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Forecasters Cut Predictions for Growth Early Next Year but Shave Their Estimates for Unemployment

The 33 participants in the December Livingston Survey predict sustained output growth through the end of 2014. The 

forecasters, who are surveyed by the Federal Reserve Bank of Philadelphia twice a year, project that the economy’s output 

(real GDP) will grow at an annual rate of 2.4 percent for the second half of 2013. They predict that the growth rate of 

economic output will increase to 2.5 percent (annual rate) in the first half of 2014 and 2.8 percent (annual rate) in the 

second half of 2014. The current projection for growth in the second half of 2013 increased 0.1 percentage point from the 

survey of six months ago, while the forecast for the first half of 2014 decreased 0.3 percentage point.

Projections for the unemployment rate have been revised downward. The forecasters predict that the unemployment rate 

will be 7.2 percent in December 2013 and 7.0 percent in June 2014. The current projections for December 2013 and

June 2014 are down 0.2 percentage point from the last survey. The unemployment rate is then expected to fall to 6.7 

percent in December 2014.

Growth Rate of
                                  Real GDP (%)                                    Unemployment Rate (%)           

Previous New                                      Previous       New

Half-year data: 
2013 Q2 to 2013 Q4 2.3 2.4 December 2013 7.4 7.2

2013 Q4 to 2014 Q2 2.8 2.5 June 2014 7.2 7.0

2014 Q2 to 2014 Q4 N.A. 2.8 December 2014 N.A. 6.7

Forecasters Trim Their Estimates for 2014 CPI Inflation

On an annual-average over annual-average basis, CPI inflation is expected to be 1.5 percent in 2013 and 1.8 percent in 

2014. The 2014 projection is down 0.2 percentage point from the estimate in the June survey. PPI inflation is expected to 

be 1.3 percent in 2013 and 1.5 percent in 2014.  These projections are unchanged from those of the last survey.

                                             CPI Inflation (%)                                     PPI Inflation (%)            

Previous New Previous New
Annual average data: 

2012 to 2013 1.5 1.5 1.3 1.3

2013 to 2014 2.0 1.8 1.5 1.5

2014 to 2015 N.A. 2.1 N.A. 1.6
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Long-Term Interest Rates Revised Upward

The forecast for the interest rate on three-month Treasury bills is lower than that of six months ago, while the rate on 10-

year Treasury bonds is higher. At the end of June 2014, the interest rate on three-month Treasury bills is predicted to be 

0.09 percent, revised down from 0.14 percent in the survey of six months ago. The forecasters predict that the rate will 

then rise to 0.15 percent at the end of 2014, and then to 0.75 percent at the end of 2015. The interest rate on 10-year 

Treasury bonds is predicted to reach 3.01 percent at the end of June 2014, up from the previous estimate of 2.38 percent. 

According to the forecasters, it will then rise to 3.25 percent at the end of 2014, and to 3.88 percent at the end of 2015. 

3-Month Treasury Bill      10-Year Treasury Bond

                                              Interest Rate                                              Interest Rate                       
Previous New                    Previous New

Dec. 31, 2013 0.10 0.06 2.20 2.78

June 30, 2014 0.14 0.09 2.38 3.01

Dec. 31, 2014 0.20 0.15 2.65 3.25

Dec. 31, 2015 N.A. 0.75 N.A. 3.88
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Outlook for Long-Term Inflation Revised Downward

The panelists project lower long-term inflation, but their projection for long-term output growth is unchanged. The 

forecasters now predict that inflation (measured by the consumer price index) will grow 2.35 percent annually over the 

next 10 years, which is lower than the forecast of 2.50 percent in the survey of six months ago. Real GDP growth is 

expected to average 2.60 percent over the next 10 years, the same estimate as in the previous survey.

Stock Prices Are Projected to Rise

The forecasters predict the S&P 500 index will finish 2013 at a level of 1800.7, an upward revision from the previous 

estimate of 1667.8. The forecasters project an increase in stock prices over the next two years, with the index rising to 

1841.1 by the end of June 2014, and then to 1875.0 by the end of 2014, above the previous estimates of 1713.1 and 

1750.0, respectively.

                          Stock Prices (end of period)
                                            S&P 500 Index

Previous        New

Dec. 31, 2013 1667.8 1800.7

June 30, 2014 1713.1 1841.1

Dec. 31, 2014 1750.0 1875.0

Dec. 31, 2015                       N.A. 1948.5

Technical Notes

This news release reports the median value across the 33 forecasters on the survey’s panel.

Special Note: Housing Starts

Due to delays in the release of historical data caused by the federal government shutdown, for the projections for housing 

starts, we used monthly historical values through August 2013, which were the only data available at the time we 

conducted the survey. (Normally, monthly historical values through October would be used to generate the projections for 

December’s Livingston Survey.) 

In the .XLS files that contain this survey’s responses, the BasePeriod value (for October 2013) is based on the panelists’

projections and not a historical value. 

The Philadelphia Fed’s Livingston Survey is the oldest continuous survey of economists’ expectations. The survey was 

started in 1946 by the late columnist Joseph A. Livingston. It summarizes the forecasts of economists from industry, 

government, banking, and academia. It is published twice a year, in June and December.

To subscribe to the survey, go to http://www.philadelphiafed.org/philscriber/user/dsp_content.cfm.
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LIVINGSTON SURVEY
MAJOR MACROECONOMIC INDICATORS, 2013-2015

Q2 2013   Q4 2013   Q2 2014    2012      2013      2014
QUARTERLY INDICATORS TO        TO        TO        TO        TO        TO
(percentage changes at annual rates)        Q4 2013   Q2 2014   Q4 2014    2013      2014      2015

Real Gross Domestic Product                  2.4       2.5 2.8       1.7       2.5       2.9

Nominal Gross Domestic Product               3.9       4.4       4.7       3.2       4.2       4.8

Nonresidential Fixed Investment              3.2       4.6       5.1       2.3       4.4 5.6

Corporate Profits After Taxes                5.6       4.5       4.9       6.3       5.2       4.8

JUN 2013  DEC 2013  JUN 2014    2012      2013      2014
MONTHLY INDICATORS                            TO        TO        TO        TO        TO        TO
(percentage changes at annual rates)       DEC 2013  JUN 2014  DEC 2014    2013      2014      2015

Industrial Production                        2.6       3.1       3.2       2.4       2.9       3.7

Producer Prices - Finished Goods             1.1       1.7       2.0       1.3       1.5       1.6

Consumer Price Index (CPI-U)                 1.4       1.8       2.0 1.5       1.8       2.1

Average Weekly Earnings in Mfg.              1.7       2.6       2.9       1.6       2.4       2.6

Retail Trade                                 3.4       4.8       5.0       4.3       4.2       5.0

(levels of variables)                     DEC 2013  JUN 2014  DEC 2014     2013      2014      2015

Total Private Housing Starts               0.960     1.100     1.207     0.917     1.109     1.283
(annual rate, millions)

Unemployment Rate                            7.2       7.0       6.7       7.4       6.9       6.4
(percent)

Automobile Sales (incl. foreign)             7.6       7.8       8.0       7.6       7.9       8.1
(annual rate, millions)

FINANCIAL INDICATORS
(levels of variables at end of month)     DEC 2013  JUN 2014  DEC 2014  DEC 2015

Prime Interest Rate 3.25      3.25      3.25      4.00

10-Year Treasury Note Yield                 2.78      3.01      3.25      3.88

3-Month Treasury Bill Rate                  0.06      0.09      0.15      0.75

Stock Prices (S&P500)                     1800.7    1841.1    1875.0    1948.5

LONG-TERM OUTLOOK
Average Annual Growth Rate for the Next 10 Years

Real GDP                  2.6

Consumer Price Index      2.3

Source:  Research Department, Federal Reserve Bank of Philadelphia, Livingston Survey, December 2013
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