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Economic Report of the President

April 13
To the Congress of the United States:

In the inaugural year of my Administration, we’ve laid the groundwork to make
the American economy great again. My policies—including landmark tax cuts,
record deregulation, renewed trade deals, and secure borders—unleash lasting
job creation and drive business expansion. By revitalizing the economy and
making America the best place in the world to start and grow a business, my
Administration is succeeding in making life better for the average American
family. This Report will detail some of the policies and goals of my second term
so far.

My Administration, and the American people, inherited an underper-
forming economy. Under Biden, inflation hit 40-year highs and real wages
shrank substantially for the typical worker. Although some saw their paychecks
increase, inflation eroded purchasing power, hitting lower earners the hard-
est. Meanwhile, seemingly strong job growth was bolstered by government
and adjacent sectors, and paid for by the taxpayer. The first summer after |
assumed office, Americans faced the prospect of the largest tax hike in his-
tory. Uncontrolled illegal immigration inflated the price of housing and lowered
real wages for Americans—all while burdening taxpayers with hundreds of
billions of dollars in benefits paid to these illegal immigrants annually. During
my Presidency, Democrats in Congress allowed federal government funding to
lapse, causing significant economic harm.

So far, we have averted and alleviated these problems. My Administration
and Republicans in Congress passed the One Big Beautiful Bill Act (OBBBA), the
largest tax cut in American history. For the second time, | passed landmark tax
legislation helping workers and businesses to flourish and spark an investment
boom. Passed in my first term, the Tax Cuts and Jobs Act (TCJA) succeeded in
delivering an additional 2.5 percent of real GDP growth and a $4,992 increase
in average real wages compared to CBO baseline estimates. The OBBBA not
only cemented key TCJA provisions, but also delivered more wins the American
people voted for.

The CEA estimates that, in the first four years of implementation, OBBBA
will increase real GDP by 4.6 to 4.9 percent, which equates to about 1.1 to 1.2
percent higher average growth per year. Strong fundamentals demonstrate our
progress towards this goal.
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Permanently extending lower tax rates and full expensing of capital
investment eases obstacles to business formation and expansion. These and
other relevant provisions are estimated to increase inflation-adjusted (real)
investment by 7.3 to 10.2 percent in the first four years of implementation.
This investment will drive more and better jobs for Americans, higher wages,
and enhanced competitiveness in the global arena. In 2025, real nonresiden-
tial business fixed investment increased 5.5 percent, significantly exceed-
ing the 3.7 percent pace recorded in the final two years of the previous
Administration. Some of this investment is incentivized to occur within my
landmark Opportunity Zones, which draw businesses to overlooked pockets
of our nation.

| pledged and delivered no tax on tips, no tax on overtime, and tax relief
for seniors through the OBBBA. In addition to this targeted relief, families
will continue to receive a doubled Child Tax Credit, and all taxpayers will
benefit from lower tax rates relative to TCJA expiration. In addition to this
immediate relief, the OBBBA will generate long-run gains for Americans.
After four years, OBBBA will boost average annual real wages $4,000 to
$7,200 per worker across all industries and demographics, corresponding
to §7,600 to $10,900 higher annual after-tax-take-home pay for a typi-
cal family with two children. These gains will support American workers in
recovering the roughly $3,000 in spending power they lost during the pre-
vious Administration. To give the next generation a stake in the American
economy, the OBBBA will provide every American child born from 2025-
2028 a Trump Account worth $1,000, to which their parents, their parents’
employers, and philanthropists can contribute.

When combined with deregulatory policies and tariffs, this monumen-
tal legislation will substantially reduce the deficit. The TCJA demonstrated
that instead of levying higher taxes on a slow-growing economy, we can
collect greater revenues at lower rates from a faster-growing one. By grow-
ing the economy, our policies will decrease federal debt to 94 percent of
GDP versus a 117 percent TCJA-expiration baseline over a 10-year budget
window. In the long term, this sounder fiscal path will deliver lower interest
rates, more affordable housing, reduced inflation, and lasting economic
stability for American families.

My Administration is right-sizing the Federal workforce and clamp-
ing down on waste, fraud, and abuse. In the final two years of the Biden
Administration, the public sector drove over 25 percent of job growth. In
my Administration to date, the private sector has accounted for the over-
whelming majority of net nonfarm job growth, helping to put the economy
on a sustainable trajectory. Due to this and other cost-saving initiatives, the
Federal deficit is down $362 billion in 2025 compared to 2024.

Excessive regulation, often imposed by unelected bureaucrats, stifles
growth and raises the cost of living for Americans. My Administration is

4 | Economic Report of the President



committed to removing 10 regulations for each new regulation imposed,
with many agencies exceeding this goal. The American people will continue
to hear about deregulation throughout this Report and throughout my
Administration as the Federal Government steps out of the way of American
prosperity.

A number of these deregulatory actions target the energy sector.
Misguided energy policies have increased costs and created unnecessary
barriers to business and innovation. My Administration pursues an agenda
of energy abundance. We need more energy and are committed to deliver-
ing it. Accordingly, my Administration has aggressively removed red tape,
reduced permitting timelines, and ended the preferential treatment of
intermittent energy sources over dispatchable energy. These reforms help
deliver abundant energy precisely when America needs it—now. Energy is a
critical input to virtually every good and service we produce; its abundance
is critical to the competitiveness of our businesses and our national security.

For decades, Americans have been resigned to an unfair position
in international markets. Once the foremost manufacturing nation in the
world, we have ceded many of our industries and jobs to other countries. We
offered access to our market in the name of “free trade,” while other nations
engaged in unfair trade practices, tariffed our goods to protect their own key
industries, and pursued nonmarket practices. As a result, Americans have
lost not only access to important manufacturing jobs, but control of some
industries critical to our national security.

Tariffs have already catalyzed trade deals that substantially open for-
eign markets to American firms and aim to close our persistent trade deficit.
These trade deals are broad and deep. Some have contributed to the trillions
of dollars of new pledged investment into the United States, while others
have lowered existing tariffs and nontariff barriers on U.S. exports and even
worked to dismantle the epidemic flow of fentanyl into our country. These
agreements work toward an overarching aim: to bring about more advanta-
geous and sustainable trade in the long term.

Under the previous Administration, millions of illegal immigrants were
permitted to cross our borders. Record flows of illegal immigrants depressed
wages for Americans, inflated the demand for housing, and drained the
welfare system. My Administration has closed the border, reducing illegal
border crossings to effectively zero, and continues to reverse the economic
damage imposed on American taxpayers and communities as a result of
unfettered immigration.

The full suite of my policies is invigorating our economy and making
life more affordable for Americans. My trade policy now incentivizes com-
panies to invest, manufacture, and hire in America—a goal made possible by
pro-growth tax policies, diminishing red tape, and abundant energy.
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In just the first year, we have enacted far-reaching reforms whose full
benefits will compound over this term and beyond. As they do, | will work tire-
lessly to continue to deliver wins for Americans, and to put Americans First. The
policies and successes outlined in the Report that follows demonstrate how we
can make America great again.

The White House
April 2026
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Letter of Transmittal

Council of Economic Advisers
Washington, April 13,2026
Mr. President:

The Council of Economic Advisers herewith submits its 2026 Annual
Report in accordance with the Employment Act of 1946, as amended by the Full
Employment and Balanced Growth Act of 1978.

Sincerely yours,

Chairman

el XX

Aaron Hedlund
Member
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Chapter1

The Economic and Fiscal Benefits of
the One Big Beautiful Bill Act

Passed on July 4, 2025, the One Big Beautiful Bill Act (OBBBA) builds upon the
2017 Tax Cuts and Jobs Act (TCJA) from President Trump’s first Administration.
It does so by making the TCJA’s reduced tax rates and increased deductions
permanent while also expanding its provisions for full expensing of investments.
Simultaneously, the OBBBA contains provisions that reduce government spend-
ing. This chapter’s economic and fiscal analysis of the key tax and spending
provisions of the OBBBA demonstrates that the law will meaningfully boost
economic growth, increase workers’ paychecks, and bend the arc of national

debt in a more sustainable direction.

The Successful Legacy of the 2017 Tax Cuts and Jobs Act

economy. The TCJA enacted broad-based tax cuts for households and

businesses to boost growth driven by the private sector, provide better
and more abundant employment opportunities, raise wages, and increase after-
tax take-home pay. Specifically, the TCJA cut the U.S. corporate tax rate from
35 to 21 percent, bringing what had previously been the highest corporate tax
rate among Organization for Economic Cooperation and Development nations
down to internationally competitive levels. In addition, the TCJA lowered taxes
on pass-through businesses, partly by reducing the personal income tax rate
and partly by enacting a 20 percent deduction for pass-through businesses. Full
expensing of equipment investment was also introduced by the TCJA, incen-
tivizing all types of businesses to build up their productive capacity. Individual
taxpayers also benefited from cuts in the personal income tax rate, in addition
to a near-doubling of the standard deduction and a doubling of the child tax
credit. Although the TCJA made a number of provisions permanent, includ-
ing the 21 percent corporate tax rate, several important elements of the TCJA

T he 2017 Tax Cuts and Jobs Act was born out of a need to revitalize the
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Figure 1-1. Post-TCJA GDP Growth Has Outperformed Forecasts
Index: 2017:Q1 = 100
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Sources: Bureau of Economic Analysis; Federal Reserve Board of Governors; CBO; CEA
calculations.

Note: CBO = Congressional Budget Office; FOMC = Federal Open Market Committee. Real
GDP values are indexed to 2017:Q1; FOMC and CBO forecasts originally are presented in
growth rates and are turned in to nominal values and indexed to 2017:Q1.

were slated to expire. Among these expiring elements were lower tax rates for
individual and pass-through business income, the enhanced standard deduc-
tion for individuals, the 20 percent deduction for pass-through income, and full
expensing of equipment.

The economic policies of the first Trump Administration proved suc-
cessful, yielding higher economic growth and lower unemployment rates than
projected by the Congressional Budget Office (CBO) in January 2017 and by
the Federal Open Market Committee (FOMC) in December 2016, as displayed
in figures 1-1and 1-2. These supply-expanding policies also kept inflation con-
tained near the Federal Reserve’s 2 percent target.

Highlights of the macroeconomic strength of the prepandemic period
include:

» Overall real workers’ earnings growing roughly twice as fast: From Janu-
ary 2017 to February 2020, relative to the post-Great Recession period
from July 2009 to December 2016 during the Obama Administration, real
wages grew roughly twice as fast, outperforming expectations.

» Workers at the bottom benefiting most: After experiencing near-zero
growth in that 2009-16 period, workers in the bottom 10 percent of the
income distribution experienced earnings growth more than twice as fast
as those in the top 10 percent.

* Income for the typical family rising by the highest level on record: Real
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Figure 1-2. The Post-TCJA Unemployment Rate Has
Outperformed Forecasts
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Figure 1-3. Cumulative Real Growth in Total Tax Revenue,
2017-24
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income jumped by $6,400 in the year after the TCJA passed, the highest
yearly increase on record.

» Poverty reaching record lows: The strong economy lifted nearly 7 million
people out of poverty through 2019, leading to the lowest recorded pov-
erty rate since data on the topic first became available in 1959.
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The TCJA was also fiscally sound, despite some claims to the contrary.
In April 2018, soon after passage of the TCJA, the CBO forecasted that growth
in real tax revenues through 2024 would be about 4 percentage points ($1.1
trillion) lower than without the TCJA. However, as shown in figure 1-3, this was
not the case. Instead, the economy under the TCJA achieved the same level of
revenue in 2024 as what the CBO forecasted if TCJA was not enacted and taxes
remained at their prior higher levels. This was accomplished through higher
gross domestic product (GDP) growth and stable revenues as a share of GDP.
Revenue as a share of GDP was 17.1 percent in 2024, just as it was in 2017 before
the TCJA.

The One Big Beautiful Bill Act: Avoiding the Largest Tax Increase Ever

The One Big Beautiful Bill Act (OBBBA) makes permanent some of the key
features of the TCJA and adds further pro-growth provisions. Some of its key
components include:

* Permanent extension of lower tax rates for small businesses from the
TCJA, including the 20 percent deduction for pass-through business
income;

* Permanent full expensing for equipment;

* Permanent full expensing for research and development (R&D);

* Temporary full expensing for new factories;

* Permanent extension of lower individual tax rates and higher individual
deductions from the TCJA;

e Temporary noincome tax on overtime, no income tax on tips, and tax
relief for seniors; and

* Permanent extension and enhancement of Opportunity Zone incentives
in distressed areas.

Without the OBBBA, key parts of President Trump’s 2017 tax cuts would
have expired, leading to a $4 trillion tax hike over 10 years, the largest nominal
increase in history, inflicting serious damage on the U.S. economy. The CEA
estimates that if the TCJA had expired and the OBBBA had not been passed, the
level of U.S. real GDP would have been about 4 percent lower after 4 years. This
would have led to about 6.1 million fewer full-time-equivalent jobs due to less
hiring and increased layoffs. Lower long-run GDP resulting from this recession
would have produced more than $4 trillion in deficits due to a smaller tax base
and more government spending on unemployment insurance and other safety
net programs.

According to the CEA’s analysis, this downturn would have been driven by
two key factors. First, higher tax rates and lower deductions for pass-through
businesses would slow small business creation, growth, and hiring. Second,
these businesses would be hit by reductions in spending on their products, as
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consumers would need to contend with higher tax rates and lower deductions
on individual income. Altogether, these would exacerbate increased business
closures and layoffs along with reduced job creation.

The most vulnerable people would have borne the brunt of this hard-
ship. Low-income communities would lose investment, jobs, and housing as
Opportunity Zones lapsed. Youth, minorities, and workers with less educa-
tion tend to see the worst labor market outcomes during recessions (Bell and
Branchflower 2011; Boulware and Kuttner 2024; Ozkan and Sullivan 2025). Even
after recessions are over, they also tend to have the longest-lasting effects on
these groups, in the form of persistently lower wages and higher mortality rates
(Finkelstein et al. 2025; Schwandt and von Wachter 2023). In sum, the most
vulnerable would have been most affected.

Benefits of the OBBBA for Blue-Collar Workers

The OBBBA's tax cuts represent a continuation of the tax policies that were
instrumental in creating prosperity during the first Trump Administration. In
addition to renewing key TCJA provisions, the OBBBA creates new incentives to
grow America’s domestic manufacturing base. Furthermore, it delivers targeted
relief to those workers most affected by the lingering results of the high inflation
during the Biden Administration. According to an analysis by the CEA (2025a):

« Notax on tips is projected to save the average tipped worker about $1,675
per year, and no tax on overtime will save the average overtime worker
between $1400 and $1,750 per year (CEA 2025d).

» These substantial savings are targeted to workers who are more eco-
nomically fragile. Recent data show average overtime workers’ earnings
are about $73,000; the average tipped worker earns $41,000. Both these
numbers are below the average income of all full-time workers.

e Temporary full expensing for new factories and lower tax rates on do-
mestic manufacturing is projected to enhance America’s industrial base
and boost economic opportunity for workers with and without a college
degree.

* Enhanced Opportunity Zone incentives are projected to help drive more
than $100 billion in investment, create more than 1 million new jobs, and
lead to hundreds of thousands of new homes in distressed communities,
especially inrural areas.

Furthermore, the Joint Committee on Taxation (2025a) finds that the
percentage decline in Federal taxes is smaller for the top 1 percent under the
OBBBA, causing the top 1 percent to shoulder a greater share of total Federal
taxes.
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Pillar One of the OBBBA: Business Tax Provisions to Unleash American Investment

To quantify the effects of the OBBBA'’s business tax provisions, the CEA utilizes
a model of the user cost of capital (UCC). This model is an extended version
of the UCC model employed by the CEA in 2017, which accurately estimated
the effects of the TCJA. Intuitively, lower taxes and more generous expensing
provisions reduce the cost of purchasing additional capital such as machinery
or factories. This leads businesses to buy extra capital, which in turn gener-
ates extra output. More formally, the model is based on research by Auerbach
and Hassett (1992) and is capable of considering the dynamic effects of both
temporary and permanent policy changes. The UCC model is further enriched
with four separate capital stocks (equipment, structures, intellectual property,
and residential) and two separate sectors (C-corporate and pass-through). This
enables analysts to consider the key tax rate provisions of the OBBBA (which
differ for C-corporations and pass-throughs) and its key expensing provisions
(which differ by type of capital). For illustrative purposes, in the case of perma-
nent policy changes only, UCC is calculated as follows:

1-— TS)'i
UCCis = +8) ——,

S

where ris the interest rate, § is the depreciation rate for capital of type i, tis the
tax rate on businesses in sector s, and A is the net present value of deprecia-
tion allowances for capital of type i. UCC can be calculated under a variety of
scenarios, including a scenario where the TCJA’s nonpermanent provisions are
allowed to lapse and one where the OBBBA has been passed. These are the two
that most are relevant for determining the effects of the OBBBA’s passage.
The key parameter in such a model is the UCC’s elasticity of investment,
which specifies the percent change in investment resulting from a given change
in the user cost of capital. A UCC elasticity of -1is used. In addition to being the
neoclassical benchmark, this number is consistent with empirical estimates of
the elasticity and is the same elasticity used by the CEA in 2017 in estimating the
effects of the TCJA. The CEA (2018) discusses this parameter choice in detail.
To make this more concrete, consider a specific numerical example.
Suppose C-corporations experience no change in tax rates but have full
expensing of their equipment investment restored. Relative to a baseline where
full expensing completely lapses, it is possible to calculate the resulting change
in C-corporate equipment investment as shown here. In this case, t_ = 0.253
represents the 21 percent C-corporate tax rate plus the 4.3 percent average
State tax rate. And A, = 1 represents full expensing of equipment, whereas A, =
0.85 represents the net present value of the Internal Revenue Service’s depre-
ciation allowances for equipment in the absence of full expensing. C-corporate

28 | Chapterl



investment in equipment thus increases about 4.8 percent as a result of this
change:

1-(0.253)*1 1-(0253)+ 0.85)/(1 — (0.253) % 0.85

Al,, = AUCC, , = —1
ec ec * ( 1= (0.253) 1— (0.253) 1—(0.253)

) = 4.8%

The increased investment resulting from reduced user costs gradually
builds up the capital stock to a new level, which leads to GDP increasing to a new
steady state level over time as well. The conversion of additional capital of each
type into additional aggregate output is determined by the income share of each
type of capital, data which are available in the Multifactor Productivity Tables
produced by the Bureau of Labor Statistics. For illustrative purposes, continu-
ing with the previous example, in the long run, the additional capital increases
GDP by AY = w a Al = 0.18 percent, where q, is the share of GDP accruing to
equipment, and w_ is the share of the capital stock held by C-corporations. Note
that, to consider the total effects of full expensing of equipment, it is necessary
to sum this effect with the effect through the pass-through sector. The CEA
(2025b) describes the methodology, assumptions, and data inputs to the model
in greater detail in its methodological appendix.

To compute effects on wages, the CEA relies on an elasticity of wages
with respect to tax rates on pass-through business income from Risch (2024).
Additionally, following the approach taken by the CEA in 2017 in estimating the
effects of the TCJA’s passage, a range of elasticity of wages with respect to the
corporate income tax rate is used, with the lower estimate coming from Azémar
and Hubbard (2015) and the upper estimate from Felix (2007). Again, the meth-
odological appendix of CEA (2025b) describes the approach in greater detail.

Low Tax Rates for Main Street Businesses

The CEA first studies the effect of extending the low tax rates for businesses
that were set to expire. These include the individual rate cuts applicable to
pass-through business owners, the 20 percent deduction for pass-through
income (section 199A), and the current tax rates for global intangible low-taxed
income and foreign-derived intangible income.” Allowing these provisions to
expire, and the resulting reversion of rates to higher levels, would have created
significant disincentives for economic activity.

The CEA finds that, compared with the TCJA’s expiration, these OBBBA
provisions raise investment by 0.9 to 2.7 percent and boost real GDP by 0.1
to 0.2 percent during the first four years. They raise investment by 1.3 to 3.0
percent and boost real GDP by 0.2 to 0.4 percent during the 10-year budget

"While the OBBBA provides for a small increase in the foreign-derived intangible income and
global intangible low-taxed income tax rates, it makes favorable changes to the calculation of
this income that offset the slightly higher tax rates.
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Table 1-1. The One Big Beautiful Bill Act’s Macroeconomic and
Fiscal Effects: Lower Tax Rates for Small Businesses

Investment (%) Level of GDP (%) Annual wage (dollars)
4-year 10-year Year 4 Year 10 Year 4 Year 10
2,331 to 2,427 to

0.9to2.7 1.3t0 3.0 0.1t00.2 0.2t0 0.4 3.947 4.123

Source: CEA calculations.

window. The provisions raise real wages by about $2,300 to $4,000 after four
years, as shown in table 1-1.2

Expensing Provisions to Incentivize Investment

The CEA also analyzes the permanent full expensing of equipment investment
and R&D incorporated in the OBBBA, along with the temporary four-year provi-
sion for full expensing for new factories. In each of these cases, full expensing
reduces up-front costs and frees up cash flow to enable businesses to make
critical investments in expanding capacity and driving innovation. Workers
ultimately benefit from the resulting higher productivity and stronger labor
demand driven by these additional investments.

The CEA finds that the permanent full expensing of equipment and R&D
boostsinvestment permanently by 2.7 to 3.2 percent, with GDP initially climbing
by 0.2 to 0.3 percent during the first four years, and ultimately ending up 0.4 to
0.5 percent higher at the end of the 10-year budget window. During the first four
years, these provisions cause wages to rise by about $1,100 to $2,300, with the
wage effect growing to a range of about $1,250 to $2,500 after 10 years.

Temporary factory expensing leads to an investment surge of 3.1 to 3.8
percent during the first four years, adding another 0.1to 0.2 percent to GDP and
raising wages by about $500 to $900, with the wage effect gradually fading over
time after the expiration of the provision (table 1-2).

The CEA finds that, when combined, all the business tax provisions in the
OBBBA will generate an increase in investment of 6.7 to 9.7 percent during the
first four years, with GDP 0.4 to 0.6 percent higher and average annual wages
about $3,900 to $7,100 higher at the end of that period. Over a 10-year horizon,
these provisions will increase investment by 5.2 to 7.7 percent, and GDP will be
0.7 to 1.0 percent higher. Average annual wages will increase by about $4,200
to $7,400 (table 1-3). (Also see box 1-1.)

2 These estimates differ very slightly from those in CEA (2025b) because the model has been
enriched to consider a more realistic baseline. The baseline here is gradual TCJA expiration, as
would have occurred under the pre-TCJA current law (lower rates persist in 2025 but expire

in 2026; bonus depreciation on equipment at 40 percent in 2025, 20 percent in 2026, and O
percent in 2027 and onward). Subsequent sections of this chapter rely on the same baseline.
The baseline in CEA (2025b) was immediate TCJA expiration.
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Table 1-2. One Big Beautiful Bill Macroeconomic and Fiscal Effects:
Full Expensing Provisions

Investment (%) Level of GDP (%) Annual wage (dollars)
4-year 10-year Year 4 Year 10 Year 4 Year 10

Permanent full equipment and R&D expensing

1,104 to 1,253 to

271t03.2 271t03.2 0.2t00.3 04t00.5 2,288 2463

Temporary full factory expensing

3.1t03.8 1.2t01.5 0.1t00.2 0.1 510to 883 486 to 854

Source: CEA calculations.

Table 1-3. The One Big Beautiful Bill Act’s Macroeconomic and
Fiscal Effects: Business Provisions Combined

Investment (%) Level of GDP (%) Annual wage (dollars)
4-year 10-year Year 4 Year 10 Year 4 Year 10
3,945 to 4,166 to

6.7 t0 9.7 52t07.7 041t00.6 0.7t0 1.0 7118 7439

Source: CEA calculations.
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Box 1-1. Analysis from the CEA’s Nonlinear Model

To validate these results, the CEA also employs a more sophisticated
nonlinear model. In this model, each firm owns stocks of capital (in
structures, s; equipment, e; and intellectual property, p) that are used to
make output. Each period, firms must choose how much of each type
of capital to own in the next period. The firms, however, face a cost of
adjusting their stocks of capital upward or downward. Their choices for
optimal capital stocks in the next period can be characterized as the
solution to this problem:

V(K Ko, K,) = max{(1 — 7)Y
i " ,
— (1 -1 2D |K.— (1 = 8)K, + =K, ( 1)
2\ K,
¢

[ 2
- (1= 7)) [K) = (1= 8K, + K, (Ke 1) ]

. s K )
(1=t ) K, - (1-6,)K, + =K, (—”— 1) ]

_ 2 K,
+ﬁVt+1(K;,Ke,,K1;)},

subjectto 0 < K].’ -(1- 8].)1(]. forj = {s, e, p}, where

* Yisthe output of the firm, set to be Y = z(K.*, K *, KP“P)".
V(KS, K, Kp) is the value of the firm when it enters the period
with capital stocks of quantities K, K, K.
K/, K/ K arethe capital stocks for the firm next period, chosen
this period.
T, is the tax rate paid by the firm.
A% AS AP are parameters that control the degree to which
investment of each type can be expensed.
B is the discount rate on future values.

To match the model to the data, two types of firms are allowed
for: C-corporations and pass-through entities. These firms solve
the same problem but face different tax rates, so their solutions will
vary. Setting ¢ = 8 delivers a one-period elasticity of investment with
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respect to a permanent change in the user cost of -1.1 (i.e., roughly in
accord with the UCC elasticity used in the preceding UCC model). The
CEA calibrates the model with the relevant policy parameters (t_ for
C-corporations and pass-throughs and A_ for each variety of capital)
under both the scenario where the TCJA had expired and the scenario
where the OBBBA is law. Additional parameters in need of calibration
are the capital income shares for each category of capital, which can be
obtained from the Bureau of Labor Statistics’ Multifactor Productivity
tables, and the relative size of the C-corporate and pass-through sec-
tors, which can be obtained from IRS data on statistics of income.

These, too, are the same sources as used for the preceding UCC
model. The model is then solved numerically. Finally, effects on overall
GDP can be determined by adjusting downward to account for the
fact that the increases in output yielded by the model apply only to the
C-corporate and pass-through sectors, not to government or private
households, which account for about one-quarter of overall GDP
(table 1-i).

The results are broadly in line with the UCC model used for the
CEA’s main estimates. The business tax provisions of the OBBBA
increase GDP by 0.4 to 0.5 percent after 4 years (compared with 0.5
to 0.7 percent) and by 0.8 to 1.0 percent after 10 years (compared with
0.7 to 1.0 percent). In other words, the more sophisticated nonlinear
model bears out the CEA’s main estimates.

Table 1-i. One Big Beautiful Bill Macroeconomic and Fiscal
Effects: Nonlinear Model (All OBBBA Business Tax Provisions)

Investment (%) Level of GDP (%)
4-Year 10-Year Year 4 Year 10
6.7t07.3 48t054 0.4t00.5 0.8t0 1.0

Source: CEA calculations.
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Pillar Two of the OBBBA: Individual Tax Relief

The OBBBA extends and strengthens the larger child tax credit and standard
deduction of the TCJA while also providing new relief in the form of no income
tax on overtime, no income tax on tips, and tax relief for seniors who are often
reliant on fixed-income streams. The CEA quantifies the economic impact of
these measures by following the same methodology from its May and June
2025 reports. Specifically, the CEA’s analysis takes into account the perma-
nent increase in GDP owing to stronger labor supply, along with the short-run
demand-side boost to GDP from households raising their consumption in
response to higher take-home pay. The labor supply effects are estimated
using elasticities from work by Chetty, Manoli, and Weber (2011). The short-run
demand-side boost is estimated through a multiplier effect with a value of the
multiplier implied by an MPC of 0.4, consistent with, among others, Auclert,
Rognlie, and Straub (2024); Kaplan and Violante (2022); and Carroll and col-
leagues (2017). We note that this approach yields a more modest multiplier than
typical directly estimated tax cut multipliers, as reviewed in Ramey (2019).

Making Permanent and Strengthening the TCJA's Individual Tax Relief

Extending the low tax rates and the larger standard deduction from the TCJA
increases the incentive to work, which boosts labor supply and permanently
raises GDP. In addition to preventing the standard deduction from reverting to
pre-TCJA levels, the OBBBA raises the standard deduction between 2025 and
2026 by a further $1,000 for single filers and $2,000 for married filing jointly
(Senate Finance Committee n.d.). Rather than letting the child tax credit get
cut in half from $2,000 to its pre-TCJA value of $1,000, the OBBBA increases
the child tax credit even further and indexes it to inflation, bringing the child tax
creditto $2,200 per child. Importantly, the OBBBA also maintains earned income
requirements for the refundable portion of the child tax credit, which strength-
ens the incentive for households to have at least one gainfully employed worker.

The CEA finds that, relative to the TCJA’s expiration, these provisions
raise the level of real GDP by 3.9 percent over the first four years, permanently
boosting take-home pay by about $2,340 for a typical family with two children.
In the long run, real GDP is 1.7 percent higher because of these provisions (CEA
2025b).

No Tax on Tips, No Tax on Qvertime, and Tax Relief for Seniors

The OBBBA, however, goes beyond just extending the TCJA’s individual tax
provisions. It additionally enacts no tax on overtime, no tax on tips, and tax relief
for seniors over a four-year period.

Currently, a worker with overtime pays taxes both on his or her base pay
and the premium from working overtime. The OBBBA eliminates the income
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tax on the overtime premium for most overtime workers. For example, suppose
an hourly worker earning $20 an hour gets paid $30 an hour for overtime hours
(the $20 base rate plus a $10 premium). This worker would pay no tax on the $10
premium per hour he or she earns when working overtime. The CEA finds that
this change will cause overtime workers to increase their overtime hours by 4.7
percent, leading to a 0.2 percent increase in aggregate labor supply while the
provision is in effect. The CEA estimates that the average overtime worker will
receive a tax cut of between $1,260 and $1,400 per year.?

Toestimate theimpactof notax ontips, the CEA uses the Joint Committee
on Taxation’s revenue estimate of tip exemption from the OBBBA and the num-
ber of tipped workers according to the Statistics of Income W-2 tabulations
(Joint Committee on Taxation 2025b; Internal Revenue Service n.d.). Based on
these sources, the CEA finds that no tax on tips will increase average take-home
pay for tipped workers by $1,300 a year.

The OBBBA includes a generous $6,000 bonus deduction for seniors.
Using the Joint Committee on Taxation’s revenue score for this provision and
estimates from the Department of the Treasury provided to the CEA on the
number of qualifying seniors who would likely benefit from the provision, the
CEA finds that the bonus senior deduction will increase the average take-home
pay for each qualifying senior person by about $670 a year (Joint Committee on
Taxation 2025b).

The provisions for no tax on overtime, no tax on tips, and senior tax relief,
along with the OBBBA'’s provision making auto loan interest tax-deductible,
boost GDP by 0.3 to 0.4 percent while they are in effect (table 1-4).

A Deeper Exploration of the Effects of the OBBBA on Seniors

Under the OBBBA, 51.4 million seniors—88 percent of all seniors receiving Social
Security income—will pay no tax on their Social Security. This is 14.2 million
seniors more than under the pre-OBBBA law (table 1-5).

In table 1-6, multiple scenarios are considered that are representative
of the benefits of the OBBBA to seniors receiving Social Security income.
First, consider the case of a senior filing as a single taxpayer receiving the
current average retirement benefit of about $24,000 (per Social Security

3 The $1,260 end of the range comes from dividing the projected fiscal impact of this provision,
$25.6 billion, by the number of people who are expected to benefit (20 percent of 101.7

million overtime-eligible workers). The $1,400 end of the range comes from calculating the
tax savings for a worker earning $28.16 per hour who is in the 22 percent income tax bracket,
assuming they work 8.67 hours of overtime each week, based on calculations using American
Community Survey data. The calculation is 0.5*28.16*0.22*8.67*52, where the 0.5 is because
workers are still taxed on their base pay but not the 50 percent overtime premium. The CEA’s
June report provides further details.

4 The $1,300 estimate comes from dividing the projected fiscal impact of this provision, $7.8
billion, by the 6 million workers who are expected to benefit.
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Table 1-4. One Big Beautiful Bill's Macroeconomic and Fiscal
Effects: Household Tax Relief

Level of GDP (%) Typical boost to annual take-home pay

(dollars)
Permanent household tax relief
Year 4 3.3t03.8 2,340
Year 10 1.7 2,340

Temporary no tax on overtime and tips, senior tax relief, and deductible auto loan
interest

1,260 to 1,400 overtime;

Year 4 03 1,300 tips; 670 per senior

Year 10 0 0

All OBBBA household tax relief

Year 4 3.6t04.2 Up to 3,600 to 3,740*
Year 10 1.7 1,700

Source: CEA calculations.
*Includes permanent household tax relief plus no tax on overtime.

Table 1-5. The Benefits of OBBBA for Seniors

Millions of  Percentage of

Seniors L .2
beneficiaries beneficiaries

Those age 65 and over receiving Social Security

. 58.5 100
income

Those with exemptions and deductions exceeding taxable Social Security income*

... under pre-OBBBA law 37.2 64

... under OBBBA 514 88

Source: U.S. Treasury, July 1, 2025.
*Includes seniors who receive Social Security income but have no such income in their adjusted
gross income.

Administration data). The maximum amount of Social Security included in tax-
able income is 85 percent of the benefit, which would be $20,400 in this case.
Under the OBBBA, in 2025 this senior will be entitled to $23,750 in deductions:
the $15,750 standard deduction, the $2,000 current-law additional deduction,
and (if this taxpayer’s adjusted gross income is $75,000 or less) the $6,000 new
OBBBA senior deduction. This means that the OBBBA would lead to deductions
that exceed the senior’s taxable Social Security income (table 1-6).
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Table 1-6. Deductions for Seniors under the One Big Beautiful Bill

for 2025

Type of deduction

Single senior

Single senior

under OBBBA before OBBBA
New senior deduction $6,000 $0
Standard deduction $15,750 $15,000
Existing senior deduction $2,000 $2,000
Total $23,750 $17,000
Type of deduction Married seniors Married seniors

under OBBBA before OBBBA
New senior deduction $12,000 $0
Standard deduction $31,500 $30,000
Existing senior deduction $3,200 $3,200
Total $46,700 $33,200

Source: CEA calculations.

Second, consider a married couple of seniors both receiving $24,000 in
Social Security retirement benefits. The couple will have a total of $48,000 in
Social Security income, of which at most 85 percent is taxable ($40,800). Under
the OBBBA, this couple will also be entitled to deductions that exceed their tax-
able Social Security income.

Seniors often have sources of income beyond just Social Security, and
there will be benefits for seniors in such situations as well. Consider, for example,
a married senior couple receiving $40,000 in Social Security income and
another $40,000 in income from an individual retirement account or a 401(k).
Calculations by the Treasury Department show that, if the TCJA had been
allowed to expire, in 2026 this couple would be expected to owe $3,150 in taxes,
whereas under the OBBBA, they will owe only $1,210—a reduction of nearly
$2,000. About $1,200 of this reduction is due solely to the new $12,000 OBBBA
senior deduction claimed by the couple.

Making Permanent and Enhancing Opportunity Zone Incentives

Opportunity Zones are another important feature of the TCJA that were
extended and enhanced by the OBBBA. Recent studies have found that the first
round of Opportunity Zones associated with the TCJA directed $89 billion in
investment into distressed communities (Glasner, Ozimek, and Lettieri 2025),
created over 1 million jobs (Arefeva et al. 2025), and led to the construction
of over 300,000 new housing units that would not otherwise have been built
(Glasner, Ozimek, and Lettieri 2025). To build upon this successful legacy
and combat deteriorating rural housing affordability (CEA 2025¢), the OBBBA
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strengthens Opportunity Zones by making the incentives permanent and
providing enhanced incentives for rural areas to ensure an even more robust
flow of investment. To the extent that rural areas have less onerous regulatory
barriers to business formation and the development of new housing supply,
Opportunity Zones are likely to play an even more meaningful role in addressing
problems like the housing affordability crisis by helping to reverse the shortfall
in new housing construction that has emerged over the past 15 years, shown in
figure 1-4.

Figure 1-4. Average Housing Starts per Million People, 1983-2024

Housing starts = = = = Average starts, 1983-2007
= = = « Average starts, 2008—present

Annual housing starts (per million people)
8,000

7,000
6,000
5,000
4,000

3,000

2,000
1,000

1983 1988 1993 1998 2003 2008 2013 2018 2023

Sources: Census Bureau; CEA calculations.

Summarizing the Economic Impact of All the OBBBA’s Tax Provisions

The CEA finds that the package of business and individual tax provisions under
the OBBBA will, taken as a whole, raise investment by 6.7 to 9.7 percent over
the next four years and by 5.2 to 7.7 percent during the 10-year budget window.
This investment will increase the level of real GDP by 4.6 to 4.9 percent during
the next four years (about 1.1to 1.2 percent higher average growth per year) and
by 2.4 to 2.7 percent through the 10-year budget window (about 0.2 to 0.3 per-
cent higher average growth per year). The CEA estimates that real take-home
pay for a median-income family with an overtime worker and two children will
increase by up to about $7,500 to $10,900, driven both by higher wages and less
tax taken out of Americans’ paychecks by the Federal government. Americans
of all backgrounds benefit from these tax provisions. In addition, struggling and
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Table 1-7. Summary of the Economic Impact of the OBBBA's
Tax Provisions

All business and individual provisions

Annual take-home pay

0, 0,
Investment (%) Level of GDP (%) (dollars, year 4)
4-year 6.7 t0 9.7 46t04.9 7,545 to 10,858
10-year 52t07.7 241027

Impact in Opportunity Zones

Investment Added jobs New homes

$100+ billion 1+ million At least 300,000

Source: CEA calculations.
*Take-home pay for a median-income family with an overtime worker and two children.

previously left-behind communities will benefit from the surge of investment,
jobs, and housing supply enabled by the permanent extension of Opportunity
Zones (table 1-7).

The Fiscal Impact of the Trump Administration’s
Economic Policies Anchored by the OBBBA

The prospects for continued economic prosperity and low taxes also depend on
the fiscal trajectory of the United States. Before COVID-19, Federal debt held by
the public as a share of GDP was under 80 percent (U.S. Office of Management
and Budget and Federal Reserve Bank of Saint Louis 2026). Since then, this
ratio has climbed to nearly 100 percent, and the CBO projects that, under its
baseline assumptions of sub-2 percent economic growth and a $4 trillion tax
hike from the expiration of the TCJA, that the debt-to-GDP ratio will rise to 117
percent in 2034. In this subsection, the CEA projects America’s fiscal trajectory
under alternative scenarios that incorporate the OBBBA and related Trump
Administration economic policies.

The Impact of the OBBBA and Related Trump Administration Economic Policies on
Deficits and Debt

A key question when scoring the costs of any policy change is what baseline will
be used. In the context of OBBBA, two main baselines were used: the “current
law” and “current policy” baselines. The current law baseline, asits name implies,
assumed that the nonpermanent provisions of the TCJA would expire and a
major tax hike would occur as a result, consistent with pre-OBBBA current law.
The current policy baseline, again consistent with its name, assumed that pre-
OBBBA current policy would continue indefinitely, with tax rates and expensing
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Table 1-8. Summarizing Key Differences between pre-OBBBA
Current Law, pre-OBBBA Current Policy, and the OBBBA

Aspect of law/policy Current law Current policy OBBBA
Stays at TCJA Stays at TCJA Stays at TCJA
Corporate tax rate
levels levels levels
Individual/ Increase to pre- Stays at TCJA Stays at TCJA
passthrough tax rates TCJA levels levels levels

Full expensing of

. o .
No full expensing of 40% expensing of equipment, R&D,

Expensing provisions

any investment equipment .
Y quip factories
Tax on tips and Taxed as normal Taxed as normal  No tax on tips and
overtime income income overtime

Source: CEA calculations.

provisions continuing as they were in 2025 before the OBBBA’s passage. In
short, the key difference was that the current law baseline assumed a $4 trillion
tax hike, and this was the baseline generally used by the CBO in its estimates. To
a casual observer, this made the OBBBA look quite costly (table 1-8).

Relative to the CBO’s pre-OBBBA current law baseline, which entailed a
tax hike associated with the TCJA'’s expiration, the OBBBA reduces revenues by
$4.486 trillion. Relative to the CEA’s estimated pre-OBBBA current policy base-
line, the OBBBA reduces revenues by only $726 billion. The first bar in figure 1-5
shows the revenue score relative to the CBO’s pre-OBBBA current law baseline,
while the first bar in figure 1-6 uses the pre-OBBBA current policy baseline. As a
matter of proper interpretation, it isimportant to recognize that under the most
recent CBO baseline forecast before the OBBBA'’s passage, revenue as a share
of GDP is projected to rise above current and historic levels (from 17.1 percent to
18.2 percent by 2034). Thus, the CBO scores any policy that prevents or moder-
ates such an increase as revenue reducing.

As scored by the CBO, the OBBBA lowers noninterest outlays by $1.091
trillion over the period 2025-34. Netting the change in outlays against the
change in revenues produces an overall conventional OBBBA score of $3.394
trillion of higher primary deficits over the budget window relative to the CBO’s
pre-OBBBA current law baseline. However, relative to pre-OBBBA current
policy, the OBBBA reduces primary deficits by $365 billion over 10 years before
including revenue feedback from higher growth. The second bar in figures 1-5
and 1-6 shows these scores.

The third bar in each figure updates the OBBBA score to account for
the primary deficit reduction from higher economic growth induced by the
OBBBA'’s tax provisions. Adjusting by the midpoint of these estimates causes
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Figure 1-5. Primary Deficit Impact of Trump Administration
Policies Compared with Current Law Baseline (pre-OBBBA)
10-year deficit impact ($ billions)

7,000
4,486 3394
4,000 ’
1,000
-2,000
-5,000
—8,000
—7,757
-11,000
—14,000
OBBBA Plus spending Plus growth  Plus growth Plus Plus tariff
conventional  reductions  from tax cuts from discretionary revenue
revenue score deregulation spending cuts
and energy
policies

Sources: Congressional Budget Office; Office of Management and Budget; CEA calculations,
using midpoint growth estimates.

Note: Positive numbers indicate higher deficits relative to the current policy baseline.
Negative numbers indicate deficit reduction.

Figure 1-6. Primary Deficit Impact of Trump Administration
Policies Compared with Current Law Baseline (pre-OBBBA)

10-year deficit impact ($ billions)

2,000 726

0
-2,000
—4,000
—-6,000
-8,000
-10,000
-12,000

-11,517
-14,000

OBBBA Plus spending Plus growth  Plus growth Plus Plus tariff

conventional  reductions  from tax cuts from discretionary revenue

revenue score deregulation spending cuts
and energy
policies

Sources: Congressional Budget Office; Office of Management and Budget; CEA calculations,
using midpoint growth estimates.

Note: Positive numbers indicate higher deficits relative to the current policy baseline.
Negative numbers indicate deficit reduction.
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the OBBBA to only increase 10-year primary deficits by $1.623 trillion relative to
the CBO pre-OBBBA currentlaw baseline, and the OBBBA reduces primary defi-
cits by $2.137 trillion using the pre-OBBBA current policy baseline. Augmenting
the growth from the OBBBA tax provisions, a recent CEA analysis finds that the
deregulatory policies of the Trump Administration, elements of which depend
on or are enhanced by the OBBBA, add another 0.3 to 0.8 percentage point to
annual real economic growth (CEA 2025e). Energy policies apart from deregu-
lation add another 3 to 12 basis points of annual real economic growth. Faster
economic growth from the tax cuts and deregulation as well as the spending
reductions in the OBBBA reduce primary deficits by $620 billion relative to the
CBO pre-OBBBA current law baseline and by $4.380 trillion relative to the pre-
OBBBA current policy baseline (using the midpoint of growth).

The Mid-Session Review of the White House Office of Management and
Budget (OMB) provides estimates related to other elements of the Trump
Administration’s economic agenda, including over $3.5 trillion in discretion-
ary spending cuts and $3.5 trillion in tariff revenue over the period 2025-34.
Accounting for the reduced discretionary spending raises the primary deficit
savings to $4.173 trillion relative to the CBO pre-OBBBA current law baseline and
$7.933 trillion relative to the pre-OBBBA current policy baseline. Finally, includ-
ing tariff revenue, the CEA calculates that together, the Trump Administration’s
economic policies analyzed in this chapter reduce primary deficits by $7.757
trillion relative to the CBO’s baseline and by $11.517 trillion relative to the pre-
OBBBA current policy baseline.

Analternative way toevaluate the fiscalimplications of the Administration’s
economic policies is by quantifying their impact on the stock of debt relative to
GDP (the debt-to-GDP ratio), which offers several advantages over focusing
on changes in primary deficits. ° First, the debt-to-GDP ratio is easier to inter-
pret than changes in primary deficits relative to some reference point. Second,
the debt-to-GDP ratio takes into account the compounding effect of interest
expenses—reduced primary deficits mean reduced interest payments on debt
in the future, and this indirect effect is captured in the debt-to-GDP ratio. Third,
the debt-to-GDP ratio, in conjunction with the interest rate, is a better barom-
eter for the burden that a country faces in making payments on the debt.

The CBO projects, under its baseline for sub-2 percent economic growth
and the expiration of the TCJA, that the debt-to-GDP ratio will reach 117 percent
in 2034. The CEA-adjusted conventional score for the OBBBA would take this
ratio even higher, to 126 percent in 2034, ignoring any increase in economic
growth. After accounting for economic growth from the OBBBA’s tax provi-
sions, the CEA finds that the debt-to-GDP ratio is 118 percent—very similar

5 Official budget projections are contained in the President’s Budget and developed by

OMB. These estimates may differ from official budget projections for a multitude of reasons,
including methodological differences between the CEA and OMB, timing of analyses, and data
availability.
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to the CBO pre-OBBBA current law baseline. The CBO’s baseline deserves an
important caveat, however, because it does not include the impact of higher
unemployment insurance payments and other social safety net spending from
the recession that could have ensued from the expiration of the TCJA.

The CEA projects thatincorporating the additional growth from the Trump
Administration’s deregulatory and energy policies, which in many cases depend
on or are enhanced by the OBBBA, causes the debt-to-GDP ratio to be 106 per-
cent in 2034—considerably lower than this ratio under the CBO’s pre-OBBB A
current law baseline. Taking into account the discretionary spending reductions
results in an even lower debt-to-GDP ratio of 97 percent in 2034. Finally, tariff
revenue drives the debt-to-GDP ratio to 88 percent in 2034 under the midpoint
scenario for economic growth under the Administration’s economic policies.

As a sensitivity test, if real economic growth averages only 2.5 percent over
the 10-year budget window, the debt-to-GDP ratio under the OBBBA without
accounting for the discretionary spending cuts or tariff revenues is 113 percent
in 2034, which is lower than the CBO’s pre-OBBBA current law baseline forecast
of 117 percent. Including the discretionary spending cuts and tariff revenues
causes the debt-to-GDP ratio to be 102 percent in 2034 under this alternative
scenario. This analysis shows that, even under more conservative assumptions,
the Administration’s economic agenda successfully halts the rising burden of
debt. As another robustness check, if the interest rate on government debt is
allowed to be 0.7 percentage point above the CBO baseline for the entirety of
the 10-year window, this also leads to a debt-to-GDP ratio of 95 percentin 2034
once growth, tariff revenue, and discretionary cuts are considered. So, again,

Figure 1-7. Debt-to-GDP Ratio in 2034 under Various Scenarios
Debt-to-GDP ratio (percent)

130 126
120 117 118
110 106
97
100 95
) . - .
CBO tax hike OBBBA  Plus growth Plus more Plus Plus tariff  Plus a high-
baseline  conventional from tax deregulation discretionary revenue interest-rate
score provisions and energy cuts scenario

Sources: Congressional Budget Office (CBO); Office of Management and Budget; CEA
calculations.
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the qualitative takeaway that the Administration’s policies restrain debt growth
remains the same (figure 1-7).

Conclusion

The OBBBA paves the way for a period of economic prosperity and fiscal sus-
tainability. The OBBBA contains important ingredients needed to help working
Americans recover the purchasing power they lost over the prior four years to
the inflation exacerbated by the prior Administration and make greater strides
toward achieving their economic aspirations. The CEA has studied the effects of
the business tax provisions of the OBBBA through a user cost of capital model
and the individual tax provisions through a model of labor supply and a short-run
consumption multiplier. The CEA finds that, relative to a pre-OBBBA current
law baseline, the OBBBA will produce substantial increases in investment,
on the order of 7 to 10 percent over 4 years and 5 to 8 percent over 10 years.
The GDP will also rise to levels 4.6 to 4.9 percent higher than baseline after 4
years and 2.4 to 2.7 percent higher after 10. Average annual wages will rise by
$4,200 to $7,400 after 4 years. Combined with reduced taxes on individual
income, this translates into a take-home pay increase of $7,500 to $10,900
dollars for a median-income family with a worker who does overtime and two
children. Critically, the CEA estimates that the OBBBA and the broader Trump
Administration economic policies that it supports will bend the trajectory of
debt downward, placing America on a stable path into the future.
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Chapter 2
Promoting Prosperity through Regulatory Reform

Excessive regulation causes a cascade of economic challenges that ultimately
harm American families and businesses. It does so by stifling productivity
through rising compliance costs and reducing competition by erecting barri-
ers to entry. Soaring compliance costs divert resources away from innovation
and investment and toward bureaucratic requirements, discouraging growth
and entrepreneurship (Gutiérrez and Philippon 2017; WGlfl et al. 2010; Coffey,
McLaughlin, and Peretto 2020).

When regulatory complexity makes it prohibitively expensive for new competi-
tors to enter markets, the dense regulatory framework functions as a protective
moat around established businesses, protecting them from competition (Stigler
1971). These regulatory hurdles reduce start-up activity, limit job creation, and
ultimately lead to higher prices and fewer choices for consumers (Bailey and
Thomas 2017, Chambers, McLaughlin, and Stanley 2019; Bradley 2025). Small
firms, lacking the resources to navigate complex regulatory landscapes, bear a
disproportionate burden that can drive them out of business entirely (Crain and
Crain 2014; Cordes, Dudley, and Washington 2022). In response to the significant
economic challenges posed by regulations, President Trump has initiated a
record level of agency deregulatory rulemakings, presidential actions (including
Executive Orders, presidential memoranda, and presidential proclamations), and
rescissions under the Congressional Review Act, resulting in over $5 trillion in

regulatory costs that are in the process of being cut.

This chapter first focuses on the empirical costs of regulations and the poten-
tial savings from comprehensive regulatory reform. Then it discusses the

various justifications for and negative consequences stemming from the use
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of regulations. Finally, the chapter provides a detailed summary of the Trump

Administration’s current regulatory reform efforts.

The Empirical Costs of Regulation

regulation is an authoritative rule or order that carries the force of law

and is created and maintained by an authority—typically a government

agency or executive branch body—to control or govern conduct within
its area of responsibility or jurisdiction (Cornell Law School n.d.). Since individual
regulations can vary significantly in length and complexity, a practical method to
measure the level of Federal regulations is to sum the number of binding restric-
tions (i.e., words connoting a binding legal obligation, such as “shall,” “must,”
“may not,” “required,” and “prohibited”) in the U.S. Code of Federal Regulations
(CFR). Using this measure, total binding restrictions increased from about
400,000 in 1970 to 1.1 million in 2024, reflecting an average annual growth rate
of 1.9 percent (see figure 2-1). This is consistent with the 2.4 percent average

Figure 2-1. Regulatory Restrictions in the U.S. Code of
Federal Regulations, 1970-2024

Restrictions
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Source: RegData; 1970-2023 available at quantgov.org, Data for 2024 are to be released
with RegData 6.0.
Note: Data for 1970-2019 are reported by the source as annual time series observations,
while 2020-23 are reported as daily time series observations spanning the period January 1,
2020 to October 24, 2023. In the latter case, final observations for each year were employed
to extend the annual time series. The annual observation for 2024 was obtained from
prerelease access to RegData 6.0.
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annual growth in the CFR’s total page count over this period.! This expansion has
translated into significant economic costs.

Crain and Crain (2014) estimate that compliance costs averaged $13,000
per employee in 2012 (when expressed in 2024 dollars), with small firms facing
disproportionately higher burdens than large firms. The regulatory environment
thus enhances the returns to scale for established firms, discourages start-up
activity, and misallocates capital.

Empirical studies confirm these effects. Gutiérrez and Philippon (2017)
document underinvestment among U.S. firms since the early 2000s, which has
been driven in part by regulatory barriers that reduce competition. Bailey and
Thomas (2017) show that industries subject to heavier regulations have fewer
start-ups, slower job creation, and lower exit rates for large firms. These findings
align with Stigler’s (1971) regulatory capture theory, which posits that regula-
tions often serve entrenched special interests rather than the general pubilic.

At the macroeconomic level, Coffey, McLaughlin, and Peretto (2020)
estimate that Federal regulatory expansion slowed U.S. growth in gross domes-
tic product (GDP) by 0.8 percent a year between 1980 and 2012. Given that real
GDP grew at just under 2.8 percent a year over this period, the U.S. economy
would have been nearly 25 percent larger (about $5.4 trillion, in 2024 dollars) if
regulations had not grown over this period. Since this estimate excludes regula-
tions enacted after 2012, lost output is likely much larger.

Finally, regulations have regressive effects. Chambers and O’Reilly (2022)
find that increased Federal regulations are associated with higher income
inequality at the State level, while Chambers, McLaughlin, and Stanley (2019)
link regulatory accumulation to higher State-level poverty rates. These results
suggest that regulatory burdens fall most heavily on small businesses and low-
income households.

Potential Savings from Regulatory Reform

The Competitive Enterprise Institute estimates that the annual total cost of
Federal regulations stood at a towering $2.1 trillion as of 2024 (Crews 2024).
Exacerbating this significant burden, the Biden Administration finalized new
regulations with $1.8 trillion in lifetime present value costs in just four years
(Goldbeck 2025). Rolling back these Biden-era rules alone would result in
substantial long-run cost savings, equivalent to an annual increase of 0.29
percentage points in U.S. GDP growth over a 20-year horizon.? However, this

" According to RegStats (2023), the CFR page count increased from 54,834 in 1970 to 190,260
in 2023, the last year reported.

2This assumes that every dollar of regulatory costs stem from deadweight losses and the rules
yield no market benefits. While this assumption is surely violated in practice, it also ignores
the countervailing growth enhancing impact of deregulation on total factor productivity, as
reported by Coffey, McLaughlin, and Peretto (2020).
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figure is conservative compared with Mulligan’s (2024) estimate of $5.8 trillion.
Mulligan attributes the discrepancy to agencies systematically underreporting
opportunity and resource costs, often quantifying only clerical burdens such as
paperwork hours while neglecting broader economic effects.

Mulligan’s (2024) analysis of agency rulemaking found that for every $1in
reported costs, the “big four” regulators—the Department of Health and Human
Services, the Federal Communications Commission, the Consumer Financial
Protection Bureau, and the Department of Labor—failed to account for an addi-
tional $16 in missing costs. Excluding these regulators, agencies only reported
about 59 percent of expected costs.

Adjusting for these omissions, Mulligan projects that Biden-era regu-
lations cost roughly $5.8 trillion. Reducing this estimate by 13.3 percent to
account for differences in projected versus actual agency self-reported costs,
Biden’s regulations cost society $5.02 trillion, with potential savings from
reform equivalent to a boost in GDP growth of 0.78 percentage points over two
decades.® These growth effects translate into substantial fiscal benefits. Using
projections by the Office of Management and Budget (OMB), the additional
economic activity generated by deregultion would reduce Federal deficits by
$1.1 trillion to $2.9 trillion over the next decade.*

Beyonditsimpact on growth, regulatory accumulation also drives inflation.
Firms facing new compliance requirements typically pass their costs on to con-
sumers by charging higher prices, disproportionately burdening lower-income
households that spend a larger share of their income on regulated necessities
such as housing and utilities. Furthermore, regulations reduce firms’ flexibility
to expand output in response to growing demand, amplifying price pressures.
Beach and Sheppard (2025) estimate that freezing regulatory growth for a
decade would lower the price level by 5.7 percent, which is equivalent to reduc-
ing the annual inflation rate by 0.6 percentage point.

The Economic Challenges of Applying Regulations

At the Federal level, most regulations are promulgated by executive branch
agencies through notice-and-comment rulemaking (as prescribed by the
Administrative Procedure Act), which rely on statutory authority granted by

8 Using these findings, Mulligan analyzed the Biden Administration’s regulatory costs using
data from 41 months in office and projected costs for the remaining seven months. He
estimated agencies would self-report $2.077 trillion in regulatory costs over Biden’s full term,
with adjusted true costs reaching about $5.792 trillion. The actual agency-reported costs
were $1.8 trillion—13.3 percent below Mulligan’s forecast. Adjusting his “true cost” estimate
accordingly reduces the cost of Biden-era regulations to $5.02 trillion.

4 According to table 2-4 in the FY 2025 Analytical Perspectives (OMB 2025), a sustained
1-percentage-point increase in real GDP growth results in deficit reduction of about $3.7
trillion over the 10-year budget window.
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acts of Congress.® These regulations are formulated by agencies so they can
ostensibly pursue the goals and directives set out in statutes by Congress.
However, some regulatory requirements are directly promulgated by Congress
via statute.

The central question is whether regulations are an effective tool for
influencing economic outcomes. Economic theory provides a framework. The
First Welfare Theorem holds that in a perfectly competitive market with no
externalities, complete information, and well-defined property rights, any
competitive equilibrium outcome is Pareto efficient (Mas-Colell, Whinston,
and Green 1995). In such cases, regulation cannot improve welfare. However,
when these assumptions fail—through market power, externalities, asymmetric
information, or inadequate provision of public goods—government intervention
may be justified.

In other words, in markets with robust competition that keeps monopoly
power in check and where fully informed market participants completely absorb
both the costs and benefits of their transactions, government intervention is
unable to alternatively allocate resources so that everyone will be better off.
Of course, if any of these underlying assumptions are not met, markets will not
allocate resources with perfect efficiency, a condition known as market failure.
The presence of market failures does not mean that the market has entirely
failed or that government intervention will necessarily yield a more desirable
result, just that the market fails to perfectly achieve the optimal result. Real-
world government intervention aimed at addressing such market failures can
produce market failures of its own, and thus a balancing of failures is in order.
The next subsections consider the most common underlying causes of market
failure—including market power, externalities, asymmetric information, public
goods, and bounded rationality—along with the challenges associated with
regulatory remediation.

Market Power

When markets are not competitive, firms can exploit their market power to raise
prices above what would prevail in a marketplace with vigorous competition.
When faced with higher prices, consumers purchase less of the overpriced
product, despite the fact that additional output could be produced at a cost
below the subjective value of that output from the buyers’ perspective.

5 Agencies increasingly use guidance documents which supposedly interpret or clarify
regulations or advise the public on matters of regulatory compliance. Guidance documents

are not subject to the Administrative Procedure Act’s procedural safeguards because they
technically have no legal force and are not binding. But, as a practical matter, many guidance
documents do bind regulated entities and can have a large economic impact. Failure to comply
with guidance documents carries the risk of adverse enforcement action, and thus regulated
parties generally obey the edicts contained in guidance documents (Zinberg 2024).
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Moreover, the loss in purchasing power faced by consumers, since they
must pay more for the products they do purchase, has subsequent effects
in other markets since consumers must alter their spending patterns for
other goods and services. Thus, resources are no longer efficiently allocated
within the economy. Addressing this form of market failure through public
policy is fraught with challenges. The use of economic regulations—that s, rules
designed to control prices or producer entry—have been curtailed since the
1970s, since such policies have a poor track record (e.g., the dismantling of the
Civil Aeronautics Board in 1978).6 While the regulation of natural monopolies—
that is, industries where output is most efficiently supplied by a single producer
due to economies of scale—makes sense in some instances (e.g., large public
utilities are still regulated by public utility commissions in many States), regu-
lation is not always the best remedy to promote competition. In cases where
there is a significant concentration of market power or a proposed corporate
merger would reduce competition, the Department of Justice and the Federal
Trade Commission can engage in antitrust enforcement using laws such as the
Sherman Antitrust Act (1890) and Clayton Antitrust Act (1914).

However, in some cases, monopolies are contestable through disruptive
innovation and competitor entry. History is littered with examples of short-
lived monopolies, including the BlackBerry mobile phone and the Yahoo search
engine, to name just two. In some instances, existing regulations may act as a
barrier to entry, which actually inhibits competition. In such cases, deregulation
may be the best option to promote competition. For example, 35 States and the
District of Columbia have Certificate of Need (CON) laws that require prospec-
tive healthcare providers to obtain government permission before entering new
markets or expanding operations. Bailey (2016) finds that CON laws increase
overall healthcare spending by 3.1 percent, and Medicare spending by 6.9
percent. The widespread rollback of CON laws would thus boost competition
among healthcare providers and reduce prices.

Externalities

An externality refers to an impact, which can be either positive or negative, on a
third party outside a market transaction. A classic example of a negative exter-
nality is air pollution from an electric utility, which imposes costs on acommunity
that are not paid for by the producers nor the consumers of energy. Because
these broader pollution costs (e.g., negative health effects) are disregarded by
both producers and consumers, there is an overproduction of both power and
pollution.

To tackle this problem, regulators can either mandate changes to the
method of production to reduce the extent of the externality (e.g., pollution
abatement technology) or impose a tax on production to reduce both output

8 For a detailed history of economic regulation, see CEA (2019, chap. 2).
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and pollution (i.e., a Pigouvian tax).” Yet Hayek (1945) argued that central plan-
ners lack the required knowledge needed to allocate resources efficiently,
meaning that interventions may often introduce new inefficiencies. Evidence
from healthcare shows that government failures can exceed the market failures
they attempt to remedy (CEA 2019, chap. 4). Furthermore, the public choice
school of thought, which began with Buchanan and Tullock (1962), argues
that the incentives of regulators may not align with the public interest, casting
further doubt on the efficacy of government intervention. Alternatives such as
private negotiation (Coase 1960) and community governance (Ostrom 1999)
can sometimes internalize externalities more effectively.

Assymetric Information

Markets also fail when one party holds superior information. For any economic
system to efficiently allocate resources, the participants must have access to all
the necessary information germane to their decision-making. Otherwise, buy-
ers and sellers cannot properly assess the value or level of demand for goods and
services, or determine the lowest-cost means of production. In such a world,
profitable production would be rare and chronic shortages would be com-
monplace. This is the crux of Hayek’s criticism of socialism and explains intui-
tively why markets are superior to central planning, since markets aggregate
and transmit this information in the form of price signals that guide efficient
resource allocation. However, in a market economy, asymmetric information
can still exist.

Akerlof’s (1970) “market for lemons” illustrates how adverse selection can
undermine markets. For example, since only the seller of a used car knows its
true quality, buyers, unable to distinguish good cars from bad, are only willing
to offer a price equal to the car’s expected quality, which reflects the likelihood
of getting a lemon—a bad car. In the case of a good car, this price is too low and
the seller will not agree to the low-ball offer or will preemptively withhold their
car from the market, knowing they will not receive a fair selling price. Sellers of
lemons will accept a similar offer, and thus the only cars being sold are lemons.

Adverse selection in life insurance markets is another manifestation of this
asymmetric information problem. In this case, customers seeking insurance are
more likely to anticipate the need for insurance due to poor health, perceived
health risks (e.g., family history), or occupational hazards, while insurance
companies, not in possession of this information, struggle to charge actuari-
ally fair rates. To mitigate this problem, those at an informational disadvantage
can either seek this information from third-party sources (e.g., vehicle history
reports for cars and credit reports for borrowers) or mandatory disclosures from
those with an information advantage (e.g., health questionnaires). With regard

" The concept of a Pigouvian tax was first formulated in Pigou (1920). For a criticism of
Pigouvian taxes, see Demsetz (2011).
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to the disclosures, there is a limited role for regulations to ensure that adequate
and truthful information is provided.

Public Goods

Outside the competitive equilibrium framework for private goods and services,
another driver of resource misallocation stems from the inadequate provision
of public goods (and services), which are special since their consumption is
both nonrival (i.e., one person’s consumption does not diminish the available
supply to others) and nonexcludable (i.e., one cannot easily prevent others
from consuming them). Clean air is a classic example of a public good.® Such
goods, although they may be highly valued by individuals, cannot be profitably
produced since firms cannot compel consumers to pay for them. In some cases,
the government can either directly provide public goods (e.g., national defense)
or promote their provision through regulation. For example, pollution restric-
tions curb toxic emissions and promote improved air quality. However, these
policies result in a trade-off between private and public goods, since either (1)
resources must be used to produce public goods and thus cannot be employed
in the production of private output, or (2) productivity in the private goods
market declines because some modes of production are no longer legal (e.g.,
more pollution-intensive production). Regulation can promote provision, but at
the cost of reduced private output. Policymakers must weigh these trade-offs
carefully.

Bounded Rationality and Behavioral Regulation

Some behavioral economists argue that consumers are irrational, justifying
paternalistic regulation. Thaler and Sunstein (2003) advanced this view, but evi-
dence suggests that consumers are more rational than regulators assume.® For
example, Sallee, West, and Fan (2015) find that consumers respond strongly to
fuel costs when purchasing vehicles, directly contradicting the rationale behind
Corporate Average Fuel Economy (CAFE) standards, which assume consum-
ers undervalue fuel efficiency. Mannix and Dudley (2015) note that if the most
energy-efficient products truly offered billions in savings, consumers would
have adopted them voluntarily—without market intervention.™

When this theory of bounded rationality is applied to the realm of finance,
regulators contend that consumers seeking high-interest credit (e.g., payday
loans) are victims of predatory lending. However, Agarwal and Bos (2019)
find that 64 percent of pawn borrowers in their sample would likely have been

8 Note that in some cases, negative externalities (e.g., too much air pollution) can be framed as
a lack in the provisioning of public goods (e.g., not enough clean air).

9 Cass Sunstein served as President Obama’s Administrator of the Office of Information and
Regulatory Affairs within the Office of Management and Budget.

0 Susan Dudley served as President George W. Bush’s Administrator of the Office of
Information and Regulatory Affairs.
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rejected if they had applied for credit at a mainstream financial institution, indi-
cating that the majority of such borrowers are both rational and well informed
regarding their credit options.

The fact that regulators continue to mischaracterize consumer behavior
as irrational, despite overwhelming evidence to the contrary, calls into question
the objectivity of their own decision-making. Viscusi and Gayer (2015) note that
that government agencies often cite behavioral irrationalities to justify inter-
vention, yet this rationale overlooks the fact that government decision-making
suffers from the same behavioral limitations. Indeed, these policies are crafted
by agents of the government who are presumabily just as fallible as the general
population. This problem is exacerbated by the fact that agency officials with a
narrow policy scope likely have a tendency to exclude relevant concerns outside
this scope. Thus, as Gayer and Viscusi (2013, 263) put it, “fuel efficiency and
energy efficiency matter, but nothing else does.” These shortcomings on the
part of regulators lead to flawed rules seeking to address nonexistent problems.
This unnecessary regulation thus creates market failures in the name of repair-
ing them.

Given the narrow scope for economically efficient rulemaking, an obvious
question arises: why are there so many Federal regulations? At the latest count,
the CFR contains over 100 million words of regulatory text, and this does not
include agency guidance documents. This huge volume of rules clearly goes
well beyond the set of reasonable and appropriate rules most people would
support, and also beyond the often-less-extensive statutory framework from
which the regulations are supposed to derive. A plausible explanation is that
regulations are in many instances a form of hidden taxation. Viewed this way,
regulations are off-budget mandates designed to accomplish policy objectives
without the need for explicit taxes and subsidies.

A Framework for Improving Regulation

Given the challenges of optimally regulating dynamic markets, regulators
should focus their efforts on curtailing significant externalities that threaten
consumer well-being, workplace safety, or the environment. When such risks
are identified, agencies should follow sound rulemaking principles and consider
nonregulatory alternatives that achieve the desired outcome. For example,
well-designed public education campaigns can often achieve outcomes more
effectively than prohibitions, punitive taxation, or civil penalties (e.g., efforts to
reduce adult smoking or increase seatbelt usage).

When regulation is deemed necessary, agencies must ensure that
expected social benefits outweigh social costs. Moreover, rules should be
compared with alternative uses of scarce resources to determine whether they
yield the highest social return. For instance, Thomas (2019) estimated that the
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National Highway Traffic Safety Administration’s backup camera rule cost $31
million per life saved (in 2024 dollars), crowding out more cost-effective private
risk-reducing expenditures such as safer transportation choices.

Recognizing these trade-offs, both Trump Administrations have imple-
mented regulatory budgets to discipline rulemaking. It is also the case that
historically, individual analyses do not account for the cumulative impact of
multiple regulations on the ability of an industry or consumer to pay for them,
despite periodic calls to better consider such effects. In his first Administration,
President Trump implemented the Federal regulatory budget through Executive
Order 13771, which required the elimination of two regulations for every new rule
introduced, but it actually achieved a 5.5-to-1 ratio in practice. More impor-
tantly, it introduced the idea of a regulatory cost cap, mandating that the total
incremental costs of new regulations must be zero or less, unless otherwise
required by law or approved by OMB. In response to the Biden Administration’s
rescission of his first Administration’s regulatory budget framework, President
Trump issued Executive Order 14192, which mandates that for every new regu-
lation issued, agencies must eliminate at least 10 existing ones. It sets a regula-
tory cost cap for fiscal year 2025, requiring that the total cost of new regulations
must be less than zero. Together, these orders promote efficiency and reduce
the economic drag of overregulation by treating regulatory costs with the same
discipline as fiscal expenditures.

Another strategy employed by President Trump is the use of regulatory
sunsetting to efficiently eliminate obsolete and ineffective rules." The fun-
damental idea behind sunsetting is simple: all regulations should be regularly
reexamined to ensure that the rules operate as intended and that actual benefits
exceed costs. Otherwise, obsolete and antiquanted rules which still have the
force of law will needlessly accumulate. Automatically sunsetting regulations
forces agencies to proactively justify the continued existence of rules that
would otherwise persist indefinitely. This also eliminates the need to individually
repeal bad rules through new notice-and-comment rulemaking, which takes 18
months on average (Yackee and Yackee 2012)."”? Expanding the use of sunset-
ting would allow Administrations to expand the scope of their deregulatory
reform efforts.

Such a disciplined approach to rulemaking is likely to have a greater posi-
tive impact on social welfare in the long run than a situation in which agencies

At the end of President Trump’s first Administration, the U.S. Department of Health and
Human Services promulgated a final rule adding sunsets to its rules (see 86 FR 5694). This
rule was later rescinded by the Biden Administration (see 87 FR 32246). In his second term,
President Trump issued Executive Order 14270, which mandates rulemaking to add sunsets to
energy-related regulations across multiple agencies.

2]n some instances, rules can be immediately repealed for “good cause” by way of interim final
rulemaking, thus sidestepping the normal requirements for a Notice of Proposed Rulemaking
under the Administrative Procedure Act. This, however, exposes the issuing agency to legal
risks if the rule is challenged in Federal court.

54 | Chapter?2



are unconstrained by a regulatory budget. The reason for this is threefold. First,
each dollar in social costs consumed by new rules yields a relatively high social
return as measured by net benefits. This promotes efficiency at the start of the
rulemaking process. Second, appropriate retrospective review of rules helps
to eliminate costly regulatory burdens that no longer achieve the benefits that
were anticipated when the original rules were promulgated. This promotes
long-run efficiency over the life cycle of rules. Third and finally, since a regula-
tory budget economizes the use of scarce private resources to achieve social
aims, it promotes increased long-run economic growth and technological inno-
vation, which gives future generations better technology and greater resources
with which to pursue worthwhile regulations.

Current Reform Efforts

Recognizing these economic challenges, the Trump Administration has
implemented comprehensive measures to roll back regulatory overreach.
President Trump worked with Congress to eliminate 22 regulations by way of
the Congressional Review Act as of December 15, 2025, surpassing a record
he set over the entirety of his first Administration. In his first 100 days in office,
President Trump set a record by issuing over 20 presidential actions (i.e.,
Executive Orders, presidential memoranda, and presidential proclamations) to
promote deregulation and regulatory reform. These actions cover a wide range
of topics, including a freeze of all pending regulatory proposals, averting an esti-
mated $180 billion in additional costs over the long-run; ending diversity, equity,
and inclusion programs; removing obstacles to domestic energy production
and resource extraction while sunsetting obsolete energy regulations; targeting
regulations that increase the cost of living (e.g., food, housing, and healthcare);
promoting American leadership in artificial intelligence (Al) and digital assets;
and rescinding unconstitutional regulations that suppress competition-to name
a few. A complete list of President Trump’s 2025 presidential actions with a
deregulatory effect is provided in table 2-1.

President Trump’s memorandum, “Delivering Emergency Price Relief for
American Families and Defeating the Cost-of-Living Crisis,” directs all execu-
tive branch departments and agencies to provide emergency price relief to
American families. Federal agencies are currently working to reduce living costs,
including the Environmental Protection Agency (EPA), and the departments
of Agriculture, Commerce, Energy, Health and Human Services, Housing and
Urban Development, Interior, Labor, and Transportation.

Under the President’s directive, these agencies are taking action to lower
housing costs and expand housing supply, eliminate unnecessary administra-
tive expenses and rent-seeking practices that drive up healthcare costs, remove
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counterproductive requirements that increase home appliance costs, and
expand employment opportunities for Americans.
Initial progress has been substantial:

» Environmental regulations: Reconsideration of the 2009 Endangerment
Finding, which lays the groundwork to rescind the EPA’s multipollutant
emission standards for light-, medium-, and heavy-duty vehicles. When
accounting for consumer preferences and perceptions of vehicle quality,
the resulting net benefit to consumers from relaxing the de facto electric
vehicle mandates is just under $4.7 trillion in net present value (EPA 2025,
appendix B, table RIA-5).

» Energy efficiency standards: On May 9, 2025, the President signed four
Congressional Review Act resolutions permanently blocking a Biden-era
Department of Energy (DOE) appliance efficiency and reporting rule, as
well as conservation standards for gas-fired instantaneous water heaters,
walk-in coolers and freezers, and commercial refrigerators, freezers, and
refrigerator-freezers. Rolling back all seven DOE appliance conservation
rules could yield $23 billion in savings®

* Fuel economy standards: The One Big Beautiful Bill Act (OBBBA) elimi-
nated monetary penalties for automakers that fail to meet the Department
of Transportation’s stringent CAFE standards, and the National Highway
Traffic Safety Administration has initiated rulemaking to rescind the 2024
CAFE standards, resulting in about $109 billion in additional savings.

* Healthcare affordability: The OBBBA delayed implementation of the very
costly 2024 Centers for Medicare & Medicaid Services (CMS) nursing
home staffing rule, which would have forced many nursing homes to shut
down, stranding seniors in need of care. Subsequently, CMS issued an
interim final rule to repeal this regulation.

» Small business relief: The Financial Crimes Enforcement Network issued
an interim final rule rolling back the agency’s 2022 Beneficial Ownership
regulation, which would have compelled all companies to disclose their
owners and imposed severe civil and criminal penalties for violations, in-
cluding a fine of $500 per day if a violation continued and up to two years
in prison. Now, only foreign firms registered to do business in the United
States must comply with these disclosure requirements. The Financial
Crimes Enforcement Network estimates that eliminating this rule will save
businesses over 91 million hours annually in reporting burdens and $9 bil-
lion in reporting costs.

The Trump Administration’s comprehensive approach to regulatory
reform represents a fundamental shift toward supply-driven economic growth

® The seven energy conservation rules for appliances include gas-instantaneous water heaters,
conventional cooking products, dishwashers, clothes washers, clothes dryers, consumer
furnaces, and commercial water heating equipment.
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and prosperity. By systematically removing regulatory barriers, implementing
disciplined frameworks for future rulemaking, and prioritizing the needs of
families and businesses, these policies are poised to deliver substantial benefits
to the American economy.

Strengthening American Leadership in Technology

Technological innovation drives U.S. economic growth by enhancing produc-
tivity, which promotes higher real wages and improved living standards for
American workers. Transformative technologies, like Al, create entirely new
markets, industries, and career paths. Beyond economic benefits, innovation
strengthens national security and builds economic resilience. By advancing
domestic manufacturing capabilities and reducing dependence on foreign
industrial supply chains, technological progress helps secure America’s energy
independence and strategic autonomy.

However, existing regulatory restrictions and regulatory uncertainty
threaten American leadership in technology. Recognizing these opportunities
and challenges, President Trump has signed several Executive Orders designed
to accelerate technological innovation and cement American leadership in
emerging high-growth sectors, particularly digital finance and Al.

To promote continued, rapid innovation in digital finance, President
Trump issued Executive Order 14178, “Strengthening American Leadership in
Digital Financial Technology.” This Presidential action marks a significant policy
reversal by revoking stifling regulatory restrictions on digital finance innovation,
specifically President Biden’s Executive Order 14067 and the Department of the
Treasury’s “Framework for International Engagement on Digital Assets.”

President Trump’s directive establishes several key policy objectives
designed to position the United States as a leader in the digital finance sector.
First, the order prioritizes protecting Americans’ fundamental rights to access
and participate in public blockchain networks without facing undue governmen-
tal restrictions. It seeks to bolster the dollar’s sovereignty by actively supporting
the development and global adoption of dollar-backed stablecoins, reinforc-
ing the dollar’s position in the international digital economy. Additionally, the
Executive Order ensures fair access to banking services for all individuals and
businesses, regardless of their involvement in digital assets.

The order also calls for establishing clear, technology-neutral regulatory
frameworks that will foster innovation in digital assets and blockchain technolo-
gies while providing necessary legal certainty for market participants. Perhaps
most notably, the order explicitly prohibits the “establishment, issuance, circu-
lation, and use” of any Central Bank Digital Currency within the United States.
This prohibition reflects concerns about consumer privacy and financial free-
dom, positioning private stablecoins as the preferred alternative for digital dollar
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representation. By embracing private sector solutions over government-issued
digital currencies, the order signals a market-driven approach to digital financial
innovation.™

To further improve regulatory clarity about digital assets and promote
U.S. leadership in blockchain technology, President Trump signed the “Guiding
and Establishing National Innovation for U.S. Stablecoins Act” (i.e., the GENIUS
Act) into law on July 18, 2025. While not deregulatory in nature, the GENIUS Act
eliminated regulatory uncertainty by establishing comprehensive standards
for liquid assets backing stablecoin issuance and mandating public disclosures,
along with annual audits to verify reserve holdings and enhance transparency.
The legislation paves the way for banks and approved nonbank issuers to
enter this rapidly growing and lucrative market, while simultaneously subject-
ing stablecoin providers to anti-money laundering and sanctions compliance
regulations.

To promote sustained, rapid development of Al, President Trump issued
Executive Order 14179, “Removing Barriers to American Leadership in Artificial
Intelligence.” This Presidential action seeks to strengthen the United States’
position as the global leader in Al by eliminating regulatory obstacles that may
hinder Al innovation. The order prioritizes the development of Al systems that
remain “free from ideological bias or engineered social agendas.” To accomplish
these goals, the order requires a comprehensive review of all policies and initia-
tives established under the previous administration’s Executive Order 14110,
which created a complex web of Al development restrictions that threatened to
impede innovation. Furthermore, Executive Order 14179 directs federal agen-
cies to identify and suspend any existing measures that conflict with the new
policy direction. Furthermore, the order mandates the creation of a strategic
action plan designed to “sustain and enhance America’s global Al dominance”
in competition with international rivals, particularly China. Through these coor-
dinated efforts, President Trump aims to position the United States at the fore-
front of Al development while maintaining competitive advantages over foreign
competitors in this critical technological domain.

Unleashing American Energy

Affordable and reliable energy serves as the backbone of the U.S. economy,
powering every sector while keeping production and living costs manageable.
This energy foundation ensures accessible transportation, supports millions of

 Private stablecoins are cryptocurrencies engineered to maintain a stable value relative to a
reference asset, typically a national currency like the dollar. Dollar-backed stablecoin issuers
achieve this stability through a reserve mechanism: they hold one dollar in reserve for each
stablecoin issued and guarantee redemption at par value upon demand. This convertibility
mechanism creates a reliable one-to-one peg with the underlying currency, providing users
with the benefits of digital assets while minimizing price volatility.
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jobs, and proves especially critical for emerging high-growth industries such
as Al, robotics, and data centers. Beyond economic benefits, domestic energy
production strengthens national security by reducing America’s dependence on
foreign energy sources. Therefore, President Trump has taken decisive action
to eliminate unnecessary regulatory restrictions and also regulatory uncertainty
that threatens domestic energy production.

In April 2025, President Trump issued three Executive Orders and one
presidential proclamation to boost American energy output. A key component
of this initiative, Executive Order 14260 (“Protecting American Energy from
State Overreach”), aims to address State and local climate regulations that
are unconstitutional or conflicting with Federal energy policies, thus providing
energy producers with greater regulatory clarity and reduced compliance risks.
The Executive Order specifically targets certain State-level policies, citing New
York’s climate change legislation—which retroactively imposes billions of dollars
in penalties on energy companies for historical greenhouse gas emissions—and
California’s cap-and-trade program, which establishes infeasible emission
reduction targets.®

To meet America’s growing electric power needs and support the growth
and development of data centers and industrial applications, President Trump
issued four Executive Ordersrelated to nuclear powerin May 2025." Collectively,
these orders seek to quadruple domestic nuclear energy capacity between 2024
and 2050 and support the development of advanced Generation Ill+ reactors
and small modular reactors. To achieve these goals, the orders implement
much-needed reforms at the Nuclear Regulatory Commission, encompassing
its “structure, personnel, regulations, and basic operations” (90 FR 22587).
Furthermore, these orders mandate the deployment of advanced reactors
across facilities operated by the Department of War and DOE, and establish
a “fuel bank . . . of high assay low-enriched uranium . . . for any project from
the private sector which receives authorization to construct and operate at a
[DOE]-owned or -controlled site and that is regulated by [DOE] for the purpose
of powering Al and other infrastructure” (90 FR 22581). The orders also initiate
reforms of the bureaucratic reactor testing process at National Laboratories
and establish a pilot program to construct and operate test reactors outside the
National Laboratories but subject to DOE oversight.

To promote increased coal-powered electricity production and over-
come the regulatory uncertainty associated with this power generation source,

®The New York retroactive penalty program was authorized by the state Climate Change
Superfund Act (2024) and the California cap-and-trade system is principally authorized by the
California Global Warming Solutions Act of 2006.

' These are Executive Order 14299 (“Deploying Advanced Nuclear Reactor Technologies for
National Security”), Executive Order 14300 (“Ordering the Reform of the Nuclear Regulatory
Commission”), Executive Order 14301 (“Reforming Nuclear Reactor Testing at the Department
of Energy”), and Executive Order 14302 (“Reinvigorating the Nuclear Industrial Base”).
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President Trump issued Executive Order 14261. This Presidential action aims
to revitalize the American coal industry through several key mechanisms. The
order addresses growing energy demand from Al data centers and manufactur-
ing facilities by promoting coal technology development and increasing Federal
investment in the sector. Notably, the order reclassifies coal as a “mineral,”
thereby extending Federal mineral policy benefits to coal operations. This rep-
resents a significant policy reversal from the Biden Administration’s efforts to
transition domestic electricity generation away from coal-based sources.

In order to streamline energy regulations and eliminate obsolete rules,
President Trump signed Executive Order 14270, which mandates that key
agencies—including EPA, DOE, the Federal Energy Regulatory Commission,
and the Nuclear Regulatory Commission—assign sunsetting expiration dates
to all existing and proposed energy-production regulations. Under this system,
current regulations will automatically expire one year after the sunset rule takes
effect, unless agencies successfully justify their extension through notice-and-
comment rulemaking. New regulations face even stricter limitations, with a
maximum five-year lifespan before mandatory review and potential elimination.

Conclusion

Since returning to office, the President has prioritized comprehensive regula-
tory relief for American families and businesses. These reforms are projected
to generate over S5 trillion in potential long-run savings through a systematic
reduction of regulatory burdens.

The scale of this opportunity reflects the regulatory expansion of the pre-
vious Administration, which finalized regulations with record estimated costs
ranging from $1.8 trillion to S5 trillion in present value. Reversing these regula-
tions—assuming their costs directly reduced GDP without offsetting market
benefits—could boost annual U.S. GDP growth by 0.29-0.78 percentage point
over the next two decades.

President Trump has already signed executive actions that target key
areas of the American economy, including consumer essentials, energy and
natural resource production, and technological innovation. By targeting essen-
tials like food, housing, energy, and healthcare, while simultaneously promoting
innovation in digital finance and Al, the Administration’s approach positions the
United States for sustained growth and prosperity. Thoughtful deregulation can
simultaneously boost growth, reduce inflation, and improve fiscal sustainabil-
ity—outcomes that benefit all Americans.
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Chapter 3

Rebuilding America’s International Trade Policy

The current international trade policy is the engine of American economic
strength, industrial capacity, and global leadership, and it safeguards national
security. It shapes the competitiveness of U.S. workers and firms, the resilience of
critical supply chains, and the Nation’s ability to lead in advanced manufacturing,
technological innovation, and energy production. International trade is a critical
component of the American economy, opening up additional markets for U.S.
businesses to sell their products and enabling the valuable exchange of goods
and services across borders. This process fosters efficiency, increases product

variety for consumers, and drives economic growth.

Foreign unfair trading practices and beggar-thy-neighbor trade and industrial
policies in other countries have created tremendous problems across the U.S.
economy and negate the efficiencies of trade, to the detriment of American
workers and industry. Decades of these practices have resulted in massive U.S.
trade deficits, have disrupted the livelihoods of American workers, and have
created vulnerabilities in supply chains and critical industries that pose risks
for national security (Autor, Dorn, and Hanson 2016). When President Trump
returned to office in January 2025, he did so with a clear mandate from the
American people: to confront a trade system that had drifted far from bal-
ance, fairness, and reciprocity, and to restore trade policy as a tool that serves

American workers, industries, and national security.

The Administration inherited a trading system plagued by large and persistent
goods deficits, structural asymmetries in market access, and global trade prac-
tices that too often advantaged foreign producers while undermining American

production. The United States no longer produces many key manufactured
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products and inputs across the modern global value chain, and the trajectory
was one of continued decline. Meanwhile, despite the openness of the U.S. mar-
ket, American exporters continued to face tariffs, nontariff barriers, discrimina-
tory regulations, and unfair state-backed industrial policies abroad. Loopholes
and outdated enforcement mechanisms weakened the integrity of U.S. trade

laws and customs systems, allowing unfair competition to flourish at scale.

In 2025, the President crafted the new America First Trade Policy that does not
allow other countries to treat us unfairly and grow at the expense of our citizenry
and economy. It recognizes and is centered in U.S. sovereignty and national
interests. The Administration has pursued a comprehensive strategy to rebuild
the US. industrial base, rebalance trade relationships, enforce reciprocity, close
loopholes that undermine American workers, and use America’s market power
to secure better terms with trading partners. President Trump has leveraged
trade policy as a catalyst for investment—driving unprecedented levels of
domestic and foreign capital into U.S. manufacturing, energy, technology, and

infrastructure.

his chapter describes the trade conditions facing President Trump upon

his return to office, outlines the Administration’s approach to restoring

balance and fairness, and highlights some of the recent major trade and
investment achievements that have already begun to reshape America’s eco-
nomic trajectory and to strengthen its national security.

Balancing Trade

Upon returning to office, President Trump confronted a trade system that was
structurally misaligned with America’s economic and national security interests.
These distortions included nonreciprocal tariff regimes, extensive foreign
subsidies, state-directed overcapacity, and regulatory barriers that limited
U.S. exports while foreign producers benefited from access to the U.S. market.
The result was degradation of America’s industrial base and wages across our
economy.

After decades of balanced trade and trade surpluses, the United States
began running consistent trade deficits in goods in the second quarter of 1976
(BEA 2026). The United States’ goods trade balance, which is the difference
between its exports and imports of goods, was in a deficit of $1.2 trillion in 2024:
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Figure 3-1. U.S. Goods Trade Balance as a Share of GDP,
1976-2024
Percentage of GDP

1976 1984 1992 2000 2008 2016 2024
0

-1

Sources: Bureau of Economic Analysis; CEA calculations.
Note: Negative trade balances indicate a trade deficit.

the United States bought about $3.3 trillion in goods from other countries,
but only sold approximately $2.1 trillion of goods to them (BEA 2026). This
represents an increase of almost 40 percent from the value of the 2020 goods
trade deficit. The 2024 goods trade deficit amounts to 4.1 percent of U.S. gross
domestic product (GDP), a marked increase from the late 1990s, when the
goods trade deficit consistently hovered around 2 percent of GDP (figure 3-1).

Inrecentyears, the U.S. trade deficit has become increasingly pronounced
across several key sectors of the economy. For example, between 2011 and
2024, the U.S. agricultural trade balance fell from a surplus of $39.3 billion to
a deficit of $37.6 billion. Similarly, U.S. trade in advanced technology products
deteriorated from a surplus of $5.3 billion in 2000 to a deficit of $29.7 billion in
2024. And from 1997 to 2024, U.S. manufacturing employment likewise fell from
a high of 17.4 million workers down to 12.8 million (figure 3-2).

In 2024, in addition to running the largest aggregate goods trade deficit
in world history, the United States ran bilateral goods trade deficits with most of
its major trading partners (figure 3-3). The United States’ largest goods trade
deficit was with China, at $295 billion.

In 2025, the United States improved its goods trade balance with many
countries, including China, the United Kingdom, Italy, Germany, and South Korea.
The goods trade deficit has greatly narrowed during the Trump Administration,
from a monthly average deficit of $101 billion in 2024, to $87 billion in November
2025 (U.S. Census Bureau and BEA 2026).
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Figure 3-2. U.S. Manufacturing Employment and Share of Total
Employment, 1970-2024
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Figure 3-3. U.S. Goods Trade Balance, by Country, 2024
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Sources: Bureau of Economic Analysis; CEA calculations.
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Table 3-1. Top Five Changes in U.S. Goods Imports, 2024 versus
2025, January through October, by Trading Partner

Taongparner  Clpngeinooneors  Perceiage dange n
Top five decreases
China -971 -26.7
Canada -20 -5.8
Germany -6.4 —4.8
South Korea -5.7 -5.2
Singapore 4.7 -12.9
Top five increases
Taiwan 59.6 61.5
Switzerland 54.4 125.3
Vietnam 45.5 40.4
Ireland 39.8 46.8
Mexico 23.9 5.6

Sources: Trade Data Monitor; CEA calculations.
Note: Changes in goods imports are equal to goods imports in January—October 2025 minus
January—October 2024.

This past year also produced important changes in U.S. bilateral trad-
ing patterns, most notably a reduction in imports from China, with U.S. goods
imports from China falling by $97.1 billion (table 3-1) (U.S. Census Bureau and
BEA 2026). Imports from China in 2025 (through October) fell to 9.3 percent of
total U.S. imports, which is near the 8.9 percent level in 2000—the year before
China joined the World Trade Organization—and down significantly from 13.4
percent in 2024 (Alfaro and Chor 2025). Table 3-1 shows that goods imports
also fell from Canada, Germany, South Korea, and Singapore, while increasing
with Taiwan, Switzerland, Vietnam, Ireland, and Mexico.

Aligning Policy with Sovereignty, National
Security, and Industrial Resilience

Sectoral tariffs designed to address supply chain and national security vulner-
abilities are a key component of the Trump Administration’s trade policy.
President Trump is utilizing his authority to deal with threats to the national
security and economy of the United States. For example, President Trump has
used Section 232 of the Trade Expansion Act of 1962 to address threats to impair
the national security of the United States posed by imports of certain articles
and their derivatives; these threats arise from, among other things, import
dependence in industries critical to the United States’ defense, industrial, and
economic capabilities. The Administration has used this authority to assess
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Figure 3-4. U.S. Production of Steel, Aluminum, Copper, and
Automobiles, 1972-2025
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Sources: Board of Governors of the Federal Reserve System; Bureau of Economic Analysis.
Note: NAICS = North American Industry Classification System. NAICS code 3313 refers to
alumina and aluminum production and processing. NAICS code 21223 refers to copper,
nickel, lead, and zinc mining. NAICS code 3311, 2pt. refers to a partial grouping of NAICS
code 3311 (iron and steel mills and ferroalloy manufacturing) and NAICS code 3312 (steel
product manufacturing from purchased steel).

where sustained import pressures, global excess capacity, or supply chain
concentration threatened the ability of U.S. producers to meet national security
demands, especially in times of stress or conflict.

Actions taken under Section 232 have focused on rebuilding domestic
productive capacity in core manufacturing sectors, including steel, aluminum,
copper, lumber, automobiles, and trucks. These industries underpin infrastruc-
ture development, defense production, and broader economic activity, but over
the past decades, domestic production in each has stagnated or declined (figure
3-4). These measures have, among other things, incentivized domestic produc-
tion and investment in U.S. facilities and operations.

President Trump’s use of Section 232 authority over the past year has
demonstrated a deliberate strategy to craft an America First Trade Policy
aligned with national security and industrial competitiveness objectives. These
actions have been used to strengthen the conditions under which U.S. manu-
facturers can invest, expand, and compete globally. By rebuilding the domestic
industrial base in strategically significant sectors, the Administration is ensur-
ing that the United States maintains the production capacity, workforce, and
technological capabilities necessary to support long-term economic growth
and national security.
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Trade Agreements Designed to Deliver Results

Since the start of his second Administration in 2025, President Trump has
worked to address America’s trade imbalance and the trade deficit’s negative
consequences. By implementing a global tariff regime and establishing newly
negotiated, historic trade agreements with some of the United States’ largest
trading partners, the Trump Administration has instituted a system that works
in favor of American interests. By rebalancing economic ties with America’s
trading partners, these agreements commence a shift away from the unequal
arrangements that limited access for American producers, and move toward
a framework that secures meaningful market access abroad and incentivizes
domestic investment. This strategy, therefore, delivers benefits for American
workers, manufacturers, farmers, ranchers, and businesses.

The United States-European Union Economic Framework

In August 2025, the United States and the European Union announced a
comprehensive Framework on an Agreement on Reciprocal, Fair, and Balanced
Trade (DOC, IEA, and USTR 2025a). Under this framework, the EU will eliminate
tariffs on all U.S. industrial goods and provide preferential market access for
numerous U.S. agricultural and seafood products. The United States has estab-
lished a tariff regime that includes a 15 percent baseline rate on EU-originating
goods, with exclusions for some components and resources that are not readily
available in the United States. The framework is designed as a fundamental first
step in the Trump Administration’s effort to expand market access for American
producers and to ensure fair trade (European Commission 2025; White House
2025a).

In the U.S.-EU trade framework, the European Union outlined plans to
purchase $750 billion in U.S. energy products through 2028, to increase pro-
curement of U.S. military and defense equipment, and to purchase at least $40
billion in U.S. artificial intelligence (Al) chips. European firms have pledged to
invest an additional $600 billion across strategic U.S. sectors over the same
period. Simultaneously, the agreement includes cooperation on standards and
efforts to reduce or eliminate nontariff barriers in key industries, such as auto-
mobiles, digital trade, and food products (European Commission 2025; White
House 2025a).

This framework reflects a broader alignment of American and European
strategic interests. Both sides have committed to enhancing cooperation on
reliable, diversified energy supplies and promoting cross-border investment
flows to sectors that are critical to national security and technological innovation
(European Commission 2025). By modernizing the trade relationship between
the United States and the EU, the new framework supports long-term growth
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and competitiveness for the U.S. and EU economies (DOC, IEA, and USTR
2025a).

The United States-Japan Strategic Trade and Investment Partnership

In July 2025, the United States and Japan announced their Strategic Trade
and Investment Agreement. This agreement strengthens economic relations
between two of the world’s largest economies through a mutual commitment
to long-term prosperity and a more balanced economic alliance (White House
2025b).

One of the agreement’s central provisions is Japan’s $550 billion commit-
ment to invest in the United States. Japan’s investment is structured to expand
American industries by channeling Japanese capital into crucial American
industries, such as energy infrastructure and production, semiconductor manu-
facturing, and critical minerals mining and refining. Through this arrangement,
Japanese investment will strengthen U.S. production capacity and deliver tan-
gible economic benefits for American workers (White House 2025b).

In addition to Japan’s investment commitments, the agreement estab-
lishes a 15 percent baseline tariff framework on most goods from Japan, while
also expanding access to Japan’s markets for U.S. producers. The frame-
work includes increased Japanese purchases of U.S. agricultural products and
improved treatment of U.S.-manufactured vehicles and industrial goods in the
Japanese market (White House 2025b).

The United States-United Kingdom Economic Prosperity Deal

In May 2025, the United States and the United Kingdom agreed on the U.S.-U.K.
Economic Prosperity Deal. The agreement establishes a framework to expand
reciprocal trade and removes harmful trade barriers for American producers
(DOC, IEA, and USTR 2025b). In the deal’s framework, the United Kingdom
agreed to improve market access for certain U.S. goods, including significant
duty-free quotas for American beef and ethanol (Jozepa and Webb 2026).
The United States agreed to provide adjusted tariff treatment for select U.K.
products, thus expanding commercial opportunities for both nations (DOC,
IEA, and USTR 2025b). In addition to modifying tariff provisions, the Economic
Prosperity Deal includes commitments to streamline issues related to customs
and enhance regulatory cooperation in agricultural exchange (White House
2025c¢).

The pharmaceutical arrangement provides a key provision that addresses
long-standing concerns about pricing and market access for innovative medi-
cines. In this framework, the United Kingdom committed to reforms that
improve pricing outcomes for innovative pharmaceuticals and support greater
investment in pharmaceutical development. In return, the United States agreed
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to provide favorable trade treatment for U.K.-originating pharmaceuticals and
certain medical technologies (USTR 2025a).

Modernizing the United States’ Trade and Invesiment Ties with Taiwan

In February 2026, the United States and Taiwan announced their Agreement
on Reciprocal Trade, building on their January 2026 investment agreement that
commits Taiwan-based firms to at least $250 billion in investment in U.S. semi-
conductor, energy, and Al production. This investment is complemented by an
additional $250 billion in Taiwanese government financing and credit support
for a semiconductor supply chain and ecosystem in the United States. These
commitments are intended to expand semiconductor manufacturing capacity
on American soil, reinforcing U.S. leadership in the foundational technologies
that are essential both for economic growth and national security (USTR 20263;
DOC 2026).

The Agreement on Reciprocal Trade modernizes the bilateral trade
relationship by expanding market access for U.S. exports. For example, the
agreement removes Taiwan’s trade barriers on U.S. agriculture and industrial
exports. The agreement establishes clear trade conditions and promotes fair
competition, ensuring that American businesses are able to succeed in Taiwan’s
markets (USTR 2026a).

Fundamentally, the integrated trade and investment deals with Taiwan will
support high-value job creation, develop advanced manufacturing capabilities,
and reduce vulnerabilities in critical supply chains. Simultaneously, U.S. firms
are provided with improved access to Taiwan’s markets, which strengthens
the United States-Taiwan economic relationship in the direction of innovation
and economic security. By aligning strategic tariff treatment with investment
incentives, this trade framework with Taiwan encourages firms to contribute to
domestic capacity expansion.

Deepening the United States’ Partnership with South Korea

Building upon decades of goodwill and a fruitful alliance, the United States and
South Korea have recently advanced a strengthened economic partnership.
Their November 2025 agreement emphasizes commercial cooperation and
durable trade terms (USTR 2025b).

A key aspect of this modernized partnership is South Korea’s commitment
toinvestin the United States. Thisinvestmentis structured to support American
economic and strategic goals. Included in this investment framework is $200
billion in Korean government investment in U.S.-approved projects crucial for
America’s national and economic security, and $150 billion in Korean govern-
ment investments that will aid in the expansion of U.S. shipbuilding capacity.
This framework ensures that investments flow toward the United States’
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domestic production capacity and will enhance its manufacturing competitive-
ness for the long term (White House 2025d).

The United States and South Korea have also reaffirmed their past trade
agreements, ensuring the continuation of their mutually beneficial relationship.
These renewed agreements include terms that support market conditions for
U.S. exporters and reinforce cooperation across a variety of strategically impor-
tant industries. The renewed economic partnership between the United States
and South Korea will help strengthen America’s domestic manufacturing base
while remaining integrated with this key strategic partner (USTR 2025b).

Advancing the United States-India Economic Partnership

In February 2026, the United States and India reached an agreement on a mutu-
ally beneficial and reciprocal trade framework, which will serve as the foundation
for reaching a broader trade agreement in the future. The framework reflects
India’s commitment to eliminate or significantly reduce tariffs on U.S. industrial
and agricultural goods. In turn, the United States agreed to reduce tariff rates
on Indian goods to 18 percent. Additionally, both sides agreed to negotiate more
robust rules of origin and address long-standing nontariff trade barriers (White
House 2026a).

Critical to this agreement is India’s substantial commitment to pur-
chase $500 billion in U.S. exports over the next five years. This commitment
will strengthen domestic industries, including aerospace, energy, technology
products, and minerals. This agreement is expected to increase demand for
American industry and support high-quality jobs and resilient supply chains. By
leveraging American market access to secure more competitive exports and
large-scale investments, the framework deepens the U.S.-India economic part-
nership in ways that advance American competitiveness and prosperity (White
House 2026a).

Delivering Export Growth and Supply Chain
Resilience Through Additional Agreements

In addition to the above-mentioned partnerships and deals with the United
States’ largest trading partners, the Trump Administration has also announced
numerous bilateral trade and framework agreements aimed at expanding
market access and improving trading conditions for U.S. goods and services.
These initiatives will strengthen both the U.S. economy and national security
by reducing trade barriers, supporting exports, and strengthening commercial
commitments with U.S. partners around the world:
* The United States reached a reciprocal trade deal with Indonesia that
opens the Indonesian market to U.S. exports on a favorable basis. The deal
grows export opportunities for U.S. makers and producers by strengthen-
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ing cooperation in key supply chains (White House 2026b).

The United States and Malaysia announced a trade deal in which Malaysia
commits to granting preferential treatment to U.S. exports for a range of
industries and diminishing nontariff barriers. The agreement also estab-
lishes a partnership for developing critical minerals (USTR 2025c).

The United States and Cambodia achieved a trade deal that completely
eliminates tariffs on U.S. goods, creating market access for the entirety

of US. exports. The agreement also breaks down nontariff barriers for
American exporters (USTR 2025d).

The United States and Thailand declared a framework for fair trade that
eliminates tariffs on 99 percent of goods, including industrial, food, and
agricultural products. Thailand also agreed to reduce nontariff barriers and
adopt certain regulatory standards (USTR 2025e).

The United States and Vietnam announced a framework for fair and bal-
anced trade that removes tariffs on almost all U.S. goods, including food
and agricultural products. The deal provides U.S. exporters with broad
access to Vietnam’s market (USTR 2025f).

The United States reached a framework for a trade agreement with El Sal-
vador that reduces nontariff barriers on U.S. exports and facilitates market
access for U.S. producers. This agreement expands business opportunities
for U.S. manufacturers and exporters (USTR 2025g).

The United States announced a trade agreement with Argentina that
provides preferential market access and reduces nontariff barriers for U.S.
products. This deal strengthens the U.S.-Argentina bilateral relationship
by facilitating trade and investment and streamlining regulation (USTR
2025h).

The United States and Ecuador announced a framework for a trade deal
that removes or reduces tariffs and nontariff barriers, particularly for U.S.
agricultural exports (USTR 2025i).

The United States reached a framework for a trade agreement with Gua-
temala aimed at facilitating preferential market access for U.S. exporters
to the Guatemalan market and lessening nontariff barriers to U.S. trade
(USTR 2025j).

The United States’ framework for a trade deal with Switzerland and
Liechtenstein creates unprecedented market access for key United States
agricultural and industrial exports by reducing tariff and nontariff barriers,
increasing cooperation to strengthen supply chain resilience, and en-
couraging substantial new Swiss investment in the United States (White
House 2025¢).

The United States’ trade agreement with Bangladesh creates preferen-
tial market access and removes nontariff barriers for American industrial
and agricultural products, strengthens intellectual property protections
for American technologies and innovations, and increases supply chain
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resilience (USTR 2026b).

e The United States’ framework for a trade deal with North Macedonia will
eliminate duties on all U.S. industrial and agricultural exports to North
Macedonia and break down additional nontarrif barriers (USTR 2026c).

President Trump’s trade agreements represent a fundamental realign-
ment of the United States’ approach to trade relationships. Each agreement
was and is being negotiated with the interest of the nation at mind: protecting
America’s national security, economy, workers, farmers, and businesses. These
agreements demonstrate this Administration’s commitment to use trade not
only as a means for development but also a tool to advance U.S. economic
strength and safeguard America’s national security.

Trade as a Driver of Investment and Industrial Renewal

By enforcing fair and reciprocal trade, restoring confidence in American manu-
facturing, securing energy dominance, and aligning trade policy with national
economic and security priorities, the Trump Administration has catalyzed an
unprecedented wave of domestic and foreign investment. Over the past year,
both domestic and foreign companies have committed trillions of dollars to
build factories, expand capacity, deploy advanced technologies, and create
durable jobs across the United States.

Across technology, artificial intelligence, semiconductors, pharmaceuti-
cals, energy, infrastructure, and food production, hundreds of billions of dollars
are being deployed into projects across the country. Tariffs play a critical role
in spurring these investments. As part of trade deals and other agreements,
President Trump has secured trillions of investments and purchase commit-
ments for the United States from domestic and foreign companies as well as
foreign governments.

Closing Loopholes and Reasserting the Rule of Law in Trade

The Trump Administration has prioritized fighting customs fraud and address-
ing current loopholes in U.S. trade policy. U.S. Customs and Border Protection
(CBP) has increased trade enforcement efforts under the Enforce and Protect
Act and related authorities, uncovering significant unpaid duties often related
to the misrepresentation of country of origin and the transshipment of goods
through intermediary countries in several high-profile cases (CBP 2025a).

In addition, the Department of Justice has increased its role in enforcing
U.S. trade laws by pursuing actions against companies that engage in fraud
or evade duties (DOJ 2025a, 2025b). On August 29, 2025, the Department of
Justice launched a cross-agency Trade Fraud Task Force with the Department
of Homeland Security to combat and prevent trade fraud, which deprives the
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government of revenue and weakens national security (DOJ 2025¢). The task
force has resolved several cases of significant illegal duty and tariff evasion via
country-of-origin misrepresentation and transshipment (DOJ 2025d; Pillsbury
Winthrop Shaw Pittman LLP 2025).

The End of De Minimis

In 2025, the Trump Administration closed the de minimis loophole for ship-
ments. De minimis treatment allowed shipments with self-declared values
below a threshold to enter the United States without paying duties, and facing
little inspection when compared with regular entry channels. When Congress
created the de minimis rule in 1938, that threshold was $1; in 2025, it was S800.
De minimis shipments have skyrocketed from 134 million in 2015 to 1.36 billion
in 2024 (CBP 2025).

Created by an amendment to the Tariff Act of 1930 in 1938, the original
purpose of de minimis, which is Latin for “too trivial or minor to merit consider-
ation,” was “to avoid expense and inconvenience to the Government dispropor-
tionate to the amount of revenue that would otherwise be collected” (19 USC
1321). There were three categories: (1) bona fide gifts mailed from abroad, with
a $5 limit; (2) articles brought in by travelers for household use, also $5; and (3)
“any other” de minimis items, including commercial goods, at $1. In 1938, many
of the technologies that now improve the productivity of customs officials in
assessing duties did not exist. The shipping container, for instance, would not
exist until 1956, and the packaging of maritime goods that arrived to U.S. ports
was not uniform. To prevent customs officials from assessing duties that were
not worth the cost of assessing them, Congress authorized the Secretary of the
Treasury “to admit articles free of duty when the expense and inconvenience
of collecting the duty ... would be disproportionate to the amount of such duty.”
The de minimis rule had a wide-ranging impact on competition, public health
and safety, and revenue.

In 1952, Congress debated HR 5505, the “Customs Simplification Act.”
There were proposals to increase the thresholds, but domestic industry suc-
cessfully convinced Congress to maintain the $1“all other” de minimis threshold
(Public Law 1953). It was not until 1978 that Congress raised the “all other”
threshold to $5, citing inflation adjustments (S. Rep. No. 95-778, at 28-29, May
2,1978).

In 1994, the year the North American Free Trade Agreement went into
effect, Congress raised the threshold to enable commercial shipments to enter
without paying duties or facing inspection. The Customs Modernization Act, or
“Mod Act,” increased the bona fide gift threshold from S50 to $100; from $25 to
$200 for traveler articles; and a large increase from S5 to $200 for “all other” de
minimis.
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Figure 3-5. Import Statistics for De Minimis
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A more significant change was the U.S. Customs Service amending its
regulations, under 19 USC sec 143.26, allowing express shippers to import
goods without using a customs broker. For the first time in U.S. history, those
who merely shipped goods were granted the right to import without being an
importer of record or a customs broker representing the importer of record.
These two changes caused the first major explosion in de minimis imports.

The de minimis threshold was increased further to $800 in March 2016,
after which de minimis imports increased even more, both as a share of e-com-
merce sales and as a share of all imports (figure 3-5). The increased use of de
minimis treatment likely exacerbated “the retail apocalypse” of the late 2010s.
During the 2010s, a number of iconic American brick-and-mortar retailers, such
as Toys R Us and Sears, filed for Chapter 11 bankruptcy protection, shuttering
stores. Peer-reviewed research has found that local increases in e-commerce
spending cause declines in brick-and-mortar retail sales (Chava et al. 2023).

Of course, e-commerce—and its benefits—would have existed without
the de minimis rule, but because of de minimis treatment, brick-and-mortar
retailers faced e-commerce competition subject to a tariff rule that privileged
foreign direct-to-consumer business models over themselves. If a direct-to-
consumer business sold to a U.S. consumer and shipped the good subject to de
minimis treatment, no duty would be paid on the good. If Toys R Us or Sears sold
the exact same good as wholesale merchandise, such a shipment would almost
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certainly have exceeded the $800 de minimis threshold. Thus, de minimis treat-
ment tilted the playing field against U.S. brick-and-mortar retailers by exposing
their supply chains to tariff liability that eluded direct-to-consumer shipments.

Public health and safety. Trade and trade policy are also important fac-
tors in national security and public health, and the end of de minimis treatment
reflects the Administration’s commitment to using trade policy as a tool to
achieve national security and public health goals. According to Customs and
Border Patrol, in 2024, de minimis shipments accounted, by count, for around
98 percent of narcotics seizures, 97 percent of counterfeit goods seizures, and
77 percent of health and safety seizures, including weapons parts and fentanyl
precursors (CBP 2025).

Revenue. Ending de minimis treatment prevents large volumes of low-
value shipments from entering the United States without paying the duties that
would apply if shipped through other customs processes. By restoring parity
between small-package imports and other goods, the reform strengthened
enforcement and ensured that all imported products competing with U.S.
manufacturers are subject to the same trade rules. The impact of closing the
de minimis loophole has been immediate and measurable. According to the
Department of Homeland Security, U.S. Customs and Border Protection has
collected more than $1 billion in duties that previously went uncollected under
the exemption (CBP 2025), underscoring the scale of revenue loss under the
prior system and the effectiveness of the reform.

Conclusion

The America First Trade Policy set forth by President Trump has restructured
the United States’ approach to international trade. By insisting upon fairness,
enforcing preexisting authorities, and linking trade outcomes to domestic
production and investment, the Administration has reshaped the role of trade,
using it as a strategic tool to strengthen the American economy and bolster
national security.

Across the economy, trade policy has been pursued in conjunction with
wider efforts to rebuild the manufacturing base, secure critical supply chains,
expand energy exports, and expand America’s leadership in cutting-edge
technologies. The exercise of U.S. trade authorities, combined with strategic
agreements and frameworks, has improved American access to foreign markets
while simultaneously fostering domestic investment. These efforts reinforce
the linkage between trade, industrial competitiveness, and national security,
creating conditions for the next golden age of economic flourishing.

This new course has already begun to yield tangible results. The evi-
dence demonstrates a clear shift away from concentrated, heavily subsi-
dized foreign suppliers, toward more diversified global supply chains, thereby

Rebuilding America’s International Trade Policy | 77



reducing America’s economic dependence on potentially adversarial nations
and strengthening national security.
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Chapter 4

Achieving Energy Dominance to
Power American Prosperity

The United States has vast energy resources and the extensive technical
expertise to produce the energy needed by its increasingly high-tech economy.
But prior policies have prevented the United States from capitalizing on these
comparative advantages. For much of the last two decades, U.S. energy policy
has been driven by the climate agenda, with a strong focus on transitioning
from conventional energy sources on which the country has relied for over a
century—petroleum, natural gas, and coal—to new, less-carbon-intensive energy
sources that are at this point less reliable—most notably, solar and wind power

(U.S Energy Information Administration 2011, 2014).

Thisfocus on renewables has exposed Americans to higher energy costs and has
created national security threats from adversarial suppliers of key energy com-
modities and equipment. The reality is that the United States—and the world—
will continue to rely on conventional energy sources for decades to come and
that policy makers need a better framework within which to address U.S. energy

needs (Yergin, Orszag, and Arya 2025; International Energy Agency 2020).

The United States has already achieved global dominance in oil and gas pro-
duction, thanks to domestic technological advances facilitated by a favorable
regulatory environment (MacAvoy 2000; Council of Economic Advisers 2019, 5).
It became a net exporter of natural gas and petroleum in 2017 and 2020, respec-
tively, and is the top global producer of these commodities as of the end of 2023
(U.S. Energy Information Administration 2023a, 2023b). As a result, the United

States is now more integrated into global energy markets and wields more
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geopolitical leverage! The United States can achieve a similar dominance in
electricity supply by investing in domestic supply chains for energy technologies
and high-value manufactured goods, including nuclear reactors, geothermal
equipment, and energy storage. As the United States enters the artificial intel-
ligence era, the Trump Administration is implementing policies that will enable
the country to provide American businesses and households with secure access

to affordable energy at the scale and reliability the U.S. economy needs.

A New Era of Energy Growth

fter more than a decade of near-zero growth (figure 4-1), United States’
demand for electricity is projected to increase by 2 percent or more a
year over the next decade (Bank of America Institute 2025; International
Energy Agency 2025) as the economy continues to reindustrialize, electrify, and
scale up artificial intelligence (Al) integration. Demand for data center capacity
and Al is already contributing meaningfully to electricity demand and economic
activity in the nation. In 2025 alone, electricity demand is on track to grow by
almost 3 percent (data from the Edison Electric Institute), and some analyst

"E.g., European countries are beginning to replace natural gas imported from Russia with U.S.
liquefied natural gas (Abnett 2025).

Figure 4-1. Annual U.S. Electricity Output, 1940-2025
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estimates suggest that capital expenditures related to data centers accounted
for as much as 0.5 percent of quarterly growth in gross domestic product during
the first half of 2025 (Weisenthal and Alloway 2025). Table 4-1lists over $3 tril-
lion in recently announced investments with a component of a data center or Al.
The United States will need a substantial amount of energy to meet this
growth in demand. Consider the recent growth in power demand from comput-
ing. Data center power consumption is often expressed in terms of energy per
server rack—a metal frame that holds computer chips and other processing
equipment. Before Al, computer chips used in traditional cloud applications
consumed 3-5 kilowatts (kW) of energy per rack—the equivalent of about 3-5
homes (Greenstone 2025). Modern, high-density Al chips are substantially
more power intensive and require as much as 120 kW per rack. Advanced,
Al-capable chips slated for release toward the end of 2027 will consume as
much as 600 kW per rack (Moss 2025). That is a 120-fold increase over simple
cloud racks. Without a sufficient (and sufficiently reliable) energy supply, the
U.S. economy will not be able to fully benefit from Al-induced productivity gains
and other socially beneficial innovations that may follow. More importantly, if
data centers become a burden on the energy grid, Americans will face higher
electricity billsand lower disposable income, resulting in a drag on the economy.
The U.S. Department of Energy estimates that by 2030, electricity load
will grow by about 100 gigawatts (GW), with 50 GW coming from data centers
and the rest of the economy contributing the balance (U.S. Department of
Energy 2025). At the end of 2024, over 2,000 GW of new generation capac-
ity was waiting to connect to the grid (Rand et al. 2024), with about 1,600 GW
anticipated to be online by 2030. However, actual completion rates of projects
in the queue have been low—only 14 percent of capacity across all projects, and
even lower for solar and storage projects (Rand et al. 2024, 3, 28). At historic
completion rates, the current interconnection queue would result in just over
200 GW of new generation by 2030. Importantly, only about 25 GW of this
would be dispatchable natural gas capacity—enough to cover only a quarter of
the anticipated demand growth. The remainder would be made up of solar (96
GW), wind (32 GW), and storage (45 GW). This presents several challenges.
The first challenge is that intermittent solar and wind power need to be
backed up by dispatchable sources in order for electricity to be supplied reliably.
Existing grid-scale storage is limited by its scale and duration. It can comple-
ment, but cannot replace, thermal generation. The second challenge is that
intermittent resources produce substantially less electricity than dispatchable
generators of the same capacity because there are times when the sun does
not shine and the wind does not blow. In 2024, the U.S. wind turbine fleet pro-
duced at 34.3 percent of its capacity, while solar photovoltaic panels produced
at 23.2 percent (U.S. Energy Information Administration 2025b). By contrast,
combined-cycle natural gas plants produced at 60.5 percent of capacity (U.S.
Energy Information Administration 2025a) and nuclear plants at 90.8 percent
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(U.S. Energy Information Administration 2025b). At these capacity factors, 200
GW of anticipated capacity additions would yield only 58 GW of actual energy.?

The second challenge is that the average renewable projectis smaller than
the average dispatchable project, which increases the logistical complexity of
meeting growing energy demand. Data center developers have been approach-
ing utilities with requests for more than 1 GW of power (see Skidmore 2025).
The average solar project that entered the interconnection queue in 2024 had a
nameplate capacity of 169 MW; the average storage project, 181 MW; the aver-
age onshore wind project, 242 M\W; and the average natural gas project, 431 MW
(Rand et al. 2024, table 11). Even if they could produce power at 100 percent
of their capacity, wind and solar would be unable to provide uninterruptible
power to data centers and they would still need to backed up by dispatchable
resources. Given the state of current technology, the United States would
not be able to sustain the growing demand for power—and certainly not the
energy-intensive data center industry—without additional dispatchable thermal
generation.

Since entering office in January, the Trump Administration has shifted
energy priorities to ensure that the United States can meet rising power demand
in a manner that does not jeopardize U.S. economic growth or national security
because of dependence on imports of critical energy equipment.

The Shortcomings of Previous Policy

For the last two decades, U.S. energy policy has focused on making the nation
more energy independent and addressing climate change. The former focus
dates back to at least the 1970s. In 1973, in response to the Arab oil embargo
and the ensuing energy crisis, President Nixon launched Project Independence,
vowing by 1980 to “meet America’s energy needs from America’s own energy
resources” (Nixon Foundation 2016).2 After the September 11, 2001, terrorist
attacks, President George W. Bush signed the Energy Policy Act of 2005, which
made energy security synonymous with national security and highlighted the
need to diversify the country’s energy base to include renewables (Bipartisan
Policy Center 2012, 14-15).

The latter focus—climate change—came to the forefront of U.S. energy
policy in about 2015, when the United States and 194 other parties entered into
the Paris Agreement, pledging to reduce greenhouse gas (GHG) emissions
in efforts to limit global warming (United Nations 2015). Since then, the U.S.
government has spent hundreds of billions of dollars incentivizing investment

2 Battery systems are assumed to provide one discharge cycle per day. Thus, the capacity
factor of a 4-hour grid-scale battery would be 4/24 =16.7 percent; see National Laboratory of
the Rockies (2024).

3 The Watergate scandal distracted policymakers from the energy agenda, and Project
Independence was abandoned.
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in wind and solar generation. This has led to an influx of wind and solar genera-
tion capacity (U.S. Energy Information Administration 2025¢), and to a wide-
scale proliferation of Chinese-made equipment, including solar panels and
lithium grid-scale batteries (U.S. Energy Information Administration 2025g;
International Energy Agency 2022, 2024, Institute for Energy Research 2024).
Relying on imported energy components jeopardizes the energy independence
agenda, while relying on Chinese energy equipment creates a national security
threat. Today, the United States is more dependent on intermittent power than
it has been in at least a century, and this has exacerbated higher energy costs
and led to reliability challenges for the U.S. power grid (U.S. Energy Information
Administration 2024b; Wolverton, Shadbegian, and Gray 2022).

The Cost of the Energy Transition

Despite the fact that the United States has spent hundreds of billions of dollars
incentivizing renewable energy investment (Lazzari 2008, 10, 18), electricity has
not become more affordable for Americans. The average residential electricity
price rose at the rate of inflation between 2013 and 2022, and faster since then
(U.S. Energy Information Administration 2024a, 2025d). Behind the average,
however, is a large amount of State- and sector-level variation. Residential
prices have grown the most (Wiser, Barbose, et al. 2025, 15, 16). Real (inflation-
adjusted) prices increased substantially in some States and declined in others
(Wiser, Barbose, et al. 2025, 21). The messaging about renewables has consis-
tently been that more renewables will lead to lower electricity prices because
wind and sunlight are free. In theory, zero fuel costs should translate into lower
generation costs and pass through to consumers in the form of lower electricity
prices. But there are two problems with this argument.

First, arenewable generator does not produce as much electricity as a dis-
patchable generator of the same capacity because, in addition to maintenance-
related downtime, solar and wind generators produce no energy when there
is no sun or wind. Because renewables operate at lower capacity factors than
dispatchable generation (see above), an increasing share of intermittent renew-
ables means that fewer actual M\Ws are available to the grid, increasing the need
for redundancies like grid-scale storage and dispatchable backup generation.
This duplicates costs.

Second, “zero cost of fuel” is a generation-side argument that ignores the
transmission-and-distribution (T&D) side of power markets. To understand
why electricity prices have been rising, we need to understand how electricity
markets function.

The U.S. grid was originally designed to generate electricity at large,
dispatchable power plants and to carry it along wires to consumers. Most gen-
erators in the United States operate in a competitive environment (Borenstein
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and Bushnell 2015), with the lowest-cost generators being dispatched ahead
of higher-cost ones.* T&D utilities buy electricity from generators and send it
via power lines to consumers. They also invest in maintaining and modernizing
power lines and other grid components and in building new transmission and
distribution infrastructure. Power lines and other supporting grid infrastructure
are considered to be a natural monopoly and regulators guarantee T&D com-
panies a certain rate of return on the capital that these companies invest in the
grid. In a competitive generation market, firms increase revenues by reducing
costs. But in a regulated T&D market, revenues are dictated by the policies of
regulators. Since regulators guarantee T&D companies a return on their grid
investment, companies face incentives to “empire-build”’—that is, invest as
much as possible without necessarily considering the cost-effectiveness of the
money spent (e.g., Dunkle Werner and Jarvis 2025).

Now consider what happens when renewables start to make up a larger
share of generation. Since wind and sunlight are indeed free, generation costs
fall. However, much of the existing (aging) grid infrastructure was designed to
efficiently handle one-way power flows. Adding renewables and batteries to
the grid introduces multidirectional electricity flows and requires modern grid
infrastructure that is able to handle such flows. Renewables also increase supply
volatility (e.g., from changing wind patterns or cloud cover) and fluctuations in
frequency and voltage, making it more challenging to keep the grid balanced at
all times.® All this means that, on average, more aggressive renewable integra-
tion results in particularly large increases in grid costs (U.S. Energy Information
Administration 2024c). And higher grid costs result in higher T&D expenses,
which regulators pass down to consumers in the form of higher electricity
prices. Other idiosyncratic factors have also played an important role in rising
electricity costs, including recovery costs from wildfires in California and hur-
ricanes in Florida, scarcity of important components like gas turbines and power
transformers, and global geopolitics, like the upward pressure that the Russia-
Ukraine war has put on natural gas prices. These factors have caused electric-
ity prices to change at different rates in different parts of the country, with
Californians seeing by far the largest price increases (Wiser, O’'Shaughnessy, et
al. 2025, 4).

Research shows that on average, T&D costs in the United States have
been rising faster than generation costs have been falling, leaving consumers
with higher electricity bills (Wolverton, Shadbegian, and Gray 2022). Utilities’

4 Some parts of the country still have vertically integrated power markets with limited or no
competition among generators, but the vast majority of the U.S. population lives in regions
where generators compete on price.

5Investigations revealed that the widespread power outage that occurred on the on the Iberian
Peninsula on April 18, 2025, was caused by unusually large voltage oscillations (North American
Electric Reliability Corp. 2025b). Although the investigations did not directly blame renewable
energy for the blackout, having a high share of renewables online increases the chance of
voltage and frequency imbalances. See, e.g., Barth et al. 2024, 5-6, table 3, 17.
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spending on T&D has increased more than 2.5 times since 2003, from less than
$30 billion a year to nearly $80 billion (U.S. Energy Information Administration
2024b), and this spending is being passed on to consumers through rate
increases. Electric utilities requested $13 billion in rate increases between 2013
and 2015, and $39 billion between 2022 and 2024 (U.S. Energy Information
Administration 2024b). Recent academic research shows that, across most of
the United States, residential electricity prices are higher than the social mar-
ginal cost (SMC) of electricity (Borenstein and Bushnell 2022, 80). The SMC is
the cost that includes the negative effects of pollution and other environmental
externalities associated with electricity generation, and represents the socially
optimal price of electricity. Prices above or below the SMC distort consumption
decisions, resulting in lost economic benefits. In California—the nation’s leader
in solar power generation—retail electricity prices are several times higher than
their SMC (Borenstein, Fowlie, and Sallee 2022, 4).

Market and Regulatory Challenges and Solutions

In order to restore the security, reliability, and affordability of the U.S. energy
supply, the Trump Administration has taken executive and legislative actions to
incentivize investment in reliable, dispatchable generation; eliminate burden-
some regulations; streamline permitting and approvals for energy infrastructure
projects; and investin domestic supply chains to reduce import dependence and
the national security concerns that come with that dependence (White House
2025a; U.S. Congress 2025). Since the start of the Administration, companies
and governments have pledged over $1 trillion in U.S. energy-related spending
(see table 4-2) (White House 2025b). What follows is a discussion of specific
energy market challenges and the Administration’s formulated solutions to
these challenges.

Project Approvals Are Cumbersome and Slow

Most energy infrastructure projects face long permitting and approval time-
lines. All projects with a Federal nexus (those located on Federal lands, receiv-
ing Federal funds, etc.) must go through a review mandated by the National
Environmental Policy Act (NEPA). This review assesses the scope of a project’s
environmental damage and creates a mitigation and remediation plan (U.S.
Environmental Protection Agency 2025a). In 2024, a NEPA review took more
than two years to complete, prolonging the completion times of many energy
and infrastructure projects (Council on Environmental Quality 2025, 1,3,5).

8 The research discussed here is based on data from 2014 to 2016. Electricity prices have
increased since then, and so has renewable integration. More renewable generation should
have lowered the SMC, which suggests that the gap between the SMC and prices has only
grown.
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The Trump Administration has carried out a substantial overhaul of NEPA. It
put Federal agencies in charge of streamlining and coordinating reviews, and
expediting approvals (Federal Register 2025, 10613). Under the national energy
emergency declaration, the Administration has compressed the timeline for
NEPA reviews from two years to 28 days and 14 days for projects with and
without a significant environmental impact, respectively (U.S. Environmental
Protection Agency 2025b). Larger and more complex energy infrastructure
projects, like pipelines and power grids, face particularly long approval timelines
because they may fall under the jurisdiction of multiple agencies or require more
rigorous studies (Council on Environmental Quality 2025, 5-6).

Regulatory overhaul will make it easier to construct needed infrastructure
and solve the “trapped energy” problem. In Texas’ Permian Basin, for example,
natural gas prices at the Waha hub often turn negative because a lack of
pipelines keeps produced gas from getting to market (Disavino 2025). At the
same time, during extreme winter weather, New York and New England resort
to using old coal- and oil-based peaking plants to meet electricity demand
because the lack of pipeline capacity does not allow enough natural gas to reach
the regions’ gas generators (North American Electric Reliability Corp. 2025a;
U.S. Energy Information Administration 2025e). Better connecting natural gas
production sites with large power demand markets will benefit both producers
and consumers by helping to keep gas production profitable while reducing
electricity costs.

The Nuclear Energy Industry Needs a Reboot

The Trump Administration has overhauled the Nuclear Regulatory Commission
and has reduced approval times for new nuclear reactors from over one decade
to one year (White House 2025c, 2025d, 2025e, 2025f). This overhaul, in com-
bination with executive actions that have reprioritized baseload generation, has
led utilities to embark on restarting nuclear reactors that were in early stages of
the decommissioning process (Crownhart 2024; Talen Energy 2025). Increased
interest in nuclear power from data center developers and other large loads is
already helping to increase the amount of clean baseload generation on (and
off) the grid and to ensure that the United States remains at the forefront of the
global Al race. Further technological and commercial developments in small
modular reactor designs may also help advance the U.S. nuclear industry, both
at home and abroad.

Connecting a New Generation to the Grid Is Slow

The process of connecting new electricity generation projects to the grid is
another area in which projects are experiencing long waiting times and which
the Trump Administration is streamlining. To connect to the grid, all new power
generation projects must follow an interconnection queue. While in the queue,
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projects undergo impact studies to figure out what grid upgrades or transmis-
sion equipment is needed before connecting a new project to power lines, and
how much the needed upgrades and equipment will cost.

The queue is long, with a median wait of three years (Rand et al. 2024).
Generous renewable tax credits have substantially extended the length of the
queue in recent years. The Inflation Reduction Act of 2022 (IRA), for example,
led to a massive influx of solar projects into the queue. At the end of 2024, over
80 percent of all generation projects in the queue were solar and storage, com-
pared with about 14 percent in 2014 (Rand et al. 2024). As noted earlier in this
chapter, renewable energy and hybrid projects (renewables + storage) are typi-
cally smaller and more complex than conventional generation (Rand et al. 2024,
table 11). They require more advanced studies and costly grid upgrades, which
delays interconnection. Because the queue is long, and all new projects have to
wait in line, project developers get in line as soon as they think they have a proj-
ect. Thisoverwhelms the resources that grid operators have to process projects,
further adding to the backlog. Most projects end up not being built. The historic
completion rate has been about 14 percent in terms of capacity.

The Biden Administration sought to reduce the interconnection queue
in 2023 by issuing Federal Energy Regulatory Commission (FERC) Order 2023.
The order requires projects to be at a more advanced stage before entering the
queue; pay larger deposits to enter the queue; and pay penalties for not meeting
study deadlines or withdrawing from the queue (FERC 2023). It also reorders
the queue based on readiness status, rather than entrance date (FERC 2023).
These regulatory changes should prevent the most speculative projects from
queueing and expedite approvals. The bigger impact on the backlog, however,
will come from the exit of renewable projects that are no longer economically
feasible under the provisions of the One Big Beautiful Bill Act of 2025 (OBBBA),
which President Trump signed into law on July 4, 2025. The OBBBA phases
out renewable energy tax credits by 2028, thereby disincentivizing renewable
developers from pursuing marginally economic projects and reducing taxpay-
ers’ costs of subsidizing renewable electricity (FERC 2023).

To further speed up capacity additions, the U.S. House of Representatives
has passed a bill instructing FERC to prioritize dispatchable projects that are
already in the interconnection queue (FERC 2023). Several regions are either
already doing this or are revising processes and introducing legislation that
would do this (New York ISO 2025, 14-15). For example, in May 2025 PJM
identified 51 existing and new projects to prioritize in the queue, all of which are
dispatchable technologies (PJM 2025).
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Domestic Production Capacity of Critical Equipment I8 Insufficient to Meet
Demand

The long wait for necessary equipment is also limiting near-term investment
in generation capacity and grid infrastructure. Dispatchable power plants
planned to be constructed before 2030 are nearly all natural gas plants (U.S.
Energy Information Administration 2025h), but delivery timelines for natural
gas turbines are currently between three and five years because limited global
manufacturing capacity is unable to keep up with a recent spike in demand.
For voltage transformers, the bulk of which are imported (Thomas, Boucher,
and Medrek-Laske 2025), the wait is between two and four years (Norton Rose
Fulbright 2025; Anderson 2025). To maintain sufficient generation in the short
term, the Trump Administration has delayed the retirement of existing power
plants in regions that are particularly vulnerable to generation shortfalls (White
House 20259). To address the longer-term need for domestic component avail-
ability, the Trump Administration has called on industry participants to expand
manufacturing capacity, reduce the backlog of orders, and speed up deliveries.
The industry’s response has been notable. For example, at the end of January
2025, GE Vernova committed to invest S600 million to expand its manufactur-
ing of natural gas turbines and electrical components (GE Vernova 2025); and
in September 2025, Hitachi announced a $1billion investment in manufacturing
capacity for critical grid components (Hitachi 2025), while ABB announced a
$110 investment to expand manufacturing of circuit breakers and switching
devices (ABB 2025).

State Policies Often Conflict with Federal Priorities

Another challenge is posed by State policies, which sometimes conflict with
Federal policy priorities. U.S. States can put in place their own environmental
laws, as long as the protections they provide are at least as strict as Federal
protections. Some States have put in place strict rules that were intended to
improve environmental outcomes, but that have also meaningfully increased
the cost of living for residents. President Trump’s Executive Order on State
overreach put a spotlight on burdensome State-level policies with the intention
of mitigating their worst effects (White House 2025h).

New York and California are two examples of States with burdensome
energy policies. California’s environmental laws and regulations—the strictestin
the nation—have raised the State’s housing construction costs, along with gaso-
line, electricity, and food prices. For example, retail electricity prices in California
“are two to three times higher than social marginal cost (SMC), which is defined
as the going-forward cost to the utility of providing additional electricity to an
existing customer, inclusive of pollution costs” (Borenstein, Fowlie, and Sallee
2022, 4) Since the start of this century, California has achieved sizable reduc-
tions in power sector GHG emissions (about 40 percent), but the transportation
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sector remains the State’s top polluter (California Air Resources Board 2024,
11). To address transportation emissions, California recently attempted to ban
auto dealerships from selling new gasoline vehicles (see box 4-1for a detailed
discussion)—a move that President Trump, along with the U.S. Congress, sub-
sequently blocked via the Congressional Review Act.” The ban on new gasoline
vehicles would have reduced consumer choice and substantially increased the
price of car ownership for its residents. Also see box 4-2 on California.

Lawmakers in the State of New York have also put in place costly envi-
ronmental regulations, including a ban on fossil fuels in all new buildings (the
All-Electric Buildings Law) that was set to take effect on January 1, 2026 (New
York Assembly). The State also has a history of denying approvals to build new
natural gas pipelines (New York Public Interest Group 2025; Maldonado 2025),
which have left the State with insufficient fuel for power generation during peak
winter cold (North American Electric Reliability Corp. 2025a). Governor Hochul
recently reversed stance on both of these policies, approving an undersea
natural gas pipeline and pausing implementation of the All-Electric Buildings
Law (Zanger 2025). Examples like this highlight the costs that policymakers
inadvertently impose on their constituents when they ignore the constituents’
preferences and the underlying structural parameters in the market they are
trying to regulate (Holland, Mansur, and Yates 2021, 338).

Conclusion

Since the start of his second Administration, President Trump has brought the
focus of energy policy back to domestic resources, technologies, and expertise.
Without a sufficient, reliable, and affordable energy supply, Americans will not
be able to benefit from economic growth and an improved standard of living.
However, policymakers must also consider other important constraints, includ-
ing national security, when crafting policies for a sector that underpins the U.S.
economy. Implementing policies that reduce market distortions and regulatory
burdens, as the OBBBA and many of the Trump Administration’s executive
actions have done, is already attracting investment to the energy sector’s
highest-value commodities and technologies. Pairing such policies with supply
chain and human capital development will help shield the United States from
certain foreign threats and dependencies, and ensure that the United States can
deliver its energy needs in a safe and secure manner.

" For California’s Advanced Clean Cars Il (ACCII) regulations, see California Air Resources
Board, n.d. Sixteen other States and Washington, DC, have adopted some variation of ACCII.
See U.S. Department of Energy, n.d.
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Box 4-1. Local Policies Do Not Solve Global Problems

The early focus of U.S. environmental policy was on reducing air
and water pollution that caused hazards to human health (Nixon
1970). As time went on, and the most serious pollution-related health
hazards were eliminated, U.S. policy shifted focus to reducing global
greenhouse gas (GHG) emissions. The inherent challenge with this
approach is that the United States cannot meaningfully alter global
GHG emissions. As a result, the United States bears heavy costs
through government-driven decarbonization efforts without being
able to capture a meaningful share of the potential benefits of such
actions. Canada and Mexico also benefit from the United States’
decarbonization efforts, regardless of whether they reduce their own
carbon emissions. So do other countries. The United States and the
European Union have been spending large sums subsidizing low-
carbon electricity technologies in order to reduce GHG emissions.
The EU, for example, projected spending €662 billion on climate goals
between 2021 and 2027 (European Commission n.d.), while the United
States’ Inflation Reduction Act (IRA) devoted an estimated $1 trillion to
climate projects between 2023 and 2032 (University of Pennsylvania
2023). Yet, emissions in other parts of the world have been growing
faster, and annual global energy-related emissions in 2024 set a record
high (International Energy Agency 2025b).

Over the last 20 years, the United States has achieved siz-
able emissions reductions (Gaffney, King, and Larsen 2025). In large
part, these reductions are due to the shift toward natural gas use in
power generation, with renewables playing a smaller role (U.S. Energy
Information Administration 2021). Because of diminishing returns, it
is becoming more costly and challenging to reduce emissions beyond
what the United States has already achieved. The cost of marginal
abatement in the United States is high relative to much of the rest of
the world.

At the end of 2023, U.S. GHG emissions were 16 percent lower
than in 2005 (EDGAR 2024). China’s emissions, by contrast, increased
by 95 percent over the same period. Cumulatively, since 2005, the
United States has decreased its emissions by 1,163 million tons of CO,
equivalent (Mt CO,eq) while China has increased its emissions by 7,753
Mt CO,eq. China’s increase in emissions over this time has been three
times larger than the aggregate emissions reductions in the United
States and the 27 EU member countries, and Chinese emissions con-
tinue to rise. Although China pledged that its CO, emissions will peak
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before 2030 (Ministry of Ecology and Environment 2022), it is not clear
when the peak will actually occur. Assuming China’s emissions do peak
by 2030 and that the subsequent emissions decline will mirror that of
the United States, it would take about 6 years for China to offset 25
years of U.S. efforts to get to net-zero.

These calculations do not account for rising emissions in other
parts of the world. In India, where coal fuels nearly three-quarters of all
electricity needs, CO, emissions have more than doubled since 2005,
making the country the world’s third-largest emitter (International
Energy Agency n.d.). India now has the largest population in the world,
and it is young (Silver, Huang, and Clancy 2023). India’s economy is
also outpacing China’s, which means that India’s emissions will con-
tinue torise.

Thus, in the context of voluntary climate commitments, unilateral
domestic efforts by the United States and other Western nations have
fallen far short of their stated goal. By using domestic policy levers to
address the global climate problem, policymakers have been ignoring
both the free-riding challenges embedded in GHG abatement and the
concept of diminishing returns, resulting in energy and environmental
policies that increase the cost of energy, and the cost of living more
broadly, for Americans.

Consider the cost of reducing emissions under the Inflation
Reduction Act. The IRA made an estimated $1.045 trillion in
Federal funding available to climate-related projects (University of
Pennsylvania 2023), but, despite all the money involved, it was set to
deliver relatively modest incremental reductions in GHG emissions
(Larsen et al. 2022, figures 1 and 3). Researchers estimated that U.S.
GHG emissions in 2030 would be 7-8 percentage points lower under
the IRA than they would have been under pre-IRA policy—a reduction
of 439-660 million metric tons of CO,-equivalent (Larsen et al. 2022,
figures 1 and 3). This translates into an emissions reduction cost of
roughly $1,600 to $2,400 per ton of emissions—an order of magnitude
larger than the Biden Administration’s adopted social cost of carbon of
$204 per metric ton of CO, (for 2023).

To an average American, the cost of not being able to keep the
lights on is arguably greater than the negative externality from an
extra ton of CO, emissions. A recent study estimates the cost of a
one-day electricity outage for a household in lllinois to be between
$458 and $648 (Wing et al. 2025, table 2), with region-wide losses in
gross domestic product amounting to as much as $2.2 billion (Wing et
al. 2025, table 4). Because no electricity is generated during an outage,
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there are no associated emissions—an outage is a forced emissions
reduction. Given the average emissions intensity of U.S. electricity
generation, reducing emissions by denying people access to electric-
ity comes at an implicit average cost per unit of abatement of over
$50,000 per metric ton of CO, for households and over $60,000 per
ton of CO, for the regional economy. This makes the importance of
energy to Americans and the U.S. economy patently clear.

Box 4-2. The Costs of California’s Green Mandates

In June 2025, President Trump, along with the U.S. Congress,
ended California’s effort to phase out gasoline vehicles by revoking
three waivers granted to the State by the U.S. EPA under the Biden
Administration (Yamashita and Wholf 2025). The waivers allowed
California to implement these three rules:
The Advanced Clean Cars Il (ACCII) rule, which required all new
passenger vehicles sold in California to be zero-emission—
electric, plug-in hybrid, and fuel cell—by 2035 (California Air
Resources Board n.d.).
The Advanced Clean Trucks rule, which required an increasing
share of all medium- and heavy-duty trucks sold in California
to be zero-emission (California Air Resources Board 2023).
The Heavy-Duty Low NOx (Omnibus) regulation, which
required heavy-duty vehicles to comply with strict nitrogen
oxide (NOx) emissions standards. These rules would have
raised the cost of vehicle ownership for California residents
by reducing available vehicle choice and raising the price of
options that remained available. They would have also put
added stress to California’s power grid, and increased the cost
of doing business for California’s firms by raising fleet owner-
ship and transportation costs. To the extent that manufactur-
ers impose uniform standards, like NOx regulations, across all
their vehicles because it can be cheaper than varying produc-
tion standards across States, these costs would have risen not
only for Californians but all Americans.
Electric vehicles, on average, sell for higher prices than their
internal combustion engine counterparts across all vehicle classes (see
figure 4-i). In 2024, the average electric vehicle (EV) premium across
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Figure 4-i. Average Premium for Electric Vehicles, by Vehicle
Type
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Sources: Edmunds.com; CEA calculations.
Note: EV = electric vehicle; SUV = sport-utility vehicle.

all vehicle types exceeded $15,000. Requiring all new vehicle sales to
be zero-emissions, therefore, creates a tax on new vehicles. The CEA’s
analysis shows that between 2026 and 2035, California’s ACCII rule
would have substantially increased upfront vehicle purchase costs for
Californians, resulting in a $70 billion loss in consumer surpluses (or
more than $5,000 per household). It would have also made cars less
affordable and prevented some car purchases from taking place alto-
gether. Using existing estimates of cross-price elasticity of demand
between electric and internal combustion vehicles (an elasticity of
1.6-2.0; Sheldon and Dua 2019) and adjusting by California’s share
of the U.S. auto market (12-12.6 percent, for both total sales and new
vehicle registrations; National Automobile Dealers Association 2024a,
2024b), the resulting deadweight loss to California is estimated to be
$21.6 billion.

There are benefits from alleviating excess strain on the grid. A
higher share of electric vehicles requires a more resilient grid with more
dispatchable baseload generation. Since 2021, California’s power gen-
eration capacity hasincreased by 60 percent. Dispatchable generation,
however, has risen by only 11 percent (California Energy Commission
n.d.) The largest increase in capacity has come from solar photovoltaic
panels. As Spain and Portugal’s recent blackout showed, a high share
of intermittent renewables creates operational challenges for the grid,
increasing the potential for grid failure (Jopson 2025). California’s
intent to ban the sale of new gasoline vehicles and to power a higher
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share of electric vehicles with solar energy would have increased the
potential for unstable grid conditions and would have required costly
redundancies. The cost of putting these redundancies in place would,
in turn, have raised the price of electricity for California residents, who
already face some of the highest residential electricity prices in the
continental United States (U.S. Energy Information Administration
2025f).

The Public Advocate’s Office of California estimated in 2023 that
it would cost the State $26 billion to upgrade its power distribution sys-
tem “to meet California’s transportation electrification goals” (Public
Advocate’s Office 2023). Not all this investment is avoided by revoking
ACCII. After all, EV sales have been strong in California (California New
Car Dealers Association 2025, 2). But, by forcing a faster EV penetra-
tion rate, ACCII requirements would have undoubtedly led to higher
grid investment requirements. The $26 billion in estimated distribution
upgrades does not include the cost of taxation or addressing potential
challenges associated with a high share of intermittent supply. If grid
upgrades are paid for by tax revenues, raising $26 billion in taxes could
cost consumer $35.9 billion because of the distortionary effect that
taxes have on behavior (Saez, Slemrod, and Giertz 2012, 8-9). Even
assuming that only half the estimated distribution investment is attrib-
uted to ACCII, total investment requirements to make California’s grid
sufficiently well-supplied and resilient to high EV charging loads would
likely have been in the tens of billions of dollars (table 4-i).

Table 4-i. Annual Costs of California's Advanced Clean Cars Il Rule

Assuming EV premium declines Assuming EV premium declines
linearly to zero by 2035 consistent with historic trend
Annual cost to Annual cost to
ZEV/PHEV  Average EV consumers Cost per Average EV consumers Cost per
Model requirement premium (millions of household  premium (millions of household
Year (%) _(dollars) dollars) (dollars) _(dollars) dollars) (dollars)
2026 35 15,970 9,610 715 15,970 9,610 715
2027 43 14,196 10,494 779 12,900 9,537 708
2028 51 12,421 10,891 806 10,420 9,136 676
2029 59 10,647 10,799 797 8,417 8,538 630
2030 68 8,872 10,372 763 6,799 7,948 585
2031 76 7,098 9,274 680 5,492 7,176 526
2032 82 5,323 7,505 549 4,436 6,254 457
2033 88 3,549 5,369 391 3,583 5,421 395
2034 94 1,774 2,868 208 2,894 4,678 340
2035 100 0 0 0 2,338 4,020 291
Total 77,183 5,690 72,317 5,324

Sources: California Air Resources Board; Edmunds.com; Census.gov; California Department of Finance; CEA calculations.
Note: Totals may differ due to rounding. EV = electric vehicle; ZEV = zero-emissions vehicle; PHEV = plug-in hybrid electric
vehicle.
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Chapter 5

The Revolution of Artificial Intelligence

For centuries, most of the world’s economies grew at a similarly slow rate.
However, the “Great Divergence” that occurred with the Industrial Revolution
caused industrializing nations to accelerate their growth relative to the rest of
the world (Pomeranz 2000). Today, artificial intelligence (Al) is a potentially
transformative technology whose effects are often compared with those of the

Industrial Revolution.

The world is witnessing clear leaders in Al investment, performance, and
adoption metrics across different nations. The Trump Administration is laying
the groundwork for American Al dominance by accelerating innovation, infra-
structure development, and deregulation while establishing global supremacy
through technology exports. If the Al revolution is as transformative as the
Industrial Revolution, could this lead to the second Great Divergence? Of course,
the future impact of Al is uncertain, so this chapter focuses on empirical data

that can be measured today.

The chapter begins by reviewing analyses of the potential for Al-led economic
growth, and it then discusses estimates of Al’s impact on both gross domestic
product (GDP) and the labor force. Recognizing that these effects are uncertain
and thus need constant monitoring, the chapter then highlights metrics for
tracking the breakneck pace of Al investment, performance, and adoption. It
goes on to then discuss how different countries are faring on these metrics.
The incredible speed of change cannot be overstated; many of these metrics
are doubling every few months and increasing manyfold each year. This means
that the Al of the future will likely be very different from today’s Al. The chapter

concludes by reviewing the actions President Trump is taking to ensure that
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America continues to lead on Al. As the President has said, “America is the
country that started the Al race. And as President of the United States, I'm here

today to declare that America is going to win it” (Voice of America 2025).

The Future Outlook

he last 25 years have seen a great convergence as the world’s rich-

est nations have grown more slowly than many developing nations.

However, the advent of generative Al, based on large language models
(LLMs), will initiate a new wave of profound economic transformation in the
United States, promising significant boosts to productivity and growth. As Al
technologies become more integrated into the workplace, economists are
reevaluating long-term projections for GDP.

Yet this period of innovation is not without its complexities. This chap-
ter focuses on the long-term analysis of structural trends, because not every
Al-related investment will be profitable, and the short run always contains the
potential for substantial volatility.

Background on Artificial Intelligence

The last few years have seen a rapid explosion in both Al capabilities and
jargon, so it is useful to begin with a review of several key terms being used in
the Al space. “Artificial intelligence” can refer to a wide variety of computer
systems, from chess-playing computers like Deep Blue to generative Al apps
like ChatGPT. For most of Al's history, Al was only capable of making deci-
sions among a relatively small set of options. The recent surge in Al interest
has coincided with the rise of “generative” Al, which is so called because it is
able to “generate” text, images, or video. “Large language models” are types of
generative Al that can create text (Cloudflare n.d.). They are “large” because
of their trillions of parameters, and are “language” because they are trained on
large amounts of text written in natural languages (Cloudflare n.d.; Stryker n.d.).
Agentic Al is a subset of generative Al that goes beyond mere content creation
and can execute actions in order to accomplish goals (Google Cloud n.d.).

One framework for understanding the intelligence of an Al model consid-
ers this intelligence on two dimensions: (1) its ability to perform different tasks,
from writing essays, to identifying objects in pictures, to writing computer code,
to solving math problems; and (2) how Al’s capabilities on that task compare
with human-level intelligence. Today’s Al systems have “specialized” (or “nar-
row”) intelligence because, though they may be superhuman at a particular task
(e.g., no human can multiply as fast as a calculator can), Al is not able to perform
all the tasks a human can. Humans are capable of performing a wide variety of
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different tasks. Thus, we say that humans have “general” intelligence, while cur-
rent Al (including both ChatGPT and Agentic Al) has “specialized” intelligence.

Artificial general intelligence (AGI) would be a hypothetical Al that could
perform all the intellectual tasks that humans can (Google Cloud 2026), but
the exact definition of AGI is hotly debated, and some definitions only require
that AGI perform “many but not all” human tasks. Artificial superintelligence,
sometimes just called “superintelligence,” is Al with an intelligence that sur-
passes that of humans (Google Cloud 2026). The boundary between AGI and
superintelligence is similarly contentious, partly because these terms encom-
pass different aspects of Al: “AGI” and “specialized Al” describe the generality of
tasks an Al can perform, while “superintelligence” describes Al’s capabilities for
these tasks. However, a “mere” AGlis already superintelligent if it can perform all
human tasks, but at computer speeds. Accounting for semantic disagreements,
it is worth nothing that OpenAl, Anthropic, xAl, Meta, and Google all aim to
create AGI or superintelligence (OpenAl 2023; Heath 2024; Musk 2025; Perkel
2025; Dragan et al. 2025).

This brings up an important caveat to this chapter’s analysis: the limita-
tions of analyzing the economics of Al. As noted by Hanson (2001, 6), Al that
could perform all human tasks would lead to absolutely explosive growth and to
a very different world than that seen today. Thus, the implications of AGI (both
economic and otherwise) are an important topic deserving further study, but are
generally outside the scope of this chapter’s analysis, which focuses on “narrow”
or “specialized” Al

The Impact of Artificial Intelligence on GDP

Economists often think of the productive power of an economy as coming from
three factors: the quantity of labor, the quantity of capital, and total factor pro-
ductivity (TFP). TFP is a measure of an economy’s efficiency and technological
progress. Rising TFP indicates that an economy is producing more goods and
services from the same amount of labor and capital, or the same output with
fewer inputs. This improvement in efficiency is a key driver of long-run eco-
nomic growth and higher living standards (Zymek 2024). For rich countries like
the United States, whose capital stocks are already very high, economic growth
mainly comes from increasing TFP (Shackleton 2013; Prescott 1998; Wolla
2013).

The productivity gains from increasing TFP are eventually translated into
higher overall economic output, or GDP. However, the effect of a new technol-
ogy occurs with a time lag, as businesses must first successfully adopt the new
technology and then adapt their operations (Tang, Wang, and Xu 2022). Many
of the productivity gains of the 1990s emerged from technological investments
that occurred in the 1970s and 1980s. Similar technological investments that
occurred during the Great Depression bore fruit during the 1950s and 1960s
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(Ferguson and Wascher 2004). As a result, while TFP is an important indica-
tor, it is not a leading indicator of Al's impact on the U.S. economy. Instead,
research-and-development (R&D) spending on Al and the output of Al firms
serve as early indicators of technological progress (Blanco, Gu, and Prieger
2016; Chou, Chuang, and Shao 2014). For example, Al-related R&D occurs well
before the resulting innovations are widely adopted and then have a macroeco-
nomic effect.

A variety of recent studies have attempted to quantify the effects of Al on
GDP levels. These studies have produced a broad range of estimates (table 5-1):
Al could increase GDP by 1 percent or up to more than 45 percent. This wide
range reflects the high degree of uncertainty surrounding the economic char-
acteristics of Al. However, it is worth noting that in the first half of 2025 alone,
Al-related investment increased GDP by an annualized rate of 1.3 percent, har-
kening back to the scale of railroad investment during the Industrial Revolution
(CEA calculations; Hausman, Pereria, and Pereria 2014) and seemingly ruling
out the lowest few estimates.! Midrange estimates for the effects of Al on GDP
include those from a variety of companies such as Oxford Economics (with an
increase of 1.8 to 4 percent after 8 years), McKinsey (an increase of 2.4 to 4.1
percent in the long run) and Goldman Sachs (an increase of 7 percent after 10
years). High estimates include those by PricewaterhouseCoopers (an increase
of 8 to 15 percent after 10 years) and by a Bank for International Settlements
paper by Aldasoro and colleagues (2024; an increase of 20 to 45 percent after

Table 5-1. Estimates of Al’'s Impact on GDP Level
Impact on GDP

Study level (%) Time horizon Region
Acemoglu (2024) 09to1.6 10 years u.s.
Penn Wharton Budget Model (2025) 15 10 years u.S.
Oxford Economics (2024) 1.8t04 8 years u.s.
McKinsey (2023) 241041 Long run Global
Alonso et al. (2022) 4.7t019.5 Long run u.sS.
Goldman Sachs (2023) 7 10 years Global
PricewaterhouseCoopers (2025) 1t0 15 10 years Global
Aldasoro et al. (2024) 20 to 45 10 years u.s.
Hanson (2001) 245 See note Global

Sources: The sources are the works listed under “Study”; also see the reference list.
Note: Except for Hanson (2001), the works listed here give the impact of Al on GDP levels, not
GDP growth rates.

"Note that this 1.3 percent value for Al is the impact of Al investment on the level of GDP, even
before any productivity gains from that investment are reaped. CEA staff could not locate this
exact statistic for railroads during the Industrial Revolution, but U.S. investment in railroads
roads grew from 0.2 percent of GDP in 1830 to 0.9 percent in 1839, and to a maximum of 2.6
percent of GDP in 1854 (Hausman, Pereria, and Pereria 2024).
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10 years, for their approaches assume that all sectors of the economy will be at
least somewhat affected by Al). Alonso and colleagues (2022) have a wide range
of estimates (4.7 to 19.5 percent), reflecting uncertainty over whether Al will
substitute more for skilled or unskilled labor (the latter of which would yield the
divergence and therefore the high-end growth estimate for the United States).
For comparison, a 2010 study by the Information Technology and Innovation
Foundation indicated that the information technology (IT) revolution boosted
U.S. GDP by about 14 percent (Andes et al. 2010; FRED 2025a).? These estimates
all assume that Al can partially but not completely substitute for human labor: in
the case where Al could do all human tasks, capital becomes a substitute for
labor and annual economic growth increases to 45 percent (Hanson 2001, 6).

International Economic Growth Before Al

Even before Al, different countries may have been on different growth paths,
with the United States exhibiting accelerating growth in potential GDP while
growth in Europe and China was slowing. For Europe versus the United States,
this was largely due to structural factors such as stronger U.S. productivity
growth (especially in technology) and America’s better business environment.
For China, after decades of rapid growth, growth is now slowing to be more like
that of emerging markets (Gourinchas 2025).

Al-led growth may be especially important for China, because its once-
rapid growth has slowed in recent years to a level much more comparable to that
of other emerging markets. Similar to China, Al-led growth may be especially
important for Europe. Although the rise of China is one oft-repeated geopo-
litical story of the 21st century, another one that is less discussed, although
perhaps no less important, is the decline of Europe. The European Union fell
from 27 percent of world GDP in 1980 to just 14 percent in 2025 (IMF 2025).
This was not just because of high growth rates in emerging markets but also
because Germany and many other EU countries have a growth rate lower than
that of other advanced economies. This trend continues with Al, where the EU
lags behind the United States and China on various Al metrics. For example,
cumulative private Al investment in the United States exceeded $470 billion
between 2013 and 2024, compared with roughly $50 billion across all EU coun-
tries combined (Haag 2025).

Recognizing the critical role Al can play for future growth, the United
States and many of its Allies have banded together through “Pax Silica,”
America’s international partnership on Al supply chains (U.S. State Department
2025a). Pax Silica members range from major upstream semiconductor equip-
ment manufacturers like Japan to downstream data center investors like Qatar
(U.S. State Department 2025b). This varied group is united by a forward-looking

2The Information Technology and Innovation Foundation indicates $2 trillion. Its report was
published in early 2010. The 2009 U.S. GDP was $14.5 trillion (FRED 2025a).
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view of Al and technology. Thus, it is not surprising that Pax Silica members are
growing more than twice as fast as their peers, with a 2.5 percent average real
GDP growth rate between the release of ChatGPT in 2022:Q4 and the latest
data, for 2025:Q3, versus 1.1 percent on average for Group of Seven countries
(CEA calculations).

The Impact of Al on Labor, and Jevons’ Paradox

Current evidence presents a mixed picture of Al’'s employment effects.
Brynjolfsson, Chandar, and Chen (2025, 16) show that employment is falling
for early-career workers in Al-exposed occupations like computer coding and
customer service. Other studies have found no correlation between Al exposure
and current unemployment rates (Gimbel et al. 2025). Still others have found
that, while employment fell in sectors where Al can directly substitute for
human labor, Al exposure actually increases employment in sectors reliant on
Al-capable tasks (Johnston and Makridis 2025, 17). Notwithstanding the current
impact of Al, overall unemployment is currently at a rate of just 4.4 percent as of
December 2025 (U.S. Bureau of Labor Statistics 2025).

In the short run, if Al increases labor’s efficiency, that reduces the amount
of labor needed to create a given amount of output, potentially decreasing
employment. But historical precedent suggests that efficiency gains can often
increase (rather than decrease) total utilization of that resource—a phenom-
enon known as Jevons’ Paradox (Alcott 2005). Jevons’ Paradox occurs if a
technological advance reduces the amount of a resource (like labor) needed
for a specific application. This actually causes overall usage of that resource to
increase, as usage expands to new applications. For Jevons’ Paradox to occur
and thus employment to increase with Al adoption, three conditions must be
satisfied: first, Al must meaningfully boost worker productivity; second, the
resulting cost savings must translate into lower prices; and, third, the lower
prices must increase consumer demand faster than efficiency gains reduce per-
unit labor needs (Rosalsky 2025).

Although these may seem like strong conditions, Jevons’ Paradox has been
observed occurring in many different fields. Jevons first described the paradox
in 1865, when the increasing efficiency of coal in iron engines actually increased
the demand for coal, iron, and other resources (Alcott 2005). In agriculture,
increases in irrigation efficiency may increase water consumption (Tang, Wang,
and Xu 2020). Improvements in energy-efficient lighting have increased both
the number of light bulbs demanded and the amount of electricity used in light-
ing (Dibal 2025). Jevons’ Paradox even occurs in topics seemingly unrelated to
production: increases in road capacity will increase the numbers of drivers on
the road (Duranton and Turner 2011; Hymel 2019; Hsu and Zhang 2014). And
specifically for Al and jobs, a similar situation may be occurring for radiologists, a
job once predicted to be replaced by Al (Agten and Ruthven 2025), but which is
now seeing historically high employment rates (Mousa 2025).
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In the longer term, the key issue is comparing and contrasting Al to prior
disruptive technologies. Historical analogies suggest that disruptive technolo-
gies (e.g., steam power, electricity, computers, and the Internet) ultimately lead
to greater employment and earnings (Hotte, Somers, and Thedorakopoulos
2023). Al could be the exception if the technology either develops agency (so
that it can work as independently as humans do) or if it dramatically increases
worker productivity without generating new labor demand (Ayres 1990; Cooper,
Gumbel, and Lund 2018; Donaldson 2018; Feigenbaum and Gross 2024). But the
general precedent of past technological changes is that they create a variety of
new fields. In 1860, 43 percent of U.S. employment was in agriculture, compared
with 1.2 percent in 2015 (Elvery 2019). During these years, a huge range of new
professions have been created, many reliant on the new technology. Now the
majority of current workers are in jobs created since 1940, ranging from “wind
turbine technician” to “software developer” to “textile chemist” to “mental-
health counselor” (Autor et al. 2024).

Key Metrics to Track

One of the most important points to focus on, in order to understand Al, is the
speed of progress and change. The amount of computer power spent to train
an Al model has not merely doubled every year; since 2010, it has increased
at an average of about fourfold per year (Rolddn and Sevilla 2024). Similarly,
top Al companies are seeing revenues triple each year and are projecting
future growth more rapid than that seen in the rapid-growth phases of Google,
Amazon, or Microsoft (see figures 5-5 and 5-7 below). Because many of these
metrics are doubling every few months and increasing manyfold each year, this
means that change resulting from Al can be very rapid.

Similar to how market analysts monitor housing starts or manufacturing
output to predict broader economic health, a specific set of indicators can reveal
Al's growing influence in the U.S. economy. Al’'s impact on GDP materializes
in changes in total factor productivity, so this measure is highlighted first. But,
because TFP is alagging indicator, other metrics that serve as leading indicators
of Al's impact are also considered. These metrics, which track the expanding
scale of Al-related investment, the accelerating capabilities of Al, and the rising
adoption of Al, collectively serve as economic barometers for the Al revolution.
These metrics are interrelated: investment is a direct signal that companies are
pouring resources into advancing the technology, which results in increased
model performance and lower unit costs. Better capabilities at lower costs spur
Al usage, which is reflected in the revenues of Al firms. This section begins by
discussing these metrics in the United States and then turns to a cross-country
analysis.
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Total Factor Productivity

Al is so important for growth because of its potential impact on total factor
productivity. But previous technological revolutions have had a complicated
relationship with productivity. Computers were once only mainframes that took
up entire rooms, but now they can fit in your pocket. In 1987, the economist
Robert Solow (1987) famously quipped “You can see the computer age every-
where but in the productivity statistics.” Explanations for the apparent lack of
impact of computers ranged from time lag, to the inability of economists to
measure their real benefits, to claims that computers do not actually increase
productivity (Triplett 1999). As a result, while the impact of Al on TFP may be
the key question, other metrics must be relied on as well.

Investment

Investment in the Al ecosystem has been massive, both for the models them-
selves and for the surrounding infrastructure.

Al models. Al models exhibit a predictable tendency for model perfor-
mance to increase as developers increase the number of parameters in the
model, the size of the training data set, and the amount of computer power
used to train the model. Known as “scaling laws,” these empirical relationships
have enabled model developers to increase the performance of their Al models
not solely by relying on fundamental scientific breakthroughs, but simply by
throwing more resources at the problem. Similar empirical relationships are
seen in other fields, such as Moore’s Law, in which the number of transistors on
an integrated circuit doubles every two years. Because scaling laws are not laws
of nature but are observed empirical relationships, they could someday end.
But they have characterized the current deep-learning era, where the amount
of compute spent on training computer models has increased by more than 1
billion-fold since 2012 (figure 5-1) (Epoch Al 2025).

A staggering amount of investment has been required to meet these
needs. Global corporate Al investment reached $252 billion in 2024. Generative
Al alone is up 19 percent year over year, reaching $34 billion (Stanford Institute
for Human-Centered Artificial Intelligence 2025). This investment has been
concentrated in the United States, which had $94 billion in private sector Al
investment in 2024 (figure 5-2) (Our World in Data 2025b).

From 2016 to 2024, the energy and amortized hardware costs to train
(build) an Al model have grown at an average rate of 2.4 times a year, while cloud
compute costs (figure 5-3) have grown at an average rate of 2.5 times a year
(Cottier et al. 2024). As a result of almost a decade of annually doubling costs,
Grok 4, an Al model published in July 2025, cost about $490 million to train
(Edelman, Emberson, and Saunders 2025).

Sustained investment in model training despite increasing costs indicates
a commitment to developing more capable and complex Al systems. Many
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Figure 5-1. The Amount of Computing Power Used to Train Al
Models
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Figure 5-2. External Funding for Privately Held Al Companies
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investment indicators are available globally, so for additional discussion of
investment, see the cross-country comparisons below .

Al infrastructure. Beyond just investment in model training, investment
in data centers and related equipment surged in 2025 due to the increasing
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Figure 5-3. Cloud Compute Cost to Train Al Models
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Note: Estimated cloud compute costs are the product of a historical cloud rental cost and the
number of training chip-hours. These costs are for the final trainina run of models.

proliferation of Al technology. Investment in information processing equipment
and software in the United States increased at an annual rate of 28 percent
during the first half of 2025, up from 5.5 percent annual growth in 2024 (FRED
2025d). Alternatively put, in 2025:Q2, this investment was already more than
$125 billion higher (in annual terms) than it was at the end of 2024. Information
processing equipment and software comprise one quarter of all U.S. investment
(FRED 2025b, 2025c). The fact that an already-large category is growing at a
very rapid rate means that Al is now driving an investment-based surge in U.S.
GDP, as opposed to a surge driven by consumption or unsustainable govern-
ment spending.

Performance

Continuous investment in Al has increased the performance of Al models in
terms of their capabilities to solve different tasks, the length of tasks they can
successfully perform, and reducing the cost per “token” produced by an Al
model.® Two measures of performance are considered: benchmark scores and
cost per token.

Improving benchmark scores. Benchmarks are sets of standardized
tasks designed to evaluate specific Al capabilities, such as reasoning, coding,
and language understanding. As LLMs become more powerful, they achieve

3 Al models break the text you give them down into individual tokens, so tokens are a measure
of the amount of data processed by Al models.
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near-perfect scores on older benchmarks, aphenomenon known as “benchmark
saturation” (Bansal et al. 2021). For example, from 2023 to 2024, Al performance
on the computer coding benchmark SWE-bench jumped from 4 percent to 72
percent. Similar phenomena have occurred in benchmarks for graduate-level
question answering, advanced math, and a variety of other academic subjects
(Stanford Institute for Human-Centered Artificial Intelligence 2025).

However, while frontier Al are vastly better than humans at many exams
and tasks, the best current Al agents often struggle with stringing together
longer sequences of actions. As a result, they are currently unable to carry out
substantive projects by themselves and are unable to fully substitute even for
low-skill computer-based work like a remote executive assistant (METR 2025)
. But this means that the length of tasks that models can complete is a helpful
lens for understanding Al capabilities. The length of tasks that Al are able to
successfully complete is also increasing, doubling every 7 months for the past 6
years (figure 5-4). This means that Al is becoming better able to manage larger
and larger projects on its own and thus complete increasingly more complicated
tasks.

Falling cost per token. A “token” is the basic unit of input to an LLM, for
example, a single word or number. A decrease in the cost per token makes Al
more affordable. This can occur because of smaller, more efficient models (soft-
ware) or better hardware. Depending on the model, prices are falling at least 9
times a year, and up to 900 times a year (Cottier et al. 2025).

Figure 5-4. Lengths of Software Engineering Tasks That Al Can
Complete with a 50 Percent Success Rate
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Adoption and Usage

As a result of improved Al capabilities and falling costs, the use of Al has spread
throughout the economy. This can be tracked through revenues of frontier
Al companies, the use of Al in the production of goods and services, and an
increasing share of Americans using Al in the workplace.

Revenue. Al companies have seen rapid, but not unprecedented, growth,
but their future growth could exceed all historical examples. Startups can often
see explosive growth, and OpenAl, Anthropic, and Google DeepMind each had
over 3 times annualized revenue growth as of the second half of 2024 (figure
5-5) (Emberson, Owen, and Snodin 2025).

Figure 5-5. Revenue from Sales of Al Products to the Public, by
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Sources: Epoch Al (2025).
Note: Google DeepMind revenue data are estimates based on mobile app usage and web
traffic.

This is much faster than the market average: Standard & Poor’s 500 com-
panies had a blended year-over-year earnings growth rate of 10.3 percentin the
last quarter of 2024 (Consello 2025). But Al company growth so far is compa-
rable to that of top tech unicorns like Google and Uber during their initial high-
growth phases (figure 5-6) (Burnham 2025). So, while this growth is impressive
(Amazon only had two years of this level of revenue growth) (Companies
Market Cap n.d.), it is not unprecedented.

However, what may be unprecedented is the future growth of Al compa-
nies. For example, despite skepticism, OpenAl claims that it will roughly double
its revenue each year from 2026 to 2028 (Muppidi 2025; Burnham 2025). In
order to try and understand this claim, it is helpful to compare this growth with
the historical growth of previous big tech unicorns; such revenue growth from
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Figure 5-6. Actual Revenue of OpenAl versus Other Companies’
Historically Rapid Revenue Increases
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OpenAlwould be far higher than the growth rate seen by these previous big tech
unicorns (figure 5-7) (Burnham 2025).

Business usage. Use of Al by organizations jumped from 55 percent in
2023 to 78 percent in 2024 (Stanford Institute for Human-Centered Atrtificial
Intelligence 2025). In particular, the use of Al in the production of goods and
services increased from less than 4 percent of firms in 2023 to about 10 percent
of firms in September 2025 (figure 5-8) (U.S. Census 2025).

The share of businesses with paid subscriptions to Al has grown at an even
faster rate, from 7 percent of companies in January 2023 to 45 percent today
(Kharazian 2026). A similar story occurs with U.S. workers, about 40 percent
of whom are now using generative Al at work (figure 5-9) (Hartley et al. 2025).

Critical minerals. Many minerals are critical parts of the Al supply chain.
Silicon is the main building block for most semiconductor chips, while gallium
and germanium are two other key components. (Hong 2025) The International
Energy Agency (2025) estimates that by 2030, data centers alone could
demand over 10 percent of today’s world supply of gallium.

Cross-Country Comparisons

There are many ways to rank countries on Al, with many groups developing their
own indices (Ferres et al. 2025, 1-18; Stanford Institute for Human-Centered
Artificial Intelligence 2025; IMF 2023) Using the lens of investment, perfor-
mance, and adoption of Al, this section compares countries to determine which
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is leading in Al. In general, the United States ranks first in most metrics, with
China second, and the EU third.

Figure 5-7. Projected Revenue of OpenAl versus Other Companies’
Historically Rapid Revenue Increases
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Figure 5-8. Percentage of U.S. Firms Using Al to Produce Goods
and Services
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Sources: U.S. Census Business Trends and Outlook Survey (2025, biweekly data); Haver
data (2025).
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Figure 5-9. Percentage of U.S. Workers Who Use Generative Al at
Work
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Investment

Tracking overall Al investment is difficult, because it is split across a variety of
companies throughout the Al supply chain, from chips to data centers to Al labs,
and over a variety of public and private sources. Looking at total R&D spending,
in 2022, Israel’s R&D spending equaled 6.0 percent of its GDP, a higher share
than any other country in the world. Israel was immediately followed by South
Korea (5.2 percent), Taiwan (4.0 percent), the United States (3.6 percent), and
Japan (3.4 percent). By comparison, China spent 2.6 percent, and the EU spent
2.1 percent (National Science Foundation 2025).

For private investment, America’s private companies are leading in Al
R&D. The United States had $109 billion in private Al investment in 2024,
compared with $9 billion for second-place China, with the United Kingdom,
Sweden, and Canada rounding out the top five (figure 5-10) (Stanford Institute
for Human-Centered Artificial Intelligence 2025). Unsurprisingly, then, the
United States has about 75 percent of reported venture funding in generative Al
startups (Haag 2025).

However, private investment in private Al companies is not the only
type of investment. Other countries have sought to catch up, with a variety of
special Al investments by governments or sovereign wealth funds (figure 5-11)
(Benaich 2025). In addition to expected players like the EU and China, several
Middle Eastern countries are investing heavily in Al. China has a large amount
of public sector Al spending, with an estimated $56 billion in 2025 (Kaur 2025).
Saudi Arabia’s Public Investment Fund established a new Al company, Humain,
with a $10 billion venture fund (Public Investment Fund of Saudi Arabia 2025;
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Figure 5-10. Private Investment in Al, by Country, 2024
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Figure 5-11. Number of Notable Announcements of Direct Al
Spending by Nations and Sovereign Wealth Funds
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Note: This graph focuses on spending from direct government investment and sovereign
wealth funds and thus does not include many other traditional sources of Al funding, such as
from government funding of general R&D. These totals include target spending amounts for
future years. This compilation of Al spending announcements is not exhaustive.
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Turak 2025). Likewise, the United Arab Emirates is partnering with OpenAl,
NVIDIA, and other U.S. companies to build a variety of data centers as part of the
Stargate project (Open Al 2025).

The nature of Al investment could look very different outside the United
States, especially in developing countries. For example, when these countries
created national telephone networks, many leapfrogged landlines and went
straight to mobile phones (Ritchie 2024). A similar phenomenon could occur
in developing countries and their use of Al, whereby datacenters might face
electrical reliability concerns, and the main Al interaction platform could be
smartphones.

Performance

Given the large investments in Al in the United States, it is unsurprising that
America leads, with 154 Al systems of size about equal to GPT-3, about half the
world total of 331in 2024 (figure 5-12) (Our World in Data 2025a). However, due
to the rapid speed of Al advancement, the performance gap between the best
models of each country is relatively small. According to a report by Microsoft,
“Only seven countries—the [United States], China, France, South Korea, the
[United Kingdom], Canada, and Israel—rank among the top 200 models, and
the distance between the frontier (United States) and the last of these (Israel) is
now just 11 months” (Cveko 2025).

Figure 5-12. Cumulative Number of Large-Scale Al Systems by
Country
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Israel, Japan, Russia, Saudi Arabia, Singapore, South Korea, Switzerland, and the United
Arab Emirates.
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Adoption and Usage

As a result of heavy investment, as of May 2025, the United States has about 74
percent of the world’s compute capacity for Al (figure 5-13) (Heim et al. 2025),
and much of the foreign Al hardware was originally made by U.S. companies. For
example, almost all Chinese Al models are trained on U.S. hardware (figure 5-14)
(Adamson et al. 2025).

Figure 5-13. Percentage of Graphics Processing Unit Clusters
(Weighted by Cluster Performance) by Country or Region
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Source: Epoch Al (2025).
Note: The United States introduced export controls on key equipment and Al chips to China
in October 2022, and strengthened these controls in October 2023 and December 2024
(Heim et al. 2025). As of March 2025, this data set represents about 10 to 20 percent of
global graphics processing unit cluster performance.

Usage is more broadly distributed, with Israel and Singapore showing the
highest per capita usage of the Claude Al model (Appel et al. 2025, 16). OpenAl
shows similar trends, with the United States representing only 19 percent of
ChatGPT traffic (Similarweb 2025). In general, middle-income economies
have disproportionately high usage of generative Al relative to the size of their
economy, and, in aggregate, accounted for 50 percent of global Al usage in
2024, while low-income economies accounted for less than 1 percent (Liu and
Wang 2025, 27), partially due to a lack of electricity (Demombynes et al. 2025,
21). In general, Al adoption is highly correlated with GDP, with significantly
higher uptake in industrial countries relative to developing countries. Key fac-
tors driving this divergence are differential access to “building blocks” of Al,
including electricity, data centers, Internet access, language, and digital skills
(Microsoft 2025).
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Figure 5-14. Chinese Al Models by Country of Hardware Origin
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Sources: Adamson et al (2025); Epoch Al (2025).
Note: Chinese Al models refer to models whose developers included a Chinese organization.

The Trump Revolution

The Trump Administration is pursuing a number of policies to improve
America’s position on each of the investment, performance, and adoption
indicators, with many policies improving multiples of these at the same time.
Deregulation reduces the cost of constructing data center infrastructure, incen-
tivizing Alinvestment. The One Big Beautiful Bill Act (OBBBA) makes it easier for
Americans to invest, and trade agreements are attracting foreign investment.
All this investment leads to the Al performance necessary for American Al to
dominate, while U.S. energy dominance provides the electricity to meet the
increasing demand from Al.

Investment

The OBBBA (Public Law 119-21, signed July 4, 2025) restored and expanded full,
immediate expensing for qualified investment and extended pro-investment
business provisions, shifting after-tax hurdle rates in favor of building now
(Ceballos et al. 2025). The Federal corporate income tax rate remains at 21
percent (Azebu and Varma 2025). The law preserves and refines a range of
internationally focused provisions (Ceballos et al. 2025), and it invested more
than $1 billion in critical minerals across a variety of Al initiatives (BPM 2025).
The CEA’s analysis predicts that the OBBBA will increase annual GDP growth by
more than 1 percent over the four years after its passage, and raise real wages
by $4,000 to $7,200 per worker (White House 2025e).0Of particular relevance
to the Al boom, the OBBBA brings back 100 percent bonus depreciation for
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IT infrastructure and data center equipment (BPM 2025). The CEA estimates
that, altogether, the OBBBA will lead to a 7-10 percent increase in investment,
incentivizing the building of data centers, power infrastructure, and chip manu-
facturing (White House 2025e).

As part of trade deals and other agreements, President Trump has
secured trillions of dollars in investment commitments from foreign countries.
The European Union, in its trade agreement, specifically committed to buy $40
billion of U.S. Al chips, and the United Arab Emirates specifically mentioned Al
as one of the key sectors that its $1.4 trillion in U.S. investment will be directed
toward.

Performance

The Trump Administration’s Al policy is outlined in its 2025 “Al Action Plan”
and several related Executive Orders. The policy focuses on attaining American
international dominance in Al by rapidly building data centers, enabling and
accelerating innovation, and upholding free speech in Al models (White House
2025c¢).

To reach these goals, the action plan outlines concrete steps. For exam-
ple, regarding the rapid buildout of data centers, the plan recommends estab-
lishing new categorical exclusions under the National Environmental Policy Act
for data centers in order to fast-track the permitting process. To enable and
accelerate innovation, the plan recommends direct investment in Al technology
by various Federal agencies, along with establishing Al Centers of Excellence,
where researchers and startups are incentivized to rapidly deploy and test Al
tools in contexts committed to the open sharing of data and results. Regarding
the upholding of free speech, the plan recommends that Federal procurement
guidelines be updated to mandate that the government will only contract with
Al developers that ensure their systems are objective and free from top-down
ideological bias (White House 2025¢).

Excessive regulation harms economic activity by increasing costs (Crain
and Crain 2014, 26), stifling competition (Ashton 2023) and innovation (Aghion
et al. 2023, 2895) and raising consumer prices (Chambers, Collins, and Krause
2019, 59). This can reduce growth (Coffey et al. 2020, 15), startup activity,
and job formation (Bailey and Thomas 2018, 3), and increase the poverty rate
(Chambers, McLaughlin, and Stanley 2018, 143), with a disproportionate impact
on small businesses (Crain and Crain 2014, 54).

On July 23, 2025, President Trump signed an Executive Order to acceler-
ate permitting for data centers as well as their underlying energy and manufac-
turing infrastructure (Federal Register 2025a). Then, on December 11, President
Trump signed an Executive Order to reduce barriers at the state level as well
(Federal Register 2025b).
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As previously studied by the CEA, deregulatory efforts by the Trump
Administration aim to ameliorate these issues and deliver benefits to the Al
sector along with other sectors throughout the economy. The CEA estimates
that these deregulatory efforts are capable of delivering meaningful productiv-
ity gains that translate into an extra 0.3 to 0.8 percentage point of GDP growth
each year for two decades—and a cumulative increase of about 6 to 17 percent
by 2045 (White House 2025d).

Adoption and Usage

President Trump has made energy dominance one of the priorities of his
Administration (White House 2025). The Administration has already taken
important actions to stimulate domestic production and reduce costs by resum-
ing Federal leasing for energy development, issuing new permits for liquefied
natural gas export terminals, and supporting advanced nuclear development,
among others. Not counting deregulation, the CEA estimates that policies that
support American energy dominance could raise U.S. GDP by at least 0.3 to 1.2
percent by 2035, without accounting for synergies with Al (White House 2025a).

Even more so than traditional data centers, generative Al data centers
are especially electricity-hungry, and Al data centers are forecasted to grow
from 4 percent of U.S. electricity demand in 2023 to 7 to 12 percent by 2028
(Luna and Pomerleau 2025). To accommodate this increase in demand, the “Al
Action Plan” includes concrete policy actions related to building up the energy
grid. In particular, it recommends exploring grid management technologies and
upgrades to power lines in order to optimize and stabilize the existing grid, in
tandem with prioritizing the construction and connection of new power plants
using a variety of energy sources to the grid. By April 2025, the U.S. Department
of Energy (2025) had already identified 16 potential sites with the energy infra-
structure that positions them for rapid data center construction.

Conclusion

The Al revolution, with its parallels to the Industrial Revolution, presents a
profound economic inflection point with the potential to significantly increase
the GDP of countries that embrace it. The world is witnessing clear leaders in
Al investment, performance, and adoption metrics across different nations.
The United States, as demonstrated by its comprehensive “Al Action Plan” and
related Executive Orders from the Trump Administration, is pursuing a strategy
focused on accelerated innovation, infrastructure development, and establish-
ing global dominance through technology exports and deregulation to lay the
groundwork for American Al dominance.
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Chapter 6

Protecting and Rebuilding the American
Dream of Homeownership

America has been in the midst of a national housing affordability crunch that
reached historic severity due to policies of the prior Administration. Because
of skyrocketing house prices and mortgage rates, a typical homebuyer at the
end of 2024 could expect to pay $2,400 in monthly principal and interest on a
mortgage, representing over a $1,000 increase relative to what a typical buyer
faced at the end of 2019, when interest rates were closer to 4 percent and
median house prices were about $90,000 lower. This payment increase is even
larger after accounting for the spillover effects of higher house prices on rising
property taxes and homeowner insurance premiums. These trends have pushed
the dream of homeownership further out of reach; data from the National
Association of Realtors show that the age of a typical first-time buyer has risen
from 28 years in the early 1990s to a record high of 40. In his first year back in
office, President Trump has taken strong actions to make it easier for families to
afford a house while also protecting the nest eggs of those already in the market,

and the bestis yet to come.

The Trump Administration’s Commitment to
Current and Future Generations of Homeowners

from the Biden Administration’s approach of government-driven
demand and government-impaired supply to a new posture of private-
sector-driven demand and healthy supply unleashed by deregulation, pro-
growth tax relief, and America First trade. By expanding economic potential,
these policies have enabled the yield on 10-year Treasury bonds to fall by half a

The Trump Administration has shifted economic policy decisively away
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percent, putting downward pressure on mortgage rates. President Trump also
instituted a plan for Fannie Mae and Freddie Mac to buy $200 billion worth of
mortgage bonds to further reduce mortgage rates. In total, mortgage rates are
now nearly a full percentage point down from their January 2025 level, which
promises substantial savings for the American people absent further rapid
house price appreciation.

The Trump Administration is also committed to addressing drivers of
housing demand that compete with American families. First and foremost,
President Trump has secured the U.S. border and has reversed the open borders
policy of the Biden Administration that led to waves of illegal immigrants bidding
up rents and house prices. In addition, President Trump issued an Executive
Order to ban institutional investors from buying up any additional single-family
homes that could otherwise go to an American homeowner and called upon
Congress to codify the policy in legislation. The Trump Administration is also
committed to responsibly expanding housing supply (White House 2025). For
example, President Trump is taking decisive action to cut through red tape and
bureaucratic obstruction that are blocking families from rebuilding from the
California wildfires (White House 2026). The One Big Beautiful Bill Act made
Opportunity Zones incentives permanent—which have led to hundreds of thou-
sands of new homes that would otherwise not have been built (Glasner, Ozimek,
and Lettieri 2025)—and enhanced the incentives in rural areas where State and
local housing supply regulations are often less onerous, which allows dollars to go
further. The Department of Housing and Urban Development (HUD) is prioritiz-
ing affordability and ending the mission creep from the Biden Administration’s
coercive green activism and suburban social reengineering. One of HUD’s most
significant accomplishments is the rollback of the Biden Administration’s oner-
ous Affirmatively Furthering Fair Housing rule that forced communities to waste
time and resources drafting “equity plans” in order to receive Federal funds. The
Biden Administration also imposed an analogous equity plan mandate on Fannie
Mae and Freddie Mac, which the Federal Housing Finance Agency (FHFA n.d.,
2026) has reversed as part of broader efforts to reverse regulatory overreach. To
facilitate supply, the Federal Housing Administration (FHA) has reduced multi-
family mortgage insurance premiums to their statutory minimum, thereby end-
ing the penalty that builders faced for not meeting the Biden Administration’s
green energy rules. These actions are just a sample of the efforts under way to
restore housing affordability while protecting home values.

This chapter first chronicles the evolution and driving forces behind the
housing affordability crunch and then discusses policies that can be imple-
mented at every level of government to help restore the dream of homeowner-
ship, beginning with President Trump’s recent announcements. The chapter
documents a dramatic increase in real (inflation-adjusted) house prices over
the past quarter century and a sizable decline in homeownership across every
age category. Although the steep rise in house prices during the 2000s housing
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boom is often attributed to looser credit, real house prices also rose rapidly dur-
ing the decade of historically low interest rates from 2012 to 2021 amid much
tighter lending standards. The CEA’s analysis concludes that the robust house
price appreciation during this period was driven by strong demand running up
against a wall of tight supply due to bureaucratic costs and delays that function
like a six-figure “bureaucrat tax” on the cost of building a new home. With the
release valve of new supply malfunctioning from overregulation, buyers with ris-
ing purchasing power from falling rates and growing wages consistently bid up
the prices of an increasingly scarce stock of housing, causing the would-be sav-
ings to instead be capitalized into high prices, property taxes, and homeowner
insurance premiums.

Since 2022, high interest rates that the Federal Reserve engineered to
combat the historic inflation of the Biden Administration have had the side
effect of dampening house price appreciation by sapping buyers’ purchasing
power. However, the Biden Administration unleashed new demand into the
housing market through the surge of illegal immigrants that it permitted to
enter the country and exacerbated housing supply chokepoints through green
energy building code mandates that added an estimated $31,000 to the cost of
a new home through extraneous add-ons and expensive materials unrelated to
safety. The consequences of these policies and the California-style fees, man-
dates, and red tape that impair supply in many States and localities are stark.
Census New Residential Sales data reveal that the share of new homes available
for under $300,000 fell from a little shy of 1-in-2in 2019 to 7-in-6in 2024. These
higher costs are a hardship not just for young families trying to break into the
market for the first time but also to families looking to build an in-law suite for
aging parents, workers seeking jobs, and businesses looking to expand.

This chapter concludes by describing State and local “best practices”
that would tackle the bureaucrat tax and bolster President Trump’s recently
announced Federal actions. These best practices are the result of the CEA’s
analysis and engagement with leading industry professionals, policymakers,
and academics. The CEA’s assessment is that nationwide adoption of these best
practices would deliver stable house prices, help prevent soaring property taxes
and homeowner insurance premiums, and unleash a wave of homebuilding
innovation to create millions of jobs and trillions of dollars in new gross domestic
product (GDP). The actions described in this chapter present a win for current
and future owners: stable nest eggs for the current generation and new nest
eggs for the next.

Chronicling the Deterioration in Housing Affordability

Figure 6-1 plots the cumulative real growth of income and housing prices for
homeowners relative to their year-2000 values (indexed to 100) up through
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Figure 6-1. Average Real Income and House Prices for Median-
Income Homeowners
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Sources: Census Bureau, American Community Survey; Bureau of Economic Analysis; CEA
calculations.

2023, the last year of data as of the writing of this Report. This figure shows that
from 2000 to 2023, real house prices increased 82 percent—nearly seven times
the rate of real income growth of 12 percent.’ The housing boom from 2000 to
2007 is readily apparent, as is the bust from 2008 to 2011. Notably, real house
prices have risen rapidly since 2012, though the relative pace of income and
house price growth has fluctuated over this time period. From 2012 to 2016,
real house prices grew by a cumulative 17.3 percent, while real incomes grew
by only 7.8 percent. During the prepandemic period of President Trump’s first
Administration, from 2017 to 2019, real incomes kept up with real house prices,
with both growing by a cumulative 4.4 percent. However, real house prices
soared pastincomes again (21.8 percent price growth versus no income growth)
during the post-2019 period of historically low rates, COVID-era fiscal stimulus,
and Biden immigration policies. Zooming back out, the rapid house price appre-
ciation from 2012 to 2021 erased any purchasing power gains that new buyers
might have expected from lower mortgage rates. Despite rates falling from
4.6 to 2.9 percent from the summer of 2011 to 2021, a new homebuyer in 2021
faced essentially the same real monthly payment from principal and interest as
a buyer in 2011 but with higher escrow payments to cover property taxes and
homeowner insurance. This pass-through of house prices to property taxes
and insurance premiums helps explain why most homeowners prefer house

"The income and house price data given in figure 6-1are derived from Census data. The CEA
converts nominal income and house price data to real using the chain-type Price Index for
Personal Consumption Expenditures, available at the FRED Economic Data database at the
Federal Reserve Bank of Saint Louis, https://fred.stlouisfed.org/series/PCEPI.
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Figure 6-2. Homeowner Household Income, 2000 versus 2023
Homeowner household income (2023 dollars)
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Figure 6-3. Real Homeowner House Values, 2000 versus 2023
Homeowner house value (2023 dollars)
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prices to stay the same or fall in their area (57 percent fall, 32 percent stay flat)
and only 11 percent want them to rise (EImendorf, Nall, and Oklobdzija 2025).
The patterns shown in figure 6-1 are widespread. For example, the CEA
also computed real income and house price growth at the 30th, 40th, 50th,
60th, and 70th percentiles of homeowner income in 2000 and 2023. For each
of these income deciles, Figure 6-2 shows real household income and figure
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6-3 shows the real value of owned housing. Figures 6-2 and 6-3 show that at
each decile of household income, real house prices have increased much more
rapidly than real household income. For example, a median-earning home-
owner in 2000 earned $84,000 and owned a house worth $212,000 (both in
2023 dollars), implying a price-income ratio of 2.5. In 2023, a median-earning
homeowner earned $94,000 per year and owned a house valued at $385,000,
yielding a price-income ratio of 4.1.

Homeownership and Other Spillover Effects
of the Housing Affordability Crunch

If the increase in home prices from 2012 to 2021 was primarily a demand-driven
phenomenon, one would expect to see a surge in homeownership akin to what
was observed during the 2000s boom. In reality, the aggregate homeownership
rate was nearly unchanged at the end of 2021 relative to the beginning of 2012
(65.5 and 65.4 percent, respectively) despite an aging population that should
have pushed the homeownership rate up because of composition effects.
Diving deeper into the data, the homeownership rate actually fell from 2012
through 2016, reaching a trough of 62.9 percent, before strong income growth
during the first Trump Administration brought the homeownership rate back
above 65 percent in 2019, where it has remained essentially flat ever since.
Figure 6-4 controls for the aging of the population and shows that the home-
ownership rate actually declined between 2000 and 2023 across all age ranges.

Figure 6-4. Homeownership Rate by Five-Year Age Group
Homeownership percentage
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Sources: Census Bureau, American Community Survey; CEA calculations.
Note: Data labels reflect the percentage-point (p.p.) gap between ownership rates in 2000
and 2023 by age bracket.
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Figure 6-5. U.S. Total Fertility Rate
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Figure 6-6. Adult Children Living at Home
Percentage living at home
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Thisis not a surprising finding in light of house prices outpacing incomes, which
makes it more difficult for buyers to satisfy loan-to-value and payment-to-
income requirements when attempting to qualify for a mortgage.

As one might also expect, the largest declines are for Americans in their
late 20s through early 40s during the prime family-formation years. At the
same time that the homeownership rate declined by more than 5 percentage
points for households age 31-40 years, the aggregate fertility rate declined and
the percentage of adult children living at home increased, as shown in figures
6-5 and 6-6. Notably, the deterioration in these trends coincides with the

Protecting and Rebuilding the American Dream of Homeownership | 125



sharp decline in new housing supply (which is discussed later in this chapter).
Although common factors like changing tastes could be driving all these trends,
a recent survey indicates that higher housing costs are causing milestone
delays. In the survey, 51 percent say housing costs have delayed a major life
decision, including 74 percent of those under the age of 34 and 68 percent of
Hispanics (AFPI 2025a, 2026b).

The First Culprit: Adverse Sources of Demand Competing with American Families

In an environment of constrained supply and high interest rates, the last thing
American homebuyers need is added competition for scarce homes, but that is
exactly what they have faced from institutional investors and illegal immigrants.
Whereas institutional investors were largely absent from the single-family
home market before 2008, they have since bought up hundreds of thousands
of homes that American families could otherwise potentially own.

Nationwide, estimates put the institutional-investor-owned share of sin-
gle-family homes at about 1 percent, but in some metropolitan areas the share is
above 5 percent. The deep pockets and added demand these investors bring to
the market push up prices for regular homebuyers. Recent research quantifies
the impact on house prices, finding that every 1 percentage point of the housing
stock bought by institutional investors causes house prices to rise by 1.7 percent
(Coven2025). In areas like Atlanta that have a high concentration of institutional
investor activity, the total price impact is about 6 percent (Austin 2022).

While research finds that institutional investor activity helped arrest the
decline of house prices during the post-2008 housing bust (Lambie-Hanson,
Li, and Slonkosky 2022; Oosthuizen 2026), the glut of supply from foreclosed
homes and low recessionary demand is long gone. Economists and industry
professionals look at months of supply data to evaluate housing market tight-
ness, with 6 months of supply considered a balanced market, where supply and
demand are in alignment without upward or downward pressure on prices. Over
the past decade, the overall level of months of supply has regularly hovered
at or under four months—indicating tight supply conditions—and reached an
unprecedented low in 2020 and 2021 of two months when historically low inter-
est rates and COVID-era migration fueled widespread bidding wars (Pinto and
Peter 2026b).

Institutional homebuying can also alter the fabric of neighborhoods by
shifting the composition of residents away from owning and toward renting.
One recent paper finds that, when a corporation acquires a home and converts
it from an owner-occupied property to a rental, homes within close proximity
see their values decline because of higher crime. The mechanism the authors
identify is a decline in social capital that typically accompanies owner occupancy
(Billings and Soliman 2025).
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lllegal immigration represents another source of government-enabled
demand that unfairly competes with American families over a scarce supply
of homes. The unprecedented surge of illegal immigration during the Biden
Administration put an immense strain on America’s rental markets, but linkages
between rental and purchase markets mean that illegal immigration also has an
impact on owner occupancy. The CEA finds that, averaging across 227 metro-
politan areas, the surge in illegal immigration caused real house prices to rise
by 3.2 percent from 2022 to 2024, explaining nearly half the realized increase in
prices during this period.

President Trump is committed to ensuring that homes are for American
families, not for corporations or for illegal immigrants. Ending these sources
of competing demand makes room for added American demand from lower
mortgage rates, ensuring better affordability outcomes for those who have
been left behind.

The Second Culprit: The Government Bureaucrat Tax on Supply Inflating Building
and Renovation Costs

Throughout most of the 20th century, housing supply acted as the critical
release valve to ensure that house prices remained stable and affordable when
housing demand rose in areas with rapid economic or population growth or
when interest rate reductions boosted the purchasing power of prospective
buyers. From the 1970s through the 1990s, real house prices remained roughly
stable, even during periods of strong demand growth, with nominal house prices
rising at a moderate, steady pace that allowed people to build equity and reduce
their leverage while still being able to afford to move up the property ladder.
However, in recent decades, something has caused this supply valve to mal-
function. Instead of strong demand igniting new homebuilding, it disproportion-
ately fuels rapid price appreciation that excludes people from the market, leads
to significant hikes in property taxes and homeowner insurance premiums, and
sows the seeds for boom-bust cycles. In economic terms, supply has become
much less elastic (Albuquerque, Anundsen, and Aastveit 2020).

Providing perspective on the scale of the change, one recent paper
examines a broad range of metropolitan areas and finds that each of them had
a supply elasticity in the 2010s that was under one-fourth their elasticity in
the 1970s (Glaeser and Gyourko 2025). Even previously supply-elastic metro
areas have experienced large declines, leading the authors to conclude that
the United States has been undergoing a “closing of the suburban frontier.”
Other papers (e.g., Aastveit, Albuquerque, and Anundsen, 2023; Howard and
Liebersohn 2025; Gorback and Keys, forthcoming) also find that housing supply
has become much less elastic over time and that demand growth increasingly
gets capitalized into higher prices instead of more homeowners.

Protecting and Rebuilding the American Dream of Homeownership | 127



But what is the “something” that has caused the release valve to malfunc-
tion and supply to become less elastic? Evidence points strongly to the added
costs and delays imposed on homebuilding and renovations by the worsening
“bureaucrat tax” of California-style fees, mandates, regulations, and red tape
in many States and localities. The economics literature examines the nature
and severity of these inflationary supply barriers in several different ways. For
example, Gyourko, Hartley, and Krimmel (2021) find that land use regulations,
as measured by the Wharton Residential Land Use Regulatory Index (WRLURI),
became more stringent between 2006 and 2018 across the country. Moreover,
the increases were not limited to any one type of geography or specific aspect of
housing supply regulation. For instance, even putting aside contentious issues
of zoning and density, approval processes have become substantially more
cumbersome over time. Gyourko and Krimmel (2021) find that, in some metro
areas, the bureaucrat tax adds tens of thousands of dollars or more to land costs
alone. Garcia and Molloy (2025) rule out the idea that mismeasurement due to
quality improvements can explain away rising housing costs, and they find that
productivity has fallen most in areas with tighter housing supply constraints.
Other metrics also point to the worsening severity of the bureaucrat tax. For
example, Ganong and Shoag (2017) show a significant rise in the number of per
capita land-use court cases in recent decades. Bartik, Gupta, and Milo (2025)
employ large language models to decode and interpret housing supply regula-
tions in what they call “generative regulatory measurement,” finding that regu-
latory regimes are complex and becoming more so over time. Other notable
references on the topic include, but are not limited to, Gyourko and Molloy
(2015); Jackson (2016); Glaeser and Gyourko (2018); Herkenhoff, Ohanian, and
Prescott (2018); Baum-Snow and Duranton (2025); and Song (2025).

The consequences of the bureaucrat tax extend beyond higher housing
costs to include lost productivity, economic opportunity, and GDP. Ganong
and Shoag (2017) report that regional income convergence has declined over
time, as fewer workers move to areas with better job opportunities because of
prohibitively high housing costs. This impaired geographic mobility causes large
GDP losses nationwide, as discussed both by Herkenhoff, Ohanian, and Prescott
(2018) and Hsieh and Moretti (2019). The latter finds that U.S. GDP was reduced
by a cumulative 36 percent from 1964 to 2009 because of the overregulation of
housing supply.

Another casualty is lower productivity growth. Whereas overall productiv-
ity in the U.S. economy doubled from 1970 to 2020, construction labor produc-
tivity actually fell by 30 percent over this period (Yeh 2025). In fact, the con-
struction sector has accounted for one-third of the decline in trend GDP growth
since World War ll—a loss equivalent to S1 trillion every five years. If building
productivity had grown just 1 percent annually since 1970, overall labor pro-
ductivity growth in the economy would have been nearly 0.2 percentage point
higher annually (Goolsbee and Syverson 2023). A comparison of construction
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and automobile production is instructive. In 1939, the auto industry produced
4.8 cars per employee per year, and that rose to 25 by 2020. In residential
construction, productivity is close to 1930s levels. D’Amico and colleagues
(2024) point out that regulations disincentivize technological innovation and
economies of scale. They also find that areas with strict regulation have lower
productivity construction establishments and less construction.

Finally, Lee and Yoo (2025) show that Americans are increasingly giving
up on the possibility of ever owning a home, which spills over into many areas
of economic decision-making. Specifically, the loss in the belief in the feasibility
of homeownership is causing people to reduce their work effort, spend a higher
fraction of their income instead of even attempting to save up for a home, and
engage in riskier investment behavior.

Not Just a State/Local Issue: The Biden
Administration’s Coercive Green Energy Mandates

On June 1, 2022, the Biden Administration announced its “National Initiative
to Advance Building Codes,” which was developed and approved by Biden’s
National Climate Task Force (White House 2022). The announcement for the
initiative stated that “agencies will advance the use of innovative incentives
in Federal funding to support and reward jurisdictions for code adoption and
enforcement.” In other words, the initiative coerced States and localities into
adopting green codes. According to the National Association of Home Builders
(NAHB 2024), “building to the 2021 International Energy Conservation Code
(IECC) can add up to $31,000 to the price of a new home and take up to 90 years
for a home buyer to realize a payback on the added cost of the home.” Specific
items included in the initiative were:

* The Federal Emergency Management Agency (FEMA 2022) released a
new building codes strategy in 2022 that included “amplify[ing] climate
science messaging . . . to increase public demand for building codes” and
advancing equity as core objectives. FEMA’s 2022-26 strategic plan also
mentioned “instill[ing] equity as a foundation of emergency manage-
ment” (FEMA 2021).

« The Department of Energy deployed $225 million from the President’s
Bipartisan Infrastructure Law to “advance energy efficiency and resilience
through building codes by ... advancing environmental and energy justice
priorities.”

» HUD issued its 2024-27 Federal Climate Adaptation Plan in May 2024. The
plan highlights the use of Notice of Funding Opportunities to award points
for projects that “incorporate green and resilient building approaches and
outcomes.”

* HUD and the Department of Agriculture (USDA) required above-code
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Figure 6-7. Adoption Rates for Statewide Building Codes
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green and resilient construction standards in HUD- and USDA-assisted
housing. In particular, in April 2024, HUD and USDA issued a Final Deter-
mination that requires all HUD- and USDA-financed single-family housing
construction to be built to the 2021 International Energy Conservation
Code (IECC) and HUD-financed multifamily housing be built to 20211ECC
or ASHRAE 901-2019 (HUD and USDA 2024).

Fannie Mae also began offering preferential pricing (e.g., a lower interest
rate) to finance “green certified” properties. Unfortunately, this use of Federal
dollars by the Biden Administration succeeded in coercing several States and
localities to adopt inflationary green energy mandates in their residential build-
ing codes. Figure 6-7 shows that many States have mandated adoption of the
2021 1ECC energy codes, while in other cases, like California, the standards can
be even more stringent or are adopted at the local level (figure 6-8). Figure 6-9
shows the Biden Administration’s National Building Performance Standards
Coalition.
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Figure 6-9. A Map of the Biden Administration’s National
Building Performance Standards Coalition
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Source: National Building Performance Standards Coalition.

Green energy provisions have steadily and steeply grown for over a
decade (International Code Council 2021). Whereas residential building codes
were closer to 500 pages in the year 2000, they now exceed 1,100 pages from
added regulations that cost homebuyers. It is also worth noting that nearly 9-in-
10 American homeowners live in homes built before 2010, yet many parts of the
country have banned building homes like these anymore for reasons that have
nothing to do with health or safety. Beyond the immediate inflationary impact
on residents of those States and localities, these mandates hurt taxpayers
nationwide by increasing the cost per new unit constructed from Federal sub-
sidies. In short, the mandates impaired the cost-efficiency of Federal housing
programs, causing dollars to not go as far as they used to.

Quantifying the Bureaucrat Tax from State
and Local Housing Supply Barriers

This section quantifies the magnitude of the bureaucrat tax and its constituent
components. Beginning with the topline results, the CEA finds that the costs
and delays described above translate into an effective 42 percent bureaucrat
tax on housing supply, indicating that fees, mandates, regulations, and red tape
make up about 29.5 percent (= 0.42/1.42) of the cost of a new home. As added
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Figure 6-10. Decomposition of the Bureaucrat Tax
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context, the NAHB estimates that the bureaucrat tax constitutes 24 percent of
the cost of a new home, and the National Multifamily Housing Council (NMHC)
reports an even higher share of 41 percent for multifamily housing (Emrath
2021; National Multifamily Housing Council 2022). Put even more concretely,
the bureaucrat tax adds over S100,000 to the cost of a new single-family home.
Another recent study finds that multifamily development costs 2.3 times more
in California than it does in Texas and that government overhead is a major driv-
ing force of the gap (Ward and Schlake 2025). Impact and development fees
average $29,000 per unit in California versus less than $1,000 in Texas, and it
takes on average 22 months longer to complete a project in California than in
Texas. The study also finds that California’s subsidized “affordable” projects are
more expensive to build than the market-rate construction. In short, papering
over the bureaucrat tax with subsidies is not a real fix.

Before delving into the methodology for the CEA’s estimated 42 percent
bureaucrat tax, figure 6-10 quantifies each of the contributing factors by map-
ping the aggregate onto the decomposition of regulatory costs based on the
NAHB and NMHC studies. This figure uses percentages and (paraphrased)
labels from table 1 of the NAHB study, supplemented by the estimated impact of
affordability mandates from table 1 of the NMHC study. Neither study includes
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estimates of how the impact of bans, literal or effective, on new building affect
costs, so the bottom category, “costs associated with outright barriers to new
building,” is computed as a residual so that the total regulatory share is 29.5 per-
cent.2 The numbers are then converted back from their tax-inclusive regulatory
share to their tax-exclusive rate, ensuring the total adds up to 42 percent. The
imputed tax associated with outright barriers to new building comes out to 4.1
percent, but in localities that have no-building zones like greenbelts and urban
containment boundaries, this tax is likely much larger. As an example, Boulder
County, Colorado, has a large and long-established greenbelt, while Denver
County, Colorado, does not. To assess its impact on house prices, the CEA uses
census-tract-level data. After controlling for income, house prices in Boulder
are 18 percent more expensive, which amounts to $113,000 for a median-priced
home.?

Methodological Overview of the CEA’s Estimate of the Bureaucrat Tax

The CEA uses the classic tools of supply and demand to compute the impact of
deregulation on housing markets. Figure 6-11 provides a stylized example. The
downward-sloping blue line shows a hypothetical housing demand curve. The
curve slopes down because as the price of housing declines (i.e., as the value of
the y axis declines), people demand a larger quantity of housing (the value of
the x axis increases).

The red and the gold lines in figure 6-11 provide stylized examples of two
different supply curves. Each of these curves has an upward slope, because as
the quantity of housing in an area increases (i.e., the x axis increases), it can
become more difficult and expensive to add additional units to the stock (the y
axis increases).* The red line represents a hypothetical supply curve in a juris-
diction that is heavily regulated, and the gold line represents a supply curve in a
jurisdiction that is less regulated. The red line is everywhere above the gold line
because regulation makes it more expensive to supply any quantity of housing.
The wedge between the red and gold lines is the “bureaucrat tax.”

2The estimate of the percentage increase in costs due to affordability mandates is from the
NMHC study. The cost of regulation according to the NMHC study is 41 percent, but that
estimate refers to multifamily units and the CEA is largely focusing on single-family homes.
3This example is intended to be illustrative, because controlling for income is not sufficient

to measure the impact of a greenbelt on house prices. Koster (2023) studies the impact of
greenbelts in England, and Hempel (2024) studies the impact of the Toronto greenbelt. Both
papers find that greenbelts decrease the stock of housing and increase the price. We note that
greenbelts are different than other forms of regulation (e.g., delays in providing permits) given
that existing owners may like greenbelts, whereas presumably permitting delays likely provide
few benefits to anyone.

“E.g., land with undesirable geographic features such as steep slopes may not be developed at
first, but as a city expands and good land becomes scarce, developers might choose to build
new housing on this land if the price of housing justifies the increase in construction costs.
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Figure 6-11. Shift of the Housing Supply Curve and the
Bureaucrat Tax Due to Regulatory Barriers

Average housing price (thousands of dollars) Sr (regulated
supply)
Pr Su (less
. regulated
13.1% Supp|y)
P 41.7%
u
Palt
13.2 million units D (demand)
Qr Qu

Quantity (millions of housing units)
Sources: National Historical Geographic Information System; Baum-Snow and Han (2024);
Federal Housing Finance Agency; U.S. Census Bureau; CEA calculations.
Note: This graph shows a hypothetical estimate based on the CEA’s analysis using the
sources listed. For simplicity, data are presented in linear space as opposed to log-log space,
as used by the CEA in the estimate.

Two different housing market equilibria are shown in figure 6-11. In the
first, corresponding to a regulated market, the equilibrium occurs at the inter-
section of the red supply curve and blue demand curve. The quantity and price
of housing in this market are labeled Qrand Pr. In the second, a less regulated (or
unregulated) market, the equilibrium occurs at the intersection of the gold sup-
ply curve and the blue demand curve at quantity Qu and price Pu. In figure 6-11,
the price of housing in the unregulated market is lower than in the regulated
market, and the unregulated market builds more homes than the regulated
market. The vertical gap between the gold and the red supply curves at quantity
Qris the bureaucrat tax. Conceptually, it is the extra amount that people have
to pay for their housing in regulated markets due to regulation (over and above
the price of housing that would be present at that quantity if housing were
unregulated). In this example, the size of the tax is 41.7 percent, marked as the
difference between Pr and Palt. Ultimately, if the entire tax is removed, equilib-
rium prices are 13.1 percent lower, not 41.7 percent. At price Palt, there is excess
demand; builders build more housing and, as builders increase production, costs
naturally start to increase. Builders build housing until the cost of an additional
unit of supply is equal to the willingness to pay of a buyer for that last unit, and
that occurs in the unregulated market at price Pu and quantity Qu.
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Data and Estimation

To get a sense of the impact of red tape, fees, mandates, and other regulatory
supply barriers on housing markets—that is, the distance between the gold
and the red lines in figure 6-11—the CEA uses the Wharton Residential Land
Use Regulation Index. Gyourko, Hartley, and Krimmel (2021) describe the
construction of the index and some of its properties. Briefly summarizing, for
2,450 “primarily suburban” communities, the chief administrative officer of the
community completed a five-page survey on the presence or lack thereof of
various types of regulations. The responses are tabulated and weighted, and
then each community is assigned a score, its WRLURI value. The value of the
WRLURI rises as housing production is increasingly regulated. The WRLURI is
normed so that across all 2,450 communities, the average value is zero and the
standard deviation is 1.

The CEA computes the impact on house prices and quantities nationwide
if the regulatory burden to producing housing declines such that the nationwide
average value of the WRLURI falls by 1 standard deviation. Referring to figure
6-11, conceptually, the red supply curve reflects the current situation of highly
regulated housing markets and the gold supply curve reflects the new reality of
housing markets once the WRLURI declines by 1standard deviation. A reduction
of about this magnitude would occur if all metropolitan areas more regulated
than the Duluth metro area became equally as regulated as Duluth and if all
areas less regulated than Duluth did not change.®

To quantify how variation in local regulation affects equilibrium prices
(i.e., the gap between Pr and Pu in figure 6-11), the CEA regresses the natural
logarithm of the price of housing at the census tract level in 2023 and 2024 on
the WRLURIL.® The CEA uses the natural logarithm of the price for the dependent
variable so that the regression coefficient has the interpretation of the impact
of a change of 1standard deviation in the WRLURI on the growth rate of prices.
Importantly, in this regression, the CEA includes border “fixed effects.” This
means that the identification of the impact on WRLURI on house prices is only
coming from systematic variation in WRLURI values and prices among census

5The CEA estimates the WRLURI score for Duluth, MN-WI, to be -0.74. The housing-unit
weighted average WRLURI of metros above Duluth is 0.45, constituting about 86 percent of
total housing units. We multiply the difference between the weighted average mean of metros
and Duluth (0.45 - [-0.74] = 1.19), by the share of housing units in metros above Duluth (86
percent) to derive the value of the housing-unit weighted reduction in WRLURI from the
average to Duluth (1.19 * 86% = 1.02), while assuming no change in the restrictiveness of those
metros with scores below Duluth.

8The CEA inflates median house prices at the census tract level from 2000 to 2023 and 2024
using census-tract-level house price indexes from the Federal Housing Finance Agency.
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tracts that share a border.” The CEA’s estimate is 0.1234,2 implying that an
increase of 1standard deviation in the WRLURI is associated with a 13.1 percent
increase in the price of housing among census tracts that share a border. Note
this is an underestimate of the relationship of all housing regulations and house
prices because it does not include the impact of either Federal or State regula-
tions on house prices that are common across census tracts that share a border.
Next, the CEA computes the regulatory tax rate (i.e., the gap between the
red and gold lines of figure 6-11 when measured at Qr) that is consistent with the
CEA’s estimate that a change of 1 standard deviation in the WRLURI is associ-
ated with a 0.1234 change in equilibrium log house prices. The Mathematical
Appendix to this chapter shows that the formula to determine this tax rate is:

exp [(P£2) 0.1234] - 1 )

mq

where m_is the slope of the gold supply curve from figure 6-11 and m, is the
(negative) of the slope of the blue demand curve from figure 6-8. In this calcula-
tion, the CEA sets m_= 2.61and m, = 1.43. The Mathematical Appendix shows
how the CEA arrives at these estimates. Applying these values to equation 1
gives a “bureaucrat tax” associated with a change of 1 standard deviation in the
WRLURI of 41.7 percent.

As a final step, the CEA computes the predicted increase in quantity (i.e.,
the change in quantity from Qr to Qu in figure 6-11) associated with a decline of 1
standard deviation in the WRLURI. The Mathematical Appendix shows that the
percentage increase in quantity can be computed as

exp [(mid) 0.1234| - 1 2)

Given m,=1.43, this comes out to a 9.0 percentincrease in the number of homes
from higher supply.

"The basic idea behind identification is that census tracts that share a border should have

a nearly identical set of amenities that may affect house prices and are otherwise hard to
observe, e.g., proximity to parks. For identification to be valid, the variation in amenities and
other attributes that affect house values must be randomly distributed across the border.
Identification is not valid if areas that are systematically more regulated also, on average, have
higher amenities that people tend to value (e.g., lower crime).

8The regression uses the number of housing units as weights. Standard errors are clustered by
border ID and place. The standard error of this estimate is 0.0538.
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Boosting Ownership, Protecting Home Values, and
Limiting Monthly Payments in a Trump Boom

As mortgage rates continue to fall and income growth accelerates, supply will
need to expand in tandem with higher demand to enable greater homeowner-
ship, ensure stable house prices, and shield against the return of rising property
taxes and homeowner insurance premiums (Abramson and Landvoigt 2025).

Rapid House Price Appreciation and Monthly Liquidity

Although homeowners gain illiquid wealth from rising home values, their
monthly liquidity often tightens because of the resulting payment increases
they face from increases in property taxes and homeowner insurance induced
by rapid house price appreciation, which can create financial distress. For
perspective, data from the American Community Survey indicate that property
taxesrose by 26 percent on average from 2019 to 2024, adding over $900 annu-
ally to the cost burden of a typical homeowner. For seniors age 75 to 84 years,
many of whom live on fixed incomes, the average property tax increase was over
$1,000. Since 2012, property taxes have increased by 62 percent, or over $1,750.
Using 2012-24 American Community Survey data and controlling for State fixed
effects, the CEA finds that each 1 percent rise in house prices is associated with
a 0.41 percentrise in property taxes and a 0.42 percent rise in insurance premi-
ums, with even larger pass-through magnitudes in some States and localities.
A prospective homebuyer’s monthly liquidity is also one of the most
important reasons for mortgage loan denials. Although policy discussions often
center on down payments, the median homebuyer who takes out a mortgage to
purchase a home only makes a 5 percent down payment (Urban Institute 2025).
Fannie Mae and Freddie Mac allow down payments as low as 3 percent, FHA
allows down payments of 3.5 percent (which most FHA borrowers elect), and
Veterans Affairs loans have a zero percent minimum required down payment.®
Often, the more binding constraint that prevents homeownership is the
allowed maximum debt-to-income ratio (Greenwald 2018; Bhutta and Ringo
2021; Ringo 2023). The debt-to-income (DTI) ratio measures a borrower’s
monthly mortgage payment—principal, interest, property taxes, homeowner
insurance, and, if applicable, mortgage insurance and homeowner association
dues—as a fraction of their monthly income. This ratio is called the front-end
ratio. The back-end ratio also includes other revolving debt, such as credit
cards and car loans. The front-end and back-end DTls are both key underwrit-
ing criteria. For example, Fannie Mae often imposes a maximum back-end DTI
of 36 percent for borrowers with moderate credit histories and total principal,
interest, taxes, and insurance of 45 percent for borrowers with stronger credit

®The FHA Single Family Origination Trends report states that 61.5 percent of new loans had a
loan-to-value ratio of 96 to 98 percent.
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(Fannie Mae 2025). FHA uses 43 percent as a baseline for the maximum DTI
(HUD 2025). An analysis of data from 2018 to 2021 finds that 28 to 30 percent
of loan denials occurred because of a borrower’s inability to meet the maximum
DTI threshold, whereas only 12 to 19 percent of denials were because of col-
lateral issues from an insufficient down payment (Garriga 2026). Even more
recent data from 2023 show that 34.4 percent of loan denials were because of
the debt-to-income ratio, versus only 9.3 percent due to an insufficient down
payment (Zillow 2024).

What these findings establish is that high monthly payments are a serious
impediment to homeownership, and the drivers of higher payments include
high interestrates, high house prices, and high debt burdens from other sources
like student loans and credit cards. The Trump Administration has already
taken action to reform student loans through the One Big Beautiful Bill Act, and
President Trump has recently announced actions to address high credit card
interest rates. All things remaining equal, falling interest rates will make it easier
for prospective buyers to satisfy DTl criteria, but rapid house price appreciation
would make this more difficult.

Ensuring Balanced Supply Growth to Guard Against Rising Prices

The future path of house prices in a booming Trump economy with falling
mortgage rates and rising income will depend on the ability of housing sup-
ply to grow and keep up with demand. As discussed above, supply conditions
have been tight for years, characterized by low months of supply—especially
at affordable price tiers—and contractions in residential construction, which
continue to subtract from otherwise robust GDP (Pinto and Peter 2026b; BEA
2026). Looking back further, to 2008, the rate of homebuilding has fallen by half
relative to what had been a stable pace of 6,000 new single-family homes per
million people per year for decades, as shown in figure 6-12 (with the trend going
back even further, to the 1960s). The divergence from historical trends is also
apparentin figure 6-13, which shows the total stock of single-family homes over
time. If homebuilding and the growth of the single-family housing stock had
continued at their historical pace instead of falling dramatically after 2008, there
would be 10 million or more additional single-family homes today. This finding is
broadly in line with estimates from other experts who use different methodolo-
gies to quantify a housing “shortage” of several million homes from a prolonged
suppression of housing supply (Patel, Rajan, and Tomeh 2024; Congressional
Research Service 2025; Glaeser and Gyourko 2025; Goldman Sachs 2025). Not
only does the bureaucrat tax add over $100,000 to the cost of a home; it also
acts as a barrier to homes being built.

Reversing the supply suppression from the large bureaucrat tax will help
ensure that the full savings from lower mortgage rates flow to homebuyers by
keeping home values stable and shielding against the return of soaring prices,
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Figure 6-12. Average Single-Family Housing Starts per Million
People, 1983-2024
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Figure 6-13. Single-Family Housing Stock
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property taxes, and homeowner insurance premiums. For example, one recent
analysis based on extensive research finds that, if rates fall back to their 2018
average of 4.5 percent but supply remains at suppressed levels, house prices
would rise an additional 10 percent over the next three years and erase about
half the savings to buyers (Pinto and Peter 2026a; Chudik and Kumar 2023;
Liu et al. 2021). By contrast, restoring homebuilding to past levels would help
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Figure 6-14. Subsidizing Demand in a Supply-Constrained Market

House price

Supply in a highly
regulated area

Large price increase
(boosts builder profits) Subsidy

mostly goes
Minimal buyer to sellers
savings
Demand with
subsidy

—

Minimal homeownership gain

Demand without
subsidy

Housing quantity (homeownership)
Source: CEA calculations.

Figure 6-15. Subsidizing Demand in a Supply—Abundant Market
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stabilize house prices and home values, passing more savings to buyers and

boosting homeownership.
Under the Trump Administration, the Federal government has taken

great steps to reduce the burden on homebuilders imposed by Federal regu-
lations. Reform at the State and local levels to tackle the sources of the
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six-figure bureaucrat tax would greatly enhance the ability of supply to keep
up with stronger demand. Figures 6-14 and 6-15 provide a visual illustration
of the importance of reducing supply constraints to ensure stronger demand
(depicted as a demand subsidy) boosts homeownership instead of housing
inflation. In figure 6-14, with highly regulated supply, a demand subsidy fuels
appreciation that increases the profits to sellers and builders, with minimal gain
in homeownership. By contrast, in figure 6-15, with less constrained supply,
most of the demand subsidy ends up as savings to buyers, with house prices
exhibiting little change.

The Impact of Cutting the Bureaucrat Tax on Homebuilding, Economic Activity,
and Affordability

As discussed above, the CEA estimates that reducing the WRLURI by 1standard
deviation would boost the housing stock by 9.0 percent, which amounts to 13.2
million more homes starting from a baseline of 146.8 million homes using 2024
census data (U.S. Census Bureau 2025). In 2024, 1.621 million homes were com-
pleted, accounting for $559.11 billion in GDP, or about $345,000 per completed
home.® The residential investment from building an additional 13.2 million
homes would add about $4.0 trillion to GDP. Spread over 10 years, the result
would be 1.3 percent added to annual GDP and 2 million new manufacturing and
construction jobs.™

For individuals, the cost-savings and house price stability that result from
slashing the bureaucrat tax make homeownership more accessible for new
buyers and more secure for existing owners by relieving pressure on monthly
budgets while protecting home values. Over time, supply growth also allows
incomes to catch up after years of being outpaced by house price appreciation.
For example, consider a median-income buyer purchasing a median-price
home with a 10 percent down paymentin a locality with a 1 percent property tax
rate. Under Biden-era mortgage rates and price-income ratios, this buyer would
pay more than 33 percent of their pre-tax income in monthly mortgage pay-
ments. If, instead, rates fall to 4.5 percent and house prices grow at just 0.6 per-
cent per year over the next decade, the house price-income ratio would decline
from 4.1 to 2.7, as shown in figures 6-16 and 6-17, which portray house price
and income dynamics under alternative housing market conditions with strong

©For housing units, see FRED variable COMP621UTSA (https://fred.stlouisfed.org/series/
COMPUTSA), total new privately owned housing units completed. For the contribution

to GDP, see FRED variable A943RC1Q027SBEA (https://fred.stlouisfed.org/series/
A943RC1Q027SBEA), private fixed investment in permanent site residential structures.

" This calculation takes into account the 13.1 percent price savings from the removal of the
bureaucrat tax and assumes that each house takes one year to build and that the average GDP
created per full-time construction and manufacturing worker is about $200,000.
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supply.”? Under these alternative housing market conditions, the buyer in this
example would only spend 18 percent of their income on mortgage payments.

The 2000s Texas Miracle

There is a historical precedent for a Goldilocks scenario of falling interest rates,
rising homeownership, and stable home values. Consider the 2000s housing
boom. From 2000 to 2005, mortgage rates fell from 8.2 percent to 5.8 percent
across the country, contributing to a house price boom across much of the
country. However, the magnitude of price increases varied geographically,
based in part on how unconstrained housing supply was to keep up with demand.
Consider a comparison between Dallas and Los Angeles. In Los Angeles, the
number of single-family home permits barely budged in response to the surge
in housing demand because of tight restrictions on supply from California-style
fees, mandates, regulations, and red tape. As a result, house prices surged by
114 percent, and the monthly principal and interest on a new mortgage actually
increased by 53 percent because the surge in house prices more than offset
the decline in mortgage rates. By contrast, single-family permits jumped in
homebuilding-friendly Dallas, and real house prices only rose 6 percent. As a
result, mortgage payments fell by 24 percent for new buyers. In other words,
existing homeowners saw stable real house prices and gradually rising equity,
while all buyers, including first-time buyers hopping on the first rung of the
property ladder and those looking to upsize, benefited from increased afford-
ability. Figure 6-17 provides a visual representation of this comparison.

State and Local Best Practices to Tackle the Government Bureaucrat Tax

This chapter’s Appendix of Best Practices contains a comprehensive list of
reforms States and localities can implement to tackle the government bureau-
crat tax. This list reflects proposed changes that could rapidly incentivize new
building by eliminating impediments, taxes, hold-ups, fees, processes, and
schemes that serve as barriers to new development as described to the CEA
during months of listening sessions with developers and land-use attorneys
from all across the country, leading academics, think tanks, and industry-
advocacy groups. The list addresses items that are called out by the 2021
NAHB and 2022 NMHC studies on the cost of regulation—for example, “Hard
costs of compliance (fees, required studies, etc.),” “Fees paid by the builder
after purchasing the lot,” “Changes to building codes over the past 10 years,”
“Architectural design standards beyond the ordinary,” and “Cost of affordability
mandates (e.g. 1Z),” among others. The CEA has sorted this list into these three
broad classes:

* Unleashing manufacturing innovation. One reason high-quality, high-pro-

2This assumes 2.6 percent annual real income growth and constant real house prices after
applying the CEA’s 13.1 percent real price impact estimate from above.
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ductivity manufacturing techniques have not been more widely adopted
in building new homes (thus reducing costs while keeping quality high)

is that building codes are often not aligned across localities or States.

This makes achieving returns to scale difficult, typically a requirement

for efficient manufacturing. Additionally, some State and local inspection
procedures are not appropriate for off-site built housing, adding costs
and delays. The best-practices solution is to align codes with accepted
standards for modular, prefabricated, panelized, and other off-site built
housing to enable “all of the above” quality construction techniques.
Streamlining the stages of homebuilding. The process for receiving ap-
provals and permits is often slow, expensive, and unpredictable. Addition-
ally, States and localities often charge fees that are unjustified in size by
costs or unrelated to the project at hand. The best-practices solution is

to create a fast-track process for all housing developments that features
capped timelines and permit fees, appropriate and justifiable impact fees,
third-party inspections, and an expedited appeal process that ensures
faster and less arbitrary dispute resolution.

Protecting consumer choice and private property rights. Developers,
landlords, renters, and homeowners are subjected to a wide range of man-
dates unrelated to true safety and welfare concerns that prescribe what
and how they can and cannot build and what they are allowed and not
allowed to do with their property. The best-practices solution is to curtail
gratuitous mandates that restrict housing supply, such as restrictions on
the number of units that can be built in any given time period, costly green
energy building requirements, and discriminatory labor rules. These re-
forms should provide greater flexibility and consumer choice and stronger
private property rights to landlords to help protect them from losses from
fraud and nonpaying tenants. Also, new single-family housing construc-
tion requires new land, so best practices require the elimination of any
rule, regulation, or policy that prohibits the development of new, detached
single-family housing outside prescribed geographic limits.

Conclusion

President Trump understands real estate like no previous President in his-
tory, and his Administration is committed to protecting and restoring the
American dream of homeownership. This chapter has identified culprits both
in the form of adverse sources of housing demand that compete with American
families for homes and the government bureaucrat tax on housing supply
from increasingly pervasive California-style fees, mandates, regulations, and
red tape that add expensive government overhead to the cost of building.
The Trump Administration has already taken aggressive action to tackle the
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housing affordability crunch it inherited, beginning with the historic policies
of the One Big Beautiful Bill Act to expand economic potential and bring down
interest rates and extending to mortgage bond purchases to further lower rates
combined with Federal deregulatory efforts to remove impediments to supply.
As analyzed by the CEA, additional reforms of State and local policies would
strongly enhance these efforts and enable new generations of Americans to
build homes, build families, and build the kinds of communities that are the
backbone of America.

Mathematical Appendix

Computing the regulatory tax rate: Consider two markets, an unregulated and
a regulated market. Referring to the gold supply curve and blue demand curve
of figure 6-11, the supply curve and demand curve for the unregulated market
can be written as

unregulated supply: p = a + mgq demand:p = b —myq, Q)

where a is the intercept of the supply curve, b is the intercept of the demand
curve, m_is the slope of the supply curve, and (negative) m, is the slope of the
demand curve. Note that p stands for the natural logarithm of the price per
unit of housing in the market and q stands for the natural logarithm of the total
quantity of housing in the market. An equilibrium in this market is a price where
the quantity supplied is equal to the quantity demanded. After rearranging a few
terms, the equilibrium (log) price in the unregulated market, p , satisfies

(ms + mg)py, = msb + mya. (2)

Consider now a regulated market with the same demand curve as the
unregulated market, but with a possibly different intercept and slope of the
supply curve:

regulated supply: p = (a + ¢) + (ms + d)q. 3)
In the equation above, regulation increases the intercept by c and increases the

slope by d. Using the same logic as before, write the equilibrium log price in the
regulated market, p , as having the following relationship:

(ms +d + my)p, = (mg + d)b + my(a + ¢). (4)

Now subtract equation 2 from equation 4 and rearrange terms:

(ms + mg)(pr — pu) = d(b — pr) + myc. (5)
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From the demand equation, b - p_ = m g, so equation 5 can be rewritten as

(ms + md)(pr - pu) = dmgq, + myc, (6)

where q_ is the total housing quantity in the regulated area. Divide both sides by
m, to get

ms+mg

(—) (pr —pu) = dg, +c. @)

mq

The right-hand side of equation 7 is the shift in the supply curve evaluated
at g, the equilibrium (log) quantity in the regulated market: c is the change in
intercept, and dgq, is the additional increase from the change in slope. This is the
natural logarithm of the regulation tax.

Now it is time to compute the size of this tax for a change of 1 standard
deviation in the WRLURI. Note that the body of the chapter reports an estimate
of the change in the equilibrium log price from a decline of 1 standard devia-
tion in the WRLURI to be 0.1234, which is set equal to p_ - p . The CEA sets the
(negative) of the slope of the demand curve, m, equal to 1.43 =1/ 0.7, based on
standard research (e.g., Polinsky and Ellwood 1979). Finally, for m, the slope of
the unregulated supply curve, the CEA performs analysis on data from Baum-
Snow and Han (2024). Baum-Snow and Han (2024) estimate the parameteryin
equation 8 separately for tens of thousands of census tracts spanning over 300
metropolitan areas:

q = constant +y - p. (8)

This is the reverse of the relationship shown in figure 6-11, in which price is
on the y axis and quantity is on the x axis.” Baum-Snow and Han report an aver-
age value for y of 0.35. To see how y varies with the WRLULI, the CEA regresses
y on the WRLULI and an estimate of the share of land in a metro area that is not
developable due to geographic constraints.” The CEA finds that a decline of 1
standard deviation in the WRLURI is associated with an increase in y of 0.0338

®ln the equation above, q and p are the natural logarithms of the quantity and price of housing
in a market, as before, and the parameter gamma is often referred to as the housing “supply
elasticity” because it approximately measures the percentage change in housing quantity
supplied to the market given a 1 percent change in the price of housing. For small changes, the
change in the natural logarithm of a variable is nearly equal to the percentage change in that
variable.

4 The CEA defines this variable as the share of a metropolitan area covered by bodies of water,
outside the borders of the United States, or having a slope steeper than 15 percent within 50
kilometers of the geographic center of the metro area. This approach is similar to that of Saiz
(2010).
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unit; that is, housing supply becomes more responsive to price.” To understand
what this means, consider an area with a value of y of 0.35, the national average.
If that area were to experience a decline of 1 standard deviation in the WRLURI,
its value of y would be predicted to increase to 0.3838. This gives a national esti-
mate of ms (the slope of the unregulated supply curve, consistent with a decline
of 1standard deviation in the WRLURI) equal to 1/0.3838 = 2.61.

Putting this all together, this analysis gives an estimate of

(Z224) (p, — p) = (22222) (0.1234) = 0.3485. (9)

mgy 1.43

The tax rate associated with this is equal to exp(0.3485) - 1.0 = 41.7 percent.

Computing the increase in housing from deregulation: Finally, to under-
stand the impact of reducing the regulation on quantities, note that knowing
the equilibrium change in the log price, 0.1234, allows one to trace along the
blue demand curve to determine the change in log quantity of housing. As
mentioned above, the slope of the demand curve is -1.43, so the change in log
quantity associated with a 0.1234 decline in log prices is -0.1234 divided by
-1.43, equal to 0.0864. This translates into a 9.0 percent increase in the stock
of housing. The total housing stock in 2024 was 146.8 million homes, so a 9.0
percent increase implies 13.2 million additional units.

Appendix of Best Practices to Tackle the
Government Bureaucrat Tax on Housing Supply

The best practices fall into three categories:
First, unleashing manufacturing innovation:

» The problem: Construction productivity has fallen, leading to less building
and higher costs.

* The solution: Align codes with accepted standards for modular, prefab-
ricated, panelized, and other off-site built housing to enable “all of the
above” quality construction techniques.

Second, streamlining the stages of homebuilding:

» The problem: The approval process for housing developments has
become slower, more expensive, and less predictable, which reduces con-
struction and pushes up prices and rents.

* The solution: Create a fast-track process for all housing developments
that features capped timelines and permit fees, appropriate and justifiable
impact fees, third-party inspections, and binding arbitration that ensures
faster and less arbitrary dispute resolution.

5The robust standard error of the estimate is 0.007. There are 1,129 observations in the
regression.
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Third, protecting consumer choice and private property rights:

The problem: Developers, landlords, renters, and homeowners are sub-
jected to a wide range of mandates unrelated to true safety and welfare
concerns that prescribe what and how they can and cannot build and what
they are allowed and not allowed to do with their property.

The solution: Curtail artificial mandates that restrict housing supply such
as green energy building requirements, aesthetic requirements, discrimi-
natory labor rules, and rent scammer protections while providing greater
flexibility and consumer choice and stronger private property rights.

This appendix now specifies detailed best practices for each category:

Unleashing Manufacturing Innovation

Align codes for modular, prefabricated, panelized, or any other off-site built
housing enforced by regulating entities or utilities with the latest version of
these national standards:

ICC/MBI 1200 Standard for Off-site Construction: Planning, Design, Fabri-
cation and Assembly

ICC/MBI 1205 Standard for Off-site Construction: Inspection and Regula-
tory Compliance

ICC/MBI 1210 Standard for Mechanical, Electrical, Plumbing Systems,
Energy Efficiency and Water Conservation in Off-site Construction

ICC G6 Guideline on Advanced Panelization and Appendix N of the Inter-
national Building Code

Streamlining the Stages of Homebuilding

A valid fast-track process that is consistent with deregulatory best practices
achieves the listed cost savings by having these features:

A list of all permits and approvals that a regulating entity or utility may
require to grant the right to build. Builders that submit plans that conform
to local zoning and building codes must have by-right approval;

A list of all inspections and permits for construction that a regulating en-
tity or utility may require;

[Eliminates costs associated with zoning applications, removing a 2.3 percent
bureaucrat tax = $S6,623]
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A binding timeline, which holds for all submissions and resubmissions, for
when a regulating entity or utility must either grant or deny each of the
required permits and approvals. A valid fast-track timeline is one that is
no longer than 60 days for granting or denying the right to build and no
longer than 30 days for permits and inspections during the construction
process;

A list of maximum possible fees (not including impact fees) that a regulat-
ing entity or utility may charge;
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Prohibitions of impact fees that are not directly quantifiably relatable to
the specific development project;

Prohibition of offsite project or infrastructure costs that are not reasonably
necessitated by the specific development project;

Prohibition of requiring revision of plans in response to a change in codes
after the right to build is granted;

The allowance of State-certified third-party inspectors to conduct any
and all required inspections that are directly or indirectly related to the
construction or development of the project;

The right of the builder to choose any State-certified engineering, en-
vironmental, or other firm to do any necessary study that is directly or
indirectly related to the construction or development of the project;

A legal framework under which a plaintiff only has standing to challenge
an approval or permit related to development if the plaintiff can demon-
strate that the development would create a common-law nuisance or an
immediate threat to the plaintiff’s health, safety, or welfare;

An expedited appeal process to resolve denials, conflicts, breached time-

lines, or other decisions. This process:

» Provides a property owner or builder the right to an appeal using an
alternative or accelerated extrajudicial or court process that could
include a “fast-track” court process, dedicated docket, mediation, or
other alternative dispute resolution;

» Assignsjurisdictions, regulating entities, and utilities with the burden
to prove that the denial, conflict, breached timeline, or other decision
being appealed is necessary to protect substantial interests in public
health, safety, or welfare, or is required by other legal considerations,
and these interests demonstrably exceed the need for housing;

» Provides for fee reductions, economic damages, recovery of legal and
associated costs or other penalties for unreasonable delays in adjudi-
cation.

[Eliminates excess burden associated with hard costs of compliance (fees,
required studies, etc.), the pure cost of delay (if regulation imposed no other
cost), land dedicated to the government or otherwise left unbuilt, and fees paid
by the builder after buying the lot, removing a 13.5 percent bureaucrat tax =
$39,324]

Protecting Consumer Choice and Private Property Rights

The set of deregulatory best practices include elimination of:

Rent control: any provision that regulates the level or growth rate of resi-
dential rents, or the process by which landlords set rents;

Impediments to addressing problems created by delinquent and disrup-
tive tenants: any provision that regulates the timeliness of eviction of a
nonpaying tenant, any provision that restricts a property owner’s ability to
fight fraud, and any provision that regulates a landlord’s ability to choose
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to not renew the lease of an existing tenant;

Support for squatters, scammers, and other unauthorized occupants: any
provision that protects individuals who occupy a property without a legal
right agreed to by the property owner or other legitimate agreement and
prevents property owners from immediately reclaiming their property;
Affordable housing set-asides: any requirement that any unitsin any
development be set aside for renters paying less than market-rate rents or
owners paying less than market-rate prices;

[Eliminates costs associated with affordability mandates, removing a 3.8 per-
cent bureaucrat tax = S11,176]

Non-evidence-based building codes: building code features that are in-
consistent with evidence-based standards promulgated by the Secretary
of Commerce, the Secretary of Agriculture, the Secretary of Housing and
Urban Development, the National Institute of Standards and Technology,
or any other Federal Agency issuing evidence-based building standards;
Burdensome and prescriptive energy efficiency building codes: as an
alternative to prescriptive building codes designed to satisfy energy
efficiency targets, builders must have the option to achieve a federally rec-
ognized energy rating index regardless of the means used to achieve this
outcome. Additionally, electric-vehicle infrastructure requirements and
on-site renewable energy requirements may not be mandated;
Unreasonable building code adoption timelines: with the exception of
evidence-based, safety-related changes, builders must have the right to
comply with any code dated within 15 years at the time a development
plan is submitted for approval. For example, any building code dated 2010
or later would be acceptable for development in 2025;

[Eliminates costs associated with changes to building codes over the past 10+
years, removing an 8.6 percent bureaucrat tax = $25,250]

Discriminating against off-site built housing: apart from the off-site stan-
dards specified above, any requirement or provision that differentiates
processes or outcomes based on mode of construction;

Unreasonable aesthetic requirements: any provision that restricts the
appearance of new single-family housing, unless it can be demonstrated
on a case-by-case basis that the absence of aesthetic regulation for the
development in question reduce the value of immediately adjacent prop-
erties;

Discriminating against any form of home energy: any requirement or pro-
vision that by intent, or practical effect, eliminates choice in home energy
sources;

[Eliminates standards (setbacks, etc.) that go beyond the ordinary and develop-
ment requirements (layouts, mats, etc.) beyond the ordinary, removing a 7.1
percent bureaucrat tax = $20,697]

152 |

Restrictions on worker characteristics: any requirement that regulates the
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attribute (e.g., race, ethnicity, or gender) or residence of any worker, man-
ager, supervisor, or employee of a housing development project (before,
during, or after completion);

e State add-ons to Federal codes: any State requirement that specifies
building, environmental, or labor codes or provisions that reduce project
profitability, or add to project risks or costs, over and above any such codes
or provisions (or related codes or provisions) specified by the Federal gov-
ernment, except due to reasonable State-specific characteristics;

* Local add-ons to State codes: any municipal, regional, or county require-
ment that specifies building, environmental, or labor codes or provisions
that reduce project profitability, or add to project risks or costs, over and
above any such codes or provisions required by the State, except due to
reasonable locality-specific characteristics;

[Eliminates costs associated with complying with nonstandard labor and other
regulations, removing a 2.3 percent bureaucrat tax = $6,623]

» Growth moratoria: any policy that imposes geographic or unit-based limits
on new development and construction within any given time period;

* Commuting penalties: any rule, regulation, or policy that penalizes or
increases the cost of a development for being primarily accessible by
automobile;

* Greenbelt and urban containment boundaries: any rule, regulation, or
policy that by intent, or practical effect, prohibits development of new
detached single-family housing and related infrastructure outside of pre-
scribed geographic limits;

» Other barriers to single-family home construction as promulgated by the
Federal government.

[Eliminates costs associated with outright barriers to new building, removing a
4.1 percent bureaucrat tax = S12,122]
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Chapter 7
Strengthening America’s Industrial Supply Chains

Although industrial processes have relied on complex supply chains for some
time, recent disruptions that have threatened entire economies have substan-
tially increased supply chains’ prominence to businesses and policymakers. The
COVID-19 pandemic exposed the fragility of global supply chains and demon-
strated that, in times of need, critical supplies produced elsewhere may not be
available to Americans. Worryingly, some countries have used their dominant
position in upstream supply chains to disrupt downstream production through-
out the world. Fortunately, businesses, researchers, and governments are taking
proactive steps to better understand supply chains and their attendant risks, and
to improve them. Securing its supply chains will be key to fulfilling America’s next

golden age of industrial production.

The Trump Administration has taken steps to recognize and address supply
chain risks to American security. Through trade policy, bilateral negotiations,
and investigations of national security risks, the Administration has substantively
enhanced the competitiveness of American manufacturing as well as helped to
secure domestic sourcing of critical inputs. Complementing these actions, fiscal
policies, such as those in the One Big Beautiful Bill Act (OBBBA), spur the expan-
sion of American research and investment to support the reshoring of American
supply chains. Meanwhile, executive offices are also using the power of Federal
procurement to support America’s manufacturing capacity by providing anchor

demand for nascent industries.

This chapter first details vulnerabilities embedded within modern supply chains.

Next, it describes key barriers to improving supply chain resilience. Finally, it
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summarizes prominent actions taken during the first year of the second Trump

Administration to strengthen America’s supply chains.

The Problem: Supply Chain Risks

omprehensive assessments of supply chain vulnerabilities and their

aggregate implications are being impeded by two factors: first, limita-

tions in granular, industry-specific data; and second, the relatively
nascent theoretical literature available to study them. In particular, “despite the
growing recognition of the importance of resilient supply chains, a systematic
investigation of macroeconomic consequences of supply chain disruptions has
remained largely elusive” (Acemoglu and Tahbaz-Salehi 2025, 680).

Technological advances have considerably expanded the breadth of
products available to consumers, and this breadth often goes hand-in-hand
with increased complexity of production. For example, the typical passenger
car today contains about 30,000 components (Wakelin 2021), a twofold to
fivefold increase from three decades ago (McAlinden and Smith 1993). At the
same time, production processes have become increasingly multinational:
in 2022, about 42 percent of the United States’ trade derived from products
shipped across multiple borders, about 5 percentage points more than in 2007
(Research Institute for Global Value Chains 2023). This refinement of inputs and
expansion in sourcing reflect more sophisticated supply chains. Even as these
supply chain advances have created novel opportunities and numerous benefits
for the United States, they also reflect complexity that can embody considerable
risk.

Public awareness of supply chain risks increased during the extraordinary
events stemming from the COVID-19 pandemic. Lockdowns throughout the
world, disruptions to logistics, and exceptional shifts in demand all coincided to
exert extreme pressure on producers, including those of critical goods, such as
personal protective equipment (Cecire et al. 2020). At the time, Federal actions,
such as the use of the Defense Production Act (DPA), helped alleviate disrup-
tions and enabled businesses to expand production faster than they could have
on their own (U.S. Government Accountability Office 2021).

In subsequent years, many businesses recognized the benefits of tak-
ing more proactive measures to manage their supply chains, mitigate risks,
and enhance resilience vis-a-vis disruptions. One illustration of businesses’
increased focus on their supply chains is shown in figure 7-1: the number of
major filings from publicly traded firms in the United States that mention “sup-
ply chain” has more than doubled from prepandemic levels, on an annual basis.

Since the COVID-19 pandemic, many businesses have increased their
understanding of their supply chains, expanded their stockpiles, and engaged in
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Figure 7-1. Number of Publicly Traded Firms in the United States
That Mention “Supply Chain”

Thousands of SEC filings (10-K and 10-Q forms)
18
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Source: SEC (Securities and Exchange Commission).

research and development to reduce their reliance on linchpin inputs. While
these actions have considerably improved supply chain resilience, critical vul-
nerabilities persist. Such vulnerabilities were prominently highlighted in April
2025, when China abruptly implemented an export licensing system for certain
rare earth elements (REEs) and derivative products. REEs have unique proper-
ties, making them exceptionally well suited for a vast range of uses, including
consumer electronics, automobiles, and the defense industry. Because China
accounts for nearly all the mining, processing, and refining of REEs globally,
its export controls were enough to cause factory shutdowns around the world
within weeks of implementation, including in the United States (McLain and
Felton 2025).

At the time of this writing, the full aftermath of China’s REE export
licensing continues to evolve. Yet the Trump Administration has already taken
multiple actions to ensure sustained access to REEs for American businesses.
The Administration’s actions to strengthen the U.S. critical minerals industry
(National Archives 2025a) and secure pharmaceutical precursors (White House
2025a) have helped solidify cooperation with partners and allies to deter such
disruptions from occurring again (White House 2025b) while simultaneously
expanding sourcing, both domestically and abroad, to reduce dependencies on
any one source (White House 2025c¢, 2025d).
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While events such as pandemics and export controls on critical inputs
have historically been uncommon, they are not the only sources of supply chain
risk. Even as “it is tempting to think of supply chain disruptions as rare events,
... the large number of possible disruption causes, coupled with the vast scale
of modern supply chains, makes the likelihood that some disruption will strike
a given supply chain in a given year quite high” (Snyder et al. 2016, 89, cited
by Elliott, Golub, and Leduc 2022). According to a McKinsey Global Institute
survey of experts in the aerospace, automobile, computer and electronic, and
pharmaceutical sectors, even before the COVID-19 pandemic, these industries
experienced supply chain disruptions lasting 1-2 months once every 3.7 years
on average, with longer disruptions taking place once every 4.9 years (Lund et
al. 2020). Such disruptions can have material consequences for affected firms’
balance sheets: Lund and colleagues (2020, 6) estimate that “adjusted for the
probability and frequency of disruptions, companies can expect to lose more
than 40 percent of a year’s profits every decade on average . .. [and] a single
severe event that disrupts production for 100 days—something that happens
every five to seven years on average—could erase almost a year’s earnings in
some industries.”

The interconnectedness of modern supply chains can lead to the broad
propagation of shocks. For example, local economic disruptions after a major
earthquake in Japan in 2011 led to persistent declines in production of affili-
ated U.S. companies, due to their reliance on imported inputs (Boehm, Flaaen,
and Pandalai-Nayar 2019). When a supplier is hit by a natural disaster, both
the supplier’'s customers and its customers’ other suppliers face disruptions
to production (Barrot and Sauvagnat 2016). Such cross-firm propagation of
supply chain disruptions can also have substantive aggregate effects: national
economic dynamics are weighed down by both domestic and international
delays in production, as well as delays to shipping (Alessandria et al. 2023).
Interconnectedness can be particularly disruptive in the United States, since
certain domestic sectors have outsized importance as intermediate suppli-
ers, contributing to the propagation of sector-specific shocks throughout the
economy (Acemoglu et al. 2012).

Conversely, modern-day supply chains are not solely sources of downside
risk. Bagaee and colleagues (2025) find that supply chain dynamics can be a key
contributor to aggregate productivity growth. Supply chains can also dampen
the propagation of certain shocks. For example, structural changes in eco-
nomic networks may have contributed to the United States’ Great Moderation,
the period starting in the 1990s when macroeconomic volatility subsided
(Acemoglu, Ozdaglar, and Tahbaz-Salehi 2017). Acemoglu and Tahbaz-Salehi
(2025) find that greater fragmentation of supply chains can boost aggregate
output in general, though it can also amplify aggregate vulnerability to tail risks.
MacDuffie, Fujimoto, and Heller (2021) argue for a reframing of supply chain
management strategies, shifting away from an efficiency-versus-resilience
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paradigm to one that seeks to ensure that supply chains are sufficiently agile
and protected to promote both competitiveness in normal times and continuity
in the face of disruptions.

Framing the Problem: Barriers to
Resilient Supply Chains

Disruptions to supply chains can originate from many sources. Some of these are
natural, such as fires, weather, and earthquakes. Other disruptions have human
origins, some unintended, as with a foreign economic downturn, and others are
deliberate, such as when governments weaponize key industries in pursuit of
economic or noneconomic objectives. The sources of disruption complicate the
problem for firms and governments managing supply chain risks.

This section describes various barriers firms face when trying to miti-
gate their supply chain risks. A key barrier is opportunity cost: many efforts to
improve supply chain resilience require resources (e.g., financing and labor),
and businesses face trade-offs in allocating scarce resources. Information
gaps can play a critical role, too, particularly for processes relying on inputs
that themselves depend on extensive supply chains and for those that rely on
multiple inputs. Additionally, the interconnectedness of firms’ supply chains
generates externalities: private market forces on their own underprice the value
of resilient supply chains, as individual firms do not account for the spillover
benefits to their upstream sources and downstream customers. Amid all these
forces arising in competitive markets, supply chain risks can also be amplified by
noncompetitive practices that distort market signals and skew firms’ incentives.

A Stylized Example

Consider a stylized example: an island with only one gas station. The gas station
relies on a single ship to transport gasoline from the mainland. If that ship needs
unexpected repairs for a prolonged period of time, the gas station’s reserves
will start running low, reducing the island’s supply of gasoline. Market forces will
start to push the price of gasoline higher in order to bring demand in line with
supply. The higher gasoline price partially mitigates the lost volume of business
to the gas station, but the customers are worse off, as they buy less gasoline at
higher prices. Additionally, the disruption can propagate throughout the island
economy if downstream sectors, such as transportation, have to curtail their
activities, in turn affecting a broader range of firms further downstream.
Recognizing this risk, the gas station could take several preemptive
actions to avoid such outcomes. For example, the station could hold larger
inventories of gasoline or diversify its logistics network, either of which canincur
costs during normal times. Yet market forces may not suffice to ensure that the
station reduces its supply chain risk. Immediately after a disruption, its profits
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are partially insured by its ability to charge a higher sales price. And, as with
any business, the station owner faces trade-offs in how to invest its resources.
Diversifying its supply chain requires increased time devoted to logistics, and
smaller orders split across multiple suppliers may reduce the station’s market
power, pushing up the price it has to pay.

The benefit to the firm of ensuring supply chain resilience only accrues
in the event of a disruption; during normal times, resilience is costly. Firms that
ignore supply chain risk can charge lower prices during normal times, allowing
these firms’ market share to grow, and forcing out more prudent enterprises.
Investing more in supply chain resilience also means investing less in other
areas, such as workforce development and research and development.

The example of the island gas station illustrates problems that must be
overcome in a market economy. First, firms’ decisions on supply chain resil-
ience do not reflect all the benefits of their actions. These benefits are positive
externalities and suggest that market forces will provide inadequate incentives
for firms to optimally mitigate risk. Many mitigation strategies for supply chain
resilience are like other forms of insurance, which are often underprovisioned
(O’Hara and Shaw 1990, Kunreuther, Pauly, and McMorrow 2013). The positive
externalities from addressing supply chain risk provide an opportunity for gov-
ernment intervention to lead to more socially optimal outcomes.

Second, information gaps (Allen 2014; Bernard, Moxnes, and Saito 2019)
can be costly for firms to overcome, requiring time for firms to find new suppli-
ers when supply chain disruptions occur. A recent survey of global supply chain
leaders found that while 95 percent of businesses have visibility into supplier
risks of at least the tier-one level; just 42 percent had such visibility into at least
the tier-two level (Foster, Huy-Dat, and Trautwein 2025)." Even among the
businesses with tier-two visibility, fewer than half have direct contact with them
on a regular basis. Barriers to increased engagement include resource con-
straints and privacy concerns among some tier-one suppliers (Foster, Huy-Dat,
and Trautwein 2025).

Government policy must also account for the third problem: resilience has
an opportunity cost that must be paid by society, and whose benefits primarily
accrue only in the case of a disruption. Together, these three problems call for
careful policy responses that address market failures while also navigating the
trade-offs between the benefits and costs of different strategies to address
supply chain risk.

"Tiers” in supply chains refer to the number of degrees removed between a
company and an intermediate supplier. A company directly purchases from
tier-one suppliers, while a tier-two supplier sells to a tier-one supplier.
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Opportunity Cost

It is rarely possible to fully eliminate risk from supply chains, and firms may
optimally trade off higher risk exposure in exchange for benefits in other dimen-
sions. For example, production often exhibits economies of scale, in which
increasing the quantity of output reduces the per-unit cost of a good. All else
remaining equal, in the presence of economies of scale, firms can increase their
profits by concentrating production at one location.

Similarly, regions can exhibit agglomeration effects, in which local clusters
of firms engaging in similar work benefit from their mutual proximity, such as
through faster dissemination of best practices and increased access to skilled
labor. Particularly when both economies of scale and agglomeration effects are
present, classic economic theory posits that society is better off when produc-
tion is concentrated in the localities with the comparative advantage (Ricardo
1817). Yet, as the island gas station example illustrates, such concentration can
present risks, which may offset some of the benefits of solely relying on those
locations with comparative advantage.

Numerous studies have highlighted the trade-offs that can arise between
investments in resilience and efficiency (lvanov, Sokolov, and Dolgui 2014;
Katsaliaki, Galetsi, and Kumar 2021). For example, some firms may seek to
reduce their reliance on single-sourcing by switching to generic parts (Sheffi
2005; Sdenz and Revilla 2014). However, using generic parts limits opportunities
for the customization and innovation that can be achieved through collabora-
tion and long-lasting relationships with suppliers (Fujimoto et al. 2019), and
closely integrated relationships can also support faster recoveries to certain
disruptions (Alfaro and Chen 2012). Additionally, some risks entail highly con-
sequential but also highly unlikely outcomes; efforts to mitigate such tail risks
might impede firms’ ability to address course-of-business concerns, which can
arise in all states of the world. MacDuffie, Fujimoto, and Heller (2021, 6) argue
that “supply chains in competition-intensive industries should not take any anti-
disaster measures that seriously sacrifice their competitiveness.” As essential
as functioning supply chains are for businesses, opportunity costs can reflect
material deterrents for investments in resilience.

The Problem of Incomplete Information

The length and breadth of modern supply chains pose challenges for firms’
ability to fully understand where their inputs come from. For example, in the
aftermath of a major earthquake in Japan in 2011, the multinational automobile
manufacturer Toyota embarked on an extensive review of its supply chain,
including the sources for its suppliers (McLain 2021). Even after moving as many
as 10 layers upstream and covering more than 400,000 items, the project was
not completed (Elliott, Golub, and Leduc 2022). Incomplete information is also
a problem for critical components. In a representative survey of U.S. suppliers
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and end users of legacy semiconductors in 2024, nearly half (44 percent) did not
know whether their products contained chips manufactured in China (Bureau
of Industry and Security 2024). Given geography’s significant influence on
exposure to certain types of supply chain risks, such as those related to physical
shipment, such information gaps can undermine firms’ assessments of their
vulnerabilities and resilience.

Beyond the sheer complexity that can be involved in mapping out supply
chains, firms face impediments from the competing incentives that upstream
suppliers have for divulging information about their capacity and own supply
chains. For example, the increased transparency of a supplier’s inputs could
enable its customer to better distinguish between that supplier’s production
costs and mark-up, enhancing the customer’s bargaining power. Similarly, while
excess capacity can help an upstream supplier mitigate disruptions to its plants
or accommodate surges in demand, it can also indicate the upstream suppliers’
dependency on the downstream customer for sales. The customer firm, in turn,
could leverage its dependency to negotiate for more favorable contracts. Such
downside risks to their bargaining power have led many upstream suppliers
to treat their own supply chains as trade secrets; Toyota encountered similar
dynamics when trying to map out its full supply chain (McLain 2021).

Externalities

Efforts to mitigate supply chain risks can yield considerable positive externali-
ties. For example, when a firm diversifies its sourcing, its own business activities
are less susceptible to idiosyncratic disruptions from any individual supplier.?
The firm’s customers, in turn, can benefit as well, as their access to the firm’s
product becomes more reliable. Moreover, the firms’ other suppliers can also
benefit from more sustained, predictable demand.

Even as the ramifications of supply chain vulnerabilities have become
highly salient since the COVID-19 pandemic, the academic literature has rela-
tively few studies on the externalities stemming from these vulnerabilities and
how policy should address them (Antras and Chor 2022; Grossman, Helpman,
and Lhuillier 2023; Grossman, Helpman, and Sabal 2024). One recent exception
is Grossman, Helpman, and Lhuillier (2023), who assess externalities stemming
from the multinational nature of modern supply chains. Their theoretical frame-
work comprises two tiers of production, in which a single input is used to gener-
ate differentiated consumable goods. Downstream producers choose whether
to source the input domestically or from abroad (locality) and whether to rely
on multiple sources (resilience), each presenting a trade-off between greater
resilience and costly redundancy. Grossman, Helpman, and Lhuillier (2023)

2 As with most other strategies, relying on multiple sources also entails trade-
offs. E.g., the firm may need to spend more effort to ensure standardization
across sources, or to coordinate transitions to newer designs or production
practices.
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find that separate policies are needed to address externalities stemming from
resilience (i.e., the number of sources) and locality (i.e., the reliance on sources
domestic or abroad), with locality policy varying with the relative cost and risk of
domestic sources.

In complementary work, Grossman, Helpman, and Sabal (2024) study
a multitier environment in which midstream firms rely on multiple inputs and
multiple customers, and can manage risks to both their own productive capac-
ity and to the reliability of their sourcing through investments. In this setting,
government policy addresses externalities stemming from (1) variation in
firms’ bargaining power with their upstream and downstream counterparts, (2)
spillover effects from investments in firms’ own productive resilience, and (3)
spillover effects from firms’ investments in relationships with suppliers. When
policy takes the form of investment subsidies for production resilience and
network formation, subsidies vary with each firm’s location in the supply chain:
subsidies are larger for producers that are more upstream, as the benefits from
their resilience endogenously propagate to downstream producers.

Noncompetitive Practices

Market-distorting practices by individual companies, oligopolies, or countries
can lead to firms making second-best decisions that increase their supply chain
risk by affecting the prices and varieties of available products. For example,
firms that engage in dumping—flooding markets with below-cost sales to chase
competitors out of the market and increase market share—distort activity both
in their specific market and also in downstream ones. While downstream pro-
ducers may benefit in the short run by the access to cheaper inputs, in the long
run they face increased risks due to the limited choice in suppliers.

For example, if dumping firms are geographically concentrated, down-
stream businesses may find it optimal to increase their exposure to concentra-
tionrisk because alternate sources are either relatively expensive or nonexistent.
Particularly in low-margin industries, even downstream firms that are aware of
the additional risks they are taking on may be constrained in their actions, as
switching to higher-cost sources would erode their profits during normal times
and undermine their ability to attract customers and continue to operate. The
consequences of noncompetitive practices do not solely affect downstream
firms; entry into markets by new or existing firms can also be discouraged by
dumping. When dumping pushes down prices, otherwise profitable invest-
ments are no longer viable (OECD 2025). Such practices can deter the reshoring
of particular industries, if not addressed.

A notable focus of the recent literature is on the ways in which major coun-
tries might leverage their economic influence to advance their foreign policy
goals, also known as geoeconomics, which can deliberately target or indirectly
influence multinational supply chains (Clayton, Maggiori, and Schreger 2024;
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Liuand Yang 2025). Leaving aside broader considerations surrounding geoeco-
nomics that fall outside the scope of this chapter, government actions that curb
anticompetitive practices can improve both businesses’ resource allocation and
supply chain resilience.

The Solution: The Trump Administration’s
Actions to Strengthen Supply Chains

The previous section emphasized that opportunity costs, imperfect informa-
tion, externalities, and noncompetitive practices prevent firms from internal-
izing the full economic cost of supply chain disruptions, unless these factors are
addressed. Consistent with the findings of Grossman, Helpman, and Lhuillier
(2023) and Grossman, Helpman, and Sabal (2024), public policy can intervene
positively to boost critical supply chain resilience and should harness private
incentives to act rather than risk duplicating or undermining them.

Public action should prioritize instances where the positive externalities
to resilience are largest, which will typically arise when the good in question has
limited substitutes. Limited substitutability may reflect key inputs into multiple
supply chains (e.g., rare earth elements), or may be final products of critical
importance (e.g., antibiotics). In certain cases, a broad group of goods may be
critical collectively, while individual products within that group are substitutable.
For example, adequate access to food is essential for life, but the criticality of
any particular food product is attenuated by the presence of alternative sources
(e.g., wheat and rice). Efforts to identify critical elements of supply chains with-
out accounting for substitutes and other cross-product interactions risk suc-
cumbing to the “strategic materials fallacy:” overlooking economic dynamism
can distort assessments of which supply chain vulnerabilities are the highest
priority and, at times, whether perceived vulnerabilities actually pose material
risks (Ferland 1991).

The Trump Administration has begun addressing supply chain vulner-
abilities using various policy tools. At the macroeconomic level, actions to
reduce excessive regulation and accelerate permitting reform promote the
more-efficient deployment of capital and can increase firms’ ability to build new
production capacity. These regulatory and permitting reforms complement fis-
cal policiesin the OBBBA, which allow full,immediate expensing of manufactur-
ing plants and similar properties, business equipment, and domestic research
and experimental expenses (U.S. Congress 2025). As discussed in chapter 1
of this Report, the Council of Economic Advisers estimates that these policies
will boost the level of real business investment in the United States by 6.7 t0 9.7
percent over the four years after OBBA'’s passage, relative to a counterfactual in
which OBBBA was not passed. The increased scale of domestic manufacturing
capacity should support a broad-based improvement in supply chain resilience.

164 | Chapter7



Moreover, increases in innovation spurred by the tax incentives for domestic
research and experimental expenses should enhance product variation and
reduce the criticality of any individual product in industrial supply chains. These
policies are quite broad in scope, providing support for whichever industries
happen to be growing the most in the coming years.

To complement its domestic actions, the Trump Administration has taken
multiple steps to reduce distortions caused by policies abroad. For example,
through September, the United States has initiated 47 antidumping investi-
gations in 2025 (International Trade Administration n.d.) and 12 Section 232
investigations evaluating the effect of imports on national security (Bureau of
Industry and Security n.d.). Additionally, the ongoing trade negotiations spurred
by the Trump Administration’s reciprocal tariffs are actively targeting nontariff
barriers to trade, which often distort cross-border trade flows as well as firms’
decisions on where to source and produce. Alleviating these barriers can spur
exports, reduce the cost of forming new trade relationships, and increase access
to input sources domestically, which all lead to more resilient supply chains. For
example, the U.S.-European Union Framework Agreement calls for the removal
of a range of nontariff barriers to industrial, agricultural, and digital exports from
the United States, as well as a reduction in tariff and quota barriers, to expand
market access for U.S. exporters (White House 2025b). In tandem with remov-
ing nontariff barriers to trade, efforts by the Administration to combat illegal
goods transshipment, such as the additional 40 percent tariff under Executive
Order 14326 (National Archives 2025b), support increased transparency in mul-
tinational supply chains, helping firms make better-informed decisions on their
sourcing. Collectively, the Administration’s domestic and international efforts
to reduce economic distortions can further enable firms to take proactive steps
to mitigate their own supply risks.

In addition, the Trump Administration recognizes that strategic govern-
ment interventions are needed to address the negative externalities caused by
supply chain vulnerabilities. In these cases, the Administration has deployed a
range of tools to address specific issues, including public-private partnerships
and executive actions.

Public-Private Partnerships

The Trump Administration has engaged in public-private partnerships to sup-
port supply chain diversity and resilience. Many of these engagements seek to
expand the number of available sources and technologies available to produc-
ers. For example, in July 2025 the Department of War entered into a public-
private partnership with MP Materials, a U.S. company involved in the mining,
processing, and developing of rare earth minerals (MP Materials 2025). Through
this partnership, the department is providing upfront capital as well as a long-
lasting price floor on MP Materials’ sales. This combination of funding and future
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stability will help MP Materials expand its capacity, including the construction of
a new billion-dollar manufacturing facility for magnets. The new facility is slated
to boost the company’s total U.S. rare earth magnet manufacturing capacity to
10,000 metric tons upon completion, substantially expanding sourcing available
from the United States for both commercial and defense customers. Through
such capacity-expanding ventures, the Trump Administration is reducing sup-
ply chain vulnerabilities for critical inputs.

Another key way in which the U.S. government leverages public-private
partnerships is through financial agreements to support the research, devel-
opment, and deployment of novel technologies. For example, the Trump
Administration has already taken actions in numerous industries, ranging from
critical minerals to data center infrastructure and semiconductors to nuclear
energy, to foster innovation and support efforts to scale production (U.S.
Department of Energy 2025; National Archives 2025c, 2025d). Expansions in
the range of technologies and producers in key sectors can help support supply
chain resilience by offering downstream producers more flexibility in the event
their primary sources are disrupted. The benefits of such diversity are particu-
larly pronounced for bottleneck goods such as semiconductors and for goods
like pharmaceuticals that are critical to well-being.

In tandem, the Trump Administration has expanded use of DPA authori-
ties to invest in the maritime industrial base, partner with domestic nuclear
energy companies, expand domestic critical mineral production capacity,
and establish domestic sales requirements related to certain copper products
(National Archives 2025a, 2025d, 2025e; White House 2025f). As discussed
in chapter 8 of this Report, the DPA is an important vehicle through which the
Department of War engages with and strengthens the defense industrial base.
However, a broader range of Federal agencies have authority under the DPA
to prioritize certain contracts or orders to promote national defense, expand
productive capacity and supply, foster collaboration between industry and the
government, and create executive reserves for use in times of national emer-
gency. The DPA offers agencies critical means to engage with the business
sector to support resilient supply chains for essential goods ranging from food to
health resources to civil transportation (Russell 2025). By expanding the scope
of these engagements to address additional vulnerabilities in U.S. supply chains,
the Trump Administration is further leveraging the potential of partnerships
between public and private stakeholders to ensure resilience.

Executive Actions

Similar to the decisive actions taken amid the COVID-19 pandemic, the Trump
Administration has engaged in multiple all-of-government efforts to swiftly
address shortfalls in America’s critical supply chains. For example, through
Executive Order 14213, President Trump established the National Energy
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Dominance Council (NEDC), recognizing that “domestic energy production
is vital both for mitigating price shocks to American families and de-risking
the energy supply chain” (National Archives 2025f; White House 2025g).
Consistent with its focus on the energy supply chain, Executive Order 14213
underscores the interconnectedness between energy resources and nonenergy
natural resources, such as critical minerals, energy technologies, and energy
infrastructure. The NEDC is called to “advise the President on improving
the processes for permitting, production, generation, distribution, regulation,
transportation, and export of all forms of American energy, including critical
minerals” (National Archives 2025f, sec. 4(ii)). Such a holistic perspective is
critical to effectively identify and mitigate supply chain vulnerabilities across key
interconnected industries.

The Trump Administration has also worked to secure stockpiles of critical
resources. For example, the OBBBA allocated about $400 million to maintain
and replenish the Strategic Petroleum Reserve, alongside $2 billion to improve
the stockpiling of critical minerals in the National Defense Stockpile Transaction
Fund (U.S. Congress 2025). Additionally, through Executive Order 14336,
President Trump called for the Department of Health and Human Services to
obtain and maintain a six-month supply of active pharmaceutical ingredients
(APIs) of drugs “that are especially critical to the health and security interests
of the Nation” (National Archives 2025g, sec. 2(a)). As the President noted in
Executive Order 14336, it is often more effective to stockpile APIs rather than
finished drugs, as the former tend to be cheaper and last longer in storage.

Additionally, the Trump Administration has advanced targeted regula-
tory relief for industries critical to national security, strengthening domestic
supply chains. For example, in April and July 2025, President Trump granted
exemptions from certain environmental regulations for specific businesses in
the chemical manufacturing, coal-fired electricity, iron ore processing, and
medical device sterilization industries, due to national security interests (White
House 2025h, 2025i, 2025j, 2025k, 2025I). The covered chemical manufacturing
plants are inputs into manufacturing processes for semiconductors, advanced
manufacturing, and national defense systems (White House 2025m). This
targeted regulatory relief was motivated by the assessment that “these sectors
are critical to maintaining national security and economic stability. Shutdowns
could comprise our grid and lead to electricity shortages and reliance on foreign
energy, increase our reliance on foreign supply chains for semiconductors,
reduce our ability to provide sterile medical equipment for public health and
military readiness, and reduce the supply of steel that we need to support critical
infrastructure” (White House 2025m).

Complementing these targeted regulatory relief actions are broader
reforms, such as efforts to streamline the Federal Acquisition Regulation in
order to “remov[e] undue barriers, such as unnecessary regulations, while
simultaneously allowing for the expansion of the national and defense industrial
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bases” (National Archives 2025h, 16447). Additionally, consolidating the Federal
government’s procurement will help improve coordination and the ability to
leverage Made in America preferences to support domestic manufacturing
(National Archives 2025i). Since the Federal government is the largest single
purchaser of goods and services in the world, consolidating buying power across
Federal agencies can be used to support critical American-made goods in
existing industries vital to national security, and to provide the anchor demand
required for industry to justify reshoring and expanding domestic production.

The Trump Administration also recognizes that in a dynamic, innovating
economy, the industries of tomorrow may have different needs than those of
today. Effective policy must therefore be forward-looking and flexible enough
to ensure that efforts to support supply chain resilience do not inadvertently
exacerbate supply chain ossification. To provide just one example, in July 2025,
the Administration released America’s Al Action Plan, a multipronged strategy
to advance the United States’ artificial intelligence (Al) industries and help
achieve “a new golden age of human flourishing, economic competitiveness,
and national security for the American people” (Kratsios, Sacks, and Rubio 2025,
1). One of the central pillars of this Action Plan focuses on building America’s
Al infrastructure, which covers everything from semiconductors to the energy
grid to critical infrastructure cybersecurity—all essential elements of the supply
chains necessary to support frontier industries that are likely to be key drivers of
future economic growth. Through proactive strategies like America’s Al Action
Plan, the Trump Administration provides businesses the confidence that critical
supply chains will remain reliable even as the economy undergoes transforma-
tive evolutions.

Conclusion

Well-functioning supply chains are critical for individual businesses’ success and
lay the foundation for economic and national security. The intricacy of modern
industrial supply chains, which can interlink multiple specialized manufacturers,
has been a key source of America’s economic well-being and prosperity. At the
same time, this intricacy can be a double-edged sword, increasing individual
firms’ and the broader economy’s exposure to risk. Given competing demands
on firms’ resources, incomplete information, externalities, and noncompetitive
practices, private markets cannot support socially optimal levels of supply chain
resilience on their own; government intervention is essential to effectively miti-
gate key risks and sustain critical supply chains. The consequences of vulnerable
supply chains have been repeatedly brought into focus in recent years, notably
after disruptions during the COVID-19 pandemic and China’s recent export
controls on rare earth elements.
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In its first year, the Trump Administration has taken multiple efforts to
improve America’s supply chain vulnerabilities through a combination of mac-
roeconomic, diplomatic, and sector-specific policies. However, as the global
economy and international trading patterns continue evolving, to mitigate
emerging supply chain risks, government policy will need to adapt to changing
circumstances.
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Chapter 8

Strengthening the United States’
Defense Industrial Base

The United States’ national security is strengthened by preeminent capabilities
across multiple spheres. Not only does the United States have the world’s most
powerful and capable military, but it also possesses the most advanced and
innovative technology sector, providing its armed forces with a qualitative edge
in its competencies and capabilities (White House 2025a). At the same time,
as Secretary of War Pete Hegseth (20253, 8) testified before the House Armed
Services Committee in June 2025, “while the [defense industrial base, DIB]
remains technologically advanced and essential to our warfighting capabilities,
decades of under-investment have left it strained, overly consolidated, and
at risk of not keeping pace with modern and near-peer threats, especially in a
protracted conflict” Moreover, recent advances in low-cost drones, missiles, and
similar technologies could change how nation-states are involved in conflicts
and how they defend and deter aggression (White House 2025a). Responding
to the moment and further enhancing the U.S. military’s dominance requires a

revival of the United States’ DIB.

Reviving the DIB requires increasing the United States’ overall industrial capac-
ity, which has grown at a slower rate than the rest of the economy in recent
decades. Manufacturing accounted for just 10 percent of U.S. gross domestic
product (GDP) in 2024, down from 16 percent in 1997 (the series starts in 1997,
Bureau of Economic Analysis 2026). A considerable share of the United States’
industrial decline has been concentrated in the defense sector; defense-related
employment fell by 2.1 million between 1985 and 2021 (Nicastro 2024), equiva-

lent to about 40 percent of total manufacturing job losses over that period. Since
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1991, US. defense and space industrial production has grown only modestly, on
net, even as economy-wide industrial production expanded 60 percent (figure
8-1). These trends, in part, reflect the substantial decline in Federal defense
procurement and research spending since the end of the Cold War. In addition,
the acceleration of overseas outsourcing during the 1990s further affected

domestic industrial capacity and growth.

The DIB has also been hindered by structural factors, such as burdensome regu-
lations and processes, that may deter business’ participation and investments,
as well as noncompetitive practices by adversarial state actors that discourage
production in the United States (Department of War; DoW 2023a).! The ero-

sion of domestic manufacturing capacity and overreliance on concentrated

Figure 8-1. U.S. Industrial Production: Total, Defense and Space
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"In addition to the commercial DIB, the United States also has an Organic Industrial Base,
comprising a core set of government-owned facilities that support manufacturing, logistics
capabilities, and surge capabilities. While some of the issues facing the commercial DIB also
apply to the Organic Industrial Base, this chapter predominately focuses on the economics
affecting commercial participants.
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foreign supply chains, particularly for critical materials and technologies, directly
threaten the United States’ security and ability to prevail in a potential high-
intensity, long-term conflict (White House 2025a; Jones 2023). Strengthening
the DIB is key to reversing these trends and fostering peace through strength.
Moreover, expanding the DIB will help revitalize the United States’ industrial sec-

tor and economic competitiveness, and spur innovation and growth.

This chapter starts with an overview of the current state of the US. DIB. Then
it discusses benefits arising from a robust DIB and addresses demand- and

supply-related barriers constraining the DIB.

The U.S. DIB in International Context

military expenditures to GDP. The ratio of defense spending to GDP

is a critical target guideline for the North Atlantic Treaty Organization
(NATO 2025a). Although the United States not only continues to meetits NATO
obligations but also exceed the guideline (NATO 2025b), U.S. defense spending
as a share of GDP has fallen by roughly half since the 1980s. Federal spending
on the DIB has been particularly hard-hit, with funding for procurement and for
research, development, testing, and evaluation (RDT&E) both being persis-
tently low relative to Cold War levels (figure 8-2).

Procurement and RDT&E each play key roles for defense; procurement
supports the military’s current capacity, while RDT&E advances future defense
capabilities. Shortfalls in these investments compound over time, diminishing
the deployable stock of defense capital and undermining future readiness, and
thus increasing risk to national security. Even as higher defense spending does
little to mitigate conflict risk in the short term, some sustained investment can
reduce the likelihood of conflict over longer horizons by raising the expected
costs of aggression (Benmelech and Monteiro 2025).

Additional spending is especially critical now, as recent technological
advances such as low-cost drones require a more expansive, innovative set of
capabilities to secure the national defense (White House 2025a). Particularly as
these capabilities differ substantively from those the U.S. military needed in the
years immediately after the end of the Cold War, fulfilling them requires new
investments in defense procurement and RDT&E.

International comparisons also help to contextualize the government’s
investments in the DIB (box 8-1). A particularly salient benchmark is China, the

Q common metric of agovernment’s defense burden is the ratio of its total
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Figure 8-2. Federal Spending on Defense Procurement and
Research-Related Activity
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Sources: Department of War; Office of Management and Budget; CEA calculations.

United States’ pacing challenge militarily (Hegseth 2025a). Over the decade
2009-19, the United States’ share of global defense spending fell about 9
percentage points to 38 percent, while China’s share increased by about 6 per-
centage points to 14 percent, according to official data (DoW 2021). However,
official measures from China may mislead; DoW (2024) estimates that China’s
true defense spending is 40-90 percent greater than its officially reported level.

Moreover, lower prices for goods and labor in China mean that $1 of
Chinese spending on its DIB has greater purchasing power than $1 of DoW
spending on the U.S. DIB (Eaglen 2024). China’s defense procurement system
likely also has fewer acquisition limitations than the United States’, which seeks
to harness market forces. Eaglen (2024) estimates that such economic factors
could boost China’s effective defense procurement by about 60 percent. Other
metrics also suggest closer parity between recent U.S. and Chinese invest-
ments and industrial capacity. Weinbaum and colleagues (2022) estimate that,
on a quality-adjusted basis, the United States received fewer than 400 military
patents in 2019, about 100 less than in 2015; in contrast, China received more
than 500 patents in 2019, an increase of about 200 from 2015. In 2021, 7 of
the 15 largest defense-related firms globally by revenue were Chinese state-
owned enterprises, matching the number of private U.S.-based firms (RAND
Corporation 2022). These trends underscore the need for the United States to
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Box 8-1. Defense Spending by the
United States and Its Allies

In 2024, the United States spent as much on defense as the next nine-
biggest spenders combined, based on official data sources (Liang et al.
2025). Using the 90 percent upper bound of DoW'’s (2024) estimates
of how much China’s official defense data understate its true level
of spending, the United States’ defense spending is equivalent to 78
percent of the total spending across the next-nine largest spenders.
Figure 8-i shows the distribution of defense spending by country in
2024, based on official data sources.

The United States’ defense is also bolstered by the spending of
its Allies and partners; Liang and colleagues (2025) estimate that the
United States’ NATO Allies collectively outspent China and Russia
combined in 2024, based on official data sources. The United States’
NATO Allies have considerably scaled up their defense spending in
recent years, reaching an estimated 2.0 percent of their GDP in 2024,
up from 1.4 percent in 2014. In real dollar terms, the United States’
NATO Allies’ spending grew 5.0 percent annually over the past decade,
well above the United States’ 0.4 percent growth rate. Nonetheless,

Figure 8-i. Distribution of Military Spending in 2024 by Country
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Sources: Liang et al. (2025); CEA calculations.
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the United States still spends considerably more than its NATO Allies
both in dollars—1.7 times all its NATO Allies’ spending in 2024—and as
ashare of GDP—3.2 percent versus 2.0 percentin 2024 (NATO 2025b).

Similarly, while the United States’ NATO Allies’ spending on
equipment (inclusive of research and development, R&D) grew 10
percent annually over the past decade, in inflation-adjusted dollars, the
United States still accounted for 64 percent of total NATO equipment
spending in 2024 (NATO 2025b). In 2025, NATO members committed
to further increase their defense spending so that, by 2035, it would
reach at least 3.5 percent of GDP, with an additional 1.5 percent of GDP
funding for critical infrastructure, the DIB, and related components,
bringing total defense-related spending to 5 percent of GDP (NATO
2025¢).

In addition to NATO, the United States has 19 other major Allies,
including Australia, Israel, Japan, and South Korea (U.S. Department
of State 2025). In 2024, these 4 particular U.S. Allies were each top-
15 global spenders on defense, together accounting for 7 percent of
global defense spending, and each has grown its spending at a faster
rate than the United States over the past decade, in percentage terms
(Liang et al. 2025). The United States and its Allies are also expanding
cooperation to strengthen their DIBs through actions such as col-
laborative defense manufacturing (U.S. Army 2025), co-development
and co-sustainment of critical supply chains (White House 2025b),
ship maintenance partnerships (U.S. Navy 2025a), and security part-
nerships such as AUKUS (DoW n.d.).

As Secretary Hegseth has underscored, the multitude of threats
around the world makes it critical for the United States and its Allies to
all step up and contribute to their collective defense to credibly deter
aggression (U.S. Mission to NATO 2025). To this end, the United States
advocates that all its Allies and partners meet the global standards of
spending 3.5 percent of GDP on core military purposes and another
1.5 percent on security-related objectives set forth in the Hague
Commitment (DoW 2026). Recent actions taken by the United States
and its Allies are key steps toward this goal.
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expand and strengthen its DIB to ensure that it can continue to meet China’s
pacing challenge.

The Domestic Context of the U.S. DIB Since the Cold War

Another key feature of the U.S. defense sector is its consolidation since the end
of the Cold War: it is currently both highly concentrated (Nicastro 2024) and
economically isolated (Allen and Berenson 2024).

Concentration

After the “Last Supper” in 1993, when the then-Deputy Secretary of Defense
told executives of major DIB firms that he expected “half of the companies
represented would not exist in five years” (Watts 2008, 31), the number of
aerospace and defense prime contractors fell from more than 50 in the 1990s
to 5 in the early 2000s, driven by consolidation (Commission on the Future of
the United States Aerospace Industry 2002). A consolidated DIB had a certain
logic after the collapse of the Soviet Union, when the United States faced no
near-peer military adversary and domestic industry was robust enough to
scale quickly to meet heightened defense needs during wartime (Council of
Economic Advisers 1991).2 Yet, after the terrorist attacks of September 11, 2001,
when the United States launched Operation Enduring Freedom in Afghanistan
(2001) and Operation Iraqgi Freedom (2003), consolidation did not reverse; from
the “Last Supper” through at least 2007, no major nondefense firm entered the
DIB (Watts 2008).

Isolation

In addition to the defense sector being highly concentrated, its constituent firms
are somewhat isolated, having relatively limited engagement with the rest of the
economy (figure 8-3). Today, 60 percent of DoW'’s spending on major weapon
systems goes to pure defense specialists and, when aerospace and defense
companies are excluded, just 9 percent of its spending goes to commercial firms
that do not specialize in defense (Allen and Berenson 2024). Before the “Last
Supper,” commercial firms that engaged in both defense and civilian produc-
tion received roughly two-thirds of DoW'’s spending on major weapon systems,
while pure defense specialists received about 5 percent (Allen and Berenson
2024).

2Even as the Council of Economic Advisers (1991) noted the economy’s ability to readily
adjust to meet defense needs in the past, it emphasized the importance of supporting the
DIB in order to maintain production capacity for key equipment and sustaining investment in
research in defense technologies.
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Figure 8-3. Major Weapon Systems Acquisition Budget: Share by
Industrial Base Category
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Sources: Bollinger and Berenson, based on DoW’s Annual Report to Congress and Program
Acquisition Cost by Weapon System, fiscal years 1977 through 2025; CEA calculations.
Note: Figure 1 from Allen and Berenson (2024). Used by permission.

Reduced Competitiveness Resulting from
DIB Consolidation and Isolation

Industry consolidation has presented the ultimate consumers—DoW, the U.S.
government, and the American people, as well as U.S. Allies and partners—with
potential economic benefits. However, the potential upsides are accompanied
by significant downsides in the emerging strategic environment: decreasing
competitiveness and the resulting increased costs of defense articles. When
production exhibits economies of scale, concentrating activity across fewer
firms can improve efficiency and lower unit costs. However, consolidation also
increases the market power of the remaining established firms, inducing them
to engage in oligopolistic tendencies, which may allow firms to increase their
prices due to the lack of competition. Only half of DoW contract dollars are
currently awarded in competitive bids (DoW 2022), and many open contracts
have only one bidder (Carril and Duggan 2020). High fixed costs and cumber-
some processes to engage with DoW create substantive barriers to entry (DoW
2023a). The dearth of viable competition reduces the market discipline imposed
on established DIB firms, increasing the likelihood of elevated mark-ups in sales
to DoW and impeding DoW’s ability to prevent cost overruns and shipment
delays. Additionally, competitive markets incentivize innovation and efficiency
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gains, and can also help facilitate knowledge transfer across businesses. Beyond
the aforementioned horizontal integration after the “Last Supper,” the DIB has
more recently experienced an increase in vertical integration, which can limit
downstream firms’ access to key inputs and raise costs for competitors, thus
increasing overall costs for final consumers (DoW 2022).

The consequences of the DIB’s lack of competitiveness have been promi-
nently illustrated by how DIB firms have allocated their earnings since 2000,
increasingly to share buybacks and dividends instead of internal investments
(i.e., R&D, for new products and/or production capacity; DoW 2023b). One
explanation for why a firm engages in share buybacks is that it believes that it
does not have opportunities for internal investment that would yield greater
returns to shareholders. Between the 2000s and 2010s, the balance of DIB earn-
ings allocations made a dramatic reversal: dividends and share buybacks, which
rose from 3.7 to 6.4 percent of earnings, overtook internal investment, which fell
from 6.2t0 5.9 percent of revenues (DoW 2023b). To help spur the revitalization
of the DIB, Executive Order 14372 prohibits “major defense contractors... [from]
conduct[ing] stock buy-backs or issu[ing] dividends at the expense of accel-
erated procurement and increased production capacity” (National Archives
2026). The Executive Order’s focus on major contractors aligns with evidence
that the rising tendency to return funds to shareholders appears to be particu-
larly pronounced across large defense prime contractors, with smaller DIB firms
prioritizing growth (McGinn, Grinberg, and Everhart 2024). The diminished
scope and competitiveness of the DIB means that strengthening it requires
not just increased federal funding but also market reforms to encourage entry,
growth, and competition.

Benefits of Enhancing the Defense Industrial Base

National defense is a fundamental example of a true public good (in the eco-
nomic sense), due to its nonexcludable and nonrivalrous nature (Stiglitz 1999);
each individual shares in the benefits of safety and security, from which it is
impossible to exclude them. As an integral component to national defense, an
innovative and robust DIB itself is a true public good. Beyond supporting national
defense, a thriving DIB also yields substantial positive externalities for the
United States by spurring domestic innovation and economic growth.

R&D Spillover from DIB Investment

Domestically, investments in the DIB can have pronounced positive exter-
nalities, as has been extensively documented for federal defense spending
on RDT&E. Antolin-Diaz and Surico (2025) find that increases in the share of
public spending in RDT&E can spur sustained increases in private investment
and innovation over the medium term. Additionally, Moretti, Steinwender,
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and Van Reenen (2025) find that government-led, defense-related R&D can
increase both domestic and international private R&D. Given that private R&D
itself yields positive externalities by generating technology spillovers (Bloom,
Schankerman, and Van Reenen 2013), defense R&D spending can yield sus-
tained returns by boosting long-run productivity and GDP. For example, Federal
investments in applied R&D during World War Il boosted employment and
high-technology entrepreneurship for decades (Gross and Sampat 2023).
Many of the positive externalities from defense R&D stem from dual-use
technologies, which have commercial as well as military applications. Perhaps
the most prominent example of a dual-use technology affecting modern life
is the Internet, originally developed by DoW'’s Defense Advanced Research
Projects Agency (DARPA). DARPA-funded technologies abound in everyday
life, ranging from advanced metals to satellites and the Global Positioning
System (GPS) to high-definition televisions (HD TVs) (DARPA n.d.). DoW also
facilitates cutting-edge technologies’ progression from the prototype to mass-
production stages; its price-inelastic demand for transistors and integrated
circuits in the 1950s and 1960s, for example, helped manufacturers improve
production methods and scale up to efficient levels of output (Howell et al. 2025,
citing Mowery 2012). Although the complementarities between military and
civilian uses are sometimes self-evident in advance, this is not always the case.
The Manhattan Project’s focus on nuclear weapons, for example, paved the way
for civilian nuclear energy. The fact that subsequent applications cannot always
be anticipated supports a broad-based increase in R&D funding for the DIB.
DoW has historically played an outsized role in funding risky, capital-intensive
ventures with potential military uses (Howell et al. 2025), and the nexus of digiti-
zation, artificial intelligence, and novel manufacturing processes offers numer-
ous opportunities for DoW to further advance U.S. technological innovation.

Addressing Demand-Side Barriers to DIB Enhancement

The DIB faces unique economic challenges, because it effectively has a single
source of demand, by which it is highly regulated (Rogerson 1994).2 DIB regula-
tion is critical to maintain national security. In practice, regulatory actions that
enhance security can also generate economic frictions and barriers to entry that
curtail DIB supply. For example, requiring key workers to hold security clear-
ances improves operational security, yet constrains DIB participants’ available
labor market. While national security imperatives mean that the most economi-
cally efficient outcome is not necessarily socially optimal, opportunities still exist
to improve economic conditions for the DIB in ways that can also enhance

3 While the DIB can also sell abroad, those sales are regulated by the Federal government
(Defense Security Cooperation Agency n.d.). Such regulations mean that, in practice, the
Federal government is effectively the DIB’s sole source of demand.
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national security. The next section focuses on demand-side considerations;
supply-side ones are addressed in the subsequent section.

Demand-Side Barriers: Internal and External Uncertainty

Uncertainty isaninherent characteristic of the DIB, as has been recognized since
at least the 1960s; the DIB is subject to both internal uncertainty due to risks in
developing and producing new technologies, and to external uncertainty from
changesin the need or funding available for those technologies (Rogerson 1994,
citing Peck and Scherer 1962 and Scherer 1964). Although both types of uncer-
tainty can also affect commercial industries, the DIB is more exposed for several
reasons, which largely stem from the Federal government’s monopsony—its
role as single largest buyer and end consumer—over the defense sector. Internal
uncertainty is heightened because R&D efforts, even if successful, may notyield
sales. Some defense orders are so small or complicated to produce that single-
sourcing is the most economically effective means of procurement (Rogerson
1994). It is also often the case that defense products do not have commercial
applications and therefore lack a viable market, even if they are high-quality.
The DIB’s external uncertainty is also increased because, in contrast to
many commercial customers, demand is largely determined by the annual
appropriations process, and DoW has historically only had a limited ability to
engage in multiyear procurement (O’Rourke 2025), leaving many DIB markets
without a reliable signal of future demand. DoW’s demand signal has been
particularly noisy since the 2008 global financial crisis, stemming from fluctua-
tions in DoW’s budget and the increasing reliance of Congress on continuing
resolutions rather than new appropriations legislation to fund DoW (2018).
Additionally, in many instances, DIB goods are also exchanged under single-
source, single-customer transactions that have no meaningful market price
(Rogerson 1994), limiting DIB suppliers’ ability to make adjustments to stabilize
market activity. In markets with multiple customers, aggregate demand tends
to be more stable than individual demand, as other customers’ purchases can
intertemporally smooth out volatility from those of any given customer.
External uncertainty has material implications for the DIB by influenc-
ing participants’ incentive structures. For example, in recent decades, DoW'’s
spending has shifted toward maintaining current systems and incrementally
modifying legacy designs, rather than developing new projects, a trend that was
at least in part spurred by budget uncertainties (DoW 2018). Maintenance and
incremental modifications can help forestall the high costs of new programs
and have shorter schedules, yielding more reliable and nearer-term revenue
streams for firms. However, an overreliance on legacy projects can erode future
capacity. Uncertainty about future demand reduces DIB firms’ incentives to
engage in their own R&D and introduce new products. Declines in the relative
frequency of forward patent citations suggest a decline in the influence and
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effectiveness of DIB R&D.* Prime defense contractors’ patents are now less
influential than those of other firms—as reflected in their tendency to be cited
in subsequent patents—whereas, in the Cold War era, their patents were more
influential. Across forward citations by firms other than prime contractors, the
relative influence of prime contractors’ patents is now roughly half its level at
the “Last Supper” (Howell et al. 2025). The prolonged reduction in new DoW -
funded projects has also left the current generation of DIB employees without
adequate experience in bringing novel technologies through the full life cycle
from conception to full-scale production (DoW 2018).° The DIB’s increased
isolation (Allen and Berenson 2024) means that DIB employees also have fewer
opportunities to gain such experience from commercial ventures.

Solution to Demand-Side Barriers

Increasing the domestic demand signal. The Federal government has taken
steps to address issues stemming from uncertainty about the level and predict-
ability of DIB demand. In recent years, Congress has expanded DoW'’s ability to
use multiyear procurement contracts, including in 2025 (U.S. Congress 2023,
2025), enabling DoW to provide more stable demand signals to DIB contrac-
tors. DoW is currently working on strengthening demand signals for munitions
programs, which historically have been particularly vulnerable to funding dis-
ruptions, and plans to build on its success across a broader range of programs
(DoW 2025a). Additionally, the Trump Administration has made rebuilding
America’s military and revitalizing the DIB one of its top fiscal priorities (Office
of Management and Budget 2025); between the One Big Beautiful Bill Act
(OBBBA) and the Fiscal Year 2026 National Defense Authorization Act (NDAA),
spending for procurement, RDT&E, and DIB expansion is up more than a third
from the Fiscal Year 2025 NDAA.

Increasing the demand signal from Allies and partners. Although the
U.S. DIB predominately serves DoW, it is also a critical enabler for Allies and
partners. Foreign demand for DIB products has been a focal point of President
Trump’s reciprocal trade agreements, which have secured guarantees on sub-
stantial increases in orders from partners such as the European Union and Japan
(White House 2025c, 2025d). Additionally, as NATO Secretary General Mark
Rutte noted, President Trump’s efforts were pivotal to securing NATO mem-
bers’ agreement to increase defense-related spending to 5 percent of GDP by

4 A decline in R&D effectiveness could stem from either a fall in the level of activity funded by
firms or a decline in the success rate of R&D projects. Particularly in concert with the decline in
Federal funding for defense R&D (figure 8-2), the end result of less influential and innovative
technologies poses risks to future military capacity.

5In tandem with the business-oriented actions discussed subsequently in this chapter,
chapter 9 of this Report discusses initiatives taken by the Trump Administration and proposes
additional solutions to ensure that American workers have the skills they need to help advance
and expand the DIB
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2035 (NATO 2025a). The Trump Administration is also working on cutting red
tape to further enable foreign military sales.® Executive Order 14268 recognizes
the role of these sales to “simultaneously strengthen the security capabilities
of our allies and invigorate our own defense industrial base” and calls for the
Federal government to take multiple actions to streamline and facilitate foreign
military sales (National Archives 2025a, 15631). Allies and partners can comple-
ment DoW as a customer, creating a more robust market with higher, more
sustained demand for the DIB.

Addressing Supply-Side Barriers to DIB Enhancement

Primarily as the dominant market custodian and market regulator, the Federal
government can substantially influence DIB supply by managing barriers to
entry and market frictions that influence firms’ ability and willingness to par-
ticipate. The United States benefits from having a DIB founded in private enter-
prise, rather than state-owned firms, such as through increased competition
and expanded access to the innovations generated in commercial, free markets
relative to what would be possible in a command-and-control system. In con-
trast, state-dominated DIBs can be beset by issues such as corruption and the
absence of market discipline, which can exacerbate cost and time overruns and
quality deficiencies (Weinbaum et al. 2022).

Supply-Side Barriers

Monopsony, incentives, and the hold-up problem. However, because the U.S.
DIB consists primarily of private businesses, it faces principal-agent problems
that arise when the incentives of the principal (e.g., DoW as the single largest
customer, regulator, and contract-enforcer) do not align with those of the
agent (e.g., a firm as a supplier). Principal-agent problems are prevalent across
economies but are further compounded in the DIB by the Federal government’s
monopsony. For example, many defense contracts take time to fulfill, incur
substantial fixed and opportunity costs, and are for products with few, if any,
alternate customers to DoW (Rogerson 1994). These factors exacerbate time-
inconsistency problems, as bargaining power changes over the duration of the
contract; once the contractor has invested resources, DoW could potentially
seek to renegotiate contract terms (e.g., a lower sales price) or threaten to
walk away from the contract altogether if the contractor does not acquiesce,
which could leave the contractor without any revenue from the venture. The
risk of future renegotiations can deter firms from initially investing resources or

8 Foreign military sales are purchases in which DoW provides administrative services and can
coordinate across partners’ orders; partners can also contract directly with DIB firms for certain
goods and services (Defense Security Cooperation Agency n.d.).
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participating in the market, creating a “hold-up problem” for both DoW and its
prospective suppliers (Rogerson 1994, citing Williamson 1985).

Information asymmetries. The DIB’s hold-up problem is further com-
pounded by information asymmetries; particularly for high-risk and complicated
projects, it can be challenging for DoW to know whether a failure stemmed from
bad luck or shirking (e.g., an underinvestment of effort or resources by a con-
tractor). Such information asymmetries make it challenging to fully incentivize
investments, leading to suboptimal outcomes (Tirole 1986). Many of the actions
DoW takes, from funding RDT&E to utilizing cost-based contracts, seek to
bolster its reputation for reliability and mitigate principal-agent problems of
regulation to align incentives (Rogerson 1994).

Even with DoW'’s efforts to overcome the hold-up problem, the defense
procurement process generates frictions that deter supplier entry. DoW (20233,
11) assesses that “[DoW’s] low volume buying patterns, lengthy periods between
modernization, and often unnecessarily over-customized design specifications
have combined to make [DoW] an unattractive customer, especially for smaller
businesses.” By deterring new entrants, these frictions can impede the DIB’s
potential; new entrants can bring in new capabilities, ensuring that the DIB can
harness a variety of technologies to support DoW (2025a). Issues and risks can
be exacerbated by lengthy project timelines. For example, major defense acqui-
sition programs, such as the Columbia Class ballistic missile submarine, are now
expected to average about 12 years from program start to initial capability, and
in 2024 roughly 1in 10 major defense acquisition programs experienced a delay
of about 12 months or longer, due to problems such as design issues, testing
delays, and delayed access to funding (U.S. Government Accountability Office
2025). “Scope creep” and continual design iterations during the production
process, without consideration for their downstream implications, can also pro-
long project length; changes to capability requirements require DIB suppliers to
expend additional time and resources to adjust their designs and manufacturing
processes (DoW 2023a). Particularly for long-lasting contracts, scope creep
heightens suppliers’ uncertainty about their future resource needs and obliga-
tions, which can deter participation. For example, in 2025 the Department of
the Navy cancelled all unstarted orders of Constellation Class frigates following
a three-year delay in initial delivery amid a “persistent lack of design stability
[that] stalled construction” (U.S. Navy 2025b; U.S. Government Accountability
Office 2025, 130).

Solutions to Supply-Side Barriers

Increasing reliability and predictability. Recent executive actions aim to
remove such frictions from procurement processes. Executive Order 14265
calls for a reformation of the defense acquisition process to emphasize “speed,
flexibility, and execution” (National Archives 2025b, 15621), and Executive
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Order 14275 establishes that “it is the policy of the United States to cre-
ate the most agile, effective, and efficient procurement system possible” by
reforming the Federal Acquisition Regulation, because “the expansion of the
national and defense industrial bases is paramount” (National Archives 2025c,
16447). Pursuant to Executive Order 14265, DoW developed its Acquisition
Transformation Strategy, which calls for “an aggressive systemic overhaul” to
“rapidly deliver relevant and effective solutions at scale to address warfighting
needs” (DoW 2025a, 1).

Subtier DIB participants are a particular concern for DoW, as they tend to
have less favorable payment terms and cash flow than prime contractors (DoW
2023b). DoW (2023a, 15) assesses that “unreliable cash flow to small businesses
makes the DIB more fragile and less secure, and this is driven by a range of
issues from appropriation delays to commonly used contracting practices.” To
improve its insight on DIB supply chains and strengthen its relations with subtier
DIB participants, DoW is expanding its use of direct-to-supplier relationships
through its procurement systems (DoW 2025a). And new programs, such
as the Small Business Investment Company Critical Technologies (SBICCT)
Initiative—a joint effort between DoW and the Small Business Administration
(SBA)—provide both capital and technical guidance to increase DIB participa-
tion and spur investments in critical technology areas, supply chains, and pro-
duction processes. The SBICCT Initiative provides forward-looking signals
about DoW'’s technological priorities, giving prospective DIB suppliers greater
clarity on how they can participate (SBA and DoW 2025).

In addition, DoW’s engagements with the financial industry and the
Department’s credit programs can help “crowd” private capital into the DIB,
better aligning market incentives with social benefits. Government programs
aimed at broadening participation and reducing transaction costs can increase
the number of first-time entrants and venture-backed firms in the DIB (Howell
et al. 2025). The first direct loan from DoW’s Office of Strategic Capital to a DIB
participant, MP Materials, helped the company secure $1billion in private sector
financing to scale up its domestic production (MP Materials 2025).” The OBBBA
expanded the Office of Strategic Capital’s funding by enough to support up to
$100 billion in loanable funds (DoW 2025b). The public-private partnerships
DoW fosters through such programs simultaneously reduce hold-up problem
frictions by better aligning DoW'’s and DIB firms’ incentives and ensure sus-
tained market discipline.

The Administration hasalso used the authorities of the Defense Production
Act (DPA) to strengthen and support the DIB. DoW, for example, has made a

7 In addition to the $150 million loan from the Office of Strategic Capital, DoW provided $400
million in exchange for a preferred equity stake without voting rights alongside purchase
commitments for MP Materials’ output (MP Materials 2025). MP Materials will use this
additional capital “to expand its existing rare earths separation and processing capabilities, as
well as its magnet production capacity” (MP Materials 2025).
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series of investments this year in critical mineral production capacity using the
DPA, part of a broader effort to secure critical mineral supply chains (e.g., DoW
2025c¢, 2025d). These investments have been made in part using DPA Title Il
authorities, which allow the U.S. government to use various forms of finance to
support industrial capabilities that support U.S. national defense.

Leveraging technological advances. Recent technological advances also
create opportunities to expand and enhance the DIB, while standing up new
firms with novel capabilities that could potentially improve competition and
reduce concentration through creative disruption. Acquisition process reform
is a top priority for DoW, with a focus on shifting from a hardware-centric to a
software-centric approach (Hegseth 2025b). Advanced manufacturing auto-
mation can streamline development and production processes, improving per-
formance (DoW 2023a). DoW’s Manufacturing Technology program identifies
ways to use advanced technologies to address current and future gaps in DIB
capacity (Department of Defense Manufacturing Technology Program n.d.),
while Additive Manufacturing Forward—a consortium of major private contrac-
tors—leverages funding from the SBICCT Initiative to spur small U.S. companies’
adoption of additive manufacturing (ASTRO America n.d.). Additionally, syner-
gies between hardware and software, such as digital “clones,” can accelerate
prototyping, streamline maintenance, and enable upgrades through software
updates rather than the production of new physical devices. In an illustration of
how pivotal recent technological advances can be for the DIB, in 2025 a defense
technology firm topped CNBC’s Disruptor 50 list—the first time one has done
so in the list’s 13 years of existence—and, overall, four DIB firms made the list
(Boorstin 2025). To further harness the potential of novel commercial technolo-
gies, in 2025 DoW'’s Defense Innovation Unit launched the Blue Manufacturing
Initiative to facilitate engagement between cutting-edge advanced manufac-
turers in the commercial space and conventional DIB participants and DoW,
which will help to bring the DIB closer to the technological frontier (Beck 2025).

Through regulatory and process reform, new programs to expand financ-
ing and crowd in private capital, and leveraging technological breakthroughs,
the Trump Administration is removing barriers to entry and supporting busi-
nesses’ ability to participate in the DIB, expanding the market’s supply and
advancing it toward the economic frontier.

Conclusion

The United States’ defense industrial base is an invaluable pillar of its national
security, supporting the country’s geoeconomics status and domestic eco-
nomic growth. A generation of government underinvestment in the DIB has
increased the burden on the industry and stands in stark contrast to China’s and
Russia’s substantial military and industrial build-up. Fundamental economic

186 | Chapter8



constraints confront the DIB, given the Federal government’s unusual status
as monopsonist and market regulator. Yet an economic lens can also identify
opportunities to both improve the vitality of the DIB and strengthen national
security. By expanding and reforming its spending, removing barriers to entry,
and thus incentivizing the crowding in of private capital, the Federal govern-
ment has made considerable progress in recent years to bolster both demand
and supply in the DIB. Recent actions by the Trump Administration should fur-
ther strengthen the DIB in the years to come, helping to sustain U.S. economic
growth and secure peace through strength.
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Chapter 9

Work Means More Than Making a Living:
Labor, Challenges, and Opportunity

Every month, millions of Americans remain disconnected from the workforce.
The economic costs are measurable in gross domestic product and tax revenue.
But the human costs—measured in years of life lost, relationships severed,
and skills atrophied—reveal that the role of work is far more fundamental than
economic exchange. Just as the United States has historically invested in physi-
cal capital, it now needs to invest in human capital with the same attention and

focus.

The Value of Work

olicy discussions often treat work either as just a means to an end—a

paycheck—or as a terrible monster to be vanquished. The dominant cul-

tural narrative celebrates retirement as liberation and views unemploy-
ment through a narrow, materialist lens—that the only real issue in joblessness
is a lack of money. But what if this framework fundamentally misapprehends the
role work plays in human flourishing?

The act of working seems to shape well-being at least as powerfully as
income itself (Winkelmann and Winkelmann 2003). Work is a center of mean-
ing, a means of identity and purpose, and a powerful node of human relationship
and connection (Durkheim 1897; Jahoda 1982). Understanding these “latent”
benefits of work is essential for crafting policies that truly support human
welfare.

Moreover, the case for employment extends beyond individual well-being
to broader social value. Employment generates substantial positive externalities
for the community: workers contribute tax revenues that fund public goods,
create value captured by firms and other stakeholders, and generate a con-
sumer surplus through increased production. These social returns mean that
policies affecting employment have consequences extending well beyond the
individuals directly involved.
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This chapter synthesizes the best available evidence showing the ben-
efits that work provides beyond income—benefits with critical implications for
living well. Using longitudinal data from RAND’s Health and Retirement Study
(1992-2022), along with findings from the broader economic literature, four
striking facts are documented: work improves health and extends life by years;
work increases happiness and reduces depression; work helps to develop the
knowledge and skill of individuals; and work provides a webbing of social con-
nection and community.

Data Description and Methodology

To isolate the effects of work beyond income, this chapter uses longitudinal
data from RAND’s Health and Retirement Study (HRS) spanning the years
1999-2022. Every two years, HRS surveys about 20,000 Americans on their
employment status, emotions, cognition, health outcomes, and social connec-
tions (RAND 2023).

This chapter uses an event-study design that examines how workers’
well-being changes vis-a-vis two distinct types of job separations: unemploy-
ment and retirement. These separations offer complementary insights—unem-
ployment is typically involuntary and temporary, while retirement is usually
planned and permanent. This allows researchers to disentangle the effects of
unexpected job losses from those of anticipated workforce exits, providing a
more nuanced understanding of how work shapes human welfare.

Specifically, the chapter tracks two key outcomes that capture some of
the latent benefits of work discussed above: depression (measured on a vali-
dated eight-point CES-D scale) and self-reported loneliness (0-1 scale).” The
original analysis here is complemented by findings from the broader econom-
ics literature, particularly studies that leverage natural experiments to identify
causal effects.

Work Extends Life and Improves Heallh

Perhaps no finding challenges economists’ assumptions about work’s value
more starkly than its effect on mortality. If work were merely a source of stress to
be escaped, one would expect job separation to improve health outcomes and
reduce mortality. The evidence shows precisely the opposite.

Workers displaced through mass layoffs experience 50-100 percent
higher mortality rates in subsequent years, shortening life expectancy by
1 to 1.5 years on average (Sullivan and von Wachter 2009). Given standard
estimates of the value of a statistical life from the U.S. Department of Health
and Human Services (DHS 2025), the reduction in life expectancy costs about

TCES-D stands for the Center for Epidemiologic Studies Depression Scale, which is one of
the most common self-reported measures of depressive symptoms used in the general
population.
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$300,000-8500,000.2 These are not workers who lost jobs due to poor health
or performance; they were displaced through plant closures and downsizing
that had nothing to do with individual circumstances. The excess deaths span
multiple causes—strokes, heart attacks, accidents, suicide, and complications
from substance abuse—suggesting that job loss triggers a cascade of physi-
cal and mental health deterioration (Eliason and Storrie 2009; Browning and
Heinesen 2012). These studies, which are from Sweden and Denmark—coun-
tries with government healthcare—demonstrate that the health consequences
of job loss operate through psychological and social pathways rather than simply
through the loss of medical access.

The most compelling evidence that these effects transcend income
loss comes from retirement. Fitzpatrick and Moore (2018) exploit the sharp
discontinuity in retirement timing at age 62, when Social Security eligibility
begins. Roughly one-third of Americans retire precisely at this threshold. This
age-based threshold creates a natural experiment, since retirement timing is
driven by policy rather than individual health status. Despite having theirincome
partially replaced through Social Security, these new retirees experience an
immediate 2 percent increase in mortality risk—implying that retirement itself
increases mortality risk by about 6 percent for those who choose it. The effect is
particularly pronounced for men, who may especially derive their identity from
work.

These mortality costs are so substantial that Blanchflower and Oswald
(2004) calculate that displaced workers would need compensation equal to two
full years of income to offset just the mortality risk of unemployment—before
accounting for any other welfare losses. Quantitatively, this aligns with the evi-
dence from Sullivan and von Wachter (2009).

The health consequences of job separation extend beyond mortality to
physical health more broadly. While many facets of health are hard to measure,
studies have shown that work causally reduces obesity risk, which affects future
work prospects. Using retirement age thresholds as a natural experiment,
researchers found that early retirement increased the probability of becoming
obese by 12 percentage points among men within two to four years (Godard
2016). This weight gain then creates a vicious cycle, since a higher Body Mass
Index increases the odds of nonemployment arising from poor health (Campbell
et al. 2021). Thus, employment today supports the health that allows employ-
ment tomorrow. Finally, the poor health brought on by unemploymentincreases
future medical expenses. The magnitude of these medical expenses is substan-
tial: the obese incur medical expenses exactly twice those of the nonobese—an
additional $2,505 per person annually (Cawley et al. 2021). Thus, employment
that prevents obesity generates significant downstream work capacity and

2HHS (2025) estimates that the value per statistical life is $13.6 million. Assuming there are 40
years remaining at layoff, a reduction in life expectancy of 1-1.5 years corresponds to a cost of
about $300,000-$500,000.
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healthcare savings, whether borne privately or by the taxpayer through public
insurance programs.

Work Makes People Happy

Beyond its effects on physical health, work shapes human emotional well-being
in ways that contradict people’s stated preferences. People tell themselves that
they work for the weekend, yet the evidence suggests that they find more fulfill-
ment in Monday morning than Saturday afternoon.

Csikszentmihalyi and LeFevre’s (1989) pioneering study revealed this
paradox elegantly. Using experience sampling methodology—giving subjects
beepers that prompted them to record their activities and feelings at random
moments—they found that people reported higher levels of happiness, engage-
ment, and energy while working than during their leisure time. This finding chal-
lenges classical economic theory, which treats labor as “disutility” —a cost paid in
lost leisure to obtain income. Despite the common cultural narrative that frames
work as drudgery, people appear to derive deep satisfaction from productive
effort and the structure it provides.

The CEA’s analysis of HRS data confirms that job separation diminishes
emotional well-being. Figure 9-1 tracks depression scores (measured on an
eight-point CES-D scale) before and after job transitions. The figure compares
the dynamics of the depression index for those leaving employment with that
of workers who remained employed, so positive numbers represent depres-
sion arising from nonemployment. The patterns are striking: unemployment

Figure 9-1. Index of Depression Scores (on an Eight-Point CES-D
Scale) Before and After Job Transitions
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Sources: RAND (2023); CEA calculations.
Note: The solid red line plots the outcome dynamics for unemployment events; the dashed black
line plots the dynamics for retirement events. Higher scores on the CES-D scale suggest more
depressive symptoms.
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triggers an immediate increase in depression that persists for at least six years.
Retirement follows a different trajectory—depression increases gradually but
steadily, suggesting a slow erosion of well-being rather than acute distress.
Most tellingly, depression begins rising even before retirement occurs, indicat-
ing that workers may intuitively understand they will miss something important
about work, even as they anticipate freedom from its demands.

The effect of job separation on depression translates into significant
welfare costs. The CEA estimates these costs using the compensating varia-
tion method from Buason and colleagues (2021), which represents how much
money the average person would need to fully offset the depression they would
experience after retirement or unemployment. Bauson and colleagues find that
diagnosed depression and anxiety costs about $60,300 a year in lost welfare.
The analysis here maps the continuous O-8 depression scale to their binary
indicator by assuming that diagnosed depression corresponds to the clinical
threshold of 4, which is 2.5 points above the sample mean of 1.5. Each point
therefore costs about $24,500 in welfare a year, so unemployment’s peak effect
of 0.35 point costs about $8,500 a year. Using a discount rate of 3 percent, the
present value cost of honemployment is roughly $51,000. By contrast, the more
persistent and stable effect of retirement on depression has a present value cost
of about $23,000.

Research on unemployment duration reinforces the pattern of divergent
trajectories and costs between unemployment and retirement. Research on
unemployment duration reinforces this pattern. Bayer and Juessen (2015) dem-
onstrate that short unemployment spells have minimal effects on well-being,
while persistent joblessness drives significant unhappiness. This suggests that
the psychological benefits of work operate through multiple channels—not
just the act of working, but also the security of knowing you will have work.
Krueger and Mueller (2012) reinforce this interpretation, documenting how
laid-off workers experience not just depression but also an explicit sense of
meaninglessness.

The implication for policy is clear: rapid reemployment, made possible
by flexible labor markets that allow quick matching between workers and jobs,
should be a priority. Studies show that by reducing institutional rigidities that
act as a tax and deterrent on hiring, more flexible labor markets shorten the
duration of unemployment spells (Lazear 1990; Nickell 1997; Autor, Kerr, and
Kugler 2007; Price 2025). This is essential not just for economic reasons but also
because extended separation from work corrodes psychological well-being in
ways that income support alone cannot address.

Work Builds Skill and Preserves Cognitive Function

The sense of purpose and engagement that work provides is deeply con-
nected to its role as a continuous engine of personal development. The modern

Work Means More Than Making a Living: Labor, Challenges, and Opportunity | 193



workplace demands constant adaptation—new software, evolving best prac-
tices, shifting market demands. Workers meet these challenges not usually
through formal training but by daily problem-solving alongside colleagues. This
learning-by-doing, which is nearly invisible when it occurs, becomes painfully
apparent only in its absence (Arrow 1962).

Bessen (2016) documents how workers master new technologies, primar-
ily through on-the-job experimentation rather than formal education. Similarly,
Jarosch, Oberfield, and Rossi-Hansberg (2021) show that workers learn sub-
stantially from their peers, with an increase in coworker quality raising own
wages by 2 to 3 percent permanently of 1standard deviation. These knowledge
spillovers happen through informal channels—watching a colleague handle a
difficult client, debugging code together, sharing Excel shortcuts across work-
stations. The cumulative returns from this workplace learning are substantial
and persistent. Consider a young worker in his 20s considering whether to take
a gap year after completing his training. One additional year of work experience
increases his annual earnings by 3.0 to 3.6 percent throughout the rest of his
career (Altonji and Williams 1992). For an average worker earning $60,000
at age 25, this translates into about $86,400 in additional lifetime earnings
before retirement—all from a single additional year of early career experience.
The workplace functions as an unstructured but irreplaceable quasi-university
where learning happens through osmosis and the mother of all: necessity.

When workers are separated from employment, this skill development
does not just pause—it reverses. The losses extend beyond technical skills to
the core cognitive function itself. A compelling body of research shows that
retirement causally accelerates cognitive decline (Rohwedder and Willis 2010).
Exploiting sharp differences in country-specific retirement ages, research-
ers have found that leaving the workforce hastens the decline in memory and
verbal fluency (Mazzonna and Peracchi 2012; Bonsang, Adam, and Perelman
2012). One longitudinal study of British civil servants found that verbal memory
declined about 38 percent faster after retirement than before it (Xue et al. 2017).
This erosion of human capital—both in specific skills and general cognitive func-
tion—has lasting financial consequences. Some displaced workers experience
lasting wage penalties of 15 to 20 percent even after reemployment (Davis and
von Wachter 2011), suggesting that time away from work’s learning environ-
ment carries permanent costs.

Work, then, provides a form of human capital insurance—not just main-
taining existing skills but also continuously building new ones and preserving
the core cognitive function through exposure to challenges, technologies, and
colleagues. The policy implications of this reality remain consistent: facilitating
rapid reemployment preserves not just well-being but also the dynamic skill
development and cognitive health that keep workers productive and adaptable.
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Work Provides a Webbing of Vital Social Connections

Finally, the benefits of work extend beyond the individual psyche and skill set
to the social fabric that binds people together. Work is where people form
friendships, find mentors, and build the weak ties that sociologists have long
recognized as essential for opportunity and belonging. When work disappears,
so does this essential social infrastructure.

The HRS analysis reveals that job separation triggers sustained social
isolation. Figure 9-2 tracks self-reported loneliness before and after employ-
ment transitions. Unlike depression, which spikes immediately after a job loss,
loneliness emerges gradually and persists. Ten years after separation from work,
both unemployed and retired workers report significantly higher loneliness than
when they were working. The absence of anticipatory effects suggests that
workers underestimate how much they will miss the daily interactions, shared
purposes, and casual friendships that work provides.

These individual costs ripple outward through communities. When unem-
ployment rises locally, even those who keep their jobs experience decreased
well-being—Helliwell and Huang (2014) find the effects equivalent to a 4
percent decline in household income. This spillover reflects the breakdown of
social networks: when your colleague loses their job, you lose a colleague. When
enough people lose work, the entire community fabric begins to fray.

The social consequences of joblessness extend into people’s most inti-
mate relationships. Work shapes not just friendships but also family forma-
tion itself. Autor, Dorn, and Hanson (2019) demonstrate that regions hit by

Figure 9-2. Loneliness Before and After Employment
Transitions (on a 0—1 Scale)
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Sources: RAND (2023); CEA calculations.

Note: The solid red line plots the outcome dynamics for unemployment events; the
dashed black line plots the dynamics for retirement events. Loneliness is measured on
the De Jong-Gierveld Loneliness Scale normalized to a range of 0 to 1, where a higher
score denotes a higher degree of loneliness.
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trade-induced job losses experience collapsing marriage markets, particularly
for noncollege men whose diminished employment prospects make them less
attractive as partners. The results are fewer marriages, more single-parent
households, and declining fertility—a cascade of social disconnections that
begin with economic displacement.

Taken together, this evidence reveals work as a fundamental organizing
principle of social life. The workplace is not just where people earn money but
also where they form the relationships that define their communities and fami-
lies. Policies that treat unemployment as merely an income problem miss this
deeper social architecture that work provides.

The Positive Externalities of Employment

The case for employment extends even beyond the well-being of the employed
to improve broader social welfare. When workers are employed, they generate
benefits for others—improving the well-being of consumers, savers, fellow
workers, and the broader public. These positive externalities mean that the
social value of employment substantially exceeds the private returns to the
worker, making policies that affect employment decisions matters of public as
well as private concern.

Employment generates positive externalities for society through four key
channels. First, when someone chooses to work, they increase total output in
the economy. The goods and services they produce generate a consumer sur-
plus—the difference between what consumers would be willing to pay and what
they actually pay. This surplus represents a pure gain for society: consumers
enjoy products and services at prices below their maximum willingness to pay,
increasing community well-being beyond workers’ own earnings.

Second, employed workers contribute tax revenues that fund public
goods benefiting society broadly: in infrastructure, law and order, national
defense, education, scientific research, and support for the poor. When some-
one works, rather than collecting disability or unemployment benefits, they shift
from being a net recipient of transfers to a net contributor to public goods.

Third, workers create firm value beyond what they capture in wages. Due
to labor market frictions such as search costs and monopsony power, workers
are typically paid less than their marginal revenue product. Research shows that
the gap between worker productivity and compensation represents a surplus
that flows to other stakeholders—to retirement savers through equity returns, to
coworkers through higher wages, and to customers through improved products
(Yeh, Macaluso, and Hershbein 2022; Jager and Heining 2022).

Fourth, workers make each other more productive through agglomeration
effects. Their skills complement one another’'s—a more experienced colleague
helps others solve problems faster, shares institutional knowledge, and sparks
innovation through collaboration (Jarosch, Oberfield, and Rossi-Hansberg
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2021). Greater labor force participation thus amplifies the productivity of all
workers, not just those who are newly employed.

Labor Market Challenges

While the evidence is clear that work is a cornerstone of a flourishing life, several
powerful headwinds in the modern economy are making it harder for individuals
to find and maintain meaningful employment. The American labor market is
beset by a series of interconnected problems: declining labor force participa-
tion, demographic stagnation, critical skill shortages, and a struggling human
capital pipeline. These challenges not only depress economic output but also
prevent millions from realizing the profound nonmonetary benefits of work.

The Participation Problem: Mismatch and Disincentives

A primary concern is the stubbornly low rate of labor force participation, par-
ticularly among prime-age men (Krueger 2017; Abraham and Kearney 2020).
While participation has recovered somewhat from its post-financial crisis lows,
the rate for men age 25 to 54 years remains below its historical peaks. This trend
is driven by two primary factors: a growing mismatch between workers’ skills
and employer needs, and powerful financial disincentives to work embedded in
the social safety net (Acemoglu and Autor 2011; Mulligan 2012).

The skills mismatch is a well-documented phenomenon where the abili-
ties of the available workforce do not align with the technical demands of open
jobs (Autor et al. 2003; Acemoglu and Autor 2011). As the economy has shifted
away from manual labor and toward more cognitive and technical roles, many
workers have been left behind. The skills mismatch is not about undereduca-
tion or too few college graduates (Cappelli 2014; Beaudry, Green, and Sand
2016). The problem is more subtle—it is which specific skills workers possess
that determine their economic value, not their years of schooling. The decline of
vocational education and organic apprenticeships has left a void, creating short-
ages in skilled trades like welding and electrical work even amid broader unem-
ployment, including among young college graduates (Symonds, Schwartz, and
Ferguson 2011).

Compounding the skills gap are the severe disincentives created by the
welfare system (Moffitt 1992). For decades, welfare has been consistently
expanded to a larger class of able-bodied adults, particularly with the passage
of the Affordable Care Act, which added tens of millions of able-bodied adults
to the free, government-funded health program. This, together with efforts to
target aid to the poor, effectively punish them for increasing their earnings with
lost benefits (Richardson and Blizard 2022). This can lead to effective marginal
tax rates exceeding 100 percent, meaning that a worker can be made worse off
by accepting a raise or working more hours (Congressional Budget Office 2015;
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llin and Sanchez 2023). This works as a barrier trapping the poor, effectively
creating an incentive for them to remain underemployed and disconnected
from the ladder of opportunity (Altig et al. 2020).

Beyond these marginal disincentives, a more permanent exit ramp from
the labor force has been abuse of the disability program. The number of
working-age adults receiving disability benefits has grown dramatically since
the 1980s, and this expansion correlates strongly with the decline in prime-age
male labor force participation (Autor and Duggan 2003). The lion’s share of
this growth has been driven by an increase in awards for conditions that are
subjective and impossible to verify, such as musculoskeletal disorders (includ-
ing muscle fatigue, tingling sensations, and muscle tension) and mental health
conditions (including being easily fatigued, restless, and difficulty concentrat-
ing, along with irritability—criteria many people could meet at the end of any
workday) (Morton 2018; Social Security Administration 2023).

Disability benefits can become an attractive alternative to work, especially
for those facing poor job prospects or declining wages. But this creates a one-
way door: each year, fewer than 1 percent of disability beneficiaries return to
employment (Ben-Shalom and Mamun 2015). Beyond the economic loss, this
permanently severs people from the social connections, sense of purpose, and
psychological benefits that work provides—an isolation that often worsens the
very conditions that qualified them for disability in the first place (Fiorillo and
Sabatini 2015).

Demographic Decline and the Shrinking Workforce

Looming over these immediate labor market challenges is the country’s longer-
term demographic crisis. The United States, like most industrial nations, is
experiencing a sustained decline in its birthrate, which has fallen well below the
replacement level of 2.1 children per woman, at 1.665 (Hamilton, Martin, and
Osterman 2023). What this means is that for every 100 Americans there will
be 63 grandchildren, creating an inverted demographic pyramid where fewer
working age people must support a growing population of retirees, undermin-
ing programs like Social Security and creating a self-reinforcing economic
decline through low innovation, low production, and high tax burdens. In the
absence of increased fertility or a new population of very productive robots, the
consequences for the labor market will be serious: severe labor shortages will
constrain production and drive up costs across every sector (Bloom, Canning,
and Fink 2010; Maestas, Mullen, and Powell 2016).

This trend is driven not only by broad cultural shifts but also by the
unintended consequences of well-meaning public policy. For instance, recent
research shows that laws mandating the use of child car seats for older children
significantly reduce the birthrate for third children, as many standard vehicles
cannot safely accommodate three car seats. One study estimated that these
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laws prevent thousands of births each year—a stark example of how seemingly
unrelated regulations can affect family size (Nickerson and Solomon 2024).

Demographic shifts present fiscal challenges as fewer workers pay into
Social Security and Medicare, creating sustainability concerns for these pro-
grams (Social Security Board of Trustees 2024). The Trump Administration’s
One Big Beautiful Bill Act (OBBBA) and deregulation efforts target higher gross
domestic product growth to help address these pressures, though innovation
could still face headwinds as younger workers become a smaller share of the
overall workforce (Jones 2010; Acemoglu, Akcigit, and Celik 2014). Without
sustained pro-growth policies, these trends could create fiscal strain as slower
economic growth makes existing debt more challenging to manage while age-
related spending rises (Gordon 2017).

Critical Shortages and the Faltering Education System

The general problem of the skills mismatch is acutely felt in sectors vital to
national security and economic competitiveness. The United States faces
severe labor shortages in heavy industry—it lacks a sufficient number of welders
and metallurgists for shipbuilding, aerospace engineers for defense programs,
and skilled technicians for semiconductor fabrication and pharmaceutical plants
(NAM 2021; SIA 2023).

America’s dependence on foreign sources is particularly acute in rare
earth processing and nuclear engineering, where China dominates global
expertise (DOE 2021). Meanwhile, the artificial intelligence and cybersecurity
sectors compete globally for a tiny pool of talented specialists, with American
universities producing a fraction of the talent needed (NSCAI 2021). Energy
infrastructure—from power plant operators to grid engineers—faces a wave
of retirements with few trained replacements (CEWD 2022). These are not
just employment gaps; they are strategic vulnerabilities whereby workforce
shortages translate directly into dependence on adversarial nations for critical
capabilities.

These shortages point to a deeper failure in the U.S. systems of educa-
tion and training. For decades, policy has explicitly and implicitly prioritized
four-year university degrees as the sole pathway to success, while devaluing
and defunding vocational and technical education (Symonds, Schwartz, and
Ferguson 2011). The result is an education system that produces surplus gradu-
ates with degrees misaligned from economic needs while failing to train the
welders, machinists, and technicians who could actually build semiconductor
fabrication plants or maintain nuclear plants. Meanwhile, evidence suggests
that K-12 education quality is deteriorating, with stagnant or declining scores in
basic literacy and numeracy (NAEP 2022). America is failing to equip the next
generation with both the foundational knowledge and the specific skills required
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for amodern economy, creating a weak human capital pipeline that is both inef-
ficient and inadequate.

Taken together, these forces create a vicious cycle. A poorly educated
workforce exacerbates the skills mismatch, which discourages labor force
participation. High effective tax rates for poor people trap them outside the for-
mal labor market, preventing skill accumulation. And the shrinking population
ensures that these labor shortages will only intensify over time, threatening the
long-term prosperity and social cohesion that would be provided by a healthy
labor market.

Labor Market Solutions That Put America First

The interconnected challenges facing the American labor market are com-
plex but not insurmountable. The pragmatic policy agenda of the Trump
Administration—focused on removing barriers to work, lowering costs for work-
ing families, and strategically investing in human capital—can revitalize the labor
market and reconnect more Americans to the profound benefits of work. This
section outlines three targeted solutions: strengthening work requirements,
deregulating childcare to lower costs, and pioneering return-value funding
models for critical fields.

Reestablishing Work as the Center of Social Policy

A foundational step toward addressing low labor force participation is to recen-
ter the social safety net on the principle of work. While providing support for
those who truly cannot work remains essential, the current system often traps
able-bodied individuals in dependency rather than encouraging employment,
contribution, and independence.

Strengthening work requirements to qualify for government assistance
has proven effective at moving people into jobs—studies show that work
requirements increase both employment rates and long-term earnings while
at the same time reducing welfare rolls (Grogger and Karoly 2005; Moffitt
2008). The goal is not to punish but to prevent the safety net from becoming
a hammock, ensuring that temporary assistance serves as a bridge back to
self-sufficiency rather than a permanent alternative to work, financed by the
community of workers.

The economic logic here is straightforward: means-tested benefits inher-
ently discourage work because they provide free benefits that are typically
derived from paid work and because each additional dollar earned reduces
benefits, sometimes creating effective marginal tax rates exceeding 100 per-
cent (llin and Sanchez 2023; Altig et al. 2020). Traditional work requirements
address this perverse incentive by making benefits contingent on employment
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rather than solely on income, transforming the welfare system from a trap into a
springboard (Grogger and Karoly 2005).

The OBBBA has operationalized this principle at scale (U.S. Congress
2025). By establishing 80-hour monthly work requirements for able-bodied
Medicaid expansion enrollees and strengthening SNAP work requirements to
include adults up to age 64, the legislation affects millions of potential workers.
Critically, because SNAP eligibility often serves as the gateway to other pro-
grams—automatically qualifying recipients for reduced utility rates, free school
lunches, and streamlined Medicaid enroliment—these work requirements cre-
ate a cascading effect across the entire welfare system. One policy lever moves
multiple programs toward encouraging rather than discouraging work.

The most compelling evidence comes from the welfare reforms of the
1990s, which successfully moved millions of Americans from welfare to work
by combining time limits with mandatory work, training, or job search activities
(Blank 2002). These reforms led to significant increases in employment and,
since people gain skills as they work, a rise in their wages over time (Groggins
2003, 2009; Haskins 2007). Applying this principle more broadly—and building
on the important work the OBBBA has begun—can nudge individuals back into
the labor force and encourage them to continue building skills and climbing
the economic ladder. Traditional work requirements effectively draw people
back into the labor force and help them progress to self-sufficiency. These suc-
cesses should be expanded to other welfare programs. For example, expanding
the OBBBA’s Medicaid work requirements to all able-bodied adults enrolled
in Medicaid—not just those enrolled in Medicaid expansion—would help lift
those in the parent/caretaker category move out of generational dependency.
Additionally, public housing, homelessness assistance, and energy and heating
assistance programs do not feature any meaningful community engagement
requirements. These are missed opportunities.

A Pro-Family Agenda for a Stronger Workforce

Addressing the high cost and low availability of childcare is a powerful policy
lever that can simultaneously address two of the labor market’s most press-
ing challenges: low participation and demographic decline and its cascading
effects on social insurance, innovation, and economic growth (Del Boca 2002).
For many families, the high cost is a prohibitive barrier to work, particularly for
second earners; the average cost of center-based infant care now exceeds
in-State college tuition in many States, often consuming 20 to 30 percent of
median household income (DOL 2024). These costs simultaneously suppress
fertility, with a recent review of pro-natal policies finding that increased child-
care availability has “the clearest positive effects on fertility” (Bergsvik, Fauske,
and Hart 2020). Studies confirm that expanding childcare access addresses
both challenges, increasing labor force participation alongside fertility (Baker,
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Gruber, and Milligan 2008; Bauernschuster, Hener, and Rainer 2016). Yet a
primary driver of these prohibitive costs is a morass of burdensome and often
counterproductive regulations.

Staff-to-child ratios that require one caregiver for each group of 3 chil-
dren in home-based settings—while allowing commercial centers to operate
at 1-to-10 or 1-to-12 ratios—dramatically increase costs without evidence that
home-based care is inherently less safe (Gorry and Thomas 2017; Herbst 2023).
Similarly, excessive credentialing requirements for providers can limit the sup-
ply of caregivers (Hotz and Xiao 2011), driving up prices without necessarily
enhancing the quality of care (Gorry and Thomas 2017). By reforming these
regulations—such as by allowing more flexible staff ratios, recognizing alterna-
tive credentialing pathways, removing zoning rules that prohibit home-based
daycare, and removing needless requirements that staff members must have
a college degree—States can significantly increase the supply of affordable
childcare options. This is not a call for a regulatory race to the bottom but for a
smarter regulatory framework that prioritizes safety and affordability, thereby
freeing up parents to have children safely cared for while they participate fully in
the workforce if they wish.

Beyond childcare, other promising policy levers show significant potential
for reversing demographic decline. As examples from research, when housing is
made affordable to young people, fertility rises by an extraordinary 33 percent
(Fazio et al. 2025)—suggesting that addressing the housing affordability crisis
will have profound demographic effects. Similarly, research shows that extend-
ing maternity leave increases fertility by 14 to 21 percent (Lalive and Zweimuller
2009; Thomas et al. 2022), indicating that employers can provide support for
new parents and encourage family formation. Together with childcare reform,
these interventions represent a comprehensive approach to addressing both
immediate labor force challenges and the long-term demographic crisis that
threatens the American way of life.

Investing in People and Building Capacity in Critical Industries

To address persistent shortages in critical fields—from semiconductor manu-
facturing to shipbuilding, from rare earth processing to nuclear engineering—
the United States needs to invest in human capital with the same strategic focus
historically applied to physical capital. The challenge is structural: employers
hesitate to fund costly, transferable skills training due to the “hold-up prob-
lem” —competitors could simply poach their newly trained workers at a fraction
of the cost of traning (Acemoglu and Pischke 1999). Meanwhile, government-
funded training programs often lack both the industry connections and market
incentives to teach the specific skills employers actually need. The result is a
standoff where critical sectors remain understaffed while millions of workers
lack pathways to well-paying careers. A successful strategy must bridge this
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gap by directing public funds toward proven outcomes while aligning the incen-
tives of students, schools, and industry.

Mandate outcome reporting for training programs. A foundational step
is to empower students and workers with clear, comprehensive data on train-
ing program outcomes. Today, a young high school graduate trying to decide
on a career path navigates largely in the dark. The quality and financial return
of similarly named programs vary enormously—median earnings for a “busi-
ness administration” credential range from $20,900 at one institution to over
$100,500 at another (Center on Education and the Workforce 2020).

Yet this critical information remains hidden from the very people who
need it most. When students are provided with clear data on graduate out-
comes, they consistently choose higher-quality programs, driving improvement
across institutions and delivering better returns for students setting the founda-
tions of their working lives (Wiswall and Zafar 2015; Baker et al. 2018; Hurwitz
and Smith 2018).

While college-bound students have some access to earnings data through
tools like the College Scorecard, those pursuing technical trades and workforce
certificates essential to critical industries navigate with far less information. The
Trump Administration’s TrainingProviderResults.gov was a meaningful step,
but its voluntary nature has left it largely empty (DOL 2020). Over 75 percent
of eligible programs fail to provide complete records, with 95 percent missing
the median earnings data that job seekers need most (Deming et al. 2023).
Additionally, this program is limited in nature, as it only covers results for pro-
grams funded under the Workforce Innovation and Opportunity Act.

To provide young apprentices with essential information, the CEA sug-
gests making comprehensive data reporting mandatory for all training pro-
grams that accept any form of Federal funding. This requirement would be
enforced by making eligibility for Federal grants—including funding by the
Workforce Innovation and Opportunity Act and Pell Grants—contingent on
reporting these core metrics:

e Program completion rates

* Employment rates within 6 months of graduation

* Median earnings at placement and 2 years postcompletion

e Industry placement breakdown (essential for building critical industries)
e Total program cost and average debt incurred

The Department of Labor would establish uniform data definitions and
require States to use unemployment insurance wage records for verifica-
tion, ensuring accuracy and consistency. This mandatory framework would
transform portals like TrainingProviderResults.gov into the robust decision-
support tools American workers deserve, while directing public funds and
human talent toward programs with proven track records of success. Beyond
empowering individual choice, this data infrastructure becomes a “master gear”
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policy—enabling governments to identify successful programs for retraining
the unemployed and displaced, and providing a foundation for other essential
improvements.

Support for critical “SHIELD” academic majors. Mandatory report-
ing provides the data to identify effective programs, but data alone will not
solve talent shortages in critical fields. To address this, the CEA proposes a
new Strategic Higher Education Investment for Essential Labor Development
(SHIELD) program that directly supports students pursuing careers in sectors
vital to national security and economic competitiveness. This program builds
on the successful SMART grants of the 2000s, which provided stipends to
low-income, high-achieving STEM students and increased enrollment in those
fields by 17 percent (Denning and Turley 2017). With the United States facing a
projected deficit of 2.1 million workers in critical fields by 2030, a more targeted
and ambitious intervention is urgently needed (NAM 2021).

The SHIELD grant would provide financial support to high-achieving stu-
dents (GPA of 3.0 or above) from lower- and middle-income backgrounds who
enroll in programs with proven placement rates in critical industries. To ensure
accountability, the program could include two key mechanisms:

e Service commitment: Recipients who fail to work in a critical industry for

at least three years within five years of graduation must repay the grant

with interest. This ensures that students will pursue these careers, not just

subsidized degrees.

* Performance-based eligibility: Grants would only flow to programs at
institutions demonstrating high placement rates in critical industries, con-
centrating resources in the most effective training pipelines.

Using American Community Survey data, this chapter identifies the
degree programs that feed the nation’s most critical industries—from petro-
leum and electrical engineering to computer science and materials science.
Expanding this analysis to technical and vocational programs requires cross-
agency data linking that current systems lack, highlighting another benefit of
mandatory outcome reporting. By subsidizing these specific pathways, the
SHIELD program would directly address the human capital shortages threaten-
ing U.S. economic resilience and national security.

Elevating the treatment of human capital investments in the tax code.
A staple of the U.S. Federal tax for decades has been the favorable treatment
of capital income in the form of generous deductibility at the front end when
an investment is made and lower rates applied at the back end to the income
that is eventually generated from such investment. For example, the OBBBA
permanently instituted full immediate expensing for equipment and research-
and-development investments along with temporary full immediate expensing
for the construction of new factories. The economic rationale for this favorable
tax treatment is well-established theoretically and empirically: reducing the
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tax burden on investment leads to greater capital accumulation, which raises
economic growth and wages.

Expensing provisions at the front end and preferential tax rates at the
back end are a boon for business investment in physical capital, but of equal or
greater importance are investments in human capital, and there are compelling
ways to modernize the tax code to treat human capital investment with the
same degree of generosity as physical capital investment. While the tax code
currently offers credits and deductions for education investments, the size of
the credits and deductions can be quite modest and the criteria can be overly
restrictive—for example, by only allowing individuals to deduct expenses made
to eligible educational institutions. This limitation confers substantial power on
accrediting bodies and omits the many forms of valuable human capital invest-
ment that are made outside formal higher education institutions. The OBBBA
recognized the flaws of this approach when it instituted the new Workforce Pell
Grant program, and this same approach could be extended to allow workers to
fully expense a broad array of human capital investments in the same way that
businesses can fully expense investments in new equipment or research and
development. To complement this front-end-favorable treatment of human
capital investment, the tax code could also apply a lower tax rate to income
gains in the initial year that a worker obtains a higher-paying job or receives a
promotion, thereby reducing the penalty on workers who successfully move up
to the next rung of the economic ladder.

Conclusion: Reconnecting America with Work

As this chapter has shown, the challenges facing American workers are deeper
than mere economic statistics. The nation’s workers face a human crisis: mil-
lions of citizens are disconnected not just from paychecks but also from the
purpose, community, and personal growth that work provides.

Workforce investment is about managing the nation’s most important
resource: human talent and potential. When the country fails at this task, the
costs compound across generations. Today’s nonworkers become tomorrow’s
missing parents, unable to model the dignity of work for their children. They
become missing innovators, their talents never developed or applied. They
become missing citizens, disconnected from the shared project of building
prosperity.

The United States stands at a unique moment of opportunity. The One
Big Beautiful Bill Act has established work requirements at scale and created
momentum for broader reform. But the window for action is narrowing. The U.S.
demographic crisis and its effects become less manageable with each passing
year. The evidence presented at the opening of this chapter bears repeating:
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work extends life, enhances happiness, builds skills, and weaves the social fabric
that binds communities together.

The Trump Administration seeks a vision of America where any person
willing to work can find employment that builds their skills, supports their fam-
ily, and strengthens their community. It is a vision where young people can see
clear pathways from education to careers and parents can afford to investin the
next generation. And it is a vision where work gives them the means to live and
flourish.
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Chapter 10
The Economic Consequences of DEI

Gary Becker’s (1957) seminal The Economics of Discrimination established the
theory that labor market discrimination reduces aggregate output by distorting
the allocation of talent. When employer prejudice prevents optimal worker-job
matching, the economy fails to fully realize its potential by placing people in
jobs they are not well suited to, resulting in productivity losses. Researchers
have found evidence that this theory holds up in practice, with one recent study
finding that the removal of discriminatory barriers after the passage of the Civil
Rights Act of 1964 improved worker-job matching and generated substantial
productivity gains as talented black workers were able to contribute their talents

to their greatest economic use.

Beginning in the mid-2010s, American corporations substantially expanded
their diversity, equity, and inclusion (DEI) initiatives in hiring and promotion.
Whereas the Civil Rights Act prohibited hiring based on race, DEI actively
encouraged it. Influenced by consulting analyses—particularly McKinsey &
Company’s reports linking managerial diversity to productivity and financial
success—major employers adopted targets for increasing minority shares in
management. Between 2016 and 2023, the share of minorities in management
positions grew at more than four times the rate observed in the prior decade,

representing a marked departure from historical trends.

This acceleration in DEI hiring and promotion raises an important question: Did
DEl’s implementation reflect the removal of discriminatory barriers—allowing
previously excluded talent to realize positions matching their abilities—or did it
represent a new form of discrimination in labor market matching? The elimina-

tion of bias against qualified minorities should enhance economic efficiency by
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improving worker-job matches, while identity-based promotion that prioritizes
race over productivity-relevant qualifications would introduce the same distor-

tions Becker identified, ultimately reducing aggregate output.

This chapter examines this question by measuring the relationship between
DEl-based hiring and promotion practices on one hand and sectoral productiv-
ity on the other. Directly measuring the extent of DEI practices by a specific
industry in a specific State is elusive, so the analysis here uses a proxy: the
unexplained minority manager share after controlling for State, industry, and
year fixed effects. What this means is that if a certain industry in a certain
State undergoes a faster increase in the minority manager share than implied
by aggregate trends, this suggests the practice of DEI. The expectation is that
the DEI proxy had no effect before the mid-2010s because the extent of DEI

practices was quite limited before that time.

Indeed, statistical analysis reveals that throughout the 2000s and early 2010s,
there was no relationship between this proxy and productivity, suggesting
statistically low levels of racial discrimination in promotion and hiring. After 2016,
however, DEI| practices are associated with significantly lower productivity. By
2023, industries that heavily pursued DEI were approximately 2.7 percent less
productive than those that did not. The fact that this negative relationship only
appears after 2016, when DEI pressures intensified, suggests that this finding
has nothing to do with changes in the demographic composition of managers
directly but rather with the DEI-based promotion practices that prioritize race
over qualifications and contribution. It does not speak to the capabilities of any
demographic group; an opposing discrimination against minorities would likely

have caused a similar productivity decline.

These results imply that DEI practices lead to inefficient management, which
raises the cost of doing business. These costs get passed down to consumers
in the form of higher prices or worse quality. They also have an impact on the
companies themselves, which end up hiring fewer people and paying their

workers less. In the aggregate, the cost of mismanagement was roughly $94
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billion annually by 2023, or 0.34 percent of U.S. GDP. This is an average cost of
about $1160 annually for a family with two working adults. This calculation only
captures the effects of identity-based promotion into management; it does
not include the costs of stigmatization, in which highly qualified minorities face

perceptions of unfair gain (Coate and Loury 1993).

These findings complement the findings of Hsieh and colleagues (2019) that
removing discriminatory barriers under the Civil Rights Act improved worker-
job matching and generated substantial productivity gains, accounting for
20-40 percent of per capita income growth between 1960 and 2010. While
this research documents gains from expanding talent pools, the analysis in this
chapter identifies losses resulting from policies that effectively narrow talent
pools. Both results confirm that deviations from meritocracy carry significant

macroeconomic costs.

In support of equal opportunity for all Americans, the Trump Administration has
undertaken substantial policy reforms to end discrimination of all kinds. Executive
Ordersissued in early 2025 eliminated DEI-based hiring and promotion require-
ments across Federal agencies, reversing harmful policies implemented by the
past Administration. The Trump Administration has also discouraged similarly
harmful practices in the broader labor market via regulatory and enforcement
mechanisms among Federal contractors and educational institutions receiving
Federal funds. Data from 2025 show a decline of DEI practices in the corporate

world, marking a return to equal opportunity.

The Rise of DEI

American private sector before a sea change began in the 2010s.

Research by Rozado (2020)—and later by Rozado, Al-Gharbi, and
Halberstadt (2023)—documents a substantial shift in the language used by elite
media and education institutions starting in about 2013-15. Much greater social
emphasis was suddenly placed on terms related to identity-based concerns
(e.g., racism, sexism, and gender discrimination).

D El initiatives as we know them today were not widely practiced in the
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The flagship consulting company McKinsey & Company gave itsimprima-
tur to this rising trend. McKinsey published reports in 2015 claiming that “when
companies commit themselves to diverse leadership, they are more successful”
(McKinsey 2015). In 2018 and 2020, McKinsey released new reports reaffirming
its argument that diversity was a critical resource that could be unlocked by
contracting the services of McKinsey (2018, 2020).

In 2021, the Biden Administration issued Executive Order 13985,
“Advancing Racial Equity and Support for Underserved Communities through
the Federal Government”; and Executive Order 14035, “Diversity, Equity,
Inclusion, and Accessibility in the Federal Workforce.” These orders directed
Federal government agencies to take various measures to “enhance diversity,
equity, inclusion, and accessibility within the agency, . . . seek opportunities to
establish a position of chief diversity officer or diversity and inclusion officer, . ..
ensure that all Federal employees have their respective gender identities accu-
rately reflected and identified in the workplace . . . [and expand] employment
opportunities for formerly incarcerated individuals.”

The Department of the Treasury provides an example of how these
orders were implemented. Treasury Secretary Janet Yellen issued a statement
that “commitment to the values of diversity, equity, and inclusion is expected
of every employee.” Per reporting by Rufo (2024), in response to this direc-
tive, Treasury promptly established its official Equity Hub and its Advisory
Committee on Racial Equality; it added a Counselor for Racial Equity to its
payroll and spent millions of dollars on DEI consulting services. As a result of
all this, Treasury undertook efforts to redirect billions of dollars in funding
toward programs designed to benefit specific racial groups. Furthermore, it
demonstrated its intensified commitment to favoring minority-owned busi-
nesses when awarding Federal contracts. These actions further entrenched DEI
practices in American economic life, elevating them to a role never before seen
in American government.

During the early 2020s, corporations ramped up DEI efforts. References
to DEIl became ubiquitous in American industry as firms spent billions of dollars
constructing DEI programs and hiring DEI officers and consultants. As reported
by Kessler (2024) and Lau and Telford (2025), virtually every major company
began discussing DEI in its annual financial filings and earnings calls—places
where discussions of race and group identity would have previously seemed
strange and out of place. As detailed by Goldstein and others (2022), the num-
ber of jobs explicitly related to DEI quadrupled in only five years, from 2017 to
2022. The Chief Diversity Officer position, previously virtually unknown, became
the fastest-growing C-suite executive position in the early 2020s. Business
publications regularly suggested that DEI could be used to improve workplace
productivity, such as in articles by Heisler (2020), S&P Global (2022), and
Wenner (2025).
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Research has found that the forecasted economic benefits of DEI efforts
did not materialize. Research by Green and Hand (2024) illustrated that the
McKinsey studies were purely correlational, making no attempt to rule out
reverse causality (the idea that successful firms could afford elaborate DEI
programs, rather than DEI programs making firms successful). Furthermore,
the sample appeared cherry-picked, comparing only top and bottom quartiles
of executive diversity while excluding the middle 50 percent of companies for
no methodological reason. When Green and Hand attempted to replicate the
results, they found no statistically significant relationship between demographic
diversity measures and firm performance metrics—including the margin of
earnings before interest and taxes, return on assets, return on equity, and total
shareholder return. Research by Johnston and Wheaton (2026) goes further,
finding that DEI hiring efforts had negative effects on aggregate productivity.
This chapter explores these findings and their implications.

The Results of DEL: Effects on Productivity

A key focus of DEI programs is to increase the share of certain minority groups
(black, Hispanic, and Native American) in management roles, sometimes entail-
ing new positions—such as Diversity Officers—to further this goal. The share
of minority managers increased rapidly after the cultural ramp-up in DEI. Data
from the American Community Survey show that the share of management

Figure 10-1. The Share of Minorities in Management Positions
as a Fraction of All Management Positions

Fraction of positions
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Sources: American Community Survey; Bureau of Economic Analysis; CEA calculations.
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positions held by minorities increased gradually by less than 1 percentage point
in the decade between 2005 and 2015, and it then increased by nearly four
times that amount in the eight years between 2015 and 2023 —a substantial and
statistically significant acceleration. This trend is shown in figure 10-1.

What are the consequences for the productivity of the firms undertak-
ing this deliberate expansion? To test for a systematic relationship between
DEI practices and industry performance, a thorough analysis is needed. Most
important, because a firm’s motivations are not directly observable, there needs
to be a proxy for DEI practices. Absent DEI motivations, minority hiring should
not meaningfully vary after controlling for industry, year, and State. Thus, the
empirical specification includes industry-by-State fixed effects, industry-by-
year fixed effects, and State-by-year fixed effects to capture any minority hiring
for non-DEI reasons. With non-DEI-motivated hiring captured by these fixed
effects, any explicit increase in the minority hiring share above and beyond the
level predicted by fixed effects serves as a useful proxy for DEI practices. These
features are all incorporated in a regression model of this form:

Y, . = a+ B UnexplainedMinorityManagerShare, ,

ist
+ Y UnexplainedMinorityNonmanagerShare, ,
+ p,UnexplainedManagerShare, ,+ W, . +n, +0, +K +€
Here,

¢ Y, denotes productivity (i.e., log output per hour) in industry i of State s
during year t,

*  UnexplainedMinorityManagerShare, . denotes the residual of the share of mi-
nority managers as a fraction of all employees in industry i of State s during
year t after controlling for fixed effects (with UnexplainedMinorityNonmanag
erShare, ,and UnexplainedManagerShare,  defined analogously),

ist

* W, denotes a control for compensation (i.e, log wage) in industry i of
State sduring year t,

* 1,, denotes an industry-by-State fixed effect,

* o, denotes an industry-by-year fixed effect,

* x denotes a State-by-year fixed effect, and

* ¢, denotesan error term.

The ;s represent the effect of an increase in the share of minority
managers above and beyond the norm for that industry, State, and year on
productivity. To reiterate, the rich set of fixed effects ensures that the results
cannot be driven by the fact that certain industries in certain States simply have
a higher share of minority managers for unobserved reasons that happen to be
correlated with lower productivity. Nor can they be driven by an increase in the
overall (minority plus nonminority) manager share of employees, since that is
explicitly controlled for. Identification relies on comparing productivity and the
unexplained share of minority managers across different industries within the

212 | Chapter10



Figure 10-2. Noticeable Effect of DEI Practices on Productivity
(Log Output per Hour)
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1

14
T T T T T T T T T T T T T
2003 2006 2009 2012 201
Year
Sources: American Community Survey; Bureau of Economic Analysis; CEA calculations.
Note: ESG = environmental, social, and governance.

. IMcKinsey DEI
:study released
I
I
I
I
51 |
I
I
I
I
I
O++-4--F-%-1--r—1—-—-F-t-4--r—-1—--- Fr————=—1 ——m———————
I
|
|
I
I
i |
-5 !
I
|
I
I
I
1
5

T T T T T T
2018 2021

same State and year, different States within the same industry and year, and
over time within the same State and industry.

The resulting regression coefficients (the p,s and the v,s) are plotted in
figures 10-2 and 10-3, along with 95 percent confidence intervals for each. As
seen in figure 10-2, the effect of the unexplained minority manager share on
productivity is flat and statistically no different from zero throughout the 2000s
and the first half of the 2010s—there is no relationship between having more
minority managers and productivity. This changes in the middle to late 2010s,
after which the relationship is negative and statistically significant in most years.
Having a higher unexplained share of minority managers now results in reduced
productivity, notably coinciding with the timing of the rapid DEI increase in
minority management. These results imply that, as of 2023, industries that pur-
sued DEI heavily (those 1standard deviation above the average) were about 2.7
percent less productive than those which did noy (1standard deviation below).

Meanwhile, the effect on productivity of the unexplained share of minority
nonmanagers is not significantly different from zero throughout the entirety of
the period examined, as seen in figure 10-3. A natural takeaway from these two
figures is that there is nothing inherently less productive about minority work-
ers or minority managers. The issue is rapidly promoting unqualified workers
in order to meet racial quotas set forth by DEI. There are clearly many qualified
minority managers; the nonnegative effect of the minority manager share on
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Figure 10-3. No Effect of Minority Nonmanager Share on
Productivity (Log Output per Hour)
Coefficient value
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Sources: American Community Survey; Bureau of Economic Analysis; CEA calculations.

productivity before 2017 attests to this. It is worth observing that DEI actually
does a disservice to these qualified minority managers, as they may experience
a stigma if they are viewed as being DEI hires, a phenomenon studied by Coate
and Loury (1993).

The Results of DEI: Overall Effects on GDP

These estimates imply that DEI promotion has led to inefficient management,
raising the cost of doing business. These costs lead the companies practicing
DEl to hire fewer people and pay their workers less. In the aggregate, thisimplies
meaningfully reduced gross domestic product (GDP) in recent years, because
a reduction in output per hour implies a reduction in aggregate output. Since
2017, the DEI proxy has rapidly grown at the same time as its measured effect
on productivity has become significantly negative. It is possible to obtain an
estimate of the aggregate impact on GDP in a given year resulting from this mis-
allocation. This can be done by multiplying the coefficient value in that year by
the gap between the DEI proxy in that year and what the DEI proxy would have
beenifit continued to grow according to the trend before 2017, when DEI efforts
intensified and the coefficients became negative and statistically significant. For
example, the coefficient value for 2023 is -0.527 and the cumulative increase
in the DEI proxy relative to pre-DEl trend is 0.65 percentage point (0.90 minus
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0.25). This implies a 0.34 percent decline in 2023 GDP relative to a no-DEI
counterfactual. Alternatively stated, promotion into management on the basis
of race—a key consequence of DEl initiatives—cost the U.S. economy roughly
$94 billion in 2023 alone. This works out to an average cost of about $1,160 in
2023 alone for a family with two working adults. This number grew rapidly in the
late 2010s and early 2020s.

These findings mirror insights from Hsieh and others (2019), who show
that the reduction in labor market discrimination under the Civil Rights Act
significantly enhanced productivity and GDP by improving the matching of
workers to jobs best suited to their abilities. In this way, reductions in discrimina-
tion served as a boon to the U.S. economy. Unfortunately, the reimposition of
discriminatory practices through DEl initiatives reversed some of these gains.

The Restoration of Equal Treatment Under the Law

From the moment President Trump entered office in January 2025, the Trump
Administration began taking action to combat DEI. Executive Order 14151,
issued on Inauguration Day, required all Federal departments to terminate all
DEl-related activities. Executive Order 14173, issued one day later, repealed
Executive Order 11246, the order that served as the grandfather of DEI pro-
grams; it was the original source of requirements that Federal contractors must
meet government-set thresholds in hiring minority workers or would be denied
future contracts. In August 2025, President Trump issued Executive Order
14332, banning grants by the Federal government that promote DEI. Also that
month, the President issued a Presidential Memorandum targeting the use
of diversity statements and other racial proxies in college admissions to help
ensure that universities receiving Federal aid do not discriminate on the basis of
race in pursuit of DEI. This helps shut down the pipeline for future attempts at
reinstituting DEI policies.

The effects of the Trump Administration’s efforts have not been limited
to the realms of government and education. As documented in Forbes by
Murray and Bohannon (2025) and on Fox News by Singman (2025), a lengthy
list of American corporations has rescinded their DEI requirements. As noted
in the Washington Post by Lau and Telford (2025); in the New York Times by
Goldberg, Krolik, and Boyce (2025); and in Forbes by Murray (2025), references
to DEI in corporate filings, proxy statements, and earnings calls have dropped
substantially—down by 72 percent in 2025. Some companies have acknowl-
edged that DEI practices increase litigation risk, including the risk of challenges
from civil rights advocacy groups like America First Legal, leading some to
reverse or revise their policies. In sum, American corporations have increasingly
begun to roll back their DEI programs in response to the revival of American
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meritocracy under the leadership of the Trump Administration, curtailing DEI
and the economic losses that came with it.
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Chapter 11

Making America Healthy by Unleashing
Competition in Physicians” Markets

Healthcare reforms in 2025 have confronted one of the most damaging myths
in U.S. health policy—“healthcare exceptionalism,” the notion that competition
between healthcare providers undermines quality and drives waste. Decades
of evidence demonstrate the opposite: competition lowers prices, improves
access, and enhances quality. Yet misguided regulations and flawed payment
systems have distorted physicians’ markets in ways that have disfavored rural

Americans and independent physicians.

This chapter details how the Trump Administration is dismantling these distor-
tions through the One Big Beautiful Bill Act (OBBBA), Medicare and Medicaid
payment reforms, deregulatory initiatives, and enforcement of transparency
rules! It highlights how eliminating existing biases will rebalance physician sup-
ply between urban and rural areas; how site-neutral payments, reduced prior
authorization, and streamlined reporting will empower independent practices;
and how prevention-focused initiatives, telehealth expansion, and artificial intel-
ligence are tackling the chronic disease burden that drives demand. Together,
these reforms will enable faster, more affordable, and higher-quality physician

services for Americans.

care aim to shape legislation and regulations in the service of their own
financial gains. This dysfunction has been justified by the persistent
idea that somehow healthcare is “different” from other industries in ways that
make competition potentially harmful. A particular concern is labeled “sup-
plier-induced demand,” an application of Say’s law, which holds that greater

I ike many sectors of the U.S. economy, special interest groups in health-

"Information in this chapter is up to date as of November 20, 2025.
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competition among hospitals or physicians will promote greater provision of
low-value, low-quality care. These concerns have provided some of the justi-
fication for decades of piecemeal industrial-planning interventions by Federal
and State governments alike.

However, decades of empirical research belie the falsehood of this jus-
tification. In insurance markets, competition lowers premiums and promotes
diverse plan designs in ways that increase enrollment (Dunn 2009). For hospi-
tals, research finds that patients are disproportionately drawn to higher-quality
hospitals, and that differences between hospitals in productivity measures are
at least as small as differences between manufacturing firms (Chandra et al.
2016a, 2016b). These findings that quality is rewarded in hospital markets led
the authors to conclude, “contrary to the long tradition of ‘healthcare excep-
tionalism’ in health economics, the healthcare sector may have more in com-
mon with ‘traditional’ sectors subject to standard market forces than is often
assumed” (p. 102). Research has also found lower prices from competition
between pharmaceuticals and durable medical equipment, particularly when
competition is not hindered by regulations (Danzon and Chao 2000; Ding,
Duggan, and Starc 2025).

Likewise, competition between physicians has benefited Americans.
Studies report 20 percent lower prices paid by commercially insured patients
in the least concentrated markets compared with the most, with a 10 percent
decrease in physicians’ market concentration decreasing prices by 0.5-1 per-
cent (Clemens and Gottlieb 2017; Dunn and Shapiro 2014). The benefits of
competition are particularly evident among services where third-party payment
is relatively rare or when patients are responsible for the differences in cost
between providers (Perry 2022; Robinson and Brown 2013). Entry of competing
physicians has been shown to improve access and quality as well. Specifically,
research on the expansion of residency training programs in obstetrics and
emergency medicine found that they led to improved access to care overall and
to higher-quality care specifically, without increasing the use of more costly,
intensive treatments (Rabideau, Richards, and Whaley 2024).

These findings of greater competition promoting access and quality
provides additional evidence against the view that an increased supply of physi-
cians’ services promotes supplier-induced demand. This builds on decades-old
research showing that the methodology used in the original studies support-
ing the “supplier-induced demand” hypothesis also leads to the implausible
conclusion that more obstetricians in a market cause more babies to be born
(Dranove and Wehner 1994). Despite this evidence, the false but persistent
view of healthcare exceptionalism has been used to justify policies that have
harmed Americans by hindering competition among physicians. The policies
include regulations and payment programs that have created barriers to entry
and incentives for vertical and horizontal consolidation among physicians.

The U.S. healthcare system presents evidence of the problem, including:
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Figure 11-1. Average Waiting Time for a New Patient Visit,
by Specialty and Year
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Sources: AMN Healthcare (2025); CEA calculations.

Figure 11-2. Average Number of Physicians per 10,000
Population by Type and Location
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Figure 11-3. County-Level Distribution of the Number of
Physicians per 10,000 Population by Type and Location
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* Long waiting times for visits, with a 2025 survey reporting an average of
31days for new patient appointments across 15 major U.S. cities, up 19
percent from 2022 and 48 percent from 2004 (AMN Healthcare 2025)
(figure 11-1).

* Highinternal rates of return to medical specialization that have persisted
for decades, partly due to limited residency spots controlled by specialties
themselves (Nicholson 2003; Bhattacharya 2005).

* Rapid growth of other suppliers seeking to address the unmet demand.
This includes entry of retail clinics and urgent care centers and growth of
physician extenders that is forecasted to continue (RAND 2016; Fortune
Business Insights 2025; Bureau of Labor Statistics 2025).

* Fewer physicians per capita, an often-used proxy measure for undersup-
ply. As shown in figures 11-2 and 11-3, these differences are systematic, and
larger for specialist physicians. For example, nearly half (48.6 percent) of
urban counties have 10 or more physicians per 10,000 population, versus
19 percent of rural counties. For specialists, 20 percent of urban coun-
ties have 10 or more per 10,000 population, while this is true for only 1.5
percent of rural counties.

This chapter discusses steps that the Trump Administration has already
taken to correct specific government-driven supply-side distortions away from
efficient, market-driven outcomes and to alleviate demand by reducing the
burden of chronic iliness and leveraging new technology.

Addressing Biases Against Rural Americans

Historically, Federal programs have exacerbated the misallocation of existing
physician supply between geographic areas in ways that have disfavored rural
areas. In response, the One Big Beautiful Bill Act established the Rural Health
Transformation Program, which provides $50 billion over five years (2026-30)
to States via the Centers for Medicare & Medicaid Services (CMS) for rural
health improvements (H.R. 1833; see U.S. Congress 2025). This includes grants
and technical assistance to rural healthcare providers, including funding for
telehealth infrastructure and workforce development. Notably, two of the
stated aims of the program are to attract and retain a highly skilled healthcare
workforce by strengthening recruitment and retention of healthcare providers
in rural communities (CMS 2025g). To reward and promote competition in phy-
sician markets specifically, the grant applications are scored based on whether
State-level policies minimize Certificate-of-Need laws that prohibit entry by
healthcare providers; broaden scope-of-practice rules for providers of primary
care, and recognize medical and nursing licenses granted by other States (CMS
2025g).
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Additional long-standing biases against rural areas are being addressed
through ongoing reforms to the Health Professional Shortage Areas (HPSAs)
defined by the Health Resources and Services Administration (HRSA 2025). The
reforms are updating HPSA definitions to replace decades-old definitions that
fail to incorporate current supply of primary care in ways that bias against rural
areas (Paragon Health Institute 2024). As aresult, many areas with an HPSA sta-
tus have greater availability of physicians than do areas without an HPSA desig-
nation. HRSA is using updated methodology and data to improve the accuracy
of the HPSA designation and government resources along with it. These
reforms will correct existing government-created problems with the allocation
of physicians because over 30 Federal programs are tied to HPSA designation:
it determines eligibility for incentives such as Medicare’s 10 percent bonus pay-
ments for physicians serving in HPSAs, J-1visa waivers for international medical
graduates to practice in the United States without returning home for two years,
and enhanced reimbursement rates under Medicaid or the Federally Qualified
Health Center program (Government of the District of Columbia, Department
of Health, n,d.).

Critically, HPSA scores prioritize funding and placements in the National
Health Service Corps (NHSC) Loan Repayment Program (LRP) (NHSC n.d.).
This program ties loan forgiveness for primary care physicians and nurse practi-
tioners to serving in locations that receive high scores in the HPSA identification
methodology. A 2021 GAO report found that flawed designations have given
financial rewards to physicians for locating in relatively well-supplied metropoli-
tan areas, diverting physicians from truly rural or isolated spots where shortages
are acute.

Furthermore, the program’s funding priorities, which favor high-score
HPSAs for awards up to $100,000 over three years, have been overallocated
to States that spend large amounts to game the system (e.g., Northeastern
urban areas), disadvantaging rural areas relative to the allocation that would
result from greater market signals without these government-designed distor-
tions (NHSC 2021). By fixing the HPSA designations, the reforms ensure that
resources go where they are needed most, improving rural access, reducing
costs through efficient allocation, and enhancing quality by attracting dedicated
providers.

Addressing Distortions Caused by Regulations
and Flawed Payment Programs
Nearly 80 percent of physicians are employed by hospitals, health systems, or
corporations in 2024 (Condon 2024). This is at an all-time high, after years of a

shiftaway from independent practices, which was driven in part by rising regula-
tory and administrative burdens and government-designed financial incentives.
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Addressing the Regulatory and Administrative Burden

Regulations create high fixed costs through compliance requirements, report-
ing, and administrative burdens that disfavor smaller firms, such as independent
physicians’ practices and practices located in rural markets. High fixed costs
promote consolidation (horizontal mergers among practices) and vertical
integration (e.g., physicians joining larger health systems or hospitals). In fact,
between 2012 and 2022, the share of physicians in practices with 50 or more
doctors rose from 12.2 to 18.3 percent (Kane 2023). Vertical integration has also
surged, with hospital-employed physicians increasing from 23.4 percent in 2012
to 34.5 percent by 2024 (Advisory Board 2025).

These trends are largely attributed to rising regulatory burdens and
increased administrative costs (American Hospital Association 2025). A 2016
study estimated that physicians spend about 15.1 hours a week on paperwork for
quality reporting alone, costing roughly $40,000 per physician annually in lost
productivity (Casalino et al. 2016). These costs disproportionately burden small
practices. A Federal Trade Commission (FTC) workshop in 2018 highlighted
how regulatory complexity drives physicians to affiliate with hospitals, as larger
entities can better absorb fixed costs for information technology infrastructure
and legal expertise (Kane 2023). This consolidation led to higher prices paid by
Americans for the same services, and increased spending by Medicare (Capps,
Dranove, and Ody 2018; Cooper et al. 2025; U.S. Government Accountability
Office 2025).

The Trump Administration is actively working to reduce administrative
burdens, for example, through Executive Order 14192 (Federal Register 2025¢).
Within healthcare specifically, the Department of Health and Human Services
(HHS) has secured a commitment from private insurers to reduce unnecessarily
burdensome prior authorizations that create compliance costs for physicians
(U.S. Department of Health and Human Services 2025). The Department of
Justice issued a Request for Information (RFI) with an emphasis on physicians
specifically as part of efforts guided by its anticompetitive regulations task
force (Antitrust Division 2025). CMS also issued a Medicare Regulatory Relief
RFI in July 2025 to solicit public feedback on ways to “streamline regulations
and reduce administrative burdens on providers” based on the recognition that
“healthcare providers serving Medicare beneficiaries face numerous regula-
tory requirements” (CMS 2025f). Finally, the FTC issued warning letters to
large healthcare employers indicating that their noncompete clauses and other
restrictive covenants with employed physicians would be scrutinized, particu-
larly in rural areas (McDermott Will & Schulte 2025).

Addressing Distortions Caused by Physicians’ Payment Methods

Consolidation has also been fueled by distortions in policies that guide how
Federal programs pay for physicians’ services. The Trump Administration is
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actively working to correct prior distortions and improve efficiency through
three channels.

The first channel is Medicaid reform in the OBBBA. Before the OBBBA,
State-directed payments (SDPs) in Medicaid managed care allowed States to
direct the amounts health plans pay providers, which in some cases disfavored
independent physicians’ practices. Specifically, States used SDPs to increase
Medicaid payments to hospitals above what their Medicaid programs would
have paid otherwise, and these adjustments exceeded those that States imple-
mented for physicians.

In 2024, SDP spending was about $110 billion across 302 arrangements in
40 States, nearly 60 percent above the amount approved just the year before.
This is partly driven by the fact that rules allowed States to leverage SDPs to
pay hospitals at rates up to the levels paid by commercial insurers, which far
exceed rates paid by Medicaid and even Medicare (Federal Register 2024,
Congressional Budget Office 2022). In addition to exacerbating a rapid rise in
projected Medicaid spending, SDPs are disproportionately concentrated on
hospitals (Congressional Budget Office 2024). Of the programs in 2024, 53
percent were directed to hospitals versus just 11 percent to physicians, with
the remainder going to other facilities such as nursing homes. Among the 29
arrangements with additional spending estimated to be above $1 billion per
year, 24 were targeted to hospitals (MACPAC 2024). In California, for example,
independent physicians are not eligible for the six hospital SDP programs that
allocate about $12 billion annually in additional payments through MediCal
(California Department of Finance). These adjustments boosted MediCal pay-
ments to hospitals. In contrast, in 2024 California did not have any SDPs
designed to increase payments to independent physicians’ practices above the
State’s Medicaid payment levels.

The OBBBA addresses these imbalances by capping SDPs at 100 percent
of Medicare rates for Medicaid expansion States (110 percent for nonexpansion
States), phasing down higher existing payments by 10 percentage points annu-
ally starting in 2027. This corrects the long-standing practice of States directing
disproportionate shares of additional Medicaid spending through SDPs to hos-
pitals rather than physicians’ practices.

The second channel is payment rules in traditional Medicare. The
Administration has taken a number of steps in 2025 to correct distortions cre-
ated by Medicare payment rules.

In July 2025, CMS released the Calendar Year (CY) 2026 Hospital
Outpatient Prospective Payment System (OPPS) and Ambulatory Surgical
Center (ASC) proposed rule, which expands site-neutral payment policies to
include drug administration services (e.g., infusions and injections) furnished at
all off-campus provider-based departments of hospitals (excluding rural sole
community hospitals). Under this proposal, these services would be reimbursed
at the lower Physician Fee Schedule (PFS) rate rather than the higher OPPS
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rate. By removing the increase in Medicare payment for administering these
services at hospital-owned physicians’ practices, this rule will reduce the finan-
cial incentives for hospitals to acquire independent practices.

The rule also proposes repealing the Inpatient-Only list over three years
and expanding the ASC Covered Procedures List, allowing more procedures to
shift to lower-cost outpatient or ASC settings. This further promotes site neu-
trality and levels the playing field between independent physicians’ practices
and those controlled by hospital systems (CMS 2025b).

The CY 2026 PFS Proposed Rule, also released in July 2025, complements
this by updating practice expense calculations by site-of-service to better
recognize costs for independent physicians compared with hospital-employed
ones, moving toward greater payment equity and reducing market distortions
that fuel consolidation (CMS n.d., b; 2025c¢).

The third channel includes innovative methods and flexibility through
the Center for Medicare & Medicaid Innovation (CMMI). CMMI, which was cre-
ated to test innovative payment and delivery models, has proposed in 2025 the
Ambulatory Specialty Model (ASM). ASM mandates participation for specialists
in 240 areas treating conditions like heart failure and low back pain, applying
payment adjustments (plus or minus 9-12 percent by 2033) based on cost and
quality performance across all services. The model supports independent physi-
cians’ efforts to provide value-based arrangements without requiring hospital
integration (CMS 2025a).

Meeting America’s Needs with Transparency,
Technology, and Scientific Transformation

In 2025, Federal price transparency requirements under the Transparency in
Coverage (TiC) and Hospital Price Transparency rules were enhanced after
the issuing of Executive Order 14221, which emphasized accurate pricing
data (Federal Register 2025a). For TiC, the Administration updated technical
specifications for greater usability to be implemented by February 2026 (U.S.
Department of Labor 2025). The Hospital Price Transparency rule revisions in
2025 now mandate hospitals to report payer-specific negotiated rates as actual
dollar amounts, replacing ambiguity and a lack of standardization (CMS 2025d).

By making prices visible, these rules empower patients to choose lower-
cost providers, fostering competition that drives down costs and improves
access to affordable options. In addition to driving price competition directly,
it can also improve the allocation of physicians across geographical areas and
service types by indicating where undersupply is exacerbating high prices.
Finally, transparency discourages consolidation of physicians’ practices and
vertical integration with hospitals by empowering patients and payers to seek
lower-cost independent providers.

Making America Healthy by Unleashing Competition in Physicians’ Markets | 225



The Trump Administration has also taken steps to improve access and
lower costs for fertility care, specifically in three areas. First, the Administration
has proposed requirements for providers to report more transparent, uniform
information about their prices and clinical outcomes to facilitate comparisons
and consumer decision-making. Second, efforts are being made to expand
access to physicians who are willing and able to provide fertility services,
including for in vitro fertilization, for example, by removing some of the barriers
created by accrediting bodies. Third is the recognition of fertility services as an
“excepted benefit,” allowing stand-alone insurance plans that can help people
to navigate their care. Collectively, these efforts equip Americans with better
information, better access, and navigation support to overcome the challenges
created by the relatively small set of clinics and subspecialists and limited
entry of new providers under the status quo (Centers for Disease Control and
Prevention 2024; National Resident Matching Program 2025).

In June 2025, HHS and CMS also struck a voluntary agreement to reduce
and streamline prior authorizations involving major health insurers (e.g.,
UnitedHealth, CVS Health / Aetna, Humana). Commitments include reducing
the number of claims requiring prior authorizations, implementing standard-
ized electronic processes of requests, and expanding real time responses for
requests (United States Department of Health and Human Services 2025). This
will cut the administrative burdens faced by physicians and aligns with CMS’s
goals to improve efficiency and patient access (U.S. Department of Health and
Human Services 2025; AHIP 2025). For Americans, this means faster approv-
als for needed care, reducing delays in access, lowering administrative costs
passed to patients, and allowing physicians to focus on high-quality treatment
efforts to prevent chronic diseases, particularly among children, by developing
prevention-focused systems (White House 2025b). By tackling the root causes
of chronic ilinesses, MAHA efforts will reduce demand for physicians’ services,
easing shortages, lowering overall healthcare costs, and improving population
health.

The proposed change to the 2026 Medicare physician fee schedule also
prioritizes disease prevention, including with digital health technology (i.e.,
telehealth). The CY 2026 PFS expands telehealth flexibilities, such as lifting
frequency limits and adding new codes for virtual care, enhancing access to
preventive services, particularly in rural areas (Federal Register 2025b). The
Medicare Diabetes Prevention Program revisions to 2025 allow fully online care
now through December 2029, expanding virtual delivery without in-person
requirements to broaden access and manage and prevent chronic conditions
(CMS 2025e). These changes improve access via remote options, reduce
costs by preventing expensive treatments, and enhance quality through early
intervention.

The Trump Administration has positioned the United States to lead on
the use of digital tools to meet Americans’ needs for care, including artificial
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intelligence specifically (CMS 2025h; White House 2025a). These tools will
be both physician-facing—such as diagnostic aids to promote individualized,
evidence-based care—and patient-facing, such as those that can help man-
age chronic conditions and leverage price transparency data. These steps have
paved the way for innovators to meet Americans’ needs for faster diagnoses,
more efficient resource use, and tailored treatments.

Conclusion

“Healthcare exceptionalism”—the idea that competition in healthcare is harm-
ful—has been one of the most persistent and pernicious ideas in the U.S.
healthcare system. As a result of this view, and the policies that it has propped
up over decades, one way that healthcare has been “exceptional” is in the
degree to which government has hindered competition and caused distortions,
moving the industry away from efficient, market-based outcomes. The Trump
Administration has already taken a number of steps to correct the distortions
caused by prior government policies that have disfavored rural Americans and
independent physicians. By addressing both supply-side and demand-side
causes of past challenges, the Administration is proactively working to equip the
U.S. healthcare system to meet the Nation’s needs, lower prices, and improve
access and quality.
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Chapter 12

Unlocking Retail Access to Private Equity
Investments through Defined Contribution Plans

Over the past few decades, US. capital markets have witnessed significant
growth in private markets relative to public ones. Along with this shift, the U.S.
retirement system has witnessed the emergence of defined contribution (DC)
plans as the dominant retirement vehicle for millions of Americans. The US.
Securities and Exchange Commission’s (SEC) accredited investor definition and
the U.S. Department of Labor’s (DOL) Employee Retirement Income Security Act
(ERISA) fiduciary rules have long impeded retail investors’ access to private mar-
ket investments. With the structural shift in U.S. capital markets toward private
markets and the changing composition of the U.S. retirement system toward DC
plans, retail investors’ access to invest in private markets through their DC plans

has become ever more pertinent.

For DC plans, including 401(k)s, the litigation risk and lack of clear guid-
ance under DOLs ERISA fiduciary rules have long deterred these plans from
offering their plan participants investment options with exposure to private
market investments, though no legal prohibition exists. As a result, millions of
Americans have been deprived of the growth opportunities and diversification
benefits of private markets through their DC retirement plans. On August 7,
2025, President Trump issued the Executive Order “Democratizing Access to
Alternative Investments for 401(k) Investors,” which encourages DC plan spon-

sors to provide plan participants with access to funds that include allocations
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to alternative (including private market) investments (White House 2025). In
response, DOL rescinded guidance issued in 2021 that discouraged DC plans
from investing in private market assets (DOL 2025), marking a significant step

toward unlocking private market access for millions of Americans.

In this chapter, the CEA quantifies the economic benefits of expanding retail
access to private equity investments through their DC retirement plans. It shows
that these benefits extend not just to retail investors but also to private fund

managers, private companies, financial markets, and the real economy.

The Evolving U.S. Capital Market
and Retirement System

ince the late 1990s, the shrinking public market and rise of private mar-

kets have shaped the structure of U.S. capital markets. From 1997 to

2024, the number of public companies dropped by more than half, from
8,800 firms to 4,000 firms, while the number of private companies increased by
about two-thirds, from 20 million to 35 million (Wharton 2012; Weitzman 2023;
U.S. Census Bureau 2001, table 1). Figure 12-Tillustrates this trend, showing the
number of U.S. public firms and private firms, excluding nonemployer firms. In
terms of gross assets, U.S. private funds with investment advisers registered by
the SEC or who are exempt have more than tripled, from $9.5 trillion in 2012 to
$30.9 trillion in 2024 (SEC 2024).

The commonly cited reasons for this structural change are the increas-
ing regulatory burdens in public markets, such as the Sarbanes-Oxley Act of
2002 (Doidge, Karolyi, and Stulz 2017; Gao, Ritter, and Zhu 2013), deregulatory
changes that increased private fundraising limits (Ewens and Farre-Mensa
2020), and increased demand from institutional investors (Lerner, Schoar, and
Wongsunwai 2007; Kaplan and Stromberg 2009). Academic research points to
additional reasons, like short-term pressure in public markets; tax reforms that

" Alternative investments generally encompass a broad range of asset classes that

do not fall within the conventional asset classes of stocks, bonds, or cash. Private
market investments, the focus of this chapter, constitute one category of alternative
investments. Private market investments refer to direct and indirect interests in equity,
debt, or other financial instruments that are not traded on public exchanges, including
non-publicly traded vehicles such as private funds. Private funds, such as private equity
funds (PE), venture capital funds (VC), or hedge funds, are pooled investment funds
that must comply with the terms of an appropriate exemption or exclusion from the
registration requirements in the federal securities laws.
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Figure 12-1. Number of U.S. Private and Public Firms, 1997-2022
e Private = Pyblic

Private firms, millions Public firms, thousands
8.5
6.4
8.0
6.2 75
7.0
6.0
6.5
5.8 6.0
5.6 5.5
5.0
54
4.5
2
° 4.0

1997 2000 2003 2006 2009 2012 2015 2018 2021

Sources: U.S. Census Bureau (2025); Statistics of U.S. Businesses; CEA calculations.
Note: Excludes nonemployer firms.

reduced advantages for public companies, such as the Tax Reform Act of 1986
(Carroll and Joulfaian 1997; Dyrda and Pugsley 2025); and the rise of intangible-
intensive companies that are typically undervalued by public markets (Doidge
et al. 2018).

With the rise in private markets and the fact that most companies do
not make initial public offerings (IPOs) until they are past their peak-growth
phase (Nain and Ying 2018), if at all, retail investors are faced with a smaller
opportunity set that may limit diversification benefits and exclude high-growth
investments. A key distinction between private and public markets is the higher
growth potential of private companies (Asker, Farre-Mensa, and Ljungqvist
2011). Among the small subset of private companies that choose to pursue
an IPO, their choice to do so at a late stage of their lifecycle means that public
companies have generally become much larger and older relative to private
companies (Kahle and Stulz 2017). As a result, many companies are already past
their high-growth phase by the time they issue an IPO, limiting the investment
opportunities available to retail investors (Finley 2019).

The recent academic literature finds that private equity (PE) buyout
funds have consistently outperformed the Standard & Poor’s (S&P) 500 by 20
to 27 percent over the fund’s life and more than 3 percent annually (e.g., Harris,
Jenkinson, and Kaplan 2014; Robinson and Sensoy 2016; Ang et al. 2018; and
Harris et al. 2023). The three commonly used performance measures of private
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Figure 12-2. Private Equity Performance—Public Market
Equivalent (PME) by Vintage Year
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fund returns are the internal rate of return (IRR), the public market equivalent
(PME), and the ratio of total value to paid-in capital (TVPI) (INSEAD 2019).
While the IRR and TVPI are absolute measures of performance, the PME is a
relative measure that captures the net-of-fee performance of a PE fund relative
to the hypothetical performance of a public market index using the fund’s actual
cash flows. Figure 12-2 shows the PME estimates for U.S. private equity (buyout)
funds with vintage years 1980-2014. Most PME estimates are above 1, which is
consistent with the outperformance of PE relative to public markets. This find-
ing is robust when one excludes PE funds that are not fully liquidated (i.e., with
majority realized investments). To address the fact that literature-estimated
PMEs are not risk-adjusted and do not reflect the potential performance of a
diversified portfolio that contains PE, as would be the case for defined contribu-
tion (DC) plans, this chapter simulates, in a subsection below, portfolios with
and without a PE component and computes a risk-adjusted return to illustrate
the potential benefit from including PE within a portfolio of traditional assets.
Alongside the growth of private markets, the U.S. retirement system has
witnessed the emergence of DC plans, such as IRAs and 401(k)s, as the domi-
nant investment vehicle for millions of Americans (DOL 2019). By shifting the
investment risk and retirement funding responsibility from the employer to the
employee, DC plans have emerged as a scalable, portable, and cost-efficient
alternative to defined benefit (DB) plans—including Federal, State, local, and
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Figure 12-3. U.S. Defined Benefit (DB) versus
Defined Contribution (DC) Plan Assets, 2015-24
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some corporate pension plans (e.g., California Public Employees’ Retirement
System (CalPERS) and Federal Employees Retirement System (FERS)). As a
result, the percentage of full-time private sector employees participating in DB
plans has significantly dropped from 80 percent in 1985 to only 11 percent in
2023 (BLS 2004, 2024). As of year-end 2024, DB plan assets were $12 trillion,
whereas defined contribution plan assets were $30 trillion (ICI 2025), about 70
percent of all U.S. retirement assets (see figure 12-3).

Because of the SEC’s accredited investor regulation and litigation risk
under ERISA’s fiduciary rules, defined contribution plans’ allocation to private
markets, as of 2024, has been negligible, with 30 percent allocation by DB plans
relative to only 0.1 percent allocation by defined contribution plans (Ghosh
2024; Hall 2025). The scale of U.S. retirement assets held by DC plans suggests a
substantial cost for retail investors who miss out on the high-growth opportuni-
ties and diversification benefits of private markets.

Retail Access to Investments in Private Markets:
An Overview of Regulatory Barriers

The U.S. SEC’s accredited investor definition that sets forth minimum income
and net worth requirements has restricted direct retail access to private market
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investments since 1982.2 The SEC defines accredited investors as individuals
who exceed income or net worth thresholds, have professional certifications,
are “knowledgeable employees” of private funds, or are a “family client” of a
family office (SEC 2025). In principle, these criteria are supposed to serve as
proxies for an investor’s level of financial sophistication and tolerance for risk. In
practice, the criteria have proven to be an insufficient proxy and highly restric-
tive—only 18.5 percent of U.S. households meet the definition (SEC 2023). With
the accredited investor definition prohibiting direct retail access to private
markets, retail investors must rely on retirement plans pooling capital and
investing in private funds as a single institutional accredited investor or quali-
fied purchaser to give retail nonaccredited investors access to private markets
(Poterba, Venti, and Wise 2009).2

Relative to DB plans, DC plans face higher litigation risk under DOL’s
ERISA fiduciary rules, for two reasons.* First, responsibility for investment risk
and allocation decisions falls on the employer under DB plans compared with
the employee under DC plans (Broadbent, Palumbo, and Woodman 2006). DC
plans are, therefore, easier to sue, since the responsibility for funding the prom-
ised benefit does not fall on the employer, as in DB plans (Katz 2021). In Thole
v. U.S. Bank N.A. (2020), the Supreme Court held that DB plan participants
lack constitutional standing to sue plan fiduciaries for breach of fiduciary duty.
Second, liability under ERISA is tied to the prudence, low-cost, and adequate
disclosure for each investment within the portfolio under DC plans compared
with the overall portfolio under DB plans (Stoel Rives LLP 2022).

The key reason for the limited adoption among DC plans is that DOL has
issued limited and mixed guidance regarding private market investments. In
2020, DOL issued guidance stating that offering PE within a multi-asset, pro-
fessionally managed fund does not violate ERISA, subject to certain provisions
(DOL 2020). In 2021, DOL issued supplemental guidance warning that small DC
plans do not have the expertise to manage PE investments due to their illiquid
and complex nature (DOL 2021). The supplemental guidance essentially added

2The accredited investor definition was formalized in 1982 with the SEC’s adoption of
Regulation D. This definition was further amended by the 2010 Dodd-Frank Act and the
2012 JOBS Act. In 2020, the SEC expanded the accredited investor definition to add licensed
professionals but maintained the income and net worth criteria, among others. Under these
criteria, retail investors are only able to directly invest in offerings registered with the SEC, such
as public company offerings and offerings of registered investment companies.

3 Retail nonaccredited investors can obtain indirect exposure to private market investments
through pooled investment vehicles, currently limited to registered investment companies,
business development companies, and real estate investment trusts. Certain registered fund
structures, such as interval funds and business development companies, provide a certain
amount of guaranteed periodic liquidity while enabling the flexibility to hold illiquid securities
obtained in exempt offerings (i.e., private market investments).

4 The litigation risk for DC plan managers when including private market investments stem
from participants filing class action lawsuits for breaches of fiduciary duty such as through
excessive fees, inadequate due diligence, and imprudent investment selection processes.
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caution and limited the potential for offering PE investments only to large and
well-established DC plans. In 2025, DOL rescinded the 2021 supplemental
guidance in response to President Trump’s Executive Order encouraging retail
access to alternative assets (DOL 2025; White House 2025). By rescinding the
2021 guidance, DOL has taken an important step in unlocking private market
investments for millions of Americans through their DC plans.

The Quantitative Benefits of Expanding
Retail Access to Private Equity Investments
through Defined Contribution Plans

This section describes the quantitative benefits of expanding retail access
to private markets through DC plans. The analysis here focuses on one class
of private market investments—private equity—and notes that there may be
an additional benefit from DC plan investment in other classes of alternative
investments.

Diversification and Higher Risk-Adjusted Returns for Retail Investors

In addition to outperformance relative to public equity, the inclusion of private
market investments within a diversified portfolio may enhance risk-adjusted
returns. The imperfect correlation of private market investments with tradi-
tional assets such as stocks and bonds may allow private market investments
to function as a diversifying asset class within a broader investment portfolio.
In particular, the addition of PE to a traditional portfolio of stocks and bonds
enables investors to achieve a higher level of excess return per unit of risk
(risk-adjusted return) than would otherwise be possible. The analysis here uses
mean variance analysis to demonstrate the potential diversification benefit of
including PE in a portfolio of traditional assets.

Portfolio weights. To mimic portfolios for various age groups, the analysis
here constructs portfolios with a fixed allocation to bonds that increases with
age. It particularly relies on the typical glide path used in retirement portfolios
that shifts the portfolio’s allocation from high-risk assets to low-risk assets as an
investor approaches retirement (Vanguard 2020). For each set of portfolios, the
fixed allocation to bonds is varied from 10 percent (young) to 50 percent (old)
to reflect the shift to less risky assets with age. Figure 12-4 shows illustrative
weights by age cohort under different PE allocations. Thus, a bond allocation
of 10, 20, 30, 40, and 50 percent would correspond to the typical allocation
observed for, respectively, a 25-, 35-, 45-, 55-, and 65-year-old.

Two sets of portfolios are constructed: (1) traditional portfolios with stocks
and bonds (“non-PE portfolios”) and (2) alternative portfolios with stocks,
bonds, and private equity (“PE portfolios”). For non-PE portfolios, the allocation
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Figure 12-4. lllustrative Private Equity (PE) Allocations (Weights) by
Age Cohort
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Source: CEA calculations.

to stocks is defined residually as the difference between 100 percent and the
fixed allocation to bonds. For PE portfolios, the allocation to PE is varied from 5
to 30 percent, and for stocks, residually, as the difference between 100 percent
and the sum of the fixed bond and PE allocations. Overall, there are five non-PE
portfolios and thirty PE portfolios (for the implied weights, see figure 12-5).
Portfolio mean-variance. For each of the 35 simulated portfolios shown
in figure 12-5, the portfolio mean, variance, and Sharpe ratio are estimated using
equations 1 through 3 and inputs from table 12-1. For portfolio p, the portfolio
mean return (rp) isthe weighted average of the expected returns of each assetin
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Figure 12-5. Portfolio Allocations (Weights) in Simulated Private
Equity (PE) versus non-PE Portfolios

PE allocation
0% 5% 10% 15% 20% 25%

Bonds Implied stocks allocation =
allocation (100% — bonds allocation — PE allocation)
Non-PE .

portfolio PE portfolios
Young| 10% | 90% | 85%  80%  75%  70%  65%  60%
20% 80% 75% 70% 65% 60% 55% 50%
l 30% 70% 65% 60% 55% 50% 45% 40%
40% 60% 55% 50% 45% 40% 35% 30%
Old 50% 50% 45% 40% 35% 30% 25% 20%

Source: CEA calculations.
Note: Green indicates allocation to safe assets such as bonds and red indicates allocation to
riskier assets such as stocks and private equity.

the portfolio. The portfolio variance (aﬁ) measures the return variance of each
asset as well as the covariance between asset returns to capture diversification
benefits. The portfolio Sharpe ratio (Sharpep) captures the excess return an
investor earns per unit of risk and reflects a risk-adjusted return.

Ty = WppeTpg + Wy pyTey + Wy pTp )

2,2 2 2 2 2 2
05 = Wy ppOpg + Wy pyOpy + Wy 05 + 2Wp, ppWy pyOpppy + 2Wp peWp g0Opg g + 2Wp pyWp 50py s 2

Sharpe, = r”a_rf (3)

P

where:

* TpTpE Tpy, T'p, Trireturns for portfolio (p), private equity (PE), public
equity (PU), bonds (B), and a short-term risk-free asset ().

*  Wy,pE» Wy py, Wy B portfolio weights for private equity, public equity, and
bonds.

. 05, G;%E, Ggu, Ug: variances for portfolio, private equity, public equity, and
bonds.

* Opgpy» OpEg,B, Opy,p- Covariances between private equity and public eq-
uity, private equity and bonds, public equity and bonds.

* Op:standard deviation of the portfolio.

The inputs to the portfolio mean-variance analysis use annualized esti-
mates over the period 1998-2020 from Korteweg and Westerfield (2022). For
stocks and bonds, the estimates are based, respectively, on the Vanguard Total
Stock Market Index (VITSX) and the Vanguard Total Bond Market Index Fund
(VBTIX). For PE, the estimates are based on Cambridge Associates’ U.S. Private
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Table 12-1. Inputs for Portfolio Mean-Variance Analysis

Stocks Bonds Private equity

Mean 7.58 4.89 10.04
Standard Deviation 17.67 3.4 25.91
Sharpe Ratio 0.32 0.90 0.31
Correlations

Stocks 1 -0.39 0.82

Bonds 1 -0.39

Private equity 1

Source: Korteweg and Westerfield 2022.
Note: We use the unsmoothed estimates for private equity buyout funds to address the net asset
value—staleness problem.

Equity Benchmark Index, which tracks the performance of a portfolio of PE
funds on a net-of-fee basis. To overcome the problem of the staleness in net
assetvalues (“NAV-staleness”) observed in private markets due to less frequent
valuations and reporting delays by private fund managers, the analysis here
relies on the unsmoothed estimates for PE (buyout) calculated by the authors.
Table 12-1reports the mean, standard deviation, and Sharpe ratio for each of the
three assets as well as the correlations between assets.® Note that bonds have
the highest Sharpe ratio, followed by stocks and PE.

Portfolio Sharpe ratio. For each of the 35 simulated portfolios, a risk-
adjusted return (Sharpe ratio) is calculated from equation 3 to assess the diver-
sification benefit from adding PE to a traditional portfolio of stocks and bonds.
For each age cohort, the PE and non-PE portfolios are compared to identify who
benefits most from adding PE, and at which allocation of PE. A higher Sharpe
ratio for a portfolio with PE relative to one without PE is consistent with a diver-
sification benefit. Figure 12-6 shows the difference in Sharpe ratios between PE
and non-PE portfolios for each age cohort (based on the relative allocation to
bonds with age).

Mean-variance findings. The mean-variance analysis (see figure 12-6)
points to three key findings. First, all age cohorts benefit from higher risk-
adjusted returns (Sharpe ratio) by adding a 5-10 percent PE allocation to a
traditional portfolio of stocks and bonds. Second, the younger age cohorts
benefit more from an allocation to PE relative to older age cohorts. Younger
age cohorts realize a higher risk-adjusted return from an allocation to PE over
the entire range of 5-30 percent, whereas older age cohorts realize lower risk-
adjusted returns from an allocation to PE that exceeds 5-10 percent. For older
cohorts, the higher PE allocations result in lower Sharpe ratios because they

5 The covariances for equation 2 are computed by scaling up the correlations (from table 12-1)
by the product of the standard deviations of the two assets (e.g.,0pgpu = Ppepu X Opg X Opy).
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Figure 12-6. Difference in Sharpe Ratios Between Private Equity
(PE) and non-PE Portfolios by Age Cohort
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Note: Each dot/triangle represents the difference in Sharpe ratio of a PE portfolio relative to a
non-PE portfolio, where allocations to PE vary from 5-30 percent, allocation to bonds are
fixed based on age cohort, and the residual allocation to stocks is such that weights sum to
100 percent.

already hold a high allocation of bonds that have a higher Sharpe ratio relative
to stocks or PE (see table 12-1). Third, the portfolio with the highest Sharpe ratio
corresponds to higher allocations to PE as age decreases. Overall, the analysis
here is consistent with a diversification benefit (higher risk-adjusted return)
from adding PE to a traditional portfolio comprising stocks and bonds, and that
younger cohorts benefit the most.

Household Retirement Saving and Output Gains for the Real Economy

To estimate household retirement savings and output gains from expanding
retail access to PE investments through their DC retirement plans, the analysis
proceeds in two steps. First, mean-variance analysis finds the optimal house-
hold portfolio allocation to PE, given their risk aversion. Second, a Harberger
(1962) two-sector equilibrium model estimates output gains from household
allocation to PE. By integrating a household-level portfolio allocation with a
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Figure 12-7. Portfolio Allocations Before and After Eliminating
Private Equity Restrictions
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Source: CEA calculations.
Note: For calculation details, see the appendix to this chapter.

two-sector model, the analysis demonstrates that easing restrictions on DC
plans to allow for more PE investments increases lifetime income for households
and aggregate income for the United States.

Household allocation to private equity given risk aversion. To determine
optimal household allocations to private equity, the analysis proceeds as follows
(see the appendix for the calculation of figure 12-7). First, data from the Federal
Reserve’s Survey of Consumer Finances (Aladangady et al. 2023) on holdings
in retirement accounts by age cohort are combined with data from Vanguard
(2025, 57) on PE share by age cohort (see figure 12-7, left panel). Second, it is
assumed that the observed holdings in PE are optimal and implied risk aversion
is estimated by age cohort. Third, the implied risk aversion is used to find the
optimal allocation between PE, public equity, and safe assets (see figure 12-7,
right panel). Across all age cohorts, the analysis here finds that households
would reallocate their holdings in public equity toward PE and safe assets.
Overall, the weighted-average PE allocation is about 20 percent, corresponding
to the allocation observed for DB plans (CalPERS 2024; BlackRock 2025).

Annuitized increase in lifetime income. Given optimal household port-
folio allocations, the analysis quantifies the additional lifetime income that
households gain from indirect exposure to PE through their retirement plans.
For each age cohort, the analysis projects the stream of returns from today
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Figure 12-8. Annuitized Increase in Lifetime Income by Age
Group

Percentage increase in annuitized lifetime income
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Source: CEA calculations.
Note: For calculation details, see the appendix to this chapter.

through the end of the cohort’s life and converts it into a constant annuity pay-
ment discounted at the portfolio return. To compute the annuitized increase
in lifetime income, the analysis repeats this calculation for household portfolio
allocations with and without PE and finds the increase in household retirement
investment portfolio income from an allocation to PE. Effectively, this metric
captures the percentage increase in lifetime income for a participant with a PE
portfolio allocation relative to a portfolio without a PE allocation, assuming the
participant smoothed all future retirement income into a constant payout from
today through the end of the participant’s life (Boyle and Hardy 2003).

Figure 12-8 plots the annuitized increase in lifetime income by age cohort
due to anallocation to PE by DC plans (see the appendix). The analysis finds that
the youngest cohorts benefit the most, with a 2.5 percent increase in annuitized
income relative to a 0.5-1.0 percent increase for the older cohorts. To calculate
the overall increase in annuitized lifetime income, a weighted average of the
annuitized percent increase is computed, with weights derived from cohort
share of retirement wealth—an aggregate increase of 1.3 percent.

Output gains. The analysis here utilized a stylized, static model with two
types of firms, public and private, that produce, using a Cobb-Douglas produc-
tion function with capital and labor as inputs. The two sectors differ initially
in their capital, labor, and productivity. Public and private capital stocks are
inferred from observed U.S. stock market capitalization and gross assets held by
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Figure 12-9. Output Gain as a Function of the Private Equity Cap
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Source: CEA calculations.
Note: For calculation details, see the appendix to this chapter.

PE funds, respectively. To recover productivity and labor for each sector, the
analysis relies on observed estimates of each sector’s value added to gross
domestic product (GDP) and require that wages are equalized across sectors. It
is assumed that capital markets are segmented such that returns are not equal-
ized between the two sectors. With initial conditions set, the analysis calculates
the change in capital and labor allocations if DC retirement financial capital flows
freely into the PE sector and the resulting gain in aggregate output, while hold-
ing the rest of the economy fixed.

Figure 12-9 plots the gain in GDP as a function of the PE cap (see the
appendix). Because PE-backed firms are more productive than publicly listed
firms (e.g., Asker, Farre-Mensa, and Ljungqvist 2011; and Davis et al. 2014), as
restrictions oninvesting in PE are relaxed, more capital and labor are reallocated
from the lower-productivity public sector to the higher-productivity PE sector.
The analysis estimates that a full loosening of these restrictions would lead DC
retirement plans to allocate about 20 percent of their portfolio to PE, which
translates into an extra $35 billion in aggregate output, or about 0.12 percent of
GDP.

This estimate of the increase in aggregate output could be understated,
for several reasons: (1) There may be additional benefit from including private
market investments other than PE such as venture capital or hedge funds. (2)
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Assuming that nonequity portfolio allocations are risk-free overstates risk aver-
sion and understates the propensity of households to shift to PE. And (3) if the
model had captured dynamics, there could be an additional gain from the real-
location to the more productive PE sector in the form of higher aggregate capi-
tal.® At the same time, general equilibrium factors and relaxing the segmented
capital markets assumption could dampen the estimated aggregate gains.

Access to a Large, Diversified, and Stickier Capital Base for Fund Managers and
Private Companies

Private fund managers and fund portfolio (private) companies can significantly
benefit from defined contribution plan investments due to their scale, diversifi-
cation, and the long-term (stickier) nature of their capital. With respect to scale,
if DC plans allocate 5-30 percent of their assets to private market investments,
that would translate into $1.5-8.7 trillion in new capital for private fund manag-
ers and private companies, based on plan assets as of 2024. Because DC plan
assets are growing faster relative to defined benefit plan assets, the new capital
flowing to private fund managers / private companies is likely to also scale up
with the growth in DC plan assets. From 2019 to 2024, DC plan assets witnessed
an increase of 50 percent relative to only 20 percent for DB plan assets over the
same period (IC1 2020, 2025).

With respect to diversification, private fund managers (general partners)
are likely to benefit from diversifying their capital base because they typically
rely on a concentrated base of limited partners (investors) to fund their portfolio
companies. This diversification benefit can be especially pronounced during
cyclical slowdowns, insulating private fund managers and portfolio companies
from liquidity shocks that can slow down capital deployment and exits. With
respect to its long-term (stickier) nature, DC plan assets are typically invested
until retirement (for 30+ years) and face significant penalties for early withdraw-
als, providing fund managers with a largely stable capital base. An additional
benefit of DC plan assets for fund managers is their predictability, since alloca-
tions to DC retirement accounts typically stem from payroll contributions and
automatic enrollment/deferrals, and follow systematic glide paths. The predict-
ability of the income stream can help fund managers with investment sequenc-
ing and exit timing as well as fundraising to raise new private funds.

6 Since the model is static, the increased capital and output almost entirely results from
reallocation of capital from the less-productive public sector to the more-productive private
sector. The CEA allows the extra income from higher returns to translate into slightly more
savings and capital, but that effect is minuscule. If the CEA had modeled dynamics explicitly,
the increased productivity of capital could generate higher aggregate capital through more
investment, translating into additional gains not captured by the model’s estimates. See the
appendix for more details.

Unlocking Retail Access to Private Equity Investments through Defined Contribution Plans | 243



Liquidity and Price Discovery for Financial Markets

An important distinction between private and public capital markets is their
degree of liquidity and price discovery. Public markets are characterized by high
liquidity, transparency, and efficient price discovery, facilitated by regulated
exchanges and broad investor participation. In contrast, private capital markets
exhibit lower liquidity and transparency, with valuations determined through
negotiated transactions rather than continuous market pricing. As a result, the
NAV-staleness problem arises in private markets due to less frequent valuations
and reporting delays (Easton et al. 2023).”

ERISA fiduciary rules governing DC plan investments require “fair” valu-
ations at regular intervals. Therefore, private fund managers who choose to
accept capital from DC plans may be encouraged to produce more frequent
and audited valuations. As DC plans establish a significant footprint in private
markets, an important implication is that price discovery and liquidity for private
markets as a whole may witness a notable improvement.

Conclusion

U.S. regulatory restrictions—such as the SEC’s accredited investor definition
and DOL’s lack of guidance under ERISA’s fiduciary rules—have long restricted
retail access to private market investments through their DC retirement plans.
With the rise of private markets and the dominance of DC plans in the U.S.
retirement system, the restrictions on retail access to private market invest-
ments impose a significant cost, not just to retail investors, but also to fund
managers, private companies, financial markets, and the real economy. This
chapter has demonstrated that retail access to private market investments has
the potential to unlock several important benefits: (1) retail investors benefit
from diversification and higher retirement income; (2) private fund managers
and private companies benefit from access to a large, diversified, and stickier
capital base; (3) financial markets benefit from improved liquidity and price
discovery; and, (4) the real economy benefits from higher GDP.

The second Trump Administration has already taken an important step
toward realizing these benefits by issuing an Executive Order that directs
Federal regulators to revise guidance and rules, enabling defined contribution
plans to offer retail investors access to private market investments when rea-
sonably prudent (White House 2025).

"The NAV staleness problem arises when the fund’s net asset value does not accurately reflect
the current market value of the fund’s underlying assets, due to the less frequent pricing of
illiquid assets.
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Appendix: Quantifying the Macro and Micro
Effects of Portfolio Allocation to Private Equity
Through Defined Contribution Plans

This appendix describes a tractable and static model used to quantify the
macroeconomic effects of relaxing portfolio allocation caps for PE investments
within DC retirement accounts. The model builds a micro-level household
portfolio optimization and aggregates for macro effects. In the micro block,
households solve a static portfolio problem under constant relative risk aversion
(CRRA) preferences and constrained access to PE. When policy loosens con-
straints through expanding DC plans’ access to PE, financial capital flows out of
public equity and into PE. In the macro block, the extra capital allocated to PE
induces a reallocation of labor between private and public markets.

Micro Effect: Portfolio Choice Problem

In the micro problem, a household chooses portfolio weights for PE, public
equity, and a safe asset. A static economy in which there are three assets is con-
sidered here. A household can allocate its portfolio toward a risk-free asset (with
portfolio weight o), public equity (w"’?), or private equity (w™). The portfolio is
constrained by:

wf =1— wPUB — »PE, 0< wPlUB, wPE <1, 0< wPUB 4+ wPF < 1.

The vector of risky allocations is w = (w"8, w’)". Each asset has respective
returns R, R™E, and R. The associated vector of excess returns, expected
excess returns, and the covariance matrix is given by:

R® = (RPVB — Rf RPE _RAT, uw=E[R?], X =Var(R®).

To account for investors’ desire to hedge against nonasset income risk
(e.g., labor income or background consumption shocks), the analysis here intro-
duces an additive hedging vector h. One can think of the household as solving
a mean-variance problem derived from an approximation to a constant relative
risk aversion utility parameterized by y. The analysis compares the solution of the
unconstrained problem to the solution with an additional constraint w?? < @*E.

Unconstrained problem. In the unconstrained problem, there is no
restriction on PE holdings except that they must be less than 1. This is just the
standard mean-variance (“M-V”) problem:

V4
T roT
wp%a}zmw (u+h) o Tw
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Essentially, households are choosing portfolio allocations to maximize
returns and minimize variance. The more risk-averse that households are, which
is captured by a higher y, the more they penalize the variance term. The result-
ing optimal portfolio weights are given by:

1 1
T =;(u+h) = w*=;2‘1(u+h),

which is the standard M-V solution together with a hedging term, h.
Constrained problem. Up to now, it has been assumed that the house-
holds can freely choose allocations to PE. Instead, suppose there is a binding PE
cap wPf < wPE. Thisis shorthand for implicit limits on DC plans to hold PE. In the
case where the cap binds, the household solves the one-dimensional problem:

Y _ _
Jmax {u)PUB(uPUB + hPUB) — Z[041 (wPYB)% + 2 04, wPVE OFE + Gzz(a)PE)z]}.
0=w <l1-w 2

This has the solution:

(“PUB + hPUB) — Yoy EPE

Y 011

WwPUB =

To ensure that the household obeys feasibility constraints, the optimal
public equity allocation is:

PUB 4 }PUBY _ —pg
u)PUB=min{max{0 W AR =Y } 1—6”5}.

Y 011

Private equity allocations without constraints. Now, it is asked how high
the PE allocation would be as the constraint is relaxed for different age groups.
This requires one to first calibrate parameters. The first set of parameters are
common to all household types. It is assumed that the baseline return on the
safe asset is the risk-free rate, r, = 0.03 (8 percent annually). This serves as the
benchmark for computing excess returns on risky assets. Thus, the expected
excess return vector is specified as:

0 =[uPYE - ry, uPE - 1] T = [0.08 - rr, 0.10 - 1] T = [0.05,0.07] T

The variance-covariance structure of asset returns is defined from
Korteweg and Westerfield (2022) as:

Var(PUB) COV(PUB, PE)] _ [0.031 0.038

Y= \cov(PE,PUB)  Var(PE) 0.038 0.067

These values approximate real-world observed volatilities and co-move-
ments between public and private equity. To account for investors’ desire
to hedge against nonasset income risk (e.g., labor income or background
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consumption shocks), an additive hedging vector: h = [0.0004, 0.0004]" is
introduced (see Duffee 2005). This term enters the first-order condition identi-
cally across age and asset classes, reflecting uniform marginal hedging benefits
of risky assets.

The analysis distinguishes between age groups by variation in risk aver-
sion. Vanguard (2025, figure 60) household financial survey data show asset
allocations by age group. With return and volatility calibrations, the first-order
condition from the mean-variance problem is used when w2 =0, and the equa-
tion is inverted to solve for y given each age group’s observed allocation to w"s.
The resulting values represent cohort-specific degrees of risk aversion that
rationalize their baseline asset allocation under the assumed M-V framework
with hedging preferences.

Given parameters, the allocations are recomputed as a function of the
constraint cap for each age group. Figure 12-7 shows the optimal allocations by
age group when there is no cap.

Quantifying the gain in annuitized lifetime income. To assess the
long-term welfare implications of PE reform, cohort-specific portfolio returns
are translated into gains in annuitized lifetime income. For any cohort with T
remaining years and return paths r’ (pre-reform) and r! (post-reform), define
the discount factor (d) and corresponding annuity factors (4F) as:

-1

t 1 T
-l anm(Yat) im0

{s=0} t=0

The counterfactual no-cap return path r! is cohort-specific and age-
dependent. For each cohort, future ages are mapped into the corresponding
age-bin risk aversion and optimal portfolio weights are recomputed for each
year. The starting point is the median age within each age group. When cohorts
transition into the next age group, their risk aversion changes as well. Under
these definitions, the percentage increase in annuitized lifetime income is:

AF1 - AFO

%Gain; = 100 - 1F
0

For each cohort, the calculation gives the percentage increase in the size
of the flat annual check (annuity) that could be drawn every year from today
until death at 78 (life expectancy for the U.S. population) after accounting for
transitionsin age and reform to allow PE allocations in DC plans. The gain comes
from the extra wealth due to higher returns from retirement portfolios. Because
the annuity factor discounts later years more heavily, early-life return changes
drive most of the gain. Consequently, younger cohorts experience larger gains
from relaxing the cap on PE DC allocations. Figure 12-8 shows the annuitized
increase in lifetime income by age cohort.
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The Macroeconomic Consequences of Private Equity Reform

Inputs from the micro block are now used to compute aggregate effects from
lifting implicit caps on PE allocations in DC retirement portfolios. The analysis
here is of a static, two-sector Cobb-Douglas production economy, showing
how lifting the PE cap leads to labor and capital reallocation across sectors, and
it quantifies the resulting change in aggregate output.

Environment. The analysis looks at a small open economy with two sec-
tors. Each sector j € {PE, PUB} produces with a Cobb-Douglas production func-
tion, given by:

— 1-
Y = AKFLE

It is assumed that labor is mobile across sectors, but that capital in each
sector is pinned down by the household sector’s portfolio choice. This assump-
tion requires segmented capital markets. There is one unit of labor divided
between sectors. The first-order condition for labor requires that, in each sector:

Y:
_ J
MPL;(L;) = (1 —a) T
'j
Let L, €(0,1) denote the fraction of total labor allocated to the PE sector.

Then, the public equity sector receives L, , =1~ L,,, and equilibrium requires:

Your _ Yee
1—Lpg Lpg

The solution to the nonlinear equation given above yields the equilibrium
labor allocation between sectors. Given initial value added by sector, how labor
getsreallocated by sector, given a change in the capital stock, can be calculated.

Calibration. As a first step, the change in financial capital from the house-
hold block needs to be mapped onto a change in productive, physical capital
in the real economy. To that end, an estimate of Tobin’s g, which is the ratio of
market to book capital, is used. Initial (pre-reform) capital stocks are computed
in each sector by dividing financial capital® in each sector by an economy-wide
estimate of ¢:°

Vin, pub _ 48 _ Viin, pe _ 1o

K, = _
0, pub dpub 1.75° "10,pe dpub 175

8 The CEA gets the value of financial public capital from SIFMA (2024) and the value of private
equity from SEC (2024, table 5.1).

9 An aggregate proxy is used from the Federal Reserve’s Flow of Funds Table B.103, lines 39
and 42 (Federal Reserve Bank of Saint Louis 2025). In particular, the market value of equities
(line 42) is divided by net worth (line 39), which yields a figure of 1.75. This is assumed to be the
same q for private and public firms.
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Assuming the same q for private and public markets likely understates the
PE capital stock, thus dampening any output gains. Because PE has an illiquidity
premium, it would trade at a discount relative to public equity. The PE illiquid-
ity premium implies that the current market price must be lower for the same
capital stock.

Next, output is estimated for each sector Y. From Schlingemann and Stulz
(2022), 25 percent of GDP is from public equity, while Ernst & Young (2024)
estimates that 7 percent of GDP is produced by PE-backed firms. That implies
a value added of $7.5 trillion and $2.1 trillion, respectively.® It is assumed that
the capital share takes a standard value of 0.35, and is identical across sectors.
Finally, sector-specific total factor productivity is calculated by solving for pro-
ductivity for each sector A, given observed value added, capital, and labor:

Y

Aj=——— forj e (pub, pe}
TOKS Ly

This ensures that the pre-reform economy exactly reproduces the observed
value added of each sector.

Effect of private equity reform on aggregate outcomes. The analysis
now considers how unrestricted PE allocations would affect aggregate out-
comes. This is a function of two sources: reallocation to a higher productivity
sector and a restrictive notion of capital deepening. After the policy reform,
DC plan investors reallocate a share of their portfolios to PE. This triggers new
financial flows into each sector:

AF; = Kpc - (s1; — So,j),

where AF, is the change in financial flows into each sector given the reform and
Sy, is the post-reform PE allocation share. These flows translate into real capital
increases, via Tobin’s g:
I |
AK; _q_,-’ Ki = Ky + AK;
The analysis then solves for post-reform labor shares by reimposing
equality of marginal products of labor:

Kipup \* Kipe\®
(1 - o‘pub)“lpub <1 ipzp) = (1 - O‘pe)Ape (f)

© This relies on a nominal GDP of $30 trillion, which the CEA takes from BEA (2025, table 1.1.5,
line 1) for 2025:Q1.
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Post-reform sectoral output and the percent change are:

Yoi=4 - (K) (L) ™ Av%) = (% - 1) -100
0,j
This formula yields the percentage change in sectoral output from real-
location. Additional change comes from capital deepening. Because household
returns go up, they save alittle bit more because the marginal propensity to save
(MPS) is positive. We use Sokolova (2023) to compute the MPS as approxi-
mately 0.18. As a result, the extra retirement capital is:

Aggregate Gain
L.Mps)

Kpc =30 (1
be (+ 100

Where the aggregate gain is the weighted increase in annuitized income.
Finally, the GDP gain is computed as:

AGDP(%) = 0.25 - AYyyp + 0.07 - AY,.

Figure 12-9 shows the gain in GDP as a function of the PE cap.
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Chapter 13

The Cost of Capital Misallocation to ESG
Investments with an Environmental Focus

A large body of finance literature establishes that corporations exist to maximize
shareholder value (e.g., Modigliani and Miller 1958; Friedman 1970; Meckling
and Jensen 1976; Fama and Jensen 1983; Shleifer and Vishny 1997). Under U.S.
State and Federal laws, fiduciary duty—encompassing care (including prudence)
and loyalty—requires corporate directors and asset managers (fiduciaries) to
maximize risk-adjusted returns for their shareholders and investors, respectively.
Corporate directors are obliged by State corporate laws (primarily those of
Delaware) and Federal laws for public companies, including the Securities Act
of 1933 and the Securities Exchange Act of 1934; asset managers are obliged by
Federal law, including the Investment Advisers Act of 1940 and the Employee
Retirement Income Security Act of 1974. In Fifth Third Bancorp v. Dudenhoeffer
(2014), the U.S. Supreme Court held that fiduciary investment decisions must be

made for the sole purpose of maximizing risk-adjusted returns.

The rise in environmental, social, and governance (ESG) investing over the past
decade has sparked a controversy over whether corporate directors and asset
managers are in breach of their fiduciary duty when nonpecuniary ESG factors
influence investment decisions. An important economic implication is that
capital misallocation to ESG investments reduces investment efficiency and

constrains aggregate economic growth.

In this chapter, the CEA quantifies the extent of capital misallocation to envi-
ronmentally-focused ESG investments and the corresponding loss of gross
domestic product (GDP). The CEA’s estimates show that, between 2016 and

2023, the systemic misallocation of financial capital to environmentally-focused
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(or “green”) investments reduced U.S. GDP by $98 billion to $196 billion, or
an average of about 0.07 percent of GDP per year. Of total output losses that
can be attributed to capital misallocation in the United States over the period
2016-23, environmentally-focused ESG investments account for about 10 per-
cent. The CEA’s findings point to a significant cost to investors and the broader
economy from ESG investments. Consistent with these findings, it is expected
that the Trump Administration’s steps to eliminate nonpecuniary ESG factors
from investment decisions has the potential to raise U.S. GDP and benefit all

Americans.

The Rise of ESG Investing and
Resulting Capital Misallocation

ver the past decade, ESG investing has expanded rapidly, driven by

fiduciary-imposed ESG constraints to prioritize nonpecuniary envi-

ronmental, social, and governance factors. Among the key reasons for
this shift is the Paris Agreement (United Nations 2015), which the United States
and 194 other parties adopted on December 12, 2015, pledging to reduce green-
house gas emissions and limit global warming."

ESG encompasses environmental (E) factors, such as emissions and natu-
ral resource use; social (S) factors, such as labor standards and diversity, equity,
and inclusion (DEI); and governance (G) factors, such as the independence of
boards of directors and shareholders’ rights. While governance factors have
long played an important role in investment decisions in the United States, the
sharp increase in environmental activism has been rather recent (Agoraki et al.
2025). This chapter focuses on the environmental factor of ESG investing, since
it is more accurately measured relative to the social or governance factors and
has been the focus of most of the academic literature on ESG.?

Around 2016, a significant segment of institutional investors—including
sovereign wealth funds, pension funds, and ESG-dedicated asset managers—
became willing to accept lower expected returns in exchange for ESG exposure,

"Under both Trump Administrations, the United States formally withdrew from the Paris
Agreement—initially in November 2020 after the 2017 announcement under the first Trump
Administration, and subsequently in January 2025 under the second Trump Administration—
reversing the U.S. engagement in international climate commitments and signaling a retreat
from multilateral climate governance.

2 For example, carbon emissions and energy use under the environmental factor are easier to
measure relative to employee well-being under the social factor or board independence under
the governance factor.
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Figure 13-1. Green Share of Market Capitalization and Green-to-
Brown Return Ratio, 2009-23
= Market cap green share —R/R;p
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Sources: LSEG 2025; Gormsen, Huber, and Oh 2025; CEA calculations.

Note: Rg/Rjg = the cost of “green” capital (R;) relative to the cost of “brown” capital (Rg). The
green share of market cap is from LSEG (2025) and the ratio of green to brown costs of capital is
from Gormsen, Huber, and Oh (2025).

thereby bidding up ESG valuations above fundamentals (Barber, Morse, and
Yasuda 2021; Geczy, Stambaugh, and Levin 2021). A key driver of institutional
flows into ESG has been guidance from the U.S. Department of Labor (DOL
2015), issued on October 26, 2015, suggesting that consideration of ESG fac-
tors in investment decisions is not incompatible with fiduciary duties under the
Employee Retirement Income Security Act of 1974.

Figure 13-1 shows that, since 2016, the cost of “green” capital (R,) has
declined relative to the cost of “brown” capital (R,), while the green share of the
global stock market has significantly increased. In theory, pricing distortions
would not persist in an efficient and competitive market because arbitrageurs
who do not face ESG pressure would offset higher green valuations by shorting
green assets and overweighting brown assets until green and brown returns
converged.

In practice, however, several frictions constrain these arbitrage forces
and allow ESG distortions to persist. First, institutional investors face man-
dates, benchmarking constraints, and reputational concerns that place limits
on their brown exposure (Pastor and Vorsatz 2020). Second, information and
measurement frictions lead ESG ratings to diverge sharply across providers.
This divergence introduces uncertainty about what is truly “green” or “brown”
and increases the cost of arbitrage (Berg, Kolbel, and Rigobon 2022). Third,
ESG flows are slow-moving—private funds respond slowly to price changes—
due to regulatory and liquidity constraints (P&stor, Stambaugh, and Taylor
2022). Fourth, persistent transition risks, such as uncertain climate policies and
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technological disruption, sustain a carbon premium on brown firms (Bolton
and Kacperczyk 2021), reinforcing return differentials. As a result, even if an
arbitrage opportunity exists in the short run, firms may choose not to act on the
opportunity due to long-run policy uncertainties.

Because ESG-driven demand introduces a structural distortion in asset
prices that is not easily undone by arbitrage, nonpecuniary demand for ESG
assets distorts the allocation of capital. As investors pay more for ESG assets,
despite receiving equivalent cash flows from brown assets, ESG asset prices
rise above fundamentals, lowering expected returns and financing costs. As a
result, firms with higher ESG scores benefit from a lower cost of capital relative
to non-ESG or carbon-intensive firms. An ESG premium (or “greenium?”) arises
from the systematic difference in expected returns and financing costs between
green and brown assets. By reducing the financing costs of ESG firms, the pre-
mium directs capital toward ESG or environmentally-aligned activities, regard-
less of their relative productivity. Meanwhile, highly productive brown firms
face higher financing costs, which constrains investment and dampens overall
efficiency. This wedge between financial valuations and productive efficiency
results in the misallocation of capital and, over time, reduces long-run GDP.

Estimating Output Losses and the Share
of U.S. Capital Misallocation from
Environmentally-Focused ESG Investments

In this section, the CEA estimates output costs from capital misallocation to
environmentally-focused ESG investments and quantifies their share of total
capital misallocation for the U.S. economy.

Output Losses

The calculations here utilize a static model with two sectors: a real sector and a
financial sector. The real sector produces output using labor that is inelastically
supplied from households and two types of capital: green and brown. These
two types of capital are imperfect substitutes, differing only in their relative
importance for producing capital. The financial sector represents large financial
institutions and allocates a unit supply of capital between green and brown
capital. The real sector interacts with the financial sector such that the real
sector’s demand for capital depends on the financial sector’s pricing of each
capital type. An important feature of the model is that the financial sector’s
demand for green assets drives a wedge in green-brown financing costs that
is independent of productivity. In particular, the financial sector’s demand for
green assets drives a higher price and, in turn, a lower financing cost for green
capital. As green capital becomes cheaper to finance relative to brown capital,
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Figure 13-2. Estimated Output Losses from Capital Misallocation to
Environmentally-Focused ESG Investments

GDP loss (percent)
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Source: CEA calculations.

Note: B = billions. For calculation details, see the appendix to this chapter. Data labels are GDP
losses reported in billions of 2024 dollars. The range of shaded values is for the elasticity of
substitution between green and brown capital, o = [2,4].

firms use more green capital, which distorts the overall allocation of capital
in the economy. The disconnect between financial valuations and productive
efficiency due to the financial sector’s demand for green assets results in capital
misallocation that generates output losses.

Figure 13-2 shows CEA-estimated output losses from capital misalloca-
tion to environmentally-focused ESG investments. From 2016 to 2023, it is esti-
mated that capital misallocation to environmentally-focused ESG investments
generated output losses of $146 billion, about 0.5 percent of U.S. GDP in 2024.
Using a range for the elasticity of substitution between green and brown capital,
the implied range of output costs is $98 billion to $196 billion or about 0.07
percent of GDP per year on average. (See the appendix to this chapter for a full
description of the model environment, equilibrium conditions, and parameter
calibration that underpin figure 13-2’s estimates.)

Share of Total U.S. Capital Misallocation

In the canonical misallocation literature, capital misallocation arises when dis-
persion in firms’ effective costs of capital prevents the equalization of the mar-
ginal products of capital across firms. When the effective cost of capital varies
across firms for nonproductivity reasons, capital flows toward lower-cost rather
than higher-productivity uses, leading to lower aggregate productivity and total
output (Hsieh and Klenow 2009; Restuccia and Rogerson 2017). Building on
this framework, Faria-e-Castro, Kozlowski, and Majerovitz (2025) estimate the
extent of capital misallocation in the United States by calculating a firm-level
social cost of capital—the opportunity cost to society of deploying an additional
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Figure 13-3. Estimated Share of Total U.S. Capital Misallocation
from Environmentally—Focused ESG Investments

Share of misallocation from environmentally—focused ESG investments (percent)
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Source: CEA calculations. The denominator comes from Faria-e-Castro, Kozlowski, and
Maijerovitz (2025, figure 4).
Note: For calculation details, see the appendix to this chapter. The range of shaded values is for
the elasticity of substitution between green and brown capital, g = [2,4].

unit of capital efficiently. Using the dispersion in the social cost of capital across
firms as a measure of misallocation, Faria-e-Castro, Kozlowski, and Majerovitz
(2025) estimate that output loss due to capital misallocationis 0.5 to 1percentin
the United States—a small loss compared with those of other countries.®

Figure 13-3 benchmarks CEA-estimated output losses due to capital
misallocation from environmentally-focused ESG investments against total
capital misallocation estimated in the United States. Faria-e-Castro, Kozlowski,
and Majerovitz (2025) estimate that capital misallocation cost the United
States, on average, 0.54 percent of GDP over the period 2014-19, 1.11 percent
over 2020-21, and 0.76 percent over 2022-23. CEA-estimated output losses
from environmentally-focused ESG investments account for a significant and
steadily increasing share of total U.S. capital misallocation (figure 13-3). In par-
ticular, the CEA estimates that the share of total U.S. capital misallocation from
environmentally-focused ESG investments reached an all-time high of about
20 percent in 2023 and averaged about 10 percent over 2016-23.

3 See Faria-e-Castro, Kozlowski, and Majerovitz (2025) for the 0.5-1 percent estimate and
a comparison between the United States, Mexico, Brazil, and Pakistan. See Bartelsman,
Haltiwanger, and Scarpetta (2013) for a comparison between the United States and Europe,
and see Hsieh and Klenow (2009) for a comparison between the United States, China, and
India.
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The Administration’s Efforts to Eliminate
Capital Misallocation to ESG Investments

The Trump Administration has issued a series of Executive Orders designed to
limit the influence of nonpecuniary ESG factors in investment decisions that
come at a cost to investors and the U.S. economy. First, the Administration
rescinded climate and environmental regulations that enabled capital to flow
based on environmental signaling rather than expected financial returns (White
House 2025a). Second, the Administration withdrew the United States from the
Paris Agreement and other international climate commitments, weakening the
regulatory and policy infrastructure supporting the environmental criteria in
ESG investing (White House 2025b). Third, the Administration ended Federal
DEI programs that encouraged socially motivated investment (White House
2025c¢). Fourth, the Administration mandated regulatory review of proxy advi-
sory firms’ ESG and DEIl recommendations, limiting the influence of nonfinancial
factors in shareholder voting and fiduciary investment decisions (White House
2025d).

After the Administration issued its pertinent Executive Orders, financial
regulatory agencies such as the U.S. Securities and Exchange Commission
(SEC) and DOL implemented regulatory actions to operationalize limits on
nonpecuniary ESG investment. For example, the SEC ceased defending its
2024 climate disclosure rule in court in March 2025 and withdrew its proposed
ESG-related regulationsin June 2025, including enhanced ESG fund disclosures
and shareholder proposal reforms—effectively rolling back mandatory climate
risk transparency and weakening the influence of ESG factors on investment
decisions. Meanwhile, DOL withdrew its defense of the ESG fiduciary rule for
retirement plansin May 2025 (Miller & Chevalier 2025), effectively rescinding its
2022 ESG guidance—signaling a shift toward a skeptical stance on ESG invest-
ing under the Employee Retirement Income Security Act.

Conclusion

Since 2016, the rise of ESG investing due to fiduciary-imposed ESG constraints
has distorted the allocation of capital, imposing a significant cost on investors
and the broader U.S. economy. The CEA estimates that, from 2016 to 2023, the
cumulative output loss from environmentally-focused ESG investments alone
cost the U.S. economy about $98 billion to $196 billion. The estimated output
losses from environmentally-focused ESG investments constitute a significant
and growing share of total U.S. capital misallocation, reaching an all-time high
of about 20 percent in 2023 and averaging about 10 percent over the period
2016-23. The CEA’s estimates represent a lower bound on the true extent of
outputloss and capital misallocation due to ESG investing since it only quantifies
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the environmental component of ESG; there may be additional losses from the
social and governance components.

Recognizing the substantial cost of capital misallocation to ESG invest-
ments, the Trump Administration has already taken important steps to eliminate
the influence of nonpecuniary ESG factors on investment decisions. Moreover,
financial regulatory agencies have taken regulatory actions and issued guid-
ance, consistent with their fiduciary duty under U.S. State and Federal laws, that
investment decisions should solely be based on risk-adjusted financial returns.
These important steps, and future actions under the current Administration
aimed at directing capital to its most productive use, will reduce costly misal-
locations from ESG investing, improve economic efficiency, and raise the living
standards for both working and retired Americans.

Appendix: Quantifying Output Losses from ESG
Investments with an Environmental Focus

This appendix describes the model and parameter calibration used to quantify
the output losses that can be attributed to environmentally-focused ESG
investments.

An Overview of the Model

To quantify the effect of capital misallocation to environmentally-focused (or
green) ESG investments, the CEA studies a static economy with two sectors.
The real sector produces output by combining labor with two types of physical
capital (green and brown). Real demand for capital interacts with the financial
sector’s pricing of each capital type. The financial sector owns claims to the cash
flows of each type of capital. A representative household owns the firm and all
financial claims, and supplies labor inelastically to the firm. The CEA abstracts
from households in this model to enable one to focus on how the financial sec-
tor’'s demand for green assets leads to production inefficiency through distor-
tions in the cost of capital.

The real economy. A representative firm produces homogeneous output
using a Cobb-Douglas production function Y = K*L'. The price of output is
normalized to 1. Households supply 1 unit of labor, L, inelastically. K is a constant
elasticity of substitution aggregator of green and brown capital, K, and K. Firms
face a perfectly elastic supply of capital services at the prevailing user costs of
capital r, and r,. These prices are endogenous equilibrium objects set in the
financial market but are taken as given by the firm.

The firm first determines the optimal mix of green and brown capital, and
then how much output to produce. Taking capital costs as given, the firm solves
a cost-minimization subproblem to determine the optimal mix of green and
brown capital:
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The solution to equation 1determines the optimal mix of green and brown
capital for any given level of aggregate capital. There are two key parameters.
First, 6 determines how prevalent green capital is in production. In practice, the
green share of the total capital stock is not very large. Second, the elasticity of
substitution ¢ governs how easily firms can substitute green for brown capital.
When ¢ = 0, green and brown capital types are perfect complements and firms
will use both types in constant proportions. The higher ¢ is, the more easily a
firm can reallocate toward the cheaper type of capital, with green and brown
becoming perfect substitutes as o — . For instance, if it became cheaper to
finance green investments and o is large, then firms would substitute toward
more green capital. The solution to equation 1 yields the optimal ratio of green
to brown capital, given the rental rates:

K, 6 (rg\?
—"‘=—(—B). @
Kg 1—-0\rg

Here, the CEA is primarily interested in how dispersion in the cost of capi-
tal leads to production inefficiency by inducing firms to use more green capital
than they otherwise would because it is artificially cheaper. The wedge in the
cost of capital is defined as:

T = logrg — logrg.

This wedge is interpreted as a kind of tax on brown capital. As determined
by Hsieh and Klenow (2009), the tax leads to dispersion in observed returns,
which distorts production. To see why, note that one can write the price index
of aggregate capital as:

Py =rg(0exp{—(1 — o)t} + (1 — 9))%. 3

At T =0, firms have no incentive to increase the use of either type of capi-
tal. This means that the input mix is efficient and the price of aggregate capital
is minimized. When t # 0, relative rental rates diverge and—because there is
imperfect substitutability between green and brown capital—firms cannot fully
reallocate toward the cheaper type of capital. As a result, the aggregate price of
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capital is inefficiently high and firms use more green capital than if there was no
price dispersion. This matters for output, which is given by:

=G

When trises, because brown capital becomes expensive to rent relative to
green, the aggregate price index rises; that is, aggregate capital becomes more
expensive. When capital becomes more expensive, firms use less of it, which
causes output to fall. The resulting output loss due to misallocation is:

L(t)=05-a-0-0(1—-0)- 72 (5)

The GDP loss depends on four forces. The capital share a scales the
importance of capital in production. Misallocation is costlier when capital is more
important. When t # 0, a higher elasticity of substitution between capital types,
o, leads to larger distortions in the capital mix and amplifies GDP loss. Finally, the
wedge, 1, captures dispersion in capital costs, with output loss increasing qua-
dratically in its size. The wedge is costly for any kind of price dispersion between
brown and green capital, not just when brown capital is more expensive. The
CEA does not explicitly model household behavior, and simply assumes that
households consume all output. In this case, welfare changes are proportional
to the changes in output given by equation 5.

The financial sector. The wedge in user cost comes from a preference
term that penalizes exposure to brown capital that can be viewed as a stand-in
for fiduciary-imposed ESG constraints.* Investors own the claims to capital’s
cash flows. Holding 1unit of the claim on type i entitles them to the flow payment
r,and costs v, so the return per dollar on asset i is r/v. It is assumed that the
financial sector dislikes brown exposure. They choose a share s, € [0,1] of their
portfolio in brown claims to maximize return per dollar net of a convex penalty
for brown exposure:

N .2

61 —s)+ 8 6)
max — — S —Sp —— Sp.
X e B) T, BT 5B

“The source of the return wedge does not affect the measurement of the efficiency costsin
this model. Any deviation in required returns across capital types induces a misallocation that
lowers output. It could arise from preferences, risk premia, regulatory frictions, or anything
else. All that matters for efficiency is the presence of the wedge, not its origin. That said,

we adopt a financial sector microfoundation based on preferences to provide a structural
interpretation based on our reading of the factors underpinning growth in ESG, and to connect
the model to observable data on asset prices and asset market shares.
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Here, n = 0 captures the penalty for brown capital: a higher n means higher
required compensation to hold brown assets. This could come from different
sources, such as regulatory constraints, ESG mandates, or an asset’s underlying
risk. It is assumed that the penalty is convex to reflect the idea that the marginal
disutility of holding brown capital rises with exposure to it.

The optimality condition from this problem shows that brown capital must
offer a higher return per dollar than green, with the premium exactly equal to the
marginal disutility of holding brown capital, ns,;:

s _To_ nSg. @)
Up Vg

This return wedge summarizes the trade-off faced by the financial sector
when allocating capital. As investors are forced to hold more brown capital, the
required compensation per unit held goes up. This drives up the required return
on brown capital, creating a wedge t in observed costs of capital. In turn, these
higher returns lower valuations, leading to a pricing gap between brown and
green assets. To capture this link, the CEA imposes a reduced-form pricing
relationship:

logv; — logvg = kr. (8)

This expression reflects standard asset pricing logic. When a higher return
on brown capital is required, its valuation must fall. This sensitivity is parameter-
ized by k> 0, which maps the rental wedge t into the green-brown valuation gap.
k exists only to ensure that an asset-pricing equilibrium exists that is consistent
with a given 7. Because firms’ choices and misallocation depend solely on T, k
is not calibrated and it plays no role in the quantitative results. (Below, it is dis-
cussed how equation 8 allows one to go from financial data to real misallocation.)

Market clearing. Let V, = vK, denoting dollar holdings in asset i, so that
total wealth is V = V_+ V,. The financial market clears when the dollar holdings
equal the market value of the capital firms use:

V= VG + VB = UGKG + vBKB'

The level of wealth, V, is endogenous and plays no allocative role; only relative
prices and returns matter.

Equilibrium. Taking the cost of capital r, as given, firms choose a cost-
minimizing mix of capital, according to equation 2, scaling up until the marginal
product of aggregate capital equals the price of capital, as shown in equation
3. Investors take (r, v,) as given and allocate their portfolio between green and
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brown assets to maximize return, net of a penalty for brown exposure, which
induces a required return wedge of size s, from equation 7 and a valuation
wedge from equation 8. Prices and valuations adjust such that markets clear.
When n = 0, all wedges vanish and the capital mix reflects only technological
efficiency; with n > 0, brown capital must offer a higher return, trades at a dis-
count, and is used less, which generates allocative inefficiency.

Model Parameter Calibration and ldentification

This subsection describes model parameters’ identification and calibration used
to estimate output losses from ESG investments with an environmental focus.

Capital share and elasticity of substitution. Following Fernald (2014),
the CEA sets the capital share a = 0.4. Based on literature estimates, the elastic-
ity of substitution o is set to a range from 2 to 4.5

Green-brown return wedge. The return wedge is calibrated as T = In
R,/R, using Gormsen, Huber, and Oh (2025); see figure 13-1above. The authors
estimate the perceived cost of capital for a large panel of publicly traded firms
based on firms’ weighted average cost of capital, as discussed on company
earnings calls. This measure represents the firm’s expected return on assets
(outstanding debt and equity) in financial markets. In other words, a firm’s per-
ceived cost of capital is the rental rate of capital that it faces. Unlike the actual
cost of capital measured from realized asset prices, the perceived cost of capital
has a direct bearing on a firm’s demand for green investments. A broader body
of recent literature also estimates a positive return wedge between brown and
green assets (i.e., brown investments have a higher expected return relative to
green investments), based on the actual cost of capital.®

Green share. The CEA uses the green share of market capitalization as
an input in measuring the undistorted share of green capital in production, 6.
Although financial values V, and physical quantities K, generally differ, the CEA’s
model implies that when 7 = 0, v, = v.. Under these conditions, the undistorted
green share of the real economy can be retrieved directly from financial shares:

Ve vk,  Kg
Ve+Vs v(Kg+Kg) Kg+Kg

6. 9

5 Gormsen, Huber, and Oh (2025) use ¢ = 3 in their quantitative analysis. Papageorgiou, Saam,
and Schulte (2017) find o = 2, while Stockl and Zerrahn (2023) estimate o = 4.

8 Recent literature also finds that brown returns are higher than green returns. See, e.g., Hsu,
Li, and Tsou 2023; Lioui and Misra 2023; Crosignani, Osambela, and Pritsker 2024; Giglio et al.
2025; Bolton and Kacperczyk 2021; Pastor, Stambaugh, and Taylor 2022; Lindsey, Pruitt, and
Schiller 2021; Chava 2014; Faccini, Matin, and Skiadopoulos 2023; Eskildsen et al. 2024; Baker,
Egan, and Sarkar 2024; Cheng et al. 2024; and Berk and van Binsbergen 2025.
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Therefore, 6 is normalized using a period with a negligible wedge. Figure
13-1above shows that from 2009 to 2015, the wedge was close to zero and the
green share of the market cap was constant, consistent with LSEG (2025) and
Pastor, Stambaugh, and Taylor (2025). This period is used to calculate an aver-
age 60 =~ 0.06. In this step, equation 8 is relied on to assume that k is stable over
time. This allows one to interpret the constancy of green-brown valuation ratios
during the period 2009-15 as evidence that the underlying rental wedge 7 was
essentially zero in that period. Subsequent movements in valuation ratios are
then read as changes in 7 rather than changes in k, which provides the identify-
ing link between financial valuations and the real-side wedge used in the misal-
location calculations.

Model Results: Output Losses

Using the pinned-down structural parameters and the time series for green-
brown wedges, the CEA estimates the misallocation-driven output loss using
equation 5. Since losses scale with 72, the GDP loss implied by the range of
substitutability o values grow nonlinearly as the wedge widens. Cumulatively,
from 2016 to 2023, the loss sums to $146 billion, which is about 0.5 percent of
U.S. GDP in 2024. Based on the range of substitutability ¢ € [2,4], the implied
range of output costs is between $98 billion and $196 billion. Figure 13-2 above
reports the implied GDP loss in percentages and in 2024 dollars.
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Chapter 14

The Year in Review and the Years Ahead

The United States’ real gross domestic product (GDP) grew 2.0 percent dur-
ing the four quarters of 2025, down from 2.4 percent growth during the four
quarters of 2024, largely reflecting the negative impact of the Federal gov-
ernment shutdown in the fourth quarter of 2025 Strong growth in business
fixed investment supported real GDP growth in each quarter of 2025, while
the growth of consumer spending was solid, and export growth was positive.
Residential investment, however, fell. Core Consumer Price Index (CPI) inflation
was 2.6 percent during the 12 months of the year, down 0.6 percentage point
from its year-earlier pace. Financial markets were generally orderly, except for
some short-lived volatility in April. Interest rates declined over the course of
the year, with the 10-year Treasury yield declining 0.4 percentage point and
the average 30-year mortgage rate falling about 70 basis points. The Standard
& Poor’s (S&P) 500 stock market index rose 164 percent. In labor markets,
private-sector job growth averaged 25,000 per month during 2025, down from a
pace of 85,000 per month during 2024, as net immigration declined and the job
vacancy rate continued its postpandemic moderation. The unemployment rate
was relatively stable in 2025, edging up 0.2 percentage point from the first full
month of the Trump Administration in February 2025 to a rate of 4.4 percent in
December 2025. Looking ahead, real GDP is expected to grow at an annual rate
of 3.0 percent during the 11-year Federal Budget window, with stable inflation

and lower interest rates than in 2025.

This review of the economy during 2025 begins by exploring the evolution of

GDP and its components. The review continues with the experience with price

"This chapter relies on data available on March 24, 2026. All references to economic statistics
and trends in this chapter refer to the U.S. economy, unless otherwise specified.
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and wage inflation and the real wage. The chapter then describes various ele-
ments of how financial and labor markets developed during the year, before

presenting prospects for the economy during the years ahead.

Real GDP and Its Components

he path of real GDP growth during 2025 was buffeted by swings in

imports and inventory investment. Because new tariffs were expected

in April, businesses appear to have imported goods in the first quarter
in advance of these tariffs. As a result, the first-quarter increase in imports
resulted in a large subtraction from GDP growth. In principle, this subtraction
should not have affected the estimate of U.S. national production (which is what
GDP is supposed to measure) if all those imported goods were absorbed into
inventories or consumed or invested, providing an equal and offsetting boost to
GDP. As it turned out, the contribution to GDP growth from increases in inven-
tory investment (2.6 percentage points, at an annual rate) only partially offset
the contribution from the increase in imports (-4.7 percentage points); as a
result, real GDP fell at an annual rate of 0.6 percent in the first quarter (figure
14-1).

Figure 14-1. Quarterly GDP Growth (%) and Contributions
(percentage points)

Seasonally adjusted, annual rate
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3.8
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-2.0
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m Change in private inventories m Exports
= [mports

Source: Bureau of Economic Analysis; CEA calculations.
Note: Domestic final sales include personal consumption, private fixed investment, and
government expenditures.
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This pattern was largely reversed in the second quarter: imports fell
sharply so that their contribution to real GDP was large and positive (5.0 per-
centage points, at an annual rate). The change in inventory investment fell from
a large positive value to a negative one, so that its contribution was a highly
negative (-3.4 percentage points, at an annual rate), but only partially offset the
import contribution. Estimated real GDP growth was very strong (3.8 percent, at
an annual rate) in the second quarter.

Real GDP growth remained strong in the third quarter (4.4 percent),
with the increase in the rate of growth accounted for by stronger consump-
tion growth and a surge in exports. Fourth-quarter growth was held down by
the 43-day Federal government shutdown, which reduced the contribution of
Federal government purchases to real GDP growth by at least 1.16 percentage
points. One commonality across all four quarters was strong growth in business
investment in equipment and intellectual property, both of which grew roughly
9 percent during the four quarters.

Output may not have actually declined in the first quarter, because the
decline in real GDP contrasts with the increase in real gross domestic income
(GDI, +1.0 percent), which is an aggregate of all forms of income that should
equal GDP but differs because of measurement error (figure 14-2). As measured
by GDI, output did not fall in the first quarter, nor did it rise as swiftly in the sec-
ond and third quarters. During the first three quarters of 2025, real GDP and real
GDI grew at a similar annual rate: 2.5 percent for GDP versus 2.4 percent for GDI.

Figure 14-2. Quarterly Real U.S. GDP versus GDI Growth
Percent change, seasonally adjusted annual rate
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Source: Bureau of Economic Analysis.
Note: GDI = gross domestic income. GDI for 2025:Q4 was not available at the time of
production.
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Figure 14-3. Consumption Rate versus Wealth-to-Income Ratio
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Sources: Bureau of Economic Analysis; Federal Reserve (Financial Accounts of the United
States); National Bureau of Economic Research.

Note: NW/DPI = net worth relative to disposable personal income. Gray bars indicate
recessions.

Consumer Spending

Real U.S. consumer spending grew 2.1 percent during the four quarters of 2025,
faster than the 1.3 percent growth of real disposable income. The saving rate
fell from 4.7 percent in 2024:Q4 to 4.0 percent in 2025:Q4, lower than its 5.8
percent average since 2001.

Aside from income, other forces acting on consumer spending
included rising household wealth, volatile consumer sentiment, and the new
Administration’s policies. The ratio of household wealth to income has a posi-
tive effect on consumer spending, as can be seen in figure 14-3, where the long
history (1951-2019) shows that rising wealth-to-income ratios correlate with a
rising fraction of consumer outlays relative to income.?

Focusing on the past year, household wealth (especially stock market
wealth) increased faster than income, so that the wealth-to-income ratio edged
up from 7.6 years of income in 2024:Q4 to 7.9 years in 2025:Q3, nearly the high-
est level ever (with the exception of 2021). Figure 14-4 shows the dynamics of
wealth and consumer sentiment.

Aspects of the Trump Administration’s policies also affected the path
of consumer spending during 2025. One of these was the anticipation and

2That said, the COVID-19 pandemic period was an exception, as the wealth-to-income ratio
increased due to Federal “economic impact payments,” which were not fully spent while many
services (e.g., restaurants, theaters, and sporting events) were difficult to consume.
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Figure 14-4. Opposing Influences on U.S. Consumer Spending
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Sources: University of Michigan Survey Research Center; Federal Reserve Financial
Accounts of the United States; National Bureau of Economic Research.
Note: Gray bars indicate recessions.

Figure 14-5. U.S. Real Durables Consumption, Monthly Change
Percent change, monthly rate
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announcement of tariffs on April 2, 2025. Monthly data show that real consumer
spending on durable goods spiked in March—in advance of the expected major
announcement on tariffs—and then fell for each of the next three months after
the reciprocal tariffs’ implementation (figure 14-5).

Aspects of the One Big Beautiful Bill Act (OBBBA) also had an influence
on income and consumption during 2025, and these are likely to spill over into
2026. These include, but are not limited to, no taxes on tips (retroactive to
January 2025), no taxes on overtime (retroactive to January 2025), an increase
in the standard deduction, a further deduction increase for seniors reducing
taxes on Social Security income, and the temporary enlargement of the deduc-
tion for State and local taxes. Further discussion of the boost to output from
these policies can be found in chapter 1 of this Report.

Business Fixed Investment

During the four quarters of 2025, business fixed investment grew 5.5 percent,
faster than real GDP. During those four quarters, investment growth was espe-
cially fast in equipment (9.5 percent) and intellectual property (8.1 percent), but
was partially offset by declines in structures (5.7 percent) (figure 14-6). Within
the equipment component, essentially all the growth was accounted for by
information processing equipment (i.e., computers and peripheral equipment

Figure 14-6. Contributions of Business Investment to U.S. GDP
Growth

Percentage point contribution to real GDP growth, annualized rate
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Source: Bureau of Economic Analysis.
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and communications equipment). Within the structures component, the decline
was widespread across its subcomponents, with the notable exception of data-
center structures, where investment increased by a rapid 20.1 percent. Despite
this rapid growth, and leaving aside the value of the computer equipment that
is installed inside these data centers, their construction constituted only 0.13
percent of GDP in 2025, and contributed only about 0.03 percentage point to
real GDP growth in 2025.2

Inventory Investment

Changes in private inventory investment had particularly large effects on real
GDP growth dynamics during each of the first two quarters of 2025; at an annual
rate, they contributed 2.6 percentage points to growth in the first quarter and
-3.4 percentage points to growth in the second quarter. These large move-
ments in inventory investment likely reflect stockpiling behavior among busi-
nesses ahead of anticipated changes to tariff policy and inventory liquidation
thereafter. After spiking in 2025:Q1, the ratio of nonfarm inventories to final
sales of goods and structures fell toward the lower end of the range where this
ratio has fluctuated during the past decade, so that inventories were lean with
respect to sales by the end of the fourth quarter (figure 14-7). Over the four

Figure 14-7. Ratio of U.S. Nonfarm Inventories to Final Sales of
Goods and Structures
Months’ supply
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Sources: Bureau of Economic Analysis; National Bureau of Economic Research.
Note: Gray bars indicate recessions.

3 The computer equipment installed inside data centers is not counted in data center
structures investment, and those data are not available separately from other uses of computer
equipment.
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quarters of the year, inventory investment subtracted 0.2 percentage point
from real GDP growth.

Government Consumption and Gross Investment

U.S. government consumption and gross investment fell 1.2 percent between
2024:Q4 and 2025:Q4, after having increased 3.6 percent over the four quarters
of 2024. On a quarterly basis, Federal expenditures fell in the first and second
quarters of 2025, increased in 2025:Q3, and fell markedly in 2025:Q4, largely
due to the lapse in appropriations (figure 14-8). Expenditures by State and local
governments increased in each quarter of 2025.

Figure 14-8. Government Consumption and Gross Investment,
Contributions to Quarterly Real GDP Growth
Percentage points, annual rate
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Source: Bureau of Economic Analysis.

The Federal Government

Federal purchases for consumption and investment (“Federal expenditures”)
fell 6.5 percent between 2024:Q4 and 2025:Q4, after a 4.5 percent increase over
the four quarters ending 2024:Q4. The decline in Federal expenditures was con-
centrated in nondefense spending, which fell 11.1 percent over the four quarters
of 2025, after rising 3.2 percent over 2024. Federal defense expenditures also
fell in 2025, by 3.0 percent, after a 5.4 percent increase during 2024. The lapse
in appropriations beginning in October 2025 weighed on inflation-adjusted
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Federal expenditures over 2025:Q4. While the full effects of the shutdown can-
not be isolated, the Bureau of Economic Analysis estimates that the reductionin
labor services supplied by Federal employees due to the lapse reduced quarterly
real GDP growth by about 1.0 percentage point at an annual rate.*

A sizable share of the Federal government’s spending arises through
transfers, which are not counted as government purchases or investment within
the National Income and Product Accounts (NIPAs). Over Fiscal Year (FY) 2025,
total Federal outlays equaled $7.0 trillion, up 4.1 percent from FY 2024. Much
of the increase in outlays was concentrated in the largest mandatory spending
programs—with Social Security benefits, Medicare, and Medicaid each rising
more than 8 percent—and in net interest payments on public debt (up 8.3 per-
cent). Total receipts also increased over FY 2025, reaching $5.2 trillion, up 6.4
percent from FY 2024, as increases in individual income taxes (up 9.5 percent)
and payroll taxes (up 2.3 percent) more than offset declinesin corporate income
taxes (down 14.7 percent). Over FY 2025, the Federal deficit was $1.8 trillion,
down 2.3 percent from FY 2024, reducing the deficit-to-GDP ratio from 6.2
percent of GDP to 5.8 percent. The Federal debt amounted to 97.4 percent of
annual GDP at the end of FY 2025, up 1.4 percentage points from the end of FY
2024.

State and Local Government

State and local government purchases for consumption and investment rose
2.1 percent from 2024:Q4 to 2025:Q4, after a 3.1 percent increase over the four
quarters of 2024. Consumption across State and local governments rose 1.9
percent over 2025, after a 2.7 percent increase over 2024. Gross investment
across State and local governments rose 2.6 percent over 2025, after a 4.6
percent increase during 2024.

Exports

Real exports rose 1.0 percent over the four quarters of 2025, less than their 3.3
percent growth during the four quarters of 2024. Real exports of goods rose 1.9
percent over 2025, while real exports of services fell 0.5 percent. Growth in U.S.
exports tends to follow foreign GDP growth; since 2008, both have grown about
2.3 percent, and they tend to vary together over the business cycle (figure 14-9).
However, during 2025, the 1.0 percent growth in real U.S. exports was lower than
that of real foreign GDP (2.3 percent).

To better capture trends across 2025 as a whole, table 14-1 aggregates
exports across the four quarters of 2025, and compares them with exports over

“As Federal employees affected by the lapse in appropriations ultimately received back

pay within 2025:Q4, nominal Federal compensation was unaffected by the lapse. However,
because furloughed employees were unable to execute their work functions, the forgone real
activities reduced real Federal expenditures.
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Figure 14-9. Growth of Real Foreign GDP and U.S. Exports
Four-quarter growth rates, percent
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Sources: Bureau of Economic Analysis; National Bureau of Economic Research; S&P Global
Market Intelligence; CEA calculations.
Note: Gray bars indicate recessions. Foreign GDP is trade-weighted.

Table 14-1. Trends in Real U.S. Exports, by Type

Percent change Percent of total,

Type of exports 2025 from 2024 2025*
Total 1.6 —
Total goods 1.8 63.5
Capital goods, nonautomotive 9.2 21.6
Industrial supplies and materials -1.1 211
Consumer goods, excluding food and autos 1.6 8.1
Food, feed, and beverages -2.4 5.0
Automotive vehicles, engines, and parts -10.2 4.8
Other goods 3.6 3.1
Total services 1.2 36.4
Other business services 2.0 20.4
Travel services -2.3 6.4
Intellectual property usage 3.5 5.4
Transportation services 4.9 3.2

Sources: Bureau of Economic Analysis; CEA calculations.

Note: *Annual average of 2025 compared with the annual average of 2024. **Shares reflect 2025
four-quarter averages in nominal dollars; series do not sum to 100 percent due to the omission of
miscellaneous services.
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the four quarters of 2024. The rise in real goods exports over 2025 predomi-
nately reflected increases across nonautomotive capital goods, which rose 9.2
percent between the four quarters of 2024 and the four quarters of 2025, while
automotive exports (down 10.2 percent) fell the most. The rise in real service
exports was more broad-based, with each major type increasing except for
travel services (which includes activity by foreign visitors), which fell 2.3 percent
between 2024 (as a whole) and 2025 (as a whole).

Imports

Trends in imports over 2025 were strongly influenced by the announcements
and implementation of new tariff policies, particularly the reciprocal tariffs
implemented in April. Policies implemented in 2025 brought the United States’
effective tariff rate to 7.7 percent on average over the 12 months of 2025, the
highest level in over 50 years. The reciprocal tariffs, which applied to a broad
range of products from nearly all the United States’ trading partners,® were
foreshadowed in the preceding months, notably in a publicly released memo-
randum to senior trade officials in mid-February (National Archives 2025).
Before the reciprocal tariffs’ implementation, real goods imports increased by
52 percent at an annual rate in 2025:Q1, reaching a record high, before falling
after the tariffs’ implementation. To better illustrate these interyear trends,
figure 14-10 depicts imports of goods and services at a monthly frequency, in
nominal terms.® Nominal services expanded at a fairly steady pace throughout
2025, while nominal goods imports fell sharply from March to October, before
rebounding in November and December. During the four quarters of 2025, real
imports fell 2.0 percent from 2024:Q4, even as, across 2025 as a whole, imports
still increased. Aggregating across the four quarters of 2025, real imports were
2.7 percent higher than over the four quarters of 2024, reflecting a 2.5 percent
increase in goods imports and a 3.5 percent increase in services imports.

To better reflect the dynamics across the year as a whole, table 14-2
aggregates imports across the four quarters of 2025, and compares them with
imports over the four quarters of 2024. As measured within the NIPAs, the rise
in real goods imports over 2025 was driven by nonautomotive capital goods,
which increased 15.7 percent between 2024 (as a whole) and 2025 (as a whole)
and more than offset declines in automotive imports (which were down 10.0
percent); industrial supplies and materials (down 6.7 percent); and food, feed,

5The only trading partners that were exempt from the reciprocal tariffs were Canada and
Mexico, which were subject to separate tariffs applied to all goods not imported under the
United States-Mexico-Canada Agreement.

5Monthly trade measures cover a slightly different set of goods than the quarterly measures in
the NIPAs. In particular, the NIPA measures exclude transactions of precious metals that do not
reflect current production. Also, the monthly trade measures include the five U.S. territories,
which are excluded from the NIPAs. To partially address these discrepancies, the measure of
goods imports displayed in figure 14-10 excludes imports of nonmonetary gold and of finished
metal shapes.
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Figure 14-10. Imports of Goods and Services
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Sources: Census Bureau; National Bureau of Economic Research; CEA calculations.
Note: Gray bars indicate recessions. Goods imports exclude nonmonetary gold and finished
metal shapes. Reciprocal tariffs implemented in April 2025.

Table 14-2. Trends in U.S. Real Imports, by Type

. Percent change Percent of total,
Type of imports

2025 from 2024* 2025*
Total 2.7 —
Total goods 2.5 78.9
Capital goods, nonautomotive 15.7 26.6
Consumer goods, excluding food and autos 0.4 18.9
Industrial supplies and materials -6.7 14.2
Automotive vehicles, engines, and parts -10.0 10.0
Food, feed, and beverages -3.0 5.1
Other goods 16.4 4.0
Total services 3.5 211
Other business services 5.2 11.0
Travel services 4.7 4.5
Transportation services 2.9 3.7
Intellectual property usage -6.8 1.2

Sources: Bureau of Economic Analysis; CEA calculations.

Note: *Annual average of 2025 compared with the annual average of 2024. **Shares reflect 2025
four-quarter averages in nominal dollars; series do not sum to 100 percent due to the omission of
miscellaneous services.
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and beverages (down 3.0 percent). The increase in real services imports over
2025 predominately reflected a rise in imports of other business services (i.e.,
business services excluding travel, transportation, or the usage of intellectual
property), which rose 4.7 percent between 2024 and 2025. The only major
category of services imports to decline was intellectual property usage, which
fell 6.8 percent.

Inflation

Inflation, as measured by the headline consumer price index (CPI), edged down
0.2 percentage point, to 2.7 percent, during the 12 months of 2025 from its 2024
rate (figure 14-11). This decrease in the rate of inflation is accounted for by core
inflation (i.e., excluding food and energy inflation), which fell 0.6 percentage
point in 2025 to 2.6 percent (figure 14-11). Food and energy price inflation both
increased in 2025 from their year-earlier pace. Within the core CPI, the contrast
between services and goods inflation—as shown in figure 14-12—is notable.
Core services inflation fell 1.4 percentage points from its 2024 pace to a 3.0 per-
cent rate during 2025, its third year of slowing inflation. In contrast, core goods
inflation rose 2.0 percentage points, to 1.4 percent during 2025.

Figure 14-11. Total and Core U.S. Consumer Price Index
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Note: October 2025 values are interpolated by the CEA. Gray bars indicate recessions.
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Figure 14-12. Core U.S. Consumer Price Index Inflation and
Components
12-month percent change
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Note: October 2025 values are interpolated by the CEA. Gray bars indicate recessions.

Figure 14-13. U.S. Productivity versus Previous Trend
Ratio scale: 2017 = 100
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Productivity and Compensation

The pace of labor productivity growth increased during the current business
cycle. Since the business-cycle peak in 2019:Q4, labor productivity has grown
at a 2.1 percent annual rate, an increase from the 1.5 percent rate between the
business-cycle peaks in 2007:Q4 and 2019:Q4 (figure 14-13).7

Nominal average hourly earnings rose 3.7 percent during the 12 months
of 2025, down 0.4 percentage point from its year-earlier pace. Nominal hourly
compensation, as measured by the Employment Cost Index for private-sector
compensation, increased 3.4 percent during the 12 months of 2025, 0.2 per-
centage point below the year-earlier pace. With labor productivity growing
at about a 2.1 percent annual rate (as estimated above), this rate of wage and
hourly compensation increase implies an increase in unit labor costsin the range
of 1.3 to 1.6 percent per year. At this rate, which is below the rate of price infla-
tion, labor costs are pulling down the rate of price inflation.

Nominal wage increases exceeded consumer price inflation during 2025,
and so real average hourly earnings deflated by the Consumer Price Index grew
1.1 percent during 2025. As computed from the Employment Cost Index for
compensation, real hourly compensation grew 0.6 percent. In principle, real
wages should grow at—or just under—the rate of productivity growth. Box 14-1
discusses the relationship between productivity growth and the real wage in the
longer run.

"Labor productivity is not measured directly, but it is inferred after dividing output by
employee-hours for the nonfarm business sector. This quotient is subject to measurement
errors in either output or employee hours. As a consequence, it is difficult to infer major
changes in growth from short-term movements in output and employee hours.
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Box 14-1. Productivity and the Real Wage

The real wage should grow along with labor productivity, at least under
standard economic theory (and with a Cobb-Douglas production func-
tion). In contrast, the real wage has fallen short of labor productivity
growth in recent years, as shown in figure 14-i. This box examines two
of the measurement issues that partially account for this shortfall: how
to measure wages and how to deflate them.

How to measure wages. “Average hourly earnings for all employ-
ees” measures just the per-hour wage and salary cost to the employer
and comes from the Bureau of Labor Statistics’ (BLS) monthly Current
Employment Survey. The “real” version of this series is deflated with
the official Consumer Price Index for all urban consumers (CPI-U).
As can be seen by the lower green line in figure 14-i, the growth of
real average hourly earnings has fallen well short of labor productivity
growth (by 1.4 percentage points per year) during the last nine years.
The metric of real average hourly earnings has two major problems:
not including benefits, and deflation with the official CPI (as discussed
below).

Figure 14-i. U.S. Real Compensation per Hour, Various
Measures
Natural log scale: 2017 = In(100)
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Sources: Bureau of Labor Statistics; Bureau of Economic Analysis; National Bureau of
Economic Research; CEA calculations.

Note: C-CPI = Chain Consumer Price Index; PNFB = Price of Nonfarm Business
Output; ECI = Employment Cost Index. Gray bars indicate recessions.
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A more complete measure, which also includes benefits, is com-
pensation per hour, as published by the Office of Productivity and
Technology (OPT) at the BLS. In addition to wages and salaries, it
also includes benefits as recorded in the National Income and Product
Accounts (NIPAs). Real hourly compensation is calculated from com-
pensation in the NIPAs, then divided by employee hours, and then
deflated by the official CPI, and is shown by the gray line in the figure.
This version of real “wage” growth fell 0.9 percentage point per year
short of labor productivity growth over the nine years from 2017 to
2025.

Another important measure of real hourly compensation origi-
nates from the National Compensation Survey (a survey of employers),
which the BLS publishes as the Employment Cost Index for compen-
sation. The shortfall over this interval in this series is 2.0 percentage
points per year, the largest of all the methods here (see the black series
in figure 14-i). In comparison with the OPT version of real compensa-
tion per hour, the larger shortfall for the Employment Cost Index may
reflect its construction as a fixed-weighted index by industry and
occupation, so it does not pick up the wage gains that come from
employees changing jobs; nor does it fully reflect stronger pay gainsin
growing industries.

How to deflate wages. The shortfall between the OPT measure
of real compensation per hour (the gray series) can be reduced by
replacing the fixed-weighted CPI, to deflate instead in one of two
alternative ways. First, from the employers’ point of view, the relevant
price is the price of output in the nonfarm business sector, not the price
of consumption; so if instead, compensation per hour is deflated by the
price index for nonfarm business output (the red line), the shortfall is
reduced to about 0.5 percentage point per year. Alternatively, about
the same reduction in the shortfall from productivity growth (by 0.4
percentage point per year) can be accounted for if one deflates with
the chain-weighted version of the CPI (the gold line). In contrast
to the official (fixed-weighted) CPI, the chain-weighted CPI allows
substitution. For example, when the price of beef falls relative to that
of chicken, consumers will buy more beef and less chicken. Even with
these adjustments, real hourly compensation falls short of productivity
growth, which is another way of saying that the labor compensation
share of GDP has fallen over this interval. (In fact, the labor share has
generally fallen during the past 40 years.)
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Figure 14-14. Financial Conditions Impulse to Growth and
Underlying Components
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Financial Markets

Financial conditions broadly eased over 2025, generating a modest tailwind
to economic growth. Such easing of financial conditions is illustrated by the
Financial Conditions Impulse, a composite measure compiled by economists
at the Federal Reserve Board of Governors (Ajello et al. 2025). The Financial
Conditions Impulse to economic growth is illustrated in figure 14-14, with
positive numbers reflecting tightening conditions whereas negative numbers
reflect easing conditions. Across 2024, overall financial conditions had a roughly
neutral effect on year-ahead GDP growth. Over 2025, they eased to provide a
0.7 percentage point tailwind to GDP growth. The primary factors driving the
easing of financial conditions from 2024 to 2025 were lower interest rates and
the rise in the stock market.

Interest rates fell during the 12 months of the year, on both the short
and long ends. Shorter-term interest rates fell more than longer-term ones,
with the Federal Funds and three-month Treasury Bill rates both falling 0.7
percentage point, while the yield on 10-year Treasury Notes fell 0.4 percentage
point. The drop at the short end occurred mostly during the last four months
of the year, while the drop at the long end was mostly in the first half of the
year (figure 14-15). The adjustments to interest rates during 2025 left the yield
curve more upward-sloping (figure 14-16), after having been inverted after the
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Figure 14-15. Key U.S. Interest Rates
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Sources: Federal Reserve Board of Governors; National Bureau of Economic Research.

Note: Gray bars indicate recessions.

Figure 14-16. Nominal and TIPS Treasury Yield Curves
Percent
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Figure 14-17. Cyclically Adjusted Standard & Poor's Price—to—
Earnings Ratio
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Note: The cyclically adjusted S&P price—to—earnings ratio is the composite index's price
divided by inflation-adjusted average earnings over the past 10 years. Gray bars indicate
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COVID-19-induced recession. Changes to the nominal yield curve were paral-
lel to those for the real yield curve inferred from Treasury Inflation-Protected
Securities (usually called TIPS), suggesting that changes to these interest rates
over the year predominately reflected adjustments to expected real interest
rates.

Equity markets continued to trend upward during 2025. The S&P 500
rose 16.4 percent over the year, after a 23.3 percent increase over 2024. Equity
valuations continued to rise relative to earnings. Using Robert Shiller’s (2014)
cyclically adjusted S&P price-to-earnings ratio (CAPE)—the ratio of the com-
posite S&P 500 price to its average inflation-adjusted annual earnings over the
preceding 10 years—averaged 37.1 years of earnings during 2025, up 2.2 years
from its 2024 average. On an average annual basis, the CAPE is at its highest
level since 2000 (41.7), when the dot-com stock market boom peaked (figure
14-17). One can infer that the market expects a rapid rise in earnings.

The U.S. dollar depreciated against foreign currencies during 2025.
Relative to other advanced-economy currencies, the dollar traded at 8.1 percent
less at the end of 2025 than at the end of 2024 (figure 14-18). Including emerg-
ing-market currencies, the dollar fell 6.7 percent over the year. The depreciation
was concentrated in March and April, when the dollar fell 6.2 percent relative
to other advanced-economy currencies. These declines coincided with the
announcement of prominent changes in U.S. trade policy. Even with the dollar’s
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Figure 14-18. Exchange Value of the U.S. Dollar against
Advanced—-Economy Currencies

Index: 100 = year—end 2024
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Sources: Federal Reserve Board of Governors; National Bureau of Economic Research;
CEA calculations.
Note: Gray bars indicate recessions.

depreciation over 2025, its value is still higher than just before the COVID-19
pandemic. Relative to 2019 averages, the dollar ended 2025 0.9 percent higher
when compared with other advanced-economy currencies and 3.7 percent
higher when compared with the broader basket of foreign currencies.

Bank lending accounts for a considerable share of credit to individuals and
businesses. Household and commercial loans outstanding at banks fell 0.3 per-
cent over the four quarters of 2025 in nominal terms, after 1.5 percent growth
during 2024. The 2025 decline was concentrated in commercial and industrial
(C&l) lending (down 2.9 percent) and in nonmortgage consumer loans (down
3.8 percent). In contrast, residential and commercial real estate loans both
increased over the year by 2.1 percent. Figure 14-19 normalizes loan stocks
by annualized GDP to facilitate comparisons over longer horizons, reflecting
broader changes in the size of the economy and price level. In 2025:Q4, C&l,
consumer, and real estate loan balances at banks were equivalent to 32.7 per-
cent of annualized GDP, down from 34.7 percent in 2024:Q4. Outstanding bank
loans to businesses and consumers are also down from prepandemic levels,
relative to the size of the overall economy; in 2019:Q4, they amounted to 39.0
percent of annual GDP. These declines from 2019:Q4 levels to 2025 were broad-
based, ranging from a decline of 0.9 percentage point across commercial real
estate to a decline of 2.1 percentage points for C&l loans.

The Year in Review and the Years Ahead | 285



Figure 14-19. U.S. Outstanding Loan Balances Relative to Annual
GDP

Percent of annual GDP
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Sources: Federal Reserve Board; Bureau of Economic Analysis; National Bureau of
Economic Research.

Note: C&l = commercial and industrial. Loan amounts are for all commercial banks from the
Federal Reserve's H.8 release. Gray bars indicate recessions.

Consumer loan delinquency moved higher across loan products in 2025
but especially rose for student loans, reflecting the change in policies for loan
forgiveness and forbearance (these policies had previously been obscuring
repayment conditions) (figure 14-20; data are not seasonally adjusted). The
transition rates into delinquency and serious delinquency were flat across
non-housing loan types, with the exception of student debt, which rose.?®
During the COVID-19 pandemic, Federal student loans were placed in forbear-
ance. That forbearance expired in October 2023 and, starting in October 2024,
missed payments on Federal student loans were once again reported to credit
bureaus. Excluding student loans, the overall serious delinquency rate rose 0.3
percentage point over the year ending in 2025:Q4, to 2.5 percent. While the
serious delinquency rate for student loans rose 9.0 percentage points over the
year ending in 2025:Q4, at 9.6 percent, it remains below its level in 2019:Q4 (11.1
percent). A combination of house price appreciation and relatively low interest
rates that homeowners were able to lock in during the COVID-19 pandemic have
helped keep the serious delinquency rate on mortgages below its prepandemic
level (1.1 percent in 2019:Q4). Third-party collections were flat in 2025 and

8The serious delinquency rate is the share of loan balances that are at least 90 days delinquent
or in a severely derogatory status, e.g., repossession, charge off, or foreclosure. The
delinquency rate is the share of loans that are at least 30 days late.
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Figure 14-20. Consumer Loan Serious Delinquency Rates
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Sources: Federal Reserve Bank of New York/Equifax; National Bureau of Economic
Research.

Note: Serious delinquency = at least 90 days past due or in a severely derogatory status
(repossession, charge off, foreclosure). HELOC = Home equity lines of credit. Gray bars
indicate recessions.

remain markedly below pre-COVID levels, even while the average collection
amount per person in collections has increased.

The Labor Market

The U.S. labor market remained largely in balance during 2025. The unemploy-
ment rate remained roughly unchanged, and average hourly earnings continued
to rise on an inflation-adjusted basis, though the pace of employment growth
slowed.

In December, the unemployment rate was 4.4 percent, up 0.3 percentage
point from the end of 2024 (figure 14-21) and 0.2 percentage point from the first
full month of the Trump Administration in February 2025. Similarly, the unem-
ployment rate for the “prime-age” segment of the population—those age 25 to
54 years—rose 0.2 percentage point, to 3.7 percent. The unemployment rate
remains relatively low by historical standards; for example, from 2000 through
2019, the overall unemployment rate averaged 5.8 percent outside recessions,
as assessed by the National Bureau of Economic Research, while the prime-age
rate averaged 5.0 percent. Additionally, the Labor Force Participation Rate
(LFPR) remained fairly stable on net over 2025 (figure 14-22). Across the full
adult population, the LFPR averaged 62.4 percent during the year as a whole,
slightly lower than during 2024 (0.2 percentage point). The prime-age LFPR in
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Figure 14-21. Unemployment Rate
Percent
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Figure 14-22. The United States’ Labor Force Participation Rate
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Note: Gray bars indicate recessions.
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2025 was 83.6 percent, unchanged from 2024. While the retirement of the Baby
Boom generation has put secular downward pressure on the overall LFPR in
recent years, the prime-age LFPR in 2025 was up 1.1 percentage points from its
2019 average, pointing to increased economic engagement for that segment of
the population.

Employment growth slowed during 2025. Nonfarm payrolls increased by
an average of 10,000 per month, roughly one-twelfth of their monthly increase
in 2024 (122,000). Government employment declined an average of 15,000 jobs
per month in 2025, in large part reflecting reductions in the Federal workforce.
Private-sector employment growth also slowed in 2025, rising an average
25,000 per month, down from 85,000 per month in 2024.

On the supply side, slower employment growth is consistent with the
decline in netimmigration during the year. Net migration into the United States
fell substantially from 2023 to 2025, which ultimately reduced the supply of
workers in the U.S. job market. Working with the Census’ practice of measuring
population figures in July, net immigration increased from 188,000 per month
during the 12 months beginning in July 2022 to 228,000 during the 12 months
beginning in July 2023, as shown by the lefthand cluster of bars in figure 14-23.
Net immigration then plunged during the next two July-to-July intervals, ulti-
mately to 27,000 per month during the 12 months beginning in July 2025.

Figure 14-23. Effect of Declining U.S. Net Immigration on
Breakeven Employment Growth

12 months beginning Jul-22 m Jul-23 = Jul-24 | Jul-25
Thousands per month

300
250
200
150
100

Net Total civilian ~ Civilian 16+ LFPR decline Breakeven
immigration population population at 0.2% employment

Sources: Census Bureau; CEA calculations.

Note: LFPR = labor force participation rate. This figure uses Census estimates and
projections for net immigration and the civilian population for the 12-month period beginning
in July of each year. It also uses CEA estimates of the effect on 16+ population and the
breakeven employment.
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These trends in net immigration importantly affect the pace of popula-
tion growth. The Census estimates that total population growth slowed from
266,000 during the 12 months that began with July 2023 to 77,000 during the
12 months that began with July 2025 (as shown in the second cluster of bars
in figure 14-23). The Census demographers’ estimates for the working-age
(16+) civilian noninstitutional population were not available when this Report
was finalized. In the meantime, the figures for the growth of this working-age
population are calculated as a constant share of the growth of the total civilian
noninstitutional population, as shown in the third cluster of bars in figure 14-23.°
The resulting estimate for the growth rate of the working-age population during
the 12 months that began in July 2025 is 62,000 per month. If the LFPR were to
stay constant, this pace of 62,000 per month would also be an estimate of the
growth of employment needed to maintain a stable unemployment rate.

The LFPR is still trending down, however, because of the retirement of
the Baby Boom cohorts, and this trend must be factored into the calculation
of the breakeven rate. The cohort born in 1961—which was still a Baby Boom
year—will reach the common retirement age of 65 this year, and the CEA esti-
mates that the LFPR is on a downward trend of about -0.2 percent per year, or
about 45,000 per month (the fourth cluster of bars in figure 14-23). As a result,
the breakeven rate in the second half of 2025 may have fallen to roughly 16,000
per month, down from 170,000 two years earlier. To put the diminished rate of
job growth in context, it should be remembered that the President’s goal is for
more of the job growth to go to legal American residents rather than to illegal
immigrants.

The decline in the breakeven rate has been noticed by professional fore-
casters. Nearly all (94 percent) of the professional forecasters surveyed by Blue
Chip in December 2025 reported that recent changes in immigration policy
were factors in their downward revisions of breakeven employment growth.
During 2024, total nonfarm payrolls rose on average 122,000 per month, while
private nonfarm payrolls increased by an average 85,000 per month (figure
14-24). Over 2025, total average nonfarm payrolls rose 10,000 per month, while
private nonfarm payrolls rose an average 25,000 per month.

On the demand side, metrics for job openings and labor market churn
suggest a somewhat less tight labor market after several years of elevated
demand for workers. The ratio of job openings to unemployed individuals is a
common proxy for the tightness of the labor market, given that it compares a
measure of firms’ demand for additional workers with the number of people
lacking a job and actively searching for one. Over the 12 months of 2025, the job
openings per unemployed individual averaged 1.0, down from 1.2 in 2024 (figure
14-25), but still noticeably higher than its average of 0.6 between 2001and 2019.

9The constant share (81.045 percent) is calculated from the January 2025 ratios of these two
populations in last year’s (vintage 2024) estimates.
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Figure 14-24. Private Nonfarm Employment
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Source: Bureau of Labor Statistics; CEA calculations.

Figure 14-25. Job Openings per Unemployed Individual
Ratio
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Sources: Bureau of Labor Statistics; National Bureau of Economic Research; CEA
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Note: Gray bars indicate recessions.
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Table 14-3. U.S. Nonfarm Employment, December 2025 from
December 2024

Share of total Average monthly 12-monthy growth

Trade, transportation, and utilities 18.1 -16 -0.6
Education and health services 17.3 57 2.4
Government 14.8 -15 -0.7
Professional and business services 141 -13 -0.6
Leisure and hospitality 10.6 8 0.4
Manufacturing 8.0 -9 -0.8
Financial services 5.8 1 0.1
Construction 5.2 0 0.0
Other services 3.8 4 0.7
Information services 1.8 -4 -1.6
Mining and logging 0.4 -2 2.7
Total — 10 0.1

Sources: Bureau of Labor Statistics; CEA calculations.
Note: Shares of total employment reflect averages over 2025.

The incidence of hiring, voluntarily quitting, and layoffs changed little between
2024 and 2025. Relative to 2019, the average hires rate in 2025 was down 0.5
percentage point, while the quits rate was 0.3 percentage point lower.
Employment trends varied markedly across industry supersectors during
2025 (table 14-3). Between December 2024 and December 2025, jobs increased
in four supersectors, were little changed in one, and declined in six. Both in per-
centage and level terms, payrolls rose the most in education and health services
(57,000 per month; 2.4 percent over the year); except for education and health
services, economy-wide net employment fell by 47,000 jobs per month. Trade,
transportation, and utilities experienced the largest decline of any sector in
level terms (down 16,000 per month), while mining and logging experienced
the largest percentage decline of any sector (down 2.7 percent over the year).

The Forecast for the Years Ahead

The Trump Administration foresees that the United States’ macroeconomy will
quickly settle into a healthy steady state during 2026, and then will maintain this
course during the next 11years. In this steady state, real GDP growth will average
3 percent, inflation will be steady at a rate consistent with the Federal Reserve’s
target, the unemployment rate will remain flat, and interest rates will edge down
and then stabilize.

The Administration’s economic forecast underpins the President’s Budget
and sets forth its expectations of the major macroeconomic variables over the
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next 11 years. This forecast is summarized in table 14-4. The Administration
finalized its macroeconomic forecast using data available through November 4,
2025. At that moment, GDP data were available only through 2025:Q2, due to
the government shutdown, and labor market and price data were also delayed.

Real GDP growth fluctuated during 2025, partially due to the fourth-quar-
ter government shutdown. The Administration expects that the sectors sup-
pressed by the shutdown will bounce back to their trend levels immediately as
those components that subtracted from real GDP growth in 2025:Q4 are added
backin 2026:Q1. Also boosting real GDP growth for all of 2026 are several provi-
sions of the OBBBA.™® A partial list of the growth-boosting provisions include a
permanent program of 100 percent expensing for equipment investment and
for research and development expenditures, the permanent extension of the
199-A passthrough deduction for small businesses, and temporary (five-year)
expensing for qualified production property." Although the OBBBA was signed
into law by the President on July 4, 2025, these provisions are retroactive to
January 21, 2025, when this legislation was first proposed. As a result, the posi-
tive effects on real GDP are likely to have begun in 2025 and will spill over into
2026.

The six key supply-side components of this expected 3 percent average
annual rate of growth are shown in table 14-5: the population (16 and over), the
Labor Force Participation Rate, the employment rate, the workweek, labor pro-
ductivity growth, and the output per person differential.”? The levels of these six
components multiply together to form an identity for real GDP. Therefore, the
growth rates of these six factors approximately sum to the growth rate of real
GDP. Each of these growth rates is discussed in turn here.

The Population 16 and Over

Growth of the 16-and-over population has several key components: the number
of 15-year-olds who turn 16 every year, deaths, and net immigration. Effects
from changes to migration policy deserve a special focus. Customarily, the
Trump Administration’s population forecast follows the one put together by
the demographers at the Social Security Administration (SSA), but their latest
forecast was assembled in 2024—before the Administration announced its
immigration reforms—and is now out of date, especially with respect to net

0See chapter 1of this Report and see the Congressional Budget Office’s paper (CBO 2025; see
the heading “How H.R.1 Would Affect Real GDP”).

n addition to manufacturing, the possibility of 100 percent expensing applies to other forms
of production properties such as refining, chemical processing, and agricultural processing.
2The output per person differential—when measured as a level—is the ratio of GDP per

worker in the economy as a whole to output per worker in the nonfarm business sector. When
measured as a growth rate, it is the growth rate of real GDP per worker in the economy as a
whole, less the growth rate of output per person in the nonfarm business sector. Productivity
growth is best measured in the nonfarm business sector. In contrast, productivity does not
grow—by assumption—in the government and household sectors.
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migration. The Administration’s immigration policy reduced growth of the
foreign-born population substantially during 2025. And the Administration’s
immigration policy will continue to be more restrictive relative to the previous
policy.

To arrive at the net migration forecast, the Administration begins with
the SSA population growth forecast, and adjusts this forecast downward by 0.4,
0.2, 0.1, and 0.1 percentage point, respectively, during the first four full years of
the forecast, 2026-29. For the 11-year forecast, this averages out to a reduction
of 0.1 percentage point in the population row (row 1, column 6) of table 14-5
relative to the one that would have been consistent with the latest SSA forecast.
The population growth rate of 0.5 percent per year is less than the growth rates
in any of the historical intervals shown in table 14-5. It is similar, however, to
the average annual rate of population growth during the four years of the first
Trump Administration.

The Labor Force Participation Rate

The Labor Force Participation Rate is expected to continue to be weighed down
during the next several years by the retirement of the Baby Boom cohorts.
Birthrates were elevated from 1946 to 1962, and the retirement of those large
Baby Boom cohorts has caused the overall LFPR to drift lower since about 2008.
Following the profile of how the LFPR varies with age, the steepest declines—
relative to the age of the individual—are between age 62 and age 66. The large
1961and 1962 birth cohorts are now 65 and 64 years old, respectively. Therefore,
substantial retirements—accompanying a diminishing LFPR—are likely for the
next several years, even if they would be partially offset by the Administration’s
policy of lower tax rates that encourage labor force participation. The downward
force from these Baby Boom cohorts retiring will diminish after 2028, and so the
overall LFPR is likely to stabilize. Averaging the continued near-term declines
in the LFPR with the stabilization thereafter results in a LFPR that is likely to
edge lower by 0.1 percent per year—on average—during the 11-year projection
interval (table 14-5, row 2, column 6).

The Employment Rate

The employed rate (equal to 1 minus the unemployment rate) is projected to
rise a bit as the unemployment rate edges lower—during 2026—to 3.7 percent
(the rate of unemployment that the Administration considers to be consistent
with stable inflation, as shown in table 14-4). But the employed share of the labor
force is essentially flat over the 11-year projection interval (row 3, column 6).

The Workweek

The workweek is projected to become stable after a long period of shortening
(table 14-5, row 4, column 6). The decline in the workweek in the post-World
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War Il period reflected the entry of women into the labor force (because
women—on average—work shorter workweeks than men) and the long-term
decline of factory employment (because the manufacturing workweek is longer
than the workweek in other sectors). In the future, however, these factors are
less likely to dominate the length of the workweek than during the historical
interval, because the female participation rate has plateaued and the manufac-
turing share of employment is expected to stabilize near its recent levels.

Labor Productivity

Labor productivity growth (measured as output per hour in the nonfarm sector)
is projected to average 2.9 percent during the 11-year projection period, notably
faster than the 2.1 percent annual growth rate during the years 1953-2019 (table
14-5, row 5, columns 1and 6). Labor productivity is expected to be boosted by
the Administration’s policies, such as deregulation (see chapter 2 of this Report)
and pro-growth OBBBA tax policy leading to increased capital per worker. In
addition, increasing use of artificial intelligence is widely expected to boost pro-
ductivity growth. The United States has experienced long-term growth of labor
productivity at such a pace before, most recently during the 15 years 1948-63.

Output per Worker Differential

Finally, the output per worker differential—the difference between the growth
rate of output per worker for the economy as a whole and the growth rate of
output per worker in the nonfarm business sector—is expected to be negative.
This negative value is largely a consequence of the national accounting conven-
tion that productivity does not grow in the government and household sectors,
while productivity growth is usually positive in the nonfarm business sector.
As a result, this differential is negative when measured during long periods.
Furthermore, when nonfarm productivity growth is higher than average, the
differential is usually more negative than average, so that a more-negative dif-
ferential partially offsets higher-than-usual nonfarm productivity growth. As a
result, the productivity differential is expected to be more negative during the
11-year forecast interval relative to most of the other long periods shown in table
14-5.

Adding It All Up

In sum, the Trump Administration expects real gross domestic output growth
during the 11-year projection period to exceed the 2.3 percent average pace
during the six years since the last business-cycle peak in 2019:Q4 (table 14-5,
row 7, column 5). The higher-than-historic average productivity growth—the
result of artificial intelligence and Administration policies of deregulation and
pro-growth tax policy that leads to capital deepening—will more than offset
lower-than-historic average population growth.

The Year in Review and the Years Ahead | 297



Conclusion

Real GDP grew at a solid 2.0 percent annual rate over the four quarters of 2025,
supported by strong growth in business fixed investment and steady growth in
consumer spending. Policy, as embodied in the One Big Beautiful Bill Act, played
a positive role, given that many of its features were backdated to January 2025,
when they were first proposed. Inflation continued to edge lower and real wages
showed moderate gains. Financial markets supported growth with large gains
in stock market values. Looking ahead, the Administration projects real GDP to

grow at a 3.0 percent annual rate, with steady inflation and some further near-
term declines in interest rates.
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Sincerely yours,
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el XA

Aaron Hedlund
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Report to the President on the Activities of the
Council of Economic Advisers during 2025

The Employment Act of 1946 established the Council of Economic Advisers to
provide the President with objective economic analysis on the development and
implementation of policy for the full range of domestic and international eco-
nomic issues that can affect the United States. Governed by a Chairman, who
is appointed by the President and confirmed by the United States Senate, the
Council has two additional Members who are also appointed by the President.

The Chair of the Council

Pierre Yared has served as the Acting Chair of the Council of Economic Advisers
since September 16, 2025. He is on a leave of absence as the MUTB Professor
of International Business at Columbia Business School. He previously served as
the Senior Vice Dean for Faculty Affairs and Vice Dean for Executive Education
at Columbia Business School. His research, which has been published in leading
academic journals, studies the political economy of macroeconomic policy.

Yared teaches Global Economic Environment, a Core MBA course in macroeco-
nomics for which he received the Dean’s Award for Teaching Excellence. Heison
leave as a research associate of the National Bureau of Economic Research, as a
member of the Council on Foreign Relations, and as a member of the Economic
Club of New York. He received his AB in Economics from Harvard University and
his PhD in Economics from the Massachusetts Institute of Technology.

The Member of the Council

Aaron Hedlund serves as a Member on the Council of Economic Advisers. He
is on leave as an Associate Professor of Economics and Real Estate Finance at
the Mitch Daniels School of Business at Purdue University and as a Research
Fellow at the Federal Reserve Bank of Saint Louis. Hedlund previously served at
the Council as Chief Economist and, in 2020-21, as Chief Domestic Economist
and Senior Adviser. His research, which has been published in leading academic
journals and cited by prominent media outlets, studies the macroeconomic and
policy implications of issues at the intersection of capital markets, real estate,
and household finance, with a particular focus on debt. He has also testified
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to Congress on economic policy matters. He received his PhD in Economics
from the University of Pennsylvania and his BS in Economics and Mathematics,
summa cum laude, from Duke University.

The Former Members of the Council

Stephen Miran was the thirty-second Chairman of the Council of Economic
Advisers. In September 2025, he departed from the CEA to become a member
of the Board of Governors of the Federal Reserve System. Before joining the
CEA, he was a senior fellow at the Manhattan Institute for Policy Research
and a senior strategist at Hudson Bay Capital Management, served in the U.S.
Department of the Treasury during the pandemic-induced recession, and spent
over a decade in the investment management industry. He received a PhD in
economics from Harvard University and a BA in economics and philosophy from
Boston University.

Kim J. Ruhl served as a Member of the Council of Economic Advisers from
February 2025 until February 2026. He is the Curt and Sue Culver Chair of
Economics at the University of Wisconsin-Madison, co-director of the Center
for Research on the Wisconsin Economy, and a Research Associate at the
National Bureau of Economic Research. His research focuses on policy issues
broadly related to macroeconomics, economic security, and international trade.
His work has been published in leading academic journals and has been
supported by the National Science Foundation and the U.S. Department of
Homeland Security. He received a BS in Economics from Bowling Green State
University and a PhD in Economics from the University of Minnesota.

Areas of Activity

Macroeconomic Policies

Throughout 2025, in fulfilling its mandate from the Employment Act of 1946, the
Council continued “to gather timely and authoritative information concerning
economic developments and economic trends, both current and prospec-
tive,” and “to formulate and recommend national economic policy to promote
employment, production, and purchasing power.” The Council appraises the
President and White House staff of new economic data and their significance
on an ongoing basis and advises on the economic impacts of various policy
options. These regular appraisals include written memoranda, presentations,
and studies. The Council also prepares in-depth briefings on certain topics as
well as public reports that address macroeconomic issues. During the spring and
summer of 2025, the Council worked with other White House components on
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formulating and analyzing provisions of the One Big Beautiful Bill Act. In addition
to its contributions to internal deliberations, the Council released public reports
that forecasted the impact of the proposed legislation on families, businesses,
and the economy at large, and the Council discussed its findings with members
of Congress leading up to the bill’'s passage. The reports found that these
provisions, included in the Act when passed, would increase investment, lead to
higher levels of GDP, boost annual real wages, and decrease the Federal deficit
as a share of the economy.

The Council also analyzed the macroeconomic impact of a number of deregula-
tory actions. The Council found that the then-proposed reset of the Corporate
Average Fuel Economy (CAFE) program would protect consumer choice and
preserve affordability. The Council also studied deregulation in the energy sec-
tor, publishing a report that found significant positive GDP effects of proposed
deregulatory actions.

The Council also analyzed the effects of the government shutdown that began
on October 1, 2025, quantifying its effects on GDP. Other reports included
studies on healthcare, inflation, and affordability. The Council looks forward to
engaging in the analysis of future Administration policy.

In addition, the Council, the Department of the Treasury, and the Office of
Managementand Budget—the Administration’s economic “troika”—are respon-
sible for producing the economic forecasts that underlie the Administration’s
budget proposals. The Council, under the leadership of the Chairman and the
Members, initiates the forecasting process.

The Chairman and Members maintained the Council’s tradition of meeting
regularly with the Chairman and Members of the Board of Governors of the
Federal Reserve System to exchange views on the economy.

Microeconomic Policies

The Council participated in discussions, internal to the Federal Government as
well as external, on a range of issues in microeconomic policy. Topics included
deregulation, immigration reform, housing, healthcare, financial reform, energy,
labor and the workforce, and financial reforms, including with respect to stable-
coins and other digital assets.

On financial reform, the Council has released reports on Trump Investment
Accounts and retail access to alternative investments. Both reforms increase
families’ access to financial markets and will help Americans build wealth.
Similarly, the Council studied how HSA eligibility expansion under the One Big
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Beautiful Bill Act, creating savings while improving financial security and flex-
ibility for consumers.

The Council also investigated the One Big Beautiful Bill Act’s impact on the
workforce. In addition, the Council studied work requirements, noting broad
benefits of work to individuals as well as reducing the reliance on government
programs.

Additionally, the Chairman of the CEA participated in the MAHA commission,
advising on the economic benefits of health and well-being. The Council also
analyzed proposed and realized changes to immigration policy, evaluated vari-
ous potential impacts of artificial intelligence on firms and workers, and helped
develop policies to boost housing affordability.

International Economics

The Council participated in the analysis of numerous issues in the area of inter-
national economics. The Council engages with several international organiza-
tions. The Council is a leading participant in the activities of the Organization
for Economic Cooperation and Development (OECD), a forum for facilitating
economic coordination and cooperation among the world’s primary market-
based democracies. Acting Chairman Yared serves as the Chairman of the
OECD’s Economic Policy Committee. Council Members and Council staff have
also engaged with the OECD working-party meetings on a range of issues
and shaped the organization’s agenda and mission. In coordination with other
Federal agencies, the Council also represents the United States during the
International Monetary Fund’s Article IV consultations.

The Council continues to analyze developments in international trade and
global finance, advising the President and White House staff on how events
abroad make an impact on the economy. It has studied the impact of tariffs on
efforts to secure U.S. supply chains, reshoring manufacturing, labor markets,
and the outlook for businesses. The Council has monitored new and existing
foreign investment flows into the United States as a consequence of various
new trade deals in 2025 and its impact on GDP. The Council has also studied
and advised the Administration on unfair foreign trading practices, intellectual
property issues, and emerging developments of artificial intelligence globally.

The Council looks forward to continuing to analyze the United States’ interna-
tional economic position.
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The Staff of the Council of Economic Advisers

Front Office
Benjamin A.LeRoy............. Chief of Staff
StevenB.Levine............... General Counsel and Senior Adviser
Graham D. Newell.............. Chief Economist
Brian N. Wheaton.............. Chief Economist
HugoDanteJr.................. Special Adviser to the Chairman and Senior Economist
NyaKamhi..................... Deputy Chief of Staff
AlyssaL.Craig................. Deputy Director of Operations
DJNordquist .................. Counselor (January 2025-September 2025)
Alexander W. Titus ............ Chief of Staff (January 2025-January 2026)
Eric J. Wallerstein.............. Senior Adviser (May 2025-October 2025)

Senior Staff
AndreJ.Barbe................. Senior Economist
George J.Borjas ............... Senior Policy Adviser (March 2025-January 2026)
StevenN.Braun ............... Director of Macroeconomic Forecasting
Morris A.Davis. ................ Chief Housing Economist (March 2025-November 2025)
Gustavo F. Ferreira............. Senior Economist
Theodore F. Figinski ........... Senior Economist
Andrew C. Johnston ........... Senior Economist
Jonathan D. Ketcham .......... Chief Healthcare Economist
Benjamin B. Lidofsky........... Deputy Director of Macroeconomic Forecasting
Brett R. Matsumoto............ Senior Economist
Diana G. Mikhail ............... Senior Economist
Stephen T.Parente ............ Senior Policy Adviser
Anastasia V. Shcherbakova ... .Senior Economist and Senior Adviser
Dyanne A. Vaught ............. Senior Economist
Dustin L. Chambers............ Senior Economist (March 2025-January 2026)
Alexander J. Chesney.......... Senior Economist (June 2025-September 2025)
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Staff

Kole A. Nichols................. Economist and Adviser
Maxwell J. Cook ............... Economist
JacksonMejia ................. Economist
Jessie Lynn Wall Banks. ........ Economist
Grayson B. Robinson........... Staff Economist
JarrettM. Miller................ Research Economist
Nathaniel J. H. Winik........... Research Economist
William N.Chance............. Research Assistant
Michael Oved.................. Research Assistant
Joseph M. Webb............... Research Assistant
Statistical Office
Brian A. Amorosi .............. Director of the Statistical Office
Madeleine G. Phillips .......... Statistical Office Associate
Administrative Office
Megan M. Packer.............. Director of Finance and Administration
Interns

Matthew Allen, Joseph Dell'Olio, Adam Devine, Zain Khawaja, William Pirone,
Ethan Robertson, Benjamin Sweeney, Derek Vlasblom, Teddy Wallen,

Andrew Horne, Donny Steinberg, Jai Kasera, Connor McNeil, Dev Joshi,

Jacob Genualdi, Danielle Guo, Elijah Hernandez, Michael Lippman, Britt Nordquist,
William Pallan, Shreya Seshadri, Tanya Solati, Chloe Yang, Isaac Yi

Editor
Alfred F. Imhoff
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General Notes

Detail in these tables may not add to totals due to rounding.

Because of the formula used for calculating real gross domestic product (GDP),
the chained (2017) dollar estimates for the detailed components do not add
to the chained-dollar value of GDP or to any intermediate aggregate. The
Department of Commerce (Bureau of Economic Analysis) no longer publishes
chained-dollar estimates prior to 2007, except for selected series.

Because of the method used for seasonal adjustment, the sum or average of
seasonally adjusted monthly values generally will not equal annual totals based
on unadjusted values.
Unless otherwise noted, all dollar figures are in current dollars.
Symbols used:

P Preliminary.

... Not available (also, not applicable).

NSA Not seasonally adjusted.

Data in these tables reflect revisions made by source agencies through
March 25, 2026.

Excel versions of these tables are available at www.gpo.gov/erp.
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National Income or Expenditure

TABLE B—1. Percent changes in real gross domestic product, 1975-2025

[Percent change, fourth quarter over fourth quarter; quarterly changes at seasonally adjusted annual rates]

Gross private domestic investment

Personal consumption
expenditures

Soocooooooo

NSNNNNNNNSS

@

S 2eg

S - © 0.2

s===5
= =9
(&) o=+

— 0300 00— 07O~ O3 1 — 10} P SN — M e M M Om GNnn NOmm O — o
] N NGS BN SBM e @ FORORSSYOETN & BaeG Sonn $eo s Sqte S |
52 QAP LyTRw e g oL © P PR §Y= ¥ T
D= [ | [ |
L5
3
i B e g S g g g gV =y S =Py gy gy
|WMM NS0 FNCOANGTR - ONTNBONN—0 Oql BB S 3 —NCEOTENDN BANSTNS DNGo WTNS S o | ©GBw0ns
S ==c ERehch = Soi-w oo oo o
223832
=292
258
O N O~ (00 0 < 00 — (L5 T 03— 0 — — O3 153 L0 1 1, (0 O — O3 Oy <. () 00 s < ©3 03 10 € |l (3 e I O3 1) (<0 03 1003 0 < 10 o O3
2 | S FoOSTN FYSDG— PN QP —CBNB ST BFPIBFO~GOE oGO moql <o o ‘oiad 'aigies SO [
g5 £ == sz phchl Rt s 3 < o i o o i
E|E FE
Z | 8
8|38
2|2
E| & CONNO NN MMO MM NOONON DM QONOMINOND— <O — < OO I~ QIMN DIM~LID D— M ODN— — 0O —
= = &S o BOHLB—0 NLOBOOFLOHO BN —FOF | OOB— — O~ [~ COSFODO | Ol B DO L0 mMOO— OO — OO 035~ Lo ™~
I =3 S I ~ — = T I I"— — ——— — o~ | == =11 —— O~ — T
x| = ==t [ [ [ [ ] [l
i 52
PPN OO T O NN 1 Oy — (0 10 < 03~ (O < 1000 — 00— — O™ G . 0303 (00— N — QD DD — 0O 0 00~ 003
=1 |
S
O OO R (B 1) O . = (5 L0} O 0 L0y 01 13 (0 L0 00 O3 — 1) O (4 07 (0 00 (5 (0 (0 R Oy O3 < e 3 < M O3 0 O3 0030 O < (00 — <. 03 @
= QENS= FraBem —oe o EEenRer N BT TBOn TES GO ERNmBRa S B G gl SSe T B S
= == = =<
=]
RNDROT NFSMONNR—OON R—NOENSNN SISO OMO QURNOPROMANN DN — T RO — N QNRED MR ™
- POILG NOEoI Yo | SNNRS S0 SN EEE TN NOmOmmaT T NS [0 N M@ mmoie S © mo o
k=4 [ | | ]
kS
o CIm S0 N MO OO IR~ O~ 08O~ M DM — M @mRONG O T ORROOT ST MmO OMmam MO NSO 0900~
w st o~ MOMOMSETN NANSFANNOMONS St <t S~ ANANMANNN~— | N r—— N — NN 483232 TLOSEON MONONM Mmooy N o
=
5
o
C S IO M 0 N® M O Ln < 0 0Y (3™ < 1007 00 0h — (5 0 (0O 0RE oIS MO~ T 00 MINm NN OF MM NN B0 NS <
Am wosTm J[ | Mmoo < < — 1, | IO<TIO N <O 00 W 44/‘6434.‘% < NMOTFMO N 851_341 n/_. ,n/_:/i ~ =N 4556 oN™m
=
S
(&)
S NGO O DM W@ 000Y0I 0000 < QN (DO MM NOLINN ONNLNME—OMm EEOOT— STMM® BN—0 ~RO0 ©M0n o
= O <t <t — [spXd=Ro s dhs sl oNES JoN] STMOMANM ST LIOWw 42233232/‘, | N——oNmNNMmNo I I ~N—momo o — T — M —m<m oNMm N
RS]

S OMOMM OMFTRONRNOS ONFO-NILOND ANONTOO—IO— VNOWON—NO— NOMI IO QUONXO DRMNT VOMO) QO™
228 S¥moo TEZREITIES POIISRTIEIZ TUCSISSCNG T J28E8K8GN R THZSISC =K QS s TRasZ 9833
S 25 ! ! !

SEE

ES

ss

2

5

s

=

5

5

8

K

See next page for continuation of table.

Appendix B

370 |



O—0OO ONMM—NOOND VA —ONOOONW M—OWOEOOREOTE OXN—FTRRNOTO MIDAMO ;| —NNN O — (OO MMV NNO

NSO O — NGO MmN S — NS NSO ™ N ol Be—NNG——mNTm |6 My o NS —mNS o<

Gross
incom
(6005

MNOOO SO MNNONSENIONO ONOOMMXO S O~ —OMEW MOOM—FMORWO N—LONWO . NMOM — O OM~ DO

o~N o3 o Lo 111_5637.541 — OO NSTOSTE o |oNemt N :/_. NN —— NN W O i — _37_. =N —H— 03 — N

private | domestic
2

Final
sales to
domestic

pur-
chasers

S~ — 0 NSO —NOOWOS N MMONTMNOMN~ ~OMOILILIOMIO— TFTO—MONOMD SOOI ~MOOD O—NT O~ DDD D

BSOS — DOFOENTN | OLIFOIIOOE F —FFON—ONN saNosTacNoaNN TNCodo —os e SFmmes Nememal — oo —

1

Gross.
domestic
pur-

chases

O OO FTEORWOODOD —O— — NONMR O NS NN NOO—M—0 —<ENNMNMOWNo NM—NW — MM MOOS NI~ OO~ 5
o~

NLO Lo S T leesasaa | FOEF L6063 aNFFoa =g | S —asaas o G—mN— — NN — <o ~ o

Final
sales of
domes-

tic
product

OOVOLTN IDMFTODONDWOD DO MONDNED NIDDMM—DNDNMON OMOFTOOT —N~ NOORON MMM NOMW SO0 NLOLWO <+

el = Ri=1N OOIFOHITN — FNOODFTOOS m— FoNNN— || NeaNNONNG—0 ClB—0OaeN — N IONe — o o<

IO N~ IO — O — < — ) (OO N O (0 0O L0 0N OB MO MmO — (NGB0 ) QMM — — OO — < N OO~ O O oy
5=

STl Qi CRLYNSSY oo CaeaNmaS S oS [ == = @es e 6 (oS ed SIS B — N &

Imports

P
1<)
]
= L2 e 424%126445 woqgi—ya—omn S 0 NN — 3 <F O 2416231 Ned Sed i — :,JUZO PO 6 o~ PUETE
= SS = = wese =
(=% £ | | | |
=5 ==
& S
=
az o S2 | oqi aal s~ oweSn I T e FQies PSSR N—@ONST —GFEG | IS ST 700 S—yo Sana qiens & 6o
= L} p=—4 - =
EC| 8| 28 | 1
22| 2| 86
co || =T
se
>
= B O MmN OO~ — 30 .10 1003 ® 003 — oy 310 — (000 <0 T 000 ®OO < N NS N N© 0N Mo — Q< 00, Qo
£g = STNm= SEFNNGWOT T —QIeFTT (0 ToSONCNMESE —QqieT s —OS 16 TOSE BnTs F 160 IoY peno
k=4 T
S = [
ES
S SO MINOM M~ OO 0 M~ OO WMM000) LHO0I030003000 MW — 0= — MO MM OMMMO~ O~ — M~ MM, O— o~ o
= oo NaN—CoFm—a N — | IN—cos S SNNG Togigh Ne——S = SO Or S FOnE Nowe e
8
=2
N0 MNDNORNORNMPDEO NNIODAND—NOTF —QORN—OOILN MMIODRDONOOE M—MNNO O—0— O—O<F DL —~ Om —
FBBD | POPHFIBOOOBN [BOBNT LN CRBWSOT P =0 NOONLo T T ZN—Ogl INSG TRimWw 0SS | ST T
=& = & = ,

Net exports of
Exports

MO DN —INORON SNOFTOT —MON ONONNIDNOM STODNNIOLT—M— ID—DNMNO ——O0) OM— OO NOWm

CF OO M N ONTO MO FOH SO CNFNNNOON— OFNON——©6 — DN — DO N DO S < O | — o

goods and services

Net

[Percent change, fourth quarter over fourth quarter; quarterly changes at seasonally adjusted annual rates]
exports

TABLE B—1. Percent changes in real gross domestic product, 1975-2025—Continued

Year or quarter
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fixed investment.

rsonal consumption expenditures plus gross private
3 Gross domestic income is deflated by the implicit price deflator for GDP.

Note: Percent changes based on unrounded GDP quantity indexes.

1 Gross domestic product (GDP) less exports of goods and services plus imports of goods and services.
Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-2. Contributions to percent change in real gross domestic product, 1975-2025

[Percentage points, except as noted; annual average to annual average, quarterly data at seasonally adjusted annual rates]

Personal consumption

Gross private domestic investment

expenditures
Gross Fixed investment
domestic Ch

Year or quarter product Nonresidential ?,':ge

‘Cphe;ﬁgg} Total | Goods | Services | Total Resi private

Total s . Intel- g e?_l'l inven-

Total truc- | Equip- | lectual ential tories

tures ment | property
products
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54 341 2.03 1.38 291 1.54 66 09 39 18 88 1.37
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38 254 121 1.34 1.64 1.23 67 .00 49 18 57 40
35 2.38 .98 140 1.26 1.33 92 .06 60 .26 4 -07
28 1.95 87 1.08 60 50 1.00 2 57 21 -50 .10
20 1.63 65 .98 -49 -24 89 42 25 23 -1.13 -25
1 10 -7 81 -152 -1.05 08 2 -29 A4 114 -47
-26 -88 -70 -18|  -349 -2.69 -1.95 - -1.2 -02 -74 -80
27 1.31 62 68 1.84 A4 52 -50 91 11 -08 140
1.6 1.16 49 68 95 1.00 1.00 08 69 24 .00 -05
23 94 48 46 1.65 148 1.16 35 62 20 31 17
21 118 76 42 119 .96 61 .03 33 25 34 24
25 191 .96 95 1.09 1.20 1.07 3 48 26 13 -1
29 221 1.08 119 1.08 78 44 01 24 20 34 30
1.8 1.65 78 87 -02 50 25 -10 -05 40 25 -52
25 1.79 88 .90 71 71 61 .08 22 31 .16 .00
30 1.86 84 1.01 1.02 90 93 17 35 4 -03 12
26 1.45 65 80 57 49 52 07 .06 39 -04 .08
-21 -1.69 97 -2.66 -19 -34 -63 -29 -56 2 29 -45
6.2 5.84 2.49 335 1.58 129 82 -08 36 54 47 29
25 204 -14 218 1.09 44 84 .10 14 60 -40 65
29 1.74 39 1.35 15 61 97 49 15 33 -35 -46
28 2.00 61 1.38 54 53 40 04 18 19 13 01
21 178 68 1.10 .36 A7 .56 =17 42 31 -09 -12
-1.0 22 -48 70 1.45 1.15 149 20 .60 69 -35 30
) 219 -1 2.30 -1.69 34 91 24 04 63 -56 -2.03
29 1.27 -58 1.85 -1.26 -40 80 30 14 31 -1.20 -.86
28 53 -52 1.05 143 -09 94 33 12 49 -1.03 1.52
29 299 1.55 1.44 -1.33 85 113 84 -01 30 -28 -2.18
25 1.02 .09 92 1.27 1.63 147 61 61 25 .16 -36
47 2.08 95 113 1.66 69 25 2 -13 .16 44 97
34 2.04 47 157 65 82 .76 36 A7 23 .06 =17
8 117 -29 1.46 -29 54 22 =17 03 35 2 -83
36 261 1.14 147 144 21 35 -13 A4 04 -08 117
33 2.66 1.27 1.38 18 28 48 -07 A4 14 -20 =11
19 261 143 117 -1.26 -34 -51 -26 -22 -03 A7 -91
-6 £ 04 37 379 1.2 1.24 -10 1.00 34 -04 258
38 1.68 47 1.21 -2.66 71 98 -23 44 78 -21 -3.44
44 234 64 1.70 03 15 44 -15 28 31 -29 -12
7 1.33 07 1.25 57 29 31 -2 21 31 -02 28

See next page for continuation of table.
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TaBLE B-2. Contributions to percent change in real gross domestic product,
1975-2025—Continued

[Percentage points, except as noted; annual average to annual average, quarterly data at seasonally adjusted annual rates]

v Government consumption expenditures
Net exports of goods and services and gross o -
Year or quarter - Exports Imports Federal State dsgl‘%ss%fc
Total ) and || product
PO | 1otal | Goods | Senvices | Total | Goods | Services Total l&lg}g}nnszél dgggse local
08| 005 -0.14 0.09 0.91 0.85 0.06 0.49 005 -0.07 0.13 0.43 1.03
-1.05 .36 34 02 14 -1.31 -10 12 .01 -04 06 10 401
-0 19 12 .07 -89 -82 -07 .26 2 .06 15 .05 438
.05 80 64 A7 -.76 —66 -10 .60 23 04 19 37 542
.64 .80 69 N -.16 -13 -.02 .36 20 15 .05 16 3.56
1.64 .95 88 .07 .69 66 .03 .36 .38 22 16 -02 63
=15 12 -05 A7 -.26 -18 -09 .20 43 40 .03 -23 14
-59 -7 -.63 -08 12 20 —-08 31 .35 47 =11 .01 -.50
-1.32 -22 =21 00 -1.10 -9 -12 79 65 51 4 14 431
154 61 | 200 216 -1.78 -38 74 33 .38 -04 M 5.34
-39 24 20 .05 -63 -50 -13 1.37 78 .62 .16 59 520
-29 53 21 25 -82 —-80 -02 114 61 52 .09 53 377
A7 77 .62 15 -60 -39 =21 62 38 .38 01 24 3.04
81 1.23 99 24 -4 -35 -07 26 -15 —-04 -12 42 431
51 97 72 26 -46 -37 -09 58 15 -.02 18 43 3.50
40 78 .56 22 -37 -25 -13 65 20 .02 18 45 2.09
62 .61 45 16 01 -04 .05 25 .01 —-.06 07 24 15
-04 .66 52 14 -70 -76 05 10 =15 =31 16 25 324
-56 31 22 09 -87 -.82 -05 =17 -32 -32 00 15 2.68
-4 84 .65 191 1250 115 -10 02 -31 -.28 -.02 32 341
12 1.02 83 19 -9 -84 -06 10 =21 =21 00 31 313
-15 .86 68 181 -1.01 -91 -10 18 -09 -.08 -01 21 376
=31 1.26 1.10 A6 -157] 140 =17 .30 -.06 -13 07 .36 392
-1.14 .26 A7 08| -139] -1.18 -2 A4 —-.06 -.09 .03 .50 455
-90 52 32 200 142 131 -1 .59 12 .06 06 47 482
-85 .86 72 130 171 145 -.26 .33 .02 -.04 06 31 411
-24 -59 -49 -10 .35 .39 -.04 .67 24 13 12 43 1.80
—.67 -19 -24 .05 -48 -4 -07 .83 41 30 18 .35 1.21
-49 19 19 .01 —.68 -.67 -01 40 45 35 10 -.06 281
-.63 88 58 30| 151 -1.28 -22 .30 31 26 .05 -.02 345
-30 67 52 15 -98 -.88 -09 4 15 N .04 .00 355
-.06 95 n 240 =101 -81 -20 .30 A7 07 10 A3 2.68
.52 94 .53 4 42 =21 -15 34 14 13 .01 20 226
1.04 67 48 19 37 47 -10 49 46 33 14 03 58
1.07] -100| -1.00 .00 2.07 210 -03 72 48 29 .20 24 -1.78
-43 1.40 113 281 183 173 -10 -02 34 16 18 -.36 1.30
12 90 .65 .26 -79 -74 -05 -67 -23 -12 -12 -44 161
12 54 31 A7 -42 -38 -04 -42 -.16 -18 .02 -.26 212
20 4 27 13 -20 -28 .07 -46 -43 -33 -10 -03 1.88
=31 52 M 12 -84 -75 -09 -.16 -18 -18 .00 02 264
=77 .04 -03 07 -81 74 -07 37 .00 -09 09 36 2.65
-.16 .06 .05 01 -22 -14 -.08 35 .04 -02 .06 31 234
-20 49 32 A7 -69 -.53 -16 10 .03 04 -01 .07 2.46
-26 .35 34 01 —60 —-62 02 35 22 13 09 12 285
-1 .07 01 05 -18 -.06 - .68 .25 21 04 43 2.50
=21 -1.46 -5 -7 1.25 67 58 .60 42 N 30 18 -1.63
-1.25 .68 53 A4 192 158 -34 -02 13 -.04 A7 -15 5.87
-39 83 46 37 122 -81 -4 -2 -22 -14 -08 .00 1.87
A5 32 A7 15 13 23 -10 .59 2 13 .08 .38 340
-39 40 15 .25 -19 -57 -23 .65 24 14 10 4 278
=21 A7 13 05 -39 -29 -10 19 -.08 .04 =12 21 2.23
-2.15 44 -.65 200 171 -1.44 =21 -54 -56 -40 -.16 .02 -1.32
.38 1.45 98 471 107 -52 -55 -26 -25 05 -30 -01 2.66
2.63 1.70 1.30 .39 94 1.18 -24 28 -09 -15 06 31 377
14 -33 -45 n 471 34 A3 .69 .54 28 .26 15 127
2023: 1. .58 43 46 -03 14 14 01 .69 25 16 .09 44 511
Il -30 -.60 -81 21 .30 49 -19 .56 -01 08 -09 .56 290
.09 49 43 .06 -40 -44 .04 87 42 26 16 44 373
—.06 66 45 21 -2 -30 —-42 79 2 08 4 .57 359
2024: 1. —-42 49 -01 .50 -91 -.78 -13 .39 .05 -10 15 34 1.68
Il -1.04 08 .03 05 -1n -95 -16 57 27 25 .03 30 242
-4 95 .58 3710 136 -9 —-41 92 54 A7 .07 38 345
-.06 -10 -28 18 03 .35 -32 57 28 A7 N 29 2.77
2025 1. 68| 02| 42| -40| 40| -as8| 8| 17| -3 -27| -n| ;| 32
Il 483 -20 -33 13 5.03 499 .04 -01 -35 .03 -.38 33 121
162 1.00 .57 43 62 .80 -18 38 A7 21 -04 21 450
-22 -.36 -12 -24 15 .26 -1 -1.03] -1.16 —-42 -74 13 37
Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-3. Gross domestic product, 2010-2025

[Quarterly data at seasonally adjusted annual rates]

Personal consumption

Gross private domestic investment

expenditures
Fixed investment
Gross, Ch

Year or quarter | domestic Nonresidential ziinnge

product Total Goods | Services | Total . private

Total ' ntel- | Resi- | nyen-

Total Struc- | Equip- | lectual | dential | iores

tures ment | property
products
Billions of dollars
102603 | 3317.8| 69424| 21655| 21116| 17350 3798 7770 578.2| 3766 539
10,698.9| 35181 1807 | 23326| 2286.3| 19075 4045 881.3 621.7| 3788 46.3
11,047.4| 36377 74096| 26218| 25505| 21185 4794 983.4 655.7| 4320 712
11,3882 | 37422| 7646.1| 28383| 27329| 22213 4915| 10353 694.6 511.5 105.5
118745 38866 79879| 30740| 29892| 24252 5746| 1,091 15| 5640 84.8
12,2974 39551 | 83423 | 32885| 3,1484| 25075 584.5| 1,144 7789 6409 140.1
12,7268 | 4,0330| 86938| 32783| 32392| 25290 566.2 | 1,119.8 8430 7102 391
13290.6 | 42122 90784 | 3467.7| 34350| 2661.1 594.9| 1,160.0 9062 7739 327
139344 | 44142| 95202 | 37248| 36684| 28565 636.6| 12276 9922 8119 56.4
215400 | 144375| 45328| 99047| 38937| 38208| 29937 677.9| 12409| 10749| 8271 730
213753 | 142314 | 47086| 9522.7| 37634| 37939| 28733 6246| 11125| 11362| 9205 -305
237256 | 16,1197 | 54994 106202 | 4,2465| 42197 | 3,0872 627.9| 11963 | 172631 11324 269
26,0546 | 176900 | 59387| 11,751.3| 4,8443| 46631| 34846 7551 | 13058 14237 11785 181.2
278115 18,8332 | 6,1157| 127175| 50237| 49700| 3:856.0 926.8| 14047| 15245| 1,114.0 537
292980 | 19,8960 | 6,261.5| 136345| 52593 | 52058 | 40229 9348| 148431 16039| 11828 535
30,767.1| 20956.0 | 6,508.2| 14,4478| 5462.7| 54448| 472511 893.2| 16434 17145| 11938 179
252503 | 17,1490 | 58433 | 11,3057 | 4,8143| 4531.1| 33150 688.1| 12627 13642 12162 2832
25861.3| 17,6066 | 59808 11,6258| 4,811.5| 46609| 34387 7327 12922 14138| 12222 150.6
263363 | 17,893.1| 5977.7| 119154| 48123 47127| 35476 7809| 13206| 14460 1,165.1 99.6
267705 18111.4| 5952.8| 121585| 4939.2| 47476| 35637.0 8187 | 13476| 14707| 1,1106 1916
2023: 1. 272164 | 18487.0| 6,0684| 124186| 483838| 48379| 37566 8858 | 13694 | 1501.4| 10814 459
| 27,5301 | 18693.1| 6,0794| 126137 491.1| 49435| 38543 9252 14116| 15175| 1,089.2 176
280748 | 189618 | 6,1499| 12,811.9| 50888| 5006.3| 38716 1.3 141121 1529.1| 11347 825
2842471 19,1906 | 6,165.0| 13,025.6| 5161.2| 50923 | 39413 949 14264| 1550.1| 1,1509 689
2024: 1. 28,7082 | 194438 | 6,136.3| 13307.5| 51550| 51396| 39638 946.9| 14406| 15763 | 11758 155
| 291470 | 19756.1 | 6,224.4| 13531.7| 52902| 51925| 40124 941.7| 14785 15922| 1,180.1 97.7
29511.7| 20,0328 6,2916| 13741.3| 5330.2| 5247.0| 4,069.2 934.7| 15157 16188| 11778 833
298252 203513 | 6,3939| 13957.4| 5261.8| 52440| 40464 916.0| 1502.2| 16283| 11977 17.8
2025: 1. 30,0421 | 20555.0 | 6,432.3| 14122.7| 5556.2| 53440| 41378 911.2| 15791 | 16475| 12062 212.2
| 304857 | 20,7899 | 6,471.1| 143188| 53586| 54044| 42075 891.3| 16250 16912 1,199 458
31,090 21,111.2| 6,545.6| 145655 54190 54787 | 42935 887.3| 16694 | 17367| 11852 -59.7
314425| 21,368.1| 6583.8| 147843 | 5517.0| 5552.2| 43655 883.0| 17000 17825| 11867 -36.3
Billions of chained (2017) dollars

16,789.8| 11,335.6| 33002 80653 | 23090| 22699| 1,794.3 454.8 757.8 586.4 4728 54.4
17,0524 | 115285| 33723 8,1839| 2463.1| 24325| 19513 469.0 859.6 622.9 4722 444
17,4428 | 11,686.1| 34442| 82653 | 27353| 26780| 21371 531.5 9539 653.8 533.3 69.2
17,812.2| 11,889.9| 35623 8341.9| 29387| 28420| 22386 537.3| 1,006.5 695.0 601.1 1035
182617 122264 | 3717.7| 85163| 31290| 30526| 2421.1 597.2| 1,086.0 739.1 626.8 85.1
18,7996 | 12,6388 | 39025| 87389| 33234| 31936| 24989 5982 | 11272 774.0 693.2 1336
191417 | 129490 | 40447| 89049| 33202| 3286.9| 25448 579.7| 11175 8476 7422 34
196121 132906 | 42122| 90784 | 3467.7| 34350| 2661.1 5949 | 1,160.0 906.2 7739 327
201939 | 136549 | 43787| 92766| 3668.1| 3611.7| 28443 629.2| 172286 986.5 768.5 54.3
20,715.7 | 139481 | 45136| 94362| 37840| 37109| 29522 6440| 12411 1,067.0 7616 724
202845 135969 | 47244| 88924| 36186| 36394| 28178 5846 | 1,1185| 11151 818.2 -240
215324 | 147924 | 5257.7| 95640| 39444| 39057 | 29930 568.6 | 11974 12309 904.8 234
220759 | 152368 | 52259| 10,0328 | 4,184.9| 4,0024| 31874 5882 | 12311 13749 831.3 1455
22,7237 | 156278 | 53163 | 103318 | 4,2195| 41404 | 34186 686.4 | 1267.0| 14600 766.1 474
233584 | 16,0885 | 5466.8| 10,642.1| 4,3465| 42640| 35189 694.0 | 13115| 1511.0 7904 435
23,8530 16,511.1| 5643.1| 10892.1| 4,4332| 4377.7| 36627 657.3| 1420.1| 1596.6 77137 306
219327| 151009 | 52536| 9871.0| 42724| 4,0005| 31101 567.5| 12235| 13262 889.8 2214
21967.0| 152244 | 52483 | 99988| 4,177.0| 40198| 31634 579.7| 12257| 13654 863.9 1144
22,1256 | 152958 | 52158 10,101.3| 4,1053| 39972| 32102 5946| 12338| 13883 809.2 797
222183 | 153262 | 5185.9| 10,159.9| 41850| 3992.1| 3.266.0 611.0( 12414 14195 762.1 160.6
2023: 1. 224396 | 154958 | 52766 10,2400 41085| 4,0397| 33333 653.1| 1,240.6| 14386 749.2 435
| 22,5805 | 155637 | 5282.1| 10291.4| 41808| 4,1323| 34218 6836 12780| 145852 756.9 17.0
22841.0| 156719 | 53388 103538| 4,2755| 4171.2| 34364 695.0| 1269.6| 14655 7711 67.5
230338| 15789.7| 53676| 104419| 43132| 42185 34830 7138 12799 14807 780.6 61.9
2024: 1. 23,0821 158577 | 53495| 105244 | 4,296.3| 4249.7| 349.0 7048 12814 15048 79%.2 124
| 23,2865 | 16,0096 | 5421.0| 10606.8| 43820| 472649| 35175 697.8| 1309.0| 1507.3 7922 751
234786 | 16,1658 | 5501.9| 10,685.1| 43922| 472813| 35476 6939| 13350 15171 7825 69.4
. 23,5865 | 16,3209 | 5594.7| 10,752.1| 43156| 472603 | 35144 679.5| 13206| 15150 790.7 171
2025: 1. 235482 | 16,3458 | 5597.4| 10,773.6| 4547.9| 43336| 35954 674.2| 13860 1539.0 788.8 1720
| 237710 | 16,4457 | 56284 | 10,842.3| 43828| 43805| 36593 661.2| 14147 15938 7785 -18.3
24,0268 | 16,5859 | 5670.7| 10,939.6| 43832| 43893| 3,687.8 652.8| 14329| 16156 764.3 -239
24,066.0 | 16,6670 | 56757 | 11,0129| 44189| 4407.2| 37084 640.9| 14466| 16379 7632 -15

See next page for continuation of table.
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TABLE B-3. Gross domestic product, 2010-2025—Continued

[Quarterly data at seasonally adjusted annual rates]

Net exports of Government consumption expenditures )
goods and services and gross investment ) Final
F‘mal ] dGross_ sales to . Gross | average
sales o omestic | private | domestic
Year or quarter Net Federal State ||domestic | pur- | domestic | incom: :;dG(E]DI
expgrts Exports | Imports | Total National | Non- | @ product | chases ' ) pur- | (6D
Total | Gefense | defense | ¢ chasers
Billions of dollars
1857.2| 2389.6 | 3,1556 1,300.2 828.0 472.2 | 1,855.4 || 14,9951 | 15581.3| 12,371.8| 14,9795| 15,0142
21159 26955 3,1479| 1,299.8 834.0 4658 | 1,848.21| 15,5535 16,179.3| 12,9852 | 15,624.0 | 15611.9
221771 27693 | 31365| 12870 8142| 4728| 1,8495]| 16,182.8 | 16,805.6 | 13,597.9 | 16,407.6 | 16,330.8
22879 2,766.4 | 3,1326| 1,2274| 7643 463.1| 1,905.21| 16,775.2 | 17,359.1| 14,121.1| 16,910.5| 16,895.6
23185| 28874 31686| 1.217.1 7441 47301 19515 17,5233 | 18,117.0| 14,863.6| 17,749.1| 17,678.6
22106 2,7949| 32334\ 12228 7304 | 49241 20106 181549 18,8193 | 154458 | 18388.0| 183415
22356 2,7388| 33030| 12374 7294| 5079| 2,0657]| 18,7658 | 19,308.2 | 15966.1 | 18,752.0| 18,7785
23883 2,931.6| 3.397.1| 1,266.1 748.3 517.8| 2131.11| 19,5794 | 20,155.4 | 16,7256 | 19,544.2| 19,5782
25381 3131.2| 35904| 13463| 795.1| 5651.2| 2,244.1)( 20,600.1 | 21,2496 | 17,602.8 | 20,593.1| 20,624.8
25394 3116.7| 37860 14195 849.5 570.0| 2,366.5|| 21,467.0| 22,117.3| 182583 | 21,4829 215115
21638 278241 3,999.1| 15246 884.9 639.7 | 2,47451| 21,4058 | 21,9938 | 18,025.2| 21,254.7| 21,3150
2568.7| 34179 4,2087| 16044 909.1| 6953 2,6043| 23,698.8| 24,5749 | 20,339.4 | 23,687.8| 23,706.7
30364 39743| 44582 16405 9296 7109 2,817.71| 258734 26,9925 | 22,353.1| 26,055.0| 26,054.8
30734 38599 4,741.2| 17657| 1,0040| 7617 | 29755]| 27,757.8 | 28,598.0 | 23,803.2 | 27,485.7 | 27,648.6
32154 41138 5041.1| 1,8924| 1,082.7 809.7 | 3,148.7 || 29,2445 30,196.5| 25,101.8| 29,001.7| 29,149.9
3319.7| 42458 52745| 1967.0| 1,1434| 8236 3,307.5|( 30,749.2 | 31,6933 | 26,400.9
2865.2| 39144 | 4336.2| 16090 905.1| 7039| 2727.2| 249672 | 26,2995 | 21,680.1 | 253555 | 25302.9
30937 4,0899| 44394 16226 929.0 693.6 | 2,816.7 || 25,710.7 | 26,857.5| 22,267.5| 25911.0| 25,886.2
3129.1| 39847 | 4,4865| 1639.1| 9286| 7105| 28474 ]| 26,2367 | 27,1919 | 22,6059 | 26,4287 | 26,382.5
3,057.7| 39083| 45706 16913 955.7 7356 2,879.2|| 26,578.9 | 27,621.1| 22,8589 | 26,524.8 | 26,647.7
3,0855| 3,880.4| 4,6405| 1,727.7 975.0| 7527 29128 27,1705| 28,0114 | 23,325.0 | 26,980.5| 27,098.5
3016.2| 38137 | 46734| 17388 9880| 7508 29346|| 275125 28,3275 | 23,6366 | 27,229.1| 27,379.6
30821 38476| 4789.7| 1,7844| 10184 | 766.0| 3,005.4 | 27,9924 | 28,8404 | 23968.2| 27,6156 27,8452
31096 | 3897.7| 4861.0| 18120| 1,0345| 7775 3,049.0|| 28,3559 | 29,2128 | 24,2829 | 28,117.4 | 28271.1
3,164.11 3986.6| 4,931.8| 18343 1,0396| 7946 3,0975]|| 28,6927 | 29,5306 | 24,583.4 | 28,468.4 | 28588.3
31926 4,087.0| 49952| 1,867.5| 1,064.3 8032 3,127.61| 29,049.4 | 30,0414 | 24,9486 | 28,861.1 | 29,004.1
32565| 41948 | 5086.9| 19179| 1,1042| 8137 3,169.1|( 29,4284 | 30,4500 | 25279.8 | 29,117.3 | 29,3145
32483 41869 5150.7| 1,950.0| 1,122.7 827.2| 320081| 29,807.4 | 30,763.8| 255953 | 29,560.0 | 29,692.6
32937 45583 51955| 1,949.7| 1,116.6 8331 324581] 29,829.9 | 31,306.7 | 25899.0| 29,895.7 | 29,968.9
32675| 41673 | 5237.0| 1956.4| 1,1358| 8207 | 3,280.6| 30,5315 | 31,3855 | 26,194.3 | 30,2449 .
33669 | 41234 53244) 1,989.7| 1,161.9 827.8| 3,334.71| 31,157.7 | 31,854.6 | 26,589.9| 30,789.4
33506 41343 | 5341.1] 1,9720] 1,159.3 812.7| 3,369.2|| 31,477.7| 32,226.2| 26,9203 | ....
Billions of chained (2017) dollars

1,907.3| 22953 | 3539.7| 14226 897.3 52411 2,117.0]| 16,755.0 | 17,169.9 | 13,600.3| 16,712.3 | 16,751.0
20442 | 24058 | 34269| 13842 8781| 5049 2,0423| 17,0258 | 17,409.2 | 13,957.7 | 17,079.0 | 17,065.7
21263 | 2,464.7| 3,356.0| 123579 848.2 508.8 | 1,997.7|| 17,3875 | 17,7731 | 14,3625| 17,6076 | 175252
21903 | 24946 | 32756 172839 7924| 491.0| 1991.8| 17,7159 | 18,1026 | 14,7308 | 17,8436 | 17,827.9
22158 26234 3247.3| 12519 7604 | 49131 1,995.3|| 18,185.6 | 18,602.0| 15278.6| 18,407.9| 18,334.8
22831 27595 33136 12527 7449| 507.8| 2,060.8| 18,669.0 | 19,276.0 | 15832.3 | 18,895.2 | 18847.4
22939 2,799.7| 33785 1,2260.0 4.1 518.8| 2,1185]| 19,1084 | 19,6475| 16,2359 | 19,0878 | 19,1147
23883| 29316| 3397.1| 12661 7483| 517.8| 2,131.1|[ 195794 | 20,155.4 | 16,7256 | 19,544.2 | 19,578.2
24564 3,050.0| 34650 123099 7746 535.3| 2,155.2|| 20,1376 | 20,787.5| 17,266.5| 20,131.9| 20,1629
24695| 30859 | 36004| 13603| 816.3| 544.1| 22402| 20642.8| 21,3326 | 17,658.8| 20,660.8 | 20,688.2
21578| 28136 3722.7| 1446.1| 8397| 6064 | 22775| 203045 20,9428 | 17,2359 | 20,170.1| 20,227.3
22972 32235| 37186 14730 832.3 640.7 | 2,2479]| 21,4939 | 22,451.2 | 18,698.1| 21,498.1| 215152
2472.1| 34964| 36727 14241| 8008| 6233| 22486 21.896.7| 230828| 19239.2| 22,076.3| 22,076.1
2541.0| 3,466.2| 3800.7| 14714 830.5 6409 | 2,329.2|| 22,6455 23,638.1| 19,768.1| 22,457.5| 22,590.6
26336| 3666.2| 39453 | 1527.4| 8635| 6639| 2417.8| 232769| 24371.1| 203525| 23,122.2| 23,240.3
26754 3,766.0 | 3989.3| 1,509.7 873.6 6357 | 2,4785|| 23,796.7 | 24,923.0| 20,8883 | w.eevevveccic | i
23775 348441 36655| 1,4289| 7990 630.0 | 2237.3|| 21,666.6 | 23,026.3| 19,1014 | 22,024.1| 21,9784
2451.7| 35447 36524| 14154 801.8| 6135 2237.0|( 21,8129 | 23,0415 | 19,2442 | 22,009.3 | 21,988.2
25389 34920| 36678| 1,4106| 7933 617.4| 2,256.3|| 22,019.1 | 23,0576 | 19,2930 | 22,203.2 | 22,164.4
2520.1| 34646| 3705.1| 14416 809.3| 6324 | 272639| 22,088.1| 23,2058 | 19,3182 | 22,0739 | 22,176.1
25435| 34557 | 37429| 14563| 8184| 638.0| 2287.0| 22,3709 | 23,337.7 | 19,5354 | 22,245.1 | 22,342.4
25093 | 343741 37735| 1,456.1 8232 632.9| 2,317.1]| 2256321 | 23,498.3 | 19,686.0 | 22,333.6| 22,457.1
2536.7| 34629| 3821.2| 14803| 838.1| 6422 23409|| 22,7383 | 23,7584 | 19,843.1 | 22,4674 | 22,654.2
25746 35088 38651 14928 842.3 650.4 | 2,372.0]| 22,9405 | 23,957.9 | 20,008.0| 22,7848 | 22,9093
26036 3567.8| 3,887.1| 14958 836.7 659.3 | 2,390.7|| 23,035.5| 24,031.7 | 20,107.0| 22,889.4| 22,9857
26080 36402| 39192| 15115 850.9| 660.7| 24073| 23,171.8 | 24,300.1 | 20,274.3 | 23,058.1 | 23172.3
26643 37292| 3971.3| 15429 878.2 664.6 | 24285]| 23,3696 | 24,519.6 | 20,4469 | 23,164.8| 23,3217
26585| 37274 40038| 15595 8880| 671.2| 2444.7| 23,5308 | 24,633.0| 20,5816 | 23,3769 | 23481.7
26595| 40402\ 39939| 15372 8723| 664.7| 2456.3| 23,3405 | 24,874.0| 20679.0 | 23,433.4| 234908
2647.3| 37053| 3993.0| 15166 874.2 642.0 | 2475.3]| 23,7656 | 24,812.9| 20,8254 | 23583.2| 23677.1
27088 | 3664.3| 40150 1526.6| 886.4| 639.7| 24874 24,029.1| 24976.1| 20974.9| 237884 | 23,907.6
2,685.9| 3654.1| 3955.2| 14585 861.6 596.4 | 2,495.1|| 24,051.4 | 250291 | 21,0741 ..

1 Gross domestic product (GDP) less ex

2 Personal consumption expenditures p?us gross private fixed investment.
For chained dollar measures, gross domestic income is deflated by the implicit price deflator for GDP.

Source: Department of Commerce (Bureau of Economic Analysis).

orts of goods and services plus imports of goods and services.
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TABLE B—4. Percentage shares of gross domestic product, 1975-2025

[Percent of nominal GDP]

Personal consumption

Gross private domestic investment

Fixed investment

Gross,
Year or quarter d&g}gﬁ&c Nonresidential Ch?,':ge
(percent) | Total Services | Total Resi private
Total ) Intel- es_\-‘ inven-
Total Struc- | Equip- | lectual | dentia tories
tures ment | property
products
61.2 32.0 1563 156 1.7 3.6 6.4 17 40 -04
613 321 17.3 16.3 1.7 35 6.5 17 46 9
61.2 324 19.1 18.0 124 36 11 17 5.5 11
60.5 323 203 19.2 134 40 77 17 59 11
60.3 32.3 20.5 199 142 45 19 18 5.6 7
61.3 333 18.6 18.8 142 48 16 19 45 -2
60.3 B2 19.7 18.8 14.7 52 75 20 40 9
61.9 35.0 174 178 145 53 7.0 22 33 -4
62.8 36.0 175 17.7 13.3 42 6.8 22 44 -2
61.7 354 20.3 187 14.0 44 1.2 24 41 16
62.5 36.3 19.1 18.6 14.0 45 7.1 24 46 5
63.0 36.9 185 184 133 39 6.9 25 5.1 A
634 315 184 178 12.7 36 6.6 25 5.1 )
63.6 38.1 179 175 126 35 6.6 25 49 4
63.4 382 177 17.2 12.7 34 6.6 2.7 45 5
639 389 16.7 16.4 124 34 6.2 28 40 2
64.0 39.7 153 1563 1.8 30 59 29 36 0
64.4 404 155 15.3 114 26 59 29 39 3
64.9 410 16.1 158 1.7 2.6 6.2 29 4.2 3
64.8 40.8 172 16.4 1.9 2.6 6.5 28 4.4 9
65.0 412 172 16.8 126 2.1 6.9 30 42 4
65.0 4.2 17.7 174 129 28 7.0 3.1 44 4
64.5 42 18.6 178 134 29 71 34 44 8
64.9 4.6 19.2 185 138 30 13 35 46 7
65.2 45 196 19.0 142 30 14 38 48 6
66.0 421 19.9 194 146 3.1 15 40 47 5
66.8 430 18.3 18.6 138 32 6.7 39 48 -4
67.2 435 17.7 175 124 2.6 6.0 37 5.1 2
67.6 438 17.7 176 12.0 25 59 37 56 A
67.4 436 187 18.1 12.0 25 5.9 36 6.1 5
67.3 436 194 19.0 124 2.7 6.1 36 6.6 4
67.2 43.7 196 19.1 13.0 3.1 6.2 37 6.1 5
67.3 441 185 18.2 135 35 6.2 38 48 2
68.0 453 16.8 17.0 135 39 5.7 39 35 -2
68.3 46.4 13.3 144 17 3.1 46 39 2.7 -1.0
68.2 46.1 144 14.0 15 25 5.2 38 25 4
68.6 46.0 15.0 14.7 122 2.6 5.6 40 24 3
68.0 456 16.1 15.7 13.0 29 6.1 40 2.7 4
67.5 45.3 16.8 16.2 132 29 6.1 4.1 30 b
67.4 454 175 17.0 138 33 6.3 42 32 5
67.2 456 18.0 172 137 32 6.3 43 35 8
67.7 46.2 174 172 134 3.0 6.0 45 38 2
67.8 46.3 177 175 136 30 59 46 39 2
67.5 46.1 18.0 178 138 31 59 48 39 3
67.0 46.0 181 177 139 31 58 5.0 38 3
66.6 446 176 177 134 29 52 53 43 -1
67.9 448 179 178 13.0 2.6 5.0 53 48 A
67.9 451 18.6 179 134 2.9 50 55 45 7
67.7 457 18.1 179 139 3.3 5.1 55 40 2
67.9 46.5 18.0 178 137 32 5.1 55 40 2
68.1 470 17.8 17.7 138 29 53 56 39 Al
67.9 4438 191 179 13.1 2.7 5.0 5.4 48 11
68.1 450 18.6 18.0 133 28 5.0 55 47 6
67.9 452 18.3 179 135 30 50 55 44 4
67.7 454 185 177 136 31 5.0 55 4.1 7
67.9 456 179 178 138 3.3 5.0 55 40 2
67.9 458 18.0 18.0 140 34 5.1 55 40 A
67.5 456 18.1 178 138 33 5.0 54 40 3
675 458 18.2 179 139 34 50 55 40 2
. 67.7 46.4 18.0 179 138 33 50 5.5 41 A
1 67.8 46.4 18.1 178 138 32 5.1 55 40 3
) 67.9 466 18.1 17.8 138 32 5.1 55 40 3
. 68.2 46.8 176 176 136 31 5.0 5.5 40 A
2025: 1. 100.0 68.4 41.0 185 178 138 30 5.3 5.5 40 7
Il 100.0 68.2 470 17.6 17.7 138 29 53 55 39 -2
100.0 67.9 46.8 174 176 138 29 5.4 5.6 38 -2
100.0 68.0 47.0 175 177 139 28 54 5.7 38 -1

See next page for continuation of table.
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TABLE B—4. Percentage shares of gross domestic product, 1975-2025—Continued

[Percent of nominal GDP)

Government consumption expenditures
and gross investment

State
and
local

Non
defense

mmmoma NN SN

NacnNaNNNNNNe s ol s Nl NN NS ool o

Federal
National
defense

MO SO~ MO

GOSN ©
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Total

OO SO <E O

Total
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DS —MN—OOMNN ONMOOMTNOMTO NN —ON— NNO— —O—— N ONM MN— O

Net exports of goods and services

Services

©OOIN~ OO,

Imports
Goods

Total

Exports

.......... 5.]
s D P e D= D R
PTY TP P

Year or quarter

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-5. Chain-type price indexes for gross domestic product, 1975-2025

[Index numbers, 2017=100, except as noted; quarterly data seasonally adjusted]

Gross

Personal consumption expenditures

Gross private domestic investment

Fixed investment

Year or quarter | domestic Nonresidential
product Total Goods | Services Total
Total ‘Intrel-‘ Residential
Total | Structures | Equipment preocpgﬁy
products
21.796 26.860 46.159 19.302 40.356 38.984 50.410 17.065 84.000 50.336 19.109
29.327 28333 47.966 20641 42.587 41233 53.187 17.901 89.157 52.561 20.347
31.148 30.176 50.526 22.203 45725 44,397 56.710 19.454 94.635 54.868 22425
33.339 32276 53.626 23910 49.431 48111 60.502 21332 99.891 57.725 25179
36.104 36.143 58.698 25915 53.867 52.434 65.368 23811 106.353 61.562 28.023
39.375 38.928 65.271 28610 58.908 57.325 71138 26.024| 115715 66.316 31.045
43.092 42.415 70120 31.541 64.404 62.589 77.902 29603 | 124182 71.265 33657
45756 4477 72.031 34.017 67.817 66.105 82.329 31939 129.288 75.312 35.356
47545 46.676 73.331 36.106 68.025 66.357 82193 31.125|  129.659 78125 36.193
49.262 48.439 74718 37.985 68.758 67.004 82.453 31.397| 128,600 80.315 37.265
50.820 50128 75917 39.843 69.609 67.980 83.305 32,1441 128600 81.651 38.289
51.850 51.219 75.562 41.480 7174 69.644 84.766 32760 131.183 82.286 39.978
53.126 52.802 77.992 42726 72,656 71.061 85.734 33.286| 132.038 83761 41.707
55.002 54.865 80.048 44769 74.483 73.044 87.893 34698 | 133.864 86.381 43.159
57.159 57.261 83.128 46.880 76.382 74.928 89.937 36.057| 136.423 87.494 44.570
59.307 59.775 86.532 49.029 771.978 76.565 91.867 37.222| 139212 88.404 45597
61.303 61.774 88.647 50.946 79.300 77.906 93.606 37896 | 141570 90.635 46.190
62.701 63.420 89.717 52.758 79.300 77.949 93.300 37.905| 141.355 89.634 46.759
64.189 65.000 90.496 54.582 80.240 78.886 93.500 39.016| 139.703 90.261 48.663
65.557 66.356 91.417 56.066 81.437 80.099 94.238 403941 139.454 90.732 50.424
66.933 67.754 9221 57.632 82.748 81.430 95.176 421431 137.927 93.406 52.227
68.156 69.203 93.285 59.214 82.700 81.498 94,599 432141 134799 93.818 53.348
69.337 70.407 93177 60.883 82.748 81.640 94.070 44864| 131.083 94.326 54.634
70.102 70.967 91.777 62.172 82.140 81.196 92.594 46915 125.201 93.868 56.075
71.084 72.001 92.258 63.409 82.218 81.333 91.666 48.357| 120.368 95.383 58.176
72.709 73.822 94.089 65210 83.296 82.486 92.068 50.252| 117.751 98.100 60.758
74.385 75.302 94.018 67.292 84.006 83.206 91.698 52.884| 114.281 97.969 63.642
75.500 76.291 93122 69.033 84.281 83.453 91.219 55.089| 111.883 96.657 65.218
71.012 77.894 93.003 71.336 84.973 84.183 90.517 57.057| 108.990 95.926 68.308
79.069 79.827 94.311 73.528 87.455 86.642 91.409 61.282| 108.078 95.613 73.102
81.537 82.127 96.203 75.998 90.993 90.223 93780 68.841| 107.827 96.232 78.338
84.074 84.440 97.494 78.750 94.194 93.428 96.066 77.037| 106.758 97.3712 82914
86.352 86.607 98.576 81.388 95.615 94.857 97.621 81.581| 106.377 98.571 84.010
87.977 89.170| 101.524 83.783 96.400 95.658 99.131 85.751 105.708 |  100.125 82.828
88.557 88.921 99.084 84.432 95.297 94.494 98.488 84.186 | 106.354 98.877 79.930
89.618 90514 | 100533 86.077 93.688 93.026 96.695 83.502 | 102543 98.593 79.643
91.466 92.804 | 104.325 87.742 94.598 93.991 97.756 86.244| 102518 99.807 80.236
93176 94.534| 105,620 89.648 95797 95.241 99.130 90.209| 103.088| 100.292 81.006
94.786 95.781 105.049 91.659 96.678 96.160 99.229 914741 102857 99.948 85.095
96.436 97.121| 104.542 93.795 98.331 97.922| 100170 96.213| 102.124| 100.326 89.986
97.277 97.299| 101.350 95.462 98.728 98.582|  100.345 97.719] 101.498| 100.626 92.454
98.208 98.284 99.710 97.629 98.549 98.550 99.380 97.668| 100.206 99.453 95.699
100.000| 100.000| 100.000{ 100.000| 100.000| 100.000| 100.000| 100.000| 100.000| 100.000 100.000
102290 102.047| 100.811| 102.626| 101539 101.568| 100.427| 101.174 99.921| 100.582 105.640
103.981| 103509 100.426 104.965| 102912| 102.961| 101.406| 105.261 99.982| 100.736 108.600
105.398|  104.666 99.666| 107.088| 104.118| 104245 101.970| 106.852 99.461| 101.897 112,510
110.184| 108.972| 104599| 111.044| 107.651 108 039 103.147| 110427 99.908| 102.609 125.162
118.035| 116.100| 113639 117.130| 115.821 116.507| 109.323| 128.372| 106.065| 103.551 141.779
122.389| 120511 115.037|  123.091 119.054| 120.036| 112793 135.028| 110.865| 104.419 145.415
125430 123666 114538| 128.119| 121.014| 122.085| 114.324| 134698| 113.173| 106.144 149.655
128996 | 126.923| 115.325| 132646| 123299| 124.372| 116.057| 135931| 115.715| 107.375 154.276
115.162 | 113582 11.224| 114564 | 112778| 113264 106.618| 121.339| 103.206| 102.875 136.505
117.760 | 115.658 | 113.951 116.294 | 115278| 115945 108.739| 126.538| 105439 103.553 141.252
119.042| 116986| 114600 117.976| 117210 117.896| 110.547| 131.501 107.049| 104.163 143.774
120175 118176 114781 119.685| 118.019| 118923 111.387| 134.110| 108567 | 103.614 145.583
121.291 119.308| 115.002| 121.287| 118.839| 119.763| 112.712| 135680 110.390| 104.366 144.286
121933 120190 115094 | 122575 118.694| 119636 112.643| 135325| 110463 | 104.281 143.922
122.923| 120999| 115.194| 123.749| 119.031 120.027| 112662| 133.969| 111.162| 104.340 145.957
123409 | 121546| 114856| 124752| 119.651 120719 113.155| 135.138| 111.444| 104.689 147.496
124366 | 122622 114707| 126454 119914| 120943| 113378| 134.336| 112427| 104751 147.707
125167 | 123409| 114817 | 127586 | 120.695| 121.751 114.073| 134935 112.956 | 105.638 148.968
125715 123930 114349 | 128613 | 121.426| 122557| 114705| 134704| 113.547| 106.706 150.504
126474 | 124703 | 114280 129.821 122.022| 123.091 115.141 134818 | 113.761 107.482 151.442
127597 | 125759 | 114911 131.096 | 1222441 123316| 115.091 1351741 113939| 107.051 152.891
128.266| 126.424| 114.969| 132.075| 122330| 123375| 114985| 134.818| 114.879| 106.117 153.712
129457 | 127.293| 115.424| 133155 | 123740| 124819| 116427 135946| 116.517| 107.503 155.052
130664 | 128214| 115996 | 134256 | 124.884| 125979| 117.725| 137.785| 117.527| 108.828 155.450

See next page for continuation of table.
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TABLE B-5. Chain-type price indexes for gross domestic product, 1975-2025—Continued

[Index numbers, 2017=100, except as noted; quarterly data seasonally adjusted]

Exports and imports Government consumption Percent change ?
of goods and expenditures and Personal
services gross investment con- Personal
Final s:;npp;rwgn Gross consumption
Vear or quarter Federal sales of | ditures | domestic| expenditures | oo
q domestic | exclud- ur- |l “’5? domestic
t | Total product | ing | chases ' ||COTESTC 2
xports | Imports | Tota ol |Natona| Nor- food product - fmgd choses !
ol | defense | defense and otal | foo
energy and
energy
51.491| 46.087 | 22297 | 26.785| 26.442| 27.411 27.609| 26.899| 27.815 9.3 8.3 8.4 9.1
53.181| 47.475| 23522 | 28.451| 28.170| 28.935 29140 28534 29.343 55 55 6.1 55
55.348 | 51.658| 24.977| 30.201| 30.015| 30.477 30.962| 30.369| 31.278 6.2 6.5 6.4 6.6
58.715| 55299 | 26629 | 32.239| 32216| 32179 33.151| 32382| 33501 10 10 6.6 11
65.787 | 64.761| 28.820 | 34.664 | 34.765| 34.353 35.899| 34.743| 36.440 8.3 8.9 73 8.8
72462 | 80674| 31.802| 38.013| 38.319| 37.286 39.148| 37.936| 40.234 91 108 9.2 104
77.828| 85.035| 34.959| 41563 | 41.995| 40574 428341 41260 43.945 94 9.0 8.8 92
78199 | 82173 | 37.336| 44501| 45155| 43.034 45508 | 43942 | 46478 6.2 5.6 6.5 5.8
78518| 79.093| 38781 | 45977 | 46.824| 44.065 47289 46.191| 48.09%5 39 43 5.1 35
79252 | 78409| 40464 | 48.003| 48.969| 45814 48997 | 48106 49.722 36 38 41 34
76.893 | 75834 | 41.718| 49.022| 49.794| 47.327 50.578 | 50.060| 51.200 32 35 41 30
75610 75832| 42.418| 49.255| 49815| 48.109 51.621| 51.788| 52.268 20 22 35 21
77.280| 80.416| 43564 | 49597 | 50.173| 48415 52.888 | 53460 | 53.747 25 31 32 28
81.237| 84.264| 45004 | 51.215| 51.745| 50.179 54.784| 55.732| 55.648 35 39 42 35
82.583 | 86.106| 46.723| 52.646| 53.147| 51.695 56.938 | 58.045| 57.838 39 44 42 39
83.048 | 88575 48682 | 54.272| 54.872| 53.079 59.091| 60.397| 60.127 38 44 41 40
83.974| 87.837| 50450 | 56.224 | 56.601| 55.584 61.086| 62.554| 62.015 34 33 36 31
83.566 | 87.907| 51.978| 57.660| 58.247 | 56.548 62.486| 64.456| 63.457 23 2.1 30 23
83.704 | 87.234| 53203 | 58918 | 59.147 | 58.565 63.972| 66.206| 64.890 24 25 2.7 2.3
84.676 | 88.053| 54.613| 60.539| 60.696| 60.335 65.343| 67.688| 66.251 2.1 21 22 2.1
86.569 | 90.466 | 56.163 | 62413 | 62422 | 62.496 66.722| 69.163| 67.680 21 2.1 22 22
85.419| 88.889| 57.314| 63.455| 63.465| 63.538 67.963| 70474 68.857 18 2.1 1.9 1.7
83.914| 85.800| 58.439| 64.436| 64.350 | 64.698 69.162| 71.718| 69.873 1.7 17 18 15
81.927| 81.180| 59.433| 65260 | 65.152| 65.560 69958 | 72630 70339 11 8 13 7
81.311| 81.664| 61422| 66.872| 66.801| 67.112 70.955| 73583 | 71.410 1.4 15 13 15
82.873| 85.236| 64.059| 69.115| 69.056 | 69.339 725% | 74898 | 73.265 2.3 25 18 26
82.223| 83.031| 65909 70.395| 70.365| 70.576 74272 76317 74690 23 20 19 19
81.507 | 82.042| 67.610| 72669 | 72712 | 72735 75.380| 77.593| 75.713 15 13 1.7 1.4
82.800 | 84523 | 70.091| 75849 76.317| 75221 76.898 | 78.845| 77.355 20 2.1 16 22
85.818| 88553 | 73.016| 78.458| 78.965| 77.770 78952 | 80396 | 79.572 2.7 25 2.0 29
88.784 | 93764 | 76.726| 81.723| 82.562 | 80.461 81.426| 82158 82.346 31 29 22 35
91.604 | 97.393| 80.063 | 84.327 | 85.452| 82573 83963 | 84.126| 84.997 31 28 24 32
95.059 | 100.794 | 83.653| 86.829| 88.071| 84.879 86.244| 86.001| 87.308 217 26 22 2.7
99.387 | 110.783 | 87.213 | 89.472| 90.999| 87.023 87.871| 87.683| 89.787 19 30 20 28
93484 | 98534 | 86.836| 89.279| 90.352| 87.637 88.429| 88503| 89.397 7 -3 9 -4
.| 97.378| 104107 | 89.149| 91.394| 92273 | 90.094 89.496| 89.785| 90.734 12 18 1.4 15
103.508 | 112.040| 91.861| 93.900| 94.979| 92.262 91.352| 91.209| 92.921 21 25 16 24
104.298 | 112.359| 93.460| 94.783| 95.990| 92.927 93.071| 92897 94548 19 19 19 18
104.457 | 110.894 | 95.634| 95.597 | 96.459 | 94.308 94690 | 94.285| 95908 17 1.3 15 14
104.515| 110.067 | 97.578| 97.215| 97.850| 96.287 96.358 | 95697 | 97.408 1.7 1.4 15 16
99.455| 101.283 | 97.581| 97.609 | 98.053 | 96.968 97.246| 96.874| 97.593 9 2 12 2
97457 | 97.825| 97.766 | 98.205| 98.419| 97.897 98.207| 98.426| 98.241 1.0 1.0 16 7
100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 100.000 | 100.000 | 100.000 18 1.7 16 18
103.325 | 102.662 | 103.619 | 102.775 | 102.642 | 102.968 102.297 | 101.897 | 102.222 23 20 19 22
102.829 | 100.999 | 105.155 | 104.352 | 104.067 | 104.767 103.993 | 103.573 | 103.680 1.7 1.4 1.6 1.4
100.279 | 98.891{107.425{105.423 | 105.374 | 105.499 105.424 | 104.976 | 105.039 1.4 1.1 1.4 1.3
111.820 | 106.032 | 113.177 | 108.918 | 109.225 | 108.518 110.258 | 108.705 | 109.457 45 41 36 42
122.830 | 113.668 | 121.386 | 115.194 | 116.078 | 114.050 118.161 | 114511 116.949 7.1 6.5 53 6.8
120.949 | 111.357 | 124.745|120.003 | 120.888 | 118.857 122.576 | 119.289 | 120.982 37 38 42 34
122.090 | 112.211{127.775{123.896 | 125.394 | 121.953 125.637 | 122.802 | 123.905 25 2.6 29 24
.| 124.080 | 112.746 | 132231 130.361| 130.911| 129.711 129210 | 126.263 | 127.181 28 26 28 26
.1 120533 | 112.368 | 118.297 | 112.596 | 113.270 | 111.721 115.251 | 112.453 | 114.245 8.4 11 6.1 8.1
126.201 | 115.391{121.551 | 114.644 | 115.870 | 113.058 117.884 | 113.795| 116.586 9.3 75 49 8.5
123.251 | 114.109 | 122.328 | 116.201 | 117.058 | 115.093 119.167 | 115.231| 117.935 44 47 5.1 47
121.335] 112.803 | 123.369 | 117.334 | 118.113 | 116.328 120.342 | 116.565 | 119.032 39 4.1 47 38
121.310 | 112.287{123.992 | 118.644 | 119.152 | 117.986 121.464 | 117.917 | 120.027 38 39 47 34
120.205 | 110.947 | 123.855{119.425 | 120.041 | 118.627 122111 | 119.069 | 120.563 2.1 30 40 18
121.500 | 111.110{ 125.354 | 120.548 | 121.532 | 119.273 123.114 | 119.768 | 121.399 33 2.1 24 28
.1 120.781 | 111.085| 125.777 | 121.396 | 122.828 | 119.540 123613 | 120.403 | 121.939 16 18 2.1 18
S| 121527 | 111741 126.885 | 122.642 | 124.268 | 120.536 124.565 | 121.588 | 122.875 31 36 40 31
122.420 | 112.278|127.462 | 123.572 | 125.110 | 121.577 125371 | 122.454 | 123.628 26 26 29 25
122.226 | 112.490 | 128.100 | 124.313 | 125.751 | 122.448 125.932 | 123.168 | 124.205 18 1.7 24 19
122187 | 112.333 | 128.654 | 125.055 | 126.447 | 123.251 126.680 | 123.997| 124.912 24 25 217 23
123.845 | 112.827 | 130.093 | 126.850 | 128.023 | 125.336 127.809 | 125.000 | 125.881 36 34 33 31
123430 | 112.4741131.162 | 129.016 | 129.939 | 127.835 128.476 | 125.804 | 126.507 2.1 2.1 26 20
124.297 | 112.537 | 132.621 | 130.357 | 131.109 | 129.412 129673 | 126.699 | 127.566 38 28 29 34
.| 124749 | 113.146 | 135.049 | 135.222 | 134.573 | 136.263 130.883 | 127.549| 128.768 38 29 2.7 38

1 Gross domestic product (GDP) less exports of goods and services plus imports of goods and services.
2 Quarterly percent changes are at annual rates.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-6. Gross value added by sector, 1975-2025

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Business ' Households and institutions General government 3
) Addendum:
Gross Nonprofit Gross
Year or quarter | domestic " ||}smu- State housing

product Total | Nonfarm® | Farm Total ouse- ons Total Federal and value

holds serving Jocal added
house-
holds 2

16849 1,2848| 12392 456 15
18734 | 14433) 14002 430 161
20818 16162| 15727 435 17
23616 18382| 17875 50.7 202.
26273| 20628| 20027 60.1 2263 1

28573 22258| 21744 514 258.2 158.8 99.3 3734 159.8 2135 204.0
32070 25020| 24370 65.0 291.6 179.2 1124 4135 1783 2352 231.6
33438| 25686| 25082 60.4 3238 198.2 1256 4514 195.7 2556 2586
36340 2801.9| 27570 449 352.5 2136 138.9 479.7 2071 212.6 280.6
40376] 31367| 30726

43390 33696| 33059 . . . . . !

45796 35393| 34794 59.9 447.0 268.4 1786 5933 250.6 3427 364.5
48552 37352| 36732

5236.4| 40193 39579 . . . . . . . .

56416 43267| 42528 739 586.0 3414 2446 7288 2928 436.1 4527

5963.1| 45420| 44642 778 636.3 367.6 268.8 784.9 306.7 4782 487.0
6,158.1| 46450| 45747 704 677.3 386.6 2907 835.8 3235 512.2 515.3
65203 49202| 48404 799 7203 4071 3132 8798 3296 5502 5452
6,8586| 51774 51062 73 7728 4376 335.1 908.3 3315 576.9 5784
72812\ 55237| 54401 836 8247 4727 352.0 938.8 3326 606.2 619.6
76397| 57951 57267 68.4 8778 506.9 3709 966.9 333.0 633.9 662.6
80731 61595| 6,0669 926 9232 534.6 3887 9903 331.8 658.6 695.0

31,0980| 23,960.8| 23.7452 2156| 39162| 22799| 16363| 32210 1.0381| 21829| 29210
314425 | 242500 24037.4|  2126| 39578| 22975| 18603| 32347| 1.0305| 22042| 29426

1 Gross domestic business value added equals gross domestic product excluding gross value added of households and institutions and of general
government. Nonfarm value added equals gross domestic business value added excluding gross farm value added.
Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit institutions serving
households, and rental income u?persons for tenant-occupied housing owned by nonprofit institutions.
Equals compensation of general government employees plus general government consumption of fixed capital.

Source: Department of Commerce (Bureau of Economic Analysis).

85/76| 65788| 64906 88.1 975.9 565.7 402| 10229 3335 689.3 7319

90628| 6959.2| 68792 800 11,0406 601.6 43901 1,0630 336.8 7262 7748

96312 74018] 73302 nrpo12 644.0 46721 1,181 3450 7731 825.1
1025101 7.8759| 77993 767 1,190.7 692.3 49841 11843 360.3 824.0 880.6
105819| 8057.7 79786 7900 12117 7489 5228| 12526 3703 882.3 9471
10929.1| 8256.0| 81810 751 1,344.7 7816 5630 13284 397.8 9306 9835
114565 86429 85504 924 | 14088 814.1 5946 14048 4347 970.1 10148
122172 92493 | 91284 1209 14892 862.6 6266 14787 45941 1,0193 10741
130392 | 99110 98047 1063 | 15728 922.3 650.5| 15554 48841 1,067.0 1,149.7
138156 105247 | 104264 983| 11,6589 976.2 6828 16319 50991 11221 1,209.4
144742 | 10997.8| 10,880.0 11791 17495 10359 7136| 17269 5367 11912 12793
147699 | 11,061.8| 10943.0 1188 1.8869| 11252 76171 18212 569.1 12521 1,388.7
14,478.1| 10,6596 | 10,5571 1025] 19349| 11368 798.2| 18835 603.0| 12805 14155
15,049.0| 11,137.8| 11,0208 1170 1,96650| 11507 8143| 19461 640.0|  1,306.1 14439
165997 | 116149 114637 1511 20120] 11640 8480 19729 65981 13131 14710
16,254.0| 12,2064 | 12,057.7 14881 20584| 11688 889.6| 1,989.1 663.7| 13255 14936
16,880.7 | 12,7238 | 12539.3 1845 21172| 12030 9142 20397 658.6| 13811 15345
17,608.1| 133405| 13,1735 16711 2177.9| 12306 947.3|  2,089.7 667.9| 14218 15744
18,295.0| 139009 | 13,7547 1463 22510 12603 9906| 21431 6746| 14685 16186
18,8049 | 14,2827 14,1524 1303 23343| 1,304.1 10303| 21879 6868 1,501.1 1675.4
1961211 149419 14,8031 1387 24232| 1,3593| 10639| 22470 702.1 15449 17340
20,656.5| 157767 | 156399 1368 | 25391 14233 111657 23408 7297 16110 18149
215400 16469.3| 16,346.7 1226| 26572 14856| 11716| 24134 7517 16617 1,908.4
213753 | 16,0941 159736 1205 27829| 15653| 12176| 24983 78841 17099 19942
23,7256| 18211.7| 18,026.0 185.7| 29207\ 16483| 12724\ 25932 8266 1766.6 21029
26,0546 20,153.1| 19,906.0 24711 31925 1.8213] 13712 27090 8724| 1.836.6 2,3186
218115| 214695| 21,2513 2182 34601| 20044| 1457 28819 929.1 19528 2,561.0
292980| 22537.7| 223219 2158| 37002| 21486| 15516 3,060.1 986.8| 20733 2,753.0
30,767.1| 23,669.4| 234487 2207| 38972| 22653| 16319| 32005 10292 21713 2,902.7
252503 | 19,509.3| 19,284.1 2252 30795| 1,7482| 13313| 26615 854.8| 1,806.7 22253
25861.3 | 20,0240| 19,7727 2513| 31511 17963 13549| 2686.2 8654 | 18208 2,2849
26,336.3 | 20,373.2| 20,1196 2535( 32384 18457| 13927| 27247 878.7| 1,846.1 2,349.4
26,7705 | 20,706.0 | 20,447.7 2583 | 3301.0) 1,8948| 1406.1 2,763.5 8907 18728 24147
21,2164 | 21,0328| 20,7812 2516 33686| 1,9458| 14228| 28151 90741 19077 2,482.1
2753011 21,247.0| 21,0221 2248| 34292| 19845| 14447| 28539 9208| 19331 2,5348
280748| 21,6757 | 214673 2085( 34913| 20241) 14673 29078 9376 19702 2,587.3
2842471 219226| 21,7347 1879 35513 20633| 14880 2908 950.6| 2,000.2 2,639.6
28,7082 | 22,0935| 21,8912 2023 | 36131] 20992| 15139| 30015 967.4| 2,0341 2,687.9
291470 | 224350| 22,2283 2067| 3671.01 21330| 15380 30411 9800 2,061.0 2,732.8
29561171 22,7039 | 22,4883 2156( 37290 21660| 1563.1| 30787 993.3| 20854 2,776.3
298262 | 229184| 22,6797 2387 37817 21964| 1591.3| 31191 10064| 21128 28149
30,0421 | 23,0494| 22,8096 2399| 38357 22274| 16084 31570 10202 21367 2,855.7
304857 | 23417.4| 232028 2147| 38790 2253 1,622.8 31893 | 1,0281) 2161.2 28915
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TABLE B-7. Real gross value added by sector, 1975-2025

[Billions of chained (2017) dollars; quarterly data at seasonally adjusted annual rates]

Business ' Households and institutions General government 3

) Addendum:

Gross Nonprofit Gross

Year or quarter | domestic H mft\tu— State | housing
product | Total | Nonfarm!| Farm Total e 10ns Total | Federal | and value
olds | sening ol added
ouse:
holds 2

6,060.9 3,992.9 39454 426 904.3 531.5 369.0 1,421.0 509.4 905.9 696.2
6,3874| 42627 4,228 40.7 916.0 538.4 3738 14331 5106 917.9 703.1
6,6828| 4,506.8 44702 42.9 923.2 538.3 381.6 1,448.1 512.7 932.2 7132
7,052.7 4,794.2 4,770.3 40.8 957.8 564.2 389.4 14757 5195 954.1 7388
7,276.0 4,964.5 49323 445 984.4 575.7 404.9 14922 520.6 9715 753.1
7,251.3 49197 4,890.7 431 1,014.0 592.1 482 15144 529.0 985.1 719.7
74415| 50632| 50020 57.1 10335 598.6 43171 15251 537.9 984.9 795.0
7.307.3 49178 48489 59.8 1,064.8 606.7 456.5 15432 54738 9916 813.5
7642.3| 51785] 5150.1 no| 1,087 6304 4769 15565 561.6 987.7 845.0
8,195.3 5,637.8 5,585.3 55.1 1,134.2 642.3 4910 15794 576.2 993.9 861.2
8537.0| 59007| 58318 650 11539 656.9 49551 16271 5946 10225 896.8
8,832.6 6,115.1 6,051.8 62.5 1,190.0 670.0 519.6 1,670.9 608.9 1,062.3 9212
91377 63342| 62713 63.1 12346 687.0 5485 17122 628.1 10732 9426
9,519.4 6,605.5 6,556.6 56.3 1,298.0 7155 584.6 1,760.2 640.2 1,110.0 973.7
9869.0| 68583| 6,796.9 6441 1,350.7 7317 6162 18033 6500 11442 994.1
10,055.1 6,968.2| 6,899.1 69.1 1.394.0 752.0 6469 18483 6613 11784 1,014.0
10,044.2 6,925.7 6,856.1 69.3 1,422.6 763.6 664.6 1,867.1 665.0 1,193.9 1,034.7
103980 72189 71345 802 14586 7809 6838 18751 6542 12143 1,059.9
10,684.2 14248 73544 7.2 16337 818.8 56 1,879.6 643.3 1,231.0 1,097.9
11,1146 1,182.8 76932 85.9 1,585.5 860.3 7301 18814 6255 12525 11448
11,413.0 8,022.0 79515 68.4 1,632.7 890.1 741.0 1,884.2 605.5 1.271.3 1,185.6
11,8436 83944 83150 795| 16652 908.3 76141 18878 591.1 12971 1,206.1
12,3703 8,835.1 8,744.4 88.6 1.716.4 934.1 7814 1.902.2 581.4 13227 1,235.1
129249 93212 92343 86.7] 17387 958.3 78391 19230 575.1 1,350.9 1,264.0
13,5438 9,859.2 97714 88.2 1.779.1 989.0 792.6 1,939.8 570.4 13732 1,299.7
14,0960 103016| 10,1988 103.0 1,847.6 1,032.8 816.8 1971.2 573.4 1,402.2 1,344.3
14230.7| 10,3635| 10,266.6 972 18935 10707 8237| 20057 5750 14356 1.386.9
14,4727 10540.7 | 10,439.8 101.1 1,920.8 1,076.3 846.3 2,0439 585.2 1,463.8 1,385.5
14,8773 | 10,8730| 10,7635 109.7 1,961.9 1,107.7 855.5 2,069.7 601.0 14732 1,409.2
154498 | 11,3504 | 11,228.2 1215 2,034.1 1,148.5 887.0 2,084.2 609.7 1,478.6 1,459.1
159880 11,796.2| 11,667.5 1279 21013 1,202.8 898.9 2,103.0 6175 1,489.3 1,528.8
16,433.1| 12,1829 | 12,056.6 1251 21356 1,234.6 900.8 21203 622.2 1,502.0 1,558.9
16,7624 | 12,4418| 12330.8 1103 21744 1,264.1 909.8 21503 630.8 15235 1589.1
16,7815] 123320 12221.0 110.1 2,269.8 13337 935.0 21949 654.2 1,5643.9 16721
16,349.1| 11,882.3| 11,7544 126.8 2,256.0 1.307.7 947.8 22348 686.9 1,549.8 1,655.4
16,7898 | 12.264.0| 121392 1233 23015 1,335.3 965.6 2,2455 710.0 1,536.1 1,700.6
17,0624 | 125076| 12389.8 118.0 2,3283 1,335.3 992.8 2,2353 716.7 15186 1,710.8
17,4428 12911.8| 128032 1124 2,3279 13154 10125 22152 716.1 1,498.8 1,702.4
178122 13267.3| 131395 126.5 2,351.5 1,330.7 1,020.8 2,2016 704.6 1,497.0 17167
18,2617 13,7097 | 13,586.7 1245 23%.9| 13332 10238 21987 6999 14988 17195
18,7996 | 142220| 14,087.6 134.8 23719 1,330.9 1,041.0 2,206.4 695.9 156104 17184
1914171 145157 143723 143.9 2,391.3 13413 1,096.0 22288 700.1 15287 17214
1961211 149419 14,803.1 1387 24232 1,359.3 1,063.9 22410 702.1 1,644.9 1,734.0
201939| 154566| 153125 144.1 24721 13795 1,092.6 2,265.6 706.9 15587 1,756.9
20,715.7| 15917.4] 157847 1314 2,505.9 1,3939 1,112.0 22936 716.3 1577.3 17839
20,2845| 154943] 153593 134.4 2,515.1 1,426.1 1,089.1 2,212.6 738.7 16345 1811.2
215324| 166788| 16,5322 146.2| 25772| 14721 1,1055| 22846 74951 15360 18729
220759| 17,086.2| 16,939.1 1472 2,680.3 1,549.8 11315 23115 750.7 1,567.5 1,961.0
22,7237| 17616.2| 17,4669 1498 | 2746.7| 1587.3| 1,160.3| 2369.2 7600( 16100 20130
233584| 181372 179785 158.5 2,806.7 1617.5 1,190.3 24239 1742 1,650.6 2,058.3
238530 18592.1] 18436.3 157.1 2,850.1 1,647.3 1,203.8 24234 750.8 1,674.6 2,096.6
21,9327| 16,9974| 16,8482 148.2 26418 1,524.6 1,118.1 2,301.9 751.7 1,551.0 19324
21,967.0| 16,9924 | 16,8454 146.7 267136 1,646.0 11287 2,308.9 749.0 1,560.7 1,955.6
221256| 17,1125] 16,967.0 146.3 2,695.4 1,559.5 1,136.8 2,325.6 750.2 1,576.1 1.971.9
22,2783 | 17,2424| 17,0959 147.7 2,103 1,568.9 1,142.4 2,333.4 752.0 1582.2 1,984.2
2023: 224396| 17,3760| 172169 157.2 2,123.1 1,576.3 1.147.1 2,348.5 795.1 1,594.1 1,995.3
| 225805 1749211 17,3420 150.8 2,736.3 1,582.5 1,154.7 2,360.1 757.0 1,604.0 2,006.5
2284.0| 17,7194] 175744 146.8 2,754.1 1,690.2 1,164.9 2,376.1 762.0 16149 2,018.1
230338| 17877.1] 17,7343 1445 2,773.2 1,600.3 1,174.0 2,392.3 766.1 1,627.0 2,032.3
2024 20821| 1780 177433  1532| 27877| 16053| 11835 24088| 7689| 16387| 20414
232865| 18,079.7| 179174 161.9 2,199.5 1,613.0 1,187.5 2,416.6 ma 1,646.0 2,052.4
234786| 182474| 18,0879 159.1 2,812.0 1,621.5 1,191.6 24293 7754 1,654.7 2,063.8
23586.5| 18,3256| 18,1653 159.8 28217 1,630.4 1,198.4 2,443 781.0 1,662.9 2,0754
2025: 235482 | 182746| 18,1244 1515 28315 1,639.2 1,199.3 24449 776.5 1,669.3 2,087.0
| 237710| 185052| 18,354.8 152.0 28442 1,643.3 1,202.0 24329 760.4 1,673.9 2,091.9
24,0268| 187539| 18,5976 157.6 2,853.0 1,649.8 1,204.3 24339 758.5 1,676.9 2,099.4
Vo 24,066.0| 18,8346| 18,6685 167.1 2,865.6 1,656.9 1,209.8 2,3819 707.8 16784 2,108.1

T Gross domestic business value added equals gross domestic product excluding gross value added of households and institutions and of general
govemment Nonfarm value added equals gross domestic business value added excluding gross farm value added.
ZEquals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit institutions serving
househo\ds and rental income of persons for tenant-occupied housing owned by nonprofit institutions.
3 Equals compensation of general government employees plus general government consumption of fixed capital.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-8. Gross domestic product (GDP) by industry, value added, in current dollars and
as a percentage of GDP, 2014-2025

[Billions of dollars; except as noted]

Private industries
Gross Agricul- Manufacturing
Year domestic |  Total ure, Whole- .
product | private fft‘)srﬁisr:ry, Mining COT‘%;UC' Total Durabl Non- Utilities sale ?gtgél
industries andg' manufac- | “W8%€ 1 Gurable trade
C - goods q
hunting turing goods
Value added
2014 ... 17,608.1| 15,3325 200.6 418.1 649.9| 2,009.7| 1,106.1 903.6 2993 1,0921 10182
2015 18,295.0( 15,951.0 182.1 262.3 7153| 20711 11445 926.7 3005| 11,1486 1,081.2
2016 .. 18,804.9| 164131 167.5 211.8 7768| 2,0352| 1,399 895.4 3034| 11429 11332
2017 19612.1| 17,1563 176.8 267.3 8402 21097| 11783 931.4 3137 11761 11789
2018 20,656.5| 18,097.8 1771 3135 889.1| 22618| 1,2325| 11,0293 3204| 12221 12236
2019 21,5400 189098 164.2 294.0 9530| 272688| 1,2625| 1,06.2 3316 1,298 12776
2020 21,3753 | 18,664.0 164.4 2028 958.7| 2,156.8| 12010 955.7 3458| 13023 13352
2021 237256 20917.7 230.7 336.1 10121 24163| 1,2830] 11334 3929| 14149 1,537.4
2022 26,054.6| 23,1289 294.0 4669| 1,1124| 26682| 13%933| 12749 4408| 15944 1,647.8
2023 218115( 247128 2104 4118| 12246| 28165 14925 13239 4578| 16528 1,779.6
2024 29298.0| 26,0017 269.7 4042| 13054| 28807| 15248 13559 454.4|  1,706.3 1,849.0
2022: 252503| 22,3704 2716 4209 10763| 2591.2| 13532| 11,2380 3917 15487 1,596.2
25861.3| 22,9583 296.6 5136| 10884| 26669 13780 12890 45241 15868 1,626.5
26336.3| 23,3945 300.8 496.3| 1,1162| 26710 14046| 12664 4649| 16105 1,659.3
26,7705| 23,7923 3071 436.9| 11687| 2,7437| 14374| 13064 45411 16318 1,709.3
2023: 27,2164| 24,186.8 302.0 4036| 1,186.0( 27420 14416 13004 4601 16368 1,740.0
27530.1| 24,4624 276.7 386.4| 12057| 27664| 14831| 12833 4630| 16389 1,754.0
28,074.8| 24,9495 261.0 42401 12374| 28683 15109 13673 46411 16618 1,802.6
284247| 252524 2420 4332| 1269.1| 28893 15346| 13548 4439] 16736 1.821.7
2024: 28,7082| 254771 256.8 406.2| 12875 28518| 15024| 13494 4525| 1,681.0 18287
29,1470( 258713 261.2 4183 12998 28847 15233 13613 4598| 1,689.8 1,838.9
29511.7| 26,1934 268.6 4033 13122 28977 15434| 13543 45071 17175 1,865.5
29.8252| 26,464.8 2921 3892 13221 28887 15302| 13585 45441 17369 1,863.1
2025 30,042.1| 26,639.9 2932 4111 13363 28137 15262| 12875 46011 17617 18771
304857| 27,0516 266.9 3760 13402| 28597| 15343 13254 4608| 18959 1,906.9
31,0980| 27,6292 266.0 3791 13441 29511 15761 13749 4783 1,955.0 19432
Percent Industry value added as a percentage of GDP (percent)
2014 100.0 87.1 1.1 24 37 11.4 6.3 5.1 17 6.2 58
2015 100.0 87.2 1.0 14 39 1.3 6.3 5.1 1.6 6.3 59
2016 100.0 87.3 9 1.1 41 108 6.1 48 1.6 6.1 6.0
2017 100.0 875 9 14 43 108 6.0 47 16 6.0 6.0
2018 100.0 876 9 15 43 109 6.0 50 16 59 59
2019 100.0 87.8 8 14 44 105 59 47 15 6.0 59
2020 100.0 873 8 9 45 10.1 56 45 16 6.1 6.2
2021 100.0 882 1.0 14 43 102 54 48 17 6.0 6.5
2022 100.0 88.8 1.1 18 43 10.2 53 49 17 6.1 6.3
2023 100.0 889 1.0 15 44 101 54 48 16 59 6.4
2024 100.0 88.7 9 14 45 98 52 48 16 58 6.3
2022 100.0 88.6 1.1 1.7 43 103 54 49 1.6 6.1 6.3
100.0 88.8 1.1 20 42 103 53 50 17 6.1 6.3
100.0 88.8 1.1 1.9 42 10.1 53 48 18 6.1 6.3
100.0 88.9 11 16 44 10.2 54 49 17 6.1 6.4
2023: 100.0 88.9 1.1 15 44 10.1 53 48 17 6.0 6.4
100.0 88.9 1.0 14 44 10.0 54 4.7 17 6.0 6.4
100.0 88.9 9 15 44 10.2 54 48 1.7 59 6.4
100.0 88.8 9 15 45 10.2 54 48 16 59 6.4
2024: 100.0 88.7 9 14 45 99 52 47 1.6 59 6.4
100.0 88.8 9 14 45 99 52 47 1.6 58 6.3
100.0 88.8 9 14 44 98 52 46 15 58 6.3
100.0 887 1.0 13 44 97 5.1 46 15 58 6.2
2025: 100.0 887 1.0 14 44 94 5.1 43 15 59 6.2
100.0 88.7 9 12 44 94 5.0 43 15 6.2 6.3
100.0 88.8 9 12 43 95 5.1 44 15 6.3 6.2

! Consists of agriculture, forestry, fishing, and hunting; mining; construction; and manufacturing.

2 Consists of utilities; wholesale trade; retail trade; transportation and warehousing; information; finance, insurance, real estate, rental, and leasing;
professional and business services; educational services, health care, and social assistance; arts, entertainment, recreation, accommodation, and food services;
and other services, except government.

Note: Data shown in shown in Tables B-8 and B-9 are consistent with the annual revision of the industry accounts released in September 2025. For details
see Survey of Current Business, November 2025.

See next page for continuation of table.
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TaBLE B-8. Gross domestic product (GDP) by industry, value added, in current dollars and
as a percentage of GDP, 2014-2025—Continued

[Billions of dollars; except as noted]

Private industries—Continued

v Arts
: Educational . ;

Finance, : entertain- Private Private

v | T muance, | (RSO ment, | (V| Gowem | goods: | sences:
and Information real estate, and care recreation, except’ ment »produc‘mgw _produc_lngz

ware- rental, business nd accommo- goverew- industries ' | industries

housing Ieggidng services social aﬁt‘f%%d ment
assistance | ‘s icac
Value added
5336 848.8 3,569.9 21201 1495.0 692.5 3847 22756 32783 12,054.2
583.9 913.1 37286 2,231.0 1,574.9 7488 4035 2,344.0 32309 12,7201
603.0 9749 38947 2,305.0 1,657.0 7918 4159 23919 3191.3 13,2217
6355 1,010.0 4,033.0 24336 1,716.9 831.2 4332 24558 33941 13,762.2
677.3 1,0415 42582 2,589.1 17920 874.6 4577 2,558.8 36415 14,456.3
7100 11428 4,458.1 2,7289 1,884.2 9222 4779 26302 3,680.0 15,229.8
639.6 11818 46338 2,7216 1.870.7 693.8 4506 27113 34826 15,1813
7793 13126 5014.6 30711 2,004.1 911.0 4845 2,807.9 39953 16,9225
912.1 1,383.5 5,455.1 33743 2,159.1 1,070.3 549.8 2,925.7 4,5416 18,587.3
946.1 14913 58834 3609.8 2,360.1 12195 589.2 3,098.7 47233 19,989.5
987.3 15927 6,281.6 38111 25442 12871 628.0 3,296.3 4,860.1 21,1416
879.6 1,350.8 5314.8 3,293.0 2,1048 1,004.1 526.7 2,879.9 4,360.1 18,010.3
905.8 1,370.7 5,399.2 33338 21252 1,053.6 538.6 2,903.0 45657 18,392.6
929.9 1.394.0 55123 3,406.3 2,180.6 1.095.6 556.9 2,948 4,584.3 18,810.3
. 9332 14185 5,594.1 34642 2,226.0 11217 576.9 29782 4,656.5 19,135.8
2023: 1.... 9429 14398 57455 35333 2,291.7 11817 581.6 30296 46336 19,553.2
9498 1472.7 5,822.0 3.595.7 23312 1,208.0 586.0 3,067.6 4,635.1 19,827.3
9385 1516.7 5,937.2 3632.8 2,381.2 12344 589.4 31253 4,790.8 20,158.7
953.1 1,535.9 6,029.2 36776 24303 1,253.8 599.7 31723 4,833.6 20,4188
2024: 1. 965.4 1,553.3 6,124.9 37163 2,476.9 1,266.0 609.8 32310 4,802.3 20,674.8
984.6 1,580.9 6,248.5 37762 25208 12845 6233 32751 48639 21,007.4
996.9 1,610.2 6,330.7 38445 2,567.3 1,293.1 635.1 33183 4,8819 21,3115
1,002.3 1626.4 6,422.2 39074 26116 1,304.9 6437 3,360.3 4,892.1 21572.7
2025: 1. 1017 16338 6,511.4 39334 2,651.4 1,306.2 638.9 34022 48542 21,785.7
| 1,016.1 1,666.3 6,620.9 3,980.2 2,697.4 13245 639.7 34341 48429 22,208.7
10337 17188 6,755.0 4,068.5 2,741.0 1.339.8 655.8 3,468.8 4,940.3 22,689.0
Industry value added as a percentage of GDP (percent)

2014 30 48 20.3 120 85 39 22 129 18.6 68.5
2015 32 50 204 122 8.6 41 22 128 17.7 69.5
2016 32 52 20.7 123 88 42 22 127 17.0 703
2017 32 5.1 206 124 88 42 22 125 17.3 702
2018 33 5.0 206 125 8.7 42 22 124 176 70.0
2019 33 53 20.7 12.7 8.7 43 22 12.2 171 70.7
2020 30 55 207 12.8 88 32 2.1 12.7 16.3 7.0
2021 33 55 21 129 8.4 38 2.0 11.8 16.8 n3
2022 35 5.3 209 13.0 8.3 41 2.1 11.2 174 n3
2023 34 54 212 13.0 85 44 2.1 1.1 17.0 g
2024 34 54 214 13.0 8.7 44 2.1 1.3 16.6 722
2022 35 53 210 13.0 8.3 40 2.1 114 173 n3
35 53 209 129 82 41 21 1.2 177 ni
35 53 209 129 8.3 42 21 1.2 174 n4
35 53 209 129 8.3 42 22 1.1 174 75
2023: 1. 35 53 VAN 13.0 84 43 21 1.1 17.0 N8
35 53 211 131 85 44 21 1.1 16.8 720
33 54 211 12.9 85 44 21 1.1 17.1 8
34 54 72 129 85 44 21 1.2 17.0 n8
2024: 1. 34 5.4 273 12.9 86 44 2.1 1.3 16.7 720
34 54 24 13.0 86 44 2.1 11.2 16.7 721
34 5.5 215 13.0 8.7 44 22 11.2 16.5 722
34 55 215 131 88 44 22 1.3 16.4 723
2025: 1. 34 54 217 131 88 43 2.1 11.3 16.2 725
33 55 217 131 88 43 2.1 1.3 159 728
33 55 217 131 8.8 43 21 1.2 159 73.0

is the contribution of each private industry and of government to GDP. Value added is equal to an industry's gross output minus
its intermediate inputs. Current-dollar value added is calculated as the sum of distributions by an industry to its labor and capital, which are derived from the
components of gross domestic income.

Value added industry data shown in Tables B-8 and B-9 are based on the 2017 North American Industry Classification System (NAICS).

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-9. Real gross domestic product by industry, value added, and percent changes,

2014-2025
Private industries
Gross Agricul- Manufacturing
Year domestic |  Total ture, Whole- .
product | private fft‘)srﬁisgry, Mining Cortlisolrr]uc- Total Durabl Non- Utilities sale l?gtgél
industries andg' manufac- urad € | durable trade
hunting turing goods goods
Chain-type quantity indexes for value added (2017=100)
93.115 92.449 89.904 | 100.047 85.837 97133 95.920 98.686 93312 95.876 85.421
95.857 95.558 97.033| 106.970 90977 97.870 9%.741 99.316 94.652 | 100.243 89.904
97.601 97.403 | 102.656 97.872 95732 97138 96.362 98.128 99.951 99.410 95.177
100.000| 100.000 | 100.000| 100.000| 100.000 | 100.000| 100.000| 100.000| 100.000| 100.000|  100.000
102.967 | 103.238| 104.108| 103.633| 102.801| 104.897| 104.189| 105.774 98.584 | 100829 | 103490
105.627 | 106.179 97.534| 116893 | 105.007 | 105456 | 105.402| 105.523 99620 | 101.872| 106.343
103.428| 103.868| 100.606| 114.466| 102.763| 101.456 99.871| 103501| 105629 102.383| 104.450
109.791| 111.058 | 106.807 | 104.651| 105.337| 109.010| 107.229| 111.334| 103.147| 101.375| 105.075
112563 | 114.021| 107324 95.387 98.846 | 108.104| 107.434| 109.171| 104.311 99.842 |  102.179
115866 | 117.695| 110268 | 132.013 98912 | 108642 107.305| 110460| 110.212 98377 |  112.941
119.102| 121.059| 116.192| 135699| 103.725| 111.927| 106.967| 118.100| 112.662 97676 |  124.649
113.234| 107.139 91.742| 103853 | 109.292| 108.133| 110.918| 106.290| 100.127 99.213
113.388 |  106.668 88.499 99644 | 107.796| 108.032| 107.877| 105.139 98593 |  100.746
114271 107.217 94604 | 95923| 107512 106.839| 108570| 102.052 99915|  102.615
115.191| 108.274| 106.704 | 95962 | 107.815| 106.731| 109.317| 103.764| 100.734| 106.140
116.119| 113983 | 116.647 96.497 | 105438 | 105.518| 105612| 105.502 99.997 109.306
116.917| 110707 | 133454 | 97.476| 107.282| 107.146| 107.689| 117.000 98.168 |  109.675
118.375| 108509| 138780 | 100.249| 110.148| 107.784| 113154 | 107.228 97.862 |  114.822
119.369 | 107.872| 139170 101.427| 111.701| 108.773| 115384| 111.116 97.481 117.960
119.567 | 113.821| 135241 | 102.737| 109.689| 105.395| 115.033| 111.012 97106 |  122.546
120.706 | 118.717 | 135608 | 103539 | 112.284| 106.868| 119.019| 112793 97338 | 122915
121.715| 115909 | 136.901| 103.838| 113.237| 108201 | 119502 112.311 98.085| 126.899
122249 | 116.323| 135.048| 104788 | 112.500| 107.403| 118.846| 114532 9176 |  126.236
122004 | 111.058| 128.386| 105011 | 110.804| 106.852| 115703| 113.084 97.449 | 124854
123416 | 110.860 | 136.816| 106.035| 113.996| 109.142| 120.043| 108.584 98418 | 122198
124922 | 113478 | 138.255| 105814 | 115399 | 111.882| 119.774| 112,698 99.683 124.391
Percent change from year earlier; quarterly changes at seasonally adjusted annual rates

25 29 -09 106 34 09 09 1.0 =37 40 30
29 34 79 6.9 6.0 8 9 ] 14 46 52
18 19 58 -85 52 -7 -4 -12 56 -8 59
25 2.7 -26 22 45 29 38 19 0 6 5.1
30 32 41 36 28 49 42 58 -14 8 35
26 28 -6.3 128 21 5 12 -2 11 1.0 28
-2.1 22 31 -2.1 -2.1 -38 52 -19 6.0 5 -1.8
6.2 69 6.2 -86 25 74 74 76 -23 -1.0 )
25 27 5 -89 6.2 -8 2 -19 1.1 -15 28
29 32 27 384 A 5 -1 12 57 -15 105
28 29 54 28 49 30 -3 6.9 22 -7 104
-1.0 -14 -86 -28.0 6.1 -18 -15 -142 7 -19 -11.9
6 5 -17 -134 -153 54 -4 -105 43 6.0 6.3
29 32 21 306 -14.1 -1.0 -43 26 -112 55 76
28 33 40 618 2 11 -4 28 6.9 33 145
29 33 228 428 22 -85 45 -129 6.9 -29 125
25 28 -11.0 7.3 41 72 6.3 8.1 51.3 -1 14
47 5.1 -1 169 119 11 24 219 -295 -12 201
34 34 -2.3 11 48 58 37 8.1 15.3 -15 14
8 7 240 -108 53 -1.0 -119 -1.2 -4 -15 16.5
36 39 183 1.1 32 98 5.7 14.6 6.6 1.0 12
33 34 -91 39 1.2 34 5.1 16 -17 31 136
19 18 14 53 37 -26 -29 22 8.1 4 -2.1
-6 -8 -16.9 -18.3 9 59 -20 -102 -50 -29 43
38 47 -1 290 40 12.0 89 159 -15.0 40 -8.2
44 5.0 98 43 -8 5.0 10.4 -9 16.0 52 74

! Consists of agriculture, forestry, fishing, and hunting; mining; construction; and manufacturing.

Z Consists of utilities; wholesale trade; retail trade; transportation and warehousing; information; finance, insurance, real estate, rental, and leasing;
professional and business services; educational services, health care, and social assistance; arts, entertainment, recreation, accommodation, and food services;
and other services, except government.

See next page for continuation of table.
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TABLE B-9. Real gross domestic product by industry, value added, and percent changes,
2014-2025—Continued

Private industries—Continued

: Arts
] Educational . i ;
Transpor- Finance, Profes- services, entert?m- QOther Govern- nggt: szp\xgtei-
Year tation nsurance, sional health ment, services, gd ; duci

and Information real estate, and care, recreation, except ment producing, | producing,

ware- rental, business and accommo- qovert- industries ' | industries

housing Ieggidn services social dat\fon, ment
9 assistance | and food
services
Chain-type quantity indexes for value added (2017=100)
89.654 77.904 97.903 90.213 91.582 92.798 96.172 98.349 94.046 92.052
93.015 86.201 99.046 93.361 95.191 95.785 97.869 98.176 96.782 95.256
95.017 93.855 99.735 95.354 97.998 97.476 97.946 98.986 97.124 97.471
100.000 100.000 100.000 100.000 100.000 100.000 100.000 100.000 100.000 100.000
103.487 105.547 101.493 106.203 102.806 101.915 103.209 101.110 104.232 102.991
103.692 116.604 103.760 111.450 106.028 104.062 103.662 101.770 105.875 106.251
95.112 121.442 105.323 110.990 102.707 76.421 93451 100.442 102.773 104.130
108.799 137.977 111.500 125.451 107.304 95.579 96.426 101.271 107.773 111.842
109.369 148.150 115.693 135.795 113121 103.921 100.903 102.679 104723 116.352
112.149 160.049 117.178 139.694 118.426 107.677 95.700 103.378 108.518 119.987
115,570 168.743 118.732 142.542 123.450 108.017 94.643 105.616 112.447 123.204
109518 144.351 115.286 133.330 111.462 99.807 100.380 102.342 106.294 114.932
108.880 146.716 115.679 134.691 112.305 104.332 101.217 102.688 103.933 115.762
109.223 149.616 116.202 136.712 113.990 106.195 101.278 102.888 103.589 116.978
109.855 151915 115,605 138.449 114.729 105.350 100.737 102.795 105.075 117.736
110127 154.282 116.721 138.861 116.991 107.730 98.422 102.826 105.037 118.917
112.288 157.409 116.461 139.456 117.601 106.873 95.941 102.933 107.421 119.290
112.529 163.360 117.571 139.768 118.865 108.284 93.904 103.450 110171 120.409
113,652 165.144 117.959 140.690 120.248 107.823 94.532 104.302 11144 121.331
114.139 165.786 117.532 141116 121.237 107.525 94.232 104.854 110659 121.784
114.701 167.491 118.714 141.816 122.804 108.018 94.047 105.186 112.728 122.691
115.859 170.187 118.908 143.132 124.238 108.266 95.170 105.882 113.331 123.804
117.582 171.508 119.776 144103 125.520 108.259 95.123 106.543 113.070 124538
2025: 115.703 175.022 120.713 144485 126.624 106.345 92,692 106.858 111.356 124.660
| 117.082 180.379 122.283 146.078 127.79 107.963 92.417 106.001 114.098 125.748
118.960 184.979 123.251 147.864 129.269 109.144 93.302 105.925] 115.103 127.376
Percent change from year earlier; quarterly changes at seasonally adjusted annual rates

40 32 23 45 21 38 46 -0.1 25 30
37 10.7 12 35 39 32 18 -2 29 35
22 89 7 21 29 1.8 A 8 4 23
52 6.5 3 49 20 26 21 1.0 30 26
35 55 15 6.2 28 19 32 1.1 42 30
2 105 22 49 31 21 4 7 16 32
-83 41 15 -4 =31 -26.6 -99 -13 -29 -20
144 136 59 130 45 251 32 8 49 74
5 14 38 8.2 54 8.7 46 14 28 40
25 8.0 1.3 29 47 36 5.2 7 36 31
31 54 13 20 42 3 -11 22 36 2.7
2022 -107 -3.0 16 5.2 14 65 8.2 21 -7.0 0
-23 6.7 14 41 31 194 34 14 -8.6 29
13 8.1 18 6.1 6.1 73 2 8 -13 43
23 6.3 -20 52 26 -3.1 -21 -4 59 26
2023: 1.0 6.4 39 12 8.1 93 -89 1 -1 41
8.1 8.4 -9 17 21 =31 -97 4 94 13
9 16.0 39 9 44 54 -8.2 20 10.6 38
41 44 13 2.7 47 -17 27 33 47 31
2024: 17 16 -14 12 33 -11 -13 21 28 15
| 20 42 41 20 53 18 -8 1.3 17 30
41 6.6 7 38 48 9 49 2.7 22 37
6.1 31 30 27 42 0 -2 25 -9 24
2025: 1 ... 6.2 85 32 1.1 36 6.9 -98 12 59 4
| 49 128 53 45 37 6.2 -12 -32 10.2 35
6.6 106 32 50 47 44 39 -3 36 53

Note: Data are based on the 2017 North American Industry Classification System (NAICS).

See Note, Table B-8.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-10. Personal consumption expenditures, 1975-2025
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Goods Services Aéiden—
Household consumption um.
bersonal Durable Nondurable expenditures Pecrgg[]a\
con- sumption
Year or quarter | sumption Food and . .|| expendi-
gt Toa oor | |l e ||
tures Total ! vel;:]c(}es Total! | foroff- | other Total! | and Hg:rléh “and ex%li](ijmg
parts premises | energy utilities insur- and
con- goods ance || energy?
sumption
142.2 526 3492 156.6 480] 5392| ©5222| 1765 89.0 518 7973
168.6 68.2| 3717 167.3 530| 6014| 5824| 1947| 1018 568 8947
192.0 798| 4084 1798 578| 6736| 6530( 2178| 1157 65.1 998.6
2133 89.2| 4502 196.1 615] 7587| 7357| 2443| 1312 76.7 11224
2263 902| 5116 2184 804| 8475| 8214| 2734| 1488 83.6 12397
2264 844| 5734 2392 | 101.9| 950 9208| 3125\ 1717 917 1,353.1
2439 930| 6254 2553|1134 10846| 10304 | 3521| 2019 985| 15015
2530( 1000| 6463 267.1 1084 11720 11340 3875| 2252| 1137 16229
29%50| 1229| 6788 2770( 106.5| 1,307.8| 1,267.1 4212 25311 1410 18172
3422\ 14712 7215 2911 108.2| 14286 1,3833| 4575| 2765| 1508 2,008.1
3804( 1701 757.2 3030| 1105| 15752 1527.3| 5006| 3022| 1782 22103
14| 1815 7742 316.4 91.2| 1690.7| 16380 5370( 3302| 1877 2,391.3
4420 1882| 8143 3243 94| 18200| 17643 | 5716| 3660| 1895| 25666
4751 2022 | 8623 3428 999 19927 19294 | 6144| 4101| 2029 2,793
4943| 2078| 9295 3654| 1104| 21530| 20849 | 6552 | 4512| 2223| 30021
49711 2051 | 9942 3912 1242| 23177| 2241.8| 6965| 506.2| 2308 3,949
. 4772 185.7| 1,0203 4030 1211 24460 23659 | 7352 | 555.8| 250.1 33144
. 508.1 2048 | 1,0552 40451 1250| 2,6343| 25464 | 771.1| 6128| 2770 3,561.7
. 5515|2247 1,0908 M35 1269 28096 | 27196 8149 | 6488| 3140 3,796.6
6| 607.2| 2498 11394 4321 1292| 29744 | 28766| 8633 | 6805| 3279 40425
1,815 6357 | 285.7| 1,179.8 4437 1334 314711 30447| 9137 7199| 3470 4,267.2
1917. 6763 2735| 12414 4619| 1447| 33269 32169| 9624| 7521| 3721 45130
20065 7155| 29311 12910 4748\ 147.7| 35303 | 3,4247| 1,0098| 7909| 4089 47878
210841 7793| 3202 13291 48741 1324] 37688 | 36450 1,0655| 8320| 446.1 51324
2,287.1| 8566| 350.7| 14315 5155 1465| 399.7| 3,858.5| 1,123.1| 8636| 4846 5495.9
245321 9126| 363.2| 1,540.6 5406| 1845| 43140 4156.0| 1,1986| 9184| 5419 59045
25256 | 9415 3833 15841 564.0| 178.0| 45482 4369.1| 12875| 9966| 5293 6,182.2
25988 9804 4013| 16134 575.1 167.9| 47501 | 45518 | 13295 1,0829| 539.0 6,460.4
27226110178 4015| 17048 5996| 196.4| 50182 48126| 1391.1] 1,1540| 5742 6,784.4
290201 10806 | 4093| 18214 6326| 232.7| 53299| 51236| 14666( 1,2389| 6193 71985
308291 1,1286| 4100( 19543 668.2| 2838| 5686.1| 54759| 1580.1( 1,3205| 676.8 16212
32397111583 | 3949| 2,081.3 7003 | 319.7| 6,037.6| 57984 | 16657 1,391.9| 7195 8,056.6
3367.0| 11880 | 4006 | 21790 737.3| 3455 63796| 6,1308| 17596 | 14782 | 7627| 84535
33632110988 | 3433| 22645 769.1 391.1| 6,686.9| 6,399.6| 1,8727| 15563 | 7775 8,666.3
318001 1,0121| 3186 2,167.9 7729 | 2870 6711.2| 6,422.0| 19000 | 16327 | 7205|| 8616.1
10,260.3 | 3,317.8| 1,049.0| 3445| 22689 7869 | 336.7| 69424 | 6648.0( 19479 | 16996| 7680 89153
10,6989 | 3518.1| 1,0935| 3652 | 24246 8195| 4138| 7,180.7 | 68689 | 1,9833| 1,757.1| 8111 9,246.6
1104741 3637.7| 1,1442| 396.6| 24935 8462 | 4219| 74096| 70681 20147 | 18213 | 8309| 95716
11,388.2| 37422 | 11918 4221 | 2,5504 8705| 4216 7,646.1| 7,2987 | 20857 | 1,863.8| 8708 9,876.2
11,8745 | 3886.6 | 1,247.3| 451.6| 26393 9104| 4109 | 7,987.9| 76346 | 21460 | 19455 | 9256 10,3210
12,2974 395511 1,3158 | 4907 | 2,639.3 9420 3188 83423 | 7,9785| 2,19.1| 2,059.8| 9768| 10811.0
12,7268 | 40330 1,3565| 5046 | 26765 9696 | 287.0| 86938 | 83055| 22690 | 21646 | 996.1| 112494
132906 42122| 14159 | 5294 27963 | 10104 | 3240| 90784 | 8,682.0| 23502 | 2,2453 | 1,0732 || 11,7303
139344 | 44142 | 1,4888| 5500 | 29254 | 10444| 3667 | 9520.2| 9,099.3| 24593 | 2,3447 | 1,1309 || 12,2780
144375 4532.8| 15236 | 5450 3009.2| 1,0832| 3525| 99047 | 9,487.0| 2,562.0 | 2,472.4 | 11350 12,760.4
142314 47086 | 1621.7| 5468| 30869 | 1201.7| 2585| 95227 | 90407 | 2,687.7 | 2,354.2 | 1,152.9 || 12529.1
16,1197 | 54994 | 1,991.9| 697.0| 35076 | 12915| 3857|10620.2|10,179.9| 28428 | 2,642.1| 12644 || 14,182.3
17,6900 | 59387 | 20779| 7264| 38607 | 13940| ©5146|11,751.3|11,2152| 31144 2,819.1| 13246 154697
1883321 6,1157| 2,141.0| 7504 | 39746 | 14383 | 464.91127175|12,163.4| 33755 3,060.4| 14258 16,626.6
19,896.0 | 6,2615| 2,178.1 7328| 40834 | 14796| 4405|136345(13,021.4| 3,6036| 3,315.0| 15604 || 17,658.9
20,956.0 | 6,508.2| 2,265.2| 758.8| 4,2430| 1530.0| 422.3|14,447.8|13,8396| 3801.7| 3551.6| 1,690.2|| 18,659.8
17,1490 | 58433 | 2,0837| 7334 37596| 13548| 5003113057 |10,804.3| 2,996.4 | 2,755.1 | 1,304.1 || 14,9995
59680.8| 2,083.1 7265| 38977\ 13873 | 562.4|116258{11,090.2| 3,076.1| 27728 | 1,307.0 || 153439
977.7| 2,0887| 7280 38890 | 14097| 508.1|11915.4|11,360.8| 3,150.5| 2,840.8 | 1,332.3 || 15,660.8
20563 7178| 38966| 14243| 487.6|12,158.5|11,605.5| 3,2348| 2,907.6 | 1,355.0 || 158746
2023: 1. 21415| 7639| 39269 | 14286| 470.0|124186|11,8720| 3,290.7 | 2,982.1 | 1,3789 | 16,2819
Il 21408| 7589| 39386| 1,4309| 4554(126137|12,0638| 3339.0 | 3,0330| 14273|| 16514.0
21491 74911 40009 | 14423 | 4704112,811.9(12256.0| 3,411.0 | 3,075.2 | 1,4450 | 16,740.2
21328 7297| 40322| 14513| 463.9|13025.6|12461.8| 34614 3,151.6 | 1,452.0 || 169705
2024 1. 21263 | 7128| 40100| 1457.0| 4440(13307.5| 12,7246 | 3521.0| 32343 | 15155 || 172343
Il 215191 T7166| 40725| 14720 4545|13531.7|129204| 3,5855| 3,275.2 | 1,5409 || 17,5075
,29161 21839 | 7316| 41076| 14862| 436.4113741.3{13,109.0| 3,630.2 | 3,346.8 | 1,5756 || 17,7924
.. 1203513 | 63939 22502 | 7702 | 41437| 15030 427.2|13957.4|13331.4| 36779 34037| 1,609.7|| 18,1012
1205550 64323 | 22358 | 7559| 41965| 1517.8| 4387|141227(135103| 3,742.1 | 3,4483 | 1,6376 || 182554
20,7899 | 6471.1| 22657 | 7705| 42054| 15218| 411.0|143188(13,721.3| 37856 | 35146| 1,657.4|| 185133
21111.2 | 65456 22773 | 760.7 | 42683 | 15380 | 4144 |14,5655(13,9584 | 38179 | 35949 | 1707.7|| 18,8215
.121,368.1] 65838 2281.8] 748.1| 43020 15424 4252147843 |14,1686| 3,861.1) 36485] 1,758.1)| 19,043.1

!Includes other items not shown separately. » » o
Food consists of food and beverages purchased for off-premises consumption; food services, which include purchased meals and beverages, are not

classified as food.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-11. Real personal consumption expenditures, 2007-2025

[Billions of chained (2017) dollars; quarterly data at seasonally adjusted annual rates]

Goods Services Adden-
Nondurable Household consumption Pedrgomn:al
Personal expenditures con-
con- sumption
Year or quarter | sumption Food and .|| expendi-
epends | Tata i Totl Housing o | s
tures Total ! | for off- Total ! | and Hce;Iéh “and ex%uotg "
premises utilities insur- and
con- ance || gnergy?
sumption
11,253.9 | 3,415.7 24345 869.7 78385 75711 21939 1,754.0| 1,013.6 9,829.5
11,2707 | 33127 2,3%.1 855.1 7981.2| 7669.9| 2,255.7| 1,797.0| 1,038.2 9,883.2
11,1236 32094 2,356.4 849.3 79486 76248| 22630 1,836.4| 1,028.0 9,735.4
11,335.6 | 3,300.2 2,3935 862.0 8,0653| 7,7308| 23148 18645 1,026.5 99296
11,5285 | 33723 24146 863.3 8,1839| 7,8333| 2,323.8| 1,893.1| 1,053.2| 10,137.8
11,686.1| 34442 24249 870.7 82653 | 7,8826| 23188 19276| 1,040.2| 103035
11,8899 | 35623 2,478.6 887.0 8341.9| 7,956.1| 23432 | 19456 1,037.2| 104749
12,2264 | 3717.7 25523 910.3 85163 | 8,131.1] 23415| 20082 | 1,047.9| 10,785.1
12,6388 | 39025 2,646.3 B34 87389 | 8355.1| 2,336.7 | 21142 | 10736 11,1599
12,949.0 | 4,044.7 2,7199 968.3 89049 | 8507.0| 23470 21963 | 1,046.5 11429.3
13,2906 | 42122 2,79.3| 10104 90784 | 86820 23502 | 2,2453| 107321 11,7303
13,654.9 | 4,378.7 28698 | 1,039.0 92766 | 8861.3| 23850 2301.8| 1,073.4 1 12,0495
13,948.1| 45136 29546 | 1,066.9 9436.2 | 9,0346| 24112 | 2,3845| 1,051.1 ] 123202
13,5969 | 47244 3051.8| 1,145.7 88924 | 8433.7| 24639 | 22144 1,054.7 ] 11,9352
14,7924 | 5,251.7 331441 11940 9564.0| 9175.7| 25316 24152 1,092.3 | 13,046.6
15,236.8 | 5,225.9 33205| 11,1683 10,032.8 | 9,606.8| 2,598.6 | 2,516.4| 1,088.0 || 13,509.4
15,627.8 | 5,316.3 33413 11476 10,331.8| 9,930.4 | 2,631.8| 2,669.4 | 1,1229| 139381
16,088.5 | 5,466.8 34173] 11654 10,642.1110,221.3 | 2,671.8 | 2,814.1] 1,1505 || 14,380.0
16,511.1 | 5,643.1 35210 11824 10,892.1110,489.1 | 2,706.4 | 2,936.0| 1,177.6]| 14,7788
15,1009 | 5,253.6 333441 11872 98710 9457.0| 25812 | 2479.2| 1,085.6 || 13,340.9
15,2244 | 52483 3335.0] 11752 9998.8| 9567.8| 2,596.5| 2,486.3| 1,079.0| 134854
15,295.8 | 52158 33101 1,159.1 10,101.3 | 9,664.4| 2,597.9| 2,526.2| 1,091.8| 135919
15,326.2| 51859 33026| 1,151.8 10,1599 | 9,737.9| 26187 | 25740| 1,0956( 136194
2023: 1. 15,4958 | 5276.6 33173 11447 10,2400 | 9,834.4| 26149 | 26286 1,105.1 13,808.7
Il 15,553.7 | 5,282.1 33222| 11447 1029141 98894 | 2,622.3| 2,651.1| 1,1288] 138700
156719 53388 33494| 11492 10,3538 | 9,9555| 2,6435| 2,674.3| 1,128.1 | 13,9780
15,789.7 | 5,367.6 3,376.1 1,151.8 10,441.9110,042.3 | 2,646.6 | 2,7236| 1,1298] 14,095.7
2024: | . 15,857.7 | 5,349.5 33628| 1,151.0 10,524.4 110,114.6 | 2,652.8 | 2,768.3| 1,1454| 14,1754
Il 16,0096 | 5421.0 33980 1,163.1 10,606.8|10,185.2| 2,6716| 2791.4| 1,443 || 142983
16,165.8 | 5,501.9 34382 11707 10,685.1(10,254.0 | 2,677.8| 2,836.1| 1,1516| 14,4468
16,3209 | 55947 34702 | 1,176.9 10,752.1(10,331.2| 2,685.0| 2,860.6| 1,609 || 14,599.4
2025: 1. 16,3458 | 5597.4 34889 1,180.0 10,7736(10,366.4 | 2,7032| 2,881.4| 1,160.3|| 14,6056
Il 16,445.7 | 5,628.4 35079 1,180.6 10,842.310,446.6 | 2,701.7| 29153 | 1,174.0|| 14,7172
16,5859 | 56707 35412 1,186.2 10,9396 |10,539.0 | 2,7035| 2962.8| 1,181.8| 14,8565
16,667.0 | 5675.7 3,546.1 1,182.8 11,0129]106045| 2,717.3| 29843 | 1,1943| 14,936.0

!Includes other items not shown separately.

2 Food consists of food and beverages purchased for off-premises consumption; food services, which include purchased meals and beverages, are not classified

as food.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-12. Private fixed investment by type, 1975-2025

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Nonresidential Residential
Equipment Intellepcrtoudau\cptrsoperty Structures
Pfr_ivaée
IXe Total Information processing Total
Year or quarter | ;0o non- | Struc- equipment Ind I R h resi-
ment | resi- | tures 1 nm:fr po?;t?én 1| Soft- eien%m den; 1 | Single
dential Total Computers equip- | equip- | P2 | ware develop- il | Total family
Total peripheral Other | ment | ment ment
equipment
107.6| 238 36| 202| 33| 252| 7218 48 175] 66.7| 648 296
1212|215 441 231 341 300 322 5.2 196 868| 846 439
1487 337 57| 280| 394| 393 358 55 28| 152] 1128 62.2
180.6| 423 76| 348| 477| 413 404 6.3 2491 1380 1353 728
208.1( 503 102| 402| 562| 536 481 8.1 291| 1478 1447 723
2164 | 589 125| 464| 607| 484| 544 98 342| 1295] 126.1 529
2409| 696 171 525| 655| 506| 648 118 397| 1285] 1249 52.0
23491 742 189| 553| 627| 468| 727| 140 48| 1108 107.2 15
2465| 837 239| 598| 589| 535| 813| 164| 496| 161.1| 1569 725
29191 101.2 316] 696 681 644 950 204| 569| 1904| 1856 86.4
307.9| 1066 337| 729 725| 690| 1053| 238 63.0| 200.1| 1950 874
3771 114 R4 717 T154| 705| 1135| 258 66.5| 2348| 2293| 104.1
3209| 122 358| 764 767| 681] 1201] 290 69.2| 2498| 2440\ 1172
346.8| 1208 30| 828| 842 729| 1327| 333 764 | 2562| 250.1| 1201
372.2| 1307 431 876| 933| 679| 150.1| 406 84.1| 256.0| 2499, 1209

1053| 3448| 1021| 2926| 2114\ 2434| G346 2856| 3387| 5115| 5000 1708

11081| 322| 1019| 2502| 2234| 2749| 7415| 3037| 3644| 5640| 5517| 1936

11441| 3622| 1013| 2609| 2247| 3098| 7789| 3163| 38>3| 6409| 6276| 2211

11198| 3652|  995| 2658| 2229| 2978| 8430 3479| 4132| 7102| 6%60| 2425

11600| 3%60| 1058| 2802| 2373| 2099| 9062| 3829 4375| 7739| 7589| 2702

1276| 4066| 1204 2862| 2536| 3193| 9822 4228| 4795| B119| 7%2| 2896

12409| 4054| 1189 2865| 2621| 3084|10749 4474| 5356| 827.1| 8113 2800

11125] 4002| 1265| 2738| 2421| 2199|1132 4782| 5687| 9205| 9034| 3094

11963| 4418| 1472| 2947| 2693| 2147|172631 5331| 6393|1324 |11121] 4239

13058| 4784| 1603| 3181| 2952| 207.9|14237| 6010 7200 |1:1785|11570| 4532

14047| 4672| 1497 3181| 3075| 3140|15245| 6446| 7694|1:1140|10928] 4006

14843 | 5011|1787 3224| 3190| 339.3| 16039 6930| 7965|1828 |11614] 4335

16434| 6266| 2707| 359| 3407| 35.1|17145| 7548| 8441|1938 |11720] 4188

33150 688.1|172627| 4816 1626| 3190| 2931| 1931 |13642| 5759| 692112162 |1,1948| 4764

34387 7327|12922| 4797 1595| 3202| 2945| 2145|14138| 5956| 716212222 |1:2003| 4896

35476 7809|13206| 4839 1637| 3202| 2927| 2366|1.4460| 611.1| 7288|11651 | 1:1436| 4440

36370 8187|13476| 4682 152| 3130| 3008| 2673|14707| 6215| 742917106 1,085 4029

2003 37566 8958|13694| 4679  148.1| 3198| 3049| 2860|15014| 636.1| 757.0|10814 1,057 3760
I 38543| 9252|14116| 4634 1475| 315.9| 3094| 342|15175| 6384| 768.1|10892| 10681 3825
38718 9313|14112| 4613|  1458| 3157| 3066| 327.3|15291| 645.4| 772711347 | 1.1136| 4153

39413| 9649|14264| 4762| 1551| 321.1| 3092| 3186|1501 6985| 779.9(11509|1.1299| 4287

2024: .|51396| 39638 | 946.9|14406| 4797| 1655| 3142| 3150| 317.8|15763| 671.4| 790611758|11547| 4338
| 51925 | 4012.4| 9417 | 14785| 4942| 1756| 3186| 3160| 3415|15922| 6874| 7908 |1:180.1| 11587 | 4400
(|52470| 40692 | 9347|15157| 5139| 1877| 3262| 3217 3548|16188| 7029| 8014|11778|11562| 4253

(|52440| 40464 | 9160| 15022 | 5168| 186.1| 3307| 32| 342.9|16283| 7102| 803011977 |11760| 4290

2005 ... | 53040 | 41378 | 9112 |1579.1| 5852|  2228| 3623| 329.1| 3446|16475| 7260| 8063|1,2062(1,1847| 4350
Il....| 54044 | 42075 | 8913 |16250| 6065| 2538| 3527| 3380| 3667|16912| 7459| 8298 |1.1969|11752| 4230
(|54787| 42935 | 8873|1660.4| 6300| 2809| 3490| 3468 3626|17367| 7655| 855511852 1,1634| 4100

-|55522| 4,3655| 883017000 | 6847| 3253| 3593| 3490 3345|17825| 7816| 884711867 1,1647| 407.

Uincludes other items not shown separately. _
Research and development investment includes expenditures for software.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-13. Real private fixed investment by type, 2007-2025

[Billions of chained (2017) dollars; quarterly data at seasonally adjusted annual rates]

Nonresidential Residential
Equipment \nte\le[)crléjgl!&rsopeny Structures
Pgiva(lie

fixe Information processing Total

Yearorquarter | jpyeg. | Total | gy equipment Re- | resi-
ment ndoennrggl‘- tures 2 qugf pg;?:t%n 2 | Soft- search d_ené 2| Single
Total Computers aquip- | equip- Total® | Vot avltfodpe tial ~ | Total farily

Total peripheral Other | ment | ment ment
equipment !

1,996.1] 6255| 839.9| 2045 722| 1342| 2196| 2129| 552.7| 1733 316.0| 821.9| 818.3| 356.6
20083 | 666.0| 799.7| 2156 779|140 2105| 166.9| 5737 187.4| 3253 | 6230 617.7| 224.0
171641 541.4| 630.2| 2048 7921 1289| 1644 78.1 5708 193.1| 317.3| 4879 482.1| 1324
179431 4548 7578 239.2 91.9| 151.1| 1642| 1524| 586.4| 2004| 3185 4728 4658| 1438
1951.3| 469.0| 859.6| 250.8 91.8| 162.1| 197.0| 1958| 6229 2223 | 331.8| 472.2| 464.1| 1372
2137.1| 5315] 95381 2740 101.1] 1764 2135] 231.8| 6538 246.7 | 3345| 533.3| 5253 | 166.0
2,2386| 537.3| 1,0065| 2939 1006 | 1955| 2128| 257.7| 6950 264.3| 357.7| 601.1| 592.1| 203.6
24211\ 59721 1,086.0| 3129 1004 | 2137 2235| 287.4| 7391 286.1| 377.0| 626.8| 616.2| 216.1
24989 | 598.2| 1.127.2| 3367 1004 | 2367 | 2257| 3187| 774.0| 3046| 3903 | 6932 681.1| 2408
25448\ 57971 1,175 356.1 99.7| 2565| 2249| 3026| 847.6| 3405 4245 7422| 7286 | 2532
2,661.11 5949 1,160.0 | 386.0 1058 | 2802 | 237.3| 299.9| 906.2| 382.9| 4375 7739| 7589| 2702
28443 6292| 12286 41638 1196 297.1| 2487| 3183| 986.5| 4339 464.3| 7685| 7534 | 2777
2,952.2 | 6440 | 12411 4289 12111 307.8| 2532| 304.9| 1,067.0| 466.5| 5108 | 761.6| 746.5| 260.1
28178 5846 11185 4323 131413003 | 231.7| 2189| 1,151 5106| 5208 | 818.2 | 802.2| 2758
29930 | 5686 | 1,197.4| 4785 1505 3270| 2472| 2268| 12309 586.8| 565.4| 904.8 | 887.4| 338.1
3,187.4| 5882 | 1,231.1] 509.3 158.0| 3505 | 250.7| 2264 1374.9| 6745| 6204 | 831.3| 814.1| 3116
34186 | 686.4| 1.267.0| 490.1 1464 | 3435| 2515| 2846 1460.0| 7232| 657.0| 766.1| 7485 | 266.5
35189 6940 13115] 517.3 1750 3402 | 254.9| 2989 1511.0| 771.9| 666.0 | 7904 | 771.9| 2832
3,662.7| 657.3| 1,420.1| 630.8 260.9| 364.1| 2626| 3095| 1,596.6| 857.3| 680.8| 773.7| 7549 | 267.4
,0005| 3,110.1| 567.5| 12235 5145 161.4| 3520 2549| 2049| 1326.2| 645.1| 603.0| 889.8| 8726| 3443
01981 31634 | 5797 | 1,225.7 | 511.0 157.2| 353.1| 2505| 217.3| 123654 | 667.0| 618.0| 8639 846.7| 338.1
,997.2| 3210.2| 5946 12338/ 515.1 161.3| 352.8| 246.1| 232.1| 123883 | 6819 | 624.5| 809.2| 7920 | 299.0
,992.1| 3,266.0 | 611.0| 1,241.4| 4967 152.0| 344.1| 2514\ 251.4| 14195 7040 636.0| 762.1| 745.3| 2652
2023: 1. 4,039.7| 33333| 653.1| 1,240.6| 4917 1442 | 3476| 251.3| 259.3| 14386 708.1| 6499 7492 | 731.9| 250.1
4132.3| 34218 6836 1.278.0| 486.0 145.0| 3408| 2533| 297.8| 145852 7152| 658.5| 756.9| 7395| 257.1
4171.2| 34364 695.0| 1,269.6| 483.6 1437 339.8| 2498| 2957 14655| 726.0| 6592 | 777.7| 759.9| 2771
42185 34830 7138| 1.279.9| 4989 152.7| 3456| 2516| 2857 1480.7| 7435| 660.5| 780.6 | 762.6 | 2816
2024: 42497 3496.0| 704.8| 128141 4983 162.3| 3345| 2538| 282.0| 15048 763.0| 666.9| 796.2| 778.1| 2898
47649 35175/ 697.8| 1.309.0 | 5113 1720 3374 | 2528| 301.9| 1507.3| 769.9| 664.4 | 792.2| 773.7| 28638
4281.3| 35476 6939 1,335.0( 529.4 184.11 3428| 2563| 3108| 1517.1| 7747 | 669.5| 782.5| 7638 | 277.0
. 4,260.3| 35144 6795| 1,320.6| 530.2 1817 | 3462 | 256.8| 301.0| 15150 780.1| 663.4 | 790.7 | 771.8| 2792
2025: | ... 43336| 35954 674.2| 1,386.0| 598.8 217.1| 3783| 2595| 3046| 1,539.0| 8143 | 660.2 | 7888 769.7 | 2784
4380.5| 3659.3| 661.2| 14147 6156 2448 | 3657 | 2636| 3222| 1593.8| 8638 | 673.7| 7785| 7598 | 270.8
4,389.3| 3687.8| 652.8| 1,432.9| 6287 2694 | 352.8| 265.0| 3188 16156 8715 687.5| 764.3| 7456 | 2616
4,407.2| 37084 640.9| 14466 680.1 312.5| 359.7| 262.3| 2925| 16379 879.6| 702.0| 763.2| 7445| 259.0

T Because computers exhibit rapid changes in prices relative to other prices in the economy, the chained-dollar estimates should not be used to measure
the component's relative importance or its contribution to the growth rate of more aggregate series. The quantity index for computers can be used to accurately
measure the real growth rate of this series. For information on this component, see Survey of Current Business Table 5.3.1 (for growth rates), Table 5.3.2 (for

contributions), an

Table 5.3.3 (for quantity indexes).
Includes other items not shown separately.

3 Research and development investment includes expenditures for software.
Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-14. Foreign transactions in the national income and product accounts, 1975-2025
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Current receipts from rest of the world Current payments to rest of the world

Current taxes and

Exports of goods Imports of goods transfer
j payments
and services and services to rest of the world [net) Balance
Year or quarter Totl Income Tol Income on
ota re- ota pay- From current
e s || || | o |y
Total | Goods ices ! Total | Goods ices ! Total sons rg;nn—t ness
(net) (net) (net)
990| 237| 150 91 1.3 Al 07 198
1246| 265| 155 8.1 14 57 11 71
1526| 298| 169 8.1 14 53 14 -109
1774 348 247 8.8 16 59 14 -126
2128| 399| 364| 106 17 6.8 20 -1.2
2486| 453| 449] 126 20 83 24 85
2678 499| 591| 170 56 83 32 34
2505| 526 645] 198 6.7 97 34 -33
2727| 560| 648| 205 700 101 34 =351
336.3| 688 856| 236 79 122 35 -90.1
3433| 739 873| 257 83| 144 29| -1143
3700| 829 94| 278 91| 154 32| 1427
4148| 939| 1058| 268| 100| 134 34| 1541
45211 101.9| 1295 290| 108| 137 45 -1157
484.8| 106.2| 1529| 304| 16| 142 46 -924
508.1( 121.7| 1542 37| 122| 147 48 -74.9
500.7| 1228| 1368| -49| 141| -240 50 79
5449| 1229| 1210 49| 145 220 54 456
592.8| 127.2| 1244| 454| 171|229 54 -794
6768| 1366| 1616| 46.1| 189] 211 60| 1156
757.4| 145.1| 2019| 441| 203| 156 82| -1059
8074 1565| 2155| 495| 226| 200 69| -1150
885.7| 170.1| 2568| 514| 257| 167 91| =130
9308| 1849| 2694| 600| 297| 174| 130 -2053
10512 2013| 2937| 857| 363| 250| 244 -2766

12512| 2260| 3522| 954| 386| 268| 299 -3969
11762 227.4) 2893| 1102| 425| 267| 411 -3914
11989| 2389| 290.0| 1183| 444| 293| 446| 4554
12990| 258.1| 3189| 130.1| 46.1| 320 520 -5276
15136| 296.9| 388.0| 1449| 495| 340| 614 -6378
17228| 3187| 4945| 156.1| 544| 399| 618 -7512
19006| 356.0| 656.2| 1542| 57.1| 41.7| 553 -8193
20027| 3925( 7545| 1755| 653 49.1| 610 -7409
21487 4275) 7100\ 1980 711 543 725| -7042
1588.1| 4138 5390| 2043| 698| 629 716| -383.1

19470| 4425| 56431 2099| 721| 633| 746 -4398

. 2,2 . 102
. 22187| 5201| 661.5| 276.1| 906| 69.2| 116 .
,931612,3699 | 561.7| 7382| 2934| 957, 678 129 -378.0
31312125591 5721| 8484 2923| 987 743| 119 —441.2
31 2516.7| 600.0| 8928| 3139 1023| 744| 137.2| -44713
.113,890.11{2,7 23051 4773 7715 3302| 102.3| 87.2| 1408| -564.6
,083.314,702.2 134 28396| 5783| 9325| 351.8| 111.3| 948| 1457| -869.2
12198154500 (39 32569 7174110677 | 407.9| 1276 1216 158.7| -1,001.2
,397.915,609.5 38 30926| 7673113122\ 4374 1368 121.7| 1789| -937.8
4856 |6,075.2 |41 3267.3| 8465]1,4939| 4675| 1435 1221 201.9| -1,1799
v | e | 4,2 33500 8959 ... | 4376 1487 917 1972
2,865.2 | 1,954.6 611,136.35,2855(39 32488 | 6656)1,011.5| 3596| 1215 96.1| 1420] -1,1014
3,093712,1383| 9554 11,1953 |5,506.6 | 4,0 33746| 7153]1,030.1| 3865| 1269 109.1| 1506| -1,031.4
3129112,141.3| 987.8|1,2585 5513939 32425 7422110829 | 4464 1292 1474| 169.7| -9384
3,057.7|2,047.111,0105 | 1,288.9 | 5494.0 | 3,908.3 | 3,161.6 | 746.7|1,146.4 | 4393 | 1330 1337| 1726| -9336
3,0855)2,062.111,0234 11,3439 155399 |3,8804|3,1296| 7508|1,2338| 4256 1344 1268| 1643| -9175
3016.2|1,973.4(1,042.8|1375.0|5519.4|3,813.7 13,0498 | 7639(1,271.9| 4338| 1357 1295| 1686| -9267
3,082.112,024.811,057.3 11,4393 |5631.8|3,847.6|3,084.0| 7636|1,3415| 4427| 137.7| 1249| 180.0| -9168
3,109.6|2,037.1(1,072.6 | 1433457469 |3,897.7 |3,106.9 | 790.8|1401.6| 4476| 1393| 1055| 2028| -990.4
3,164.112,041.0(1,123.1|1452.3|5880.1|3,986.6|3,1757| 810914603 | 4332| 141.0| 1002| 1920| -1,0656
3,192.612,055.9]1,136.7 | 1,498.6 | 6,036.6 | 4,087.0| 3,259.9| 827.1|1,5106| 4389| 1422| 969| 1999| -1,1528
3,256.5)2,082.111,174.4 11,4449 16,2109 | 4,19483,3309| 8639|1497.1| 5190 1443 1549| 2199| -13184
3,2483|2,052.9|1,195.4 | 1,546.5 | 6,173.0 | 4,186.9 | 3,302.7 | 884.2|1,507.4| 478.7| 1465 1363| 1959| -1,1826
3,2937)2,116.0|1,177.7 | 1,454.8 | 6,456.1 | 4,556.3 | 3,681.4| 876.8|1,452.7 | 4451 | 1485 984| 198.1| -1502.6
3,267.5|2,081.3(1,186.2| 1525.8|6,155.3|4,167.3|3,279.3| 888.0|1544.2| 4438| 1499| 978| 196.2| -1,167.2
3,366.9|2,133.7|1,23321,591.0 | 6,124.0 | 41234 |3,2230| 9005|1,5655| 4351 | 1489| 867 1995| -979.1
. 13350621199 1,2307 | ccovvces | o | 41343132161 9182 . | 4263| 1477] 838| 1949

! Certaingoods, primarily military equ(ifment purchased and sold by the Federal Government, are included in services. Beginning with 1986, repairs and
alteyations of equipment were reclassified from goodsto services.
National income and product accounts (NIPA).

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B—-15. Real exports and imports of goods and services, 2007-2025
[Billions of chained (2017) dollars; quarterly data at seasonally adjusted annual rates]

Exports of goods and services

Imports of goods and services

Goods ' Goods !

Year or quarter | 1

Total Non- Non- |Services'| Total Non- Non- | Services
Total Duorgg\se durable ||agricultural Total Duorgg\se durable ||petroleum
9 goods goods 9 goods goods

1,7455] 11467 764.1 382.9 1,040.1 5952 | 2,3764| 1,9275| 1,050.8 866.7|| 1,602.4 446.7
18466 12140 801.1 4130 1,101.0 6285 23254 | 18645| 10174 837.3|| 1,550.6 4635
1,693.1| 1,070.0 666.5 4026 960.6 6283 | 2,0318| 1576.0 8112 76061 12843 468.2
1,907.3] 12324 786.3 4451 1111.0 6756 2,295.3| 18183| 1,002.3 8029 1526.0 4851
20442| 13245 861.8 463.3 1,204.9 719.7| 24058| 19186| 10969 808.8|| 16387 4931
2,1263| 13769 905.0 4740 1,256.4 7496 | 24647| 1,9695| 1,186.2 77601 17295 500.4
2190.3| 14173 924.9 4935 1,295.3 7735 24946| 2,0090| 1242.0 763.1 1,795.5 481.7
22758| 14806 963.5 517.9 1,348.8 7943 | 26234| 21208] 1,352.1 769.3( 19295 5034
228311 14757 9425 532.6 1,341.3 807.5| 2,7595| 22435| 14422 802.7|| 20525 515.8
22939 14852 9327 552.3 1,343.6 808.7| 2,799.7| 272684| 14597 810.0( 2,069.6 5314
23883 15467 962.5 584.1 1,402.8 841.6| 29316] 23699| 15623 807.6|| 21725 561.7
24564 16121 996.5 6154 1,467.7 8442| 3,0500| 24916 16509 841.0( 2305.0 558.4
24695| 16149 9742| 6396 14717 8545| 30859| 25048| 16563 8486| 23317 580.8
2157.8| 14526 8196| 6337 1.302.0 706.9| 28136| 2357.8| 15349 8224| 22096 458.8
22972| 15642 917.7 648.6 1,422.9 7355| 32235| 26990 18070 8938| 25395 527.8
247211 16599 967.1 693.8 15246 8155( 34964| 28805| 19503 9354| 27299 618.0
25410( 1,696.0 9928 705.0 1571.9 8486| 34662| 28254 19293 9038|| 2,667.4 641.1
2,6336| 17306| 1,003.1 7282 1,594.1 905.3| 3666.2| 2971.0| 20402 940.6|| 28213 693.9
26754| 17624| 10266| 7372 16294 9157 | 3766.0| 30449| 21068| 9498| 29110 7183
237175| 15938 9408| 6598 14622 7839| 34844 28976 19657| 938.1| 27481 589.2
245171 16455 957.7 688.7 1,499.1 809.6 | 3544.7| 29266| 19833 94881 27836 620.4
25389| 1,7109 980.4 1274 15755 831.2| 34920| 2:859.3| 19459 920.3|| 27050 634.5
2,520.1| 1,686.5 989.4|  699.1 1,561.9 837.2| 34646| 28386| 19063 93451 26828 627.7
25435( 1,119 994.4 718.0 1,685.2 835.5| 34557 28295| 19175 917.4|| 2,666.0 627.7
2509.3| 16656 981.2 686.9 1,545.5 8469 | 34374| 27987 19194 888.1( 2,647.7 638.7
2536.7| 1690.0| 1,002.7 690.9 1,569.7 850.2| 3462.9| 28269| 19284| 906.2|| 2,669.3 636.6
25746| 17165 9929| 7240 1,587.2 861.7| 35088 28463| 19519| 9036| 2686.5 661.5
26036| 17162 9918 7247 15793 890.1| 3567.8| 2897.7| 19%6| 9127| 27476 669.5
26080| 1,717.7] 1,001.2 nii 1,585.7 8928 | 3640.2| 2960.9| 20336 937.11| 28045 679.1
26643| 17528| 10248 7295 1,616.8 9139| 37292| 30244| 2,086.7 949.1( 28779 7038
2,6585| 17355 994.5 .0 1,594.6 9243 37274| 30009| 20448 963.7|| 28553 7232
2,6595| 17621 10397 7246 1,629.6 901.0| 40402 33322 22207| 11125 32038 7125
26473| 17410( 10138 7285 1,608.7 908.7| 3,7053| 29918 2,066.0 937.2 | 2,859.2 7104
2,088| 17771 10319 746.3 1,642.6 933.8| 3664.3| 2937.0| 20485 902.4|| 27987 75
26859| 1769.2| 1,0208] 7493 1.636.8 9195| 36541| 29185| 20922 847.0| 27822 7286

' Certain goods, primarily military equipment purchased and sold by the Federal Government, are included in services. Repairs and alterations of equipment
are also included in services.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-16. Sources of personal income, 1975-2025
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Proprietors” income with
Compensation of employees inventory valuation and capital
consumption adjustments
Rental
Wages and salaries Wgagg':%e:;fa}?es icome
ersons
Year or quarter ﬁg&%‘g‘ Emplover | grojoyer i
contriou- | contripy- capital
Total é;ggﬁ] \];g[e tions for | Total Farm | Nonfarm Contj
Private | Govern- g overn- sumption
Totallindustries| ment | 10! peggéon gment adjustment
insur- social
insur-
ance
funds | @€
9472 814.8 638.6 176.2 1324 85.7 46.7 1182 220 9.2 22.3
,048.3 8997 7108 188.9 148.6 942 54.4 131.0 17.2 1138 20.3
,165.8 994.2 791.6 202.6 7.7 1106 61.1 1445 16.0 1285 159
3168 11,1206 900.6 2200 96.2 124.7 715 166.0 199 146.1 16.5
A7121 1,2533| 10162 2311 2239 143 826 1794 22| 1573 16.1
62221 13734| 11120 261.5 248.8 159.9 889| 1716 11.7] 1599 19.0
79251 15114 12255 2858 281.2 1715 103.6 179.7 19.0 160.7 238
8930 1587.5| 12800 307.5 3055 195.7 1098 1712 133 1579 238
01251 16775 13527 3248 3350 215.1 119.9 186.3 6.2 180.1 244
2159 1,.8449| 14%.38 348.1 371.0 2319 1390 2282 209| 2073 247
38731 1,9826| 16087 3739 404.8 257.0 147.1 YZIN| 210 220.1 262
5421 21023| 1,705.1 3972 4397 281.9 1579 2565 228| 2337 183
7224\ 22563| 18332 4231 466.1 2999 166.3 286.5 289 2516 16.6
9480 | 24398| 19877 4520 508.2 3236 1846| 3255 268| 2987 225
1396 25831 21019 4811 556.6 3629 193.7 3411 330 308.1 215
3404 2,7M2| 22222 519.0 599.2 3927 206.5 3632 322 3210 282
4505| 28145| 22657 548.8 636.0 4209 2151 354.2 268| 3274 386
,668.2| 2,9655| 23935 5720 702.7 4743 2284 400.2 348 3654 60.6
817.3| 30793 24903 589.0 731.9 4983 2397|4280 34|  3%6 90.1
,006.2| 32366| 26271 609.5 769.6 5155 2541 456.6 347 4220 137
1981 34180| 2789.0 629.0 780.1 515.9 264.1 4812 220 4592 1249
44169| 36165| 29684 648.1 800.5 525.7 2748 543.8 373 506.4 1425
4,7088| 3876.8| 32050 6719 832.0 542.4 2896| 584.0 324| 5516 1471
507111 41816| 34803 701.3 889.5 582.3 307.2 640.3 286 611.7 165.2
54027 | 44579| 37242 7338 944.8 621.4 3233| 6964 280 6683 1785
5847.1| 48249 4,0452 7798| 1,022.2 677.0 3452| 7536 32| 71224 1835
6,0383| 49536| 41316 8220( 1,084.7 726.7 358.0 831.1 321 7989 2024
6,135.1| 4,9958| 41230 872.9| 11393 7732 366.0| 870.1 203| 84938 208.4
6,3536| 51383| 472243 9140( 12153 832.8 3825 8975 371 860.4 2271
67195| 5421.0| 44687 952.3| 12985 889.7 4088| 9629 5241 9105 2428
7,066.1| 5691.4| 4,700.1 991.3| 13747 946.7 4281 979.1 479 931.2 2211
74797| 6,056.7| 50222| 10345 14229 975.6 447.3| 11,0509 343| 10166 181.1
78785| 63%.4| 53078| 1,0885| 14821| 10204 4617 9954 415 953.9 186.3
8056.8| 6534.1| 53%02| 11439| 15227| 10513 4714|9603 395| 9208 2903
7,7590| 6,2491| 50739| 1,1752| 15099| 1,051.8 458.1 938.1 216 9105 3476
79254| 63725| 51813] 1,191.2| 15529| 1,083.9 469.0| 1,085 387] 10698 4337
8226.2| 66262| 5431.3| 1,1949| 16000| 1,107.3 492.71 1,2283 639] 1,644 506.5
8567.4| 69281 57298| 1,1983| 16392| 11259 5133 12999 61.01 12389 534.5
88350 7,1140| 59060( 12080| 17210 1,197 526.3| 1,351.7 87.5| 1,264.2 578.7
92502 74763| 62394\ 1239| 17739| 12275 546.4| 1,370.0 685 13015 598.5
7| 96994| 708595| 65837| 12758 18399| 12706 569.4| 1,347.7 555] 12923 601.4
15,887.7| 9966.1| 8091.2| 6,7832| 13080 1.8749| 12939 5809 13492 36.0| 13132 618.7
16,662.8| 10424.4| 84744| 71262| 1,23482| 19500| 13453 604.7| 14286 41.0] 13876 642.0
175282 10957.4| 88998| 74980| 14019 20576| 14328 6248| 14953 321 14632 6715
18363.2| 114466| 9325.1| 78748| 14503| 21215 14708 650.6| 1,555.8 338| 15220 688.4
19631.7| 11,598.1| 94653| 7971.1| 14943| 21328 14740 658.8| 1599.5 51.1] 15485 7434
214989 12,5584| 10,3150| 8770.6| 15444 22434] 15365 706.9| 1818.7 745] 17442 716.7
22,153.8| 13,4434| 111228| 95015 16213 23206| 1,555.0 7656| 18689 9511 17738 871.1
2358501 14,207.4] 11,7324 10,0005 1,731.9| 24750| 1,660.1 8149| 19420 741 18706 1,002.5
249059| 15,027.1| 12,387.9| 10538.8| 1.849.1| 2639.1| 17727 866.4| 20231 57.8| 19652 1,078.1
26,119.0| 157450 129756 11,045.3| 19302| 27694 | 18593 910.1] 21094 758 20336 1,114.6
21,6335| 131789 10,8920 92999 15921| 2286.9| 15408 746.2| 1,836.0 834 17526 818.6
219133 132938 109948 | 93894| 16054| 2299.0| 15432 755.8| 1,849.5 99| 17506 860.4
22,3542 | 1361161 11,2781 96471 16310 23336| 15559 7776| 18891 986| 1,7904 887.2
22,7142 13689.2| 11,3262 | 9669.6| 1656.7| 23629| 15799 7830( 1,901.1 99.4| 18017 918.3
2023: 1. 23,1087 13,8883 | 11,4792 | 9,7924| 1686.8| 2409.1| 16146 7945| 19338 9%.9| 18369 965.5
| 234615| 14,0925 116416 99302 17113 24509| 16433 8076| 19317 7111 18545 998.0
23,7353 | 14,3345 11,836.2| 10,085.7| 17505| 24983| 16754 822.9| 19431 636| 18795 1,012.9
24,0346| 1451431 119727 101937 1,7790| 2541.6| 17072 83441 19593 478] 19114 1,033.6
2024: 1. 244787\ 14,739.7 | 12,1495 10,3376 18119 2590.2| 17411 84911 19829 516] 19313 1,069.0
| 24,8008 | 14,9437 12,317.2| 104798| 18374| 26265| 17648 861.7| 20132 525| 19608 1,069.7
26,021.7| 15115.7 | 12,4584 10,5985| 1.8599| 2,657.3| 17855 8719| 20317 56.3| 1,9754 1,077.3
25322.4| 15309.1| 12,626.6 | 10,739.4| 18872 2,6825| 17994 883.1| 2,064.5 70| 19934 1,096.7
2025: 1. 25717.7| 155109 | 12,788.7| 10879.0| 1909.7| 27222| 18238 898.4| 21033 842 2,019 11156
| 25987.5| 156103 | 12,8600 10,930.3| 19297 2,750.3| 1,848.0 902.3| 2,105.2 782| 20270 1,119.2
262696 15836.9| 13049.3| 11,1060 19433| 2,7875| 18727 9148| 21177 812 20365 11122
26501.2| 16,021.8| 13,2042 | 11,2660 19383 | 28176| 18925 9251 21114 59.5| 2,051.9 11114

See next page for continuation of table.
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TaBLE B—16. Sources of personal income, 1975-2025—

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Continued

Personal income receipts

Personal current transfer receipts

on assets Less:
Contribu-
Government social benefits to persons Other I\fons
current or
Year or quarter Personal | Personal transfer | government
Total | interest | dividend | Total Social Unemploy- receipts, | social
income | income Total! 0Clal ) | Medicare 3| Medicaid | ment Other | from | insurance,
security insurance business | domestic
(net)

329| 1700| 1631 65.9 15.6 139 18.1 357 6.8 89.3
390| 1843| 1776 745 18.8 15.5 16.4 387 6.7 101.3
447 1946| 1895 832 221 16.7 131 409 5.1 113.1
507| 2099| 2034 91.4 255 18.6 94 449 6.5 1313
57.7| 2356| 2273 102.6 299 271 97 499 8.2 152.7
642| 2801 2715 1186 362 239 16.1 62.1 86 166.2
69.7| 3190 3078 138.6 435 217 159 66.3 12 195.7
731 3565|3431 153.7 50.9 302 252 66.8 124 208.9
820 3843| 3705 164.4 57.8 39 264 ns 138 226.0
858 4006| 3809 173.0 64.7 36.6 16.0 743 19.7 2575
938| 4254| 4031 183.3 69.7 397 159 78.0 223 281.4
103.1] 4516| 4286 193.6 753 436 16.5 83.0 229 3034
1020 468.1( 4479 201.0 81.6 478 146 86.4 202 323.1
1280 4975| 4769 2139 86.3 53.0 133 936 206 361.5
1575| 5442| 5211 2274 8.2 60.8 44| 1031 22 385.2
169.7| 5969| 5747 2441 107.6 731 182| 1139 22 4101
1810 668.1| 650.5 264.2 1175 9.9 268 1270 176 4302
1893| 7480| 7318 281.8 1326 116.2 396 1429 16.3 455.0
2051| 7930| 7789 297.9 146.8 130.1 348| 1500 14.1 4774
237.3| 8290| 8157 3122 164.4 139.4 239 1561 133 508.2
2592| 8835| 8647 3211 181.2 149.6 2017|1640 18.7 5328
3024| 9292| 9063 3420 1949 158.2 223| 1676 229 555.1
3378 9549| 9364 356.6 206.9 163.1 201 1664 194 587.2
3584| 9839| 9579 369.2 205.6 170.2 197] 1700 26.0 624.7
3485| 1,026.2| 9922 3799 208.7 184.6 205( 1744 340 661.3
386.4| 1,087.3| 1,0449 401.4 2191 1995 207 1791 424 705.8
37441 11926 1,145.8 4251 2426 221.3 39 1924 46.8 7332
4015( 1,285.2| 1,251.0 446.9 259.7 250.0 535 2113 342 7515
431.2] 1,347.3| 1,321.0 4635 276.7 264.5 532 2312 263 779.3
5504 | 14212 14045 4855 3044 289.8 36.4| 2543 16.8 8292
555.0( 1,516.7| 1,490.9 512.7 3321 304.4 318 2135 258 8733
683.6| 1,6138| 1,593.0 544.1 399.1 299.1 304 2815 208 922.5
780.1( 1,728.1| 1,697.3 575.7 4282 324.2 327 299 308 91.4
805.7| 1,955.1| 1,919.3 605.5 461.6 338.3 511 4177 358 988.4
565.6| 2,146.7| 2,107.7 664.5 493.0 369.6 1312 3980 39.0 964.3
536.6| 2,325.2| 2,281.4 690.2 5134 396.9 1389 4842 837 983.7
690.4| 2,358.7| 2,310.1 7133 535.6 406.0 107.2| 4848 485 916.7
831.7| 2,363.0| 2,322.6 762.1 554.7 4175 836| 4344 404 950.5
781.6| 2,424.3| 2,385.9 799.0 572.8 440.0 625| 4325 384 1,104.3
917.0| 2,541.6| 2,4986 834.6 600.0 4909 355( 4535 429 1,153.6
996.9| 2,685.4| 2,635.1 871.8 634.9 535.9 325| 4674 50.3 1,204.7
1027.4| 2,771.0| 2,717.3 896.5 662.1 562.8 320( 4671 59.7 1,238.8
1144.3| 2,855.7| 2,807.4 926.1 691.8 5737 302| 4742 483 12989
1,2349| 2976.3| 2,926.0 9724 7336 589.8 276| 4829 50.3 1,361.7
13465 3,147.1| 30908| 1,0307 790.5 614.0 215| 4982 56.3 1424.8
1399.1| 42352 4187.5| 1,077.9 827.4 657.6 5280| 9518 477 1.449.6
1771.4| 4660.2| 4566.7| 1,146 886.3 736.5 3149 1,3618 935 1,559.3
1961.7| 41396 4,0130] 12115 942.4 814.3 238| 8526 126.6 1,703.8
21474\ 42567 | 41506| 1357.0| 1,024.8 878.2 333| 6607 106.1 1,800.6
22187 | 45554 | 44557| 14480| 1,024 938.2 365( 7007 99.7 19232
22484| 49550 48482| 15728| 12213 10133 B0 722 106.8 20213
19053| 4,069.3| 3947.8| 1,199.2 9237 792.1 244 8485 1215 1,662.9
1,938.3| 4,1188| 3987.0| 1,206.8 933.0 819.3 218 8414 1317 1,685.0
19740| 41289| 3999.9| 12142 945.0 818.9 232| 82719 129.0 1,728.6
16735 | 20294 | 42417 | 41173| 12258 968.0 827.1 258 8927 1243 17389
2023: 1. 17507 | 2092.7| 4238.2| 41233| 13409 993.1 876.8 300| 6%8 1148 1,760.4
| 1,808.1| 2147.6| 42689| 4,161.6| 13526| 1,016.2 9109 328| 6557 107.3 1,785.4
18508 | 2,156.9| 4,2533| 4,150.3| 1,359.9| 1,036.4 867.3 349 6514 103.0 1.816.0
19094 | 21924| 42664| 41670 13745| 10536 857.7 355| 6389 994 1,840.8
2024: 1. 19067 | 2217.8| 44476| 43465| 14276| 1,069.1 909.4 355 6922 101.1 1,884.9
| 19280 | 22256| 45335| 4,4249| 14410| 1,088.2 934.7 36.1| 703.0 108.7 19129
19302 | 22146| 4587.6| 44928| 14542| 11119 947.9 370( 7073 94.8 19354
41585| 19417| 22168| 46530 45587| 1469.1| 11403 960.7 373 7004 94.4 1,.959.4
2025: 1. 41959 1,9545| 22413 4788.0| 46850| 15298| 11726 955.2 371 7203 103.0 1,995.9
| 42057 1,9606| 22450| 49523| 4:8520| 16075 12053 991.5 B0 7234 100.3 2,005.1
42200 19711 22490 50139| 4901.6| 15754| 12376| 10456 385( 7056 1123 2,0313
42438| 19856| 22582| 50659| 4954.2| 15783| 172695| 1,060.8 383| 6996 11156 2,063.0

" Includes Veterans' benefits, not shown seperately.

2ncludes old-age, survivors, and disability insurance benefits that are distributed from the federal old-age and survivors insurance trust fund and the
dISablht\/ insurance trust fund.
3 Includes hospital and supplementary medical insurance benefits that are distributed from the federal hospital insurance trust fund and the supplementary
medical insurance trust fund.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B—-17. Disposition of personal income, 1975-2025

[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Less: Personal outlays

Percent of disposa
personal income

gle

. Equals:
Less: : . Personal outlays
Dispos- Equals:
Year or quarter F:ﬁrcs[%qgl Pm%ﬂ?' able Pecrgtr)][lal Personal | Personal | Personal personl
taxes | PerSOnal | poo | cumntion | Interest | current | saving ersonal | personal
income expgndi— pay- | transfer Total sucmont}on saving
e | mentsT | payments expgn gk
tures
1.369.4 1476 12218] 10578 10305 234 38 164.0 86.6 843 134
1,502.6 172.7 1,330.0 1,175.6 1,147.7 235 44 154.4 88.4 86.3 1.6
1,669.2 1979 14614 13054 12740 26.6 48 155.9 89.3 87.2 10.7
1,863.7 2296 1,634.1 1,459.0 1,422.3 31.3 54 175.1 89.3 87.0 10.7
2,082.7 2689 18138 16270] 15854 355 6.0 186.8 89.7 874 10.3
23245 2995( 2,0249| 18001 1,750.7 425 6.9 2249 88.9 86.5 111
2,603.2 3458 22574 1,993.9 1,934.0 484 115 263.6 88.3 85.7 1.7
2,7895 347 24347 21435] 20713 58.5 138 2912 88.0 85.1 12.0
29817 3529 26288 2,364.2 22816 67.4 15.1 264.7 89.9 86.8 10.1
3,288.7 3779 29108| 25845] 24923 75.0 171 3263 88.8 85.6 1.2
35229 4178 31051 28221 2,128 90.6 188 2829 90.9 87.4 9.1
37312 4378( 32934 30047| 28863 973 211 2887 912 87.6 88
39468 4896 34572 3,196.6 3,076.3 97.1 232 260.6 925 89.0 15
42800 5059 37741 345701 33300 101.3 256 3171 916 88.2 84
4621.0 567.7 4,0633 37179 35768 131 280 3354 91.7 88.2 8.3
49133 594.7 43186 39580 3,809.0 1184 306 360.6 91.7 88.2 8.4
5,089.9 5889 45010 41000 39434 119.9 36.7 401.0 911 87.6 8.9
54175 612.8 4,804.7 43542 41976 116.1 405 4505 90.6 87.4 94
5652.9 648.8| 50041 46115 44520 1139 456 3926 922 89.0 18
5,940.9 693.1 5,247.8 4,890.6 47210 119.9 498 3572 932 90.0 6.8
6,283.4 74841 55350| 51559| 49626 140.4 529 379.0 93.2 89.7 6.8
6,666.2 837.1 5,829.1 5,459.2 5,244.6 157.0 57.6 369.9 93.7 90.0 6.3
7,074.0 9318| 61422 57704| 55368 169.7 63.9 3718 939 90.1 6.1
75884| 10324 65559| 6131.3] 58772 184.6 69.5 4246 93.5 89.6 6.5
79786 11119 68667 65509 62838 190.8 76.3 3158 95.4 915 46
8,621.3 12363 7,3850( 7,068.1 6,767.2 2177 83.2 316.8 95.7 916 43
89931 1,239.0 71,7541 73909 70738 2256 915 363.2 95.3 91.2 47
91500 1,0522| 80979| 76463| 73489 2006 9.7 4516 944 90.8 56
94818 1,003.5 84782 8,038.3 71,7407 196.5 101.1 4399 94.8 91.3 5.2
10,0159 1,0487| 8967.1 8,550.1 82320 207.3 1109 4170 953 918 47
10,546.1 1,2125 93336 91245 8,769.1 2313 181 209.2 97.8 94.0 22
113020 1,357.0| 99450| 9,669.1 9271.2 2669 1249 276.0 97.2 933 28
11,9321 14925 104396| 10,176.2 9,746.6 291.2 1384 2634 975 934 25
12,4257 15075] 109182| 10466.7| 10,050.1 272.0 1446 4515 95.9 920 4.1
12,065.7 11524 109133 | 10,2884 9,891.2 2528 144.3 624.9 94.3 90.6 5.7
12,556.6 1,2376| 11,3190 10,647.6| 10,260.3 2423 145.0 6714 94.1 90.6 59
133096| 14537| 11.8559| 11,0796| 106989 2299 150.8 7763 935 90.2 6.5
13,917.8 15095 12,4083 11,4318 11,0474 2296 154.8 976.5 92.1 89.0 19
14,068.8 16775] 123912 11,7755] 11,3882 2295 157.8 615.7 95.0 91.9 5.0
14,7841 1,785.7| 129984 | 12,2864| 11,8745 2437 168.2 7120 945 91.4 55
154737 19409| 135329| 12,742.3| 122974 2635 181.4 7906 942 90.9 58
15,887.7 19588 139289 131827| 12,7268 2128 183.1 746.2 94.6 91.4 54
16,662.8| 2,0488| 146139| 13772.3| 132906 2904 191.3 8416 942 909 58
17,528.2 20742| 154540| 144574| 139344 3213 2016 996.7 936 90.2 6.4
183632 2,198.7| 16,1645| 14,986.3| 144375 M2 2076 11782 92.7 89.3 73
196317 22482| 17,3834\ 14721.7| 142314 2817 202.7| 26618 847 819 153
21,4989 2,6980| 188009| 166237 16,119.7 2185 2256 21712 88.4 85.7 156
22,1538| 32433| 189105| 182776 17,690.0 3342 2534 6329 9.7 935 33
235850 2.8357| 20,749.3| 19590.0| 18,8332 491.6 265.3|  1,1592 94.4 90.8 5.6
249059 29882 21917.7| 20,7244| 19,89.0 551.0 21741 11932 946 90.8 5.4
26,119.0 32366| 228824| 21.821.0| 20956.0 578.1 286.8| 11,0615 95.4 91.6 46
21,6335 32692| 183744| 176736| 17,149.0 280.7 2439 700.8 96.2 93.3 38
219133| 32976| 186158| 18157.4| 17,606.6 2983 2525 4584 975 946 25
22,3542 32233| 19,1309| 185002| 17,8931 351.2 2559 630.7 96.7 935 33
22,7142 319311 195211 187792 181114 406.5 2613 7419 9.2 928 38
23108.7| 28253| 202834| 191758| 18487.0 4271 2618 11075 945 91.1 55
23,4615 28105| 20651.0| 194315| 18693.1 4753 263.1 1,2195 941 90.5 59
23,7353 28407| 208946| 19,756.7| 18,961.8 528.1 2668 11379 94.6 90.7 54
24,0346 2,866.5| 21,168.0| 19996.1| 19,1906 5359 2696| 11720 94.5 90.7 55
24,4787 29034| 215754| 202447| 194438 528.1 2127 1,330.7 93.8 90.1 6.2
248008| 29576| 21,8432| 205806| 19,756.1 549.2 27541 1,262.6 94.2 904 58
26,0217 3019.1| 220026| 208753| 20,0328 563.3 2192 11212 94.9 91.0 5.1
253224)  30729| 222495| 21,197.1] 20,3513 563.5 2823 10524 95.3 915 47
25177 31540| 225637| 21,4004 | 20555.0 568.0 27174 11633 9.8 9.1 5.2
25,9875 32009| 227866| 21646.3| 20,7899 567.5 2888| 11,1403 95.0 91.2 50
26,2696| 32684| 23001.2| 2198.1] 21,111.2 585.9 29100 10131 95.6 918 44
26,5012 33230| 231782| 222491 21,368.1 591.0 290.0 929.2 9.0 92.2 40
! Consists of nonmortgage interest paid by households.

2 Percents based on data in millions of do
Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B—18. Total and per capita disposable personal income and personal consumption
expenditures, and per capita gross domestic product, in current and real dollars, 1975-2025
[Quarterly data at seasonally adjusted annual rates, except as noted]

Disposable personal income Personal consumption expenditures Gross domestic
product
Total Per capita Total Per capita per capita .
Year or quarter | (billions of dollars) (dollars) (billions of dollars) (dollars) (dollars) Puﬁﬁiﬁ‘?”
) ) ) ) sands|
Chained Chained Chained Chained Chained
Current Current Current Current Current
dollars é%[\llgl dollars é%[‘]ﬂ,]rl dollars é%)[l]lgl dollars é%ﬂgé dollars (‘1%?‘132
1221.8| 45487 5,657 21,061 1,0305| 38367 41 17,764 7,801 28,062 215,981
1.3300| 4,690 6,098 215241 1147.7|  4,050.6 5262| 18573 8,590 | 29,289 218,086
14614| 48427 6,634 219841 12740 42218 5783| 19,165 9,450 30,337 220,289
16341| 50628 7,340 22741 14223| 44065 6,388 19,793 10,563 | 31,679 222,629
18138 51611 8,058 22928 15854| 4513 7043 20041 11,672 | 32,323 225,106
20249| 52018 8,892 228421 17507| 44972 7688| 19,748 12,547 | 31,869 221,126
22514 53222 9,815 23139 19340| 45596 8408| 19823 13943 | 32,353 230,008
24347\ 54381 10,485 2348 20713 46263 8919| 19922 14,399 | 31,467 232,218
26288 56321 11,218 24035 22816| 48882 9737| 20,860 15508 | 32,613 234,333
29108| 16,0092 12,313 254201 24923| 51454 10543 | 21,766 17,080 | 34,668 236,394
3105.1| 61943 13,019 25971 27128 54118 11,374\ 22,690 18,192 | 35794 238,506
32934| 64300 13684| 26716| 2,886.3| 56352 11992 23413 19,028 | 36,698 240,683
34572| 65475 14,236 26962 30763 5826.1 12,668| 23991 19993 | 37,628 242,843
37741| 68788 15,401 28070 33300| 60694 13589 | 24,767 21,368 | 38,845 245,061
4,0833| 70786 16,384|  28613| 3576.8| 62464 14,458 | 25249 22,805 39,893 247,387
43186| 72248 17,262 28878| 38090| 63722 15225 25470 23,835 40,191 250,181
45010| 7,286.3 17,753 28739 39434| 63837 15,554 | 25179 242901 39618 253,530
48047\ 75759 18,701 29487| 41976| 66186 16,338 | 25,761 25379 | 40472 256,922
5004.1| 7,6986 19,226 29578| 44520| 68492 17,104 26314 26,350 | 41,048 260,282
52478| 7,9086 19,919 30019 472101 71145 17,919| 27,005 27,660 | 42,188 263,455
55350| 8,169.2 20,762 30644| 49626| 73245 18615| 27475 28,658 | 42,811 266,588
5829.1| 84233 21,612 31230 52446| 75786 19,445| 28,099 29932 | 43912 269,714
6.1422| 87238 22,502 31960 5536.8| 78640 20284| 28810 314241 45319 272,958
6,5559| 9,238.0 23,740 33452| 58712 82817 21,283 29,989 32,818 46,803 276,154
6:866.7| 95369 24,583 34,142\ 672838| 87273 224% | 31,244 34,480 | 48,487 279,328
7,385.0| 10,0037 26,151 354241 67672 91669 23963 | 32,461 36,300 | 49915 282,398
7,754.1| 10,2973 27,186 36,102 70738 93939 24,801 32,935 37,100 | 49,893 285,225
8,0979| 106144 28,122 36,861 73489 96328 25,521 33,452 37,954 | 50,260 287,955
8478.2| 10,8843 29172 37451 77407 99376 26635 34,194 39420 51,191 290,626
8967.1| 11,2332 30,577 38304 82320| 103122 28070 | 35,164 41,660 | 52,682 293,262
9,3336| 11,3649 31,533 3839 | 8769.1| 106774 29626 | 36,073 44,052 | 54,015 295,993
99450| 11,7776 33,281 394141 9277.2| 109868 31,046 | 36,767 46,234 | 54,99 298,818
10439.6| 12,054.1 34,603 399541 97466| 11,2639 32306 | 37,302 47,976 | 55561 301,696
10918.2| 12,2443 35,851 40,205| 10,050.1| 11,2707 33,001 37,009 48,498 | 55,104 304,543
109133| 122730 35,520 39946 938912 11,1236 32,194 36,205 47,123 53213 307,240
11,3190 12505.3 36,532 40,361 10,260.3| 11,3356 33,115| 36,586 48,570 | 54,189 309,839
11,8559 | 12,775.2 37,964 40,908 106989| 11,5285 34259 36915 49,952 | 54,604 312,295
12,4083 | 13125.7 39,426 41,705 11,0474| 11,686.1 35102 37,131 51,645| 55422 314,725
12,3912 129371 39,077 40798 11,3882| 11,8899 35914 37,49 53235| 56,172 317,099
12,9984 | 133837 40,67 41876 118745| 12,2264 37,154| 38,255 55,094 | 57,139 319,601
13,532.9| 139085 42,013 43,179 122974| 12,6388 38,177 39,237 56,797 | 58,364 322,13
13,9289 | 141720 42910 43659 | 12,726.8| 12,949.0 39207 | 39,891 57,931 | 58968 324,609
14,6139 | 14,6139 44,710 447101 132906| 13,2906 40,662 | 40,662 60,002 | 60,002 326,860
15,4540 15144.0 47,002 46,059 | 139344| 13,6549 42,380 41,530 62,825| 61418 328,794
16,164.5| 156165| 48,907 47,249| 144375| 13,9481 43682 | 42,202 65171 62677 330,513
17,3834 | 16,6084 52,385 50,049 | 14,231.4] 135%.9 42,886 | 40,974 64414 | 61127 331,840
18,800.9| 17,2529 56,544 51888| 16,1197| 147924| 48480| 44488 71,355 64,759 332,503
18,910.5| 16,288.1 56,559 48716 17,690.0| 152368 52909| 45571 71,926 | 66,026 334,350
20,7493 17,2178 61,655 51,078| 188332| 156278 55870 | 46,361 82,506 | 67412 337,087
219177| 17,7233 64,446 52 113] 19,896.0| 16,088. 5 58,501 47,306 86,146 | 68,682 340,095
22,8824 | 18,0289 66,919 52725| 20,9560 16511, 61285 48286 89977 | 69,757 341,944
1837441 16,179.9 55,102 48521 17,149.0| 151 00.9 51427| 45285 75722 | 65773 333,463
18,6158| 16,097.0 55,742 48,200 17,606.6| 152244 52,721 45,587 77438 | 65777 333,960
19,130.9| 16,3639 57171 48,872 17,893.1| 152958 53472 45710 78,703 | 66,120 334,628
19521.1| 16,5192 58,211 49260 18,111.4| 153262 54,007 | 45702 79,829 | 66,433 335,349
20,2834 | 17,0015 60,371 50,603 | 18487.0| 154958 55025| 46,121 81,007 | 66,789 335,978
20651.0| 17,1828 61,345 51,02| 18693.1| 155537 555629 | 46,203 81,779 | 67,077 336,638
208946 17,2694 61,921 51177| 18961.8| 156719 56,193 | 46,443 83,199 | 67,689 337,443
21,1680 174167 62,574 51485| 19,190.6| 15789.7 56,728 | 46,675 84,025 | 68,089 338,289
215754| 175%.1 63,638 51,901| 19,4438| 15857.7 57,351 46,773 84,676 | 68,082 339,035
21,8432 17,7010 64,277 52,088| 19,756.1| 16,009.6 58135| 471M 85,770 | 68,524 339,830
22,0026| 17,7553 64,616 52,143 | 20,032.8| 16,1658 58832| 47475 86,669 | 68,951 340,512
22,2495 17,8432 65,247 52325| 20,351.3| 16,3209 59,680 | 47,861 87,463 | 69,168 341,005
225637 17,9432 66,095 52,561 | 20,555.0| 16,345.8 60,211 47,881 88,002 | 68979 341,381
22,786.6| 18,025.1 66,669 52,738 | 20,789.9| 164457 60827 | 48117 89,195 69,549 341,787
23,0012| 18,0708 67,220 52811| 21,111.2| 16,5859 61697 | 48472 90,883 | 70218 302177
23,1782 18,079.0 67,687 52,796| 21,368.1| 16,667.0 62,401 48,672 91,821 70279 342,433

! Populanon of the United States including Armed Forces overseas. Annual data are averages of quarterly data. Quarterly data are averages for the period.
Source: Department of Commerce (Bureau of Economic Analysis and Bureau of the Census).
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TABLE B-19. Gross saving and investment, 1975-2025

[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Gross saving

Net saving Consumption of fixed capital
Year or quarter Total Net private saving Net government saving
g Undis
saving e State Total Private | Government
Personal | tributed
saving | corporate Total Federal @Eg‘
profits
3481 2183 164.0 543| -108.6 -979 -107 2385 178.8 59.7
3993 2244 1544 70.0 853 -809 44 2602 196.5 63.7
4594 2425 155.9 86.6 -729 -734 5 289.8 211 68.7
548.0 27180 175.1 102.9 —57.2 -62.0 49 3212 252.1 75.1
613.6 2883 186.8 101.5 —48.6 474 -12 3739 2907 83.1
630.3 296.5 2249 7.6 -94.7 -88.8 59 4284 335.0 N5
7442 3553 2636 917 -98.2 -88.1 -10.2 487.2 3819 105.3
726.0 3792 291.2 880 -190.1 -167.4 -22.8 537.0 4204 116.6
716.8 3798 264.7 1151 -2256| 2072 -184 562.6 4388 1238
881.8 480.1 3263 1538| -19%6.7| -1965 -2 59.4 4635 134.9
881.2 4427 2829 1597 =2017] -199.2 24 640.1 496.4 1437
864.7 399.3 2887 1106 -2199| -2159 —4.0 685.3 531.6 153.7
949.1 398.8 2606 1382 -180.1 -165.7 -144 7304 566.3 164.1
1,076.8 4636 371 1465| -1713] -160.0 -11.3 7845 607.9 176.6
1,110.0 4504 3354 1150 -1787] -1594 -19.3 8383 649.6 188.6
11136 464.6 360.6 1040| -2395| 2033 -36.3 888.5 668.4 2001
1,153.6 529.8 401.0 1288| -3085| -2484 -60.1 9324 215 2109
1,148.0 5934 4505 1429 -4056| 3345 =711 960.2 7429 2174
1,163.9 546.6 3926 1540 -3862| 3135 -726| 11,0035 7782 2253
12958 560.1 357.2 2029 -3199| 2556 -642| 1,056 8225 2331
14272 6177 3790 2387 3129 2421 -708| 11224 880.7 117
1,580.0 638.3 369.9 2683 2336 1794 -542| 11753 929.1 2462
1,781.9 676.9 371.8 3052 1344 -92.0 4241 12393 987.8 251.6
19317 651.3 4246 2267 -29.3 14 =307 1.3097| 10522 2516
2,008.2 579.8 3158 264.0 295 69.1 =397 13989 11322 266.7
2,126.2 496.7 316.8 179.9 118.2 159.7 4150 15112 12315 27197
2,072.0 577.3 3632 2141 -104.7 150 -1198| 15995 13117 2878
2,000.3 7938 4516 3422\ 4514 -2678| -1836| 16580 13618 296.2
1,987.8 848.2 4399 4083| 5794 -3974| 1820 17191 14120 307.1
2,157.8 8792 170 4622 | -5433| -3935| -1498| 1.821.8| 14971 3247
2,3538 780.2 209.2 5710 -397.4| -2938| -1037| 19711 16226 3484
2,642.3 826.1 276.0 550.1 -3079| 2219 -860| 21242| 17518 3723
25119 649.2 2634 3857 3900 -2597| -1304| 22528| 18524 4003
22118 699.8 4515 2483 8470\ -6249| -2221| 2359.0| 19319 427.0
1.997.7 2119 624.9 587.0| -15855| -12432| -3423| 23113] 19285 4428
2,300.7 537.1 6714 866.2 | -1627.3| -13184| -309.0| 23%04| 19332 4572
2,533.1 70.0 776.3 1937 15112 -1,234.1 2770 24744] 19972 4772
29724 4.4 976.5 7778 13515 -10727| -2848| 25755| 20819 4936
31188 7.1 6157 214 -8999| -6339| -2660| 26816| 21766 505.0
34462 8.0 7120 7460 -8316| -5%40| -2376| 28197| 23014 518.3
3587.8 8.9 7906 6483 -7740| -5574| -2166| 29229| 23979 525.1
34737 5.1 7462 6289 -9095| -6673| -2422| 30081| 24756 5325
37032 59 8416 6742 -9616| -7368| —2248| 31490| 25991 549.9
3,950.8 445 99.7 7478| -11062| -906.4| -1999| 33126| 27373 5753
41634 354 1,1782 7573| -12496| -10438| -2058| 34775| 28797 597.8
3897.2 699| 26618 608.1| -2,9956| -29484 —47.1|  36229| 30057 617.1
41717 193 21772 74211 -26184| -2,:855.0 2366| 38708| 32119 658.9
47382 7.1 632.9 734.1 -936.2| -1,0294 93.1| 43074| 35784 729.0
47353 911 11592 8499 18445 17171 -127.4]1 45707| 38004 7703
48325 89| 1,932 895.7| -20532| -18745| -1787| 479.7| 39929 803.8
1,061.5 5065.8| 42165 849.3
4,686.4 8.3 7008 5775 7429|9277 1848 41510 34482 702.8
4m7.1 217 4584 7987| -772.3| 9449 1726 42729| 35493 7236
4,866.2 4798 630.7 849.1 -985.6 | -1,0293 437 43720 36324 7396
4,682.6 3.0 7419 7511 | -1,2440| -12156 -284| 44336 36836 750.0
4,670.1 9238 1,1075 816.3| -1751.6| -1,6816 -700| 44978| 373713 7605
4,700.6 996.2| 12195 7767 -18384| 17223 -116.1| 45428] 37759 766.9
4,694.2 09| 11379 873.0( -19094| -1,7231 -186.4| 45928| 38193 7735
48763 1055 1,1720 9335 -1.8787| -1,7416| 1372 46495] 3.869.0 7805
4,866.9 171 13307 801.0( -19595| -1,8003| -1592| 46947| 3,906.0 788.7
4887.1 1406 | 12626 8780 -20156| -1,8075| —2081| 4762.1| 3,964.2 7979
46825 43| 11272 8571 -2,136.0| -1,9555| -1804| 48341| 40252 808.9
48934 099.2| 10524| 10468| -21016| 19345 -167.1| 4,8958| 4,076.1 819.7
4,997.8 ,160.0|  1,1633 9%6.8| -21054| -19209| -1846| 49432| 41124 8308
5,095.6 1420 11403| 1,001.7| -2081.2| -1,8926| -1886| 49%48| 41542 8406
5247.3 ,164.0 | 1,013.1 11509 | -2,0288| -17866| -2422| 5112.1| 42568 855.3
9292 52133 43427 870.6

1 With inventory valuation and capital consumption adjustments.
See next page for continuation of table.
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TABLE B-19. Gross saving and investment, 1975-2025—Continued
[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Gross domestic investment, capital acc
transactions, and net lending, NIPA

9[1!1[

Addenda:

Gross domestic investment

Gross government saving

canital | | Ndet Stt_at'\‘s» Gross | Net
apital | lending | tica saving | saving
Year o quarter Gross | groce | account | ornet | discrep-|| Gross d NEIt- asa | asa
Total gnvate govern- | trans- | borrow- | ancy || private State %Tgsstfc percent | percent
Total O{?CES' _ment | actions m? saving | Total | Federal | and | “pen” | of gross | of gross
invest. | invest: (net) l—? local national | national
‘rr‘r‘]’ggt ment NIPAZ 4 income | income
257.3 84.4 0.1 98 133 3971 -489| -59.2 103 103.1 20.7 6.5
3232 89.6 A 70 20.7)| 4209 -216| -392 176 1526 24 14
39.6 932 A -1.0 1941 4636 42| -282 240 199.9 221 8.1
47841 1056 A =127 233|| 5301 1791 124 30.3 256.7 233 94
539.7| 120.1 A -13 4501 579.0 34.6 12 21.3 2859 235 92
530.1| 1359 A 84| 443|| 6315 -12| -284 211 2376 221 7.1
631.2| 1473 A 33 3171 7312 710 -206 216 2913 232 8.0
581.0( 156.9 A 34 86| 7996| -735| -920 184 2010 215 56
637.5| 1712 A -35.2 56.9|| 818.6| -101.8| -126.1 243 246.1 19.8 43
8201 1932 A1 902 414 9436| -618| -1059| 441 4149 219 70
829.7| 2199 A1 -144 54111 9391 -579| -1023 4441 4094 204 56
849.1| 238.1 A -1428( 798| 9309| -66.2| -1124| 462| 4019] 191 40
892.2| 2546 A 1542 436 9651 -160| -556 396 4164 19.7 45
937.0| 2584 A1 1159 2.81| 1,071.5 53| 410 46.4 4109 205 56
999.7| 2704 3 927 67.81| 1,100.0 99| -325 424 4319 198 49
9934 2904 14| -823 9541111530 -394| -69.8 304 395.3 189 38
9431 2941 53 26| 927|[12512| -976| -1083| 107 3060| 189 36
0130( 2961 -13| -443] 1155([1336.3| -1882| -191.2 30 348.9 178 29
1068|2919 9| -802| 155413248 -1609| -166.5 5.6 3952 173 24
2565|2942 13| -169] 1392/ 1,3826| -868| -1053 185 4950 18.1 33
3175|3077 41 1063 9221114985 -71.3| -836 17.3 502.8 188 4.0
43211 3200 2| -1152 57.01| 1,567.4 126] =257 38.3 576.7 196 5.0
5%6( 3266 5| 1306 103] 16647 | 1172 62.3 548 682.9 20.7 6.3
1367|3440 2| -2056| -56.411,7035| 2282| 1568 7141 7109 211 6.8
887.1] 3685 67| -2833| -293|(17120| 2962| 2273| 689| 8566| 207 6.3
0384 | 3889 46| -4014| -958(17282| 3979| 3228| 751| 9160| 205 59
93481 4119| -11.9] -3795| -116.7[ 1,889.0| 183.1 1795 36 7412 193 44
9304 4437 42| -4596| -81.7]/21556| -1553| -101.0| -54.3 716.1 18.1 3.1
,027.1|  464.2 88| -536.4| -2421)2260.1| -2723| -225.1| -41.1 172.2 172 2.3
2813 | 486.2 46| -6424| -281|/23764| -2186| -2130| 56| 9456| 175 2.7
9347|5133 -7| -750.5| -57.01|2402.8| -490| -103.2 542 1,077.0 179 29
,701.0] 5509 77| -827.0| -2098]| 2,577.9 644| -207| 81| 11277 188 37
,673.0( 592.0 6.4 -7412 1231 2,501.6 103] 469 57.2| 10123 173 18
AT16| 6296 8| —7050| 191226318 -4200| -399.1| -209| 7482| 150 -1.0
9297|6429 6.3| -389.4| 191.71| 3140.4|-1,142.7|-1,009.5| 1332 201.3 138 -26
1655|6445 14| 4472 69.41| 3,470.9|-1170.2|-1,0746| -955 4196 152 -6
3326 636.6 95| -4698| -243|(3567.2|-1,0340| -9792| -548| 4948| 160 4
6218] 621.0 -5| -4235| -1536| 3836.3| -8639| -811.0| -528 667.2 179 24
38.3| 6018 70| -3582| -298]|35137| -3949| -367.9| -27.1| 7586| 182 26
0740 6063 69| -3820| -140.9]| 3759.4| -3132| -322.7 95|  860.6 192 35
2885 6294 83| -4314| -930|3836.7| -2489| -2850| 36.1| 995.0 193 36
27831 6497 70| -4084 529 3850.6| -376.9| -393.6 16.7 9199 183 25
467.7| 6814 16.0| -3940 67.9( 41149| —411.8| 4566 4491 1,000.1 18.7 28
7248|7306 471 4458 634144818 -530.9| -616.2 853 11428 189 31
38937 7739 69| —454.1 57.01| 48152 | -651.8| -7449 932 1,190.2 19.1 32
37634 | 8190 6.1 -570.7| 120.61|6,275.6 |-2,378.5|-2,6385| 260.1 959.5 182 13
42465 8323 73| -8165| 37.8]|6,131.2|-1959.4|-2,527.0| 567.6| 1.208.0 175 13
48443 | 8947 1.0|-1,002.2 —41149454| 2072 -6724| 4652| 14316 18.1 16
50237| 9753 75| -9453| 3259|| 58095 |-1,074.2|-1,3420| 267.8| 14283 172 6
5,259.3| 1,049.3 =27|-1177.1| 296.31| 6,081.9 |-1,249.4|-1,481.1| 231.7| 15119 16.7 A
48143 | 868.3 6.0 (-1,107.4| -105.2|| 4726.5| -402| -581.4| 5413| 15316 184 21
48115| 8878 103]-1,0417| -49.7|/ 47664 | -487| -590.2| 541.5| 14264 18.1 17
4812.3| 8999| -243| -9141| -924|/5112.2| -2460| -667.8| 421.8| 13402 183 19
49392 9227 122| -9458| 2457151766 —4940| -850.1| 356.1| 14283 176 9
48838 | 9396 120] -9295| 2359|/5661.1| -991.1(-1,311.9| 3208 1,325.7 172 6
4961.1| 9672 49| -931.6| 301.0(|5772.0|-1,071.5|-1,349.4| 278.0| 13855 172 b
50888 | 9814 49] -9217| 4592 5830.2|-1,136.0{-1,346.0 | 210.0| 1,477.4| 169 4
. 5161.2| 1,012 82| -9986| 307.3||59745|-1,098.2|-1,3606| 262.4| 15245 173 8
2024: 1. 3 5,155.01 1,017.2 86(-10742| 239.71|6,037.7|-1170.7|-1,4152| 2445| 14775 171 b
1730 6,325.8 | 5,290.2 | 1,035.6 8.7|-1,1615| 2859 6,1048|-1217.7|-1,4174| 199.7| 1563.7 16.9 4
5,076.9| 6,395.3 | 5,330.2 | 1,065.0 9.7|-1,328.1| 39441 6,009.6|-1,327.1|-15596| 2325| 1561.2 16.1 -5
51585 6,341.1| 5261.8| 1,0793| -37.9|-1,1447| 2652 6,1753|-1,281.9|-1532.1| 250.2| 14453 16.5 0
2025: 1. 51442 | 6,646.9| 5596.2| 1,0906| -27.1|-14755| 1465(6,2725(-1274.7|-15125] 2379| 17037 16.7 2
5,296.5| 6,463.6 | 5,358.6| 1,105.0 8.2|-11753| 24091 6,29.2|-1,2405|-1,479.8| 239.3| 14688 16.7 2
5,565.9 | 6,535.0| 5419.0| 1,115.9 48| -9839| 3086| 64208|-1,1735(-1,365.9| 1924| 14229| 170 4
v | 888251 55170 11255 | oo | s | v | s | s | s | v | 14292 .
2 National income and product accounts (NIPA).
3 Consists of capital transfers and the acquisition and disposal of nonproduced nonfinancial assets.
Prior to 1982, equals the balance on current account, NIPA.
Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-20. Median money income (in 2024 dollars) and poverty status of families and
people, by race, 2016-2024

Families !

Median money income (in 2024 dollars)

People below
2 of people 15 years old and over
Below poverty level 2 poverty level with income
" Median | Fema\lz
 Race, money ouseholder,
Hispanic origin, Number | income Total no husband Males Females
and year (mil- (in present Number
lions) 2d[12|4 Il_mil—’ Percent
0l- ions Year- Year-
ars)? N‘urm%)er Percent N(ur;rhber Percent Al meuand Al rophand
o | o
TOTAL (all races)
2016 829 $92,830 8.1 9.8 4.1 26.6 406 12.7| $49,620| $68,270 | $31,780| $55,150
11 95280 18 93 40 257 397 12.3| 50680| 70,050 31980| 55680
95,520 78 93 40 262 396 12.3| 50,680| 69,640| 32490| 57,500
96,730 15 9.0 37 249 382 11.8] 51,180 70370 33300| 57,220
104,200 6.6 18 33 222 340 105| 53,700| 73,780| 35640 60,750
101,200 7.3 8.7 36 235 376 11.5] 51,210 77,890 35280| 63,100
101,700 74 8.8 36 230 379 16| 52720 73190| 35520 60,830
98,870 14 8.8 35 230 379 11.5] 51,650 70,550 | 34950 | 59,230
103,400 7.0 8.3 33 218 36.8 11.1| 52680| 72620| 36330| 59,260
105,800 6.9 8.1 34 218 359 10.6| 52480| 75440 36910| 61,020
104,800 34 6.3 16 211 173 88| 55410 78,130 33830| 60,400
107,700 32 6.0 14 19.8 17.0 87| 57510 78320| 34,020| 61,430
109,100 32 59 1.4 202 16.6 85| 57,960 78,190 34.890| 63430
110,000 32 58 14 19.7 15.7 8.1| 58810 80,290| 36240| 62,350
117,700 27 50 11 171 142 73| 61,280 85200| 37980 65120
115,900 31 58 13 18.8 16.0 82| 60200 86,700 37,770| 68,690
115,900 30 56 12 17.3 158 8.1| 59,060| 83420| 37,480| 66,370
110,300 32 6.1 13 18.9 16.7 86| 56200/ 80630| 37500| 64,550
116,100 28 53 1.1 16.7 14.9 771 59510 83050| 38410| 64,750
120,300 28 53 11 15.7 146 76| 61,040 85240| 39810 65440
63,030 19 19.0 13 316 9.2 220| 37,840| 53600| 29,150| 47,670
63,480 18 18.2 13 308 9.0 21.2| 37,780| 54,830| 29660| 47,110
63,650 1.9 189 14 319 9.2 21.7| 36860 53220| 30020| 48380
65,310 1.7 17.7 12 294 89 208| 38280| 56,070| 31,320 49460
70,920 1.6 16.3 1.1 213 8.1 188| 37,890| 56,650 32750| 50,890
69,050 1.7 16.8 12 282 86 196| 37510 61,720 32,060 | 55230
68,360 18 17.4 13 293 86 195] 38920 58710 32700| 55320
71,170 15 143 1.0 245 16 171 39,770| 55860| 34,510 53,850
73,240 1.6 15.4 1.1 259 8.0 17.9] 41,260\ 57,990 33290| 52,640
71,870 17 16.1 12 213 84 184| 41,000| 56,850| 34370 53,940
119,400 3 72 1 194 19 10.1| 59480| 85840 34,180| 65600
116,400 4 18 A 15.5 20 100| 61,280| 88850| 35460 | 65530
118,800 4 74 1 16.3 19 97| 61,710| 88600| 34630| 67,310
124,500 4 16 A 19.6 20 10.1| 63690| 88260| 38360 71,400
136,000 3 57 1 14.4 15 7.3 65050| 94,960 38900| 73050
131,500 3 6.4 A 154 16 81| 62160 106,600 | 38680| 86,260
135,900 4 71 1 14.7 19 93| 65080 98970 | 39,350 | 79,030
134,600 3 6.3 A 15.0 19 86| 65150 96,800 43320| 76,150
135,200 4 6.4 1 13.7 20 91| 66030| 99220| 41,900| 76210
150,100 3 48 A 16.2 18 75| 67,2401 101,200 | 43620 80,180
65,250 23 17.3 11 327 1.1 194] 38960| 48750 25410| 40900
67,270 22 16.3 11 327 108 18.3| 38510| 50,060| 25480| 40,700
67,240 22 16.4 1.1 34 108 18.3| 38260| 48360 25730| 41,220
67,760 2.1 155 1.0 308 105 176| 38640| 49,640| 26,670 43,250
73,840 18 139 9 268 95 15.7] 39130| 50890 28380 | 44,730
72,040 20 148 1.0 286 105 17.0| 38470| 54990| 27480| 48350
71,630 21 15.0 1.0 282 10.7 1701 41720\ 53240 29,080| 46,590
72,360 22 15.2 1.0 296 108 16.9| 39,720 51,620 28570 44,570
72,990 21 144 1.0 274 109 16.6| 40290| 51,840 29,090 | 46,750
77420 20 13.0 1.0 269 103 150 41210 52270 30,860| 47,220

1 The term “family” refers to a group of two or more persons related by birth, marriage, or adoption and residing together. Every family must include a

reference person.

Poverty thresholds are updated each year to reflect changes in the consumer price index for all urban consumers (CPI-U).
3 Adjusted by the chained consumer price index for all urban consumers (C-CPI-U).
Data for American Indians and Alaska natives, native Hawaiians and other Pacific Islanders, and those reporting two or more races are included in the total

but not shown separately.

Reflects implementation of an updated data processing system. _

8 Reflects implementation of Census 2020-based population controls comparable to succeeding years. )

The CPS allows respondents to choose more than one race. Data shown are for “white alone, non-Hispanic,” “black alone,” and “Asian alone” race
categories. (“Black” is also “black or African American.”) Family race and Hispanic origin are based on the reference person.

Note: For details see Income and Poverty in the United States in publication Series P-60 on the CPS ASEC.

Source: Department of Commerce (Bureau of the Census).
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TABLE B-21. Real farm income, 1960-2026
[Billions of chained (2026) dollars]

Income of farm operators from farming '
Gross farm income
Year Value of agricultural sector production Direct Production f’;\a‘ﬁ;
. Federal expenses .
foe Total Crops 23 ar/?dmanrwliar‘nS | | Fermrelated | Government e
P products% income payments
3264 3205 132.6 168.1 19.8 59 231.6 9.8
3394 326.9 1324 174.0 205 12.5 239.3 100.1
350.1 335.7 137.8 1771 208 144 2504 998
354.6 3407 146.6 1725 216 139 258.3 %.2
3407 3231 1359 164.8 224 176 256.2 845
368.1 348.6 150.4 175.5 27 195 266.1 102.0
388.2 363.0 140.9 198.9 232 252 2808 107.4
3777 354.6 143.7 186.8 242 230 285.4 922
3718 3469 1357 187.2 241 248 2834 88.4
385.5 359.6 1345 2004 246 259 287.8 97.7
3819 357.8 1332 1998 247 241 288.6 93.3
3838 364.4 1448 194.4 252 194 291.1 928
1214 397.9 1537 218.6 256 235 306.1 115.2
555.4 540.8 m7 2715 215 14.6 3625 1929
506.2 503.5 253.3 2206 296 27 365.7 1405
4741 4703 231.7 202.7 300 38 3538 1203
4599 456.6 216.1 208.4 321 33 369.8 902
4576 4500 215.2 199.1 356 1.7 374.0 83.7
504.9 493.0 2225 2314 39.1 119 405.9 99.1
547.1 542.1 2420 2584 n7 5.0 4476 995
496.9 4926 214.2 234.1 43 43 4431 537
505.8 500.0 240.0 2141 458 59 4241 81.7
4702 4602 205.7 201.9 525 10.0 401.9 68.3
424.1 3985 156.8 193.1 87 256 384.8 393
4469 4245 206.8 1916 26.0 224 377.8 69.1
154 3955 190.0 1779 217 19.9 3419 735
394.6 364.8 160.0 1788 259 299 316.0 787
4155 3741 159.1 186.9 282 413 3217 938
4239 389.4 165.0 187.4 370 345 3295 9.4
439.3 444 186.9 191.4 36.1 250 3327 106.6
4371 4165 1839 199.0 37 205 3349 1022
4106 393.0 1736 186.5 329 17.6 3246 86.0
4192 400.0 186.2 182.1 37 19.2 3143 1049
418.6 391.2 168.8 1878 347 274 3232 954
4320 4163 2009 1794 36.0 15.8 3269 105.1
4128 398.6 187.8 1718 389 143 3349 779
4534 4393 2225 177.0 399 14.1 3401 1133
4499 4357 2126 182.1 10 142 3529 97.0
434.8 4117 1909 176.0 447 231 346.7 88.1
4331 3935 171.0 1755 469 397 3452 879
4356 3938 171.2 178.6 440 19 3442 914
4403 400.8 167.4 187.4 459 395 3436 %.7
4002 3787 170.0 162.2 46.5 218 3323 68.0
4403 422 184.8 178.7 87 281 3365 103.8
488.8 4673 2074 206.0 539 215 3439 144.9
479.8 4406 183.8 2033 534 392 353.2 126.6
4523 4277 185.0 186.0 56.7 246 362.8 89.5
515.4 497.3 2293 2101 57.9 18.1 409.1 106.3
543.0 524.7 2588 207.6 58.3 18.2 4268 116.2
498.1 480.1 2436 1770 53.4 18.0 406.1 920
521.4 503.2 245.8 205.1 52.3 18.1 408.6 1127
602.4 587.4 285.6 2346 67.3 14.9 439.7 162.7
632.6 617.6 2994 2319 80.4 15.0 497.0 135.6
669.3 654.1 3232 2504 80.5 15.2 498.3 171.0
656.8 643.5 2804 291.3 71.8 133 531.4 125.4
593.9 579.3 248.3 261.6 69.4 14.6 4838 110.0
550.1 532.8 252.6 2208 59.4 17.3 467.0 832
557.5 542.4 246.3 231.8 64.3 15.1 458.3 992
545.2 527.6 2396 226.8 61.3 175 4396 105.6
541.7 5134 226.3 2208 66.3 283 4384 103.4
567.1 510.5 240.1 2054 65.0 56.7 4442 1229
616.4 585.5 291.7 2315 62.3 309 4424 174.0
685.9 668.6 301.8 285.1 81.6 17.3 4838 202.0
652.4 639.2 2925 266.0 807 13.1 494.9 1575
609.5 539.0 244.4 280.2 744 10.5 4763 133.3
639.6 608.5 2431 297.4 67.9 311 482.1 157.5
2026°... 631.1 586.7 234.4 276.2 76.2 443 4771 153.4

T The GDP chain-type price index is used to convert the current-dollar statistics to 2026=100 equivalents.

Crop receipts include proceeds received from commodities placed under Commodity Credit Corporation loans.

3 The value of production equates to the sum of cash receipts, home consumption, and the value of the change in inventories.

~ “Includes income from forest products sold, the gross imputed rental value of farm dwellings, machine hire and custom work, and other sources of farm
income such as commodity insurance indemnities.

Note: Data for 2025 and 2026 are forecasts.
Source: Department of Agriculture (Economic Research Service).

National Income or Expenditure
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TABLE B-22. Civilian labor force, 1929-2025

Labor Market Indicators

[Monthly data seasonally adjusted, except as noted]

Civilian labor force

Civilian ot Civilian Civill'\an Unemploy-
noninstitu- ot in employ- ment
Year or month tional Employment Unemol labor \agﬂrmflorge ment/ rate,
popul- Total Non ”ﬁ]"e‘gtoy’ force gon ra?e population | civilian
tion Total | Agricultural agricultural ratio workers
Thousands of persons 14 years of age and over Percent
49,180 47,630 10,450 37,180 1,550 32
49,820 45,480 10,340 35,140 4,340 8.7
50,420 42,400 10,290 32,110 8,020 159
51,000 38,940 10,170 28,770 12,060 236
51,590 38,760 10,090 28,670 12,830 249
52,230 40,890 9,900 30,990 11,340 217
52,870 42,260 10,110 32,150 10,610 201
53,440 44410 10,000 34,410 9,030 16.9
54,000 46,300 9,820 36,480 1,100 143
54,610 44,220 9,690 34,530 10,390 19.0
55,230 45,750 9,610 36,140 9,480 172
55,640 47,520 9,540 37,980 8,120 44,200 55.7 476 146
55910 50,350 9,100 41,250 5,560 43,990 56.0 504 99
56,410 53,750 9,250 44,500 2,660 42,230 57.2 545 47
55,540 54,470 9,080 45,390 1,070 39,100 58.7 57.6 19
54,630 53,960 8,950 45,010 670 38,590 58.6 57.9 12
53,860 52,820 8,580 44,240 1,040 40,230 57.2 56.1 19
57,520 55,250 8,320 46,930 2,210 45,550 55.8 53.6 3.9
60,168 57,812 8,256 49,557 2,356 45,850 56.8 54.5 39
Thousands of persons 16 years of age and over
59,350 57,038 7,890 49,148 2311 42,477 58.3 56.0 39
60,621 58,343 7,629 50,714 2,276 42,447 58.8 56.6 38
61,286 57,651 7,658 49,993 3,637 42,708 58.9 554 59
62,208 58,918 7,160 51,758 3,288 42,787 59.2 56.1 53
62,017 59,961 6,726 53,235 2,055 42,604 59.2 57.3 33
62,138 60,250 6,500 53,749 1,883 43,093 59.0 57.3 30
63,015 61,179 6,260 54,919 1,834 44,00 58.9 57.1 29
63,643 60,109 6,205 53,904 3,532 44,678 58.8 555 55
65,023 62,170 6,450 55,722 2,852 44,660 59.3 56.7 44
66,552 63,799 6,283 57,614 2,750 44,402 60.0 575 41
66,929 64,071 5947 58,123 2,859 45,336 59.6 57.1 43
67,639 63,036 5,586 57,450 4,602 46,088 59.5 554 6.8
68,369 64,630 5,565 59,065 3,740 46,960 59.3 56.0 5.5
69,628 65,778 5,458 60,318 3,852 47,617 59.4 56.1 5.5
70,459 65,746 5,200 60,546 4,714 48,312 59.3 554 6.7
70,614 66,702 4,944 61,759 391 49,539 58.8 55.5 5.5
71,833 67,762 4,687 63,076 4,070 50,683 58.7 554 57
73,091 69,305 4523 64,782 3,786 51,394 58.7 55.7 5.2
74,455 71,088 4,361 66,726 3,366 52,058 58.9 56.2 45
75,770 72,895 3979 68,915 2875 52,288 59.2 56.9 38
71,347 74,372 3844 70,527 2,975 52,527 59.6 57.3 38
78,131 75,920 3817 72,103 2817 53,291 59.6 57.5 3.6
80,734 77,902 3,606 74,29 2,832 53,602 60.1 58.0 35
82,771 78,678 3463 75215 4,093 54,315 60.4 57.4 49
84,382 719,367 3,394 75,972 5,016 55,834 60.2 56.6 5.9
87,034 82,153 3,484 78,669 4,882 57,091 60.4 57.0 56
89,429 85,064 3470 81,594 4,365 57,667 60.8 57.8 49
91,949 86,794 3515 83,279 5,156 58,171 613 57.8 56
93,775 85,846 3,408 82,438 1929 59,377 61.2 56.1 8.5
96,158 88,752 3,331 85421 7,406 59,991 61.6 56.8 17
99,009 92,017 3,283 88,734 6,991 60,025 62.3 57.9 11
102,251 96,048 3,387 92,661 6,202 59,659 632 59.3 6.1
104,962 98,824 3347 95,477 6,137 59,900 63.7 59.9 5.8
106,940 99,303 3,364 95,938 1,637 60,806 63.8 59.2 7.1
108,670 100,397 3,368 97,030 8,273 61,460 639 59.0 76
110,204 99,526 3,401 96,125 10,678 62,067 64.0 57.8 9.7
111,550 100,834 3,383 97,450 10,717 62,665 64.0 57.9 96
113,544 105,005 332 101,685 8,539 62,839 64.4 595 75
115,461 107,150 3179 103971 8312 62,744 64.8 60.1 12
117,834 109,597 3,163 106,434 8,237 62,752 65.3 60.7 7.0
119,865 112440 3,208 109,232 1425 62,888 65.6 615 6.2
121,669 114,968 3,169 11,800 6,701 62,944 65.9 62.3 55
123,869 117,342 3,199 114,142 6,528 62,523 66.5 63.0 5.3

! Not seasonally adjusted.
Clvman labor force as percent of civilian noninstitutional population.
Clvman employment as percent of civilian noninstitutional population.
4 Unemployed as percent of civilian labor force.

See next page for continuation of table.
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TaBLE B-22. Civilian labor force, 1929-2025—Continued

[Monthly data seasonally adjusted, except as noted]

- Civilian labor force -
Civilian ot Civilian Clvnllan Unemploy-
noninstitu- ot in employ- ment
Year or month tional Employment U | labor Ial;(r]tricf‘org? mgnty rate,
populz- Total \on neMploy- | force st population civli<h'an4
tion Total | Agricultural agricultural ratio workers
Thousands of persons 16 years of age and over Percent

189,164 125,840 118,793 3223 115,570 7,047 63,324 66.5 628 5.6
190,925 126,346 117,718 3,269 114,449 8,628 64,578 66.2 61.7 6.8
192,805 128,105 118,492 3,247 115,245 9,613 64,700 66.4 615 15
194,838 129,200 120,259 3115 117,144 8,940 65,638 66.3 61.7 6.9
196,814 131,056 123,060 3,409 119,651 7,996 65,758 66.6 625 6.1
198,584 132,304 124,900 3,440 121,460 7,404 66,280 66.6 629 56
200,591 133,943 126,708 3,443 123,264 1,236 66,647 66.8 63.2 54
203,133 136,297 129,558 3,399 126,159 6,739 66,837 67.1 63.8 49
205,220 137,673 131,463 3378 128,085 6,210 67,547 67.1 64.1 45
207,753 139,368 133,488 3,281 130,207 5,880 68,385 67.1 64.3 42
212,571 142,583 136,891 2,464 134,427 5,692 69,994 67.1 64.4 40
215,092 143,734 136,933 2,299 134,635 6,801 71,359 66.8 63.7 47
217,570 144,863 136,485 2,31 134,174 8,378 72,107 66.6 62.7 58
221,168 146,510 137,736 2,275 135,461 8,774 74,658 66.2 62.3 6.0
223,351 147,401 139,252 2,232 137,020 8,149 75,956 66.0 623 55
226,082 149,320 141,730 2197 139,532 7,591 76,762 66.0 62.7 5.1
228815 151,428 144,427 2,206 142,221 7,001 77,387 66.2 63.1 46
231,867 153,124 146,047 2,09 143,952 1,078 78,743 66.0 63.0 4.6
233,788 154,287 145,362 2,168 143,194 8,924 79,501 66.0 622 58
235,801 154,142 139,877 2,103 137,775 14,265 81,659 65.4 59.3 93
237,830 153,889 139,064 2,206 136,858 14,825 83,941 64.7 58.5 96
239,618 153,617 139,869 2,254 137,615 13,747 86,001 64.1 58.4 89
243,284 154,975 142,469 2,186 140,283 12,506 88,310 63.7 58.6 8.1
245,679 155,389 143,929 2,130 141,799 11,460 90,290 63.2 58.6 14
247,947 155,922 146,305 2,231 144,068 9,617 92,025 62.9 59.0 6.2
250,801 157,130 148,834 2,422 146,411 8,296 93,671 62.7 59.3 53
253,538 159,187 151,436 2,460 148,976 7,751 94,351 62.8 59.7 49
255,079 160,320 153,337 2,454 150,883 6,982 94,759 62.9 60.1 44
257,191 162,075 155,761 2,425 153,336 6,314 95,716 629 60.4 39
259,175 163,539 157,538 2,425 155,113 6,001 95,636 63.1 60.8 37
260,329 160,742 147,795 2,349 145,446 12,947 99,587 61.7 56.8 8.1
261,445 161,204 152,581 2,291 150,290 8,623 100,241 61.7 58.4 53
263,973 164,287 158,291 2,290 156,001 5,996 99,686 622 60.0 36
266,942 167,116 161,037 2,264 158,772 6,080 99,826 62.6 60.3 36
268,571 168,106 161,346 2,254 159,091 6,761 100,465 626 60.1 40
273,653 170,807 163,493 2,225 161,268 7314 102,846 624 59.7 43
267,540 167,308 161,133 2,176 158,730 6,175 100,232 62.5 60.2 37
267,711 167,569 161,083 2,206 158,751 6,486 100,142 626 602 39
267,884 167,983 161,462 2,198 159,039 6,521 99,902 62.7 60.3 39
268,066 167,923 161,438 2,251 159,020 6,486 100,142 626 602 39
268,248 167,807 161,180 2,260 158,957 6,627 | 100,441 62.6 60.1 39
268,438 168,034 161,152 2,387 158,990 6,881 100,405 626 60.0 41
268,644 168,395 161,297 2,273 159,198 7,098| 100,250 62.7 60.0 42
268,856 168,492 161,429 2,319 159,175 7,063 100,364 62.7 60.0 42
269,080 168,662 161,813 2,269 159,518 6,849 100,418 62.7 60.1 41
269,289 168,395 161,444 2,249 159,305 6,951 100,894 62.5 60.0 4.1
269,463 168,248 161,159 2212 159,006 7,089 101,215 62.4 59.8 4.2
269,638 168,506 161,586 2,246 159,387 6,920 101,132 62.5 59.9 4.1
2025 272,685 170,696 163,831 2,307 161,279 6,865 101,989 62.6 60.1 40
272,847 170,441 163,338 2,249 160,966 7,104 102,405 62.5 59.9 42
273,023 170,641 163,509 2,353 160,964 7,132 102,382 62.5 59.9 42
213197 171,054 163,898 2,231 161,472 7,155 102,143 62.6 60.0 42
273,385 170,492 163,244 2,073 161,214 7,248 102,893 62.4 59.7 43
273,585 170,380 163,327 2,170 161,325 7,054 | 103,205 62.3 59.7 41
273,785 170,412 163,140 2,220 161,053 1212 103,373 62.2 59.6 43
274,001 170,750 163,370 2,242 161,219 7,380 103,251 62.3 59.6 43
274,226 171,261 163,656 2,206 161,423 7,605 102,964 62.5 59.7 44
. 274,633 171,541 163,760 2,200 161,635 7,781 103,092 62.5 59.6 45
Dec. 274,816 171,495 163,992 2332 161,716 7,503 103,321 62.4 59.7 44

5 Beginning in 2000, data for agricultural emplo&mem are for agricultural and related industries; data for this series and for nonagricultural employment are
not s‘mclly comparable with data for earlier years. Because of independent seasonal adjustment for these two series, monthly data will not add to total civilian
employment.

Note: Labor force data in Tables B-22 through B-28 are based on household interviews and usually relate to the calendar week that includes the 12th of
the month. Historical comparability is affected by revisions to population controls, changes in occupational and industry classification, and other changes to the
survey. Inrecent years, updated population controls have been introduced annually with the release of January data, so data are not strictly comparable with
earlier periods. Particularly notable changes were introduced for data in the years 1953, 1960, 1962, 1972, 1973, 1978, 1980, 1990, 1994, 1997, 1998, 2000,
2003, 2008 and 2012. For definitions of terms, area samples used, historical comparability of the data, comparability with other series, etc., see Employment
and Earnings or concepts and methodology of the CPS at http://www.bls.gov/cps/documentation.htm#concepts.

Data for October 2025 are unavailable due to the 2025 lapse in appropriations.

Source: Department of Labor (Bureau of Labor Statistics)
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TAaBLE B-23. Civilian employment by sex, age, and demographic characteristic, 1980-2025

[Thousands of persons 16 years of age and over, except as noted; monthly data seasonally adjusted]

By sex and age

By race or ethnicity '

White Black or African American | Asian | Hispanic or Latino ethnicity
Al Men | Women
Yearormonth | civilian | 20 20 Both Men | Women Men | Women Men | Women

workers | years | vyears | sexes 0 | 2N 0 | N 0 | 2

and and | 16-19 || Total | vyears | years | Total | years | years | Total | Total | years | years

over over and and and and and and

over | over over | over over | over
1980 99,303 | 53,101| 38492| 7,710 87,715| 47,419| 33275| 9313| 4498| 4,267 5527 3142 1,886
1981 100,397 | 53,582| 39590| 7,225|| 88,709| 47,846| 34275| 9355| 4520 4329 5813| 3325 2,029
1982 99526 | 52,891| 40,086| 6,549|| 87,903 | 47,209| 34,710| 9189| 4414| 4347 5805 3354 2,040
1983 100,834 | 53,487| 41,004| 6,342| 88,893| 47618| 35476| 9375| 4531| 4428 6,072| 3523 2127
1984 105005| 55769| 42.793| 6444 92.120| 49.461| 36823 | 10,119| 4.871| 4773 6,651 3825 2,357
1985 107,150 | 56,562 | 44,154| 6,434|| 93,736| 50,061| 37,907 | 10,501 | 4,992| 4,977 6,888 39% 2,456
1986 109,597 | 57,569| 45556| 6,472| 95660| 50,818| 39,050| 10,814| 5150| 5,128 1219 4174 2,615
1987 112,440 | 58,726| 47,074 6,640|| 97,789| 51,649| 40,242| 11,309| 5357| 5365 7,790 4444 2872
1988 114,968 | 59,781| 48383| 6,805|f 99,812| 52,466| 41,316| 11,658| 5509| 5,548 8250 4,680 3,047
1989 117,342 | 60,837| 49,745 6,759| 101,584 | 53,292 | 42,346| 11,953 | 5602| 5727 8573 4,853 3172
1990 118,793 | 61,678 50535| 6,581 102,261| 53685| 42,796| 12,175| 5692| 5884 9845 5,609 3,567
1991 117,718 | 61,178 50,634| 5906|| 101,182| 53,103| 42,862| 12,074| 5706 5874 9828| 5,623 3,603
1992 118,492 | 61496| 51,328 5669]|| 101,669| 53,357| 43327| 12,151| 5681| 5978 10,027 5757 3,693
120,259 , 52,099| 5805() 103,045| 54,021 43910 12382 5793| 6,095 10,361 | 5,992 3,800
53606| 6,161 105190| 54,676| 45116| 12,835 5964| 6,320 10,788 6,189 3,989
54,396 | 6,419]| 106,490 | 55254| 45643| 13,279| 6,137 6,556 1127 6,367 4,116
55,3111 6,500 107,808 | 55977| 46,164| 13542 6,167 6,762 11642 6655 4341
56,613 | 6,661)| 109,856 56,986 47,063| 13,969| 6,325| 7,013 12,726 | 7,307 4,705
57,278 7,051 110,931 57,500 47,342 14,556| 6,530| 7,290 13291 7,570 4,928
58555 7,17211 112,235 57,934| 48,098| 15056| 6,702| 7,663 13,720 7576 5,290
60,067 | 7,89 114,424| 59,119 | 49,145| 15156| 6,741| 7,703 15735| 8,859 5,903
60,417 6,740 || 114,430 | 59,245 | 49,369 | 15,006 | 6,627 | 7,741 16,190 | 9,100 6,121
, 60,420 6,332 114,013 | 59,124 | 49,448| 14872 6652| 7610 16,590 9,341 6,367
, 61,402 5919 114,235| 59,348 | 49,823 | 14,739| 6,586| 7,636 17,372 | 10,063 6,541
, 61,773 5907 115239 | 60,159 | 50,040| 14909| 6,681| 7,707 17,930 | 10,385 6,752
| 62,702 59781 116,949 | 61,255| 50,589 | 15313| 6,901| 70876 18,632 | 10,872 6913
¥ 63,834| 6,162 118,833 | 62,259 | 51,359| 15765| 7,079| 8,068 19613 11,391 7321
¥ 64,799 59111 119,792 | 62,806| 51,996| 16,051 7,245 8,240 20,382 | 11,827 7,662
X 65,039| 5573 119,126| 62,304| 52,124| 15953 7,151| 8,260 20,346 | 11,769 7,107
139,877 , 63699 4,837 114,996 | 59,626 51,231| 15025 6,628| 7,956 19,647 | 11,256 7,649
2010 139,064 | 71,230| 63456| 4,378 114,168| 59,438| 50,997 | 15010 6,680 7,944 3 19,906 | 11,438 1,188
201 139,869| 72,182| 63360| 4,327 114,690| 60,118 50,881| 15051| 6,765 7,906 | 20,269 | 11,685 7918
2012 142,469 | 73403| 64,640 4,426 114,769| 60,193 50,911 | 15856 7,104 8313 8 21878 12,212 8,858
2013 143,929| 74176| 65295| 4,458 115379| 60511| 51,198| 16,151 7.304| 8,408 , 225141 12,638 9,056
2014 146,305| 75471| 66,287| 4548 116,788| 61,289| 51,798| 16,732 7,613 8,663 , 234921 13,202 9,431
2015 148834| 76,776| 67,323| 4,734 117,944| 61959| 52,161| 17,472 7.938| 9,032 , 24,400 13,624 9,853
2016 151,436| 78,084| 68387| 4965( 119313| 62575 52,771| 17,982 8228 9,219 , 25249 14,055 10,217
2017 153337| 78919| 69,344| 5074 120,176| 63,009| 53,179| 18,587 8500 9514 9,448| 25938| 14,355| 10,543
2018 155,761] 80,211| 70,424| 5126| 121461| 63719| 53682| 19,091 8745 9751 9832( 27,012| 14873 11,045
2019 157,538| 80917| 71,470\ 5,150| 122,441| 64,070| 54304| 19381| 84883| 9910| 10,179| 27,805| 15204 11516
2020 147,795| 76,227| 66,873| 4,695|| 115,341| 60570| 51,048| 17,873| 8150| 9176| 9437| 25952| 14,333| 10,593
2021 152,581| 78216| 69,099| 5266| 118,291 61,737| 52,389| 18,726| 8597| 9,525| 10,016 27,429 15138 11,165
2022 158,291| 81,409| 71,283| 5600| 121,908| 63,743| 53,767| 19937| 9,294| 10,034 10615| 29299 15997 12,049
2023 161,037| 82,698| 72,692| 5647\ 123165| 64,316| 54,441\ 20,674| 9,617| 10,420| 11,09 30,343| 16,386 12,649
2024 161,346| 82514| 73170 5661| 123033| 63918| 54,678| 20,728| 9,664| 10,409| 11,271 31,227 | 16,887 | 13,029
2025 163, 193 83, 806 74,135| 55511( 123,766 | 64, 317 55,120 | 20, 823 9835| 10343 | 12,238| 32,743| 17617| 13815
2024 Jan 161,133| 82.311| 73125| 5697 || 122,679| 63720| 54594 | 20861| 9712| 10423| 11.229| 30698 | 16499 12,772
161,083 | 82311 73179| 5593| 122,698 | 63,716| 54,625| 20,902 | 9,697| 10,537| 11,110| 30,867 | 16,724 | 12,844
161,462 | 82,561| 73,065 5,835]| 123,197| 64,001| 54,633| 20,726| 9,659| 10,388| 11,113| 30977| 16,787 | 12,870
161,438 | 82322| 73302 5813 123145| 63811| 54,779| 20,791| 9,645| 10,439| 11,203| 31,163| 16,766| 12,993
161,180 | 82,085| 73,235| 5,8601| 122.977| 63,651| 54,756| 20,633| 9,496| 10,417| 11,391| 31,162| 16,762| 13,019
161,152 | 82,583| 72,810 5,759]| 123,063 | 63,980| 54,506| 20,595| 9,653| 10,306| 11,395| 31,348| 17,002| 12,939
161,297 | 82,607| 73,083| 5607 12299 | 63981| 54,572| 20,764| 9,702| 10,437| 11,389| 31,205| 16,925| 12,974
161,429| 82,409| 73605| 5414 123059| 633894 | 54,884| 20,650| 9556| 10479| 11,271| 31,469| 16,993| 13251
161,813 | 82,784| 73,423 5606]| 123451| 64,09 | 54,941| 20.806| 9811| 10,368| 11,206| 31,457| 16,990| 13,233
161,444 | 82,842| 73,151 5451]| 122944| 64,085| 54,611| 20821| 9,746| 10442| 11,379| 31,349| 17,064| 13,063
161,159| 82,627| 72,960| 5572 122,937| 63,984 | 54,592 | 20,544 | 9,655| 10,290| 11,310| 31,293| 16,956 | 13,133
161,586 | 82,707| 73,099| 5781} 123262| 64,091| 54644| 20639 9636| 10383| 11,250| 31,769 | 17,179| 13286
2025: 163,831| 83,776| 74,354| 5701 124,409| 64,741| 55157| 20,858| 9,731| 10516| 11,903 | 32351 | 17486| 13,568
163,338 | 83366| 74,199| 5773 123,657| 64,028| 55085| 20,982| 9,777| 10544 | 12,114| 32,299| 17,298| 13,630
163,509 | 83,594| 74,156| 5759 123,896| 64,181| 55265| 20,824| 9.871| 10297| 12210| 32573 | 17455| 13,746
163,898| 83835| 74,360| 5,704| 124,094 | 64,245| 55,393| 20,779| 9,912| 10,257 | 12,323| 32,635| 17,483| 13835
163,244| 83,705| 73,970| 5569 123,567 | 64,193| 55034| 20,833| 9,865| 10,328| 12,246| 32649| 17,600 13,721
163,327| 830862| 74,110 5355| 123844| 64,387| 55230| 20,653| 9,751| 10,251| 12,186| 32,687 17,678 13,687
163,140| 83,696 | 74,150| 5294 123,821| 64,398| 55243| 20,495| 9,630| 10,252| 12,043| 32,769| 17,658| 13,792
163,370 84,129| 730895 5346 123565| 64,468| 54,9201 20,749| 9,893| 10,265| 12,172| 32,777| 17,639 13814
163,656 | 83,945| 74,102| 5609 123,739| 64,369| 55082| 20,892 9,889| 10275| 12,197| 32928| 17,731 13,875
163,760| 84,043 74,302| 5415]| 123,517| 64,311 55,051 21,065/ 9969| 10440| 12,617 33,262 17,856 14,1 86
.1163992| 84199| 74306| 5486| 123,778 64,411| 55178| 21,024| 9,938| 10,403 12,565 | 33286 | 17,935 | 14,140

1 Beginning in 2003, persons who selected this race rou
persons who selected more than one race were included in t

g

only. Persons whose ethnicity is identified as Hispanic or Latino may be of any race. Prior to 2003,

e group they identified as the main race. Data for “black or African American” were for *

"black”

EI’IOI’ t0 2003. See Employment and Earnings or concepts and methodology of the Current Population Survey (CPS) at http://www.bls.gov/cps/documentation.
tm#concepts for details.
Note: Detail will not sum to total because data for all race groups are not shown here.
See footnote 5 and Note, Table B-22. Data for October 2025 are unavailable due to the 2025 lapse in appropriations.

Source: Department of Labor (Bureau of Labor Statistics)
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TABLE B-24. Unemployment by sex, age, and demographic characteristic, 1980-2025

[Thousands of persons 16 years of age and over, except as noted; monthly data seasonally adjusted]

By sexand age

By race or ethnicity !

White Black or African American | Asian | Hispanic or Latino ethnicity
Al Men | Women
Yearormonth | civilian | 20 20 Both Men | Women Men | Women Men | Women
workers | years | years | sexes 20 20 20 20 20 20
and and | 16-19 || Total | years | years | Total | years | years | Total | Total | years | years
over | over and and and and and and
over | over over | over over | over
3363| 2615 1669 5884 | 2629| 1964| 1553 636 574 284 190
3615| 2895| 1,763|| 6343 2825 2143 1,731 703 671 321 212
5089| 3613 1977|| 8241 3991 275| 2142 954 793 461 293
5257 3632 1829 8128| 4,098| 2643 2272| 1,002 878 491 302
3932| 3107| 1499| 6372 2992| 2264| 1914 815 747 393 258
3715| 3129| 1468| 6,191| 2834| 2283| 1,864 757 750 401 269
3751| 3032 1454 6,140( 2857| 2213| 1,840 765 128 438 278
3369 2709 1,347 5501| 2584 1922| 1,684 666 706 374 2y
2987| 2487| 1226|| 4944| 27268| 1766| 1547 617 642 351 234
20867 2467 1194\ 4770 2149| 1,758| 1544 619 625 342 276
3239 2596| 1212 5186| 2431| 1852 1565 664 633 425 289
4195 3074| 1359|| 6560| 3284\ 2248 1,723 745 698 575 339
4717 3469 1427\ 7169| 36200 2512 2011 886 800 675 418
4287| 3288| 12365|| 6655| 3263 2400| 1844 801 729 629 418
3627 3049 1320( 5892 2735 2197| 1,666 682 685 558 431
3239 2819| 1346|| 5459| 2465| 2,042| 1538 593 620 530 404
3146 2783 1306 5300 2363 1998 1592 639 643 495 438
20882 258| 1271| 4836| 2140 1,784| 1560 585 673 a7 401
2580 2424 1205( 44841 19201 1.688| 1426 524 622 436 376
2433 2285 1762|| 47273| 1813| 1616 1,309 480 561 374 376
2376 2235 1,081) 4121 1731 159 1241 499 512 388 371
3040 2599| 1762|| 4969| 2275| 1.849| 1416 573 582 495 436
3896| 3228| 1253|| 6137 2943 2269| 1,693 695 738 636 496
4209| 3314 1251 6311| 3125 2276| 1,787 760 172 693 555
3791 3150 1208|| 5847\ 278 2172\ 1,729 733 755 635 504
3392 3013 1,186 5350| 2450| 2,054| 1,700 699 734 536 464
3131 2751 1119 5002 2281| 1927| 1,549 640 656 497 414
3259 2718 1,101 5143 2408 1930 1445 622 588 576 446
42971 3342| 1,285|| 6509| 3179| 2384| 1,788 811 732 860 567
7565| 5157| 1552|| 10648 5746| 3745 2606 17286| 1,032 1,474 n
7,763 5534 1528 10916 5828 3960 2852 12396| 1,165 1,519 1,001
6,898 5450 1400(| 9889| 5046| 3818 2831 1,360| 1204 1,345 984
5984 5125| 1,397|| 8915| 4347| 3564| 2544| 1,152| 1,119 1,195 995
5568| 4565| 1327( 8033 3994 3102| 2429 1,082| 1,069 1,090 855
4585 3926 1,106 6540 3141 2623] 2141 973 943 864 764
3959 3371 96| 5662 2751 2249| 1846 835 811 820 686
3675| 3151 925]| 5345| 2594| 2100| 1,655 737 124 720 627
3287| 2868 827| 4765 27288 1923 1,501 663 657 632 585
2976| 2578 759)| 4354\ 2,094| 1,743 1,322 582 573 591 547
2819 2435 746( 4159 1967| 1664 1,251 571 527 553 497
6,118 5804| 1025| 9090| 4334 4013 2304 1,089 1,062 1451 1,291
4302| 3625 696)| 5854 2957\ 2411 1,756 845 791 986 812
2,867| 2,453 675|| 4049 1995 1585 1300 572 536 626 513
2985 2382 73] 4162 2091 1580 1212 542 538 730 557
3206 2,731 823|| 4599 2212| 1809 12318 603 583 758 662
3463| 2947 905|| 4840| 2348| 1.868| 1545 684 698 832 692
3,089| 2400 686 || 4339 2225 1606| 1,167 543 525 843 586
3023| 2,656 808|| 4378| 2045 1.803| 1252 638 493 720 681
2956| 2728 837 43441 1976| 1806| 1436 635 630 659 617
3,061 2,649 776|| 4450 2165 1,769| 1,244 541 547 740 623
3216 2,587 824 44421 21971 1690] 1,360 663 576 822 550
3258| 2825 798| 4490| 2156| 1,780| 1,386 621 632 763 619
3403 2898 798| 4854 2305 1954| 1,381 681 605 790 744
3337 2825 901|| 4881 2349 1915 1,339 594 609 824 697
3240 2672 938 4677| 22701 1735 1,249 535 571 718 655
33201 2,759| 872|| 4847| 2350| 1,843 1,261 585 546 709 709
3339 24915 835 4848 2326 1907| 12384 608 649 780 723
3247| 2,859 814|| 4626| 2174| 1.900| 1341 583 595 736 744
3289 2812 763|| 4577\ 2102 1859| 1,378 3 599 m 641
33271 2915 862|| 4,843 2337\ 1944| 1348 577 611 839 728
3371 2,841 9201 4798| 27263| 1885 1382 642 566 828 667
3446 2,859 850|| 4.926| 2465| 1878 1419 593 671 910 665
3395 2989 864| 4923 2388 1.871| 1351 546 694 821 730
3394 2,753 906|| 4630 2259| 1,763| 1528 122 647 770 638
3464| 2857 950(| 4775 2331 1759] 1,601 723 706 789 654
35957 2,959 864(| 4808/ 2438 10805/ 1,697 751 750 882 m
3546| 3,201 858(| 4821 2356 1921 1,706 705 831 855 810
1,056(| 4960 2371 1943| 1,884 807 798 844 659
1020 4838 2289 1831 1,704 731 820 809 672
Note: See footnote 5 and Note, Table B-22. Data for October 2025 are unavailable due to the 2025 lapse in appropriations.
Source: Department of Labor (Bureau of Labor Statistics)
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TABLE B-25. Civilian labor force participation rate, 1980-2025

[Percent '; monthly data seasonally adjusted]

Men Women By race or ethnicity 2
Al Both
Yearormonth | civilian | 20 % 20 S | sees Black or Hispanic
years | 20-24 | 25-54 | vyears | years | 20-24 | 25-54 | years | 16-19 - | African : par
workers and | vyears | years | and and | years | years | and | years White Ameri- Asian g%ﬁg&g
over over | over over can

638 794| 89| 942| 456| 51.3| 689 640| 228| 567 64.1 61.0]. 64.0
639| 790 855 941 445|521 696| 653| 227| 554 643| 608]. 64.1
640 787| 849| 940| 438| 527| 698| 663| 227| 541 643 61.0]. 63.6
640| 785| 848| 938| 430| 531 699 671 224| 835 643| 615]. 63.8
644 783 8.0 939| 418| 537| 704| 682 222| 539 646| 622]. 64.9
648| 781 850/ 939 410 5471 718 696 220| 545 650 629]. 64.6
653| 781 88| 938| 404| 855 724 708| 221 54.7 655] 633]. 65.4
656 780 82| 937 404| 562 730 719| 220 547 658 638 . 66.4
659 779 80 9B6| 399 568 727 727| 223| 553 66.2 8. 67.4
665 781 85.3 937| 396 577| 724| 736| 230] 559 66.7 67.6
665 782| 844| 934 394| 580 713| 740| 229, 537 66.9 67.4
662 777 835 931 B/5| 579 701 741 226| 516 66.6 66.5
66.4| 777 833| 930\ 384| 585/ 709 746 228 513 66.8 66.8
663 773 832 96| 377 585 709 746| 228| 515 66.8 66.2
666 768| 831 917 378 593 70| 53| 240| 527 67.1 66.1
666| 76.7| 831 96| 379 594 703 756| 239| 535 67.1 65.8
668 768| 825 918 383] 599| 713] 761 239 523 67.2 66.5
67.1 7701 85| 918| 389 605 727| 767 246| 516 675 679
67.1 768 80| 918 391 604 7301 765 250 528 67.3 67.9
67.1 76.7| 819 917\ 396 607 732 768 256| 520 67.3 67.7
67.1 76.7| 826| 916 401 606 731 76.7)  26. 52.0 67.3 69.7
668 765| 816 913| 409 606 727| 764 270| 496 67.0 69.5
666 763 807 91.0| 420 605 721 759 285| 474 66.8 69.1
662| 759| 800 906| 426| 606| 708| /56| 300| 445 66.5 68.3
660 758| 796| 905| 432| 603| 705| 753| 305| 439 66.3 68.6
660| 758 791 905| 442\ 604| 701 753|314 437 66.3 68.0
66.2| 759| 796| 906| 449| 605| 695| 755| 323| 437 66.5 68.7
66.0| 759 787| 909| 452| 606| 701 754 332 M3 66.4 68.8
660 757 787 05| 460 609 700 758| 339| 402 66.3 68.5
654| 748| 762 89.7| 463 608| 696 756 347, 375 65.8 68.0
64.7 741 745 893| 464| 603 683 752 351 349 65.1 67.5
64.1 734 747 887| 463| 598| 678| 747 35.1 341 64.5 66.5
637 730 745 887 468| 593| 674| 745 31| 343 64.0 66.4
632| 725/ 739| 84| 465 588| 675 739| 351| 345 63.5 66.0
629 719 739| 882 459| 585 67| 739 349 340 63.1 66.1
627\ 717\ 730 883| 459| 582| 683 737 347 343 62.8 65.9
628 717\ 730 885 462 583| 680 743] 347| 352 62.9 65.8
629| 716| 741 886| 46.1 585 685| 750| 347| 352 62.8 66.1
629| 716| 732| 890 462 585 690 753 347| 3h1 62.8 66.3
63.1 76| 7401 891 46.3 589| 704| 760| 350| 353 63.0 66.8
61.7 701 710| 879| 451 576 675| 751 340 345 61.8 65.6
61.7 698 730| 80| 442| 573| 686 753 333 362 615 655
622| 703| 732| 886| 447 58.1 68.7 764 336| 368 62.0 66.3
626 704| 725] 891 4421 586| 701 774 336| 369 62.3 66.9
626 703|731 893| 439| 588| 699| 779| 338| 369 62.2 67.2
624 702\ 732| 894| 435 587 695 778 333 362 62.0 67.1
625 703| 736| 892 441 588| 711 774 335|365 62.1 ) 66.8
626 702| 722| 893| 440| 590| 709| 777 38| 35 62.1 . 67.1
627 703 726| 891 442 889 Mol 717 37| 380 62.3 . 66.8
626 701 737| 80| 437 590| 705| 780| 337| 375 62.3 . 67.3
626| 700 724| 892| 435 589| 692 781 336 380 622 ) 67.2
626 704 732| 896| 437 587| 690 779 335 373 62.2 . 67.5
627 705| 729| 900 437 589| 700| 781 35| 364 623 . . 67.3
627 702\ 724| 894| 438| 592| 694| 784 339| 359 62.3 . . 67.8
627| 704 728| 895| 440| 589| 688 781 370 311 62.4 . . 67.4
625 704 737 89.3| 444 587 701 7718] 335 359 62.2 . . 67.0
624 702| 734| 893| 440 586| 697 77| 335 363 62.2 . . 66.9
625 702 743| 890| 439| 586| 695 779| 334 374 62.2 . . 67.7
626 703 739| 893 438 589 706 777 37| 32 623| 624| 647 66.8
625 699 728 891 4331 589 697 779 335 311 620 626| 655 66.9
625 701 732| 892| 436| 587 707| 716| 334 374 62.1 622| 658 67.2
626 703 738| 895 436 589 701 7771 337 367 622| 621 66.0 67.2
624 701 7301 892| 435 586 695 778 334 360 620 621 65.9 67.1
623| 702\ 737| 894 432 585 683 777| 334| 3K 619 6201 655 66.8
622 700| 722 89.2| 436| 586 697 777| 32| 350 620 617\ 649 67.0
623| 704 723| 898| 438| 584 682 778 331| 348 618 626| 650 67.0
625 702 733| 895| 434| 587 690/ 780| 333| 363 619| 630 65.3 67.3
625 702\ 737\ 896| 434| 587 698 782 331 363 618 638 66.0 67.4
624 701 732| 895| 434| 586| 695 781 30| 366 618] 631 65.9 67.2

1 Civilian labor force as percent of civilian noninstitutional population in group specified.

See footnote 1, Table B-23.

Note: Data relate to persons 16
See footnote 5 and Note, Table

é/ears of age and over, except as noted.

—22. Data for October 2025 are unavailable due to the 2025 lapse in appropriations.

Source: Department of Labor (Bureau of Labor Statistics)

404 | Appendix B



TABLE B-26. Civilian employment/population ratio, 1980-2025

[Percent '; monthly data seasonally adjusted]

Men Women By race or ethnicity 2
Al Both
Yearormonth | civilian | 20 % 20 5 | sees Black or Hispanic
years | 20-24 | 25-54 | vyears | years | 20-24 | 25-54 | years | 16-19 - | African : par
workers and | vyears | years | and and | years | years | and | years White Ameri- Asian g%ﬁgﬁo
over over | over over can ¥
592| 746| 751 894 441 481 618 601 221| 466 600 523]. 57.6
590 740 742| 890| 429| 486| 61.8| 61.2| 219| 446 600 513]. 574
578| 718 710| 865| 416| 484| 606| 612 216] 415 588| 494 . 54.9
579 714 73| 861 406 488| 609| 620 214 415 589 4951, 55.1
595| 732 749| 884| 398| 501 627| 639 213 437 605| 523]. 57.9
60.1 733| 753| 887 393 510 641 653 211|444 610 534]. 57.8
60.7| 733| 763| 885| 388| 520 649| 666 213| 446 615| 541]. 585
615 738| 768| 890| 390| 531 66.1 682| 213| 455 623| 556 60.5
623| 742\ 715| 895 386| 540 666| 693| 217| 468 63.1 56.3 619
630 745| 778| 899| 383| 549 664| 704| 224 475 638| 569 62.2
628 743 767 831 380 552| 652 706| 222| 453 637| 567 619
617| 727\ 738| 875| 368| 546| 632 701 219 420 626| 554 59.8
615 721 731 868| 364 548| 636] 701 218 40 624| 549 59.1
617 723| 738| 870 359| 550 640 704| 220 417 627| 550 59.1
625 726\ 746| 872 362| 562 645 15| 231 434 635 56.1 59.5
629/ 730| 754| 876| 365| 565 640 722| 230 442 638| 571 59.7
632 732\ 747\ 819| 370 570| 649| 728| 231 435 64.1 57.4 60.6
638| 737\ 752| 884| 377 578 668 735| 238 434 646 582 626
64.1 739 754| 888| 380 580| 673| 736 244| 451 647 597 63.1
643| 740\ 756| 890 385| 585 680 741 249|447 648 606 634
644 742 766 890| 391 584| 679 742 255 452 649 609 65.7
637 733| 742 879| 396| 581 673 734| 263 423 642 597 64.9
627| 723| 725| 866| 403| 575| 656| 723| 2715| 396 634 581 63.9
623 7170 715 89| 407| 575| 642 720| 289| 368 630| 574 63.1
623| 719\ T716| 863| 415 574 643 718 294| 364 63.1 57.2 63.8
627 7241 15| 869| 427| 576| 645 720| 304| 365 634| 5677 64.0
63.1 729\ 727\ 813| 435| 580| 642 725| 314| 369 638| 584 652
630 728 77| 815 437| 582| 650] 725| 322| 348 636| 584 64.9
622| 716| 697| 80| 442| 579/ 638 723| 327 326 628| 573 633
593| 676 633| 815 430 562| 611 702| 326| 284 60.2| 532 59.7
585 668 61.3| 810 428| 555| 594| 693| 329/ 259 594| 523 59.0
584| 670 630| 814 431 550 587| 690| 329 258 594| 517 58.9
586 675| 638| 825/ 438| 550| 592 692| 331 261 594| 530 59.5
586 674| 635 828| 438 549 598 693| 333 266 594| 532 60.0
590 678| 649| 836| 439 552| 609 700| 334 273 59.7| 543 61.2
59.3| 681 65.1 844| 441 554| 625| 703| 335 285 599| 557 61.6
59.7| 685 662 850 444| 557| 630 711 B5| 297 602| 564 62.0
60.1 688 679 854| 446 561 642 721 336 303 604| 576 627
604 690 676 86.2| 447| 564| 647 728 337 306 607 583 632
608| 692 683 864| 451 569 664 737 340 309 610 587 639
568 648/ 613| 818 422| 530 582 696 315 283 57.3| 536 58.7
584| 662 659 836| 423| 545/ 630 /17| 319 320 586 557 61.1
600 679| 675 859| 435 562\ 644 40| 327 328 600 584 635
603| 679| 672 863 430/ 568 660 751 28| 328 602 596 638
60.1 676 673| 863| 426| 567| 652 752 327| 322 600 592 63.8
59.7| 674| 665 862 421 564 644 7500 323| 311 596 582 63.7
602| 677/ 684 862| 426 569) 676 750/ 327 326 600 599 635
602| 677| 666| 863 427 569| 663 752| 328] 319 599| 600 63.7
603| 678| 674| 864| 430 568| 659 751 328 333 602| 594 63.8
602| 676| 688| 861 424| 569| 58| 755| 327| 331 60.1 595 64.0
60.1 674| 663 860 423| 568| 641 57| 327 333 600| 59.0 639
600| 677| 673| 865| 424| 565| 642 751 326 327 600| 589 64.2
600 677| 670 8.7 423| 566 648 753| 326/ 319 600 593 637
600| 675| 664| 863 423| 570/ 644| 756| 330/ 307 600| 589 64.1
60.1 677| 674| 84| 427 68| 643] 755 328 318 60.1 59.3 64.0
600| 677| 670| 863| 429| 566 657 750| 326/ 309 598| 593 63.6
598 675| 667 86.2| 426| 564| 651 748|325 316 598| 584 634
599 675| 682| 860| 426 564 648 751 24| 328 60.0| 586 64.2
60.1 676/ 670| 83| 425 568| 659 751 326 319 60.1 58.6 63.6
599 672| 657 861 421 566 649 751 325 323 59.7| 588 634
599| 674 670 80| 423| 566| 660 749| 324 322 598| 584 63.8
600| 675| 667 864 422 567 654 750| 327 319 599| 582 638
597 674 666 86.1 422 564 642| 749 324 32 596| 583 63.6
597 674| 671 863| 419| 564| 634 752 324 300 59.7( 577 636
596 672| 66.1 859 423| 564| 646| 750| 323 297 59.7| 572 636
596 675/ 652 865 424| 562| 624 750 321 300 595 579 635
597\ 673| 665 863| 419 563| 628 751 323| 315 596 582 63.6
596 673| 670/ 862 420/ 563| 646 751 322 304 594| 586 636 64.0
. 597| 674 663] 864 421 563| 647] 751 321 308 595 584] 635 63.9
! Civilian employment as percent of civilian noninstitutional population in group specified.
See footnote 1, Table B-23.
Note: Data relate to persons 16é/ears of age and over, except as noted.
See footnote 5 and Note, Table B-22. Data for October 2025 are unavailable due to the 2025 lapse in appropriations.
Source: Department of Labor (Bureau of Labor Statistics)
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TABLE B-27. Civilian unemployment rate, 1980-2025

[Percent '; monthly data seasonally adjusted]
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3 Total unemployed, plus all persons marginally attached to the labor force, plus total employed part time for economic reasons, as a percent of the civilian

! Unemployed as percent of civilian labor force in group specified.
labor force

2 See footnote 1, Table B-23.

plus all persons marginally attached to the labor force.
4Includes persons with bachelor's, master's, professional, and doctoral degrees.

Note: Data relate to persons 16 years of age and over, except as noted.

22. Data for 5cmber 2025 are unavailable due to the 2025 lapse in appropriations.

Source: Department of Labor (Bureau of Labor Statistics)
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TABLE B-28. Unemployment by duration and reason, 1980-2025

[Thousands of persons, except as noted; monthly data seasonally adjusted ']

Duration of unemployment Reason for unemployment
Un- 3
. 27 Average i Job losers
Year ormonth errr:];;lr?ty t?&grSfS 5-14 | 15-26 | weeks || (mean) Mfﬁﬁ%ﬁ Job Re- New
weeks weeks | weeks g\;}éﬁr ‘%ggr& (weeks) | Total Ia(\]/gff Other leavers | entrants |entrants
7637 32%| 2470 1,052 820 19 65| 3947| 1488| 2459 891 1927 872
8273| 3449 2539 1122 1162 137 69| 4267 1430| 2837 93| 2102 %81
10678 3,883 3311| 1708 1,776 156 87| 6268 2127 4141 840| 2384| 1185
10717 35701 2937| 1652| 2559 200 101] 6258 1780| 4,478 830| 2412 1216
8539 3350 2451| 1,004| 1634 18.2 7191 4421 171 3250 823| 2,184 1110
8312 3498| 2509 1,025| 1280 15.6 68| 4139 1157| 2982 877 2.256| 1,039
8237| 3448 2557| 1,045 1187 15.0 69| 4033 1090 2943 105 2160| 1,029
7425 3246| 219 943 1,040 145 65| 3,566 93| 2,623 95| 1974 920
6,701 3084 2,007 801 809 135 59| 309 851 2,241 983| 1,809 816
6528 3174| 1978 730 646 119 48| 2983 850 2133 1,024| 1843 677
70471 3265|2257 822 703 120 53| 3387 1028 2359 1041 1930 688
8628 3480| 2791 1246 11N 137 68| 4694 1292| 3402 1,004 2139 792
9613 3376 2830 1,453 1954 17.7 87| 5389 1260 4129| 1002 2285 937
8940| 3262 2584 1,297 1798 18.0 83| 4848 1115| 3733 976 2,198 919
7996 2728| 2408 1237| 1623 188 92| 3815 977| 2,838 791 2786 604
7404 27001 2342\ 1,085 1278 16.6 83| 3476| 1030 2446 824 2525 579
7236| 2633 2287 1,053 17262 16.7 83| 33701 1,021| 2349 774 2512 580
6739 2538| 2138 995 1,067 15.8 80| 3037 931] 2,106 79| 2,338 569
6210 2622| 1950 763 875 145 67| 2822 866| 1,957 7341 2132 520
5880 2,568 1832 755 725 134 64| 2622 848 1774 783| 2,005 469
5692| 2558 1815 669 649 126 59| 2517 852| 1,664 780 1,961 434
6,801 2853 219 951 801 131 68| 3476/ 1,067 2409 835 2,031 459
8378 2893| 2580 1369 1535 16.6 91| 4607 1124 3483 866 2,368 536
8774\ 2785 2612 1442 1936 19.2 101 4838 1121|3717 818 | 2477 641
8149 26%| 2382 1293 1719 19.6 98| 4197 998 | 3199 858 | 2,408 686
7591| 2667 2304 1,130| 1490 184 89| 3667 B3| 273 872 2386 666
7001 2614 2121 1031] 1235 16.8 83| 3321 921 2400 827 2231 616
7078 2542 2232 1,061| 1243 16.8 85| 3515 976| 2,539 793 2142 627
89241 2932 2804 1427\ 1761 17.9 941 4789 1176| 3614 8% | 2472 766
14265| 3,165 3828| 2775 4496 244 15.1] 9160 1630| 7,530 882| 3,187| 1,035
14825\ 2771|3267 2311| 6415 330 214 9250 1431 7819 889| 3466| 1220
13747\ 2677 2993| 2,061| 6016 393 214 8106 1230 6876 956| 3401| 1,284
12506 2644 2866| 1859| 5136 394 193] 6877| 1.183| 5694 97| 3345| 1,316
11460 2584| 2759| 1807| 4310 365 1701 6073| 1136| 4937 932| 3207| 1,247
9617 2471 2432 1497| 3218 R37 140| 4878| 1,007 3871 824 2.829| 1,086
8296 2399| 2302 1267| 2328 292 11.6| 4,063 974| 3,089 819| 2535 879
7751 2362| 2226 1,158| 2,005 215 106] 3740 96| 2774 858 2330 823
6982 2270/ 2008 1,017 1687 250 100 3434 956| 2479 778 2,079 690
6314 2170 1876 917 1,350 227 93| 2990 852 2138 794 1,928 602
6,001 2086 1789 860 1,266 216 91| 2786 823| 1,963 814] 1810 591
129471 3708 4728 2516 1995 16.5 97| 97700 6371 3399 683] 1,969 526
8623| 21400 1981 1164| 3337 287 165 5099 1582| 3516 803| 2,204 518
599 2216| 171 756 1,314 226 87| 2767 830 1,936 857 1,891 482
6,080 2112 1866 925 1,177 206 89| 2870 811 2,059 822 1831 556
6,761 2235 2012 1,064| 1449 216 96| 3253 859| 2,393 810 2,052 647
7314 2357 2150 1,113 1,696 230 99| 3443 910| 2,534 835 2267 770
6,175| 2135 1878 874 1,279 209 94| 3047 865| 2,182 791 1,858 566
6486 2317 1932 9741 1,219 209 92| 3222 827| 23% 7101 1,954 639
6521 2186 1973 985 1,259 21.6 95| 3,061 793| 2,268 822 1,938 659
6486 2,287 1,968 886 1,249 200 88| 3211 857 2354 785 1,944 586
6,627 2302| 1910 969 1,356 273 91 3201 833| 2,368 725 2,049 645
6,881 2155 2111 1,089| 1534 207 98] 3192 821 23N 754 2123 709
7098 2353| 2180 1,076| 1537 206 95| 3529 1091 2438 857 2,180 646
7083| 2443 2044 1156| 1536 21.0 96| 3323 868 | 2454 848| 2,136 698
6849 2165| 1958| 1,25| 1612 226 100] 3236 902| 233 818| 2,053 643
6951 2118| 2,081| 1226| 1604 229 10.2| 3,360 818| 2,542 802| 2145 608
7089 2192| 2060 1,231| 1651 237 107] 3383 769 2615 852| 2149 706
69201 2175| 2014 1,202| 1551 27 10.2| 3261 865| 239 945| 2,050 649
6865 2292| 1956| 1,158 1449 220 100] 3254 837 2417 910 2132 668
71041 2334 2161 1,033| 1461 214 99| 337 819 2,508 915| 2212 673
7132 2362 2154 1,010 1499 229 97| 3322 818 2,503 869 2,182 743
7155 2194 2262 993| 1,672 232 102| 3455 873| 2,582 854 2,240 709
7248 2456 2203 1042|1464 219 95| 3459 879 2,580 708 2,291 734
7054 2254 2129 1,064| 1,651 231 101] 3,306 867| 2,438 825| 2,160 723
72121 2304|2041 1166| 1822 24.0 102 3412 940| 2472 785] 2,199 982
7380 2475 2058| 1,051 1924 245 99| 3447 890| 2,558 785 2,302 792
7605 2232 23%6| 1,286 1815 241 101 3524 844| 2,680 860 2336 813
7,781 25400 21901 1,190 1910 231 98| 3560 1,002| 2558 861| 2,600 774
7503] 2289] 2069 1195 1948 244 11. 3473 99| 2544 832 2337 840
! Because of independent seasonal adjustment of the various series, detail will not sum to totals.
Beginning with 2011, includes unemployment durations of up to 5 years; prior data are for up to 2 years.
3 Beginning with 1994, job losers and persons who completed temporary jobs.
Note: Data relate to persons 1ﬁgears of age and over.
See Note, Table B-22. Data for October 2025 are unavailable due to the 2025 lapse in appropriations.
Source: Department of Labor (Bureau of Labor Statistics).
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TABLE B-29. Employees on nonagricultural payrolls, by major industry, 1980-2025

[Thousands of jobs; monthly data seasonally adjusted]

Private industries
Total Goods-producing industries Private service-providing industries
ot Trade, transportation
Year or month agerrlncg‘lgl/[a\ Tota ining Manufacturing and utilities !
ment private Total and Cartlisotrr]uc- N Total
logging Total Durable dur?;;)-\e Total Retai
goods goods trade
90,533 74,158 24,263 1,077 4,454 18,733 11,679 7,054 49,895 18,387 10,249
91,297 75117 24118 1,180 4,304 18,634 11,611 7,023 50,999 18,577 10,369
89,689 73,706 22,550 1,163 4,024 17,363 10,610 6,753 51,156 18,430 10,377
90295| 742841 22110 997 4,065 17,048 10,326 6,722 52,174 18,642 10,640
94,548 78,389 23,435 1,014 4,501 17,920 11,050 6,870 54,954 19,624 11,221
97,532 81,000 23,585 974 4,793 17,819 11,034 6,784 57415 20,350 11,738
99,500 82,661 23,318 829 4937 17,552 10,795 6,757 59,343 20,765 12,082
102,116 84,960 23,470 m 5,090 17,609 10,767 6,842 61490 21271 12,422
105,378 87,838 23,909 710 5,233 17,906 10,969 6,938 63,929 21,942 12,812
108,051 90,124 | 24,045 750 5309 17,985 11,004 6,981 66,079 22477 13112
109,527 91,112 23,723 765 5263 17,695 10,737 6,958 | 67,389 22,632 13,185
108,425 89,879 22,588 739 4,780 17,068 10,220 6,848 67,292 22,243 12,89
108,799 90,012 22,095 689 4,608 16,799 9,946 6853 67917 22,086 12,826
110,931 91,942 22,219 666 4,779 16,773 9,901 6872 69723| 22,335 13,016
114,393 B8 22774 659 5,095 17,020 10,132 6,889| 72,344 23,081 13,485
117,401 97,968 23,156 641 5274 17,241 10,373 6,868 74,813 23,782 13,889
119.828| 100,289| 23409 637 5,536 17,231 10,486 6,751 76,880 24,183 14133
122,941 103278 23,886 654 5813 17,419 10,705 6,714 79,392 24,640 14,377
126,146 | 106,237 24,354 645 6,149 17,560 10,911 6,649 81,883 25122 14,596
129,228 | 108,921 24,465 598 6,545 17,322 10,831 6,490| 84,456 25,703 14,955
132011 111,222 24,649 599 6,787 17,263 10,877 6,386 86,572 26,153 15,262
132,073| 110,954 23,873 606 6,826 16,441 10,336 6,105 87,081 25,907 15,219
130,634| 109,121 22,557 583 6,716 15,259 9,485 5,774 86,564 | 25417 15,003
130,331 108,748 21,816 572 6,735 14,510 8,964 5,546 86,931 25,200 14,894
131,769| 110,148 | 21,882 591 6,976 14,315 8,925 5390 88,266 25440 15,033
134,033 112,229 22,189 628 7,336 14,225 8,954 5271 90,040 25,860 15,253
136,436 | 114,462 22,521 684 7,691 14,152 8978 5174 91,935 26,172 15,325
137,981 115,763 22,226 724 7,630 13872 8,802 5,071 93,637 26,520 15,490
137,223 114,714 21,325 766 7,162 13,397 8,454 4,943 93,389 26,181 15,251
131,296 | 108,741 18,546 694 6,016 11,836 1272 4,563 90,195|  247% 14,488
130,345 107,854 17,737 705 5518 11,514 7,050 4,464 90,118 24523 14,404
131,914 109,828 18,031 788 5,533 11,710 7,256 4,453 91,797 24,946 14,630
134,157 | 112,237 18,401 848 5,646 11,907 7,450 4,457 93,836 25,353 14,801
136,363 | 114,511 18,716 863 5,856 11,998 7,526 4472 95,795 26,735 15,037
138,940 117,058 19,202 891 6,151 12,161 7,649 4512 97,856 | 26,253 15,313
141,825| 119,796 19,583 813 6,461 12,309 1,138 4,571 100,213 26,754 15,559
144,335 12211 19,719 668 6,728 12,324 7,684 4640 102,392 21,124 15,777
146,606 | 124,257 20,051 676 6,969 12,407 1,108 4,699| 104,206 27,336 15,789
148,909 | 126,454 20,669 121 7,288 12,653 7911 4,742 105,785 27,549 15,728
150,905 | 128,292 21,000 121 7493 12,780 8,002 4,778 107,292 21,662 15,560
142,186 | 120,200 19,983 600 1,251 12,127 7,533 45941 100,217 26,624 14,809
146,285 | 124,312 20,307 560 7,436 12,311 7,638 4673| 104,004| 27,653 15,253
152520 130,330 | 21,134 605 7,763 12,767 7,923 48441 109,196| 28,633 15,489
155,868 | 133074| 21518 637 8,009 12,873 8,023 4,849| 111,556 28,820 15,551
157,693 | 134,324| 21,619 625 8,205 12,789 7,951 4838| 112,704| 28,828 15,493
158,457 | 134,948 21514 614 8,267 12,633 7,832 4802 113434 28,742 15,441
157,032 1333892 21,631 633 8,123 12,875 8,023 4852 112,261 28,799 15,524
157,238 134,027 21,617 633 8,132 12,852 8,004 4848 112,410 28,839 15,529
157,466 | 134,170 21,636 636 8,164 12,836 7,993 48431 112,534 28,855 15,529
157,530 134,233| 21,631 628 8,170 12,833 7,988 4,845| 112,602 28,880 15,531
157,608 | 134,278 21,625 624 8,176 12,825 7,981 48441 112,653 28,880 15,536
157,695| 134,356 | 21,630 620 8,196 12,814 7,968 4846| 112,726 28,851 15,500
157,748 | 134,348 21,636 622 8,208 12,806 7,960 48461 112,712 28,830 15,481
157,757 | 134,321 21,628 620 8,236 12,772 7,930 48421 112,693 28,802 15,458
157,912 134,463 21,634 622 8,254 12,758 7.921 4837 112,829 28,813 15,457
157,945 134,459 21,581 622 8,262 12,697 1810 48271 112878 28,794 15,452
158,079 | 134,575 21,602 624 8,267 12,11 7,895 4816 112,973 28,755 15,410
158,316 134,787 21,591 622 8,276 12,693 78715 4818 113,196 28,811 15,460
158,268 | 134,711 21,559 622 8,264 12,673 7,858 4815 113,152 28,795 15,459
158,310| 134,751 21,560 622 8,267 12,671 7,859 4812 113191 28,806 15,442
158,377 | 134,818 21,559 620 8273 12,666 7,854 4812 113259 28,792 15,458
158,485 | 134,917 21,555 622 8,271 12,662 7,853 4809 | 113362 28,783 15,462
158,498 | 134,937 21,538 618 8,269 12,651 7,845 4806 | 113399 28,765 15,440
158,478 | 134,892 21,519 616 8,267 12,636 7,833 4803| 113373| 28741 15,426
158,542 | 134,957 21,496 610 8,261 12,625 7,834 4,791 113,461 28,744 15,430
158,472 134,937 21,461 607 8,239 12,615 7819 479 | 113,476 28,743 15,440
158,548 | 135,005 21,472 605 8,255 12,612 1814 4798 | 113533 28,725 15,453
158,408 | 135018| 21,452 606 8,243 12,603 7,805 4798| 113566| 28,714 15,438
158,449 | 135,090 21477 605 82719 12,593 7,802 4,791 113613 28,649 15,437
Dec. 158,432 135,083 21,456 604 8,272 12,580 1,197 4,783 113,627 28,616 15414

" Includes wholesale trade, transportation and warehousing, and utilities, not shown separately.

Note: Data in Tables B-29 and B-30 are based on reports from employing establishments and relate to full- and part-time wage and salary workers in
nonagricultural establishments who received pay for any part of the pay period that includes the 12th of the month. Not comparable with labor force data
(Tables B-22 through B-28), which include proprietors, self-employed persons, unpaid family workers, and private household workers; which count persons as

See next page for continuation of table.

408 | AppendixB



TABLE B-29. Employees on nonagricultural payrolls, by major industry,
1980-2025—Continued

[Thousands of jobs; monthly data seasonally adjusted]

Private industries—Continued Government
Private service-providing industries—Continued
Year or month Profes Education
formation Fir}an‘tpial Sti)lm?‘ and hanﬂh Lea\ilére Other Total Federal State Local
activities usiness ea e services
services services | nospitality
2,361 5,025 15N 7,077 6,721 2,755 16,375 3,000 3610 9,765
2,382 5,163 7,809 7,364 6,840 2,865 16,180 2,922 3,640 9,619
2317 5,209 7,875 7,526 6,874 2,924 15,982 2,884 3,640 9,458
2,253 5334 8,065 7,781 7,078 3,021 16,011 2,915 3,662 9,434
2,398 5,553 8,493 8211 7,489 3,186 16,159 2,943 3,734 9,482
2431 5815 8,900 8,679 7,869 3,366 16,533 3014 3832 9,687
2,445 6,128 9.241 9,086 8,156 3523 16,838 3,044 3,893 9,901
2,507 6,385 9,639 9,543 8,446 3,699 17,156 3,089 3,967 10,100
2,585 6,500 10,121 10,096 8,778 3,907 17,540 3124 4,076 10,339
2622 6,562 10,588 10,652 9,062 4,116 17927 3,136 4,182 10,609
2,688 6,614 10,882 11,024 9,288 4,261 18,415 3,196 4,305 10,914
2678 6,561 10,750 11,556 9,256 4,249 18,545 3110 4,355 11,081
2,641 6,559 11,007 11,948 9,437 4,240 18,787 3 4,408 11,267
2,668 6,742 11,534 12,362 9,732 4,350 18,989 3,063 4,488 11,438
2,738 6,910 12,216 12,872 10,100 4,428 19,275 3018 4,576 11,682
2,844 6,866 12,889 13,360 10,501 4572 19,432 2,949 4,635 11,849
2,940 7,018 13,510 13,761 10,777 4,690 19,539 2877 4,606 12,056
3,084 7,255 14,386 14,185 11,018 4,825 19,664 2,806 4,582 12,276
3218 7,566 15,200 14,570 11,232 4,976 19,909 2,772 4612 12,525
3419 7,753 16,013 14,939 11,543 5,087 20,307 2,769 4,709 12,829
3,630 7,783 16,725 15,252 11,862 5,168 20,790 2,865 4,786 13,139
3,629 7,900 16,537 15,814 12,036 5,258 21118 2,764 4,905 13,449
3,39 7,956 16,041 16,398 11,986 5,372 21513 2,766 5,029 13,718
3,188 8,078 16,057 16,835 12,173 5401 21,583 2,761 5,002 13,820
3118 8,105 16,470 17,231 12,493 5,409 21,621 2,730 4,982 13,909
3,061 8,196 17,036 17,676 12,816 5,395 21,804 2,732 5,032 14,041
3,038 8,367 17,656 18,154 13,110 5,438 21974 2,732 5,075 14,167
3,032 8,348 18,040 18,676 13,427 5,494 22,218 2,734 5,122 14,362
2,984 8,206 17,839 19,228 13,436 5515 22,509 2,762 5177 14,571
2,804 7,838 16,685 19,630 13,077 5,367 22,555 2,832 5,169 14,554
2,707 7,695 16,839 19,975 13,049 5,330 22,490 2971 5,137 14,376
2,674 7,697 17,450 20318 13,353 5,360 22,086 2,859 5,078 14,150
2,676 7,783 18,057 20,769 13,768 5,430 21,920 2,820 5,095 14,045
2,706 7,886 18,645 21,086 14,254 5,483 21,853 2,769 5,046 14,037
2,726 1971 19,198 21,439 14,696 5,567 21,882 2,733 5,050 14,098
2,750 8,123 19,774 22,029 15,160 5,622 22,029 2,751 5,077 14,195
2,794 8,287 20197 22,639 15,660 5,691 22,224 2,795 5110 14,319
2814 8,451 20,5% 23,188 16,051 5,770 22,350 2,805 5,165 14,379
2,839 8,591 21,043 23,638 16,295 5,831 22,455 2,800 5173 14,481
2,864 8,754 21,372 24,163 16,586 5,891 22613 2,831 5206 14,576
271 8,704 20416 23,275 13,148 5,329 21,986 2,930 5135 13,921
2,856 8,806 21429 23,652 14,151 5,457 21,973 2,886 5,156 13,931
3,063 9,062 22,582 24,336 15,821 5,694 22,191 2,867 5111 14,213
3,007 9,174 22,769 25,387 16,557 5,842 22,19 2,927 5296 14,571
2,923 9,158 22,580 26,493 16,771 5,952 23370 3,000 5449 14,921
2,862 9,196 22416 27,338 16,884 5,997 23,509 2,904 5,505 15,100
2,963 9,165 22,668 26,033 16,716 5917 23,140 2971 5,388 14,781
2,958 9,151 22,658 26,130 16,744 5,930 2321 2,980 5,405 14,826
2,951 9,149 22,631 26,225 16,780 5,943 23,29 2,989 5413 14,894
2,940 9,144 22,616 26,313 16,762 5,947 23,297 2,992 5,421 14,884
2,930 9,147 22,633 26,383 16,731 5,949 23,330 3,001 5,420 14,909
2,930 9,159 22,606 26,474 16,744 5,962 23339 3,005 5,423 14,911
2917 9,154 22,584 26,515 16,751 5961 23,400 3,007 5,443 14,950
2,909 9,162 22,544 26,573 16,746 5,957 23,436 30M 5,468 14,957
2,903 9,162 22,525 26,691 16,776 5,959 23,449 3,012 5479 14,958
2,887 9,164 22,486 26,786 16,799 5,962 23,486 3,013 5,492 14,981
2,885 9,173 22,499 26,870 16,823 5,968 23,504 3,009 5,502 14,993
2,895 9,179 22,532 26,945 16,862 5,972 23,529 3,009 5,515 15,005
2,877 9,187 22,480 27,006 16,832 5,975 23,557 3,010 5,525 15,022
2,876 9,199 22,473 27,064 16,796 5977 23,559 2,997 5,525 15,037
2,867 9,201 22,457 27,132 16,823 5,987 23,559 2,988 5,523 15,048
2,865 9,205 22,470 21,216 16,836 5,987 23,568 2,976 5,522 15,070
2,864 9,211 22,450 21,276 16,839 5,994 23,561 2,952 5515 15,094
2,863 9,204 22,419 27,325 16,837 5,984 23,586 2,944 5516 15,126
2,861 9,204 22,403 27,412 16,848 5,989 23,585 2,935 5,504 15,146
2,860 9,185 22,375 27,435 16,870 6,008 23,535 2,916 5,487 15,132
2,859 9,189 22,359 27,489 16,907 6,005 23,543 2914 5,497 15,132
2,853 9,184 22,335 27,533 16,948 5,999 23,390 2,748 5493 15,149
2,848 9,185 22,391 27,589 16,936 6,015 23,359 2,733 5,481 15,145
2842 9,186 22,312 21627 16,961 6,023 23,349 2722 5476 15,151

Note (cont'd): employed when they are not at work because of industrial disputes, bad weather, etc., even if they are not paid for the time off; which are
based on a sample of the working-age population; and which count persons only once—as employed, unemployed, or not in the labor force. In the data shown
here, persons who work at more than one job are counted each time they appear on a payroll.

Establishment data for employment, hours, and earnings are classified based on the 2022 North American Industry Classification System (NAICS).

For further description and details see Employment and Earnings.
Source: Department of Labor (Bureau of Labor Statistics).
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TABLE B-30. Hours and earnings in private nonagricultural industries, 1980-2025
[Monthly data seasonally adjusted]

All employees Production and nonsupervisory employees '
Average weekly eamings Average weekly eamings
Average hourly Average hourly
Year or month Avera?e earnings Level Percent change Avera?e earnings Level Percent change
weekly from year earlier || weekly from year earlier
hours hours

Current {1982-84 | Current |1982-84 | Current | 1982-84 Current |{1982-84 | Current |1982-84 | Current | 1982-84
dollars | dollars2| dollars | dollarsZ| dollars | dollars? dollars | dollars® | dollars | dollars® | dollars | dollars®
352 $6.84| $8.25| $240.83 | $290.51 6.8 58
352 743 8.13| 261.29| 285.88 85 -1.6
34.7 7.86 8.11| 272.98| 281.71 45 -15
349 8.20 8.22| 286.34| 286.91 49 18
351 8.49 8.22| 298.08| 28856 41 6
349 873 8.17| 304.37| 284.72 21 -1.3
34.7 8.92 8.21| 30969 285.17 17 2
347 9.14 8.12| 317.33| 282.07 25 -1
34.6 9.44 8.07| 32650 279.06 29 -1.1
345 9.81 8.00| 33842 276.04 37 -1
343 1020 791 34963 | 271.03 33 -1.8
34111051 7.83| 358.46| 266.91 25 -15
342 1077 7.79| 368.17| 266.40 2.7 -2
343 11.04 7.77| 37880 | 266.57 29 1
345 1133 778 391111 268.62 32 8
343 1185 7.78| 399.93| 266.98 23 -6
343 1204 781 41317 268.12 33 4
345] 1251 7941 43167| 273.90 45 22
345 1301 8.15| 44847 280.82 39 25
343| 1348 8.26| 463.07| 283.74 33 10
343 1401 8.29| 48090 284.72 39 3
39| 1454 8.38| 49356 284.47 26 -1
339 1496 8.50| 50651 | 287.95 26 12
37| 1536 8.54| 517.68| 287.92 22 0
337| 1568 850| 52865 286.53 21 -5
. . 38| 16.11 8.43| 54391 284.77 29 -6
I R 39| 1675 8.50| 567.00| 287.67 42 1.0
$2092| $10.09 | $719.74 | $347.13 | ... e 38| 114 8.59| 589.09| 290.53 39 1.0
6 1] 73899| 34323 27 A 336| 1806 856| 607.10| 287.65 31 -1.0
749.92 | 34955 15 8 31| 1861 8.88| 615.87| 293.79 14 21
769.57 | 352.92 26 0 334 1904 8.90| 63589 297.19 33 12
790.79 | 351.56 28 4 36| 1944 8.77| 652.78| 29461 2.7 -9
809.46 | 352.56 24 3 37| 1973 8.72| 66559 | 294.21 20 =1
825.08 | 354.18 1.9 5 337 2013 8.78| 677.62| 295.49 18 4
84482 | 356.86 24 8 337| 2060 885| 694.74| 29847 25 1.0
864.10 | 364.57 23 22 337| 21.03 907 708.73| 305.74 20 24
881.09| 367.11 20 7 36| 2153 920| 72322 308.97 20 11
906.19 | 369.69 28 7 37| 2205 922| 74245| 31058 2.7 5
936.37 | 372.90 33 9 38| 21 926| 766.99| 312.87 33 7
963.06 | 376.70 29 1.0 336| 2351 943| 790.64| 317.24 31 14
1014411 391.95 53 40 339 2468 978 837.42| 331.98 59 46
1,063.08 | 392.32 48 1 342 2590 975| 886.54| 333.90 59 6
1,114.33 | 38077 48 -29 340| 2157 957| 937.47| 32553 5.7 -25
1,160.49 | 380.86 41 0 39| 283 968 | 979.62| 327.64 45 6
1,201.36| 382.98 35 I 337( 3013 9.80 [1,015.60 | 330.22 37 8
1,248.86 | 387.63 40 1.2 BT 3135 9.93/1,085.51 | 334.41 39 13
1,178.87 | 380.65 32 1 336| 2961 975| 99490 327.68 31 1
1,187.49| 381.87 38 7 338| 2966 9.7211,00251 | 328561 41 9
1,191.96| 381.62 41 ) 338| 2978 9.7111,006.56 | 328.29 43 7
1,188.79| 379.78 34 0 BT 2985 9.7211,005.95 | 327.42 37 3
1,196.73| 38213 38 ) BT 2997 975/1,009.99 | 328.71 38 5
1,200.84 | 383.60 36 ) 338| 3007 9.80(1,016.37 | 331.19 41 1.1
1,199.74| 38261 33 4 337 3016 9.81/1,016.39| 330.60 37 7
1,208.05| 384.65 36 1.0 BT 3027 9.8411,020.10 | 331.45 39 14
1212.16| 385.14 36 12 37 3039 9.85(1,024.14 | 332.08 38 16
121273 | 384.22 37 1.1 37| 3048 9.86/1,027.18 | 332.18 39 14
1221.08| 385.77 39 11 337 3056 9.861,029.87 | 332.18 37 12
122417 | 38544 38 9 37| 3066 9.85(1,033.24 | 332.03 40 1.3
2025 122214 | 38316 37 7 36| 3079 9.85/1,034.54 | 33091 40 1.0
1229.15| 384.50 35 1 336| 3089 9.86/1,037.90 | 331.35 35 8
123496 | 386.18 36 12 R7| 3102 9.90(1,045.37 | 33362 39 1.6
1,238.92| 386.80 42 1.8 37| 31.09 9.9111,047.73 | 333.96 42 20
1,240.78 | 386.99 37 13 36| 3120 9.9411,04832| 33385 38 1.6
124351 | 386.86 36 8 336 . 9.95 334.22 35 9
1,247.27| 387.15 40 12 R7 9.95 335.45 41 15
125240 | 387.39 37 7 R7 9.95 335.35 40 12
32|1,255.14 | 387.10 35 5 R7 9.94 335.01 39 9
. 11.26027 | .......... I — 337 LX) E—
1,269.10 42 39 338 . 43 6
1,266.08| 388.33 34 37 336.11 38 2

1 Production employees in goods-producing industries and nonsupervisory employees in service-providing industries. These groups account for four-fifths of
the total employment on private nonfarm payrolls.
Current dollars divided by the consumer price index for all urban consumers (CPI-U) on a 1982-84=100 base.
3 Current dollars divided by the consumer price index for urban wage earners and clerical workers (CPI-W) on a 1982-84=100 base.

Note: See Note, Table B-29. Data for October 2025 on a constant dollar basis are unavailable due to the 2025 lapse in appropriations.
Source: Department of Labor (Bureau of Labor Statistics)
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TABLE B-31. Employment cost index, private industry, 2008-2025

Total private Goods-producing Service-providing ! Manufacturing
Yearand month |  Total | Wages Total | Wages Total | Wages Total | Wages
compen- | and | Benefits? | compen- | and | Benefits? | compen- | and | Benefits?|| compen- | and | Benefits?
sation | salaries sation | salaries sation | salaries sation | salaries
Indexes on NAICS basis, December 2005=100; not seasonally adjusted
December:
2008 109.4 107.7 107.5 109.0 104.7 109.4 109.6 108.9 1059 107.7 1025
110.8 108.7 108.6 110.0 105.8 110.8 ma 109.9 107.0 108.9 103.6
112.8 111.9 111 11.6 110.1 113.0 131 112.6 110.0 110.7 108.8
114.6 1159 1138 1135 1144 1153 1149 116.4 131 127 139
116.6 118.2 115.6 115.4 116.0 117.6 117.0 19.1 114.9 114.8 115.0
119.0 1205 17.7 117.6 118.0 1200 1194 1215 17.0 172 116.6
121.6 1235 120.3 120.1 120.7 122.8 122.1 124.6 119.8 119.8 119.8
1242 125.1 1232 1232 1231 124.9 1245 1259 1228 1230 1225
1271 127.3 125.8 126.2 124.9 121.7 1274 128.3 1255 126.2 1243
130.6 1302 1289 1293 128.0 131.0 131.0 1312 1289 129.3 128.0
134.7 133.6 131.9 133.0 129.6 135.2 135.2 135.1 131.6 1329 1291
1387 136.2 1358 1375 1325 1387 1391 1376 1353 1371 1319
1426 139.1 1389 141.0 1349 1424 1431 1406 1385 140.7 134.3
149.7 143.2 144.0 146.6 138.7 148.9 150.5 144.8 1435 146.4 138.2
157.4 150.1 1506 1539 1439 156.6 158.3 152.3 150.3 1539 1435
164.1 155.5 156.3 160.2 148.6 163.1 165.2 157.9 155.8 159.7 148.3
1702 160.7 161.4 165.6 153.0 169.0 1713 163.3 161.4 165.8 153.1
175.885| 166.191| 166.974| 171.824| 157.285| 174.692| 176.948| 169.121|| 166.456| 171.475| 157.027
171.9 163.5 163.3 167.7 154.7 1711 173.0 166.4 163.1 167.6 154.5
173849 | 164.815| 165.122| 169.627| 156.113| 172.856| 174.944| 167.688| 164.922| 169.615| 156.095
175109 | 165.630| 166.232| 170.921| 156.862| 173.987| 176.198| 168.523|| 165.853| 170.727| 156.694
175.885| 166.191| 166.974| 171.824| 157.285| 174.692| 176.948| 169.121|| 166.456| 171.475| 157.027
Indexes on NAICS basis, December 2005=100; seasonally adjusted
2024: Mar ....... 163.6 166.2 157.6 158.3 162.3 150.2 165.1 167.2 160.1 158.0 162.2 150.0
165.0 167.6 159.0 159.1 162.9 1515 166.6 168.8 161.5 159.3 163.4 1515
166.3 1689 160.1 160.6 164.6 1524 167.9 170.0 162.7 160.6 164.8 1525
167.8 170.5 161.3 161.7 165.9 153.4 169.4 1ma 164.0 161.9 166.2 153.5
2025: Mar ....... 169.2 171.8 163.2 163.3 167.6 154.6 170.8 172.8 166.0 163.0 167.5 154.4
. . 164.784 | 169.261| 155.698| 172.479| 174.668| 167.181| 164.634| 169.337| 155.631
166.363 | 171.018| 156.910 | 173.793| 175982 | 168.497( 166.032| 170.810| 156.882
167.379 | 172147 157.692| 175.109| 177.293| 169.826( 166.965| 171.920| 157.470
Percent change from 12 months earlier, not seasonally adjusted
24 28 15 25 26 22 20 27 08
1.0 9 11 13 1.4 9 1.0 11 11
23 15 41 20 18 25 28 1.7 50
24 1.7 39 20 1.6 34 28 18 47
16 1.7 1.4 20 18 23 16 19 1.0
18 19 1.7 20 21 20 18 21 14
22 21 23 23 23 26 24 22 27
24 26 20 1.7 20 1.0 25 2.7 23
2.1 24 15 2.2 2.3 19 22 2.6 15
25 25 25 26 28 23 2.7 25 30
2.3 2.9 13 32 32 30 2.1 28 9
30 34 22 26 29 19 28 32 22
23 25 1.8 27 29 22 24 26 18
3.7 40 2.8 46 5.2 30 3.6 41 2.9
46 50 37 52 52 52 47 5.1 38
38 4.1 33 42 44 37 37 38 33
33 34 30 36 37 34 36 38 32
35 38 28 34 33 36 31 34 26
32 33 29 34 33 37 32 33 29
35 39 28 35 35 36 33 36 28
36 39 29 35 35 36 34 36 29
35 38 28 34 33 36 3.1 34 26
Percent change from 3 months earlier, seasonally adjusted
2024 Mar ....... 1.0 1.1 09 11 12 0.8 1.0 1.0 0.9 12 13 0.9
9 8 9 5 4 9 9 1.0 9 8 1 1.0
8 8 7 9 1.0 6 8 7 7 8 9 7
9 9 7 7 8 7 9 1.0 8 8 8 7
2025: 3 3 12 10 10 8 8 I 12 7 8 6
10 10 7 9 1.0 7 1.0 1.1 7 1.0 11 8
8 8 8 1.0 1.0 8 8 8 8 8 9 8
7 7 7 6 .7 5 8 .7 8 6 6 4

1 On Standard Industrial Classification (SIC) basis, data are for service-producing industries.
Employer costs for employee benefits.

Note: Changes effective with the release of March 2006 data (in April 2008) include changing industry classification to NAICS from SIC and rebasing data to
December 2005=100. Historical SIC data are available through December 2005.

Data exclude farm and household workers.
Source: Department of Labor (Bureau of Labor Statistics)
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TABLE B-32. Productivity and related data, business and nonfarm business sectors,
1975-2025

[Index numbers, 2017=100; quarterly data seasonally adjusted]

Real
compensation
per hour*

Hours of Compensatjon

Labor productivity
all persons per hour

Unit labor Value-added outgut
(output per hour)

1
Output costs price deflator

Year or quarter
Nonfarm
business
sector

Nonfarm
business
sector

Nonfarm
business
sector

Nonfarm
business
sector

Nonfarm
business
sector

45258 | 46328 | 26723 | 26.653| 59.046| 57.531| 15.891| 16.018| 66.105| 66.630 | 35.113| 34575| 32.178| 31.408
46.765| 47.940| 28529| 28560 | 61.006| 59.574| 17.161| 17.264| 67.495| 67.903 | 36.696| 36.012| 33.857| 33.120
47616| 48770 | 30162 | 30.198| 63.344| 61.920| 18.534| 18.681| 68.448| 68.989| 38.925| 38.305| 35.862| 35.181
48.185| 49.466 | 32.086| 32.225| 66.589 | 65.146| 20.093| 20.281| 69.345| 69.994| 41700| 41.001| 38.342| 37.471
48244 49360 | 33226| 33319 68.871| 67.502| 22.034| 22209 | 69.457 | 70.008 | 45.672| 44.994| 41.550| 40.603

48224 49338 | 32.925| 33038 | 68.275| 66.962| 24.391| 24591 | 69.143 | 69.711| 50.578| 49.843| 45243 | 44.461
49250 | 50.058 | 33886| 33.790 | 68.804 | 67.502| 26.682| 26.949| 69.114| 69.805| 54.178| 53836 | 49.415| 48721
489711 49647 | 32913 | 32.756| 67.209| 65.978| 28.658| 28913 | 70.003| 70627 | 58520 | 58.238| 52.231| 51728
50.639 | 51.684| 34658| 34.791| 68.441| 67.314| 29917| 30.203| 70.085| 70.755| 59.078| 58438 | 54.106 | 53.531
52084 | 52.838 | 37.732| 37.731| 72.444| 71.409| 31.240| 31.504 | 70.261 | 70.855| 59.980| 59.625| 55.636| 55.011
53.273 | 53754 39491| 39.395| 74.130| 73287 | 32.831| 33.037| 71.432| 71.880| 61.629| 61.460| 57.106 | 56.689
54772 | 55352 | 40.926| 40.882| 74720 | 73.858 | 34.685| 34.940| 74210 | 74756 | 63.325| 63.123| 57.878| 57.494
55.069 | 55.654 | 42.392 | 42.365| 76.980 | 76.122 | 35984 | 36.256 | 74.469 | 75032 | 65344| 65.145| 58.970 | 58.571
55.898 | 56.569 | 44.208 | 44.292| 79.087 | 78.297| 37.893| 38.117| 75.639| 76.087 | 67.790 | 67.381 | 60.847 | 60.365
56.536 | 57.069 | 45.900| 45.915| 81.188 | 80.455| 39.031| 39.221| 74.684 | 75047 | 69.039| 68.726 | 63.087 | 62.569

57.647 | 58026 | 46.635| 46.606 | 80.897 | 80.319| 41.458| 41.560| 75594 | 75779 | 71.916| 71.622| 65.182 | 64.706
58.565 | 58.975| 46.351 | 46.316| 79.145| 78536 | 43376| 43533 | 76310 | 76.587 | 74.064 | 73817 | 67.070| 66.723
61.279| 61.605| 48313 | 48196 | 78.841 | 78.233 | 46.037 | 46.234| 79.025| 79363 | 75127 | 75.049 | 68.158 | 67.845
61.340 | 61677| 49.691| 49.682 | 81.010 | 80.553 | 46.712 | 46.802 | 78.208 | 78359 | 76.153 | 75.883 | 69.732 | 69.429
61.691 | 62.103 | 52.087 | 51.970 | 84.432 | 83.683 | 47.052 | 47.260| 77.164 | 77.505| 76.271| 76.100 | 70.974| 70.714
62.121| 62.772| 53.688| 53.756| 86.424| 85637 | 48.190| 48429| 77.169| 77.561| 77575| 77.150| 72.240| 71.965
63.641| 64.092| 56.181| 56.171| 88.278| 87.641| 49.911| 50.103| 77.849| 78.147 | 78426| 78173 | 73.376| 72.963
65.011| 65329 59.130( 59.071| 90.954 | 90.421| 51.909| 52.050| 79.250| 79.465| 79.848| 79.674| 74.462| 74221
67.233 | 67516| 62383 | 62.381| 92.787| 92.394| 54.971| 55060 | 82.801| 82936 | 81.762| 81.551| 74.660| 74.496
69.971| 70.162| 65.984| 66.009| 94.301| 94.081| 57.627| 57.614| 85.024| 85.006| 82.358| 82.116| 75.075| 75.017

72171 72.256| 68.945| 68.896| 95.530| 95.349| 61.638| 61.656| 87.953 | 87.978| 85405| 85.329| 76.453| 76.473
74070 74115] 69359 | 69.354| 93.640| 93.577| 64.445| 64.330| 89.409 | 89.250 | 87.006| 86.799| 77.750| 77.715
77.206| 77.292| 70545| 70.524| 91.372| 91.243| 65.881| 65.811| 89.981| 89.885| 85.331| 85.146| 78.325| 78.364
80.147 | 80.143 | 72.768 | 72.711| 90.793| 90.727| 68.354| 68.261| 91.283 | 91.158 | 85.286| 85.174| 79.490| 79.439
82668 | 82528 | 75964 | 75.850| 91.891| 91.908| 71.551| 71.374| 93.068 | 92.837 | 86.553 | 86.484 | 81.489| 81.299
84514 | 84332 | 78948 | 78818 | 93.414| 93.461| 74.140| 73979 | 93270 | 93.068 | 87.724| 87.724| 84.018| 84.034
85350 | 85.163 | 81.535| 81.446| 95531 | 95635| 76.972| 76.814| 93788 | 93536 | 90.185| 90.197 | 86.390| 86.479
86.750 | 86.642 | 83.268 | 83.298 | 95986 | 96.141| 80.412| 80.150 | 95272 | 94.962 | 92.693 | 92.507 | 88.394| 88.235
87.941| 87.891| 82533 | 82557 | 93850 | 93.931| 82.906| 82713 | 94.589| 94368 | 94.274| 94.108 | 89.700 | 89.543
91.638| 91.425| 79524 | 79.405| 86.875| 86.853 | 83.902 | 83.752| 96.059 | 95.888 | 91.657 | 91.608 | 89.709 | 89.814

94509 | 94.428| 82.078| 82.004 | 86.847 | 86.843 | 85.395| 85.304| 96.209| 96.107 | 90.357 | 90.338 | 90.818 | 90.787
94340 | 94303 | 83709 | 83697 | 88.731| 88.753 | 87.047 | 86.995| 95.039 | 94.982 | 92269 | 92.250 | 92.862 | 92.526
95.001| 95.075| 86.413| 86.490 | 90.960 | 90.970 | 89.168 | 89.043 | 95.361| 95.227 | 93860 | 93.655| 94.538 | 94.177
96.020 | 95790 | 88.793 | 88.762 | 92.473 | 92.663 | 90.461 | 90.160 | 95.301| 94.984 | 94.210| 94122 | 95903 | 95.432
96.754 | 96.685| 91.754 | 91.783 | 94.832 | 94.930 | 92.682 | 92.533 | 96.041| 95886 | 95791 | 95706 | 97.307 | 96.958
97923 | 97.930| 95182 | 95.166 | 97.200 | 97.177 | 95.368 | 95393 | 98.654 | 98.680 | 97.390 | 97.410 | 97.743 | 97.637
98.687 | 98.685| 97.148 | 97.089 | 98.440 | 98.383 | 96.641| 96.682 | 98.696 | 98.738 | 97.927 | 97.971 | 98.394| 98471
100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000
101.478 | 101.372 | 103.445 | 103.441| 101.938 | 102.041 | 103.389 | 103.362 | 100.924 | 100.898 | 101.883 | 101.964 | 102.071 | 102.138
. [ 103.655 | 103.631 | 106.529 | 106.630 | 102.773 | 102.894 | 107.336 | 107.315 | 102.909 | 102.889 | 103.551 | 103.556 | 103.467 | 103.561

.| 109.102 | 109.188 | 103.698 | 103.757 | 95.047 | 95.026 | 116.019 | 116.118| 109.773 | 109.867 | 106.340 | 106.347 | 103.870 | 103.999
111,522 | 111.460 | 111.624 | 111.680 | 100.091 | 100.197 | 121.932 | 121.927 | 110.050 | 110.046 | 109.334 | 109.391 | 109.192 | 109.036
109.932 | 109.764 | 114.351 | 114.429 | 104.020 | 104.250 | 126.517 | 126.291 | 105.641 | 105.452 | 115.087 | 115.057 | 117.950 | 117.516
112193 | 111.985 | 117.898 | 117.995 | 105.085 | 105.366 | 131.715| 131.377 | 105.625 | 105.353 | 117.400 | 117.316 | 121.874 | 121.666
115543 | 115.320 | 121.385 | 121.450 | 105.056 | 105.316 | 138.857 | 138.563 | 108.173 | 107.936 | 120.178 | 120.147 | 124.262 | 124.159
1 1
1 1

Nonfarm |5 o+ Nonfarm
business ng'cntgfs business
sector sector

Business
sector

Business
sector

Business
sector

Business
sector

Business
sector

Business
sector

18.005| 117.734 | 124.429 | 124.543 | 105399 | 105.783 | 145.252 | 144.768 | 110.248 | 109.880 | 123.037 | 122.962 | 127.310 | 127.188

10.279 | 110.183 | 113.757 | 113.815| 103.154 | 103.296 | 125.098 | 125.004 | 107.359 | 107.278 | 113.438 | 113.451 | 114.778 | 114.458
109.514 | 109.366 | 113.723 | 113.796 | 103.843 | 104.050 | 125.375 | 125.162 | 105.052 | 104.874 | 114.483 | 114.442 | 117.841 | 117.378
109.600 | 109.422 | 114.527 | 114.617 | 104.495 | 104.747 | 127.623 | 127.376 | 105.529 | 105.325 | 116.444 | 116.407 | 119.055| 118.582
.| 110.282 | 110.035 | 115.396 | 115.488 | 104.637 | 104.956 | 127.877 | 127.528 | 104.682 | 104.396 | 115.954 | 115.898 | 120.088 | 119.607
.| 110.591 ] 110.269 | 116.291 | 116.306 | 105.154 | 105.475 | 128.904 | 128.509 | 104.581 | 104.260 | 116.560 | 116.541 | 121.045| 120.702
111,535 | 111.362 | 117.068 | 117.151 | 104.960 | 105.198 | 130.814 | 130.547 | 105.354 | 105.140 | 117.284 | 117.228 | 121.466 | 121.221
112.900 | 112.738 | 118.589 | 118.721 | 105.039 | 105.307 | 132.867 | 132.542 | 106.092 | 105.832 | 117.686 | 117.567 | 122.328 | 122.151
114.002 | 113.832 | 119.644 | 119.801 | 104.949 | 105.244 | 134.600 | 134.237 | 106.734 | 106.446 | 118.069 | 117.926 | 122.630 | 122.557

114.1311 113.902 | 119.771 | 119.862 | 104.942 | 105.232 | 136.487 | 136.144 | 107.247 | 106.977 | 119.588 | 119.527 | 123.455 | 123.377

115.208 | 114.947 1 121.000 | 121.038 | 105.028 | 105.299 | 138.073 | 137.752 | 107.764 | 107.514 | 119.847 | 119.840 | 124.090 | 124.060

116.115] 115.989 | 122.123 | 122.190 | 105.174 | 105.346 | 139.564 | 139.381 | 108.552 | 108.410 | 120.195 | 120.168 | 124.422 | 124.328

e | 116.671 | 116.394 | 122.646 | 122.712 | 105.121 | 105.428 | 141.242 | 140.869 | 109.034 | 108.745 | 121.060 | 121.028 | 125.062 | 124.852

2025: | ......eeee. | 116.377 | 116.127 | 122.305 | 122.436 | 105.094 | 105.433 | 143.454 | 143.029 | 109.724 | 109.399 | 123.267 | 123.166 | 126.128 | 125.850
| 117.655 | 117.319 | 123.848 | 123.993 | 105.264 | 105.689 | 143.975 | 143.440 | 109.673 | 109.265 | 122.371 | 122.265 | 126.545 | 126.412
119.153 | 118.814 | 125.613 | 125.633 | 105.338 | 105.739 | 146.114 | 145.624 | 110.459 | 110.088 | 122.628 | 122.564 | 127.764 | 127.678

.| 119.690 | 119.338 | 126.063 | 126.112 | 106.316 | 105.677 | 148.329 | 147.855| 111.439 | 111.082 | 123.927 | 123.896 | 128.752 | 128.759

! Output refers to real gross domestic product in the sector.
2 Hours at work of all persons engaged in sector, including hours of employees, proprietors, and unpaid family workers. Estimates based primarily on

estabhshment data.

Wages and salaries of employees plus employers' contributions for social insurance and private benefit plans. Also includes an estimate of wages,
salarles and supplemental payments for the se?f employed.

Hourly compensation divided by consumer price series. The trend for 1978-2024 is based on the consumer pr|ce index retroactive series (CPI-U-RS). The
change for prior years and recent quarters is based on the consumer price index for all urban consumers (CPI-U

> Current dollar output divided by the output index.

Source: Department of Labor (Bureau of Labor Statistics)

412 | Appendix B



TABLE B-33. Changes in productivity and related data, business and nonfarm business

sectors, 1975-2025

[Percent change from preceding period; quarterly data at seasonally adjusted annual rates]
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pplemental payments for the self-employed.
y compensation divided by a consumer price index. See footnote 4, Table B-32.

persons engaged in the sector. See footnote 2, Table B-32.
Wages and salaries of employees plus employers' contributions for social insurance and private benefit plans. Also includes an estimate of wages,
5 Current dollar output divided by the output index.

! Output refers to real gross domestic product in the sector.

2 Hours at work of all

3
salaries, and su

*Hourl

Note: Percent changes are calculated using index numbers to three decimal places

Source: Department of Labor (Bureau of Labor Statistics).
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Production and Business Activity

TABLE B-34. Industrial production indexes, major industry divisions, 1980-2025

[2017=100, except as noted; monthly data seasonally adjusted]

Total industrial production ' Manufacturing
Year or month Index Eﬁ;cne‘g”et 1 Eﬁ;cn%”et Other Mining Utilities
2017=100 from year Total from year Durable Nondurable {non-NAICS) !
earlier earlier
504 -26 483 -35 31.2 737 167.6 935 57.3
51.0 1.3 488 1.0 315 744 1716 9.1 58.1
484 52 46.1 55 287 733 1736 91.4 56.1
497 2.7 483 48 302 767 1786 86.6 56.5
542 89 53.0 98 344 80.2 186.9 922 599
54.8 1.2 539 16 3H2 80.7 1943 904 614
554 1.0 55.1 22 358 83.0 198.3 83.8 619
58.3 52 58.2 57 379 87.4 209.7 84.7 64.9
613 52 613 53 407 904 208.8 86.9 689
61.8 9 61.8 8 N 91.0 205.8 86.0 7.0
624 9 623 8 13 925 2034 87.1 724
61.4 -1.6 61.0 -20 399 92.1 195.1 853 742
632 29 632 37 420 94.6 1911 837 742
653 33 655 36 443 9.9 1925 835 767
687 53 69.4 59 481 9.2 1908 85.0 783
na 47 729 52 522 101.0 190.8 85.0 81.1
753 46 76.6 5.0 57.0 1013 189.0 86.5 834
807 73 83.1 85 64.0 105.1 205.1 88.1 832
855 59 887 6.7 707 106.7 217.3 86.5 855
89.3 45 93.3 52 769 107.4 2236 82.1 88.1
925 36 96.8 37 819 107.9 2230 839 90.7
89.8 =30 93.3 -35 788 104.8 208.5 84.1 90.3
90.0 3 938 4 79.0 106.0 201.5 802 93.0
91.3 14 95.1 14 81.3 106.2 195.7 804 945
936 26 97.9 30 85.0 107.9 196.6 803 9.9
9.7 34 102.0 41 90.0 110.6 196.0 793 9.0
99.0 23 104.7 26 94.4 1112 1935 812 97.7
1016 26 107.6 28 99.2 112.6 182.7 819 100.8
9.1 -34 102.6 -47 9.0 105.9 166.8 83.0 100.4
86.9 114 88.4 -138 779 977 1396 87 975
91.7 56 937 6.0 86.4 999 1291 825 101.2
946 32 9%.4 29 91.8 100.0 1233 877 100.8
975 31 9.9 26 9%.9 100.1 1164 94.7 985
995 20 99.8 9 99.0 100.0 1106 100.6 100.7
102.4 30 100.9 1.1 101.8 994 109.4 1112 102.0
101.0 -14 100.4 -6 100.7 997 105.4 104.6 101.2
988 -22 996 -8 9.6 1005 102.6 91.5 100.8
100.0 1.2 100.0 4 100.0 100.0 100.0 100.0 100.0
103.2 32 101.3 1.3 103.1 99.6 96.7 1133 1049
102.3 -8 993 -20 100.1 98.7 92.5 120.7 104.0
95.1 -1 928 6.5 91.2 94.9 85.3 102.8 101.0
993 44 973 49 %.7 98.6 87.8 106.4 103.0
101.0 17 97.7 4 996 9.4 88.4 114.6 106.2
1008 -2 %.8 -9 99.1 9%5.4 81.1 119.9 1045
100.1 -7 95.8 -1.0 97.0 9.8 770 118.7 106.6
101.3 1.2 %.7 9 985 9.3 725 1203 109.5
2024: Jan ... 992 -1.3 9%5.2 -20 %.8 94.7 776 1148 106.7
Feb .. 100.3 -4 9.5 -7 9.2 95.8 793 120.1 102.5
Mar ... 100.5 -6 %.6 1 %83 95.9 788 1189 104.4
100.2 -1.0 9.0 -1.3 977 95.4 779 119.2 105.9
1009 -1 %.6 -6 9.0 96.2 786 1186 108.2
100.9 8 9.4 -0 977 96.2 784 1194 108.9
100.0 -9 956 -1.2 %.4 96.0 767 1185 107.1
100.4 -4 9.1 -7 974 95.8 76.8 119.6 107.0
99.8 -12 95.6 -1.3 %.3 9.9 713 118.3 106.2
995 -1.0 9.9 -15 95.1 9.9 76.5 119.0 107.1
993 -16 95.1 -17 95.6 9%5.9 737 118.1 105.0
100.3 -3 95.5 -1.2 9.0 9.4 71.8 119.8 110.0
2025: 100.1 8 95.1 -1 9.1 955 730 17.2 112.6
F 101.1 8 9%.4 -1 977 9%.3 752 119.2 M4
101.0 ) 9.8 2 9.2 9.6 750 120.3 107.0
101.1 9 %.7 ) 9.1 9%.5 729 120.0 108.8
101.0 A 9.5 -0 98.6 9.9 716 1205 107.8
1015 ) 96.9 5 9.6 9%.6 711 1214 109.3
1019 19 97.3 1.8 993 9%.8 702 1213 109.9
1016 12 97.3 1.3 994 %.7 704 1224 106.4
101.7 19 973 19 994 %.7 722 1211 107.8
101.2 17 %.6 18 9.6 95.8 746 1201 109.9
1014 2.1 9.9 18 9.7 %.4 729 1212 108.3
101.7 1.3 96.6 12 98.8 95.9 709 1188 114.8

" Total industry and total manufacturing series include manufactur'm? as defined in the North American Industry Classification System (NAICS) plus those

industries—logging and newspaper, periodical, book, and directory publ

industrial sector.

ZPercent changes based on unrounded indexes.

Note: Data based on NAICS; see footnote 1.
Source: Board of Governars of the Federal Reserve System.
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TABLE B-35. Capacity utilization rates, 1980-2025

[Percent '; monthly data seasonally adjusted]

Manufacturing Stage-of-process
Year or month indTl(J);?rly2 2 Durable | Nondurable QOther Mining Utlities Pr;nn]gry
Total goods goods ~ |(non-NAICS)? Crude semi- Finished
finished

80.8 787 716 798 86.9 91.3 855 893 789 79.3
79.6 771 75.3 789 86.6 90.9 84.4 89.3 714 715
736 71.0 66.6 76.4 86.7 84.1 80.0 823 706 73.1
750 736 689 794 879 799 793 80.0 746 73.0
80.5 794 771 82.1 896 86.0 819 859 81.2 712
79.3 78.1 75.8 80.5 89.2 84.7 81.8 84.1 798 76.7
785 784 754 818 88.1 76.5 80.9 785 797 711
81.1 80.9 776 84.8 90.0 80.3 835 829 82.7 78.7
842 83.9 819 86.2 879 84.1 86.8 86.4 85.7 817
837 83.3 81.6 85.0 87.0 85.1 86.9 86.8 84.7 816
824 815 792 84.3 84.6 87.0 86.6 88.0 825 805
799 785 753 824 81.0 854 879 85.7 79.8 784
80.6 796 771 828 796 853 86.4 86.0 81.2 784
815 80.4 786 82.8 81.0 85.8 88.2 859 83.1 785
835 827 815 84.6 81.6 86.8 88.3 879 86.2 793
839 83.1 82.1 84.5 83.1 8.7 89.4 89.1 86.3 79.8
833 82.1 81.3 83.1 83.0 90.5 908 89.1 85.4 794
84.2 83.1 824 837 86.8 91.8 90.1 904 859 80.6
829 81.7 808 822 86.9 89.3 926 87.0 842 804
82.0 80.8 80.7 80.0 86.7 86.2 94.2 86.2 845 783
81.6 799 80.1 789 86.4 90.5 94.3 88.6 842 770
763 740 721 757 81.6 89.8 90.1 854 776 728
75.1 732 704 76.0 80.5 859 87.6 83.1 717 705
76.2 74.3 ni 76.9 80.4 87.1 85.6 84.9 78.7 714
783 76.7 744 79.0 82.0 88.3 84.4 86.6 80.7 733
803 788 76.8 80.7 82.1 88.2 849 86.4 82.1 759
80.6 789 717 80.2 81.0 89.6 836 87.7 81.5 76.6
80.8 791 787 799 762 88.9 85.7 88.3 81.2 715
717 74.6 75.1 745 i 89.4 84.1 872 16.7 74.1
68.4 653 616 69.8 62.6 80.3 80.5 780 65.5 67.9
734 705 69.0 731 61.6 833 829 829 71.8 709
76.1 733 730 747 62.8 859 814 848 744 733
77.0 746 755 746 62.5 87.3 784 85.7 749 745
71.2 749 757 75.1 63.2 85.0 80.0 845 76.2 738
786 763 778 757 66.4 86.4 80.9 853 779 753
771 76.8 770 773 68.1 76.7 80.1 76.9 779 763
754 76.2 75.3 71.6 70.2 66.8 79.0 70.9 712 75.2
76.4 71.0 76.2 783 726 7 714 74.1 718 757
792 788 787 791 741 80.6 80.7 81.0 805 769
779 714 76.6 784 753 798 79.2 794 79.1 759
723 730 69.7 76.6 737 64.4 753 67.4 74.1 721
76.9 71.3 742 80.7 80.4 75.9 754 711 78.1 755
785 717 76.0 79.3 85.2 836 76.6 824 79.3 754
71.3 76.8 754 78.1 81.8 85.0 733 82.9 771 75.2
76.1 755 733 718 81.6 834 727 821 76.1 737
76.0 755 736 774 80.9 84.3 ni 82.8 758 735
2024: Jan . 758 753 735 771 80.4 81.1 738 797 760 739
Feb .. 76.5 76.2 745 779 82.6 84.7 70.7 825 76.0 748
Mar . 76.6 76.3 745 78.0 824 83.8 79 82.2 76.3 747
76.4 75.8 74.0 776 818 83.9 127 822 76.2 743
76.8 76.2 742 782 82.9 83.4 741 82.3 76.9 745
76.8 76.0 739 78.1 83.0 839 744 828 76.7 743
76.0 75.3 728 780 815 832 730 81.8 76.0 736
76.3 756 735 718 820 839 727 82.2 76.3 738
75.7 75.2 726 719 82.9 83.0 72.0 82.0 75.8 731
754 746 716 718 82.3 834 723 824 75.8 720
752 747 7.9 718 19.7 82.7 70.6 82.2 75.2 72.3
759 75.0 722 78.1 78.0 839 738 83.1 76.2 726
2025: 756 74.6 722 71.2 795 820 752 815 763 72.3
76.3 755 733 718 82.3 83.4 742 82.2 76.6 735
76.1 758 736 78.0 82.5 84.2 71.0 824 76.0 739
76.1 756 735 779 80.5 84.0 79 82.7 76.0 737
759 755 738 712 794 84.4 71.0 827 757 735
76.2 75.6 737 711 79.2 85.1 ni 834 76.0 13.7
76.4 759 742 718 785 85.0 718 836 759 74.2
76.1 759 742 716 79.0 85.9 69.3 842 753 740
76.0 758 74.1 715 814 85.0 70.0 835 754 739
75.6 751 735 76.6 84.5 84.3 7 82.6 754 132
756 753 735 71.0 82.9 85.2 69.8 83.0 753 732
75.8 75.0 735 76.5 81.0 835 738 818 76.0 732

T Qutput as percent of capacity.
2 See footnote 1 and Note, Table B-34.

Source: Board of Governors of the Federal Reserve System.
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TABLE B-36. New private housing units started, authorized, and completed and houses sold,
1980-2025

[Thousands; monthly data at seasonally adjusted annual rates]

New housing units started New housing units authorized '
New New
Year or month Type of structure Type of structure hzﬁgg hou‘sdes
. 2t04 5 units . 2to4 5units | completed 0
Total 1 unit units 2 or more Total 1 unit units or more

12922 852.2 1095 3305 1,190.6 7104 1145 365.7 1,501.6 545
1,084.2 7054 91.2 287.1 985.5 564.3 1018 3194 1,265.7 436
1,062.2 662.6 80.1 3196 1,000.5 546.4 88.3 365.8 1,005.5 12
1,703.0 1,067.6 1135 522.0 1,605.2 901.5 1337 570.1 1.390.3 623
1,749.5 1,084.2 1214 543.9 1,681.8 9224 1426 616.8 1,652.2 639
1,741.8 10724 35 576.0 17333 956.6 120.1 656.6 1,703.3 688
1,805.4 11794 84.0 542.0 1,769.4 1,077.6 1084 583.5 1,756.4 750
1,620.5 1,146.4 65.1 4087 1,534.8 1.024.4 893 4211 1,668.8 671
1,488.1 1,081.3 58.7 348.0 1,455.6 993.8 757 386.1 1,529.8 676
1,376.1 1,003.3 553 3176 13384 931.7 66.9 3398 14228 650
1,192.7 894.8 376 2604 1,108 7939 543 262.6 1,308.0 534
1,013.9 840.4 356 1379 948.8 7535 431 152.1 1,090.8 509
1,199.7 1,029.9 309 139.0 1,094.9 910.7 458 1384 1,157.5 610
1,287.6 11257 294 1326 1,199.1 986.5 524 160.2 11927 666
1,457.0 11984 352 2235 1.371.6 1,068.5 62.2 241.0 1,346.9 670
1,354.1 1,076.2 338 2441 13325 997.3 63.8 2715 13126 667
1,476.8 1,160.9 453 2708 14256 1,069.5 65.8 290.3 14129 757
1474.0 11337 445 295.8 14411 1,062.4 68.4 3103 1,400.5 804
1,616.9 12714 426 3029 16123 1,187.6 69.2 355.5 1474.2 886
1,640.9 1.302.4 319 306.6 1,663.5 12487 65.8 3511 1,604.9 880
1,568.7 12309 87 299.1 1592.3 1,198.1 64.9 3293 15737 877
1,602.7 12733 366 292.8 1,636.7 1,235.6 66.0 3352 1,570.8 908
1,704.9 1,358.6 385 307.9 1,747.7 1.332.6 737 M4 16484 973
1,847.7 1,499.0 35 3152 1,889.2 1,460.9 825 3458 1,678.7 1,086
1,955.8 1,610.5 423 303.0 2,070.1 16134 90.4 366.2 1,841.9 1,203
2,068.3 1,715.8 411 3114 2,155.3 1,682.0 84.0 389.3 19314 1,283
1,800.9 14654 427 292.8 18389 1,378.2 76.6 384.1 1.979.4 1,051
1,355.0 1,046.0 31.7 277.3 13984 979.9 59.6 359.0 1,502.8 776
905.5 622.0 175 266.0 905.4 575.6 344 2954 1.119.7 485
554.0 445.1 116 97.3 583.0 441 207 1211 794.4 375
586.9 a2 114 104.3 604.6 473 220 135.3 651.7 323
608.8 4306 109 167.3 624.1 185 21.6 184.0 584.9 306
780.6 536.3 114 2339 829.7 518.7 259 285.1 649.2 368
924.9 617.6 136 2937 990.8 620.8 29.0 3411 764.4 429
1,003.3 647.9 137 3417 1,052.1 640.3 299 382.0 883.8 437
1111.8 7145 15 385.8 11826 696.0 321 4545 968.2 501
11738 7815 11.5 380.8 1,206.6 750.8 348 4211 1,059.7 561
1,203.0 848.9 11.4 3427 1,282.0 820.0 372 4248 1,152.9 613
1,249.9 875.8 139 3603 1,328.8 855.3 397 4338 1,184.9 617
1,290.0 887.7 134 3889 1,386.0 862.1 426 4814 1,255.1 683
1,379.6 990.5 12.3 376.8 14711 979.4 472 4445 1,286.9 822
1,601.0 1121.2 1.7 462.1 1,731.0 11154 529 568.8 1,341.0 71
1,552.6 1,005.2 16.4 531.0 1,680.4 9739 55.2 651.3 13905 641
1,420.0 947.7 134 458.8 15111 920.0 54.7 536.4 1,448.8 666
1,367.1 1,012.9 18.0 336.2 1,478.0 981.9 54.5 4416 1,626.9 686
1,356.9 940.6 19.1 397.3 14262 909.3 55.1 461.8 1,488.0 677
1,381 350 1,545 1,039 52 454 1,500 681
1,562 396 1,577 1,032 58 487 1,674 658
1312 260 1,476 986 51 439 1,487 692
1,385 326 1,459 983 56 420 1,662 79
1316 301 1,407 959 55 393 1,561 665
1327 329 1,461 945 48 468 1,731 671
1,265 369 1,436 945 53 438 1,635 710
1,391 348 1,476 %7 57 452 1,755 693
1,357 299 1,434 962 60 412 1,671 ni
1,352 389 1428 97 53 408 1,636 621
1,295 266 1,508 973 51 484 1618 675
1514 406 1,480 989 57 434 1,527 718
1,358 334 1,460 988 56 416 1,651 662
1,490 364 1,454 992 58 404 1,565 642
1,355 393 1,481 972 58 451 1,566 660
1,398 432 1422 923 61 438 1,475 706
1,282 313 1,394 899 53 442 1,542 627
1,382 433 1,393 866 50 477 1,385 662
1420 449 1,362 875 55 432 1,455 639
1,291 4 1,330 858 52 420 1,556 706
1,328 481 1415 880 56 479 1,372 719
1,272 353 1411 878 55 478 1430 650
1,324 378 1,388 896 56 436 1,463 764
Dec? 1,387 %2 .. 406 1,455 881 51 523 1457 712

1 Authorized by issuance of local and bui\din% ermits in ermit»issuin%glaces: beginning with 2023, annually ugdaled universe of approximately 20,000
plages; 20,100 for 2014-2022; 19,300 for 2004-2013; 19,000 for 1934-2003; 17,000 for 1984-93; and 16,000 for 1980-83.
Monthly data do not meet publication standards because tests for identifiable and stable seasonality do not meet reliability standards.

Note: One-unit estimates prior to 1999, for new housing units started and completed and for new houses sold, include an upward adjustment of 3.3 percent
to account for structures in permit-issuing areas that did not have permit authorization.

Source: Department of Commerce (Bureau of the Census).
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TABLE B-37. Manufacturing and trade sales and inventories, 1983-2025
[Amounts in millions of dollars; monthly data seasonally adjusted]

Total manufacturin : Merchant Retail ]
dtate Manufacturing wholesalers trade fetal
Year or month asgrviggs
Sales? tlgr‘fgga Ratio# | Sales? tlgr‘fgga Ratio# | Sales? tlgr‘fgga Ratio# | Sales2 tlgr‘fgga Ratio®|| sales
369,286 | 590,287 1.56 | 172,547 312,379 1781 99,225 130,075 1.28| 97514| 147833 | 144]|.
410,124 649,780 153| 190,682 | 339,516 1.73| 112,199 | 142,452 123| 107,243 | 167812 1.49]|.
422,583 | 664,039 1.56 | 194,538 | 334,749 1.73| 113,459 | 147,409 1.28| 114,586 | 181,881 1.521].
430,419| 662,738 155| 194,657 | 322,654| 168| 114960 153574| 1.32| 120,803| 186510| 1.56||.
457,735 709,848 | 1.50| 206,326| 338,109| 1.59| 122968| 163903| 1.29| 128442| 207,836| 155]|.
497,157 | 767,222 149| 224619 369,374 157| 134521| 178,801 130| 138,017 219,047| 154]f.
527,039| 815455| 152| 236,698| 391212| 1.63| 143,760 | 187,009 1.28| 146,581| 237,234 1.58]|.
545909 | 840594 | 152| 242,686| 405073 1.65| 149,506| 195833 | 1.29| 153,718| 239,688| 1.56
542,815| 834,609 1.53| 239,847 | 390,950 1.65| 148,306 | 200,448 1.33| 154,661| 243211 1.54
567,176 | 842,809 | 1.48| 250,394 | 382510 1.54| 154,150 208,302| 1.32| 162,632| 251,997 1.52
535,620 | 828,308 1.53| 242,002| 378609 | 1.57| 147,261| 196,914 | 1.31| 146,357| 252,785| 1.67| 162,878
562,472 | 855,017 150| 251,708 379,806 150| 154,018 204,842 130| 156,746 | 270,369 | 1.68 174,309
604,942 | 918,423 1.46| 269,843 | 399934 | 1.44| 164,575| 221,978 1.29| 170524 | 296,511 1.66 188,867
649,685 | 977,873 148| 289973 | 424802 1441 179915 238,392 129| 179,797 314679 1.72 198,809
681,680 | 996,068 | 1.45| 299,766| 430,366| 1.44| 190,362 | 241,058| 1.27| 191553| 324,644 1.67| 211,305
718,094 | 1,036,516 1411 319558 443227 1.37] 198,154 | 258,454 1.26| 200,382 | 334,835 164 221,377
736,922 | 1,067,789 1.43| 324,984| 448,373 1.39| 202,260| 272,297 1.32| 209,678| 347,119 162 231,643
780,524 | 1,127,309 1.40| 335991| 463,004 1.35] 216,597 | 290,182 1.30| 227,937| 374,123 159 250,909
828,174 | 1,187,650 1.40| 350,715| 480,748 1.35| 234,546| 309,191 129 242912| 397,711 1.59 267,536
8124751 1,109,842 | 1.42| 330,875| 427,353| 1.38| 232,096| 297536| 1.32| 249,504| 384,953 158 275,156
817,223 11,129,900 1.36| 326,227| 423,028 1.29| 236,294| 301,310 1.26| 254,702| 405562 155 281,475
84848411,137,790 | 1.34| 334616| 408302| 1.25| 248190| 308274| 1.22| 265678 421.214| 156 293,9%
919,603 | 1,230,005 1.30| 359,081| 441222 1.19] 277,501| 340,128 117| 283,021| 448,655| 1.56 313,296
999,369 | 1,303,339 | 1.27| 395173 | 474,639| 1.17| 303,208| 367,815| 1.17| 300,988| 460,885 1.51 333,173
1,062,553 | 1,399,095 128| 417963 | 523,476 120| 328438 398,773 117| 316,152 | 476,846 | 1.49 350,490
1,121,377 | 1,477,562 1.28| 443,288 | 563,043 1.22| 351,956 | 424,631 17| 326,132 | 489,888 | 1.49 362,249
1,154,300 | 1,455,315 1.31| 455750 543273 1.26| 377,085| 445779 120| 321,465 466,263| 1.51 358,548
982,705 1,321,703 | 1.38| 368,648| 505025| 1.39| 319,217| 398,096| 1.29| 294,839| 418582 146 331574
1,082,737 | 1,440,606 | 1.27| 409,273 | 553,726| 1.28| 361,600| 443292 1.15| 311,864 | 443588| 1.39| 349,820
1,200,233 | 1,556,708 1.26| 457,658| 607,035 1.29| 407,302 | 488,877 1.15| 335,272| 460,796 1.35 375,565
1,260,673 | 1,647,563 1.28| 474,727| 625,232 1.30| 434,294| 525,627 1.18| 351,652| 496,704| 1.37 394,342
1,299,350 | 1,717,040 1.29| 484511| 632374 1.30| 450,122 | 550,413 1.19] 364,717| 534,253| 1.41 409,008
1,339,013 11,779,016 |  1.31] 490,751 643319| 1.31| 468,666| 585484| 1.22| 379597| 550,213 | 1.43|| 426,599
1,295,889 | 1,811,571 1.39| 461,086| 638,420 140| 448277| 596,850 1.33| 386,526| 576,301 1.46 437,418
1,288.274| 1,845,368 | 1.42| 446966| 635625 1.42| 444712| 611,347 1.35| 396596| 598396| 1.49|| 450,280
1,349,947 | 1,904,773 1.39| 462,400| 658,658 1.39| 475,081| 632,638 131 412,467| 613,477 147 468,979
143223111,9%,882 | 1.36| 493366| 683417| 1.37| 508,768| 671,324| 1.28| 430,097| 641,141| 1.45|| 489,840
1,432,378 | 2,040,343 142 483122| 717,140 145| 506,978| 680,111 135| 442,278| 643,092 1.46 505,390
1,381,399 | 1,992,588 144\ 441524| 715,771 161| 484,270| 666,216 1.37| 455,606| 610,601 134 508,980
1,634,649(2,265965| 1.29| 517,867| 832,745 1.49| 583,475 785918| 1.24| 533307| 647,302 1.14|| 602116
1,835,072 | 2,593,136 1.36| 587,389| 939,060 153| 671,342| 924,269 131 576,342| 729,807 1.23 656,129
1,834,886( 2,591,108 | 1.41| 587,115| 933564| 159| 658,323| 895920| 1.37| 589,448| 761,624| 127|| 678289
1,870,421 2,638,369 140 593,498| 941,027 1.58| 671,533| 891,703 1.34| 605391| 805639 1.31 698,831
1,933,542 | 2,676,625 | 1.38| 603,486 | 949,081 1.57| 703492 | 914350 | 1.29| 626,564| 813,194| 1.29|| 725,000
1,829,619 12,585,336 | 1.41| 584,255| 932,239| 160| 656,420 | 889,437| 1.35| 588,944 | 763,660 | 1.30| 680,456
1,847,926 | 2,594,839 140| 587,042 | 933,569 159| 667,678 892,709 1.34| 593,206 | 768,561 1.30 685,280
1,844,217 12590962 | 1.40| 590,400 934,012| 158| 657,848| 887,937 1.35| 595969 | 769,013| 1.29|| 687,641
1,851,860 | 2,599,646 140 595413| 935587 1.57| 660,771| 888,010 1.34| 595,676| 776,049| 1.30 687,602
1,855,956 | 2,611,183 | 1.41| 590,334 | 936,426| 1.59| 665250| 893,110| 1.34| 600,372| 781,647| 1.30|| 692,774
1,854,041 2,618,815 1411 591,770| 935,183 158| 662,292 | 894,462 135| 599,979| 789,170 1.32 692,449
1,872,82112,628273| 1.40| 597,331 | 934,978| 157| 669,676| 896,740 1.34| 605814 | 796555| 1.31 698,835
1,867,808 | 2,635,958 141| 593,766 | 935844 | 158| 670,441| 898,441 1.34| 603,601 | 801,673 1.33 697,039
1,877,494 12,637,086 1.40| 592,881 | 934,025| 158| 675839| 895719| 1.33| 608,774 | 807,342 1.33|| 703,055
1,877,521 | 2,640,959 1411 590,720| 934,085 1.58| 674,029| 898,061 1.33| 612,772| 808813 1.32 708,290
1,888,646 | 2,646,596 | 1.40| 593,730 938,291 158| 678,572| 898579| 1.32| 616,344 | 809,726| 1.31 711,853
.. 11,904,133 | 2,638,369 1.39| 596,142 | 941,027 1.58| 686,278| 891,703 1.30| 621,713| 805639 1.30 717,265
.| 1,889,885 2,649,456 140| 598,328| 941,981 157 676,577| 900,015 1.33| 614,980| 807,460 1.31 711,095
1,912,617 | 2,653,551 1.39| 602,132| 943,013 1.57| 693,771] 903,934 1.30| 616,714 806,604 | 1.31 711,757
1,924,921 | 2,655,706 1.38| 600,663| 944,064 157 699,137| 907,090 1.30| 625121| 804,552 1.29 722,572
1,921,556 | 2,656,059 | 1.38| 598,633 | 943249| 158| 699,402| 908,309| 1.30| 623521| 804501| 1.29|| 721,789
1,914,247 | 2,655,931 1.39] 599,560| 944,036 157| 696,650| 905,458 1.30| 618,037| 806,437 1.30 716,101
1,928/435| 2,660,978 | 1.38| 602992| 946,202| 1.57| 701,297| 906,960 1.29| 624,146| 807,816| 1.29|| 723,033
1,947,836 | 2,664,749 1.37| 608530| 948,226 156| 710,559| 908,006 128| 628,747| 808517 1.29 721,127
1,948,357 | 2,663,591 1.37| 606,847| 947,640 156| 709,361| 907,383| 1.28| 632,149| 808,568| 1.28] 731,700
1,946,691 2,670,511 137| 606522| 946,694| 156| 707,774| 911,532 129| 632,395| 812,285| 1.28 732,192
1,943249(2,676595| 1.38| 607,176| 947,012 156| 704,727| 913,477 1.30| 631,346| 816,106 1.29|| 731,051
1,955,217 | 2,677,084 |  1.37| 606,008 | 948592 157| 714,732 | 915713 128| 634477 812,779 1.28 734,718
1,968,599 | 2,676,625 1.36| 610,055 949,081 156| 723,871 914,350 126| 634673 813,194 1.28 734,685

! Excludes manufacturers’ sales branches and offices.
Annual data are averages of monthly not seasonally adjusted figures.

3 Seasonally adjusted, end of period.
: Inventory/sales ratio. Monthly inventories are inventories at the end of the month to sales for the month. Annual data are the average of monthly ratios for
the year.

rayFood services included on Standard Industrial Classification (SIC) basis and excluded on North American Industry Classification System (NAICS) basis. See
last column for retail and food services sales.

8 Effective in 2001, data classified based on NAICS. Data on NAICS basis available beginning with 1992. Earlier data based on SIC. Data on both NAICS and
SIC basis include semiconductors.

Source: Department of Commerce (Bureau of the Census).
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Prices

TABLE B-38. Changes in consumer price indexes, 1984-2025

[For all urban consumers; percent change]
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2 Data be

other iten 1 parately. )
inning with 1983 incorporate a rental equivalence measure for homeowners' costs.

3 Commodities and services.

“Household ener

5
changes in relative prices. Data for 2025 are subject to revision.

gy-electricity, utility (piped) gas service, fuel oil, etc.—-and motor fuel. _ o
Chained consumer price index (C-CPI-U) introduced in 2002. Reflects the effect of substitution that consumers make across item categories in response to

Note: Data for October 2025 are unavailable due to the 2025 lapse in appropriations.

Source: Department of Labor (Bureau of Labor Statistics).
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TABLE B-39. Price indexes for personal consumption expenditures, and percent changes,
1975-2025

[Chain-type price index numbers, 2017=100; monthly data seasonally adjusted]

Personal consumption expenditures (PCE) Percent change from year earlier
Year or month Energy | PCE Energy PCE

Total Goods | Services | Food' gggds foé%sgnd Total Goods | Services | Food' ggﬁds fogasgnd

services | energy services* | energy
26860 | 46.159| 19.302| 30.338| 20507 | 26.899 8.3 8.1 86 75 99 84
28333 | 47.966| 20.641| 30902| 21.883| 28534 55 39 6.9 19 6.7 6.1
30.176| 50.526| 22203 32722 23732| 30.369 6.5 53 16 59 8.4 6.4
32276| 53626 23910| 35853| 25.068| 32.382 70 6.1 17 96 56 6.6
35143 58698 25915| 39374| 31.260| 34.743 89 95 8.4 98 247 73
38928| 65271| 28610 42685 40.840| 37.936 10.8 12 104 84 306 92
42415 70120| 31.541| 45726| 46.332| 41.260 9.0 74 10.2 71 134 838
4771 72031 34017| 46.929| 47.141| 43942 56 2.7 79 26 17 6.5
46676| 73331| 36.106| 47468| 47582| 46.191 43 18 6.1 1.1 9 5.1
48439| 74718| 37.985| 48.894| 48182| 48.106 38 19 52 30 13 41
50128| 75917| 39.843| 49426 48690| 50.060 35 16 49 1.1 1.1 41
51219| 75562| 41.480| 50589 42663| 51.788 22 -5 41 24 -124 35
52.802| 77.992| 42.726| 52186 43.135| 53.460 31 32 30 32 1.1 32
54.865| 80.048| 44.769| 53742| 43.465| 55732 39 26 48 30 8 42
57.261| 83.128| 46.880| 56.576| 46.033| 58.045 44 38 47 53 59 42
59.775| 86.532| 49.029| 59.340| 49.925| 60397 44 41 46 49 85 41
61.774| 88647| 50.946| 61203| 50.146| 62.554 33 24 39 31 4 36
63420 89.717| 52758| 61673| 50.380| 64.456 27 12 36 8 5 30
65.000| 90.496| 54.582| 62.535| 50.838| 66.206 25 9 35 14 9 27
66.356| 91.417| 56.066| 63582| 51.036| 67.688 21 1.0 27 17 4 22
67.754| 92271| 57.632| 64.960| 51438 69.163 21 9 28 22 8 22
69.203| 93.285| 59.214| 66.942| 53846 70474 21 1.1 27 31 47 19
70407| 93177| 60.883| 68218 54411 71.718 1.7 -1 28 1.9 1.0 18
70967 91777\ 62172| 69.075| 49.818| 72630 8 -15 21 1.3 -84 13
72001 92.258| 63409 70.206| 51.836| 73.583 15 5 20 1.6 41 13
73.822| 94089| 65210 71.850| 61307| 74.898 25 20 28 23 18.3 18
75302 | 94018 67.292| 73946| 62839| 76317 20 -1 32 29 25 19
76291 93122 69.033| 75063| 59.176| 77.593 13 -1.0 26 15 58 17
77.894| 93003| 71.336| 76484| 66654 78845 21 -1 33 19 12.6 1.6
79827| 94311| 73528| 78870 74217| 80.3% 25 14 31 3.1 1.3 20
82.127| 96.203| 75998| 80.248| 87.026| 82.158 29 20 34 17 17.3 22
84440\ 974941 78750| 81597 96.940| 84.126 28 13 36 17 14 24
86.607| 98576| 81.388| 84.781| 102.776| 86.001 26 1.1 33 39 6.0 22
89.170| 101.524| 83783| 89.944| 117.422| 87.688 30 30 29 6.1 14.3 20
88.921| 99.084| 84432 91.013| 95195| 88503 -3 24 8 12| -189 9
90514 | 100533 | 86.077| 91.285| 104.698| 89.785 18 15 19 3 10.0 14
92.804| 104.325| 87.742| 94930| 121.281| 91.209 25 38 19 40 158 16
94.534| 105620 89.648| 97.183| 123.001| 92.897 19 1.2 22 24 14 19
95781| 105.049| 91.659| 98.140| 121.900| 94.285 1.3 -5 22 1.0 -9 15
97.121| 104542| 93795| 100.016| 120.890| 95.697 14 -5 23 19 -8 15
97.299| 101.350| 95.462| 101.141| 99.190| 96.874 2 =31 18 1.1 -18.0 1.2
98.284| 99710 97.629| 100.130| 91.982| 98.426 1.0 -1.6 23 -1.0 -1.3 1.6
100.000| 100.000| 100.000| 100.000| 100.000| 100.000 17 3 24 -1 8.7 1.6
102.047| 100.811| 102.626| 100.517| 108.054| 101.897 20 8 26 5 8.1 19
103.509| 100.426| 104.965| 101.528| 105.725| 103.573 14 -4 23 1.0 -22 1.6
104666 | 99.666| 107.088| 104.888| 96.836| 104.976 1.1 -8 20 33 -84 14
108.972| 104.599| 111.044| 108.159| 116.901| 108.705 41 49 37 31 207 36
116.100| 113.639| 117.130| 119.318| 146.948| 114.511 6.5 86 55 10.3 257 53
120511| 115.037| 123.091| 125328| 138.936| 119.289 38 12 5.1 50 -55 42
123666| 114.538| 128.119| 126.956| 136.077| 122.802 26 -4 41 1.3 -2 29
126.923| 115.325| 132646 | 129.400| 135.684| 126.263 26 7 35 19 -3 28
122230 114.373| 126.033| 126458 | 136559 | 121.217 27 -5 43 15 -46 32
122598 | 114.822| 126.359| 126,694 | 138.406| 121537 2.7 -3 42 14 22 31
123.038| 114.925| 126.970 | 126.607| 139.117| 122.009 29 0 43 15 14 31
1233411 115.106| 127.335| 126.490| 140.490| 122.304 28 0 42 13 18 30
123348 | 114759 | 127522 | 126553 | 138523| 122.383 27 -3 41 12 30 28
123539 | 114585| 127.901| 126,667 | 136.253 | 122677 25 -4 40 13 4 28
123736 | 114.500| 128.242 | 126.803| 135620| 122.911 26 -2 39 12 4 28
123889 | 114.313| 128569 | 126.878| 134.268| 123.128 24 -9 40 11 -50 29
124.164 | 114.234| 129.027 | 127.183| 132.850| 123.466 23 -1.2 39 1.2 -8.1 28
124494 114248 | 129521 | 127.389| 132.505| 123.832 25 -1.0 41 1.0 6.0 30
124.637| 114.233| 129.744| 127.716| 132.566| 123.962 26 -4 40 14 -40 30
124.979| 114.360| 130.198| 128.032| 135.766| 124.196 27 -1 40 16 -1.0 30
1254171 114.921| 130571 | 128440\ 137.457| 124587 26 5 36 16 7 28
125921| 115.184| 131.198| 128425| 137.635| 125.145 27 3 38 14 -6 30
125.941| 114.627| 131519| 129.005| 133.876| 125.267 24 -3 36 19 -38 2.7
126.150| 114.762| 131.767| 128647 | 134.607| 125.502 23 -3 35 17 4.2 26
126.380 | 114.844| 132071| 128.870| 133.307| 125.790 25 1 36 18 -38 28
126.743| 115300 132.386| 129.209| 134.540| 126.121 26 ) 35 20 -13 28
126960 | 115.147| 132.795| 129.072| 133.085| 126.430 26 6 36 18 -19 29
127.293| 115.299| 133.220| 129672| 134.128| 126714 27 9 36 22 -1 29
127625| 115.825| 133452| 130.252| 136.389| 126.954 28 14 34 24 27 28
127.873| 115738 | 133.872| 130.236| 136.030| 127.245 27 1.3 34 22 27 28
Nov?.. 128.155| 115903 | 134.215| 130.218| 138.402| 127.473 28 15 34 20 44 28
Dec? .. 128.615| 116.346| 134681 | 130.758| 138.750| 127.929 29 17 34 21 22 30

| L Ff(_)o&i co?sists of food and beverages purchased for off-premises consumption; food services, which include purchased meals and beverages, are not
classified as food.
Consists of gasoline and other energy goods and of electricity and gas services.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B—40. Money stock and debt measures, 1990-2025

[Averages of daily figures, except debt end-of-period basis; billions of dollars, seasonally adjusted]

M1 M2 Debt Percent change
Sum of currency, demand M1 plus From year or From
deposits, travelers checks, savings deposits, Debt of i previous
Year and month pand other checkable retagwl M!\%MF domestic 6 months earlier period ®
dgposits; '\chu_de_s sa'\\//%ngs bahances” nonfinancjal
leposits beginning May and sma sectors
20201 time deposits 2 M M2 Debt
December:
1990. 824.7 32118 11,299.8 40 38 6.5
897.0 33722 11,8215 8.8 3.1 47
1,024.9 34247 12.377.3 143 16 46
1,129.6 34745 13,103.1 10.2 15 5.7
1,150.7 3,486.4 13,798.0 1.9 3 53
11215 36295 14,4915 -2.0 41 49
1,081.3 38186 15,259.4 4.1 52 53
1,072.3 4,0329 16,138.9 -8 56 58
1,095.0 4,375.6 17,278.6 2.1 85 7.1
11222 4,639.3 18,460.6 25 6.0 6.6
1,088.6 49276 19,317.6 -30 6.2 47
11832 5,440.5 20,4286 8.7 104 58
1,220.2 57794 21,805.0 31 6.2 6.7
1.306.2 6,073.8 23,5401 7.0 5.1 18
1,376.0 6,424.5 26,478.8 53 58 92
1,374.3 6,687.8 28,7737 =1 4.1 8.7
1,366.6 7,080.1 31,2353 -6 59 85
13734 74839 33,7388 5 57 8.1
1,601.7 82047 35,605.6 16.6 96 59
1.692.8 85122 36,546.2 57 37 35
1.837.2 8,823.2 37,9280 85 37 42
21725 96839 39,207.2 18.3 98 38
24707 10,484.1 40,876.6 137 8.3 47
2,687.4 11,060.1 42,5206 8.8 55 43
29723 11,717.6 441235 10.6 59 39
31261 12,387.9 45,9472 52 5.7 46
33706 13,2349 47,9207 78 6.8 44
36371 13,881.7 50,0939 19 49 43
3,780.7 14,386.8 52,772.4 39 36 47
4,020.3 15,347.5 55,241.1 6.3 6.7 47
17,809.3 19,115.7 62,0634 246 124
204247 21,4985 66,6237 14.7 125 6.3
19,7382 21,2909 70,2184 -34 -1.0 56
17,979.2 20,777.8 73,7789 -89 -24 5.1
18,3923 21,4853 76,871.0 2.3 34 47
19,100.8 22,386.9 80,719.3 39 42 52
18,001.0 20,843.7 —4.0
18,031.2 20,9269 -25
18,047.0 20,9732 -12
17,997.4 20,9588 . -8
18,029.3 21,0199 . 3
18,042.7 21,067.7 75,405.6 7
18,039.7 21,0944 . 4
18,103.2 21,1858 . 8
18,165.2 21,268.6 76,470.7 1.3
18,227.3 21,3310 . 26
18,354.9 21,4516 . 36
18,392.3 21,4853 76,871.0 39
18,461.5 21,5476 . 47
18,511.3 21,6132 . 45
18,555.6 21,6935 77,4507 43
18,621.8 21,7755 . 43
18,662.8 21,8338 . 34
18,746.7 21,9387 719799 39
18,803.7 22,0199 . 37
18,840.3 22,086.8 . 36
18,903.9 22,1698 79,697.3 38
18,986.0 22,2504 . 39
19,022.7 2229651 .. . 39
19,100.8 22,386.9 80,719.3 38

' Beginning May 2020, M1 includes savings deposits. Prior to May 2020, savings deposits were not included in M1. See the H.6 statistical release for

additional details.

2 Money market mutual fund (MMMF). Savings deposits include money market deposit accounts.
Consists of outstanding debt securities and loans of the U.S. Government, State and local governments, and private nonfinancial sectors. Quarterly data
shown in last month of quarter. End-of-year data are for fourth quarter.
Annual changes are from December to December; monthly changes are from six months earlier at an annual rate.

® Debt growth of domestic nonfinancial sectors is the seasonally adjusted borrowing flow divided by the seasonally adjusted level of debt outstanding in the
previous period. Annual changes are from fourth quarter to fourth quarter; quarterly changes are from previous quarter at an annual rate.

Note: For further information on the composition of M1and M2, see the H.6 release.
For further information on the debt of domestic nonfinancial sectors and the derivation of debt growth, see the Z.1 release.
Source: Board of Governors of the Federal Reserve System.

420 | Appendix B



TABLE B-41. Consumer credit outstanding, 1977-2025

[Amount outstanding (end of month); millions of dollars, seasonally adjusted]

Total
Year and month consumer Revolving Nonrevolving 2
credit!
December:

1977 ... 260,562.70 37,414.82 223,147.88
306,100.39 45,690.95 260,409.43
348,589.11 53,596.43 294,992.67
351,920.05 54,970.05 296,950.00
371,301.44 60,928.00 310,373.44
389,848.74 66,348.30 323,500.44
437,068.86 79,027.25 358,041.61
517,278.98 100,385.63 416,893.35
599,711.23 124 ,465.80 475,245.43
654,750.24 141,068.15 513,682.08
686,318.77 160,853.91 525,464.86
731,917.76 184,593.12 547,324 64
794,612.18 211,229.83 583,382.34
808,230.57 238,642.62 569,587.95
798,028.97 263,768.55 534,260.42
806,118.69 278,449.67 527,669.02
865,650.58 309,908.02 555,742.56
997,301.74 365,569.56 631,732.19

1,140,744 .36 443,920.09 696,824.27
1,253,437.09 507,516.57 745,920.52
1,324,757.33 540,005.56 784,751.77
1,420,996.44 581,414.78 839,581.66
1,531,105.96 610,696.47 920,409.49
1,716,969.72 682,646.37 1,034,323. 35
1,867,852.87 714,840.73 1,153,012.14
1972,12.21 750,947 .45 1,221,164.76
2,077,360.69 768,258.31 1:309,102.38
2,192,246.17 799,552.18 1,392,693.99
2,290,928.13 829,518.36 146140978
2,456,715.70 923,876.78 1,532,838.92
2,609,476.53 1,001,625.30 1,607,851.24
2,643,788.96 1,003,997.04 1,639,791.92
2555,016.64 916,076.63 1,638,940.01
2,646,811.26 839,102.67 1,807,708.59
2,756,224.85 840,164.23 1,916,060.62
2,912,905.02 839,980.84 2,072,924.19
3,090,467.79 854,138.80 2,236,328.98
3,309,539.83 887,381.64 2422,158.19
3,400,230.33 898,082.65 2502,147.67
3,636,437.75 960,095.49 2,676,342.26
3,830,784.99 1,016,806.60 2,813,978.39
4,007,041.95 1,063,847 44 2,953,194.51
4,192,191.39 1,091,988.88 3,100,202.51
4,149,026.48 954,603.43 3,194,423.06
4512,720.41 1,033,546.93 3479,173.48
4,858,438.60 1,192,639.70 3,665,798.90
4,988,225.93 1,298,865.89 3,689,360.04
4,948,060.37 1,296,965.56 3,651,094.81
5,106,629.68 1.324,271.25 3,782,352.43
5,003,237.00 1,310,033.54 3,693,203.46
5,013,802.76 1320,172.41 3,693,630.35
5013,894.23 1,322,156.80 3,691,737.43
5,017,383.19 1,324,876.54 3,692,506.65
5,025,680.49 1,331,664.15 3,694,016.34
5,027,231.09 1,330,645.54 3,696,585.54
5,045,190.31 1,338,289.48 3,706,900.82
5,052,970.03 1,338,717.06 3,714,252.96
5,056,994.97 1,341,182.07 3,715,812.90
5,067,259.29 1,350,299.02 3,716,960.26
5,060,645.16 1,339,075.00 3,721570.16
4,948,060.37 1,296,965.56 3,651,094.81
4,957,972.00 1,304,262.54 3,653,709.46
4,956,911.64 1,305,504.87 365140678
5,020,902.36 1,294,474.35 3,726,428.01
5,038,845.21 1,301,496.38 3,737,348.83
5,047,974.11 1,300,226.33 3,747,747.79
5,042,682.73 1,300,318.00 3,742,364.74
5,055,388.53 1,310,908.54 3,744,479.99
5,056,229.64 1,306,121.23 3,750,108.41
5,071,499.16 1,310,561.76 3,760,937.40
5,078,804.19 1,315,011.60 3,763,792.58
5,081,425.71 1,311,884.89 3,769,540.83
Dec? . 5,106,629.68 1,324,271.25 3,782,352.43

! Covers most short- and intermediate-term credit extended to individuals. Credit secured by real estate is excluded.
Includes automobile loans and all other loans not included in revolving credit, such as loans for mobile homes, education, boats, trailers, or vacations.
Thege loans may be secured or unsecured. Beginning with 1977, includes student loans extended by the Federal Government and by SLM Holdmg Corporation.
Data newly available result in breaks in these series between the prior period and subsequent months.

Source: Board of Governors of the Federal Reserve System.

Money Stock, Credit, and Finance | 421



TABLE B-42. Bond yields and interest rates, 1955-2025

[Percent per annum]

U.S. Treasury securities Corporate H|gé1— P Discount window
’ bonds grade MM | (Federal Reserve Bank
Bills Constant (Moody's) municipal | Home rate of New York) 5,aa Federal
Year (at auction) ! maturities bonds mortga%e charged funds
(Stan- | vields bz 5 rate /
3-month | 6-month | 3-vear | 10-vear | 30-year | Asa® | Baa %ﬁ[,d,s&) banks Pﬁ”[;"da‘ft‘/ Adjcurfetdr?tem
247 306| 353 253
3.19 3.36 3.88 2.93
3.98 389 4N 3.60
2.84 3.79 473 3.56
4.46 438 505 3.95
3.98 441 5.19 373
354 435 5.08 3.46
347 433 5.02 318
3.67 426 4.86 323
4.03 440 483 32
422 4.49 481 321
523 513| 567 382
5.03 551 6.23 3.98
5.68 6.18| 694 451
1.02 7.03 181 581
129 8.04 n 6.51
5.66 739 856 570
5.72 n 8.16 5.27
6.96 744|824 5.18
1.84 8.57 9.50 6.09
7.50 8.83| 1061 6.89
6.77 8.43 9.75 6.49
6.68 802| 897 5.56
8.29 8.73 9.49 590
9.70 963| 1069 6.39
11.51 11.94] 1367 8.51 . .
14.46 14171 16.04 11.23 . .
12.93 1379] 16.11 11.57 . .
10.45 12.04] 1355 9.47 . .
11.92 1271 1419 10.15 . .
9.64 137 1272 9.18 . .
7.06 9.02| 1039 7.38 ) .
7.68 9.38| 1058 113 . .
8.26 971 1083 1.76 . 9.32
8.55 926 10.18 124 . 0871 ..
8.26 932 1036 125 0.13 10011 ..
6.82 8771 980 6.89 9.25 8.46
530 8.14 8.98 6.41 8.39 6.25
4.44 1221 7193 5.63 731 6.00
6.27 7.96 8.62 6.19 8.38 7.15
6.25 759 820 595 793 8.83
599 1.31 8.05 5.75 781 8.27
6.10 726| 786 5.55 7.60 8.44
5.14 6.53 122 512 6.94 8.35
549 7.04 787 543 1.44 8.00
6.22 762| 836 571 8.05 9.23
4.09 1.08 1.95 5.19 6.97 6.91
310 6.49 7.80 5.05 6.54 4671 ..
2.10 5.67 6.77 473 5.83 412
2.78 563| 639 463 5.84 4.34
3.93 5.24 6.06 429 587 6.19
477 5.59 6.48 4.42 6.4 7.96
4.35 5.56 6.48 4.42 6.34 8.05
2.24 563| 745 480 6.03 5.09
143 5.31 7.30 464 5.04 3.25
1.1 . . 494 6.04 416 469 3.25
.75 . . 464 5.66 429 4.45 3.25
.38 1. . 367 494 3.14 3.66 325
541 235 . 424|510 3.96 398 325
90 254 334 416 485 378 417 325
1021 214 284 389 5.00 348 385 3.26
1.00 1.84 2.59 367 472 3.07 3.65 351
158 233 289 374 444 3.36 3.99 410
2.63 291 3n 393 480 353 454 491
194| 214 258 339 438 3.38 3.94 5.28
42 89 156 248| 360 241 31 354
46 1.45 2.06 2.10 3.39 2.00 2.96 3.25
306 29| 3N 407 507 3.85 5.34 4.86
4.30 3.96 4.09 481 5.86 431 6.81 8.20
422 421 4m 5.04 5.75 421 6.72 8.31
381 429 478| 535 600 458 6.60 131

" High bill rate at auction, issue date within period, bank-discount basis. On or after October 28, 1998, data are stop yields from uniform-price auctions.
Before that date, they are weighted average yields from multiple-price auctions.

See next page for continuation of table.
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TABLE B—42. Bond yields and interest rates, 1955-2025—Continued

[Percent per annum]

US, Treasury securities Corporate H|gé1— P Discount window

Bills Constant “\/tfggéi S'S) mgﬁcizm Home rr;rtrée 1Feg? ﬁé@e%%e 5Baa nk Federal

Year and month (at auction) ! maturities v bonds mortga%e charged funds

(Stan- | yields l 5 rate ’

3-month | 6-month | 3-year | 10-year | 30-year | Aaa’ | Baa %‘Z[,d,s&) panks Pcrlrglda‘_rtv Adjcﬁtdr?tem
High-low | High-low | High-low

2021: Jan. 0.09 0.09 0.20 1.08 1.82 245 3.24 161 2.74 1325325 0.09
Feb . 04 .06 21 1.26 2.04 2.70 342 1.13 2.81(3.25-3.25 .08
03 05 32 1.61 2.34 3.04 3.74 1.74 3.08 | 3.25-3.25 .07
02 04 35 1.64 2.30 2.90 3.60 1.84 3.06 | 3.25-3.25 07
.02 .03 32 1.62 2.32 2.96 3.62 1.63 2.96 | 3.25-3.25 .06
03 04 39 1.52 2.16 279 3.44 2.16 2.98 | 3.25-3.25 08
.05 .05 40 1.32 1.94 2.57 3.24 2.22 2.87 | 3.25-3.25 10
.06 05 42 1.28 1.92 2.55 324 2.38 2.84 | 3.25-3.25 .09
.04 .05 47 1.37 1.94 2.53 3.23 2.30 2.90 | 3.25-3.25 .08
05 .06 67 1.58 2.06 268| 335 243 3.07 [3.25-3.25 08
.05 .07 .82 1.56 1.94 2.62 328 2.30 3.07 | 3.25-3.25 .08
.06 14 95 147 1.85 265| 330 224 3.103.25-3.25 .08
2022: 14 31 1.25 176 2100 293 358 247 34513.25-3.25 .08
34 .64 1.65 1.93 225 325 397 278 3.76(325-3.25 .08
46 .82 2.09 213 2.4 343 429 3.22 4171350-3.25 20
80 1.24 2.72 2.75 281 3.76 4.66 3.74 4.98 | 3.50-3.50 33
98 1.46 2.79 2.90 3.07 413 512 4.06 5.23 | 4.00-3.50 17
1.48 2.07 315 314 325 424 527 401 552 | 4.75-4.00 121
224 2.75 3.03 2.90 3.10 4.06 521 3.96 541 15.50-4.75 1.68
261 3.01 323 2.90 313 407 5.15 3.99 5.22 | 5.50-5.50 2.33
3.09 3.53 3.88 352 3.56 459 569 453 6.1116.25-5.50 2.56
3.67 413 4.38 3.98 4.04 510 6.26 4.70 6.90 | 6.25-6.25 3.08
4.14 447 4.34 3.89 4.00 490 6.07 452 6.81 | 7.00-6.25 378
429 4.58 4.05 3.62 3.66 4.43 5.59 419 6.36 | 7.50-7.00 410
2023: 453| 468 391 353 366 440 550| 403  627|750-750 433
465 480 423 375 3.80 456 559 418 6.26 | 7.75-7.50 457
4.72 4.78 4.09 3.66 3.77 4.60 571 419 6.54 | 8.00-7.75 4.65
4.98 4.80 376 3.46 3.68 447 553 4.06 6.34 | 8.00-8.00 483
5.14 499 3.82 3.57 3.86 467 5.77 420 6.43 | 8.25-8.00 5.06
5.20 5.22 427 375 387 465 5.75 414 6.718.25-8.25 508
5.25 526| 447 3.90 396| 466 5.74 419 6.84 | 8.50-8.25 5.12
5.30 529| 459 417 428 495 6.02 443 7.07 | 8.50-8.50 5.33
5.32 530 474 438| 447 5.13 6.16 458 7.20 | 8.50-8.50 5.33
5.33 5.33 489 480 495 561 6.63 499 7.62 | 8.50-8.50 5.33
5.29 526| 464 450| 466 5.28 6.29 462 7.44 | 8.50-8.50 5.33
5.26 5.15 419 4.02 414 474 5.64 4.09 6.82 | 8.50-8.50 533
2024: 5.23 5.02 411 4.06 426 4871 5.68 424 6.64 | 8.50-8.50 533
5.23 5.07 433 421 4.38 5.03 577 4.16 6.78 | 8.50-8.50 533
5.24 5.1 438 an 4.36 5.01 5.75 417 6.82 | 8.50-8.50 533
524 5141 4N 454| 466 5.28 6.00 4.36 6.99 | 8.50-8.50 533
5.25 5.16 4.66 4.48 462 5.25 595 428 7.06 | 8.50-8.50 533
525 515 450 431 444 513 5.82 an 6.92 | 8.50-8.50 533
5.21 5.04 429 425 4.46 5.12 5.84 an 6.85 | 8.50-8.50 533
5.07 478 379 387 4.15 487 5.60 4.16 6.50 | 8.50-8.50 533
479 4.46 351 3.72 404 4.68 542 4.09 6.18 | 8.50-8.00 513
451 4.29 3.90 410 4.38 4.95 5.63 421 6.43 | 8.00-8.00 4.83
4.42 431 an 4.36 454 5.14 578 419 6.81{8.00-7.75 4.64
4.30 an 422 439 4.58 520 580 419 6.72 | 7.75-7.50 4.48
2025: 421] 415 433 463 485 546 608 434  696|750-7.50 433
422 419 422 4.45 468 532 592 4.26 6.84 | 7.50-7.50 433
4.20 410 3.96 4.28 4.60 5.29 5.93 4.42 6.65 | 7.50-7.50 433
421 4.05 378 428 4n 545 6.18 472 6.73 | 7.50-7.50 433
4.25 an 3.90 4.42 4.90 5.54 6.29 4.72 6.82 | 7.50-7.50 433
423 4.14 3.86 4.38 489 5.46 6.15 4.86 6.82 | 7.50-7.50 433
4.24 412 384 439 492 5.45 6.10 493 6.72 | 7.50-7.50 433
414 3.95 367 426 487 5.35 6.00 490 6.59 | 7.50-7.50 433
3.94 3.76 3.55 412 474 521 5.83 458 6.35 | 7.50-7.25 422
382 3.68 353| 406 464 513 574 440 6.25 | 7.25-7.00 409
378 3.69 356 409 470 5.26 5.86 4.40 6.24 | 7.00-7.00 388
Dec. 3.62 3.55 3.55 414 4.80 5.31 5.90 4.46 6.20 | 7.00-6.75 3.72

ZYields on the more actively traded issues adjusted to constant maturities by the Department of the Treasury. The 30-year Treasury constant maturity series
was discontinued on February 18, 2002, and reintroduced on February 9, 2006.
3 Beginning with December 7, 2001, data for corporate Aaa series are industrial bonds only.
Contract interest rate on commitments for 30-year first-lien prime conventional conforming home purchase mortgage with a loan-to-value of 80 percent.
% For monthly data, high and low for the period.
Primary credit replaced adjustment credit as the Federal Reserve's principal discount window lending program effective January 9, 2003.
7 Beginning March 1, 2016, the daily effective federal funds rate is a volume-weighted median of transaction-level data collected from depository institutions
in the Report of Selected Money Market Rates (FR 2420). Between July 21, 1975 and February 29, 2016, the daily effective rate was a volume-weighted mean
of rates on brokered trades. Prior to that, the daily effective rate was the rate considered most representative of the day’s transactions, usually the one at which
most transactions occurred.

Sources: Department of the Treasury, Board of Governors of the Federal Reserve System, Federal Home Loan Mortgage Corporation, Moody's Investors
Service, Bloomberg, and Standard & Poor’s.
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TABLE B-43. Mortgage debt outstanding by type of property and of financing, 1967-2025

[Billions of dollars]

Nonfarm properties

Nonfarm properties by type of mortgage

Government underwritten

Conventional 2

All Farm Muli C
End of year or quarter | proper- | proper- 1-to4- | Mult- om- 1- to 4-family houses
; ; g family | mercial
ties ties Total family roner- roDer- 1-t04-
houses | PO | PP || Total” . | VA | Totl | famiy
Total | '™ | guaran- ouses
insured | Zie0d
448 66.2 88.2 79.9 474 325 2689 166.0
483 730 934 84.4 50.6 338| 2908 1785
53.2 791 100.2 90.2 545 35.7] 3107 188.5
60.1 86.5 109.2 973 599 37.3| 3296 195.0
701 9701 1207] 1052 65.7 395| 3648| 2132
82.9 1142 131.1 113.0 68.2 4471 4233 2444
932 1337]| 1350| 1162 66.2 500 4917 2836
100.0 1483 1402 1213 65.1 56.2| 5433 3139
100.7 161.0|| 1470 1277 66.1 61.6| 5887 346.3
1059 1742 15401 1335 66.5 67.0| 661.1 401.5
1143 1933 161.7| 1416 68.0 736] 77135 486.1
1252 2145 1764 1534 4 820 9015 584.9
135.0 2394 1990 1729 81.0 9201 1,031.3| 6828
1425 2599 225.1| 1952 93.6 1016| 1,1353| 7627
1424 299.7 2389| 2076| 1013 106.2| 12334 822.6
146.1 3337|| 2489| 217.9| 108.0 109.9| 1,301.1 852.3
161.2 38941 2798| 2488| 1274 1214 14571 937.4
186.1 4719 2948| 2659| 1367 129.1| 16847 1,085.7
205.9 5417|| 3283| 2888| 1530 135.8] 1,946.1| 12381
239.4 602.0 370.5| 3286| 1855 14311 2,201.0| 14015
258.7 694.5 4314 3879| 2355 1524 2450.7| 15410
275.1 767.9 4597 4142|2588 1554 27466 1,749.1
2816 802.6 486.8| 4401 282.8 157.3| 29734 19299
288.1 8226 5179 4709| 3109 160.0| 3200.1| 21365
2848 809.7 537.2| 4933| 3306 162.7| 33326| 22819
21 765.2 533.3| 4898| 3260 163.8| 3.446.1| 24529
2685 73911 5134\ 4695| 3032 166.2| 35959| 26322
269.3 1240 559.3| 5142| 3368 177.3] 3.7130] 27649
2753 7348 5843| 537.1| 3523 1847| 38728| 29099
281.6 163.6 620.3| 5712| 3792 1920 411421 31121
3014 8316 65.7| 6057| 4057 200.0| 4,386.1| 33040
3375 9218 6740 6238| 4179 205.9| 4852.2| 3643.2
3785| 10595|| 7315 6788| 4623 2165| 53975| 40122
113. 40811 1,1666( 7731| 7199| 4999 220.1| 59150 43935
,664. 450.0 | 11,2526 7727 7185| 4974 2212| 659%4.9| 49464
419, 4907 | 13592 7593 | 7040 486.2 21771 75102| 57156
2411 565.0| 1,480.2 709.2| 6533| 4387 21461 85770| 65878
2735|  617.7| 16708| 6602 604.1| 398.1 206.0| 9901.8| 76694
A110|  670.7| 19055|| 6066 5504| 3484 202.0{11,380.6 | 8,860.5
4899| 7140| 21924|| 6002| 5435| 3369 206.6112,796.1| 9,946.4
2045| 8046| 24587| 609.2| 5526| 3426 210.0{13,858.6 | 10,651.9
1137 8579 2,580.6 8072 750.7| 5340 216.7 (13,7450 10,363.0
,9265| 8702| 25059 10050 9443| 7526 191.7113297.6| 9.982.2
13,896.5 . ,742. ,489.0 870.5| 238281 12276 1,156.1 934.4 221.71125148| 93330
13,5805| 167.2| 13/413.3| 10,250.7 8748| 228781 13686 1291.3| 1,036.0 255.312,0448| 8959.5
13,3472 17341131738 10,017.6 903.9| 225221 15448 14597 1,165.4 294.2111,6289| 8558.0
13,3425] 1852 13157.3| 99176 946.5| 2,293.11) 3927.2| 38326 3480.8 351.8] 9,230.1| 6,085.1
134856| 196.8| 13,288.8| 9,8909| 1,0162| 2381.7| 41309 4,028.1| 36153 4128 9157.9| 58628
13,869.2| 2088 | 13660.4| 100193 | 1,121.5| 25196|| 4432.7| 43267 | 3,851.3 4754\ 9221.7| 56926
143145] 2260 14,0885| 10,2120| 1237.9| 26386|| 4,764.8| 4,6549| 4,106.9 54811 9,3236| 5557.0
14,886.2| 2362 | 14650.0| 10,5195] 1364.0| 2,766.5|| 5079.1| 4,958.2| 43443 613.9| 95709| 55613
154435| 2458 15197.7| 108150 | 1,4928| 23890.0| 5380.0| 52465/ 4562.3 684.2| 9,817.7| 55684
16,029.7| 2679 15761.8| 11,0954 | 1635.1| 3,031.3| 5664.1| 55229| 47886 734.310,097.7| 55725
16,817.1 2886 16,5285| 115718 1,787.6| 3,169.11| 6,053.8 | 5908.0 | 5108.2 799.7110,4747| 15,6638
18316.2| 3244179918 126751 | 19384 | 33783|| 64803 | 63255 5442.1 883.4|11,5115| 6,349.6
196737| 33441193393 | 135879 | 2,107.2| 3644.2| 6,7847 | 6,6265| 56709 955,51 12,5547 |  6,961.5
202914 | 344911994651 13970.5| 22028 | 3,7732| 7,0532| 6,889.9| 5884.1| 10058128933 | 7,080.6
20,868.2 | 3673 | 205009 14,359.2 | 2,305.4 | 308363 73557 | 7,186.0| 6,129.8| 1,056.2|13,1452| 7,1732
215596 | 3859 21,1737 | 14,7701 | 2,446.7| 3957.0| 7,710.2| 7,530.1| 6,4106| 1,1195]134635| 7.240.0
20,387.7| 350.5|20,037.3| 14,016.3 | 2227.1| 37939] 7,115.1| 6951.2| 59358 | 1,0155|12922.2| 7,065.1
205308 | 356.0| 20,1748 | 141282 | 22457 | 3,8008|| 7,191.2| 7,026.0| 5996.5| 1,0295|129836| 7,102.2
20,707.0 | 361.7| 20,3454 | 142436 | 2,2703| 3083141 72702| 7,002.9| 6,062.1| 1,040.8|13,075.2| 7,140.7
20,868.2| 367.3| 205009 14,359.2 | 2,305.4| 308363 7,355.7| 7,186.0| 6,129.8| 1,056.2|13,1452| 17,1732
20,9675| 371920596 144170 23302 | 384831 7,368.7| 7197.4| 6129.1| 1,068.4|132268| 72196
21,1531 3765 20,7765 145410 2352.2| 3,883.41| 7519.8| 7,3465| 62636 | 1,082.9(13,256.7| 7,1945
21,365.7 | 381.2| 20,9845 14,665.7 | 2,3925| 392631 7610.5| 74347 6336.8| 1,0979|133740| 7.231.0
215596 | 3859211737 | 147701 | 2446.7| 3957.0|| 77102 | 7530.1| 64106| 1,1195/13,4635| 7.240.0

Vncludes Federal Housing Administration (FHAJ-insured multi-family properties, not shown separately.
2 Derived figures. Total includes multi-family and commercial properties with conventional mortgages, not shown separately.

Source: Board of Governors of the Federal Reserve System, based on data from various Government and private organizations.
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TABLE B-44. Mortgage debt outstanding by holder, 1967-2025

[Billions of dollars]

Major financial institutions Other holders
: Federal Mortgage .
End of year or quarter Total Deposito ~ Life and poglsg Individuals
Total Institutions ' 2 nsurance related or and
companies agencies 3 trusts 4 others

382.1 296.4 2289 67.5 18.9 20 64.7
4114 3173 2473 70.0 22.6 25 69.0
4399 336.6 264.6 720 219 32 722
469.4 3529 2785 744 336 48 782
517.9 3892 3137 755 36.8 95 823
589.8 4438 366.8 76.9 40.1 144 91.5
666.5 500.7 4194 81.4 46.6 18.0 1011
7284 539.3 4531 86.2 60.7 215 106.9
785.6 576.1 486.9 89.2 72.6 285 108.4
870.5 640.7 549.1 91.6 76.0 407 132
999.2 7353 638.4 96.8 837 56.8 1234
1,150.7 8375 7313 106.2 100.2 704 142.7
1,317.0 928.6 810.2 1184 1212 94.8 1724
1,457.8 988.0 857.0 131.1 1429 114.0 2130
1,579.5 1,034.1 896.4 137.7 160.4 129.0 256.0
1,661.3 1,019.6 877.6 142.0 176.9 1785 286.3
1,850.6 1,108.4 957.4 151.0 188.5 2448 309.0
2,092.0 12482 1,091.5 156.7 201.6 300.0 3422
2,368.5 1,368.7 1,196.9 171.8 2130 3924 3944
2,655.6 14833 1,289.5 1938 202.1 549.5 4206
2,958.0 1,635.2 1,419.1 216.1 188.5 7008 4334
32711 1,803.0 1,564.9 2380 192.5 7857 495.9
3529.0 1,902.9 1,643.2 259.6 197.8 9222 506.1
3,785.7 1,925.1 1,651.0 2741 239.0 1,085.9 535.7
39373 1,852.7 1,586.7 266.1 266.0 1,269.6 549.0
4,0473 1,777.0 1,528.5 2485 286.1 1,440.0 544.3
41717 1,790.5 1,560.4 230.1 3119 1,561.1 5142
43423 1,838.5 1,616.7 2218 307.8 1,696.9 4991
45288 19108 1,691.0 219.9 3039 1,812.0 502.0
4,808.9 1,990.7 1,776.2 2146 2919 1,989.1 537.1
51212 2,0905 1.877.9 212.6 284.4 2,166.5 5715
5,609.4 22016 1,981.3 2202 2915 24871 619.7
6.216.2 24016 21636 238.0 3196 28323 651.9
67729 26258 2,383.1 242.8 3399 30975 697.6
7,456.1 2,191.4 25479 2496 3720 3532.4 740.6
8,364.9 3,096.2 2,839.3 256.8 4323 39784 842.8
9,369.4 3,3949 3,126.4 268.5 694.1 4,330.3 933.0
10,657.6 3,934.1 3,663.0 2811 7032 48345 1,166.2
12,092.0 4,403.4 41108 2926 665.4 5710.0 1,290.9
13,504.3 4,792.3 44798 3124 687.5 6,629.5 1,370.0
14,580.4 5,074.1 4,738.6 3355 7252 74344 1,318.8
14,686.9 5,063.9 4,718 352.1 7913 1592.7 1,207.8
14,448.6 48038 4,467.6 336.2 800.5 7,649.8 1,162.9
13,896.5 45996 42718 3279 51219 31084 1,035.0
13,580.5 4,4613 41179 3434 5,031.7 3,034.3 1,020.8
13,347.2 4,4493 4,0925 356.8 49337 29476 983.6
13,342.5 44245 4,047.0 3775 49923 27735 1,116.7
13,485.6 45588 41592 399.6 4,987.0 2,742.7 1,157.9
13,869.2 48172 4,373.7 4435 5,036.4 2,193.6 11781
14,3145 51112 46313 479.9 5,146.8 28266 1,179.0
14,886.2 5,324.2 48015 522.8 53134 29715 1,2202
15,4435 5,505.2 49195 585.7 5,456.9 31437 1,272.3
16,029.7 57289 5,090.4 638.5 5,634.5 3,255.3 1.334.9
16,817.1 5,793.0 5,131.0 662.0 6,269.6 32616 1.404.5
18,316.2 59945 5,285.0 709.5 7,067.2 33910 1,768.2
19,673.7 6,596.4 5817.0 7794 74915 3587.9 1,897.1
20,2914 6,852.7 6,028.0 824.6 7,603.7 37955 2,0395
20,868.2 7,000.8 6,109.0 891.8 77314 4,038.1 2,0919
21,559.6 71943 6,237.8 956.5 7,859.7 4,309.2 2196.4
20,387.7 6,884.8 6,047.6 837.3 7,609.2 38509 20428
20,530.8 6,934.0 6,083.0 851.0 7,637.1 3,896.5 2,063.2
20,707.0 6,978.0 6,101.0 877.0 76834 3,968.0 20776
20,868.2 7,000.8 6,109.0 891.8 77314 4,038.1 2,091.9
20,967.5 71,0156 6,115.5 900.1 71,1456 4,097.4 2,089
21,1531 7,081.6 6,160.7 9209 7,762.8 4,169.3 21394
21,365.7 11248 6,190.4 9345 78135 4,256.6 21708
21,559.6 71943 6,237.8 956.5 7,869.7 4,309.2 2,196.4

VIncludes savings banks and savm?s and loan associations. Data reported by Federal Savings and Loan Insurance Corporation-insured institutions include
loans in process for 1987 and exclude foans in process beginning with 1988.
Includes loans held by nondeposit trust companies but not loans held by bank trust departments.

3 Includes Government National Mortgage Association (GNMA or Ginnie Mae), Federal Housing Administration, Vieterans Administration, Farmers Home
Administration (FmHA), Federal Deposit Insurance Corporation, Resolution Trust Corporation (through 1995), and in earlier years Reconstruction Finance
Corﬁorat\on Homeowners Loan Corporation, Federal Farm Mortgage Corporation, and Public Housing Administration. Also includes U.S.-sponsored agencies
such as Federal National Mortgage Assaciation (FNMA or Fannie Mae), Federal Land Banks, Federal Home Loan Mortgage Corporation (FHLMC or Freddie Mac),
Federal Agricultural Mortﬁg %A orporation (Farmerl\/lac bngmnmg 1994), Federal Home Loan Banks (beginning 1997), and mortgage pass-through securities
issued or guaranteed by GNMA, FHLMC, FNMA, FmHA, or Farmer Mac. Other U.S. agencies (amounts small or current separate data not readily available)
included with “individuals and others.”

Includes private mortgage pools.

Source: Board of Governors of the Federal Reserve System, based on data from various Government and private organizations.
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TABLE B—45. Federal receipts, outlays, surplus or deficit, and debt, fiscal years 1960-2025

[Billions of dollars; fiscal years]

Federal debt

Total On-budget Off-budget :

(end of period) Addendum:

Fiscal year or Surol Surol Surol Gross
period ubs v UPYS || gross | Held by || domestic
Receipts | Outlays deficit | Receipts QOutlays deficit | Receipts QOutlays deficit || Federal Htla?ic product

B ) ) n

-0.2 2905| 2368 534.3
4 2926 | 2384 546.6
-13 3029 | 2480 585.7
-8 3103 2540 618.2
6 316.1 256.8 661.7
2 322.3| 2608 709.3
-6 3285 2637 7805
40| 3404| 2666 836.5
26 3687 | 2895 8976
37| 3658| 2781 980.3
59| 3809| 2832 1,046.7
30 4082 303.0 1,116.6
27| 43%9] 3224 12163
3 466.3 | 340.9 1,352.7
1.1 4839 3437 14829
9 5419 3947 1,606.9
-43|| 6290 4774 1,786.1
-1 6436 | 4955 a71.7
37| 7064 | 5491 2,0243
-38 7766 | 607.1 22135
-1 8295 6403 2,565.6
=71 9090 71139 2,7919
5.1 9948 | 7894 31332
-7411 1137.3| 9246 33134
=1 1.371.7] 11373 3536.0
=11 1,564.6| 1,307.0 3,949.2
921 181741 15073 4,265.1
16.7 || 21205 1,740.6 4526.3
186 || 23460 1,889.8 4,767.7
37.10| 2,601.1] 2,051.6 51386
5281 2,867.8| 2,190.7 5,554.7
56.6 || 3,206.3| 24116 5,898.8
52.2 || 35982 | 2,689.0 6,093.2
50.11| 4,001.8| 2,999.7 6,416.3
453 4351.0| 32484 6,775.3
55.7 || 4,643.3| 3,433.1 71769
624 || 49206 3,604.4 7,560.4
66.6 || 5181.5| 3,734.1 79513
8141 53692 | 3772.3 8,451.0
9921 54782 371211 89308
1237 || 56055 | 36324 9,479.6
1498 1| 56287 | 34098( 10,1171
160.7 | 5769.9 | 33196 10,525.7
159.7 || 61984 | 3540.4( 108289
160.8 || 6,760.0 | 39134 11,278.8
155.21|| 7.354.7 | 4,295.5 12,0284
1753 || 7,905.3 | 45922 12,840.0
186.3 || 84514 | 48290 13636.8
181.5| 8,950.7 | 5,035.1 14,305.4
1833 (| 9,986.1 | 5803.1| 14,796.6
137.0{{11,875.9 | 7,544.7 14,467.3
77.01113528.8| 9,018.9 14,884.4
67.2 (114,764.2 [10,128.2 15,466.5
61.91/16,050.9 | 11,281.1 16,109.4
39.5116,719.4111,982.7 16,687.8
2951(17,7945112,779.9 17,4281
27.31118,120.1113,116.7 18,164.3
3551/19,539.5 | 14,167.6 18,641.3
49.4 {120,205.7 [ 14,665.4 19,375.2
6.2 (/121,462.3 157496 || 20,436.3
7.7{|22,669.5 | 16,800.7 21,286.2
9.8/26,9025 21,0167 || 21,336.8
-5151(28,385.622,284.0 || 23,0441
-15.2|130,838.6 | 24,2534 || 255565.4
—-27.31132,989.026,235.6 || 27,398.0
—60.4|35,230.7 28,1939 || 28,9479
-147937,375.0 | 30,167.2|| 30,322.8

September 30 basis. The transition quarter is the three-month period from July 1, 1976 through September 30, 1976.
See Budget of the United States Government, Fiscal Year 2027, for additional information.

Sources: Department of Commerce (Bureau of Economic Analysis), Department of the Treasury, and Office of Management and Budget.
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TABLE B—46. Federal receipts, outlays, surplus or deficit, and debt, as percent of gross
domestic product, fiscal years 1955-2025

[Percent; fiscal years]

QOutlays Surplus Federal debt (end of period)
. » ‘ or

Fiscal year or period Receipts o National deficit Gross Held by

defense (- Federal public
16.1 16.8 105 -07 67.5 55.8
17.0 16.1 9.7 9 62.2 50.7
173 16.5 98 7 58.8 473
16.8 174 9.9 -6 59.1 478
157 183 9.7 -25 57.0 46.5
173 173 9.0 1 54.4 443
173 179 9.1 -6 53.5 436
17.0 182 89 -12 517 423
172 18.0 8.6 -8 50.2 4.1
17.0 179 8.3 -9 478 388
16.5 16.7 71 -2 454 36.8
16.8 17.2 14 -5 421 338
178 18.8 85 -1.0 40.7 319
17.0 198 9.1 -28 411 323
191 187 84 3 37.3 284
184 187 18 -3 36.4 211
16.8 188 11 -21 36.6 271
17.0 19.0 6.5 -19 358 26.5
171 18.2 5.7 -1 345 252
178 182 54 -4 326 232
174 207 54 -33 37 246
16.7 208 50 4.1 352 26.7
172 203 47 -31 341 263
176 20.2 48 -2.7 349 21.1
176 202 46 -26 342 26.7
18.1 19.6 45 -16 32.3 250
185 212 48 -2.6 326 255
19.1 216 50 -25 318 252
18.6 225 56 -39 343 21.9
17.0 229 59 -59 388 322
16.9 216 58 4.7 39.6 331
172 222 59 -5.0 426 353
17.0 219 6.0 49 46.8 385
179 211 59 -31 492 396
177 207 57 =30 50.6 399
17.8 20.6 55 27 516 394
175 AW 5.1 =37 54.4 409
173 217 45 4.4 59.1 441
17.0 215 46 -4.5 62.4 46.8
17.0 208 43 -38 64.2 47.9
175 204 39 -2.8 64.7 478
179 20.0 36 -2.2 65.1 477
183 196 33 -14 65.2 47.0
187 189 32 -3 63.5 446
193 185 3.0 61.3 a7
193 18.0 29 13 59.1 383
20.0 17.7 2.9 2.3 55.6 337
189 17.7 29 12 54.8 315
171 18.6 32 -15 57.2 32.1
15.8 19.2 36 -33 59.9 347
156 19.1 38 -34 61.1 357
16.8 193 39 -25 61.6 358
176 195 38 -18 62.0 354
18.0 19.1 39 11 62.6 352
171 20.2 42 -3 67.5 39.2
145 243 46 -98 821 52.2
145 232 47 87 909 60.6
14.9 233 46 -84 95.5 65.5
152 219 42 6.7 99.6 700
16.6 20.7 38 4.1 100.2 78
173 201 35 -28 102.1 733
179 20.3 32 =24 99.8 72.2
175 207 32 =31 104.8 76.0
171 20.6 3.1 -34 104.3 757
16.3 201 31 -38 105.0 771
163 20.9 32 46 106.5 78.9
16.0 305 34 =145 126.1 98.5
176 296 33 -12.0 1232 96.7
192 245 30 -54 1206 949
16.2 224 30 6.2 1204 95.8
17.0 233 3.0 -6.3 1217 97.4
173 231 3.0 59 1233 99.5

Sources: Department of the Treasury and Office of Management and Budget.
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TABLE B-47. Federal receipts and outlays, by major category, and surplus or deficit,
fiscal years 1960-2025

[Billions of dollars; fiscal years]

Receipts (on-budget and off-budget) QOutlays (on-budget and off-budget)
National Surplus
) defense o
Social deficit
Fiscal year or Indi- | C e De- | o )
: ndr- | L0rpo- | -ance - | nter - | Income | Social | Net (on-
perio vidual | ration | and part | “na. Medi- .
Total | income income | retire- | Other | Total mefm tional | Health | Teare sreigu- sreigu- |net;atr- Other bual?]%et
taxes | taxes | ment Total [?e affairs ¥ Y off-
cerﬁns fense, budge)
mili-
tary
3.0 08/ . 741 116 6.9| 144 0.3
32 9 97| 125 67| 152 -33
5.6 12 92| 144 69| 172 -1
53 15 93] 158 77| 183 48
49 18 97| 166 82| 226 -59
53 181 s 95| 175 86| 250 =14
56 25 0.1 97| 207 94| 285 -3.7
56| 34| 27| 103| 21.7| 103] 321 -8.6
53 44 461 118 239] 11.1] 351 -252
46| 52| 57| 131| 273| 127| 326 32
431 59| 62| 156| 303| 144| 372 28
42 6.8 66| 229| 359| 148| 400 -230
48 8.7 75| 216| 402| 155| 473| -234
4.1 9.4 81| 283| 491| 173] 528 -149
57| 107 96| 337| 559| 214| 529 6.1
710 129| 129| 502| 647 232| 749| -532
64| 157| 158| 608| 739| 267| 828| -/37
2.5 39 431 150] 198 6.9 214, -147
64| 17.3] 193| 61.0] 851| 299| 930| -B37
75| 185| 228] 615] 939| 355| M47| -592
75| 205| 265| 664| 1041| 426| 1202| —40.7
| 127] 232| 321| 865| 1185| 525| 131.3| -738
. 1311 269] 39.1] 1003| 1396| 688( 1330 -79.0
. 123 274 466| 108.1| 156.0| 85.0| 1250 -128.0
. 118| 286| 526| 1230| 170.7| 89.8| 1218| -207.8
. 159 304| 575 134 1782 1111 1179 -1854
. 162 335| 658| 1290 1886 1295| 131.0| -2123
: 141 359| 702| 1207 | 1988 136.0| 1413| -221.2
511, . 16| 400 751) 1241 2074 1386 1252 | -149.7
| . 105| 445| 789| 1304 2193 | 151.8| 1387| -1552
T . 96| 484| 850 137.6| 2325| 169.0| 158.2| -152.6
.5 (1,253, . 138 577 981 1488 2486 1843 | 2024 | -221.0
93113242 | 2733 | 2623 | 158| 71.1| 1045| 172.6| 269.0| 194.4| 2234 | -269.2
101.311,381.5| 2983 | 2868 | 16.1| 894 | 119.0| 1997 | 287.6| 199.3| 172.1| -2903
98.8(1,4094 | 291.1| 2785| 17.2| 993 | 1306| 210.1| 3046| 198.7| 157.8| -255.1
1137114618 | 2816 2686 | 17.1| 107.1| 1447 | 217.2| 3196 2029 | 171.5| -2032
120.1{1,515.7 | 272.1| 2594 | 164 1154| 1599 | 2238| 3358 232.1| 160.3| -164.0
1154 11,5605 | 2657 | 253.1| 135| 1193 | 1742 2297 | 349.7| 2411 | 167.3| -1074
120.1{1,601.1 | 2705 | 2583 | 152 1238 190.0 | 2350 | 3653 | 2440| 157.4| -219
132.6(1,6525| 268.2| 255.8| 13.1| 131.4| 1928| 237.7| 379.2| 241.1| 189.0 69.3
1515(1,701.8| 2748 261.2| 152 141.0| 1904 | 2424| 390.0| 2298| 2181| 1256
160.6(1,789.0| 2944 | 281.0| 17.2| 1545| 197.1| 2637 | 4094| 2229| 239.7| 2362
161.711,862.8 | 304.7| 290.2| 165| 1722| 217.4| 269.7| 433.0| 206.2| 243.2 1282
146.0(2,010.9| 3485| 331.8| 223| 1965| 2309| 3127 | 456.0| 1709| 2732| -157.8
1439121599 | 4047 | 387.1| 21.2| 219.6| 249.4| 3346| 4747| 153.1| 302.6| -377.6
1484 12,2928 | 4558 | 436.4| 269 240.1| 2694 | 3330| 4955| 1602| 311.8| -4127
154.012,4720| 4953 | 474.1| 346| 2506| 298.6| 3458| 523.3| 1840 339.8| -3183
171226551 | 521.8| 4993 | 295| 252.8| 3299| 3524 | 5485| 2266| 3935| -2482
164.712,728.7| 551.3 | 5285| 285| 266.4| 3754 | 365.9| 586.2| 237.1| 317.9| -160.7
1737129825 616.1| 594.6| 289| 280.6| 3908 | 431.2| 617.0| 252.8| 3652 | -4586
160.53517.7 | 661.0| 636.7| 37.5| 334.4| 430.1| 533.1| 683.0| 186.9| 651.7 |-1,4127
207.9 [3457.1| 6935 666.7 | 452 | 369.1| 451.6| 622.1| 706.7| 196.2| 3726|-12944
212.1|3603.1| 705.6| 678.1| 457| 3725| 485.7| 597.3| 730.8| 230.0| 4357 -1,299.6
230.2 [3526.6 | 677.9| 650.9| 36.8| 346.8| 471.8| 541.2| 7733 | 2204 | 458.4|-1,076.6
2374134549 | 6334 | 607.8| 465| 358.3| 497.8| 5364 | 8136| 220.9| 3480 | -679.8
282.7 13506.3 | 603.5| 577.9| 46.9| 4095| 511.7| 5136| 8505| 229.0| 341.7| -484.8
300.0 36919 | 589.7| 5625 | 52.0| 482.3| 546.2| 5088 | 887.8| 223.2| 4020 | -442.0
307.3 (13,8526 | 5934 | 5654 | 453 511.3| 5945| 514.1| 916.1| 2400 4379 | -584.7
2701 13,9816 | 598.7 | 5689 | 46.3| 5332 | 597.3| 5034 | 9449| 262.6| 4953 | -6655
270.914,109.0 | 631.3| 600.8| 489| 551.2| 588.7| 4953 | 987.8| 325.0| 4809| -779.1
272.1 |44470 | 685.7 | 6537 | 53.0| 5848 651.0| 514.8|1,0444| 3752 | 5380 | -9836
290.7 16,516.8 | 724.6 | 6904 | 309| 747.6| 776.2|1,263.6(1,095.8| 3455 |1,532.6 |-3,095.7
3168(6,8207 | 7539| 7176| 452| 7965| 6965 |1.647.7 |1.1346| 3523|1.394.1|-2.7736
356.8(6,271.5| 765.6| 726.5| 706| 914.1| 755.1| 866.1(1,218.7| 475912055 |-1,374.2
2304161284 | 820.3| 7759| 63.1| 888.6| 847.5| 774713543 | 658.3| 721.8|-1,687.5
255.0(6,735.3 | 8735| 8263| 56.4| 911.3| 874.1| 670.5(1,4609 | 879.9|1,008.6|-1815.4
380.0|7,011.1] 916.1| 8684 | 452| 9785| 996.7| 701.6|1,580.7 | 970.1| 822.2|-17747

Note: See Note, Table B-45.
Sources: Department of the Treasury and Office of Management and Budget.
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TABLE B—48. Federal receipts, outlays, surplus or deficit, and debt, fiscal years 2020-2025

[Millions of dollars; fiscal years]

Actual
Description
2020 2001 2022 2023 2024 2025
RECEIPTS, OUTLAYS, AND SURPLUS OR DEFICIT
Total:
Receipts 3421164 | 4,047,111 40897,339| 4,440,948 | 4,919,884 5,236,421
Qutlays 6516817 | 6820705 6271510| 6128415| 6,735261 7,011,105
0 bSudrplus or deficit (-) -3,095,653 | -2,773594 | 1,374,171 | 1,687,467 | -1815377| —1,774,684
n-budget:
Receipts 2455736 | 3,094788| 3831364 | 37247,193| 3,660,002 3,952,685
Qutlays 5561235| 5816858| 5190355| 4,907,315| 5414,951 5,579,500
o Eu(;plus or deficit (-) -3105499 | -2,722070| -1,358991| -1,660,122| -1,754,949| -1,626,815
~budget:
Receipts 965,428 952,323 1085975 1,193,756 | 1,259,882 1,283,736
QOutlays 955,582 | 1,003,847 1,081,155 1,221,100 | 1,320,310 1,431,605
Surplus or deficit () 9,846 -51,524 -15,180 -27,345 —60,428 —147,869
OUTSTANDING DEBT, END OF PERIOD
Gross Federal debt 26,902,455 | 28385562 | 30,838,586 | 32,988,990 | 35230,714| 37,374,964
Held by Federal Government accounts ..................oooo.... 5,885,786 6,101,522 6,585,141 6,753,398 7,036,848 7,207,740
Held by the public 21,016,669 | 22,284,040 | 24,253445| 26,235,592 | 28,193,866 | 30,167,224
Federal ReServe SYSTem ... 4445477 | 5433,156| 5634940 | 4952914 | 4,364,357 4,196,345
Other 16,571,192 | 16,850,884 | 18,618,505| 21,282,678 | 23829509 | 25970879
RECEIPTS BY SOURCE
Total: On-budget and off-budget 3421164 | 4,047,1M 4897,339| 4440948 | 4,919,884 5,236,421
Individual income taxes ... 1,608,663 | 2,044377| 2,632,146 2,176,481 2,426,067 2,656,044
Corporation income taxes 211,845 371,831 424,865 419,584 529,867 452,089
Social insurance and retirement receipts 1,309,955 1,314,088 1,483,527 1,614,456 1,708,926 1,748,294
On-budget 344,527 361,765 417,552 420,701 449,044 464,558
Off-budget 965,428 952,323  1,085975| 1,193,755 | 1,259,882 1,283,736
Excise taxes 86,780 75274 87,728 75,802 101,426 105,937
Estate and gift taxes 17,624 27,140 32,550 33,668 31,616 29,462
Customs duties and fees . 68,551 79,985 99,908 80,338 77,036 194,866
Miscellaneous receipts ... . 117,746 134,416 136,615 40,619 44,946 49,729
Deposits of earnings by Federal Reserve System ........ 81,880 100,054 106,674 581 3,131 5,490
All other 35,866 34,362 29941 40,038 41,815 44,239
OUTLAYS BY FUNCTION
Total: On-budget and off-budget ...........ccccvvcvcvviciic | 6,516,817 6,820,705 6,271,510  6,128415| 6,735,261 7,011,105
National defense 724,589 753,897 765,649 820,263 873,523 916,140
International affairs 30,923 45,195 70,555 63,055 56,396 4517
General science, space, and technology ..............c..ccccccc. 34,022 35,534 37,404 4,276 4,476 41,966
Energy 7,083 5977 9132 —406 13571 20,765
Natural resources and enviroNMENt .........ccccccccccrrrrccecnes 42,445 44151 40,951 47,387 58,469 89,834
Agriculture 47,298 47,398 33,065 33,651 32,841 47,447
Commerce and housing Credit .............oooooooooeovovocoevcene 572,071 307,847 -19,075 100,765 36,032 -28,131
On-budget 574,474 310,581 -18,658 94,996 32,148 -33214
Off-budget -2403 2,734 -n7 5,769 3,884 5,083
Transportation 145,623 154,291 131,024 126,417 136,582 145,320
Community and regional development . 81,878 44,655 69,963 86,553 85,215 82,374
Education, training, employment, and so 231,754 298,406 677,305 -2,189 306,370 72,042
Health 747,582 796,450 914,081 888,555 911,290 978,511
Medicare 776,225 696,458 755,094 847,544 874,133 996,718
Income security 1263639 | 1,647,729 866,097 774,656 670,548 701,609
Social security 1095816 1134586 | 1,218663 | 1,354,317 | 1,460,918 1,580,673
On-budget 39,893 34,862 48,524 50,800 53,773 59,755
Off-budget 1055923 | 1,099,724 1170139 | 1,303517 | 1,407,145 1,520,918
Veterans benefits and services . 218,655 234,282 274,404 301,600 325,645 377,163
Administration of justice ...... 71,997 71,430 71,323 80,432 83,793 83,146
General government 180,109 273,941 133,216 38,199 35,316 40,546
Net interest 345470 352,338 475,887 658,267 879,879 970,065
On-budget 424,274 425,591 543,625 724,774 947,299 1,040,091
Off-budget —78,804 -73,253 67,738 —66,507 —67,420 -70,026
Allowances
Undistributed offsetting receipts ..............ocoooovovivvccvcvenneees -106,362 -123,860 -234,964 -131,927 -146,736 -150,254
On-budget -87,228 -103,970 -214135 -110,248 -123 437 -125,884
(ff-budget -19,134 -19,890 -20,829 -21,679 -23,299 -24,310
Note: See Note, Table B-45.
Sources: Department of the Treasury and Office of Management and Budget.
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TABLE B—49. Federal and State and local government current receipts and expenditures,

national income and product accounts (NIPA) basis, 1975-2025
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Total government

Federal Government

State and local government

Addendum:
Net Grants-
Net : lget | Staée m{awd
ederal an 0

Year or quarter Current e%rerﬁgit, gﬁ:’gt"' Current e%rerﬁglt Govern- Current e%gﬁg} local State

receipts tures savin receipts tures ment receipts tures govern- ‘andl

iy savm% ment oca
(NIPA savin governments

1N\PA%

4412 549.9 -108.6 276.8 3748 -979 208.0 2187 =107 436
505.7 591.0 -85.3 322.6 4035 -80.9 232.2 236.6 -44 491
567.4 640.3 -72.9 363.9 4313 -134 2583 251.8 5 548
646.1 7033 -57.2 4238 485.9 -62.0 285.8 280.9 49 63.5
7293 77139 —48.6 487.0 534.4 —474 306.3 3075 -12 64.0
7999 894.6 -947 5337 6225 -88.8 3359 3418 59 69.7
919.1 10174 -98.2 621.1 709.1 -88.1 367.5 3716 -10.2 69.4
940.9 1131.0 -190.1 6187 786.0 -167.4 3885 4113 -228 66.3
1,002.1 12211 -2256 644.8 851.9 -207.2 4253 4437 -184 67.9
11150 13117 -196.7 12 907.7 -196.5 476.1 476.3 -2 72.3
1,217.0 14187 -201.7 7757 975.0 -199.2 517.5 519.9 -24 76.2
1,292.9 1512.8 -2199 817.9 1,033.8 -2159 557.4 561.3 -40 824
1,406.6 1,586.7 -180.1 899.5 1,065.2 -165.7 585.5 599.9 -144 784
1,507.1 1,678.3 =173 962.4 11224 -160.0 630.4 6417 -13 85.7
16320 1,810.7 -1787 10425 1,201.8 -159.4 681.4 700.7 -19.3 91.8
17133 1,952.9 -2395 1,087.6 12909 -2033 730.0 766.3 -36.3 1044
1,763.6 2,072.2 -308.5 1,107.8 1,356.2 -2484 7798 840.0 —60.1 1240
1,848.6 2,242 -405.6 1,154.4 1488.9 -3345 836.0 907.0 -1 M7
1,953.1 2,339.3 -386.2 1,231.0 1,544.6 -3135 877.8 950.4 -726 155.7
2,097.3 24172 -3199 1,329.3 1,585.0 -255.6 934.8 999.1 —64.2 166.8
22235 2,536.5 -3129 14174 1,659.5 ~242.1 980.6 1,051.4 -70.8 1745
2,388.2 26218 -2336 1,536.3 17157 -179.4 1,033.3 1,087.5 542 1815
2,565.5 2,699.9 -1344 1,667.4 1,759.4 -920 1,086.2 11287 -424 188.1
2,738.0 2,767.4 -29.3 1,789.8 1,788.4 14 1,149.0 11797 -30.7 200.8
2,908.9 28795 295 1,906.0 1,836.8 69.1 12221 12618 -39.7 219.2
3,138.2 3,019.9 118.2 2,067.8 1,908.1 159.7 1,303.5 1,345.0 -415 233.1
31244 3,229.2 -104.7 20324 20173 15.0 1,353.3 14731 -1198 261.3
2,968.3 34198 —451.4 1.870.9 2,138.7 -267.8 1,386.2 1,569.8 -183.6 2887
3,044.6 3,624.0 -579.4 1,896.1 2,2935 -397.4 14702 1,652.2 -182.0 3217
3,274.1 38174 -543.3 2,028.1 24216 -3935 15784 17282 -1498 3323
36718 4,075.3 -397.4 2,3047 25985 -2938 1,716.6 1,820.3 -1037 3435
4012.2 43201 -307.9 25388 2,760.7 -2219 1,814.4 1,900.4 -86.0 3410
4,209.6 4,599.6 -390.0 2,668.3 2,928.0 -269.7 1,900.4 2,030.7 -1304 359.1
41250 4972.0 —847.0 2,582.1 3.207.0 —624.9 19141 2,136.2 -222.1 371.2
3,698.5 52840| 15855 2,242.1 34852 | -1,2432 19146 2,256.9 -342.3 458.1
39327 55600 -1,627.3 2,446.3 37646 13184 1.991.7 2,300.6 -309.0 505.2
41283 56395 15112 25736 38078| 12341 2,027.2 2,3042 -217.0 4725
4,309.6 5667.1| -1,3575 2,700.8 37735 10727 2,033 2,338.1 -284.8 4444
4,829.6 57295 -899.9 3,136.3 37703 -633.9 2,1434 2,409.4 ~266.0 450.1
5,054.1 5,885.7 -831.6 32944 3,888.4 -594.0 2,254.7 24923 -2316 495.0
52855 6,059.5 ~774.0 3,4484 4,005.8 -557.4 23702 2,586.8 -216.6 533.1
5329.2 6,238.7 -909.5 3,460.7 4,128.0 -667.3 24253 2,667.4 -2422 556.7
5,456.9 6,418.5 -961.6 3,503.7 4,2405 -736.8 26135 27384 ~2248 560.4
5,643.7 6,7499 | -1,106.2 3,583.1 4,489.5 -906.4 2,643.2 2,843.0 -199.9 582.6
5,883.9 71334 -1,2496 37043 47481 -1,0438 2,7885 29943 -205.8 608.9
5971.0 8,966.6 | 29956 3,766.7 67151 -2,9484 3,083.1 3,130.2 —47.1 878.7
6,896.4 95148 | -2,6184 44291 72841 -2,855.0 35774 3,340.8 236.6 11101
7,856.6 8,792.8 -936.2 51155 61449 10294 3,689.3 3,596.2 93.1 948.3
75143 93689 | -1,8445 4,820.9 65380 -17171 3,645.3 37727 -1274 951.9
80083 | 100615 -2,053.2 51789 70834 | -18745 3,790.9 3,969.6 ~1787 961.5
covenvieenee | 108704 ] i | TAIB | e | e 4,1575 979.0
7,803.6 8,546.5 ~742.9 5,075.1 6,002.8 -9277 3,659.6 34748 184.8 9311
7,928.1 8,700.4 -172.3 51348 6,079.7 -944.9 37554 3582.9 1726 962.1
7,857.8 8,843.4 -985.6 5,149.4 6,178.7| -1,029.3 3,660.1 3616.4 437 951.7
. 7,836.9 9,080.9| -12440 5102.8 63183 -12156 3,682.2 37107 -284 948.1
2023: 1. 74313 91829| -17516 47520 64336| -1681.6 3,658.6 37286 -700 979.3
Il 74344 9272.7| -1,8384 4,769.4 64917 -1,7223 3,650.0 3,766.1 -116.1 985.1
Il 75319 94413 19094 48355 6558.6| -1723.1 36035 37898 -186.4 907.1
v 7,659.9 95386| -1,878.7 4,926.5 6,668.1| ~1,7416 3,669.3 3,806.4 -1372 935.9
2024: 1. 7,8518 98112 -1,9595 5,045.8 6,846.1| -1,800.3 37426 39017 -159.2 936.7
Il 7,942.3 99580 -20156 5,146.5 69540 -18075 37431 3.951.2 —208.1 9472
80492 10,1852 -2,136.0 5210.1 7,165.7 | -1,9565 38188 3,999.3 -180.4 979.7
81898| 102914 -21016 5313.2 72477 19345 3,858.9 4,026.1 -167.1 9823
2025: 1. 83088| 104143 21054 5392.7 73136| 19209 38718 4,056.3 -184.6 955.7
Il 85635 10,6347| -2,081.2 5,603.7 74963 | -1,8926 39236 41121 -188.6 9738
8760.6| 107894| -2,0288 5793.6 75802 | -1786.6 3,969.2 42114 -2422 1,002.2
v | 108432 i | i AT [ 4,260.3 984.1

Note: Federal grants-in-aid to State and local governments are reflected in Federal current expenditures and State and local current receipts. Total
government current receipts and expenditures have been adjusted to eliminate this duplication.

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-50. State and local government revenues and expenditures, fiscal years 1960-2023
[Millions of dollars]

General revenues by source ? General expenditures by function?
Fiscal vear ! Sal(ejs ncividual Corpora- Hefvenue
iscal year an ndividual |~ tion rom ; ;
Property ; All 4 Edu- High- Public All
Total taxes gross - Income net Federal | 3 | Total cation | ways |welfare? | other®®

receipts | taxes | income | Govern-
taxes taxes ment

16405| 11,849 2,463 1,180 6974 11,634 ©51876| 18719 9,428 4,404 19,325
18,002 | 12, , , ’ 12562 | 56,201| 20,574 9,844 4,720 21,063
19,054| 13,494 3,037 1,308 7871| 13488| 60206| 22216| 10,357 5,084 22,549
20,089 | 14,456 3,269 1,505 8722| 14850| 64815| 23776| 11135 5481 24,423

1

21,241 15,762 3,791 169 | 10,002 5952 | 69302| 26286| 11,664 5,766 25,586
22583 | 17,118 4,090 1929 11029 17,251 74678| 28563 12,221 6,315 21,579
246701 19,085 4,760 2038| 13214\ 19269 82843| 33287| 12770 6,757 30,029
26,047 | 20,530 5825 2227 15370| 21198| 93350 37,919 13932 8218 33,281
21,7471 2291 7,308 2518 17,081 23599 102411| 41158| 14,481 9,857 36,915

1968-69 114550 30673| 26519 8,908 3180 19153 | 26,117| 116,728| 47238| 15417| 12,110 41,963
1969-70 130,756 | 34,054 30322| 10812 3738| 21,857 29973 131332 52718| 16427| 14679 47,508
1970-71.. 1449271 37,852| 33233| 11,900 34241 26146 32372 150674| 59413| 18095 18226 54,940

167535| 42,877| 37518| 15227 4M6| 31342| 36156| 168549 65813 19,021| 21,117 62,598
190,222 | 45283| 42,047\ 17,994 5425| 39264| 40,210| 181357 69713 18615| 23,562 69,447
207670 47,705| 46,098 | 19491 6,015| 41,820 46542| 199222| 75833 19,946| 25085 78,358
228171 51491| 49815| 21,454 6,642| 47,034| ©51,735| 230722 87.858| 22528| 28,156 92,180
256,176 57,001| 54547| 24575 7273| 55589 | 57,191| 256,731| 97,216| 23907| 32,604| 103,004
285157| 62,527| 60641| 29,246 91741 62444| 61125 274215| 102,780 23058 35906( 1
315960| 66422 6759 | 33176 10,738 69592| 68435 296984 110,758| 24609| 39,140( 1
343236| 64944| 74247\ 36932\ 12128| 75164| 79,822| 327517\ 119,448 28440| 41.898| 137731
382322 68499 79927\ 42,080 3321 83029 95467| 369,086| 133211 33311| 47288 1

1 1
423404| 74969\ 85971| 46426 14143 90294| 111599| 407449| 145784| 34603| 54,105 172,957
457,654| 82,067| 93613 50738| 15028| 877282| 128925 436733| 154282| 34520\ 57996| 189,935
486,753 | 89,105| 100,247| 55129| 14,258| 90,007| 138,008 466516/ 163,876 36,655 60,906 205,080
542,730 | 96457 | 114,097 | 64871| 16798 96935| 153571| 505008 | 176,108| 39,419 | 66414 223,068
598,121 103,757 | 126376 | 70,361| 19,152| 106,158 | 172,317 | 553899 | 192686 | 44989 | 71479 244745
641,486 111,709 | 135005| 74365| 19,994| 113099 | 187314\ 605623 | 210819| 49,368 | 75868| 269,568
686,860 | 121,203 | 144,091| 83935| 22425| 114,857 | 200,350 | 657,134| 226619| 52,355| 82650 295510
726,762 | 132,212| 156,452 | 88,350| 23663 | 117,602 | 208482| 704,921| 242683 | 55621| 89,090| 317,527
786,129 | 142,400 | 166336| 97,806 25926| 125824 | 227,838| 762,360 263898| 58105| 97,879| 342,479
849,502 | 155613 | 177,885| 105640| 23,566| 136,802 | 249996 | 834818| 288,148| 61,057| 110518| 375094

902,207 | 167999 | 185570 | 109,341| 22,242| 154,099 | 262955| 908,108 | 309,302| 64,937 | 130402| 403467
979,137| 180,337 | 197,731| 115638 | 23,880| 179,174| 282,376| 981,253 | 324,652| 67,351 | 158,723 | 430526
1,041,643 | 1897441 209,649 | 123235| 26417| 198,663 | 293,935(1,030,434| 342,287| 68370| 170,705 449,072
1,100,490 | 197,141 223628| 128810( 28,320 215492 | 307,099|1,077,665| 353,287 | 72,067| 183394 | 468916
1169505 203,451 | 237,268| 137,931| 31,406 228771| 330,677(1,149,863| 378,273| 77,109| 196,703 497,779
1222821 209440 | 248993 | 146,844| 32,009  234891| 350645|1193,276| 398859 | 79,092 | 197354| 517,971
1289237| 218877| 261,418| 159,042| 33820 244,847| 371233(1,249,984| 418416| 82,062| 203,779| 545727
1,365,762 | 230,150 | 274,883 | 175630| 34,412| 255048| 395639|1318,042| 450,365| 87,214| 208,120| 572,343
1434,029| 239672| 290,993| 189,309| 33922| 270,628 | 409,505|1,402,369| 483259| 93018| 218957| 607,134
1541,322| 2491781 309,290| 211,661| 36,059 291950 | 443,186|1506,797| 521,612| 101,336| 237336| 646,512

1979-80...
1980-81 ...

2006-07 2330611 388.905| 440470| 290278 60.955| 464.914| 685089] 2264035 774.170| 145011| 389,259| 955595

2000-01 1,647,161 263689 | 320217| 226334| 35296 324033| 477592|1626,063| 563572| 107,235| 261622| 693,634

2001-02 1,684879| 279,191 324,123 | 202,832| 28,152| 360546| 490,035|1736,866| 594,694| 115295 285464| 741413

2002-03 1763.212| 296,683 | 337,787| 199,407| 31,369| 389,264 508,702|1,821917| 621,335 117,696 310,783 772,102

2003-04 1,887,397| 317941 361,027| 215215 33,716| 423112| 536,386| 1,908,543 | 655,182| 117,215 340523| 795,622

2004-05 2,026,034 | 335779| 384266| 242,273| 43256| 438558| 581,90212,012,110| 688314| 126350| 365295 832,151

2005-06 2,197,475| 364,569| 417,735| 268,667| 53,081| 452,975| 640,458 %,;23,863 728917| 136,502 | 373,846| 884,398
2

2421977\ 409540| 449945| 304902| 57,231 477.441| 722919|2406,183| 826,061| 153,831| 408,920\ 1,017,372
2429672 | 434,818| 434128| 270,942| 46,280 537,949| 705565|2,500,796| 851,689 154,338| 437,184| 1,057,586
.12510,846| 443947| 435571| 261510| 44,108| 623,801| 701909|2542,231| 860,118| 155912| 460,230| 1,065971
1

12,618,037 | 445771| 463979| 285293 48422| 647,606| 726966|2,583,805| 862,271\ 153,895| 494,682| 1,072,957
2,598,745 4458541 482,172| 307,897| 48,877| 580,604| 733,341|2,595947| 870,321 | 159,498 | 491,158 | 1,074,971

2012-13 2,687,495 | 453,458 | 503553 | 339,666 | 52,853 | 583,294 | 754,672|2,631945| 878957 | 160,260 | 518,035| 1,074,693
2013-14 2,768,260 | 465,100 | 522,014 | 343001| 54558| 602,175| 7814122723022 | 906,016| 165051 | 547,889 1,104,066
2014-15 2,920,320 | 484,251 | 544359 | 368,862 | 57,130| 658,012| 807,707|2,:844,289| 934353 | 171,084| 616,515| 1,122,338
2015-16 3018372 | 504593 | 559,625| 375310 53581| 693,989 | 8312742,964,238 | 973025| 177,982 | 655532 1,157,699
2016-17 3,120,509 | 524,664 | 580963 | 384,678 52,805| 711,827 | 865573|3,084,229(1,016,295| 181,295| 679,848 | 1,206,791
2017-18 3,303,773 | 547515| 618,091 | 4298201 56,871| 741523 | 909,953 3,213,995 |1,048521| 194,646 | 709,463 | 1,261,365
2018-19 3,465,482 | 576,735 | 644,205| 446,770| 67,841| 762,910 967,020|3359,781|1,094234| 202,789 | 748319| 1314439
2019-20 3,627,999 | 601,048 | 652427 424741| 60,791| 912,083 | 976,909 3,513,437 1,133,735 205810 | 794119 1,379,774
2020-21 4083722| 630,414| 690,216 | 5451221 98,715(1,127,124 | 992,131 3,693,785 |1,145918| 206,229 | 865,061 1,476,578
2021-22 4,546,703 | 648416| 790,197 | 600,817 | 159,686 | 1,263,436 |1,084,151]4,096,470 | 1,291,742 | 211,836| 971,555| 1,621,338
2022-23 ... . |4622612| 682,107 841361| 516,135| 153,3771,235,362|1,194,270]4,385,192 | 1,366,869 | 236,313 |1,057,089| 1,724,921

" Fiscal years not the same for all governments. See Note.
Excludes revenues or expenditures of publicly owned utilities and liquor stores and of insurance-trust activities. Intergovernmental receipts and payments
between State and local governments are also excluded.
Includes motor vehicle license taxes, other taxes, and charges and miscellaneous revenues.
4 Includes intergovernmental payments to the Federal Government.
® Includes expenditures for libraries, hospitals, health, employment security administration, veterans' services, air transportation, sea and inland port
facilities, parking facilities, police protection, fire protection, correction, protective inspection and regulation, sewerage, natural resources, parks and recreation,
housing and community development, solid waste management, financial administration, judicial anal legal, general public buildings, other government
administration, interest on general debt, and other general expenditures, not elsewhere classified.
Note: Except for States listed, data for fiscal years listed from 196364 to 202223 are the aggregation of data for government fiscal years that ended in the
12-month period from July 1 to June 30 of those years; Texas used August and Alabama and Michigan used September as end dates. Data for 1963 and earlier
years include data for government fiscal years ending during that particular calendar year.

Source: Department of Commerce (Bureau of the Census).
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TABLE B-51. U.S. Treasury securities outstanding by kind of obligation, 1985-2025

[Billions of dollars]

Marketable Nonmarketable
Total
End of Treasury Treasury S 6
fiscal year or | securities 2 | Treasury | Treasury | Treasury inflation-protected sa%ings Foreiqn ?n‘g{" ;
month outstap ¢- | Total bills notes | bonds securities Total secu- | series® | account Other
ng rities 3 series
Total | Notes | Bonds

1.360.2 462.1 782 66| 3139 63.3

1,564.3 560.5 8738 41| 3659 102.8

1676.0 6734 98.5 441 4407 1298

1,802.9 7985] 1078 63| 5365 148.0

18928 94521 1157 68| 6637 159.0

20928 11991 1239 360 7794 180.6

2,390.7 27139 1354 M6 9084 188.5

26715 ,386.3| 1503 3701 1,011.0 188.0

2,904.9 5058 169.1 425] 11143 179.9

3,091.6 ,600.1| 1786 420] 1,2117 167.8

32604 6926| 1835 40| 13243 1438

34184 80241 1841 375 14547 126.1

34396 ,968.0 1827 349| 16085 141.9

3331.0 ,187.6| 1808 31| 1,771.3 194.4

32330 4143 1800 31.0| 20052 198.1

29928 6294|1777 254 22429 183.3

2,930.7 876.7| 1865 18.3| 24921 179.9

31367 0915 1933 125 27073 1784

3,460.7 3225|2016 11.0| 29122 197.7

3,846.1 5330 2042 59| 31300 1929

4,084.9 ,847.8| 2036 311 33806 2605

43030 2039|2037 30| 37227 2745

4,448.1 5595 1971 30| 40268 3326

5,236.0 478871 1943 30| 42977 2938

11,9098 | 7,009.7 4,900.1 1925 49| 44543 2484
13561.6| 84983 50633 1887 421 46453 2251
14,7903 | 96245 51658 | 1851 30| 47939 183.8
16,066.2 | 10,749.7 53165 1838 30| 49393 1904
16,738.2| 11,596.2 51420 180.0 30| 48031 156.0
178241\ 122942 55299 1767 30| 52125 131.7
18,1506 | 12,8538 52969 1728 3] 50135 110.3
19573.4| 13,660.6 59128| 1675 3| 56041 141.0
20,244.9| 14,1998 6,045.1 161.7 31 57711 112.0
21516.1| 152780 6,2380| 156.8 3| 59716 1034
22,7194 16,347.3 6,372.1 152.3 3| 61337 85.8
26,945.4| 20,374.9 65705 1486 3| 6,196.3 2253
284289| 21,8787 6550.2| 1436 3| 62433 163.0
30,9289| 23694.1 72348| 166.2 3| 69298 1385
33,167.4| 257538 . 1437|1757 0 71173 120.7
35,464.7| 27,728.3| 6,004. ,343. ,708.3| 20517 7,736.3| 1611 0| 74445 130.7
37,637.6| 29,7147| 6397.0|153925| 571426| 2,088.0 79228 1509 0| 76665 105.4
26510.3| 5780.2|13,831.2| 44015| 1966.3 7,6808| 169.3 0| 74001 111.4

26,8188| 6,011.2]13,829.8| 4,445.1| 19737 7,6522| 168.0 0| 73741 110.2

26,951.8| 6,0629(13,863.2| 4,467.1| 19997 7,6350| 166.8 0| 7,352 112.9

26,9184 | 58066.8| 13,994.9| 4,5153| 19956 7696| 1659 0| 74171 115.6

27,042.2| 5866.8| 14,013.8| 4560.4| 20258 76249| 1648 0] 73405 119.7

27,050.3| 5765.8( 14,046.7| 4581.1] 2,054.1 77816 1639 0] 74998 118.0

27,362.4| 5915.8(14,227.0 4631.8| 2,023.7 7,7424| 1628 0| 74551 1245

27595.9| 6121.8|14,192.2| 46576| 2,032.2 786021 1618 0| 73725 125.9

27,728.3| 6,004.8| 14,3434 | 4,708.3| 2,051.7 7,7363| 1611 0| 74445 130.7

27,990.8| 6,186.8|14,4436| 4,7438| 2,0339 79608 | 160.4 0| 76662 134.2

282232 6,389.8|14,4095| 4,7593| 2,054.0 786431 1596 0] 75793 1255

28,280.7| 6,186.9|14,565.4| 4811.7| 2,078.1 79379 1587 0| 78620 17.3

36,220.2| 285189| 6379.9|14,691.0| 4,8502| 1995.4 70141 157 0] 74403 103.9
36,218.9| 28,6286| 6368.0|14736.0| 4886.2| 2,005.3 75%.41 156.0 0] 73316 102.8
36,214.3| 28587.1| 6,156.0|14,813.9| 49199 2,036.2 7627.3| 1550 0] 73672 105.0
36,2136| 285758| 6,060.0|14,907.8| 49575/ 2,027.6 7637.8| 1541 0 73747 109.0
36,216.0| 28,588.6| 6,003.0|14,897.6]| 4987.3| 2,049.8 7627.3| 1533 0] 7,359 108.2
36,211.5| 28,657.3| 5784.11150736| 5040.1| 2,081.0 75542 1527 0] 7,2953 106.2
36,917.0| 28,970.0| 5995.9]15207.0| 50766 2,051.8 79470 1520 0| 76887 106.3
37,2745 29,407.11 6,369.0|15211.3| 5094.9| 2,065.2 78674 1514 0) 76118 104.2
37,637.6| 29,714.7| 6,397.0|153925| 51426| 2,088.0 79228 1509 0| 76665 105.4
38,040.1| 29,9986| 6593.2|15505.7| 5172.7| 2,078.7 80415 150.6 0| 77884 102.6
38,396.4| 30,198.2| 6,723.3|15497.9| 5198.8| 2,101.9 81982 1503 0| 79500 979
38514.0| 30,271.3| 6547.3|15636.9| 5249.0| 21339 82427 1499 0] 79940 9.7

! Data beginning with January 2001 are interest-bearing and non-interest-bearing securities; prior data are interest-bearing securities only.
Data from 1986 to 2002 and 2005 forward include Federal Financing Bank securities, not shown separately. Beginning with data for January 2014, includes
Floating Rate Notes, not shown separately.
Through 1996, series is U.S. savings bonds. Beginning 1997, includes U.S. retirement plan bonds, U.S. individual retirement bonds, and U.S. savings notes
previously included in “other” nonmarketable securities.
~ “Nonmarketable certificates of indebtedness, notes, bonds, and bills in the Treasury foreign series of dollar-denominated and foreign-currency-denominated
issues.
® Includes depository bonds; retirement plan bonds through 1996; Rural Flectrification Administration bonds; State and local bonds; special issues held
only by U.S. Government agencies and trust funds and the Federal home loan banks; for the Eler'\od July 2003 through February 2004, depositary compensation
securities; and for the period August 2008 through April 2016, Hope bonds for the HOPE For Homeowners Program.

Note: The fiscal year is on an October 1-September 30 basis.
Source: Department of the Treasury.
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TABLE B-52. Estimated ownership of U.S. Treasury securities, 2011-2025

[Billions of dollars]

Held by private investors

Federal
Reserve Pension funds
Total | and Intra- D State Forei
End of month publ\g govern- | Total -?' Us. State | Insurance | ;. and OreIIN | Other
debt rrrw]erlléal prir:/alt(je\y ?[?;"IOW Eavwggs ;| and | compa fuﬁ dl;ag ocal ig{]er— inves;
old: e ! onds i nies overn- ! tors
ings 2 tions Private g(ll[\)/cear‘n- gments national 7
ments

2011: 14,2700 | 59589| 83111 3210 186.7 2158 157.9 2535 749.4 585.3| 44814 1,360.1
1434311 62204 81227 2794 186.0 2518 158.0 254.8 7537 5722| 4,690.6 976.1
14,790.3| 63280 84624 2938 185.1 3736 155.7 259.6 7887 55791 49121 9358
15,2228 | 64396 87833 2197 185.2 3919 160.7 297.3 9279 562.2| 5,006.9 9714
2012: 15,582.3| 6,397.2| 9,185.1 317.0 184.8 406.6 169.4 298.1| 10154 567.4| 5/145.1 1,081.2
15,8555 64758 93797 3032 184.7 4274 1.2 2936 997.8 5854| 53109 1,105.4
16,066.2| 6,4468| 96194 338.2 1838 4539 181.7 2926 1,080.7 5%.9| 5476.1 10154
16,4327 65237 9,909.1 3477 1825 468.0 183.6 2927( 1,031.8 5996 | 55738 12294
2013: 16,7716| 6,656.8| 10,114.8 3389 181.7 463.4 1934 28431 1,066.7 6156| 57250 1,245.7
16,7382 6,773.3| 9.964.9 300.2 1809 4445 187.7 281.3| 11,0001 612.6| 55950 1,362.6
16,7382 6,834.2| 99040 2932 180.0 347.8 187.5 276.6 986.1 6243| 56528 1,355.7
7,205.3| 10,146.6 3211 1792 464.9 181.3 2745 983.3 6336| 57926 1.316.2
w014 73015| 102997| 3684|1783 4743 1843 2801 | 10604| 6320| 5383| 11737
7461.0( 10171.6 409.5 1716 4826 198.3 291.0 986.2 638.8| 6,018.7 968.8
74908 10,3332 4711 176.7 490.7 198.7 301.4] 10758 628.7| 6,069.2 920.8
75789 10,562.6 516.8 175.9 507.1 199.2 3105| 11218 6545| 6,158.0 9187
2015: 7521.3| 10,630.8 518.1 1749 4478 176.7 3085( 11704 663.3| 6,172.6 998.4
7536.5| 10,6155 5185 1739 3738 185.7 307.7] 11398 652.8| 6,161.0 1,102.2
7,488.7| 10,661.9 519.1 172.8 305.3 171.0 3100] 1,195.1 646.0| 6,104.0 1,238.7
7,112 11,2110 547.4 1716 504.7 1745 3101 13183 680.9| 6,144.2 1,359.1
2016: 19,2649 17,8014 11,463.6 562.9 1703 524.4 1704 3191 14041 694.9| 672844 13330
193816 7911.2| 11,4704 580.6 169.0 537.9 185.0 3337| 14342 7126 62791 1,238.3
195734 7,8635| 11,709.9 626.8 167.5 5456 2038 3452 1,600.4 710.9| 6,155.9 1,353.8
19,976.9| 80056 11,971.3 663.1 165.8 538.0 2188 3342 17054 717.3| 6,002.8 1,625.9
2017: 19,8464 | 7,941.1| 11,905.3 657.4 164.2 4442 2395 3426| 17152 7246| 6,075.3 1,542.3
198446 794341 11,9011 6205 162.8 4259 262.8 352.8| 16458 7101 6,151.9 1,568.5
20,2449| 8,036.9| 12208.0 6105 161.7 570.8 266.5 364.3| 17396 7040( 6,301.9 1,488.7
20,4927| 81321 12,3606 636.7 160.4 4321 2894 3779| 1.850.8 7350( 62113 1,667.1
2018 210899| 80866| 130033 6378| 1500| 5837| 3001| 3669| 20482| 7158| 62234| 19625
21,1953| 8,106.9| 13,088.5 663.1 157.8 605.0 307.3 360.2| 1,902.9 7268| 6,225.0 21404
21516.1| 8,068.1| 13,4479 682.0 156.8 615.3 301.7 361.3| 1957.2 730.7| 62259 24170
219741 8095.0| 13,8791 769.7 155.7 637.3 367.9 3605( 2,099 7132| 62701 25099
2019: 22,0280| 7,999.1| 14,0289 769.5 1545 4436 3576 366.8| 2,189.2 752.7| 64740 25210
220235| 79452 14,0784 808.2 1534 4704 386.5 369.3| 2,037.0 7514 66259 24763
22,7194| 80236 14,6958 909.4 152.3 691.1 3433 3727 23197 7018| 6,9235 2,819
23201.4| 83599 148415 935.1 1513 705.3 3334 3748| 24128 7191 68442| 23655
2020: 23686.9| 9279.7| 14,4072 9475 150.0 758.9 3304 4026| 25017 7155| 69495 1,651.0
2647741 10,157.7| 16,3196| 1,157.9 149.8 766.9 290.1 4089| 3,6%.4 872.7| 7,521 1,925.9
2694541 10,371.9| 165735 12407 1486 7726 3181 4203 37249 919| 7,069.2 1,937.3
27,7478 10,809.2| 169386| 1,264.8 1471 7706 354.7 4047| 37846 9912 7,070.7 2,150.2
2021: 28,1326 11,09%.5| 17,0371 1,341.7 145.7 761.2 346.3 3987| 39514 9939 70383 2,059.9
2852941 11,382.9| 17,1465| 14332 144.6 781.5 39.2 4246 37785 1,3046| 75189 1,358.3
2842891 11579.1| 16,849.8| 1,540.1 143.6 622.7 391.0 4265 3237.9| 13398| 75709 1571.2
29617.2| 121259| 17,4913 17338 146.2 809.6 4141 4224 34117 13681 77404 1,445.1
2022: 30,401.0] 12,281.3| 18,119.7] 1,7535 149.7 803.4 382.2 376.3| 32906| 13480| 76042| 24117
30,5686 12,399.7| 18,1689| 1,807.2 160.4 7853 368.6 367.2| 28903| 13875 74169 29855
30,9289 12,264.7| 18,6642 1,736.3 166.2 756.0 336.5 3684| 26043 13818| 7251.5| 40631
31,4199 12,4014 19,0185 1,7133 1735 7336 3218 3928 24087| 13%9| 71947 4,684.4
2023 314584 | 120446| 194138| 16154 1778| 4863 335 4057| 24127| 14534| 74886| 50403
32,332.3| 11976.9| 20,3554| 11,5558 1782 761.8 348.3 4084| 25919| 14562| 75632 54915
3316741 11,790.1| 21,3774 15548 175.7 7547 366.5 4280( 3,0868| 14312 7509.1 6,070.5
34,0015| 11,8481 22,1534| 1,646.4 1719 4848 402.7 4456 36449 1,489.9| 79400 59272
2024 345924| 116893| 229031| 17378 1668| 4882| 4206| 471.9| 39540| 15046| 81079| 60512
34,8319| 11,6724 231595| 17274 163.9 496.6 455.8 55141 38578| 15375| 82993 6,069.8
3654647 | 11,521.7 | 239430| 1,802.7 161.1 531.6 493.7 619.1| 4157.9| 16153| 8766.3 5,795.3
36,2186 11,6727 | 245459| 1,852.8 158.7 5235 468.6 5498| 45005| 1565.1| 86193 6,307.6
2025: 36,2143 | 11,5236 | 24,690.7| 18782 155.0 550.1 484.1 6238| 44208 15739] 90542 5,950.5
36,2115| 11,466.2 | 24,7453| 1,979.9 152.7 568.5 4944 590.1| 41518 16194] 9,090.3 6,098.1
37,6376| 11,556.1| 26,081.4| 2,067.1 150.9 590.4 496.5 658.0| 48085 16603 92344 64154

38,514.0| 11,895.1| 26,6189 149.9 9,271.0

! Face value.

2 Federal Reserve holdings exclude Treasury securities held under repurchase agreements.
Includes U.S. chartered depository institutions, foreign banking offices in U.S., banks in U.S. affiliated areas, credit unions, and bank holding companies.
4 Current accrual value includes myRA.
Inc\udes Treasury securities held by the Federal Employees Retirement System Thrift Savings Plan "G Fund.”
8 Includes money market mutual funds, mutual funds, and closed-end investment companies.
7 Includes nonmarketable foreign series, Treasury securities, and Treasury deposit funds. Excludes Treasury securities held under reEurchase agreements

in custody accounts at the Federal Reserve Bank of New York. Estimates reflect benchmarks to this series at differing intervals; for furt

Hu//enn and http://www.treasury.gov/resource-center/data-chart-center/tic/pages/index.aspx.
8 Includes individuals, Government-sponsored enterprises, brokers and dealers, bank personal trusts and estates, corporate and noncorporate businesses,

and other investors.

Source: Department of the Treasury.
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Corporate Profits and Finance

TABLE B-53. Corporate profits with inventory valuation and capital consumption
adjustments, 1975-2025

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits after tax with inventory valuation
Corporate profts and capital consumption adjustments
with inventon Taxes . i
Year or quarter valuation an on : Undistributed profits
capital consumption corporate i, with invento
adjustments income Total Net dividends valuation and
capital consumption
adjustments
138.9 463 926 383 54.3
174.3 59.4 1149 449 700
2058 68.5 137.3 50.7 86.6
2386 779 160.7 57.8 102.9
2492 80.7 168.5 67.0 1015
2231 755 1476 76.0 716
2459 703 175.6 839 917
2218 513 176.5 885 88.0
2779 66.4 2115 96.4 1151
3373 815 2558 1020 1538
353.1 81.6 2715 17 159.7
3236 919 2317 1211 110.6
370.8 12.7 258.1 1199 138.2
4162 124.3 2920 1455 146.5
4187 124.4 2943 179.3 115.0
4193 1218 2975 1936 104.0
4487 178 3309 202.1 128.8
4813 131.9 3494 2085 142.9
530.7 155.0 3757 7 154.0
634.1 172.7 4614 258.6 2029
716.7 194.4 522.2 2835 2387
803.6 2114 592.2 3239 268.3
889.9 2248 665.1 3599 3052
835.2 2218 6134 386.6 226.7
866.8 2214 639.4 3754 264.0
826.4 2334 593.0 4131 179.9
7872 1701 617.0 4029 2141
930.4 160.7 769.7 4215 3422
1,077.1 2138 863.3 455.0 4083
1,3205 2185 1,042.0 579.8 4622
1,530.0 3197 1,150.3 579.3 571.0
1,696.1 4301 1,266.0 7158 550.1
1,595.8 3918 1,204.0 8183 3857
1,345.6 2559 1,089.7 8414 2483
1425.7 2039 12217 6347 587.0
1,745 2723 1,502.2 636.0 866.2
1,862.4 280.8 1,581.7 788.0 7937
2,057.7 3346 17231 9453 7718
2,081.1 3624 17187 997.3 14
22128 406.9 1,805.9 1,059.9 746.0
21731 396.1 17770 1,128.7 648.3
21443 376.0 1,768.3 11394 6289
22252 2972 1,928.1 1,2639 6742
2,365.2 2974 2,067.7 1,319.9 7418
2413 2972 21741 14168 7513
24115 3111 2,1005 14923 608.1
3,098.0 468.9 2,629.1 1,887.0 7421
33626 600.6 2,762.0 20279 7341
3617.3 613.0 30043 21545 849.9
38018 680.3 31214 22257 895.7
22615] ..
31725 584.3 2,588.2 2,0107 5775
3.380.6 604.6 2,776.1 2017.3 758.7
34711 601.0 2,876.0 20269 849.1
3420.2 6124 2,807.9 2,056.7 7511
2023: 1. 35243 608.1 2916.2 2,099 816.3
| 35325 600.9 29317 2,155.0 7767
36488 6123 30365 21636 873.0
37637 630.8 31329 21994 9335
2024: 1. 36875 661.6 30259 22250 801.0
| 37931 682.5 31106 2,232.6 8780
37557 677.2 30785 22214 857.1
39706 7000 32706 22239 1,046.8
2025: 1. 39229 6704 3,252.4 2,255.7 996.8
| 39297 6703 32594 2,251.8 1,001.7
4,105.2 693.6 34117 2,260.8 1,150.9
2217

Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-54. Corporate profits by industry, 1975-2025

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits with inventory valuation adjustment and without capital consumption adjustment

Domestic industries

Year or quarter Financial Nonfinancial Rgft
Total the
Total Federal Manu- | Trans- Whole- | gevait | Infor- world
Total |Reserve | Other | Total | factur- | porta- | Utilities | sale Ie g' n tq[ Other
banks ing | tion' trade | 'e¢€ | maton

. 8 .
15.1 324 .
87.9 . 9.9 .
135 3279) 647 94| 1300 1766| 1633| 4416 4199
570 2999 59.6 138] 1274 1517 1430| 4615 4989
67.1| 361.7| 451 16.5| 1082| 1456| 1152| 4746| 5206
68.0| 3536| 345 17| 1258| 1495| 1345| 4583| 5330
227 3326| 392 274 1584 2486| 1205| 5%.1 4453
66.4| 4804| 943| 333| 168.1| 301.9| 1524| 8360| 4002
142| 6467| 1041 380| 250.11 2909| 180.8| 8037 4495
371 7280| 1240| 564| 2913| 3684| 231.6| 9374 4731
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396241 34966| 8523 -268| 879.2| 26442| 5911 1012 56.1| 2665 3902| 2710 9680| 4858
39829| 3511.4| 8585 -42.1| 900.7| 2,652.8| 6486 926 528| 218.1| 4030| 2708| 9670 4715
41958] 36739| 9121) -304| 9424| 2761.9| 7047 941 606 2062 402.6| 3040] 9896 5219

! Data on Standard Industrial Classification (SIC) basis include transportation and public utilities. Those on North American Industry Classification System
(NAICS) basis include transporation and warehousing. Utilities classified separately in NAICS (as shown beginning 1998).
231C-based industry data use the 1987 SIC for data beginning in 1987 and the 1972 SIC for prior data. NAICS-based data use 2017 NAICS.

Note: Industry data on SIC basis and NAICS basis are not necessarily the same and are not strictly comparable.
Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B-55. Historical stock prices and yields, 1949-2003

Common stack yields
Common stock prtces f
(end of period) ' (Stan(ggrrgeﬁtlg’oors)
; 2
End of year New York Stock Exchange (NYSE) indexes - Standard Nastaq | .
Composite December 31, 1965=50 ~ Jones cgrr? Dgsri?e co?;]ggitte Dlwrd‘_ggd- Earrrt‘tétegs-
‘DZ%CU 3} . 7 g@%ﬁg‘e&z‘ ingjex ) (Feb. 5, ) rgtio 6 FgIID 7
5000)3 | Composite | Industrial rtaanﬁgr?r» Utility# | Finance (1941-43=10)%| 1971=100)
200.52 16.76 | .. 6.59 15.48
23542 2041 6.57 13.99
269.23 2377 6.13 11.82
291.90 26.57 5.80 9.47
13.60 280.90 24.81 5.80 10.26
19.40 404.39 3598 4.95 857
2371 488.40 45.48 4.08 795
24.35 499.47 46.67 4.09 7.55
21.11 435.69 39.99 435 7.89
28.85 583.65 5521 397 6.23
3215 679.36 59.89] .. 323 5.78
3094 615.89 58.11 347 590
38.93 731.14 71.55 2.98 462
3381 652.10 63.10 337 5.82
39.92 762.95 75.02 317 550
45.65 874.13 84.75 301 5.32
50.00 50.00 50.00 50.00 5000  969.26 9243 3.00 559
43.72 4313 47.56 90.38 4491 785.69 80.33 340 6.63
53.83 56.59 49.66 86.76 53.80|  905.11 96.47 3.20 573
58.90 61.69 56.27 91.64 76.48 943.75 103.86 3.07 5.67
51.53 54.74 37.85 7154 67.87 800.36 92.06 324 6.08
50.23 5291 3570 81.64 6434 83892 92.15 383 6.45
56.43 60.53 49.56 78.78 73.83 890.20 102.09 314 541
64.48 7033 4769 84.34 83.34| 1,020.02 118.05 2.84 550
51.82 56.60 37.53 68.66 64.51 850.86 97.55 3.06 112
36.13 39.15 26.36 53.30 39.84|  616.24 68.56 447 11.59
4764 52.73 32.98 66.94 4520| 85241 90.19 431 9.15
57.88 63.36 4257 82.54 59.23 | 1,004.65 107.46 3.77 8.90
52.50 56.43 40.50 81.08 53.85 831.17 95.10 462 10.79
53.62 58.87 41.58 75.38 55.01 805.01 96.11 528 12.03
61.95 70.24 50.64 73.80 63.45 838.74 107.94 547 13.46
77.86 91.52 76.19 76.90 7083 963.99 135.76 5.26 12.66
7nn 80.89 66.85 80.10 73.68 875.00 122.55 5.20 11.96
81.03 93.02 7363 86.94 85.00| 1,046.54 140.64 5.81 11.60
95.18 111.35 98.09 92.48 94321 1,258.64 164.93 4.40 8.03
96.38 110.58 90.61 103.14 97.63| 121157 167.24 464 10.02
121.59 139.27 113.97 126.38 131.29| 1,546.67 211.28 425 8.12
138.59 160.11 117.65 147.54 140.05| 1,895.95 28217 349 6.09
138.23 167.04 118.57 134.62 11457 1,938.83 247.08 3.08 5.48
156.26 189.42 146.60 149.38 12819 2,168.57 271.72 364 8.01
206230 195.04|  232.76 178.33|  204.00 156.15| 2,753.20 353.40 345 742
1,908.45 180.49 223.60 141.49 182.60 122.06| 2,633.66 330.22 361 6.47
2,426.04 229.44 285.82 201.87 204.26 172.68| 3,168.83 417.09 324 479
2,539.92 2401 294.39 21472 209.66 200.83| 3,301.11 435.71 2.99 4.22
2,739.44 259.08 315.26 270.48 229.92 216.82| 3,754.09 466.45 278 4.46
2,653.37 250.94 318.10 222.46 198.41 195.80| 3834.44 459.27 282 583
3,484.15 32951 413.29 301.96 25290 27425| 511712 615.93 2.56 6.09
4,148.07 392.30 49438 352.30 259.91 351.17| 6,448.27 740.74 219 524
5,405.19 511.19 630.38 466.25 33519 49596| 7,908.25 970.43 177 457
6,299.94 595.81 743.65 482.38 44594 521.42| 918143 1,229.23 149 3.46
6,876.10 650.30 828.21 466.70 511.15 516.61| 11,497.12 1459 25 4059 Kl 1.25 3.17
6,945.57 656.87 803.29 462.76 44054 646.95| 10,786.85 1,320.28| 2,470.52 1.15 363
6,236.39 589.80| 73571 438.81 329.84| 59369 10,021.50 1,148.08| 195040 1.32 2.95
5,000.00 47287 583.95 395.81 233.08 51046 8341.63 879.82| 1,335.51 161 292
6,440.30 572.56| 73550 519.58| 26558 6565.12 | 10,453.92 111192 2,003.37 177 384

1End of period.
ZInctudes stocks as follows; for NYSE, all stocks listed; for Dow Jones industrial average, 30 stocks; for Standard & Poor’s (S&P) composite index, 500
stocks and for Nasdag composite index, over 5,000.
3The NYSE relaunched the composite index on January 9, 2003, incorporating new definitions, methodology, and base value. (The composite index based on
December 31, 1965=50 was discontinued.) Subset indexes on financial, energy, and health care were released by the NYSE on January 8, 2004 (see Table B-56).
NYSE indexes shown in this table for industrials, utilities, transportation, and finance were discontinued.
: dEffglctive April 1993, the NYSE doubled the value of the utility index to facilitate trading of options and futures on the index. Indexes prior to 1993 reflect
the doubling
Based on 500 stocks in the S&P composite index.
6 Aggre?ate cash dividends (based on latest known annual rate) divided by aggregate market value based on Wednesday closing prices. Monthly data are
averages o weekly figures; annual data are averages of monthly figures.
7 Quarterly data are ratio of earnings (after taxes) for four quarters ending with particular quarter-to-price index for last day of that quarter. Annual data are
averages of quarterly ratios.

Sources: New York Stock Exchange, Dow Jones & Co., Inc., Standard & Poor’s, and Nasdaq Stock Market.
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TABLE B-56. Common stock prices and yields, 2000-2025

Common stock yields

Common stock pnces
(end of period) 1Slar‘lggrrge%tr00rsl
End of year New York Stock Exchan
ge (NYSE] mdexes Standard Nasdagq
or month (December 31, 2002=5,000) 2 * J%?]‘gs & Poor’s composite | Dividend- |  Earnings-
industria composite index price price
0 ) Enancial b Health avera ei index (Feb. 5, ratio ratio
omposite inancia nergy care g (1g41,43:m,2 1971:100'2
6,945.57 10,786.85 1,320.28 2,470.52
6,236.39 10,021.50 1,148.08 1,950.40

5,000.00 5,000.00 5,000.00 5,000.00 8,341.63 879.82 1,335.51
6,440.30 6,676.42 6,321.05 5,925.97 10,453.92 1,111.92 2,003.37
7,250.06 7,493.92 7,934 49 6,119.07 10,783.01 1.211.92 217544
7,753.95 7,996.94 10,109.61 6,458.20 10,717.50 1,248.29 2,205.32
9,139.02 9,552.22 11,967.88 6,958.64 12,463.15 1418.30 241529
9,740.32 8,300.68 15,283.81 7,170.42 13,264.82 1,468.36 2,652.28
5,757.05 3,848.42 9,434.01 5,340.73 8,776.39 903.25 1577.03
7,184.96 4,721.02 11,415.03 6,427.27 10,428.05 ,115.10 2,269.15

1

7,964.02 4,958.62 12,520.29 6,501.53 1157751 1,257.64 2,652.87

1,477.03 4,062.88 12,409.61 7,04561 12,217.56 1,257.60 2,605.15

8,443.51 511454 12,606.06 7,904.06 13,104.14 142619 3,019.51
10,400.33 6,353.68 14,557 .54 10,245.31 16,576.66 1,848.36 4176.59
10,839.24 6,707.16 12,533.54 11,967.04 17,823.07 2,058.90 4,736.06
10,143.42 6,305.68 9,343.81 12,385.19 17,425.03 2,043.94 5007.41
11,056.89 6,961.56 11,503.76 11,907.20 19,762.60 2,238.83 5383.12
12,808.84 8,235.89 11,470.58 14,220.58 24,719.22 2,673.61 6,903.39
11,374.39 6,969.48 9,341.44 15,158.38 23,327.46 2,506.85 6,635.28
13913.03 8,700.11 10,037.30 18,070.10 28,638.44 3,230.78 8,972.60

14,524.80 8,292.85 6,502.78 20,045.67 | 30,606.48 3,756.07 12,888.28
17,164.13 10,175.36 9,146.18 2434565 | 3633830 4,766.18 15,
15,184.31 8,668.77 3,051.89 2343984 | 33,147.25 3,839.50 10,466.48
16,852.89 9,881.78 26954 | 24,167.14 | 37,689.54 4,769.83 15,
19,097.11 12,043.30 127.08| 2433186 |  42544.22 5,881.63 1931079

3
3
2200393 | 1432217 418403 | 26,861.56 |  48,063.29 6,845.50 | 23,241.99
3
2
2

6,036.39 9,432.80
5428.97 9,139.29

1 43464 | 2302798 |  34,086.04 4,076.60 11,584.55
1 72458 | 22,041.91 32,656.70 3,970.15 11,455.54
15,374.91 8,494.23 455,61 22,550.28 | 3327415 4,109.31 12,221.91
15,545.88 8,699.82 289529 233%.71 34,098.16 4,169.48 12,226.58

14,887.14 8,346.55 11,635.80 | 22,397.48 |  32,908.27 4,179.83 12,935.29
15,875.91 8,907.96 1250478  23,378.02|  34,407.60 4,450.38 13,787.92
16,427.29 9,305.43 1332862 |  23,604.11 35,559,563 4,588.96 14,346.02
16,000.37 8,988.61 13,467.87 23,602.11 3472191 4,507.66 14,034.97
15,398.21 8,668.91 13852131 2295148  33,507.50 4,288.05 13,219.32
14919.20 8,332.44 1327528 22337.96|  33,052.87 4193.80 12,851.24
16,088.84 9,258.87 13,250.97 23,464.37 35.950.89 4,567.80 14,226.22
16,852.89 9,881.78 1325954 |  24167.14|  37,689.54 4,769.83 15,011.35

1691113 9,903.28 1313277 24,94326|  38,150.30 484565 15,164.01
17,607.43 10,247.93 1325984 | 2597164 |  38,996.39 5,096.27 16,091.92
18,312.67 10,702.54 1436175  26,551.78|  39,807.37 5,254.35 16,379.46
17,603.34 10,212.57 1439524 | 2545564 |  37,815.92 5,035.69 15,657.82
18,083.69 10,647.38 1447113 25,982.73 38,686.32 527751 16,735.02
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18,026.50 10,577.82 1407360 |  26,375.22 39,118.86 5,460.48 17,732.60

18,710.01 11,252.91 14,279.73 26913.78 |  40,842.79 5522.30 17,599.40

19,292.23 11,642.16 14,092.64 | 2847856 |  41,563.08 5,648.40 17,713.62

19,516.44 11,677.14 13,544.51 27,656.89 |  42,330.15 5,762.48 18,189.17

19,238.95 11,781.25 13,535.19 26,201.34| 4176346 570545 18,095.15

20,272.04 12,763.92 14,184.72 26,175.03 | 4491065 6,032.38 19,218.17

19,097.11 12,043.30 13,127.08 2433186| 4254422 5,881.63 19,310.79

19,998.82 12,736.33 13,405.07 2577193 | 44,544.66 6,040.53 19,627.44

20,028.19 12,952.16 1362084 |  26,125.37|  43,840.91 5,954.50 18,847.28

19,395.86 12,493.33 14,207.15| 2554211 42,001.76 5611.85 17,299.29

19114.23 12,334.77 12,462.53 24673.77 | 40,669.36 5,569.06 17,446.34

19,783.81 12,893.94 12,739.27 | 2337018 |  42,270.07 5911.69 19,113.77

20,429.55 13,226.87 13366.85 | 23,836.23 |  44,094.77 6,20495 |  20,369.73

20,458.44 13,262.64 13,654.22 | 22,586.51 44,130.98 6,339.39 | 21,122.45

21,151.46 13,762.98 1410067 | 2414673 | 4554488 6,460.26 |  21,455.55

21,564.54 13,830.53 1400357 | 24,689.81 46,397.89 6,688.46 |  22,660.01

21,459.58 13,506.54 1395035 |  25051.55|  47,562.87 6,84020 |  23,724.96

. 21,824.67 13,884.45 1423786 | 27,093.06| 47,716.42 6,849.09 |  23,365.69
Dec. 22,003.93 1432217 1418403 | 26,861.56 | 48,063.29 6,845.50 |  23.241.99

"'End of year or month.
2 Includes stocks as follows: for NYSE, all stocks listed {in 2025, over 2,100); for Dow Jones industrial average, 30 stocks; for Standard & Poor's (S&P)
composite index, 500 stocks; and for Nasdag composite index, in 2025, about 3,300.
The NYSE relaunched the composite index on January 9, 2003, incorporating new definitions, methodology, and base value. Subset indexes on financial,
enefay, and health care were released by the NYSE on January 8, 2004.
“4Based on 500 stocks in the S&P composite index.
Aggre?ate cash dividends (based on latest known annual rate) divided by aggregate market value based on Wednesday closing prices. Monthly data are
averages of weekly figures, annual data are averages of monthly figures.
Quarterly data are ratio of earnings (after taxes) for four quarters ending with particular quarter-to-price index for last day of that quarter. Annual data are
averages of quarterly ratios.

Sources: New York Stock Exchange, Dow Jones & Co., Inc., Standard & Poor’s, and Nasdaq Stock Market.
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International Statistics

TaBLE B-57. U.S. international transactions, 1977-2025
[Millions of dollars; quarterly data seasonally adjusted]

Current Account !
Goods 2 Services Primary income receipts and aoé%im
Balance payments Balance balance
Year or Balance
quarter Bal- on Bal- on on asa
a goods 3| second- percent-
Balance ance and pay. | ance ary current age
Exports | Imports on Exports | Imports | on | garyices | Receipts mer‘l/ts 0| |ncomed | account OfSDp
goods serv- primary
ices income
120816 151,907 | -31,091 31486 | 27640| 3845| -27,247| 32,355| 14,218 18137| -5227| -14,336 -0.7
142,075| 176,002 | —33927 36,353 | 32,189 4,164| -29,763| 42,087| 21,680| 20,407 | -5788| -15,143 -6
184,439| 212,007 | -27,568 39,693 | 36689 3003| -24566| 63835| 32961| 30874| -6,593 -285 0
224,250 249,750| -25,500 47585| 41492| 6,093| -19407| 72605| 42533| 30072 -8349 2318 A
237,044 | 265067 | -28,023 57,355| 45503| 11,851| -16,172| 86529 | 53,626| 32,903 | 11,702 5,029 2
211,157 | 247,642| 36,485 64,078 | 51,750 | 12,330 | -24,156| 96522| 61,359 | 35,163 | —16,545 5537 -2
201,799| 268901| 67,102 64,307 | 54973| 9335| 57,767| 96,031| 59,643| 36,388 | —17,311| 38,691 -1.1
219,926 | 332,418| -112,492 71,168 | 67,748| 3418|-109,074| 115639 | 80,574 | 35065| —20,334| 94,344 -2.3
215915( 338,088 | 122,173 73,156 | 72,863 294 -121,879| 105046 | 79,324| 25722 | -21,999 | -118,155 =27
223344 | 368425| -145,081 86,690 | 80,147 | 6,543 |-138539| 102,798 | 87,304 | 15494 | -24,131| -147,176 -32
250,208 | 409,765| —159,557 98,661 | 90,788 | 7,.874|-151,683| 113603 | 99,309 | 14,294 | —23,265| -160,655 -33
1988 320230 | 447,189| -126959| 110,920 | 98,525| 12,394 | -114,566 | 141,666 | 122,981 | 18,685 | 25274 | —121,153 -2.3
1989 359,916 | 477,665| —117,749| 127,087 | 102,480 | 24,607 | —93142| 166,384 | 146,560 | 19,824 | —26,169 | 99,487 -18
1990 387,401 | 498,438| -111,037| 147,833 |117,660| 30,173 | —80,865| 176,894 | 148345| 28,549 | —26,654 | 78,969 -13
1991 414,083 | 491020 -76,937| 164,260 | 118,459 | 45802 | -31,136| 155327 | 131,198 | 24,129 | 9,904 2,897 0
1992 439,631 | 536,528| -96,897| 177,251 (119,566 | 57,685| —39,212| 139,082 | 114,845| 24,237 | -36,635| -51,613 -8
1993 456,943 | 589,394 | -132,451| 185,920 (123,780 62,141| -70311| 141,606| 116,287 25319 | -39,811| 84,805 -12
1994 502,859 | 668,690| —165831| 200,395| 133,057 | 67,338 | -98,493 | 169,447 | 152,302 | 17,145 | 40,265 | —121,612 -1.7
1995 575204| 749374| 174,170 219,183 | 141,397 | 77,786 | -96,384 | 213,661 | 192,771 | 20,890 | 38,074 | 113,567 -15
1996 612,113| 803,113| —191,000| 239,489 152,554 | 86,935 |—104,085| 229,530 | 207,212 | 22,318 | 43,017 | —124,764 -15
1997 678,366 | 876,794| —198,428| 256,087 165932 | 90,155|-108,273 | 261,357 | 248,750 | 12,607 | —45,062 | 140,726 -16
1998 670,416| 918,637| -248,221| 262,758 180,677 | 82,081 |-166,140 | 266,244 | 261978 | 4,266 | -53,187 | -215,062 24
1999 698,524 (1,035,592 | 337,068 278,001 | 196,742 | 81,258 | -255,809 | 302,540 | 292,566 | 9974 | 40,777 | 286,612 =30
2000 784,940 1,231,722 | —446,783 | 298,023 | 220927 | 77,09 | -369,686 | 365612 | 350,980 | 14,632 | —46,863 | —401,918 -39
2001 731,3311,153,701 | —422,370| 284,035 | 222,039 | 61,997 | -360,373 | 311,364 | 288,120 | 23,244 | —56,953 | —394,082 =37
2002 698,036 (1,173,281 | —475245| 288,059 | 233480 | 54,579 | -420,666 | 306,391 | 288,886 | 17,506 | —52,949 | —456,110 4.2
2003 730,446 1,272,089 | 541,643 | 297,740 | 252,340 | 45401 |-496,243 | 346931 | 317,677 | 29,254 | -55,300 | -522,289 -4.6
823,584 (1,488,349 | —664,766| 344,536 | 290,609 | 53,927 | 610,838 | 432,839 | 386,256 | 46,583 | —71,634 | —635890 52
1,695,820 | —782,804 | 378,487 | 312,225 | 66,262 | -716,542 | 536,294 | 492,108 | 44,186 | —76,876 | —749,232 57
1,878,194 | -837,289| 423,086 | 349,329 | 73,756 | -763533 | 669919 | 653945| 15974 | 69,088 | -816,646 -59
1,986,347 | —821,196| 495,664 | 385,464 | 110,199 | -710,997 | 816,938 | 752,582 | 64,356 | —89,910 | —736,550 5.1
2,141,287 | -832,492| 540,791 | 420,650 [ 120,142 | 712,350 | 820,244 | 708,225 |112,019| -96,192 | —696,523 4.7
1,580,025 | -509,694 | 522,461 | 407,538 114,923 | -394,771 | 653,222 | 537,684 {115,539 |-100,496 | —379,729 -26
1,938,950 | —648,671| 582,041 | 436,456 | 145584 | -503,087 | 723,223 | 553311{169,911 | —98,834 | —432,009 -29
2,239,886 | —740,999| 644,665 | 458,188 | 186,477 | 554,522 | 791,469 | 589,038 |202,431|-103,211| —455,302 -29
2,303,749 | -741,119| 684,823 | 469,610 {215,213 | 525,906 | 791,613 | 593,754 {197,859 | 90,134 | —418,181 -26
2,294247| 700539 | 719,413 | 465,736 | 253,678 | -446,861 | 811,501 | 616,041 [195460 | 88,115 | -339,516 -20
2,385,480 | 749,917 | 757,051 | 491,086 | 265,965 | —483,952 | 845,858 | 645,623 {200,235 | 86,339 | 370,056 -2.1
2,273,249 | -761,868| 769,397 | 498,305 |271,092 | -490,776 | 824,929 | 639,724 {185,205 |-102,882 | —408,453 22
2,207,195| 749,801 | 783,431 513,088 | 270,343 | -479,458 | 857,240 | 660,798 [196,442 |-113,199 | -396,216 -2.1
2,356,345 | 799,343 | 837,474 | 555,070 | 282,404 | 516,939 | 995,442 | 737,501 | 257,942 | -108,618 | 367,616 -19
2,555,662 | —878,749| 867,670 | 566,418 |301,252 | -577,497 1,102,964 | 847,689 | 255275 |-116,772 | —438,994 -2.1
2,512,358 | 857,260 898,996 | 601,007 | 297,989 | -559,270 1,139,310 | 891,911 | 247,400 | -130,092 | —441,963 -21
2,346,727 | -912,875| 738994 472,161 | 266,834 | 646,042 | 954,005 | 776,288 [177,717 |-125,174 | —593,498 28
2,849,0431-1,083,190 | 818,215 | 572,300 | 245,916 | 837,274 | 1,048,416 | 931,169 | 117,247 | ~138,605 | —858,632 -36
3,270,141 1-1,174565 | 962,869 | 712,033 | 250,836 | -923,729 | 1,184,984 | 1,066,267 [ 118,717 | -188,122 | —993,134 38
3,104,952 | 1,057,495 | 1,045,079 | 761,789 | 283,290 | 774,205 | 1,363,258 | 1,310,615 | 52,643 | -206,441| -928,002 -33
3,295,180 -1,215,403 | 1,152,747 | 840,877 | 311,870 | 903,532 | 1,451,065 | 1,492,104 |-41,039 | -240,729 | -1,185,301 4.0
3,438,331 (1,240,816 | 1,232,405 903,278 | 329,127 | -911,689 | 1,632,752 | 1,619,961 | 12,791 |-217,112 |-1,116,010 -36
2022: | 491,073 | 820647 | -329,574| 226,868 | 164,976 | 61,892 | —267,682 | 275368 | 252,528 | 22,840 | -37,717 | —282,559 45
540,304 | 845,724 | -305420| 238,076 177,475| 60,601 |-244,819 | 290,129 | 257,177 | 32,952 | 43,329 | -255,197 -39
546,578 | 811,633| —265055| 246,143 | 184,224 | 61,918 | -203,137 | 305944 | 270,347 | 35596 | 57,794 | —225,334 -34
.| 517621 792137 | -274515| 251,782 | 185,358 | 66,424 | -208,091 | 313,544 | 286,215| 27,329 | 49,282 | 230,044 -34
2023: | ... | 518912| 784,090| -265178| 254,940 (186,350 | 68590 |-196588| 327,297 | 308,068 | 19,229 | -50,701 | —228,060 -34
Il 498,337 | 770535| -272,198| 259,719 |189,608 | 70,111 |-202,087 | 335102 | 317,580 | 17,521 | -50,333 | —234,899 -34
515,766 | 772,039| -256,273| 263,306 | 189,522 | 73,784 | -182,489 | 351,163 | 334,974 | 16,189 | 54,492 | -220,792 -3
.| 514441 778287| -263846| 267,114|196,309 | 70,805 |-193,041| 349696 | 349993 | -297| —50,915| -244,252 -34
2024: | ... | 517,066| 795218| —278152| 279,690 | 201,313 | 78377 |-199,774 | 354,442 | 364,661|-10,219 | -50,861 | —260,854 -36
... 516,675| 815825| —299,150 | 283,050 | 205,358 | 77,692 | -221,458 | 366,018 | 377,227 |-11,210 | 53,644 | -286,311 -39
IIl.... | 528,109 | 837,299| -309,189| 292,412 |214573| 77,839 |-231,351| 352,605| 373,830(-21,225| —73,592 | —326,168 4.4
IV... | 517,926 846,838 -328912| 297,595|219,633| 77,962 | -250,950 | 378,000| 376,385| 1,615| —62,633| -311,967 42
2025: |...... | 537,9561,002,369| -464,413| 299,579|219,132 | 80,447 | -383966 | 358,264 | 360,960 | 2,697 | 51,683 | —438,346 58
Il.... | 548969 818,012 -269,044| 302,562 | 221,802 | 80,760 | -188,284 | 378840 | 384,737 | —5,897 | —53,597 | —247,778 -33
Ill... | 547,025| 812927| -265901| 315445228955 86,490 | -179,411| 389,937 | 392,476 | —2,539 | 57,192 | -239,142 -3.1
VP | 563565| 805022| -241458| 314,820 233,389 81,430|-160,027 | 405711| 381,787 | 23924 | 54,641 | —190,745 -24

! Current and capital account statistics in the international transactions accounts differ slightly from statistics in the National Income and Product Accounts
(NIPAs) because of adjustments made to convert the international statistics to national accounting concepts. A reconciliation can be found in NIPA table 4.3B.

Adjusted from Census data to ah'%

necessary to supplement coverage of
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n with concepts and definitions used to prepare the international and national economic accounts. The adjustments are_
¥ € ensus data, to eliminate duplication of transactions recorded elsewhere in the international accounts, to value transactions
according to a standard definition, and for earlier years, to record transactions in the appropriate period.

See next page for continuation of table.



TaBLE B-57. U.S. international transactions, 1977-2025—Continued
[Millions of dollars; quarterly data seasonally adjusted]

Financial account
Net U.S. acquisition of financial assets excluding Net U.S. incurrence of liabilities excluding | | Netlending
Balance financial derivatives financial derivatives Financial (+
on [net increase in assets / financial outflow (+)] [net increase in liabilities / financial inflow (+]]| deriva- ornet | satistical
Year or capital tives borrow- | “gigerep-
quarter ac- } ) ) other ing () ancy
count! Direct | Portfolio | Other Directin- | Fortfolio | gyor i than from

Total invest- | invest- | invest- | Reserve | qoo | yasimont | IMVESE | o oot | TESENVeS, financial

ment | ment | ment assels labiliies | | MM | fiabilties | "€t ans-|  account

assets | assets | assets liabilities actions trans- .

actions

34,785| 11,891 5459 | 17,060 375 52,770 3,728 37615 11,427 . -17,985 -3,651
61,130 16057| 3626| 42179| -732| 66,275 789 | 30083 2829 . 5,145 9,997
66,053 | 25223| 12430| 27,267| 1133 40,693 11876 | -13502| 42319]. 25,360 25,647
86,968 | 19,222 6,042 | 53550 8154 62,036 16,918 23825( 21,293 | . 24,932 22,614
114,147 9624| 15650| 83697| 5176| 85684| 25196| 17,509| 42979]. 28463 | 23433
142,722\ 19397| 12395| 105965| 4.965| 109.897| 27475 1969 | 62,727 | . 32,825 38,362
74690 | 20844| 2063| 50588| 1,195 95715 18)688| 18382 | 58645 . -21,025| 17,666
50,740 | 26,770 3498| 17,340 3132| 126413| 34,832 38695| 52,886 | . —75,673 18,673
47,084 | 21,241 3008| 18.957| 3858| 146544| 22057| 68004 56483 . 99480 18,677
107,252 | 19,524 8984 | 79057| -313| 223854| 30,946| 104,497| 88411]. -116,602 30,570
84,058 | 39795| 7,903| 45508| -9,148| 251,863 | 63232 79,631 | 109,000 . -167,805| -7,149
105,747 | 21,701 4589 | 75544 3913| 244,008| 56,910 86,786 | 100,312 | . -138,261| 17,108
182,908 | 50973| 31,166| 75476| 25293 | 230302| 75801 74852| 79649 . 47,394 | 52,299
103985| 59,934| 30557| 11,336| 2158| 162,109| 71.247| 25767| 65095 -58,124| 28,066
75,753 | 49,253 | 32,053 210 5763 | 119586 | 34535 72,562 12,489 —43,833 | —41,601
84,899 | 58755| 50,684| —20639| -3901| 178842| 30315| 92199| 56,328 -93,943| -43776
199,399 | 82,799| 137917| -226% | 1379| 278607| 50211| 174,387| 54,009 -79,208 6,313
188,758 | 89,988 | 54,088| 50,028| -5346| 312995| 55942| 131,849 | 125204 -124237| 1514
363,555 110,041 | 143506 | 100,266 | 9,742 | 446,393 | 69,067 | 254,431 122,895 -82,838 30,951
424548 | 103,024 160,179 | 168,013 | —6,668 | 559,027 | 97,644 | 392,107| 69,276 -134479| 9,706
502,024 | 121,352 | 121,036 | 258,626 | 1,010| 720999| 122,150 311,105| 287,744 -218975| -77,9%
385936 | 174,751 | 132,186 | 72216| 6,783 | 452,901| 211,152| 225878| 15871]. —66,965 | 148,106
526,612 | 247,484 | 141,007 | 146,868 | 8,747 | 765215| 312,449 | 278,697 | 174,069 | . -238,603 54,437
587,682 | 186,371 | 159,713 | 241,308 290 | 1,066,074 | 349,124 | 441,966 | 274,984 | . -478,392 | -72,251
386,313 | 146,041 | 106919 | 128,442 | 4911 | 788345| 172,496 | 431492| 184,357 . -402,032| -20,120
319175| 178984 | 79532| 56978 | 3,681| 821,844| 111,056 | 504,155| 206,634 . -502,668 | 42,734
371,104 | 195218 133,059 | 44351| 1524 | 911,660 117,107 | 550,163 | 244,390 | . -540,556 | 9,768
1,058,661 | 374,006 | 191,956 | 495,505 | —2,806| 1,600,881 | 213,642 | 867,340 | 519,899 | . -542,220 98,014
562,996 | 52,591 | 267,290 | 257,210 |-14,094 | 1,277,096 | 142,345 | 832,037 | 302,673 |. -714,059 | 34,223
1,324,623 | 283800 | 493,366| 549,830 | —2,373 2,120,480 | 298,464 | 1,126,735 | 695,280 —825,567 -1,482
1,563,467 | 523,889 | 380,807 | 658,649 12212190087 | 346,615 1,156,612 | 686,860 —632,841| 109,765
—317,592 | 343,584 |-284,269 | -381,754 | 4,848 | 462,408 | 341,091 | 523,683 | 402,367 -747,063 | -50,358
131,082 | 312,597 | 375,883 |-609,654 | 52,256 | 325644 | 161,082| 357,352 | -192,789 -239,379| 146,227
958,737 | 349,829 | 199,620 | 407454 | 1835|1391,042| 264,039 | 820434 306,569 -446,381| 7,481
492,556 | 436,615| 85365| —45301| 15877 | 983522 | 263,499| 311,626| 408,397 525972 | 61,650
171,359 | 377,239| 243182|-453522 | 4,460 | 632,034 | 250,343| 747,017 | -365,327 -453611| 36,361
626,189 | 392,796 | 457,734 |-221,242 | -3,099 | 1,052,068 | 288,131| 511,987| 251,949 —423,657 | 77,582
865,694 | 387,528 | 581,668| -99920 | 3583 | 1,109,443 | 251,857 | 697,607 | 159,979 -298,084| 78,506
144,104 | 302,072 | 107,154 |-258,831 | —6,292| 503468 | 511,434| 213910 -221,876 -386,400 29,993
336,438| 299814 | 37489| -2955| 2,090| 706,693| 474,388| 231265 1,040 -362,427| 40,394
1,161,984 | 409413 | 540,728| 213,533 | —1,690| 1,559,219 | 380,823 | 790,810 | 387,586 -373,237| -18,016
429,710|-130,720 | 381,863 | 173578| 4989 | 712,178| 214,716| 303,075| 194,387 -302,872| 140,384
315580 114924 -1 ,453 207,450 4,659| 832,266| 315983 | 233,469 282814 —558,356 | —109,931
954,808 | 282,333 | 406,368 | 257,133 | 8,974 1,621,666 137,068| 946,560| 538,038 —671,965| —72,847
1,191,226 | 342,152 | 711,540 235411113993 | 1,977,778 | 477,955| 614,103 | 885,720 —825,580 34,485
748,982 | 388,845 322,040 32283| 58141543911 416,890 760,384| 366,638 875,628 | 117,876
914,270 | 351,084 | 116,671 | 446,474 4111,971,697| 361,946 | 1,300,773 | 308,979 -1,073,031 | -138,044
792471 322,165 | 357,626 | 110,564 | 2,116 1,878,748 | 297,059 | 1,318,678 | 263,011 -1,128,593 53,174
1,703,030 | 422,226 | 340,678 | 937,478 | 2,649|2,895856 | 400,520 | 1,689,164 | 806,172 —19 422\ 1212247 91,213
§ 399,494 | 145835| 191,982 | 60,745 932 | 683328| 137,472| 264,368 | 281488| 6102 -277,733 6,213
, 375,576 107,500 | 236902 | 29993 | 1,181 | 456,735| 76,859 | 384,377| —4,500| —45911 -127,070| 130,480
, 291583 | 30,879 | 270,370 | -10,463 797 | 527,584| 128618| 262,003| 136963 | -33,940| —-269941| -50,798
| -317,671| 104,631 (=377,214 | -47992| 2,903 | -123,736| 73,941 | -150,364 | —47,313| 6,949 -200,884 31,981
2023 | ... | -2,886| 230,244 | 61297| 30222| 137,947 778 | 628,051 66,168 | 420,041| 1418421 -1,727 -399,5633 | -168,587
Il....| =1,100| 129,686| 40,148| 55806| 33,460 272 | 3%,070| 110,490 | 456,376 | -171,797| —4,741 -270,125| -34,127
Il...| -1,087| 247,496 | 110,063 | 37,000| 100,034 400| 462907| 70,285| 254,073 | 138549 1,068 -214,342 7537
IV...| -1911| 306844 | 139576 | -6357| 175033 | 1,408 | 485670 115003 | 170,283 | 200,385| -10,204| 189,031 57,133
2024: |.....| -2,023| 294,886| 94,324 | 108696| 89357| 2509| 376692| 62,783 | 228587| 85322| 4337 —71,469| 185,408
Il , 205237 | 26,080 | 152,304 | 26,174 679| 372965| 94925| 198,692| 79348 | -49,112 -216,840 71,500
274,851 106,273 | 76376| 92,19 7| 780828| 131816 571256| 77,756 | 22,481| —483,496| —155,055
17,497 95483 | 20,250| -97,164 | -1,079| 348,264 7534 320,144| 20585| -20,022 -350,788 | 48,679
576,623 | 101,998 | 116,668 | 356498| 1459| 898272| 88413 | 428896| 380963| 19,343 -302,306 | 129,106
217,396 10293 | 44,012 162511 580 | 641,143| 114176 | 428242| 98725| 26086| -397,662| —147,960
504,039 | 108,432 | 84,923| 309,810 874 | 8244741 129,062 | 473,556 | 221,856 | —55,974 -376,409 | —136,166
404,973 | 201,503 | 95074| 108659 | -264| 531,966 | 68868 | 358,470| 104,628| -8877 -135,871 57,807

3 Includes U.S. government and private transfers, such as U.S. government grants and pensions, fines and penalties, withholding taxes, personal transfers,
msurance -related transfers, and other current transfers.
# Consists of monetary gold, special drawing rights (SDRs), the U.S. reserve position in the International Monetary Fund (IMF), and other reserve assets,
mcludmg foreign currencies.
° Net lending means that U.S. residents are net suppliers of funds to foreign residents, and net borrowing means the opposite.

Source: Department of Commerce (Bureau of Economic Analysis).
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TaBLE B-58. U.S. international trade in goods on balance of payments (BOP) and Census basis,
and trade in services on BOP basis, 1997-2025

[Billions of dollars; monthly data seasonally adjusted]

(oods: Exports Goods: Imports Services
(fa.s. value) '+ (customs value) (BOP basis)
Census basis (by end-use category) Census basis (by end-use category)
Year or month Indus- Auto- SE%; Indus- Auto- SE%E[
Total Foods, | trial | Capital | motive | oo | Total, Foods, | trial | Capital | motive | | ouc o I
BOF | Total, | feeds, | sup- | goods | vehi- | yo® | BOP | Total, | feeds, | sup- | goods | vehi- ?non- Bxports | oy
basis ® ¢ Censgs and | plies | except| cles, food) basis* | Census | and plies | except | cles, food)
basis%°| bev- | and_|automo-| parts, excent basis® | bev- | and | automo- | parts, | o oo
erages |materi-| tive | and | SOOOL erages |materi-| tive | and | 1P
als engines| ;o als engines | o
689.2| 515 1582| 2945| 740 774| 8768| 869.7| 39.7| 2138| 2533| 139.8| 193.8 256.1| 1659
662.1| 464 1483 | 2994| 724| 803| 9186| 9119| 412| 200.1| 2695| 148.7| 217.0| 262.8| 180.7
695.8| 46.0| 1475| 3108| 753| 80.9(1,0356|10246| 436| 221.4| 2957 179.0| 241.9 2780 1967
7819 4791 1726| 3569| 804| 894(12317|12180| 46.0| 299.0| 347.0| 1959| 281.8 2980 2208
7291| 494 160.1| 3217 | 754 883|1,1537(1,1410| 466| 2739| 298.0| 189.8| 284.3| 284.0| 2220
693.1| 496 156.8| 2904 | 789| 844(11733|1161.4| 497| 267.7| 2833| 203.7| 307.8 28811 2335
7248| 550 1730| 2937| 806| 89.9|12721(1257.1| 558| 3138| 2959| 210.1| 3339 297.7| 2523
8149| 566| 2039| 3275| 892| 1032(1488.3|1469.7| 62.1| 4128 3436| 2282| 3729 34451 2906
901.1| 590 233.0| 3584 | 984| 1153|1,6958|16735| 68.1| 5238| 379.3| 2394| 407.2| 3785| 3122
1026.0| 66.0| 276.0| 404.0| 107.3| 129.1(1878.2 (18539 | 749| 6020 4183 | 256.6| 442.6 42311 3493
11482 | B843| 316.4| 4330| 121.3| 146.0(1,986.3(1,9570| 81.7| 6347| 4445| 256.7| 4746 49571 3855
128741 108.3| 388.0| 457.7| 121.5| 161.3|2141.3|2,1036| 89.0| 7795| 4537| 231.2| 4816 5408 | 4207
1,056.0| 939| 2965| 3912| 81.7| 1495|1,580.0|1,5596| 816 4624 | 3705| 157.7| 427.3|| 5225| 4075
12785| 107.7| 391.7| 4475| 1120| 1652(1939.0|19139| 91.7| 603.1| 4494| 2251| 4832|| 5820| 4365
14825] 126.2| 501.1| 4940| 1330 1753{2239.9(2,2080| 107.5| 755.8| 5108| 254.6| 514.1 644.7| 4582
15458| 13301 501.2| 527.2| 1462| 181.7|23037|2276.3| 1103| 7306| 548.7| 297.8| 516.9|| 684.8| 469.6
16785 136.2| 508.2| 534.4| 152.7| 188.8(2294.2|2,2680| 115.1| 6815 5567| 308.8| 531.7 71941 4657
16219 1437| 505.8| 551.5| 159.8| 199.0(2385.5(2,356.4| 12569 | 667.0| 594.1| 3286 557.1 7570 4911
156033 127.7| 427.0| 5395| 151.9| 197.7(22732|2,2488| 127.8| 486.0| 6025| 349.2| 5942 769.4 | 4983
14515] 130.5| 397.3| 5197 | 1504 | 19372,207.2|2,186.8| 130.0| 4433 | 5897 | 3499| 583.1|f 7834 | 513.1
154721 1328 465.2| 533.4| 157.9| 197.7|2356.3|2,339.6| 137.8| 507.0| 639.8| 358.2| 601.4 837.5| 5851
1,665.8| 133.1| 541.2| 563.2| 1588 | 206.0|2555.7 |2,536.1| 147.3| 5746| 6909| 371.1| 6454 867.7| 566.4
16459 131.0| 529.5| 550.5| 163.1| 205625124 |2,491.7| 150.5| 5206| 674.8| 3745| 653.0 899.0| 601.0
14300 | 139.3| 466.5| 4632| 1294 175.0(2346.7|2,3315| 154.3| 478.7| 6434| 309.2| 639.6 7390 4722
1,757.7| 164.5| 6374 | 521.3| 1464 | 222.3|2,849.0|2,8285| 182.1| 649.1| 7600 | 3455| 767.3|| 8182 5723
20726| 1799 8357| 5729| 1629 | 245.013270.1|3239.7| 2083| 809.6| 8645| 397.9| 838.1 962.9| 7120
20205 1617 | 7321 | 6024 | 180.0| 259.43,105.0|3,076.8 | 200.2| 674.6| 858.3| 457.0| 757.2|| 1,0451| 7618
2061.7| 1658 7279| 6464 | 1722 260.1|3,295.2|3266.4| 2160| 6758| 961.8| 474.4| 805.7 || 1,152.7 | 8409
21852 | 160.9| 783.7| 710.3| 1554 | 269.2|3/438.3|3415.7| 2154 699.0| 1127.7| 4223| 7999 1,232.4| 9033
1689| 135| 602| 515 150 216| 2629 260.1| 169| 548 749 402| 625 916 66.0
17411 145| 638| 530| 143 214| 267.7| 2650| 179| 547 757 414| 644 94.0 68.0
1702 140\ 623| 514 143| 212| 2646| 2623| 175| 542 762| 382| 658 91| 673
1719] 135| 607 530| 150 223| 2720) 2693| 175| 550 718 414] 665 9341 675
1688 13.1| 59| 526| 145| 223| 271.0| 2683| 175| 57.0 782| 404 641 97| 685
1720 135| 600 541 150 2201 2729| 2708| 174| 552 80.3| 402| 665 90| 694
1729| 136| 607| 559| 136| 21.7| 2790| 2768| 176| 578 836| 398| 67.0 94| 707
1767 133 61.3| 574 143 224| 2751| 2728| 181 541 83.2| 390| 670 978 719
1739 141\ 597| 561 149| 217| 2832| 2810| 187| 558 857 39.1| 705 92| 720
1693 13.9| 593| 536| 135 21.1| 2710 268.7| 184| 534 792 381| 69.0 986| 727
17431 144\ 613 546| 144| 220| 2825| 2804| 194| 565 832 39.1| 706 993 731
1686| 143| 596| 531 134 204) 2933 2909| 19.1| 674 838| 375 719 9971 738
. 1723 132| 592| 58| 126| 21.7| 3290| 3270 202| 897 888| 378| 783 1003 730
] 1778 126| 621| 592| 144| 221| 3274| 3252| 193| 856 901 380| 802 1000| 731
. 1823| 137 649| 583| 154| 220| 3460 3438| 193| 746 938| 415 1025 9921 730
190. 1898 132| 753| 592| 121| 210| 2770| 2752| 185| 514 909| 332| 695| 1005| 741
179. 1790 128| 652| 574 125 220| 2767| 2748| 183| 504 912| 366| 656 1003 740
178. 1780 134| 604| 593| 127| 229| 2643| 262.1| 181| 477 91.8| 363| 572 1017 738
180. 1792 135| 602 599| 131 227| 2826| 2804| 185| 603 9%.5| 339| 585 10421 759
178. 17771 136| 596| 623| 127| 212| 2640| 2619| 169| 490 932| 345| 548 1059| 763
188. 18771 141 668| 589| 124| 252| 2662 2645| 166| 49.0 879 333| 652 1083 767
. 196. 1957 138| 77.0| 583| 131| 242| 2550| 2537| 16.2| 465 947| 326| 518 1048 773
Nov... | 186.3| 1856| 133| 708| 590| 123| 21.1| 2699| 2684| 168| 439| 101.7| 323| 599| 1046| 770
Dec”..| 1809| 180.0| 135| 622| 615| 122| 229| 280.1| 2786| 168| 509| 1073| 335| 564 1054 791

' Department of Defense shigments of grant-aid military supplies and equipment under the Military Assistance Program are excluded from total exports through

1985 and included beginning 1986.

ZFa.s. (free alongside ship) value basis at U.S. port of exportation for exports.

Beginn‘mgi with data for 1989, exports have been adjusted for undocumented exports to Canada and are included in the appropriate end-use categories. For
prior years, only total exports include this adjustment.

" Beginning with data for 1999, exports of goods under the U.S. Foreign Military Sales program and fuel purchases by foreign air and ocean carriers in U.S. ports
are included in goods exports (BOP basis) and excluded from serwces_eximrt& ‘Beginning with data for 1999, imports of petroleum abroad by U.S. military agencies

and fuel purchases by U.S. air and ocean carriers in foreign ports are inc

5 Total includes “other” exports or imports, not shown separately.
Total arrivals of imported goods other than in-transit shipments.
7 Total includes revisions not reflected in detail.
Total exports are on a revised statistical month basis; end-use categories are on a statistical month basis.

Note: Goods on a Census basis are adjusted to a BOP basis by the Bureau of Economic Analysis, in line with concepts and definitions used to prepare

international and national accounts. The adjustments are necessary to supplement coverage of Census data, to eliminate duplication of transactions recorded

uded in goods imports (BOP basis) and excluded from services imports.

elsewhere in international accounts, to value transactions according to a standard definition, and for earlier years, to record transactions in the appropriate period.
Data include international trade of the U.S. Virgin Islands, Puerto Rico, and U.S. Foreign Trade Zones.
Source: Department of Commerce (Bureau of the Census and Bureau of Economic Analysis).
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TABLE B-59. U.S. international trade in goods and services by area and country, 2000-2025
[Millions of dollars]

Item 2000 2005 2010 2015 2020 2022 2023 2024 2025°

EXPORTS
Total, all CoUNtIiES .....occoccverrcccrrccrrcserecee | 1,082,963 (1,291,503 | 1,872,320 | 2,280,778 | 2,172,846 | 3,058,445 | 3,092,536 | 3,232,524 | 3,429,920
Europe 298,654 | 366823 | 510936 | 608049 | 639,004 | 920,128| 948,052 | 997,974 | 1,151,971
Euro area ' 1745911 214207 | 292.815| 350,143 | 381,134 | 543826| 570,829 | 539804 | 670,830
France 30821 35241| 45279 50074| 43469| 69377| 71642| 72479 79,608
45379| 55246| 75023 | 81184| 88151 113415| 119591 | 120932 | 129,220
Italy 16,665| 18556| 22,787 | 24628| 25631| 36308| 39,511| 44,406 56,721
United Kingdom ..........ccccevocvirccvinicrs 73995 | 83456 | 104,891| 126,762 | 121,655| 161,727 | 167,005| 179492 | 206,095
Canada 204,237 | 246291| 307571| 341,365| 310543 | 437,085| 441,403 | 440676 | 426417
Latin America and Other Western Hemisphere .. | 228,633 | 259,832 | 416,623 | 551,389| 476,765| 729,131| 709,675| 747,708| 775865
Brazil 22112 21574| 53767| 58667| 49506| 75244| 68057| 78356 87,288
Mexico 127,581| 141,856 | 187,487 | 267,794| 236,185| 365844 | 370217 | 384,851| 390,732
Venezuela . 9,476 9395 15918| 14212 2,239 3,770 4,343 5,707 4,623
Asia and Pacific 301451 | 342,228| 523350 | 633923 | 632,549 | 827,003| 828,267 | 875535| 889,571
China 21,862 | 50685| 113576| 163329 | 166231 | 198462 | 196376 | 199,273 | 163988
India 6731 13294| 29243| 38838| 44384| 75580| 76442| 83378 89,210
Japan 101,554 | 93,383| 104,991| 106,619| 103,483| 122,808 | 123,398 | 129427| 136,778
Korea, Republic of .. 35106| 37.867| 56700 66254| 69693| 96876| 91927| 93930 97,871
Singapore........ 24557 | 26657 | 39743 43049| 53522| 81265| 81822| 86406 90,010
Taiwan 30603 29104| 368%| 39016| 39870| 55567| 52905| 56,600 69,886
Vietnam 4,899 9,031| 12204| 13833| 12,967| 16,690 19,118
Middle East 28617 48702| 70477| 102159 | 77441| 95609 | 107,286 | 112172| 120851
Africa 17,203 22891| 40,278| 41,229| 33176| 45607 | 46,031| 51,635 59,469

IMPORTS
Total, all CoUNETIES .....oocevrvevvvrcrerrcvrrccreneccen | 1,452,650 | 2,008,045 | 2,375,407 | 2,771,554 | 2,818,888 | 3,982,174 | 3,866,741 | 4,136,057 | 4,341,609
Europe 359,220 | 493562 | 566372 | 704,961| 778532 1,032,662 | 1,053,201 | 1,125,983 | 1,222,413
Euro area ' 216,802 | 304574 | 341,235| 444164 | 466,946 | 645416| 680,870 | 723,887 | 766,434
France 43441 47725| 56562 | 66202| 57632| B5405| 86500 91,777| 102010
Germany . 757101 110,075| 114,861 | 158,863 | 146,909 | 190,234 | 205854 | 208,663 | 208276
Italy 31593 39767| 37778 53782| 54,057| B1054| 87257| 93170 93,350
United Kingdom .......cccccccceverivcrrsasrrns 70962 | 84200 96,034| 115152 | 105251| 139557 | 150,170 | 162,181 | 167,744
Canada 253312 | 319543 | 310341 | 334249 | 308589 | 495110 | 481,716 | 476,701 | 450,829
Latin America and Other Western Hemisphere .. | 255,760 | 362,652 | 468,190 | 528,383 | 509,700 | 757,386 | 794,085| 864,216| 905636
Brazil 15340 26401| 30,094| 35155\ 27,981| 44,607| 45357| 49013 46,769
Mexico 148493 | 188385| 248694| 327,768| 346,798 | 498,585| 525597 | 560,723 | 585374
Venezuela . 19192| 34662| 33394| 16,215 312 572 3,768 6,208 3872
Asia and Pacific 507,527 | 682,521| 841,359|1,091,819|1,142,935| 1,543,184 | 1,399,618 | 1,528,970 | 1,624,789
ina 103,340 | 251,791| 377,619| 499697 | 448,740| 562395 | 447,188| 461425| 332103
India 12480 23426\ 44940\ 69771| 79448| 118863 | 119,669 | 129,027 | 152,270
Japan 164,972 | 162613 | 147993 | 164,737 | 152,385| 186,692 | 186,067 | 192,167 | 191,377
Korea, Republic of .. 457261 51175 59293 | 82529| 86562 | 132205| 132520 | 148589 | 143350
Singapore.......... 21837 19241| 23668| 25232| 40221| 42239| 53372| 59293 56,732
Taiwan 44272 40690| 41740| 47629| 66807 | 106,109 | 99810 | 129554 | 214,898
Vietnam 15528| 38947| 80,073| 128361| 115811 | 138466 | 196,140
Middle East 44500 81361| 95038 79353| 49914| 99616| 86,778| 85379 81,735
Africa 31076 69516| 93001 32713| 29166| 52416| 51249| 53485 56,154

BALANCE (excess of exports +)

Total, all COUNTIES .....ocovrverrccrrcvrrcsvrrccene | 369,686 | —716,542 | —503,087 | —490,776 | —646,042 | —923,729 | 774,205 | -903,532 | 911,689
Europe —60,566 | —126,739| -55,436| -96,911| -139,528 | —112,534 | ~105,149 | -128,009 | 70,441
Euro area ' -42,211| -90,367| -48420| -94,021| -85812| -101,590| 110,042 | —124,083 | 95,604
France -10,523| -12,484| -11,284| -16,128| -14,163| -16,028| -14,858| -19,298| 22,402
-30,330| -54,830| -39,838| -77,679| -58758| -76,819| -86,263| -87,731| -79,056
Italy -14927| 21211 -14991| -29154| -28426| -44,746| -47,746| -48,764| -36,629
United Kingdom ........c.ccccvevccvicccvinicris 3,033 —744 8856| 11611| 16404| 22170| 16835| 17311 38,352
Canada -49,075| -73252| -2,770 7,116 1954 | -58,024 | 40313 | -36,024 | -24412
Latin America and Other Western Hemisphere .. | —27,127 | -102,820 | 51,567 | 23,005| -32,935| -28,255| —-84,410| -116,507 | —129,771
Brazil 6772 -4827| 23672| 23512| 21525| 30637| 22700| 29,343 40,519
Mexico , —61,207| -59,974| -110,613 | —132,741 | -155,380 | ~175,871 | —194,642
Venezuela . -17,476| -2,003 1,928 3,199 575 -501 751
Asia and Pacific \ -318,009 | 457,897 | 510,386 | 716,181 | 571,352 | 653,435 | 735217
China , , —264,042 | -336,368 | —282,509 | -363,934 | —250,812 | 262,152 | —168,115
India , , -15,697| -30933| -35064| -43,284| -43228| -45649| -63,060
Japan 63418 —69,230| -43,002| -58118| -48902| -63,884| -62,669| -62,740| -54,599
Korea, Republic of .. -10620| -13308| -2593| -16,275| -16,869| -35329| -40,592| -54,659| -45479
Singapore......... 2,720 7415 16075| 17,817| 13302| 39,026| 28450| 27,113 33,278
Taiwan -13668| -11586| -4,843| -8612| -26937| -50542| -46,905| -72.954| —145012
Vietnam -10629| -29.916| 67,869 | —114,529 | —102,844 | —121,776 | -177,022
Middle East -15,883| -32,659| -24,561| 22806 27526 -4,007| 20508| 26,793 39,116
Africa -13872| -46625| -52,723 8516 4010 -6809| -5218| -1,850 3314

! Euro area consists of Austria, Belgium, Finland, France, Germany, Ireland, Italy, Luxembourg, Netherlands, Portugal, S;ain and Greece (beginning in 2001),
Slovenia (2007), Cyprus and Malta (2008), Slovakia (2009), Estonia (2011), Latvia (2014), Lithuania (2015), and Croatia (2023).

Note: Data are on a balance of payments basis. For further details, and additional data by country, see Survey of Current Business, November 2025.
Source: Department of Commerce (Bureau of Economic Analysis).
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TABLE B—60. Foreign exchange rates, 2005-2025

[Foreign currency units per U.S. dollar, except as noted; certified noon buying rates in New York]

EMU
. - China Mem- . - South Switzer- | United
. Australia | Brazil | Canada g India Japan | Mexico Sweden -
Period 1do|\ar)%i (real) | (dollar) (yFl’lEhi (gfl;) (rupee) | (yen) | (peso) m[ﬁﬁ (krona) ‘flfa”ndc' ('gggggm
March 1973.......... 14129 ..o | 09967 224011 ............. 755 26190 0.013| 39885| 44294| 3217 24724
7627 | 2.4352 12115| 81936| 1.2449 4400) 11011 10894 | 1,023.75| 74710| 1.2459 1.8204
7535 |  2.1738 11340 | 7.9723| 1.2563 4519 116.31 10.906 | 954.32| 7.3718| 1.2532 1.8434
8391 1.9461 1.0734| 76058| 1.3711 4018 11776 10928 92897| 6.7550| 1.1999 2.0020
8537 1.8326 1.0660 | 6.9477 1.4726 4339| 10339 11.143] 1,098.71 6.5846| 1.0816 1.8545
79271 19976 1.1412| 6.8307| 1.3935 48.33 9368| 13.498| 1,27463| 7.6539| 1.0860 1.5661
9200 1.7600| 1.0298| 6.7696| 1.3261 4565 87.78| 12624| 1,15574| 7.2053| 1.0432 1.5452
1.0332] 16723 9887 | 6.4630] 1.3931 46.58 7970 124271 1,106.94 | 6.4878 .8862 1.6043
1.0359| 1.9535 9995| 6.3093| 1.2859 53.37 7982| 13.154| 1,126.16| 6.7721 9377 1.5853
9683 | 21570 1.0300| 6.1478| 1.3281 58.51 9760| 12758 1,09467| 65124 19269 1.5642
90341 23512| 1.1043| 6.1620| 1.3297 6100 105.74| 13.302| 1,05229| 6.8576 9147 1.6484
7522 33360 1.2791 6.2827| 1.109% 64.11 12105 15874 1,130.96| 8.4350 9628 1.5284
J4451  34839| 1.3243| 66400 1.1072 67.16| 108.66| 18.667| 1,159.34| 85541 9848 1.3555
7671 31910 1.2984| 6.7569| 1.1301 65.07 11210 18.884| 1,129.04| 85430 9842 1.2890
74811 36513| 1.2957| 6.6090| 1.1817 68.37| 11040 19218| 1,099.29| 86945 9784 1.3363
6952 | 39440 1.3269| 6.9081 1.119% 70.38 109.02| 19.247| 1,165.80| 9.4604 19937 1.2768
6899 | 51587 1.3422| 6.9042| 1.1410 74141 106.78| 21.546| 1,180.56| 9.2167 19389 1.2829
7515 53958| 1.2533| 6.4508| 1.1830 73941 10984 | 20284| 1,14489| 85812 9144 1.3764
.6951 51605 1.3014| 6.7290| 1.0534 78.58 13146 201211 1,291.78| 10.1177 19550 1.2371
6644 | 49946 1.3494| 7.0809| 1.0817 82.57 14050 | 17.733| 1,306.76 | 10.6089 8984 1.2440
6597 53872 1.3699| 7.1957| 1.0820 83.66 151.46| 18.306| 1,363.44| 105744 8808 1.2781
.6450 | 5.5891 1.3973|  7.1875| 1.1306 87.15| 14957| 19.205| 1,421.40| 9.8060 8305 1.3192
6573 | 49528| 1.3486| 7.1885| 1.0855 83.03 14856 | 16.984| 1,329.61| 10.3986 8749 1.2682
6589 52096| 1.3681 7.2410| 1.0766 83.41 155.78 | 17.222| 1,370.14| 10.6937 9047 1.2618
6698 | 55447| 1.3641 7.1641 1.0987 83.75| 14910 18.925| 1,355.48| 10.4252 .8662 1.3005
6523 | 58396 1.3989| 7.1896| 1.0668 84.43| 152.39| 20.092| 1,398.67| 10.7829 8776 1.2816
6277 58469 14349 7.2728| 1.0531 86.60| 15240 20.409| 1,452.01| 10.6663 .8987 1.2605
6408| 56715| 1.3844| 7.2331 1.1342 8556 144.49| 19522| 1399.82| 9.6634 .8260 1.3353
6543 | 54486 1.3773| 7.1570| 1.1685 87341 14751 18.626 | 1,386.95| 95171 .8002 1.3484
6568 | 53968 1.3939| 7.0889| 1.1641 89.10| 154.07 18.298 | 1,448.76| 9.4027 7991 1.3304
Trade-weighted value of the U.S. dollar
Nominal Real 6
. Advanced foreign Emerging market : Advanced foreign Emerging market
Broad index economies index | economies index Broad index economies index | economies index
2[(]%%”)1’?]%3 (January anuary 2((]%%?‘{%%3 anuary (January
. 2006=100)* 2006=100)° . 2006=100)* 2006=100)°

98.6005 97.6833 99.8103 98.9214 98.3172 99.7173
93.8100 92.0715 96.1170 94.2561 93.6206 95.0905
90.8801 88.4517 941271 90.9702 90.8440 91.1762
96.7509 92.8232 101.9953 95.3262 94.7213 96.0837
93.0541 90.1336 97.1416 90.7912 92.0410 89.5835
88.7767 84.8522 93.9916 86.2942 87.3424 85.2698
91.6361 88.0233 96.5231 88.5044 90.8679 86.1641
92.7611 90.6492 96.0312 88.7189 93.8607 83.7969
95.5876 93.4349 98.9391 90.7140 97.0272 84.7616
108.1696 108.1483 109.5239 101.1820 111.8309 91.5630
113.0665 109.3636 118.1858 105.3957 114.0203 97.3637
112.8101 108.9520 118.0903 104.8449 114.1631 96.2565
112.0032 106.4902 119.0076 104.0773 112.2338 96.4344
115.7334 110.2673 122.7186 107.1842 116.7258 98.3419
117.7809 109.0631 128.3959 108.7555 116.4114 101.4536
113.1162 104.5205 1235588 106.2729 114.1668 98.8006
120.7044 115.0954 128.0962 115.0691 126.9244 104.3889
120.4892 115.4193 127.3109 114.2047 126.4555 103.1741
123.2027 116.4136 131.8624 116.3650 128.1980 105.6501
1227374 113.8057 133.7905 116.6338 126.0921 107.8408
121.0047 115.5340 128.2452 114.3293 127.2168 102.7924
122.8774 117.3299 130.2260 116.1385 129.2449 104.4112
122.9346 114.9510 132.8545 115.8651 126.3358 106.2470
126.0081 17.811 136.1184 119.1270 129.9943 109.1497
127.7149 119.6879 137.7752 121.2300 132.3243 111.0504
122.4150 112.7030 134.3591 116.0847 124.6438 108.0420
120.2372 110.9399 131.6869 114.3556 122.9731 106.2755
120.7487 112.0972 131.4639 114.8647 124.4272 105.9952

1U.S. dollars per foreign currency unit.

European Economic and Monetary Union (EMU) members consists of Austria, Be\%\'um, Finland, France, Germany, Ireland, _Ila(%Luxembourg, Netherlands,

Portugal, Spain and Greece (beginning in 2001), Slovenia (2007), Cyprus and Malta (20

Croatia (2023).

8), Slovakia (2009), Estonia (2011), Latvia

14), Lithuania (2015), and

3 Weighted average of the foreign exchange value of the U.S. dollar against the currencies of a broad group of major U.S. trading partners.
Subset of the broad index. Consists of currencies of the Euro area, Australia, Canada, Japan, Sweden, Switzerland, and the United Kingdom.

5 Subset of the broad index currencies that are emerging market economies. For details, see Revisions to the Federal Reserve Dollar Indexes, January 2019.
Adjusted for changes in consumer price indexes for the United States and other countries.

Source: Board of Governors of the Federal Reserve System.
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TABLE B-61. Growth rates in real gross domestic product by area and country, 2007-2026

[Percent change]

2007-

2016
Area and country annual | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025'| 2026

aver-

age
World 34) 38| 36| 30| -27 66| 38| 35/ 33| 33 33
Advanced economies 141 26 23 19 39 60 30 17 18 17 18

Of which:

United States 15] 25| 30| 26| -21 62| 25| 29| 28| 21 24

Euro area? 07| 26 18 16| -6.0 64 36 4 9 14 13
Germany 13] 28 11 10] 41 39 18] -9] -5 2 11
France 08| 23 16| 21| -76| 68| 28 16 11 8 1.0
Italy 05| 16 8 41 89| 89| 48 7 7 5 7
Spain 04| 29| 24| 20| -109| 67| 64 25| 35| 29 23

Japan 0.5 17 B -4 42, 27 1.0 12 -2 11 7

United Kingdom 121 27 14 16| -103| 86| 48 A1 14 13

Canada 150 30 27 19| 50| 60| 42 151 20 16 16

Other advanced ecONOMIES .........ccoccc.n. 28 32 28 201 16 58 21 18 23 18 20

Emerging market and developing economies 5.3 48 46 38| -18 70 43 47 43 44 42

Regional groups:

Emerging and Developing ASia ............ccccoocovccceevenennen 76 6.6 6.4 54| -5 78 47 6.1 53 5.4 5.0
China 90| 69| 68| 61 23| 86] 31 54| 50| 50 45
India 68| 68| 65| 39| 58| 97| 76| 92| 65| 73 6.4
ASEAN-5* 50| 52| 50| 42| -44) 41 551 41 46| 42 42

Emerging and Developing EUrOPE ...........ovovvvevvvvcrccines 26 43 38 26 -18 12 5 36 35 20 23
Russia 19 18] 28| 22| -27 59| 14| 41 43 6 8

Latin America and the Caribbean ............cc...cccoccevice. 24 14 1.1 2| -69 74 43 24 24 24 22
Brazil 2.1 13 18 12| 33| 48] 30| 32| 34| 25 16
Mexico 17 191 20| -4| -84 60| 37| 34| 14 6 15

Middle East and Central ASa .......cc.ccccvoerevcrrrrccrenn 41 26| 25| 21| 23| 47| 64| 26| 27| 37 39
Saudi Arabia 43 12| 32 171 38| 65| 120 50 26 43 45

Sub-Saharan AfFiCa ........oocoovcvereericrresecreeseinnns 48| 28| 321 31| 31 38| 44| 37| 41 44 46
Nigeria 56 8 191 22| -64] 11 431 33| 41 42 44
South Africa 22 12 16 3] -62] 49| 21 8 5 13 14

1 All figures are forecasts as published by the International Monetary Fund. For the United States, the second estimate by the Department of Commerce

shows that real GDP rose 2.1 percent in 2025.

Euro area consists of Austria, Bel[(j;ium, Finland, France, Germany, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain and Greece (beginning in 2001),

SIO\éenia (2007), Cyprus and Malta (20

Data and forecasts are presented on a fiscal year basis and output growth is based on GDP at market prices.
4 Consists of Indonesia, Malaysia, Philippines, Singapore, and Thailand.

Note: For details on data shown in this table, see World Economic Outlook Update, January 2026, published by the International Monetary Fund.
Sources: International Monetary Fund and Department of Commerce (Bureau of Economic Analysis).

8), Slovakia (2009), Estonia (2011), Latvia (2014), Lithuania (2015}, and Croatia (2023).
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Under our Administration, growth is exploding,
productivity is soaring, investment is booming,
incomes are rising, and inflation is stabilizing.
There is more work to do, but in one year we have
brought about a historically swift and dramatic
economic transformation, and we are delivering
for the American people.

—President Donald |. Trump

B
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