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The Federal Reserve’s Dual Mandate, U.S. 
Energy Prices, the Federal Funds Rate, and 
U.S. GDP Growth

U.S. Real 
GDP Growth

Federal 
Funds Rate 

(upper 
bound)

U.S. Oil Price 
(WTI - Avg)

Price 
Stability 

(Quarterly CPI-
Annualized)

Maximum 
Employment 

(Unemployment 
Rate)

Past Year

2.4%4.50%$78.533.1%4.2%Q4 2024

2.0%4.50%$71.782.4%4.2%Q1 2025

2.1%4.50%$64.572.7%4.1%Q2 2025

TBD4.25%$65.783.0%4.3%Q3 2025

Sources: U.S. Bureau of Labor Statistics                                         
U.S. Energy Information Administration                                   

Board of Governors of the Federal Reserve System (US)



The U.S. 
Consumer

(Source of Growth?)



Consumers – Debt

Credit Card Delinquency?

Debt Service?

Still Below Long-run Averages

Households are Financially Strong

Delinquency Rates are Slowly Increasing

But Not Yet Concerning

There is Still Room to Run…
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Credit Cards & Consumer Loans

Credit Card Delinquency Rate Credit Card Delinquency Average All Consumer Loans Delinquency Rate
Source: Board of Governors of the Federal Reserve System (US)
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U.S. Consumer Debt Service to Disposable Income

Debt Service as % of Disposable Personal Income Average Debt Service %
Source: Board of Governors of the Federal Reserve System (US)



Consumers – Liquidity

Household Savings Ran Up During 2020

Now Below Pre Pandemic Savings Levels

“Excess” Savings Drove Growth & Inflation

Revolving Credit also Grew Significantly

Averaging 7% Annual Growth Past 5-years

Credit Growth is Now Flat Year-Over-Year

…No Longer a Source of Growth/Inflation
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Home Equity

Over the Past 5-years…

Home Equity Grew by $15 Trillion 

Nearly Doubling in a Short Time Frame

The White House Sees Potential $$$

Potential Source of Consumer Spending

What Will Entice Consumers to Borrow? $0
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Owners Equity in Housing & 
Home Mortgage Debt

Owners Equity in Housing Residential Mortgage Debt
Source: Board of Governors of the Federal Reserve System (US)
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Mortgage-To-Income Ratio Mix

% Change In Home Values From July 2025 Level

M
or

tg
ag

e 
R

at
es

Housing Affordability

Source: Reventure

You
Are

Here

Can Housing Demand Be Revived?

Home Prices are too High

Mortgage Rates are too High

Both Need to Decrease for Consumers 

…to be Enticed to Access Home Equity

How Will the White House Respond?



U.S. Housing

Affordability on par with the 1980’s

Yet, Home Prices Remain Stable 

Why? Household Formation (HF)

HF Past 10-year Average = 1.49 million   
HF Prior 10-year Average = 852,000

Millennials Finally Began Forming 
Households 

Housing – Not the Cause of the Next 
Recession
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President Trump Is About To Get Involved



Tariffs, Politics, 
and Labor

(Don’t Fight the Trump)





Issue Jan 25 
(Biden)

Feb 25 Mar 25 Apr 25 May 25 Jun 25 Jul 25 Aug 25 Sep 25 Nov 25

The Economy 37 49 45 43 46 44 44 44 43 41

Immigration 34 56 53 51 51 49 50 50 49 47

Foreign Affairs 38 48 45 44 46 45 45 44 44 44

Administering the 
Government

40 49 47 47 47 46 46 45 45 42

Handling Inflation 34 45 43 41 43 42 42 41 40 39

Reducing the Cost 
of the Government

53 49 50 49 46 46 46 46 47 45

Returning America 
to its Values

53 49 49 51 48 48 50 50 48 46

Tariffs and Trade 
Policy

41 41 42 41 42 41 42 41 40 40

Fighting crime in 
America's cities

51 50 49

Trump Approval on Selected Issues %
Trump Approval Ratings

Tariffs are Not Popular

Second Lowest Approval Rating

Behind Only His Handling of Inflation

Popularity on Immigration is on the Decline

Fighting Crime in America’s Cities -
Popular

Source: Harvard Caps/Harris Poll



Trump Policy 2026

Trump’s Policies on Tariffs are not Popular

Inflation is the Top Issue for Voters

Tarriff Induced Volatility Will Fade in 2026

Political Constraints are Tightening

The 2026 Mid-term Elections?

Only 17 of the last 20 Mid-terms Flipped

Inflation… Look for new Trump Policies
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Inflation / affordability

Opinion Poll – Which of These Issues is Most 
Important to You Personally?

Source:  Harvard Caps/Harris Poll



Labor Trends

Initial Jobless Claims Were Moderate

Near Decade Lows – Prior to the Shutdown

Job Openings were at – 7.2 million… 

Near the Pre-Pandemic High of 7.5 million

The Quits Rate was at – 1.9%

Sahm’s Rule >0.50% Signals Recession

Sahm’s Rule Indicator Was at 0.13%          
(3-month Average Unemployment Rate Increases 0.50% or More 
Above Previous 12-month Low)

150

200

250

300

350

400

450

Week 1 Week 6 Week 11 Week 16 Week 21 Week 26 Week 31 Week 36 Week 41 Week 46 Week 51

In
iti

al
 C

la
im

s 
Th

ou
sa

nd
s

U.S. Initial Jobless Claims

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Source: U.S. Bureau of Labor Statistics
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Immigration

Net Migration Decreased During 2020-21

Mexico Benefitting from Near/Reshoring

Migration to Decrease This Next Decade 

U.S. May Lose Workers to Mexico Net Basis

Due to Decades of Declining Fertility Rates, there are 
not as Many Young Mexican Workers Seeking 
Opportunity in the U.S.

Mexico’s 2024 Fertility Rate: 2.01 Births per Woman, 
Down from 6.5 in the 1970’s

The U.S. 2024 Fertility Rate: 1.599 Births per Woman, 
Down from 2.5 in the 1970’s
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Unemployment Rates for Recent College 
Graduates

Young workers (aged 22-27 All workers Recent graduates (aged 22-27 All College graduates

Source: Board of Governors of the Federal Reserve System (US)

Is AI Coming for Your 
Job?

Over 50% of Graduates are 
Underemployed…

And Working in Jobs that Don’t Require a 
Degree

Tech Giants – Google, Meta, Microsoft, etc. 
Cut Hiring of New Grads by 25% in 2024

Entry Level Hiring in the Tech Giants –
Down 50% from Pre-Pandemic

Grads in Tech-Related Fields (Computer 
Science, Engineering) Are Most Exposed

Early Days, Developing Trend to Watch



Inflation, Interest 
Rates, Commodities

(Too Late Powell?)



Inflation Comes in Waves

Inflation Tends to Recede Swiftly Before 
Forming Another Wave

Tariff Inflation Increases YTD around 0.3%

Tariffs Could Add as Much as 0.8% to CPI

Unlikely a Major Second Wave is Forming

Unless…Rebate Checks to Consumers?

Jerome Powell is Concerned About His 
Legacy

“Keeping At It”
 -
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Federal Funds Rate

2026 Fed Fund Futures are Forecasting a 
Decrease of 0.75%

The FOMC is Forecasting a Smaller 2026 
Decrease of 0.50%

Fed Rate Cut Odds– Dec (46%) / Jan (69%)

Is the Fed Political or Independent?      
Biden vs. Trump

The Fed Front Loaded Rate Cuts in Late 
2024…A full 1.00% Just Ahead of the Election

“The irony is that, by attempting to stack the odds 
in his favor by appointing his people, Trump may 
have made the Fed more independent. The next Fed 
chair has been reduced to just one of 12 votes.”        
– Jim Bianco
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Comparison of the 10-year Treasury to the Fed 
Funds Rate

Effective Fed Funds & Wu-Xia Shadow Rate 10-year U.S. Treasury Rate

Source: Board of Governors of the Federal Reserve System (US)
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Long-term Interest Rates

90% Correlation Between the 10-year U.S 
Treasury and Effective Fed Funds Rate

Dates and Arrows Indicate When the Low 
Occurred for Long-Term Rates…

In Relation to the Effective Federal Funds 
Rate Cycle

Long-term Rates tend to bottom 3-6 
Months Before the Fed’s Last Rate Cut

The Current Outlook is for the Fed’s Last 
Rate Cut to Occur in 2027

A Recession or Geopolitical Event Could 
Affect This Outlook
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Source: Board of Governors of the Federal Reserve System (US), Doug Robison

Commodity Prices

Energy Prices vs. Farm Commodity Prices   

–Correlation Coefficient of +0.81 since 1990               

–Farm Commodities Follow the Price Trend of Oil

Fed Policy vs. Farm Commodity Prices                    

–Correlation Coefficient of -0.76 since 1990                

–When the Fed tightens (increases interest rates) 

commodity prices tend to decrease

Weak Correlation – the U.S. Dollar Index               

–Correlation Coefficient of +0.01 since 2006               

–Each Commodity Has its Own Unique Relationship 

to the U.S. Dollar



U.S. Fiscal Deficit & 
U.S. Dollar

(Nothing Stops This Train)



Nothing Stops This Train

Fiscal Dominance* – Occurs when Gov. 
Debts and Deficits are so Large…

Raising Interest Rates to Fight Inflation →
Increases Gov. Interest Cost → >Deficits

Central Bank Loses Independence to 
Accommodate Fiscal Realities

Necessary to Avoid Financial Instability 
and Chaos in the Bond Market

Government Spending Dictates Liquidity, 
Inflation, and Growth – Not Private Debt

Monetary Policy Becomes Subject to Fiscal 
Policy → Reactive Rather than Proactive
*Fiscal Dominance: Rate hikes do not slow government 
spending (political) and reductions in private credit growth 
are inadequate to offset new Government Debt creation. 
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What Could Stop This 
Train?

Political Will for Austerity – Remember 
Elon Musk? Yeah, that lasted 4-months

U.S. Debt Restructuring or Default –
Apocalypse Now, Prepper Scenario

Currency Reset, Monetary System Change 
– For the Bitcoin Enthusiasts

Hyperinflationary Collapse – Weimar 
Republic, Comrade Mamdami

Tech Revolution, Productivity Outpaces 
Debt – AI Dreams

External Shock, War/Depression Leads to 
New Framework – 1930’s & World War II

Most Likely Scenario, Yield Curve Control 
and “Managed” Inflation Above 2% target 
– Post World War II Example



U.S. Profligacy

Why the Parabolic Move in Gold? Decline of 
the U.S. Dollar as a Safe Haven and…

One Big Beautiful Bill Act (OBBBA) With 
Deficits of 6% as Far as the Eye Can See

Why Hasn’t the Bond Market Revolted? 
…Tariffs of $3 to $4 Trillion over 10-years

What is the Biggest Risk to the Outlook? 
…Supreme Court Overturning Tariffs

Possible they are Overturned, but Court 
Provides a Path to Legality or Congress?
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Dollar Debasement 
(The Case Against the U.S. Dollar)

U.S. Current Account Deficit - Primarily a 
Measure of the Trade Balance

Exports minus Imports Goods and Services

The U.S. Runs a Persistent Trade Deficit 
The E.U., China, and Japan Run Surpluses

Foreign Investment Flows to the U.S. are 
the Lowest in Over 50-years, Tariffs

If Investment Flows are Weak the Current 
Account Deficit Will Need to Be Reduced...

Primarily Through a Weaker U.S. Dollar, the 
DXY Index is Down -9.9% Year-to-Date
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