhalfof
2008—from90%toalmost30%—butit
hassincerecovered—toabout70%in
November2010.DiCiannisaidheantic-
ipatesgrowthinU.S.steelproductionto
remainmoderategoingforward.The
automotive,residentialconstruction,
machinery,agriculture,electricmotors,
energy,andpipeandtubemarketsare
expectedtostrengthenin2011;however,
nonresidentialconstruction—whichcon-
sumesthemoststeel—willremainweak
in2011andisnotexpectedtoturn
arounduntil2012.AccordingtoDiCianni,
U.S.steelconsumptionisexpectedto
reach95.7milliontonsin2011,upfrom
65.1millionin2009,butstillwellbelow
thelong-termhistoricaltrend.

DespitetheweaknessinU.S.demand
forsteel,globalsteelconsumptionis
predictedtoreachanall-timehighin
2011—over1.3billiontons.Emerging

marketshavebeenchieflyresponsible
fortheriseinglobaldemandforsteel,
DiCianninoted;Chinaaloneisexpected
toconsume45%ofallsteelconsumed
worldwidein2011.Thistrendshould
becomeevenmorepronouncedinthe
comingyearsbecauseemergingmar-
ketsstillhavesomuchroomtogrow.
DiCiannisaidheexpectshigherprices
forsteelanditsrawmaterialsasthe
growthinglobaldemandforsteelout-
stripsthegrowthinglobalsupply.

Heavy machinery outlook

BettyKouo,CaterpillarInc.,saidtheout-
lookforheavymachineryisverypositive
becausesectorsthatrelyonheavyma-
chineryaredoingwellorareonthe
upswing.Constructionandmining,
whichaccountforalargeshareofheavy
machinerysales,shouldcontinueto
performwellin2011.Morespecifically,
theAmericanInstituteofArchitects’
ArchitectureBillingIndex,aleadingin-
dicatorfornonresidentialconstruction,
suggeststhatthissectorshouldbegin
recoveringbylate2011.Also,inadequate
pastinvestmentbygovernmentshas
createda“largebacklogofneededinfra-
structureconstruction”throughoutthe
U.S.Bothnonresidentialandgovern-
mentstructures,onaverage,aregetting
quiteold—e.g.,manyagingcommercial
buildings,hospitals,schools,roads,air-
ports,dams,andwatersystemswillneed
tobeupgradedsoon.

Kouonotedthatconstructionactivity
hasbeenrobustindevelopingcountries,
manyofwhoseinfrastructureisalsoin
needofimprovement.Theglobalmining
recoveryhasalsobeenledbytheirhigh
commoditydemand.Therefore,devel-
opingcountriesareexpectedtoaccount
foragreatershareofheavymachinery
salesinthefuture.

Conclusion

In2010,theU.S.economyexpandedat
asolidpace,althoughwellbelowthere-
coverypaththatfollowedpreviouslarge
contractionsintheeconomy.Theecon-
omyin2011isforecastedtogrowata
fasterratethanitdidin2010,withan
accelerationofgrowthonaquarterly
basis.Thehousingsectorispredicted
toimprovemarkedlyin2011,andlight
vehiclesalesareexpectedtocontinue
theirmoderateimprovementfromthe
extremelylowlevelsreachedin2009.The
unemploymentrateisexpectedtoedge
lower,butremainextremelyhighbythe
endof2011;andinflationispredicted
toincrease,butremainwellbelow2%.


