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After 2021 expansion, GDP contraction 
signals troubles ahead 

The US real GDP increased by 5.7% in 2021, 
the fastest rate of expansion since early 1980s. 
Activity saw a sharp acceleration in 2021-Q4 
(1.7% q-o-q increase) as suppliers re-stocked 
inventories depleted during the post-COVID 
rebound. Output at the end of 2021 stood 3.1% 
above its pre-pandemic level as private 
consumption increased by 7.9%, reaching its 
pre-COVID trend. Activity was also supported by 
private investment, which increased by 7.8%, 
propelled by double-digit growth in equipment 
and intellectual property and an expansion in 
residential construction. Net exports contributed 
negatively to growth, as a robust rise in exports 
(4.5% in 2021) was outpaced by imports 
increasing 14% over the year, fuelled by 
flourishing domestic demand. 

According to an advance estimate, US output 
fell by 0.4% (q-o-q SA) in 2022-Q1, as exports 
unexpectedly contracted (while imports 
continued expanding). Private consumption and 
investment growth remained robust, pointing to 
continued strength of domestic demand. 

Growth expected to slow in 2022, remain 
positive 

GDP is expected to rise by 2.9% in 2022 and by 
2.3% in 2023, lower than projected in autumn. 
While the Russian invasion of Ukraine should 
affect activity only indirectly (mainly via the 
commodity price channel), the projected 
elevated consumer inflation is expected to 
weigh on household real incomes, dragging 
down private consumption. A faster-than-
previously-envisaged monetary tightening, in 
reaction to continued inflation pressures and a 
tight labour market, is expected to constitute a 
further drag on growth. Private consumption 

and fixed investment are set to remain the 
main growth engines, but their pace of 
expansion is expected to decelerate over the 
forecast horizon as output growth gradually 
converges back to potential. 

     

Due to US dollar appreciation, imports volume 
growth is projected to remain high, at almost 
9%, in 2022, but is set to slow down to 3% in 
2023, reflecting less dynamic domestic 
demand and the further progress in restocking 
inventories. Export growth is forecast to 
accelerate to around 5.5% in both 2022 and 
2023, with export volume surpassing the pre-
pandemic level in mid-2023. Net exports’ 
contribution to growth will remain negative in 
2022 and will turn marginally positive only in 
2023. The current account deficit widened in 
2021, and may further increase in terms of 
GDP in 2022, before improving in 2023.  

War in Ukraine adds to inflationary pressures 

Headline CPI inflation reached 4.7% in 2021 on 
the back of strong base effects, flourishing 
demand, high energy prices and supply 
constraints. Inflation is expected to further 
increase in the first half of 2022, fuelled by 
even higher energy and commodity prices due 
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Following a rapid expansion in 2021, US output contracted in 2022-Q1. Growth is forecast to pick 
up in the next quarters, but at a lower rate than observed in 2021, as decades-high inflation, 
fuelled by tight labour market and Russia’s war of aggression against war in Ukraine, weighs on 
household incomes, while financial conditions tighten. 2023 is set to see further moderation in 
output growth, converging down to potential. Inflation is projected to peak in 2022-Q2 and then 
gradually come down as supply constraints progressively recede, energy price inflation eases and 
domestic demand moderates. Higher inflation for longer and the impact of geopolitical tensions 
are the main risks to the outlook. 
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to the war in Ukraine, as well as continued 
robust domestic demand and persisting supply 
chain disruptions. Inflation is projected to 
moderate into the second half of the year as 
monetary policy tightening succeeds in shifting 
expectations, while supply chain constraints 
and commodity prices start to ease gradually. 
However, inflation is not expected to reach the 
Federal Reserve’s (Fed’s) target of 2% by the 
end of the forecast horizon.  

The pace of jobs growth is expected to 
decelerate over the next two years, but wage 
pressures may persist in some market 
segments. The unemployment rate is set to fall 
to close to 3.5% in late 2022 and remain at 
around that level in 2023. 

Policy mix will turn firmly contractionary 

The Fed accomplished its asset purchase 
tapering in March 2022 and lifted its target 
funds rate for the first time since pre-
pandemic, by 0.25 pps, to the 0.25%-0.5% 
range. The March Federal Open Market 
Committee meeting minutes suggest that the 
Fed is prepared to keep tightening aggressively 
during 2022 and could start reducing its 
balance sheets in June. Although recent high 
inflation prints have pushed nominal long yields 
above their February 2020 levels, real interest 
rates remain unusually low. The yield curve (its 
10y-2y segment) briefly inverted in early April 

2022, but returned to positive territory more 
recently. 

On the fiscal front, the general government 
deficit is set to fall from around 12% of GDP in 
2021 to close to 6% of GDP in 2022 and to 5% 
of GDP in 2023. With no extra spending 
packages currently in the pipeline, the fiscal 
impulse will remain negative over the forecast 
horizon. After a steep increase of about 14 pps 
in 2020, general government debt fell by 4 pps 
to 129% of GDP in 2021, and is set to continue 
decreasing to 123.5% of GDP and 122% of 
GDP in 2022 and 2023, respectively. 

The risks are skewed to the downside  

A higher inflation for longer, in part due to 
intensified wage-price pressures, lingering 
supply chain disruptions (e.g. if lockdowns in 
China are extended) and an outsized impact of 
the war in Ukraine on prices, risks eroding 
consumer purchasing power and depressing 
demand. Persistent inflation resulting in a 
faster-than-projected tightening of monetary 
policy could also considerably raise the cost of 
financing and further stifle demand, increasing 
the risk of recession in 2023. 

 
 

       
 
 

bn USD Curr. prices % GDP 02-17 2018 2019 2020 2021 2022 2023

22997.5 100.0 2.0 2.9 2.3 -3.4 5.7 2.9 2.3

15746.9 68.5 2.2 2.9 2.2 -3.8 7.9 3.4 2.2

3250.7 14.1 0.8 1.2 2.0 2.0 1.1 0.0 1.6

4941.7 21.5 1.9 4.4 3.1 -1.6 6.1 3.4 2.5

2479.9 10.8 4.1 2.8 -0.1 -13.6 4.6 5.7 5.4

3395.8 14.8 3.5 4.1 1.2 -8.9 14.0 8.7 2.7

23250.0 101.1 2.0 2.8 2.1 -3.6 5.7 3.0 2.4

2.0 3.0 2.4 -2.6 6.8 2.9 2.3

0.0 0.2 0.0 -0.6 0.0 0.4 -0.1

-0.1 -0.3 -0.2 -0.3 -1.4 -0.7 0.2

0.6 1.7 1.2 -5.8 3.2 3.3 1.1

Unemployment rate (a) 6.4 3.9 3.7 8.1 5.4 3.6 3.5

2.9 3.2 3.0 6.7 5.6 5.4 3.9

1.5 1.9 1.9 4.1 3.2 5.9 2.7

11.4 13.2 13.3 21.7 18.2 13.8 13.4

1.9 2.4 1.8 1.2 4.2 6.4 2.8

2.1 2.4 1.8 1.2 4.7 7.3 3.1

-0.2 0.8 0.6 -1.2 6.0 2.3 0.7

-4.9 -4.3 -4.1 -4.3 -4.8 -5.3 -5.0

-3.6 -2.1 -2.2 -2.8 -3.6 -3.9 -3.4

-6.7 -6.1 -6.4 -15.3 -11.7 -5.7 -4.9

: : : : : : :

83.9 107.0 108.6 132.8 128.8 123.4 122.1

Structural budget balance (d)

General government gross debt (c)

(a) as % of total labour force. (b) gross saving divided by adjusted gross disposable income.  (c) as a % of GDP. (d) as a % of potential GDP.

 (*) Employment data from the BLS household survey. 

General government balance (c)

Employment

Compensation of employees / head

Unit labour costs whole economy

Saving rate of households (b)

GDP deflator

Trade balance (goods) (c)

Current-account balance (c)

Consumer price index

Terms of trade goods

Contribution to GDP growth: Domestic demand

Inventories

Net exports

GNI (GDP deflator)

Table II.34.1:

Main features of country forecast - UNITED STATES

2021 Annual percentage change

GDP

Private Consumption

Public Consumption

Gross fixed capital formation

Exports (goods and services)

Imports (goods and services)




