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Which Path Should We Choose?
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The Road Not Taken

ÅRobert Frostôs poem has two meanings

ïThe popular meaning is that the best path 

is the one we forge ourselves.

ïThe academic meaning is that we 

convince ourselves after the fact that we 

forged our own path

ÅòI took the one less traveled by, And 

that has made all the difference.ò
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What is the Goal of Our Economy?



We Need To Acknowledge the 

Elephant in the Room
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Who Matters Most?

ÅHouseholds

ÅConsumers

ÅLabor

ÅWage Workers

ÅEntrepreneurs

Å?????

Who has the wealth?
Who has the managerial power?
Who has the consumer power?

Who are the workers?
Who are creating jobs?
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ÅSilent Generation

ÅBaby Boomers

ÅGen X

ÅMillennials

ÅGen Z

ÅGen Alpha



What Matters Most?

ÅSolow Growth Model

ÅLabor (Population)

ïQuality and quantity - Productivity

ïDemographics - U.S. and World

ÅCapital  

ïQuality and quantity - Productivity

ÅTechnology

ïIdeas & Entrepreneurship

Compare to the factors of production: Land, Labor, Capital, & Entrepreneurship



Who is behind the Door?
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News?



Who is our hero?

How does this translate into our economy? 10



What is behind the WHO Door? 

ÅTake a moment and think about five 
demographic characteristics that describe you

ÅWhat song best defines your generation?

ÅWhat movie or show best defines your 
generation?

How do we have an economy with people so different from us?

11



Name That Song



Generations at Age 30



Population changes affect long-run 

economic growth

ÅThe Greatest Generation ς born 1901-1924

ÅThe Silent Generation ς born 1925-1945

ÅThe Baby Boomer Generation ς born 1946-1964

ÅGeneration X ς born 1965-1979

ÅMillennials ς born 1980-1994

ÅGeneration Z ς born 1995-2012

ÅGen Alpha ς born 2013 ς 2025
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1995 or 1996 or 1997 or 1998?







Check Your City

Å https://data.census.gov/app/population_pyramids?g=160XX00US4803000#outro

Pacific Coast Banking School 18



Pacific Coast Banking School 19



Does Political Power Matter?

Dark Blue is 50% of 
Expected 2040 
Population

Medium Blue is 
80% of 2040 
Population



The Regulation Door:

Senate vs. House

ÅWhich policies and regulation will the 

Senate want? The House?

ÅWhich door is your family, business, 

community behind?
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Millennials Are In Charge



Does Religious Background Matter?
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ÅWhat are some differences between the 

generations that you see in your position?

ïWhat does it mean for your bank?

ÅWho in your market is doing a good job of 

capturing that value?
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How Do We Interact?

ÅOutput

ÅEmployment

ÅInflation

ÅInterest rates



Nominal GDP Since 1947

Smooth



When does Real GDP dip noticeably?

Real GDP Since 1947



Joseph Schumpeter (1883-1950)



Creative Destruction

ÅMost modern economic theory and policy is 

viewed as post-WWII 

ÅWhy? (This is in terms of prior centuries)

ïEconomy is more stable

ïEconomy is steadily growing

ïEconomyôs fluctuations are less frequent with shorter 

shadows

ïOne dominant generation and viewpoint

ïThis is an oversimplification, but we need to understand 

the perspective from which the theory and policy 

originated

This is changing!



What is a normal dip?
What is a normal spike?

Real GDP Percentage Change

Economy is supposed to be more stable with less fluctuations.  
What do you see with the recent fluctuations?



Recessions

Åhttp://www.nber.org/cycles.html

ÅFebruary 2020 to April 2020 ï 2 months

ÅDecember 2007 to June 2009 ï 18 months

ÅMarch 2001 ï November 2001 ï 8 months

ÅJuly 1990ï March 1991 ï 8 months

ÅJuly 1981 ï November 1982 ï 16 months

http://www.nber.org/cycles.html


Real GDP-post recessions

Were Millennials Hurt by the Slow Recovery after 2008-09 recession? 



Real Disposable Personal 

Income: Per Capita
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The data shows that the U.S. has had steady 
growth since WWII
ïRecessions are less frequent

ïIncome has risen

ïAbility to consume has risen

Next question is: Has the growth been even? 
ïNotice that recent recessions and measures of 

wealth have had more, larger, longer downswings



Consumer Sentiment

Why does this variable matter?
Focuses more on consumer spending



Consumer Confidence

Why does this variable matter?
Focuses more on labor market



Change in Consumer Sentiment



Income Concepts

ÅIncome 

Inequality

ÅIncome 

Polarization

ÅIncome Mobility

Alichi, Kantenga, Sole: IMF 2016; Income Polarization in the United States

Current FRED Gini Index = 41.3



Why the Imbalance?

ÅTechnological Progress

ÅDeclining Unionization

ÅTaxation

ÅInternational Trade

ÅEducation

ÅImmigration

ÅHousehold Structure

ÅDemographics



ñHollowing outò of the Middle 

Class

ÅWhich is the one reasons that matters 

most for your city/region?

ÅIMF paper: 

ïRound one was inequality  

ïRound two is polarization



Gini Coefficient by State
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ÅWhich reason(s) jammed your city/regionôs 
door?

ÅEvery jammed door is a profit opportunity
ïIs your city/region handling the jammed door well?

ïIs your bank handling this well?

ïIs the current economy and political landscape 
unjamming doors?

45



Real Investment Post 

Recessions

Are we expanding for the future?



Notice importance of home as an asset

47



Will the BB wealth transfer solve 

some of the wealth issue?

ÅRetiring Boomer business owners will sell or 
bequeath $10 trillion worth of assets over the next 
two decades.

ÅThese assets are held in more than 12 million 
privately owned businesses.

ÅMore than 70 percent of these companies are 
expected to change hands.

ÅThe sale of almost 12 million businesses over the 
next 10 to 15 years represents a significant increase 
in the annual number of businesses that will be sold.
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Where is the wealth going?
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Millennial Wealth Gap

ÅAverage millennial has less wealth at the age of 35 than previous generations
ÅThe top 10% of millennials have 20% more wealth than the top baby boomers at 

the same age
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New American Job Market?

ÅSplit between high-skill, medium-skill, and low-

skill

ïAutomated or not?

ïBlue-collar production and white-collar clerical jobs 

that can support a family are disappearing

ïLow-skill, low-wage service are replacing these jobs

ïJob losses in middle skill ï middle-wage careers

ïWho has the skills ï natives or immigrants?



Skill & 
Wage

High

Medium

Routine

Non-
routine

Low

Job Polarization

How does AI exacerbate this polarization?



Real GDP & Unemployment Rate



Sahm Rule 



U6 Rate ï Marginally, PT, and 

Discouraged



Unemployed Based on 

Education

Does college pay?



Efficiency Wage

ÅPay a higher than market wage 

ïReduce adverse selection in hiring pool

ïReduce shirking

ïReduce turnover

ÅWorkers need to demonstrate why they 

should be paid an efficiency wage

ïCertifications

ïExperience



Change in CPI



Producer Price Index

When do price changes from producers pass to consumers?

Are small businesses struggling?



CBSôs Price Tracker
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Prices are at a new 
level.

Did your income 
increase too?
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Households have 
to make choices



Fees



Total Public Debt to GDP
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How Do We Compare?
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Institute of Supply Management



66

Federal Reserve Policy



Misery Index


