
US Economic Outlook

November 2025

David Mericle Goldman, Sachs & Co. +1 212-357-2619 david.mericle@gs.com

Chief US Economist

research.gs.com/USEconomics

Goldman Sachs does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest 

that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

For Reg AC certification and other important disclosures, see the Disclosure Appendix, or go to www.gs.com/research/hedge.html. 

Analysts employed by non-US affiliates are not registered/qualified as research analysts with FINRA in the U.S.

Jobless Growth

mailto:david.mericle@gs.com
http://research.gs.com/USEconomics


2Global Investment Research

Fed: We Expect Two More 25bp Cuts This Year and 

Two More in 2026 to a Terminal Rate of 3.0-3.25%

Source: Goldman Sachs Global Investment Research.
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Labor Market: Job Growth Has Slowed to 25k/Month, 

Below Our 70k/Month Estimate of the Breakeven Rate

Source: Goldman Sachs Global Investment Research.
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The Labor Market Has Softened More Than Necessary 

and More Than the Unemployment Rate Alone Suggests

Source: Goldman Sachs Global Investment Research.
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The Low-Hiring, Low-Firing Labor Market Also Risks 

Locking Out the Unemployed and New Graduates

Source: Goldman Sachs Global Investment Research.
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Alternative Data Available During the Shutdown Show 

Better Job Growth but Further Softening in September

Source: Goldman Sachs Global Investment Research.
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GDP Growth: Looks Better Than Initially Expected—We 

Are Tracking Q3 Growth at 3.6% and 2025 Q4/Q4 at 1.9%

Source: Goldman Sachs Global Investment Research.
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The Economy Is Not Just Holding Up Because of AI, 

Whose (Measured) Impact Is Smaller Than Thought

Source: Goldman Sachs Global Investment Research.
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And This Should Be the Hard Period—The Tariff Drag 

Will Abate, and the Fiscal Boost Will Kick in Next Year ...

Source: Goldman Sachs Global Investment Research.
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... As Front-Loaded Tax Cuts and Spending Increases 

Provide a Positive Impulse Before Spending Cuts Arrive

Source: Goldman Sachs Global Investment Research.
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Jobless Growth:  Solid GDP Growth Alongside 

Modest Job Growth Is Likely to Be Normal in the Future

Source: Goldman Sachs Global Investment Research.
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Tech and High-Skilled Industries Have Led a Rebound in 

Productivity Growth, Which AI Should Push Even Higher

Source: Goldman Sachs Global Investment Research.
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Population Aging and Below-Normal Immigration Will 

Keep Labor Supply Growth Low in the Years Ahead

Source: Goldman Sachs Global Investment Research.
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Will Rapid Technological Progress Prevent Labor Demand 

from Keeping up with Even Modest Labor Supply Growth?

Source: Goldman Sachs Global Investment Research.
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Source: Goldman Sachs Global Investment Research.
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... and AI Is Weighing on Hiring of Young Tech Workers 

but Hasn’t Yet Had a Major Impact on the Labor Market

Source: Goldman Sachs Global Investment Research.

-80

-60

-40

-20

0

20

40

60

80

100

120

-2 -1 0 1 2

E
m

p
lo

ym
e
n
t 

G
ro

w
th

,
N

o
v
e
m

b
e
r 

2
0
2
2

-A
u
g
u
s
t 

2
0
2
5
 (

p
e
rc

e
n
t)

AI-Exposure Score

Occupation-Level Relation Between
Employment Growth and AI-Exposure

0

2

4

6

8

10

12

14

16

18

20

22

0

2

4

6

8

10

12

14

16

18

20

22

2010 2012 2014 2016 2018 2020 2022 2024

Unemployment Rate

Age 20-30 Population (3m ma)

Overall

All in Tech Occuptions (12m ma)

Age 20-30 Population in Tech Occupations (12m ma)

Percent Percent

November
2022: Public 
Release of 
ChatGPT



17Global Investment Research

But Faster Technological Change Usually Means Slightly 

Higher Unemployment, Lower Inflation, and Lower Rates

Source: Goldman Sachs Global Investment Research.
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The Full Consequences Might Not Become Clear Until 

a Recession, Like the “Jobless Recovery” After 2001

Source: Goldman Sachs Global Investment Research.
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Inflation: A Two-Part Story of a Still Falling Underlying 

Trend Alongside a Moderate One-Time Tariff Bump

Source: Goldman Sachs Global Investment Research.
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After Six Months, the Passthrough Rate from Tariffs to 

Consumer Prices Has Reached 55%, Lower Than in 2019

Source: Goldman Sachs Global Investment Research.

*This estimation method may capture spillover effects (e.g. domestic and any foreign producers not directly affected by tariffs 

might raise their prices to take advantage of tariff protection). 

**The effect for t+6 is estimated based on the initial 10% China tariff implemented in February, the effect for t+5 is estimated 

based on tariffs implemented in February and March, and the effect for t+4 is estimated based on tariffs implemented in 

February, March, and April including the 10% "reciprocal" tariff.
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We Expect US Consumers to Eventually Bear 70% of 

the Cost of the Tariffs as Businesses Pass Costs Along

Source: Goldman Sachs Global Investment Research.
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A One-time Tariff Bump Pushes Core PCE Inflation to 

3.0% Even as the Underlying Trend Approaches 2%

Source: Goldman Sachs Global Investment Research.
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Fiscal Sustainability: Tax & Spending Changes + Tariffs 

+ Rising Interest Expense Keep Deficit on a Similar Path

Source: Goldman Sachs Global Investment Research.
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Source: Bureau of Labor Statistics, Haver Analytics, Goldman Sachs Global Investment Research.

Higher Market Interest Rates Have Made the Fiscal 

Trajectory Look Far Worse Than It Did Last Cycle

-6

-4

-2

0

2

4

6

-6

-4

-2

0

2

4

6

1941 1951 1961 1971 1981 1991 2001 2011 2021 2031 2041

Actual

5% Interest Rate Scenario

4% Interest Rate (GS Baseline)

3% Interest Rate Scenario

2% Interest Rate Scenario

% of GDP % of GDP
Federal Real Interest Expense

0

20

40

60

80

100

120

140

160

0

20

40

60

80

100

120

140

160

1941 1951 1961 1971 1981 1991 2001 2011 2021 2031 2041

Actual

5% Interest Rate Scenario

4% Interest Rate (GS Baseline)

3% Interest Rate Scenario

2% Interest Rate Scenario

% of GDP % of GDP

Debt Held by the Public



25Global Investment Research

Source: Bureau of Labor Statistics, Haver Analytics, Goldman Sachs Global Investment Research.

The Longer We Wait to Undertake Deficit Reduction, 

the Larger the Fiscal Consolidation Will Have to Be

2025 2029 2035

US Fiscal Position, GS Forecasts

Primary Balance (% of GDP) -3.0% -2.9% -2.9%

Overall Budget Balance (% of GDP) -6.1% -6.6% -7.8%

Debt-to-GDP 99.7% 107.1% 125.0%

1) Primary Balance Required to Stabilize the Debt-to-GDP 

Ratio
0.7% 0.8% 1.1%

2) Primary Balance Required to Keep Real Interest Expenses 

Below 2% of GDP
0.5% 0.8% 1.5%

3) Primary Balance Required to Keep Real Interest Expenses 

Below 2% of GDP, Interest Rates Rise by 2bp for Every 1pp 

Increase in the Debt-to-GDP Ratio

0.5% 1.0% 2.5%

1) Primary Balance Improvement Required to Stabilize the 

Debt-to-GDP Ratio
3.7pp 3.7pp 4.0pp

2) Primary Balance Improvement Required to Keep Real 

Interest Expenses Below 2% of GDP
3.5pp 3.7pp 4.4pp

3) Primary Balance Improvement Required to Keep Real 

Interest Expenses Below 2% of GDP, Interest Rates Rise by 

2bp for Every 1pp Increase in the Debt-to-GDP Ratio

3.5pp 3.9pp 5.4pp

* Fiscal projections assume that there is a 15% probability of recession each year and that recessions result in a 5pp cumulative increase in the primary 

deficit.  We also assume that interest rates increase by 1bp for every 1pp increase in the debt-to-GDP ratio unless otherwise indicated.

Primary Balance Required

Deficits, Debt, and Fiscal Consolidation Required by Year*

Primary Balance Improvement Required
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Source: Bureau of Labor Statistics, Haver Analytics, Goldman Sachs Global Investment Research.

The Risk of Falling onto an Explosive Debt Path Rises 

the Longer We Let the Debt and Interest Expense Grow

* We assume that deficit reduction starts in the year shown and takes 10 years to reach the targeted primary 

surplus. We simulate shocks to growth, interest rates, and the deficit based on historical data and assess how 

probable it is that after 25 years the debt/GDP ratio rises to a level where the economy cannot avoid an 

explose debt trajectory even with the maximum assumed primary budget surplus.
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US Economic Forecasts

2022 2023 2024 2025 2026 2027 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

OUTPUT AND SPENDING

Real GDP 2.5 2.9 2.8 2.0 2.4 2.1 -0.6 3.8 3.6 1.0 3.1 2.0 2.0 2.0

Real GDP (annual=Q4/Q4, quarterly=yoy) 1.3 3.4 2.4 1.9 2.3 2.1 2.0 2.1 2.1 1.9 2.9 2.4 2.0 2.3

Consumer Expenditures 3.0 2.6 2.9 2.5 1.8 2.0 0.6 2.5 3.0 1.3 1.6 1.8 1.8 1.7

Residential Fixed Investment -8.1 -7.8 3.2 -1.8 -1.7 1.9 -1.0 -5.1 -2.8 -5.0 -2.5 1.0 2.0 2.0

Business Fixed Investment 6.5 7.3 2.9 3.7 2.5 3.8 9.5 7.3 2.4 -1.4 2.4 3.8 4.0 4.0

Structures 3.5 16.7 1.1 -5.3 -1.9 2.6 -3.1 -7.5 -7.1 -3.0 -2.0 1.0 2.0 2.0

Equipment 2.8 2.9 3.5 7.4 1.6 3.4 21.3 8.5 4.0 -7.0 2.0 4.0 4.0 4.0

Intellectual Property Products 11.7 6.2 3.5 5.7 5.7 4.7 6.5 15.0 6.0 5.0 5.0 5.0 5.0 5.0

Federal Government -3.3 3.3 3.8 -1.2 1.7 0.9 -5.6 -5.3 3.0 -17.5 22.5 0.0 1.0 1.0

State & Local Government 0.0 3.6 3.8 2.3 0.7 1.2 1.9 3.1 1.0 0.5 0.3 0.3 0.5 1.0

Net Exports ($bn, '17) -1,024 -925 -1,033 -1,081 -877 -909 -1,381 -1,058 -997 -890 -867 -872 -880 -889

Inventory Investment ($bn, '17) 146 47 44 36 25 61 172 -18 -8 0 10 20 30 40

Nominal GDP 9.8 6.7 5.3 4.8 4.9 4.1 2.9 6.0 6.5 4.0 5.7 4.2 4.1 3.9

Industrial Production, Mfg. 2.7 -0.5 -0.5 1.2 2.1 3.0 3.6 1.8 2.4 0.2 2.5 2.8 2.9 2.9

HOUSING MARKET
Housing Starts (units, thous) 1,552 1,421 1,371 1,291 1,224 1,315 1,401 1,354 1,234 1,176 1,179 1,209 1,239 1,269

New Home Sales (units, thous) 637 665 685 656 670 644 655 670 620 680 690 690 662 638

Existing Home Sales (units, thous) 5,083 4,103 4,067 3,983 3,978 4,132 4,127 3,990 3,888 3,926 3,937 3,956 3,989 4,030

Case-Shiller Home Prices (%yoy)* 7.5 5.3 3.8 0.4 0.7 2.2 3.8 2.3 1.4 0.4 -0.4 0.4 0.6 0.7

INFLATION (% ch, yr/yr)
Consumer Price Index (CPI)** 6.4 3.3 2.9 2.7 2.3 2.1 2.7 2.5 2.9 2.9 2.6 2.8 2.5 2.3

Core CPI ** 5.7 3.9 3.2 3.0 2.4 2.2 3.1 2.8 3.1 3.0 2.8 2.9 2.7 2.4

Core PCE** † 5.0 3.1 3.0 3.0 2.3 2.0 2.8 2.7 2.9 2.9 2.8 2.8 2.6 2.3

LABOR MARKET
Unemployment Rate (%)^ 3.5 3.8 4.1 4.5 4.3 4.1 4.2 4.1 4.4 4.5 4.5 4.5 4.4 4.3

U6 Underemployment Rate (%)^ 6.6 7.2 7.5 8.3 8.1 7.7 7.9 7.7 8.2 8.3 8.4 8.3 8.2 8.1

Payrolls (thous, monthly rate) 380 216 168 66 105 115 111 55 47 50 80 110 115 115

Employment-Population Ratio (%)^ 60.1 60.1 60.0 59.5 59.5 59.5 59.9 59.7 59.6 59.5 59.5 59.5 59.5 59.5

Labor Force Participation Rate (%)^ 62.3 62.5 62.5 62.3 62.2 62.0 62.5 62.3 62.3 62.3 62.3 62.2 62.2 62.2

Average Hourly Earnings (%yoy) 5.4 4.4 3.9 3.7 3.3 3.2 3.9 3.8 3.7 3.5 3.3 3.3 3.3 3.3

GOVERNMENT FINANCE
Federal Budget (FY, $bn) -1,376 -1,694 -1,833 -1,775 -2,000 -2,100 -- -- -- -- -- -- -- --

FINANCIAL INDICATORS
FF Target Range (Bottom-Top, %)^ 4.25-4.5 5.25-5.5 4.25-4.5 3.5-3.75 3-3.25 3-3.25 4.25-4.5 4.25-4.5 4-4.25 3.5-3.75 3.25-3.5 3-3.25 3-3.25 3-3.25

10-Year Treasury Note^ 3.88 3.88 4.58 4.20 4.20 4.25 4.23 4.24 4.16 4.20 4.20 4.20 4.20 4.20

Euro (€/$)^ 1.07 1.11 1.04 1.19 1.25 1.25 1.08 1.18 1.17 1.19 1.23 1.23 1.24 1.25

Yen ($/¥)^ 132 141 157 145 127 120 150 144 148 145 137 137 136 127

** Annual inflation numbers are December year-on-year values. Quarterly values are Q4/Q4.

† PCE = Personal consumption expenditures.  ^ Denotes end of period.

Note: Published figures in bold.

* Weighted average of metro-level HPIs for 381 metro cities where the weights are dollar values of housing stock reported in the American Community Survey. Annual numbers are Q4/Q4.

THE US ECONOMIC AND FINANCIAL OUTLOOK
(% change on previous period, annualized, except where noted)

2025 2026
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