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A recession prediction … still reasonable?

Slide 2



So what about that recession?
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Source: Marketwatch Survey, June 2019



THE ROAD TO RECESSION: 

WHAT IS THE NARRATIVE?
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PATH #1: Energy Prices: An up and down story
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Why is there not more concern?
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Saudi Arabia no longer the largest producer
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PATH #2: Business Investment

Business Investment weakened after initial 

spike from tax bill.
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Deterioration of Business Confidence

Source: OECD 2019

Index <100 = Pessimism
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Fewer Job Openings
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Manufacturing Employment Growth has stalled

+2% p.a.

+.4% p.a.

Since Jan 2010

+1.1% p.a.
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PATH #3: We are (still) inverted!
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Source: The New York Times

The Yield Curve!



NY FED sees a 38% recession probability
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PATH #4: Chinese [and other] tariffs 

… bad for US consumers
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PATH #4: Consumers paying the price
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• Employment losses are accumulating: 300,000 jobs so far, 

450,000 by year-end, 900,000 by end of 2020 [Moody’s]

• Lower Real GDP by 0.3-0.5 percent in 2019 [Moody’s, Oxford 

Economics]

• Average household impact of $1,000 in 2019, $2,000 in 2020    

[JP Morgan]

• Farm incomes & exports volumes are falling [Forbes]



PATH #5: Housing Starts

?
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PATH #5: Manhattan Real Estate: A Snapshot
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PATH #6: Household Debt - Delinquency by Type
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PATH #7: BREXIT
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A CRACK IN THE FOUNDATION?

A STORY OF LABOR FORCE 

PARTICIPATION
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The big story!
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Changing times for prime age men 
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Civilian labor force participation rate
Men 25-54 yrs

8 Percent decline since 1970

2 Percent decline since 2008

~ 5M

Source: BLS
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Why has this been happening?

- More women entering labor force

- Relocation of employment

- Automation

- Polarization of employment



Prime age Men not working - 1980

Source: Austin, Glaeser & Summers “The Geography of Jobs”, 2017
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Prime age Men not working - 2015

Source: Austin, Glaeser & Summers “The Geography of Jobs”, 2017
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Men, 25-54, not in Labor Force
Percent of Population [25-54, Male]
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~ 600K Jobs

Sources:  BLS, Table from https://homafiles.info/2016/12/06/what -are-prime-age-men-

who-arent-in-the-labor-force-doing-with-their-time/Slide 25
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Civilian labor force participation rate
Men 25-54 yrs
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Two Separate Economies

• In 2018, Democrat voting districts generated roughly 2/3 of 
US GDP but only covered 20 percent of the landmass

• Since 2008, economic performance of “blue” and “red” 
districts has starkly diverged

Source: Brookings Institution,  https://www.brookings.edu/blog/the-avenue/2019/09/10/america-has-two-economies-and-theyre-diverging-fast/

https://www.brookings.edu/blog/the-avenue/2019/09/10/america-has-two-economies-and-theyre-diverging-fast/


Regional Employment Growth
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PA Region Employment

PA Region Q1 2017 Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018 Q3 2018 Q4 2018

Total 100.0     100.3     100.8     101.0     101.3     101.5     101.6     102.0     

Construction 100.0     94.5      93.7      96.4      101.4     102.3     106.3     106.1     

Manufacturing 100.0     99.0      99.3      99.7      101.0     100.1     100.3     100.9     

Wholesale trade 100.0     99.8      99.8      99.6      99.5      99.7      99.8      99.9      

Retail trade 100.0     100.0     100.3     100.3     100.6     100.3     100.4     100.7     

Transportation, warehousing & utilities 100.0     99.8      99.8      99.9      100.4     100.3     99.5      99.8      

Information 100.0     100.6     102.4     103.6     103.5     104.1     105.0     105.6     

Finance and insurance 100.0     100.0     100.1     99.1      98.8      98.6      97.7      97.9      

Real estate and rental and leasing 100.0     100.5     100.8     100.7     100.6     100.6     100.2     100.2     

Professional, scientific, and technical services 100.0     100.4     101.1     102.1     102.8     102.4     103.2     103.4     

Management of companies and enterprises 100.0     100.3     100.7     101.0     101.2     101.2     101.5     102.2     

Administrative and waste services 100.0     100.8     101.0     101.3     100.4     100.3     99.3      99.4      

Educational services 100.0     101.2     102.1     103.1     104.8     105.1     104.8     105.7     

Health care and social assistance 100.0     100.3     100.8     99.7      100.4     101.1     101.0     101.2     

Arts, entertainment, and recreation 100.0     101.0     101.9     102.7     103.3     104.1     105.0     105.5     

Accommodation and food services 100.0     101.0     101.6     99.2      99.3      102.5     103.8     103.9     

Other services, except public administration 100.0     100.3     101.1     100.7     100.5     101.3     102.1     102.6     

Federal government 100.0     100.5     101.2     101.5     101.5     101.7     102.2     102.6     

State and local government 100.0     99.4      99.0      98.4      97.3      96.6      96.8      96.8      

Office using employment 100.0     99.7      99.9      100.0     99.9      99.7      99.6      99.5      
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Overall Takeaways

Economic recession likely in 2020

Limitation to policy responses

• $1T+ Federal Deficit

• ~2% Federal Funds Rate reduction possible

Key issue: US Consumers
• Spending

• Confidence

Tax Act has affected households by changing SALT 
deductibility
• Effect on housing & domestic migration?

The three big issues: Trade, energy & Brexit!
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September 2019 Economic Outlook

Thank you!

Alexander Heil, PhD, Chief Economist

The Port Authority of New York and New Jersey 

4 World Trade Center | 150 Greenwich Street,16th fl, New York, NY 10006

Are you receiving our Monthly Economic Indicators newsletter?

Newsletters - About the Port Authority - The Port Authority of NY & NJ

Econ Insight: The Planning Department's Monthly Podcast 

[Also, find us on iTunes!]

Econ Insight Podcast

PA Website:  www.panynj.gov

PA Twitter: @PANYNJ
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Please send me an email to 

subscribe to our distribution list: 

aheil@panynj.gov

http://www.panynj.gov/about/newsletters.html?tabnum=2
http://www.panynj.gov/about/newsletters.html?tabnum=4
http://www.panynj.gov/
https://twitter.com/PANYNJ

