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Breakeven 

payroll gains
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Labor market stable at low churn

Mar-2026
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Productivity continues to look good

2026:Q1
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Source: BLS and BEA via Haver Analytics
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Consumer spending growing moderately, but confidence low
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Residential investment soft

Mar-2026
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Business fixed investment driven by tech
(Percent change, SAAR)

Business fixed investment growth
(Percent change, SAAR)

Contributions to growth from components of tech

Source: BEA via Haver Analytics; author’s calculations

-4

-2

0

2

4

6

8

10

12

2023 2024

Tech Other

2025 2026

2015-2019 
average = 3.8

0

2

4

6

8

10

12

2023 2024

Computers & Peripherals Data centers Software

2025 2026

2026:Q1
2026:Q1



8 Economic Developments and Monetary Policy Environment

NONCONFIDENTIAL // EXTERNAL

Business activity picking up

Apr-2026
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Tariff rates edging down
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Trade deficit not narrowing due to high tech equipment imports
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Global growth outlook modest

Sep-2022

1 Percent change in average annual level of real GDP

Source: International Monetary Fund World Economic Outlook, January and April 2026

IMF GDP Forecasts1 2025 2026 2027

Advanced Economies 1.9 1.8 1.7

Jan 2026 1.7 1.8 1.7

Emerging Economies 4.4 3.9 4.2

Jan 2026 4.4 4.2 4.1
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Inflation improvements stalled; recent data firm
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Components of core PCE inflation
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Core Goods

Core Services ex Housing

Housing

-2

0

2

4

6

8

2016 2018 2020 2022 2024 2026

( 12 -month percent change)

PCE components

Note: Core goods are goods less food and beverages purchased for off-premise consumption and gasoline and other energy
goods. Core services ex housing are services less electricity, gas, and housing. Food services are included, as is the case in BEA core PCE prices.

Source: BEA via Haver Analytics

% change 2025 
Q4-Q4

26’Q1
(a.r.)

Core 2.9 4.3

Goods 1.5 4.9

Housing 3.3 2.8

Core serv ex housing 3.3 4.4



14 Economic Developments and Monetary Policy Environment

NONCONFIDENTIAL // EXTERNAL

Cost risks from Middle East conflict
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How important are crude oil imports?

Feb-2026
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Inflation expectations

May-2026
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Inflation expectations; longer perspective
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Financial market developments
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Financial market developments, cont.

Mar-2026
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Federal funds rate path, FOMC median SEP vs. market
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FOMC participants' funds rate projections
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External forecasts of key economic indicators
Variable 2026 2027

GDP 1.9 2.1

January 2.2 1.7

Unemployment rate 4.5 4.4

January 4.5 4.3

PCE inflation 3.7 2.1

January 2.6 2.2

Core PCE inflation 3.1 2.4

January 2.8 2.2

Source: Median of 7 external forecasters, 5/8/26
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Federal Reserve asset holdings
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