Joint Economic COMMITTEE

CONGRESSWOMAN CAROLYN MALONEY, VICE CHAIR

ECONOMIC UPDATE
December 20, 2019

Quote of the week

“Hopefully [2020] is going to be a boring year for monetary policy.”

—Boston Fed President Eric Rosengren

What you need to know

The third and final estimate of third quarter GDP growth was unchanged at 2.1 percent.
Consumer spending increased and business investment declined in the three-month period.
Economists predict slower growth in 2020.

At the same time, consumer sentiment is high—the University of Michigan consumer
sentiment index rose in December to the highest level in seven months.

Industrial production grew 1.1% in November. Much of November’s gains reflect the end of
the GM strike.

The yield curve, which inverted earlier this year, is no longer inverted. This is a good sign,
since an inverted yield curve usually signals future recession. Instead of remaining inverted,
it is reaching its highest point since November 2018.

Even though the economy is in a better place than this summer, job growth has slowed in
several Midwestern states where the economy is dependent on manufacturing and farming.

The House passed legislation this week that would eliminate for 2020 and 2021 the $10,000
cap on federal deduction of state and local taxes (SALT) that was imposed as part of the
2017 tax law. To pay for the changes, the legislation restores the top individual marginal tax
rate to 39.6 percent from its current 37 percent.

The House also approved, on a 385-41 vote, the United State-Mexico-Canada Agreement
(USMCA), which if ratified in the Senate would replace NAFTA.

Happening the week of December 23, 2019

Monday: Census releases new home sales. Chicago Fed releases the National Activity Index.

Tuesday: Census releases the Advance Report on Durable Goods for November.

Wednesday: Christmas Day


https://www.marketwatch.com/story/feds-rosengren-says-he-isnt-worried-about-a-recession-2019-12-17
https://www.marketwatch.com/story/third-quarter-gdp-left-at-21-stronger-consumer-spending-offset-by-weaker-business-investment-2019-12-20
https://www.marketwatch.com/story/umich-consumer-sentiment-rises-in-december-to-highest-level-in-seven-months-2019-12-20
https://twitter.com/JECDems/status/1206973709912870912?s=20
https://www.cnbc.com/2019/12/18/the-thing-that-flashed-recession-signal-is-moving-in-opposite-direction.html
https://www.nytimes.com/interactive/2019/12/16/business/trump-midwest-swing-jobs.html
https://www.nytimes.com/interactive/2019/12/16/business/trump-midwest-swing-jobs.html
https://www.washingtonpost.com/business/2019/12/19/house-narrowly-passes-bill-that-would-restore-salt-tax-benefits-higher-income-americans/
https://www.cnbc.com/2019/12/19/house-passes-trumps-usmca-trade-agreement.html
https://www.cnbc.com/2019/12/19/house-passes-trumps-usmca-trade-agreement.html
https://www.census.gov/construction/nrs/index.html
https://www.chicagofed.org/publications/cfnai/index
https://www.census.gov/manufacturing/m3/index.html
https://www.forbes.com/sites/niallmccarthy/2019/12/16/us-christmas-tree-sales-the-battle-between-pine--plastic-infographic/#1a264eac3655

Good reads

e “In 2020 Census, Big Efforts in Some States. In Others, Not So Much.” New York Times,
11/15/2019

e "U.S. Economy Shakes Free of Recession Fears in Striking Turnaround Since August,”
Washington Post, 12/15/2019

e “Why You Shouldn’t Believe Those G.D.P. Numbers,” New York Times, 12/15/2019

Chart of the week

Two years after passage of the 2017 tax law,
it’s clear that much of the economic boost

The Vast Majority of Trump's Tax Cuts Will
Go to the Richest Households in 2020
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New research and reports

e The 2017 tax cuts failed to deliver their promised economic boost. See our report, out this week.

e New research confirms that “the ACA Medicaid expansion substantially increased insurance

coverage and improved access to health care among unemployed workers” without discouraging
those unemployed workers from trying to enter the workforce.

e Researchers from Tufts and USC claim that coal mining injuries leading to opioid use may have
contributed more to the epidemic than the disappearance of mining jobs.

Selected JEC resources

e Macroeconomic Dashboard e U.S. Economy by the Numbers
e Did Trump Create or Inherit the Strong e The Supplemental Nutrition Assistance
Economy? Program

More information for Members and staff: www.jec.senate.qgov/resources
Sign up to receive JEC publications at bit.ly/JointEconMailingList
Contact: hope sheils@jec.senate.gov
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