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Forecast for the United States 
As 2014 comes to a close, we find that U.S. gross 

domestic product grew by 2.0 percent over the last 
three quarters. This is close to what we predicted last 
year (2.1 percent annual real GDP growth). Growth 
in the third quarter showed a marked improvement 
from the 1.2 percent growth over the first half of the 
year, which included the dramatic decline in GDP in 
the first quarter. 

To contextualize this, average growth rates for 
GDP from 1952 to the start of the Great Reces-
sion averaged 3.3 percent. See Figure 1. This period 
includes nine recessions. Growth rates in the United 
States since the end of the Great Recession (through 
second quarter 2014) averaged less than 2.2 percent. 
By contrast, the recoveries following the 1982, 1991, 
and 2001 recessions saw growth of 4.4 percent, 3.9 
percent and 2.8 percent respectively. 

The U.S. remains in a recovery now, but it is slow 
with few broad signs of accelerating growth. The 
duration of this recovery, from trough to next peak 
is 74 months. This is the fifth longest recovery since 
the 1850s (when reliable data were first maintained). 
See Figure 2.

Our model suggests the U.S. will see improved 
conditions in 2015, with real GDP growth in the 
United States averaging 2.7 percent through the year. 
This is higher than the preliminary 2014 growth 
of 2.0 percent, but far more modest than previous 
expansions. See Table 1.
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Figure 1. U.S. GDP Quarterly Growth, 
Seasonally Adjusted Annual Rate, 1947-2015
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We believe the unemployment rate will continue to decline and 
finish the 2015 year at 5.7 percent, which is well within the range 
of full employment. Monthly job creation will range from just over 
90,000 per month to more than 120,000 per month throughout the 
year, accelerating slowly by the end of the year. The number of unem-
ployed will also rise though the end of the year as labor force losses 
stabilize and more workers commence a job search. 

The U.S. economy continues to expand, but the rate of growth 
continues to be beneath what is expected in typical recoveries. This 
recovery is longer than all but four recessions since the Pierce admin-
istration in 1854. Time accumulates risk to this recovery. Among the 
risks include slowing Asian and European economies, especially a reces-
sion in northern Europe. While few structural problems face Scandi-
navia, Germany, France, and the United Kingdom, the trade sanctions 
on Russia and depression-like economic performance among southern 
European nations pose a great threat to economic performance of the 
OECD nations in Europe through the coming years. 

Stable and unusually low fuel prices for both natural gas and petro-
leum offer a counterbalance to the downside risk of Russian mili-
tary adventurism and broad political instability in the Middle East. 
The very strong performance of the stock market and the continually 
easing U.S. housing market boosts the wealth effect on consumer 
spending, which has fueled rapid growth in automobile and other 

consumer durable markets. Wage growth remains tepid and uneven, 
which may act to brake growth of household consumption and 
investment over the coming year. 

In closing, we predict 2015 will be the best year of economic per-
formance since 2007, but overall growth will remain slower, as will 
levels of employment relative to population. This is far below the 
performance of three decades prior to the recession. While it is far 
from certain, it is likely the United States is in a lengthy period of 
slower and more uneven economic growth than we have seen in sev-
eral generations. 

In November, the Federal Reserve terminated its quantitative eas-
ing while signaling a long duration of unchanging monetary policy. 
While it is likely both long-term and short-term interest rates will 
rise in 2015, the continued absence of inflation will allow the Fed to 
continue its easy money policies for some months. 

The easing of monetary policy in Europe and Asia will make har-
monization of international money supply changes more difficult, 
especially because U.S. growth prospects appear better than in most 
of Asia and in other OECD countries. Inflation remains a looming, 
but not yet immediate issue. The size of the Fed’s balance sheet and 
the near doubling of the U.S. debt over the past decade limit policy 
responses to any change in growth or inflation in the coming years. 
See Figure 3.

Figure 3. U.S. Debt as a Share of GDP, Seasonally Adjusted, 
1966-2014

Figure 2. U.S. Business Cycles: Length of Decline and Growth 
Periods, 1902-2014

Source: Federal Reserve Bank of St. Louis and U.S. Bureau of Economic AnalysisSource: National Association for Business Economics
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U.S. Forecast Real GDP Growth Unemployment Rate Unemployed Workers Job Creation:  
Avg Monthly Change

Job Creation:  
Quarterly Change

2015Q1 2.7% 5.9% 10,015,710 +93,871 jobs +281,614 jobs

2015Q2 2.6% 5.9% 10,043,790 +107,444 jobs +322,331 jobs

2015Q3 2.8% 5.8% 10,045,040 +117,650 jobs +352,950 jobs

2015Q4 2.9% 5.7% 10,039,260 +121,421 jobs +364,263 jobs

Table 1. U.S. Quarterly Forecasts for 2015

Source: Author calculations
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Forecast for Indiana
Recap of 2014

The Indiana economy did well in 2014. Having been very close 
with our national predictions of growth, my 2014 forecast for Indi-
ana proved far too pessimistic. I predicted employment gains of more 
than 57,380 new jobs—a number that was exceed mid-year. At cur-
rent rates of growth, in 2014 Indiana will have seen almost 100,000 
net new jobs with a labor force growth of almost 70,000. See Fig-
ure 4. I expect that Indiana will see record all-time employment in 
December 2014—a welcome holiday gift to Hoosiers. Year 2015 will 
bring record numbers in Hoosier employment and labor force. 

Expectations for 2015
These gains will continue through 2015, and we forecast Indiana 

GDP growth to outstrip the nation by more than 0.5 percent through 
2015. Likewise, personal income growth in Indiana will outstrip the 
nation, and we should see the income gap between Indiana and the 
nation as a whole shrink through 2015. See Table 2.

Throughout the state, a full recovery has occurred and job losses 
measured by mass layoff data have edged to a record low. The 

combination of job growth and a downward trend in job destruction 
suggests that 2015 will be a better year for the Indiana economy than 
2014. See Figure 5.

Some Challenges Remain
However, the Great Recession has left parts of the Indiana economy 

weaker than in the pre-recession period. In particular, the housing mar-
ket statewide has not recovered. While some areas have seen a price and 
sale rebound, much of Indiana (like much of the nation) has yet to see a 
surge in new home construction, which remains stuck at a post-World 

Table 2. Indiana Quarterly Forecasts for 2015

Figure 4. Indiana Employment and Labor Force, 1976-2014 Figure 5. Indiana Layoff Data, 1996-2013

Source: Author calculations.

Source: U.S. Bureau of Labor Statistics Source: U.S. Bureau of Labor Statistics
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War II level near-record lows. If we were to judge the economy solely 
by new home construction, we would currently be stuck in the post-
war recession. This has several implications. See Figure 6.

Household consumption is heavily influenced by the wealth effect, 
which is at its core a measure of how much “better off” households 
feel themselves to be. The largest contributor to this is the growth of 
home values, which has not broadly recovered to 2005-2007 peaks. 
This dampens consumption here in Indiana, as it does across much 
of the nation. 

A second effect involves job creation. The construction industry 
absorbs large numbers of young, low-skilled men. The collapse of the 
construction industry means today there are perhaps 40,000 fewer 
jobs for workers in this category than would be the case if the housing 
boom had continued. As a consequence, there are greater demands 
than there would be otherwise for retraining programs and alterna-
tive employment. 

At the industry level, we expect continued above-trend growth in 
manufacturing (durable and nondurable), logistics (transportation), 
retail, and utilities; and a rebound in finance/insurance and informa-
tion services. Health care will recover slightly from its 2014 pause, but 
growth will remain below-trend in that area through 2015. See Table 3.

Forecast for the Local Region
East Central Indiana will see growth at much below the state and 

national level through 2015. No sector will see GDP or personal 
income growth above expected inflation of 2.0 percent as population 
declines continue to weaken the ECI economy. 

Risk to this forecast includes lowing consumption of consumer 
durables domestically and across OECD nations. This in turn will 
slow manufacturing growth and lead to lower statewide growth 
across all sectors. 

In summary, this is a slow growth recovery for the U.S., an above-
trend recovery for Indiana, and a continued trend for East Central 
Indiana through 2015. 

Industry Indiana East Central Indiana

Mining 0.1% 0.0%

Construction 1.1% 0.5%

Durable goods 
manufacturing

3.6% 1.5%

Nondurable goods 
manufacturing

3.1% 0.9%

Retail 3.2% 1.9%

Utilities 2.1% 0.9%

Wholesale 2.7% 1.2%

Transportation 2.7% 1.2%

Health care 1.3% 0.6%

Information services 0.9% 0.4%

Finance, insurance, and 
real estate

2.2% 1.9%

Government 0.2% 0.1%

Table 3. State and Regional Industry Forecasts for 2015

Source: Author calculations

This forecast was produced by the Center for Business and Economic Research 
at Ball State University as part of the Indiana Economic Outlook. Materials 
from past forecasting events are available at www.bsu.edu/cber/outlook. 

Connect to Ball State CBER and the Ball State Business Roundtable via 
social media: twitter.com/BallStateCBER, facebook.com/BallStateCBER, and 
facebook.com/BallStateBusinessRoundtable.

Center for Business and Economic Research 
Ball State University (WB 149)
2000 W. University Ave., Muncie, IN 47306-0360 
Phone: 765-285-5926 • Email: cber@bsu.edu

Figure 6. Indiana Construction Employment, 1990-2014

Source: U.S. Bureau of Labor Statistics
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