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An Exceptional Economy
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Job Growth Not Providing Support
Key Takeaways

 Job Growth Levels:  Have shrunk to 
low levels relative to recent history.  
Most recent print had Aug job increase 
at 22k, 6 monthly average during 
summer 2024 was ~175K.

 Diffusion: Diffusion index helps 
pinpoint how broad the recent 
downturn has been.  Below 50 means 
the drop is evenly shared across 
industries

 Monetary Policy Focus:  It has 
become clear that the difficult place in 
managing both inflation and job 
growth by the Fed has become more 
bias to job growth given this data.

6-Month Diffusion Index of Non-Farm Jobs



-3.0
-2.5
-2.0
-1.5
-1.0
-0.5
0.0
0.5
1.0

24Q4 25Q1 25Q2 25Q3 25Q4 26Q1 26Q2 26Q3 26Q4 27Q1 27Q2 27Q3 27Q4 28Q1 28Q2 28Q3 28Q4

Income taxes Corporate taxes
Defense spending Border security spending
Other nondefense discretionary spending Mandatory spending
Deportations Federal layoffs
Other factors Tariffs
Total impact

Economic (Fiscal) Policy Impact on 
Growth Outlook

Sources: BEA, Moody’s Analytics

*OBBBA and Other baseline assumes pre-OBBBA fiscal policy, no new tariffs, no DOGE-driven layoffs, and stable net migration (~1 mil per annum).

% deviation in real GDP from OBBBA and other policy

Tariff Impacts are net of import/export
GDP and inflationary pressures on PCE
Impact.  Recent data suggests that downside
could be overstated.



Residential Housing Permits

Residential Housing Permits – Available IPCo Territory (Ada, Bannock, Bingham, Blaine, Boise, Canyon, Cassia, Elmore, Gem, Gooding, Jerome, Oneida, Payette, Twin Falls, Valley)

Annual Residential Permits Rolling 12-Month

Growth in population/households is centered in load 
pockets or high populated counties, 30% more so than 

previous years
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AI Stocks Power Positive Wealth Effects
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The wealth effect measures the annualized % change in 
GDP due to a 1% change in stock wealth.

Annualized % change



Is a “K” Economy is Developing
Illustrative Example of a “K” recovery

Inequality 
accelerating due to 

“The Three T’s” :

 Taxes
 Trade
 Technology

• Stockholders
• Tech, Finance
• College Grads
• Goods
• Prime Borrowers

• Renters
• Hospitality, Retail
• Non-college grads
• Northeast
• Services
• Subprime borrowers

“Flat” Growing

Resilient Rebound

Recovery Pre-COVID Years COVID Era 
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Sustainability of Cost of Living
Affordability In Idaho Relative to US Conventional Mortgage Spreads

SOURCE: St. Louis Federal Reserve, FRED

SOURCE: National Association of Realtors (NAR); U.S. Census Bureau (BOC); U.S. Bureau of 
Economic Analysis (BEA)
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Not Quite a Recession. Fragile Not Resilient
Probability of U.S. recession in the next 12 mo, %, based on a machine learning model
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Tipping Point Risks 

Scatterplot of potential risks likelihood and impacts

Low-income household financial distress: The resumption of 
payments could hurt consumer spending more than anticipated

Fed capture: Political intervention in rate-setting and other 
monetary policy decisions considerably weakens long-term 
credibility and the central bank’s ability to manage future crises.

Bond market meltdown: Bond investors could sour on U.S. 
Treasuries. This reduction in demand would send yields upward and 
potentially cause painful and sudden shifts in fiscal policy

House prices slump: Declines in household wealth have 
implications for spending and overall economic growth through the 
wealth effect.

Federal Reserve policy misstep: By either underestimating the 
inflationary effect of tariffs or falling behind a quickly slowing 
economy, the Fed may be ineffective in staving off a U.S. economic 
recession.

Banking system seizes up: Banks tighten lending standards more 
than anticipated and precipitate a “credit crunch” and outflows of 
deposits. This weakens economic growth through diminished 
consumer spending and business investment. 

Nonbank mortgage companies falter: Regulatory requirements 
have pushed a lot of credit activity from banks to nonbanks. 
Opacity in the private credit market means there could be hidden 
fault lines and underappreciated interconnectedness. A wave of 
write-downs and defaults could cause financial market volatility. 

Low-Income Distress

Sell Off China tensions 
intensify

Supply Chain
Disruptions

Nonbank
mortgage 

Companies fail

Government
Spending

cuts

House Price 
Slump

AI-Induced
Disruption

Fed Policy 
Misstep

Likelihood
Of 

Risk

Economic Severity of Risk

Global trade
war escalation

Bond market 
meltdown

Fed Capture
Bank Seize Up
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Outlook on Personal Income
Summary Points

11%
Period Percent 

Change
Probability 

Ranges

FY’26 5.2% 4.2% - 
5.5%

FY’27 5.7% 0.4% - 
6.3%

FY’28 5.3% 2.1% - 
7.0%
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Source: Idaho Power. Moody’s Analytics. Nov 2025.
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