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Consumption is top-heavy
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Top 10% of income earners account for half of all spending
Shares, 4-quarter moving average

Source: KPMG Economics, Moody's Analytics
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Labor market showing signs of weakness
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Labor market indicators have cooled
Percent and ratio, SA

Hiring rate

Job openings to
unemployed
ratio

Source: KPMG Economics, Job Openings and Labor Turnover Survey (JOLTS)
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Demographics are a real challenge; more productivity needed
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2031: CBO's 
new estimate of 
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Goods inflation expected due to tariffs

2.9% 
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Service sector inflation cooling
Year-over-year percent change PCE: Core (ex. food and

energy)
PCE: Services ex. housing

PCE: Housing

PCE: Goods

Source: KPMG Economics, Bureau of Economic Analysis

Recession



6© 2025 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member 
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. 

Federal Reserve set to cut 3x by year-end
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Fed begins cutting cycle
Federal funds rate, upper bound

Federal funds rate (actual)

Federal funds rate (forecast)

Fed's estimate of the neutral rate

Source: KPMG Economics, Federal Open Market Committee

Forecast
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Large increase in tariffs
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Tariffs taper off after peaking at highest rate since Great Depression
Effective tariff rate, percent

Historical effective tariff rate

Forecast - future effective tariff rate

Tariff rate in 1937

Forecast

Source: KPMG Economics, United States Census Bureau

Note: actual effective tariff 
rate in June above 10% due 
to mitigation efforts

Smoot-
Hawley Tariff 
Act of 1930
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Policy uncertainty weighs on investment

April peak: 1151.4
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Trade policy uncertainty index surges to record highs
Index, monthly

Source: KPMG Economics; Dario Caldara, Matteo Iacoviello, Patrick Molligo, Andrea Prestipino and Andrea Raffo
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