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• The U.S. economy has been resilient despite tighter monetary policy and high inflation.

• Inflation has moderated substantially over the past two years, but recent data provide 
additional evidence that inflation remains too high. 

• Increases in labor supply have helped ease labor constraints and have supported solid 
employment gains, but further easing in the labor market will likely require declines in 
labor demand. 

• Thus far, however, consumer spending and new orders at manufacturing and services 
firms have been fairly resilient, keeping labor demand elevated. 

• This resiliency has led market participants to pull back on their expectations for rate cuts, 
resulting in market expectations that are similar to FOMC median projections. 
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Sources: BEA, NBER, Haver Analytics3

The U.S. economy has been resilient despite tight monetary 
policy and high inflation.  
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Inflation has fallen considerably but remains stubbornly high for core 
services. 

Sources: BEA, Haver Analytics
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Elevated wage gains continue to pressure services inflation. 

Sources: BEA, BLS,  Haver AnalyticsNote: Supercore inflation measures inflation for core services excluding housing
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Increasing supply chain pressures and inflation expectations pose 
upside risks to inflation. 

Sources: Bloomberg, Drewry, FRB NY
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7 Sources: BLS, Haver Analytics

Labor markets remain tight, with an unemployment rate under 4% 
and payroll gains exceeding 250,000 on average in 2024.
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Improvements in labor supply helped to ease some pressure in labor 
markets, but further supply increases are unlikely.  

Sources: BLS, staff calculations, Haver Analytics
Note: LFPR is the labor force participation rate. 
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9 Sources: BLS, Haver Analytics

Instead, labor demand will need to ease further to bring down 
wage pressures. 
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Consumer spending remains elevated, supported by strong 
household net worth. 
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11 Source: FRB NY Consumer Credit Panel/Equifax

However, credit card delinquencies have moved up, indicating stress 
for some consumers. 

0

2

4

6

8

10

12

0

2

4

6

8

10

12

2015 2016 2017 2018 2019 2020 2021 2022 2023

Auto Delinquencies Mortgage Delinquencies Credit Card Delinquencies

Percent



FEDERAL RESERVE BANK OF KANSAS CITYFEDERAL RESERVE BANK OF KANSAS CITY

12 Source: Institute for Supply of Management, Haver Analytics

Both manufacturing and services firms report that new orders have 
been fairly steady. 
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As data continues to point to a resilient economy with above-target 
inflation, market participants have pulled back their expectations for 
rate cuts.  

Sources: FRB/Haver Analytics, CME Group
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Resources from the Kansas City Fed’s Economic Research Department
• Charting the Economy

Timely economic content curated by research staff at the Federal Reserve Bank of Kansas City.

• Labor Market Conditions Indicators
Two monthly measures of labor market conditions based on 24 labor market variables.

• Kansas City Financial Stress Index
A monthly measure of stress in the U.S. financial system based on 11 financial market variables.

Stay up to date on our latest research: Subscribe to KC Fed Research Email Alerts (Right QR)

KC Fed Research Email Alerts

https://www.kansascityfed.org/research/charting-the-economy/
https://www.kansascityfed.org/data-and-trends/labor-market-conditions-indicators/
https://www.kansascityfed.org/data-and-trends/kansas-city-financial-stress-index/
https://www.kansascityfed.org/about-us/ealert/
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