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Macro Economics Review
Aggregate Demand, Gross Domestic Product (GDP) & their drivers

• Aggregate Demand:  Value of all goods and services produced in 
the US economy.

• GDP = Aggregate Demand less price impact (inflation)

• Drivers:

• Consumption or Consumer Spending

• Business Investment

• Government Spending

• Net Exports

Economic Activity * Productivity → Earnings → Financial Markets



Source: BEA, FactSet, J.P. Morgan Asset Management



Uncertainty



Policy Uncertainty At High Levels

FRED Graph

https://fred.stlouisfed.org/graph/?g=1EfTa


Driven by Trade Policy Uncertainty



More Uncertainty Weakens Confidence



More Uncertainty Impacts Inflation Expectations

FRED Graph

https://fred.stlouisfed.org/graph/?g=1E2bF


Consumer Spending



Employment Looks Strong



Average Hourly Earnings Support Spending



Wealth Effect Supports Spending, Especially for Retirees

Source: Evercore ISI



Wealth Effect Supports Spending, Especially for Retirees

Source: BLS, Haver Analytics, Apollo Chief Economist, Data for 2023



Federal Employment is Falling



Can the Economy Absorb Rising Layoffs?



Drivers of Economic Growth

Consumer   +

+ Investment

+ Government

+ Exports – Imports

= Growth



Capital 

Spending



US Private Investment Is Large & Continues to Grow
FRED Graph

FRED Graph

$200 Billion/Year

5% Year-over-year Growth

https://fred.stlouisfed.org/graph/?g=1EvJt
https://fred.stlouisfed.org/graph/?g=1EvFR


AI Spending is Not Going Away

Source: JPM Asset Management. Data from 

Bloomberg as of Feb. 28th, 2025

*Hyperscalers are the large cloud computing 

companies that own and operate data 
centers with horizontally linked servers that, 

along with cooling and data storage 
capabilities, enable them to house and 
operate AI workloads. 

**Reflects cash flow before capital 

expenditures in contrast to free cash flow, 
which subtracts out capital expenditures.

Source:
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Small Business Spending Plans Fading
NFIB Percent Planning a Capital Expenditure During Next 3 – 6 months
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Drivers of Economic Growth

Consumer   +

+ Investment   +

+ Government

+ Exports – Imports

= Growth



Government Spending



Government Spending Trend



Where Are Federal Dollars Spent?



Total US Government Interest Expense Nearing $1 

Trillion per Year



Federal Agency Employment



Tariff Revenue and Budget Deficit

Source: Invesco and US Department of Treasury, 2023.

US Imports totaled roughly $3.5-$4 trillion in goods and services. 



Tariff Revenue and Budget Deficit

Source: Tax Foundation, United States International Trade Commission, U.S. Department of Commerce, J.P. Morgan Asset 

Management.



Drivers of Economic Growth

Consumer   +

+ Investment   +

+ Government   -

+ Exports – Imports

= Growth



Trade



Trade is Complex

North America produced roughly 16 million car parts in 2023.



Trade Balance Significantly Declined in January



Net Exports Show Significant Drag on Economic Growth

Source:  FHN Financial



Drivers of Economic Growth

Consumer   +

+ Investment   +

+ Government   -

+ Exports – Imports ?

= Growth



Drivers of Economic Growth

Consumer   +

+ Investment   +

+ Government   -

+ Exports – Imports ?

= Growth    +



Inflation



Shelter has been a consistent recent contributor to inflation

Source: BLS, FactSet, J.P. Morgan Asset Management



Inflation



Inflation



Will Tariffs Be Inflationary?

Above Chart: In 2018, there was a 

clear price increase in tariff-impacted 

categories (E.g., appliances). The 

price of all other core goods was not 

affected. 

Below Chart: CPI for Laundry 

Equipment increased at first but 

declined in subsequent months. 

Source: Invesco and US Bureau of Labor Statistics, 10/31/24.



Productivity & Earnings



Stronger Productivity
Produce More With The Same Resources

Source: Piper Sandler



Stronger Productivity
Though Slower to end 2024, Productivity Grew at a 2% year-over-year rate, which is 

higher than pre-COVID trend

Source: Piper Sandler



Earnings 

Source: Factset and Evercore ISI



Macro Economics Review
Aggregate Demand, Gross Domestic Product (GDP) & their drivers

• Aggregate Demand:  Value of all goods and services produced in the 
US economy.

• GDP = Aggregate Demand less price impact (inflation)

• Drivers:

• Consumption or Consumer Spending

• Business Investment

• Government Spending

• Net Exports

Economic Activity * Productivity → Earnings → Financial Markets



Volatility Is the Toll We Pay



Stocks Returns Vary Greatly

Source:  JPM Asset Management, Guide to the Markets, February 2025



History of Stock Market Declines



Post-Election Years Tend to be Weak
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Summary

• Uncertainty is in the driver’s seat in 2025

• Aggregate Demand appears supportive but warrants close 

attention

• Inflation, and impacts from tariffs will bear close scrutiny

• Productivity is above pre-COVID trends and earnings still 

appear solid

• Volatility is the Toll We Pay to Invest



Questions & Answers
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Associated Bank and Associated Bank Private Wealth are marketing names AB-C uses for products and services offered by its affiliates. 

Investment management, fiduciary, administrative and planning services are provided by Associated Trust Company, N.A. (“ATC”) . Investment 

management services are also provided to ATC by Kellogg Asset Management, LLC® (“KAM”). ATC is a wholly owned subsidiary and affiliate 

of Associated Bank, N.A. (“AB”). AB is a wholly-owned subsidiary of Associated Banc-Corp (“AB-C”). KAM is a wholly owned subsidiary and 

affiliate of ATC. AB-C and its affiliates do not provide tax, legal or accounting advice. Please consult with your advisors rega rding your 

individual situation.

Investment, Securities and Insurance Products:
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