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Introduction 
 

The U.S. economy continued to show mixed results in 

August with a less than impressive 151,000 new jobs 

created for the month.  The August figures were 

disappointing considering the economy created more than 

250,000 jobs in both June and July, according to the 

Bureau of Labor Statistics.  The unemployment rate 

remained constant at 4.9%, but it was accompanied by a 

disappointing labor force participation rate of 62.8 percent, 

the lowest number since the late 1970’s.   Average hourly 

earnings increased slightly in August by 3 cents to $25.03 

which is up roughly 1.4 percent over the last 12 months.  

The U.S. national debt is approaching 20 trillion dollars or 

105 percent of U. S. GDP, with the specter of higher 

interest rates posing an additional drag on the U.S. 

economy in the future. 

Key July/August Data 

Positive and Negative Signs 

Global oil prices continue to hover below $50 a barrel at 

the end of August, with oil settling just below $45 a barrel.  

Additional good news for consumers continues to center 

around gasoline prices which average less than $2.20 a 

gallon nationally throughout the month of August, 

according to AAA.  Interest rates on mortgages, car loans, 

furniture, appliances and credit cards all remain at or near 

their 30-year lows in August.  The Conference Board 

Consumer Confidence Index which had decreased slightly 

in July, increased for the month of August.  The index      

 

stood at 96.7 in July and increased to 101.1 at the end of 

August, an increase of more than 4 points for the month.  

The current U.S. consumer confidence index is at its 

highest level in nearly a year and is one of the true bright 

spots in the U.S. economy considering the highly 

disappointing GDP figures of the last 3 quarters. 

Current Issues 

As the 2016 fall presidential election approaches, we feel 

compelled to present our baker’s dozen analysis on the 

U.S. economy. 

1. Real Wages are sluggish. With consumer 

spending making up 70 percent of U.S. GDP, real 

average hourly earnings growth of 3 percent or 

greater is imperative if average U.S. GDP growth 

is to return to 3.5 percent or higher.  Over the last 

12 months, U.S. real wages have increased less 

than 1.5 percent resulting in U.S. GDP growing at 

only 2 percent on an annualized basis.    

2. Many Americans have little to no money in 

their rainy day funds. Numerous studies indicate 

that as much as 34 percent of American adults 

have little to no money set aside in savings or 

investments to deal with a layoff or other family 

emergencies in their household. 

3. Higher Interest Rates could cripple the 

economy.  Earlier this year, a slight increase in the 

Federal Funds Rate caused the DJIA to decline 

roughly 2,000 points.  We find no logic in the 



	
	

	

FEDs constant consideration of a rate increase 

given our underperforming economy. 

4. Little help from the global economy.  Like 

China, much of the global economy is growing at 

a slower pace in 2016 and is providing little 

catalyst for additional growth in the U.S. 

5. Is a Stock Market correction on the horizon?  

Many analysts argue that an increase in the federal 

funds rate or declining average valuations on Wall 

Street will trigger a stock market correction in late 

2016 or early 2017. 

6. Will GDP improve in the second half of 2016? 

We see little improvement in U.S. GDP with an 

average for 2016 below 2 percent. 

7. Consumer Spending Consumer spending is the 

bright spot of the U.S. economy but cannot grow 

much given the current state of U.S. wage growth. 

8. Investment is Shrinking.  Investment in business 

infrastructure, equipment and intellectual property 

has been declining, especially given the state of 

current oil prices. 

9. Job Growth is slowing.  This continues to be the 

worst jobs recovery since the end of WWII 

relative to population and percentage job growth. 

10. Could Wage Growth rebound?  There are only 

1.3 Americans seeking a job for every job 

available in August 2016, relative to 6.9 seeking a 

job, per job available in 2009. 

11. The Recession is over…where is the recovery?  

Over the last 7 years, the U.S. economy has 

averaged 2 percent growth relative to its 3.25% 

average since the end of WWII. 

12. The National Debt.  The U.S. national debt stands 

at an alarming 19.6 trillion dollars or almost 105 

percent of current U.S. GDP. 

13. The Size and Role of Government.  We again 

ask Americans especially those who intend to vote 

this fall to consider that U.S. government at all 

levels consumed less than 8 percent of GDP in 

1900 and almost 40 percent today. 

Conclusion 

The U.S. economy is performing at a sluggish rate, yet it is 

still one of the brighter spots in a less-than optimal global 

economy.  The U.S. National Debt continues to burden the 

U.S. economy while underfunded state pensions and 

excessive regulation need to be addressed at the local, state 

and federal level this fall.  Rising healthcare costs are also 

a problem as many on both sides of the aisle are 

questioning the efficiency and effectiveness of the Patient 

Protection and Affordable Care Act as many private 

insurance companies are leaving the health care exchanges 

and leaving consumers with higher costs and fewer 

coverage options.  It is imperative that an informed 

electorate vote as this will be one of the most important 

elections in modern history.   

Contact Us 
 
Comments or questions should be directed to Dr. Timothy G. Nash at: 

tgnash@northwood.edu or (989) 837-4323.  The NU Outlook is a 

monthly publication of The McNair Center for the Advancement of 

Free Enterprise and Entrepreneurship at Northwood University.  To 

view Northwood University’s Monthly Economic Outlook Newsletters 

from previous months, please visit:  

http://www.northwood.edu/media/free-market-library.aspx.  For more 

information about Northwood University, our academic programs and 

enrollment opportunities for students, visit www.northwood.edu. 
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