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US Outlook: slow growth, low inflation, low rates

e The data suggest that the U.S. has converged to 2 percent real GDP growth.

GDP Forecasts: 2017: 2.5% 2018: 2.5% 2019: 2.1%

e Job growth has been gradually slowing since 2015, Low unemployment is
probably not a harbinger of higher inflation.

Un. Rate: 2017: 4.1% 2018: 3.9% 2019: 3.9%

e Inflation surprised to the downside in 2017 but expected to return toward
target of 2% over medium term.

PCE Inflation : 2017: 1.7% 2018: 1.9% 2019: 2.0%
 Policy rate is likely to remain appropriate over the near term.

Fed Funds Rate: 2017: 1.4% 2018: 2.1% 2019: 2.7%
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The St. Louis economy follows national trends.
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The story is also true for the housing prices...
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...and building permits.
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Metropolitan Statistical Areas (MSAs) define economic boundaries
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St. Louis ranks 20" in population as of 2015
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About 90% of economic activity concentrated in metro areas

2015 U.S. Real GDP
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Agglomeration Economics helps us understand

why our economy is primarily composed of
metropolitan areas.

There are benefits that come when firms and
people locate near one another in cities.
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Positive relationship between population density
and worker productivity
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St. Louis has a profile of a smaller metro area
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“If a place is doing well, then employers should
be willing to pay more for workers in that area,
people should be willing to pay more for access
to that place, and more people should move to
that area.”

-Edward L. Glaeser

Agglomeration Economics (2010), University of Chicago Press
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Wages cluster around $25/hour
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Differences in productivity explain much of the variation in
wages across metros.
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be willing to pay more for workers in that area,
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to that place, and more people should move to
that area.”

-Edward L. Glaeser

Agglomeration Economics (2010), University of Chicago Press

REGIONAL ECONOMIC BRIEFING FEDERAL RESERVE BANK of ST. LOUIS



Cost of living in St. Louis is nearly 10% below U.S. Average
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Where are living standards higher than the U.S. average?
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Austin, Texas has been the fastest-growing metro
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Growth is not without costs

e Pollution

e Congestion

* |nequality

o Affordability
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Population and pollution are positively correlated

Average Air Quality, 2000-2010
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Air quality mediocre in St. Louis
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Inequality generally higher in larger MSAs
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We spend an average of 25 minutes commuting to work
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Commuting times increase with population density
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Final Report Card
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Data are for 2015 unless noted
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Population growth is persistent...

Population Growth Relative to U.S. Average
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...growth in living standards is not.

Per Capita Personal Income Growth Relative to U.S. Average

Rel. PCPI Growth (2001-2015)
o

Rel. PCPI Growth (1985-2000)

Source: Bureau of Economic Analysis -
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Final Thoughts

With a few exceptions, major metros are more similar
than different.

There are challenges to population growth that metros
must manage in order to improve well being.

MSAs can increase output from adding workers or
increasing productivity.

Increasing educational attainment and population
density may increase productivity.

Attracting workers to a low-cost of living area may
require paying high-cost wages.
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Interested in more regional research and data?

stlouisfed.org/regional
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Please share your insights on the current economic conditions

visit bit.ly/stlecon

You can also use this link to sign up to
receive our regional reports.
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