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The Big Boom in Health Care as Boomers Age
By DANONE SIMPSON
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The Economy Picks Up Steam
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A. Gary Anderson Center for
Economic Research at Chapman
University recently released the
results of its 38th annual economic forecast for the U.S., California and Orange
County. The forecast was presented to
about 1,500 business leaders at a conference held at the Segerstrom Center for
the Arts in Costa Mesa. Following are
highlights of the forecasts.
he

2016 U.S. Forecast
• While the short-run impact of the
sharp drop in crude oil prices was negative in 2015, the Anderson Center’s
econometric model clearly points to positive effects emerging in 2016. Specifically,
the model suggests that every one dollar
decrease in the price of crude oil will
increase real GDP by 0.03 percent three
quarters later.
• Consumer spending, which
accounts for about 70 percent of GDP,
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will be the major engine of growth in
2016. The Anderson Center forecasts
low gasoline prices, low debt levels and
continued gains in household wealth
keeping consumer spending growth near
three percent.
• A moderate pickup in export growth
is expected in 2016 as the European and
Asian markets improve. But because of
the sharp increase in the value of the U.S.
dollar, exports will definitely not be the
growth machine it was during the early
stages of the current recovery.
• The downward drift in the ISM Manufacturing Purchasing Managers Index
to a recent level of 50 points to weak
growth. But stronger growth in IT will
lead to a pickup in investment spending to almost five percent. The fact that
inventories of unsold homes are at historically low levels also augurs well for a
strong housing market. Housing starts are
forecasted to continue increasing but at

a lower rate of growth. This suggests that
housing will continue to be an engine
of growth, but our projection calls for a
slight deceleration.
• For the first time since the strong fiscal stimulus during the early stages of the
current recovery, government spending
is expected to be a positive force. Government purchases are forecasted to increase
about $63 billion in 2016, adding about
0.4 percent growth in real GDP.
• Overall, The Anderson Center is
forecasting real GDP to grow at a 2.8
percent rate in 2016. Real GDP growth
of 2.8 percent is expected to generate
enough job growth and pressure on
wages to push inflation above two percent by mid-2016.
• The Anderson Center believes the
pickup in real GDP growth, coupled with
some buildup in inflationary pressure,
should lead the Fed to increase the Fed
funds rate by about 100 basis points

through 2016. This will lead to a similar
increase in the 90-day Treasury bill rate.
• The most recent statistics released by
the Employment Development Department (EDD) show payroll employment in
California at 16,199,000, about 745,000
above the peak achieved prior to the
recession.
• The most recent statistics released by
the Employment Development Department (EDD) show payroll employment in
California at 16,199,000, about 745,000
above the peak achieved prior to the
recession.
The A. Gary Anderson Center for Economic
Research (ACER) was established in 1979 to
provide data, facilities and support in order
to encourage the faculty and students at
Chapman University to engage in economic
and business research of high quality, and to
disseminate the results of this research to the
community.
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