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The Economic Outlook  
The Economy Continues to Recover from COVID-19 
 
The economic forecast encompasses the continuation of strong recovery from the COVID-19 downturn with 
broadening growth in GDP and labor markets. Inflation will likely remain high in 2021 before moderating in 
2022 as supply constraints gradually ease, although long-term inflation risks have likely increased. The Federal 
Reserve is forecasted to begin to taper (reduce) its government bond purchases (QE) in the fourth quarter 
2021 and begin to raise the policy Fed Funds rate target gradually in the second half of 2022. The U.S. dollar 
should perform well relative to foreign currencies in 2021 as the United States is generally recovering faster 
than the world economy. However, the dollar is expected to weaken relative to its trading partners next year 
as the economic recovery abroad takes firm hold.  
 
As has generally been the case during the COVID-19 pandemic period, forecast risks are unusually high, 
especially with regards to uncertainty in monetary and fiscal policies. For the full forecast, please see the 
Summary Forecast Table at the end of this report. 
 
 

United States Real GDP Recovers to its Pre-COVID-19 Level in the Second Quarter 
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We highlight recent economic performance and our forecasts for 2021 and 2022: 
 

• Growing at a 6.5% annualized rated in the second quarter, real GDP surpassed pre-COVID-19 levels and 
reached a new high. Excluding a sharp decline in private inventories from GDP during the quarter, final 
sales of domestic product rose at a 7.7% annualized rate. Solid growth is expected to continue in the 
second half of the year, with inventory replenishment adding further to growth. Average annual real 
GDP is forecasted to grow 6.0% overall in 2021 and 3.7% in 2022.  As the economy approaches full 
employment in early 2022, GDP growth rates are forecasted to slow significantly.  Quarterly GDP 
growth rates are projected to approach long-term potential growth rates of 2.0% in the second half of 
2022. (Please see the chart below.) 

• Total non-farm payrolls grew 943,000 in July for the strongest employment growth since August 2020. The 
unemployment rate declined from 5.9% in June to 5.4% in July. Employment recoveries from COVID-19 
were large in the Leisure and Hospitality sector, Local Government Education, and Professional & Business 
Services. Solid employment growth is expected to continue for the remainder of 2021, bringing the 
unemployment rate down to 4.5% at year-end. The unemployment rate is forecasted to stabilize around 
4.5% in 2022 as labor force participation rises and economic growth slows. 

• Real Consumption grew at a blistering 11.8% pace in the second quarter after 11.4% annualized growth 
in the first quarter. Total Consumption achieved a record high during the second quarter, rising 3.1% 
from the fourth quarter of 2019, the last full quarter before the COVID-19 downturn began. A 17.6% 
increase in the Consumption of Goods more than offset a -3.3% decline in the Consumption of Services 
during the period. However, for the first time during the COVID-19 pandemic, the growth rate in 
Services Consumption at 12.1% exceeded the growth rate in Goods Consumption at 11.6%.  In the 
second half of 2021, Consumption of Services is expected to continue to grow faster than Goods 
Consumption and recover fully to pre-COVID-19 levels by the end of the year. The overall real 
Consumption forecast is 8.3% in 2021 and 3.8% in 2022. 

 

GDP Growth is Forecasted to Slow in 2021 as the Economy Attains Full Employment 
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• GDP in the areas most impacted by the COVID-19 related shutdowns of 2020 performed the best 
during the second quarter. Food Services and Accommodations rose at a 67.7% annualized rate in the 
second quarter, following 32.9% in the first quarter. Recreation rose at an annualized rate of 42.8%, 
following 27.8% in the first quarter. Transportation rose at an annualized rate of 37.6%, following 5.4% 
in the first quarter. The high social contact industries will add thousands of jobs in the months ahead. 

• Non-residential Fixed Investment rose at an 8.0% annualized rate in the second quarter, following 
12.9% annualized growth in the first quarter. Led by industrial and transportation related equipment, 
Equipment investment exhibited the fourth consecutive quarter of double-digit annualized growth, 
rising 13.0% in the second quarter following 14.1% annualized growth in the first quarter. Intellectual 
Property investment rose at a 10.7% annualized rate, following 15.6% in the first quarter. The only 
weak area of Fixed Non-residential Investment was Structures, down at a -6.9% annualized rate 
following 5.4% annualized growth in the first quarter. Business capital investment is expected to 
remain on a solid upward growth path as businesses counter supply constraints with productivity-
enhancing capital spending. The Non-residential Fixed investment forecast is 5.2% growth in 2022 with 
the potential for upside surprises. This follows 8.1% expected growth in 2021.  

• Impacted by supply constraints and inflation, residential investment rose at a 3.3% annualized rate 
in the second quarter, slowing from 27.3% annualized growth in the first quarter. Residential 
investment in new structures is expected to continue a moderating trend, rising 3.7% in 2022 after 
increasing 11.4% in 2021. Jobs and income growth in the economy are expected to strengthen in the 
coming year, offsetting the negative impacts on demand from higher expected mortgage rates and 
higher housing prices. 

• Exports and Imports have been highly impacted by rising inflation. Nominal exports rose at a 26.7% 
annualized rate in the second quarter, following 17.5% in the first quarter. After adjusting for inflation, 
exports rose at a 6.0% annualized rate in the second quarter, following a -2.9% annualized rate of 
decline in the first quarter. Imports similarly rose at 7.8% annualized rate in the second quarter 
following 9.3% in the first quarter, well below respective nominal growth rates of 22.3% and 23.8%. 
Although the world is still struggling with the COVID-19 pandemic, international trade is expected to 
continue a synchronized recovery from the widespread shutdowns of the last year. Exports are 
forecasted to accelerate from 5.0% in 2021 to 6.5% in 2022, but upside potential resulting from a 
strong global economic recovery is significant in 2022.   

• Given the massive stimulus programs in the first half of 2021, it may be surprising that government 
purchases from the private sector rose by only a 4.2% annualized rate in the second quarter, following 
-1.5% in the first quarter. Trillions in stimulus payments to individuals were recorded as Current 
Personal Transfer Receipts, and therefore did not enter directly into GDP accounting. 
Notwithstanding recent statistics, government spending on infrastructure and other programs is 
expected to rise in 2022 over 2021. 

• Economic growth was high during the second quarter, but so was inflation. The GDP price index rose 
at a 6.0% annualized rate in the second quarter reflecting broad-based inflation in the economy. The 
Consumer Price Index for urban consumers rose at an 8.4% annualized rate during the second quarter. 
The Producer Price Index rose at a 9.4% annualized rate. Inflation is expected to gradually slow from 
second quarter highs but remain high compared to recent decades. Annual inflation as measured by 
the CPI is forecasted to ease from 4.0% in 2021 to 3.5% in 2022, but inflation forecast risks to the 
upside. 
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Highest Inflation in Decades  

 
 
 

Consumer Expected Inflation in line with the Forecast 
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Consumer Financial Fundamentals Remain Strong 
 
The Delta variant of COVID-19 and the highest inflation in decades are creating new headwinds to the 
economic recovery that began in the second quarter of 2020. These headwinds may slow the pace of 
economic recovery but are not expected to forestall it. The state of the consumer remains the most 
important determinant of economic growth in the United States, a reality that has not changed throughout 
numerous business cycles in our nation during modern times. In this regard, the average consumer in the 
United States today is the strongest financially in decades, as indicated in the following review of average 
household balance sheets in the United States. The financial conditions of any given consumer may differ 
significantly from the aggregate trends in the following. Dispersion in financial conditions among consumers 
has generally increased in recent decades. However, strong overall financial conditions indicate solid 
consumer spending in the year to come, even as consumers, and businesses that depend on consumers, 
continue to grapple with COVID-19 and elevated inflation. 
 

Personal Savings has been boosted strongly by Stimulus Payments and COVID-19 related 
reductions in spending 

 
Benefitting from the longest economic expansion in United States history and the lowest unemployment rate 
since the fourth quarter of 1969 at 3.5%, consumers entered the COVID-19 downturn in generally strong 
financial condition. Employment losses were severe during a relatively short period in March and April of 
2020. However, a V-like recovery commencing in the subsequent months, supported by historically high levels 
of policy support from the initial CARES Act, the supplementary CARES Act II and most recently the ARP, have 
strongly increased disposable personal incomes. These increases in disposable incomes have served to bolster 
not only consumer spending growth, but also personal savings growth and debt repayment.   In addition to 
direct stimulus payments from the Federal government, consumers generally reduced consumption of 
services during the COVID-19 closures, thereby providing another source of funds for personal savings growth 
and debt repayment. Although increased savings and debt repayment do not immediately increase spending 
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in the economy, higher personal savings and lower debt ultimately improve the state of consumer finances, 
thereby creating a lasting source of consumer spending power.  
 
An important measure of consumer financial health is the Household Financial Obligations Ratio, provided by 
the Federal Reserve. The Household Financial Obligations Ratio encompasses not only quarterly mortgage and 
consumer debt services, but also automobile lease payments, rents on residential property, homeowner 
property insurance and tax payments. Hence, it represents a highly comprehensive measure of ongoing 
household obligations. 
 
Reflecting the improvement in consumer finances, the Household Financial Obligations ratio fell to 12.88% of 
nominal disposable personal income in the first quarter 2021 - the lowest on record.  In comparison, the 
ratio stood at 15.28% in the fourth quarter of 2019, the last complete quarter before the COVID-19 recession. 
Consumers reduced debt service sharply during the COVID-19 period spanning Q1 2020 to Q1 2021, as 
Consumer debt service payments declined to their lowest relative to disposable personal income since the 
early 1990s. Mortgage debt service payments relative to disposable personal income declined to a record low.   
The lowest financial obligations on record reflects plentiful capacity for increased spending by the average 
household in the nation. 
 
 

Household Financial Obligations Ratio was at Record Low in Q1 2021 
 

 
*Financial Obligations Ratio (FOR) is an estimate of the ratio of financial obligations payments to disposable 
personal income. It’s a broader measure than the debt service ratio and includes automobile lease payments, 
rental payments on tenant-occupied property, homeowners' insurance and property tax payments. 
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The Household Financial Obligations ratio will likely rise somewhat in the coming quarters as Federal stimulus 
payments decline. Record low interest rates will also begin to rise as the economic recovery gains traction. 
Despite these factors, debt levels have been significantly paid down in the last year, resulting in a lasting 
reduction in overall household financial obligations. Total Household Debt relative to Gross Disposable Income 
during the first quarter of 2021 was at its lowest level since the first quarter of 1995. (Please see the chart 
below). Anticipated increases in earnings and employment in the second half of 2021 and in 2022 are also 
expected to replace the temporary federal stimulus payments as they expire.  
 
 
 

Total Household Debt at Lowest Level relative to Gross Disposable Income since Q1 1995 
 

 
 
 
 
While disposable personal income is a useful measure of consumer debt carrying capacity, it is not the only 
measure. The Household Financial Leverage ratio is the ratio of total financial obligations to total financial 
assets. It measures total debt relative to total financial asset wealth from stocks, bonds and other financial 
assets. (The Household Financial Leverage ratio does not include real estate.) This ratio of debt-carrying 
capacity is at 15.7% in the first quarter of 2021, its lowest since the fourth quarter of 1972. (Please see the 
chart below). The ratio has generally remained on a strong declining trend since the Great Recession of 
December 2007 – June 2009. The average consumer has plentiful capacity to increase spending in the 
coming year, and potentially in the coming years, depending on the sustained strength of financial markets.  
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Household Financial Leverage Ratio: Lowest since Q4 1972 
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Forecast Summary Table 

Key Economic Indicators 

August 24, 2021 

 272019 20120208 202021*19 202022*20* 

Total Real GDP Annual Growth Rates 
2012 Chained Dollars 

2.3% -3.4% 6.0% 3.7% 

     

Consumption  2.2% -3.8% 8.3% 3.8% 

Non-Residential Fixed Investment  4.4% -5.4% 8.1% 5.2% 

Residential Fixed Investment -0.9% 6.8% 11.4% 3.7% 

Exports -0.1% -13.6% 5.0% 6.5% 

Imports 1.2% -8.9% 13.7% 7.0% 

Government Purchases 2.2% 2.5% 1.8% 4.1% 

Change in Private Inventories  
(Billions 2012 Chained Dollars) 

$75.2 $-42.3 -$33.6 $27.5 

     

Nominal GDP 
Current dollars  

4.1% -2.2% 9.8% 7.1% 

     

Consumer Price Index for Urban Consumers 
(CPI-U) – Average Annual Rate 

1.8% 
 

1.2% 4.0% 3.5% 

     

Federal Funds Rate Target 
Year-end range  

1.50% to 
1.75% 

0.00% to 
0.25% 

0.00%     to 
0.25% 

0.50%          to  
0.75% 

     

10-year Treasury Note 
Year-end interest rate yield  

1.92% 0.93% 1.8% 2.7% 

     

National Income Pre-tax Corporate Profits  
Average annual growth rate 

2.7% 
 

-5.2% 16.1% 
 

4.5% 

     

Net New Average Monthly Non-Farm Payrolls 
(Thousands of Workers)  

178K -785K +600K 
 

+150K 

Unemployment Rate – Year End 3.6% 6.7% 4.5% 4.4% 

     

Trade-Weighted Dollar Index (Jan. 2006 = 100) 
Year-End Source: Federal Reserve 

114.67 111.56 111.0 107.0 

• Historical Data Sources: Haver Analytics, Federal Reserve, Factset Inc., and other sources noted in text.  

* Forecasts: Huntington Investment Management of the Private Bank, Division of Huntington National Bank 
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The Huntington National Bank is Member FDIC. ⬢®, Huntington®, ⬢Huntington® and Huntington Private Bank® are federally registered 
service marks of Huntington Bancshares Incorporated. ©2021 Huntington Bancshares Incorporated. 

 

This publication contains general information. The views and strategies described may not be suitable for all investors. Any forecasts 
presented are for illustrative purposes only and are not to be relied upon as advice or interpreted as a recommendation. Individuals 
should consult with their investment adviser regarding their particular circumstances. This material has been prepared for 
informational purposes only, and is not intended to provide, and should not be relied on for, accounting, legal or tax advice. 
Contents herein have been compiled or derived in part from sources believed reliable and contain information and opinions that are 
accurate and complete. However, Huntington is not responsible for those sources and makes no representation or warranty, express 
or implied, in respect thereof, and takes no responsibility for any errors and omissions. The opinions, estimates and projections 
contained herein are as of the date of this publication and are subject to change without notice. This material is not intended as an 
offer or solicitation for the purchase or sale of any financial instrument. Investing in securities involves risk, including possible loss of 
principal amount invested. Past performance is no guarantee of future results.  
 
International investing involves special risks including currency risk, increased volatility of foreign securities, political risks, and 
differences in auditing and other financial standards. Prices of emerging markets securities can be significantly more volatile than 
the prices of securities in developed countries and currency risk and political risks are accentuated in emerging markets.  
 
Bonds are affected by a number of risks, including fluctuations in interest rates, credit risks, and prepayment risk. In general, as 
prevailing interest rates rise, fixed income securities prices will fall. Bonds face credit risk if a decline in an issuer’s credit rating or 
credit worthiness, causes a bond’s price to decline. 
 
Huntington Private Bank® is a team of professionals dedicated to delivering a full range of wealth and financial services. The team is 
comprised of Private Bankers, who offer premium banking solutions, Wealth and Investments Management professionals, who 
provide, among other services, trust and estate administration and portfolio management from The Huntington National Bank, and 
licensed investment representatives of The Huntington Investment Company, who offers securities and investment advisory 
services. Huntington Private Bank® is a federally registered service mark of Huntington Bancshares Incorporated. 
 
The Huntington Investment Company is a registered broker dealer, member FINRA/SIPC, and a registered investment adviser with 
the U.S. Securities and Exchange Commission (SEC). The Huntington Investment Company is a wholly owned subsidiary of 
Huntington Bancshares Incorporated.  
 
Insurance products are offered by Huntington Insurance, a subsidiary of Huntington Bancshares Incorporated and underwritten by 
third party insurance carriers not affiliated with Huntington Insurance.  
 
Trust and investment management services are provided by The Huntington National Bank, a national bank with fiduciary powers. 
The Huntington National Bank is a wholly owned subsidiary of Huntington Bancshares Incorporated.  
 
Investment, Insurance and Non – Deposit Trust products are: NOT A DEPOSIT • NOT FDIC INSURED • NOT GUARANTEED BY THE 
BANK • NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY • MAY LOSE VALUE  
 


