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1. Temporary dip in the headline: The domestic economy grew by only 2.3% in the final three months of 2024, 

despite a solid 4.2% rise in consumer spending which contributed 2.8% to topline growth. This contrast 

between slightly above-trend growth and the robust consumer contribution to real GDP in Q4 of last year 

highlights the fact that inventories were drawn down in the process of satisfying the spike in consumer demand. 

The net inventory drag on overall growth recorded during the fourth quarter subtracted a large -0.9% from the 

growth in real GDP. Moreover, a curious Q4 2024 GDP development was that the net trade deficit had little if 

any effect on overall economic growth, despite all the speculation that there would be a big surge in imports 

before year-end as companies rush to build stocks in advance of the promised Trump tariffs. The net result of 

these key macro-economic trends was that real final sales of domestic product rose 5.5%, extending an 

unusually long string of such robust gains in final sales. Solid Q4 consumer spending also built on top of a solid 

3.7% rise in consumer spending over the July to September period, which helped power a 3.1% rise in Q3 2024 

real GDP.

2. Following on the heels of these six months of exceptionally strong consumer spending, some payback in early 

2025 is to be expected and there is no doubt that the January retail sales report is evidence that just such a 

recalibration in the consumer has begun. However, projecting from just one month’s data to the entire quarter or 

the full year, as some Street forecasters are prone to do, would be a mistake. The fundamentals behind the 

consumer are exceptionally favorable. The labor market remains tight, wages continue to rise at +4%, and the 

household balance sheet is very healthy. These macro drives suggest companies will likely replenish their 

depleted stocks and although a good portion of this inventory rebuild will flow overseas, consumers are likely to 

increase spending on services, assuring a slightly above-trend rise in Q1 GDP. Should Q1 2025 real GDP 

contract at 1.5% annual rate suggested by the Atlanta Fed and not at the +2.7% included in our latest +3 full 

year forecasts, then real growth later in the year is more likely to exceed our latest forecasts given the 

constructive fundamentals and the markets again discounting 50 basis points of rate cuts later this year. As 

such, we see no reason to cut fully year outlook, especially now that long-term rates are back in the 4.25% 

area. 

3.

Conclusion
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Disinflation trend in place
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Covid-19 recession was a fourth consecutive credit cycle 
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Output Gap points to sticky inflation.
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Global excess capacity evident 
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Global excess supply reflected in current account surplus 
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Uptrend in global trade adds to excess supply pressures  
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Excess supply dampens global manufacturing
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Debt/ GDP an important global headwind 
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Fiscal stimulus has become less effective
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Aging population is another growth headwind



Monetary Policy
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Tight labor market should constrain the Fed 
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Taylor rule suggests policy not to restrictive
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Inflation expectations stuck above 2% target
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Financial stress not an issue despite lingering CRE concerns 
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Fed Funds Expectations
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SOMA still normalizing
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Quantitative policy tools are very effective
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Few companies borrow at the front end of the curve 
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Money market fund balances suggest ample liquidity in markets



Credit Considerations
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Tightened lending standards becoming less of an issue
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Banks have become less restrictive to the consumer
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Banks are less restrictive to the consumer  
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Bank balance sheets look healthy
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Ample reserves against non-preforming loans



29 |   Private and confidential

Lending squeeze has abated
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Less reliance on bank loan markets
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Strong risk based capital positions



Corporate Spreads and 
Balance Sheet
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Financing gap reflects reduced external funding



34 |   Private and confidential

Corporate leverage back to normal while companies buy back shares 
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Crude oil market looks supported 
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Investors not concerned about default risk
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BBB issuance remains elevated
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Duration back to normal
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Buy side less exposed to bonds
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Non-financial corporate leverage well controlled



41 |   Private and confidential

Limited exposure to short-term funding  
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Corporate debt burden at multi-generational lows



Household Balance Sheet
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Covid-19 excess savings depleted
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Deficit spending driving down net domestic savings
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Household leverage not a big concern
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Household debt burden remains exceptionally low
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Households focused on long duration funding
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Selective credit squeeze
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Home equity still a positive
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Corporate profit share still high



Equity Valuation 
Considerations
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Equities are expensive 
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Robust earnings expectations
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Buybacks still elevated
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Market is expensive relative to macro economy
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Technically stocks still look over valued



Fixed Incomes Valuation 
Considerations
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Domestic cyclical inflation pressures persist
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Inflation off the peak but well above 2% target. 
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Rent still driving core PCE deflator
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Rental market less tight
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Reduced hours worked keeping hourly earnings inflated
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TIPS breakeven inflation still above Fed PCE target
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Liquidity premium squeezed by the spike in inflation
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Term premium drifting upwards in line with rising inflation risks.
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Real yields back to being consistent with trend GDP
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Negative yields no longer a drag on domestic bond markets



Auto Appendix
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Sales slightly higher than inventory
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Auto assemblies not holding back manufacturing
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Factory sector has become less important contributor to GDP
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Used car prices stabilized at inflated level 
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Rate hike effect on auto lease rates appears to have diminished.
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Sales of heavy and light trucks resilient
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Inventory of heavy trucks elevated
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Dealer inventory less of a problem for the industry



Housing market appendix
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The pool of vacant homes still low
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Ownership rate reflects household ability to buy a home
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Vacancy rate key to building activity
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Rental vacancy rate key driver of rents
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Buyers vs. Sellers 
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Home prices in major cities 
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Home prices and mortgage rates impact demand
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Builder confidence reflects market fundamentals
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Composition of new starts reflects prices vs. rents



Oil appendix
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Estimated total OPEC Crude Oil Production
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U.S. crude oil inventory and WTI



International appendix
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World GDP Breakdown, Pre-Reagan (1981-1989) vs now
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Disclaimer

 General Disclaimers 

 The information and analysis (collectively, the “Information”) contained in this publication is being provided to you solely for informational purposes.  The Information is not the 
product of a Research Analyst or a Research Department.  No representation, warranty or other assurance of any kind is made with respect to the accuracy, completeness or 
suitability of the Information and neither Mizuho Securities USA LLC.  (“MSUSA”) nor any MSUSA officer, director, employee, agent, advisor or controlling person shall have any 
liability relating to or arising from your use of any of the Information or for any error therein or omission therefrom.

 The Information is subject to change and any and all forecasts, projections or forward-looking statements contained therein shall not be relied upon in any respect, including, but not 
limited to, as an indication of future results. All opinions, estimates, forecasts, projections or forward-looking statements contained in the Information shall not be relied upon as fact 
or any representation or assurance of future results, which results may vary materially therefrom.  

 MSUSA is not your agent, fiduciary or advisor with respect to any matters contemplated by the Information.  You must obtain your own independent professional advice regarding 
the financial, accounting, legal, and tax aspects of the matters set forth in or related to the Information. You agree that you are not relying and will not rely on any oral or written 
communication provided by or on behalf of MSUSA as investment advice or as a recommendation to enter into any transaction and that you must conduct such investigations and 
perform such diligence as you deem appropriate to make an independent determination to enter into any transaction or otherwise take any action with respect to the matters herein 
described.  You also agree that you are capable of assessing the merits of the Information and, with respect to the matters contemplated by the Information, should you enter into 
legally binding agreements with MSUSA you will do so because you understand, accept and deem suitable for your purposes the terms and conditions of such agreements and the 
risks and consequences associated therewith (including, but not limited to, economic, credit, competitive, operational, financial, accounting, legal and tax risks).

 Any prior results included in this presentation are for illustration purposes only and are not indicative of the future performance or results.  Products described in this presentation 
may be speculative and are only suitable for financially sophisticated investors who are willing and able to accept their inherent risks, including a total loss of investment.

 Prices and availability of financial instruments, if provided, are indicative only and subject to change without notice. MSUSA has no obligation to update, modify or amend this 
presentation and inform the reader accordingly.  

 IRS Circular 230 Notice

 To ensure compliance with Internal Revenue Service Circular 230, prospective investors are hereby notified that: (A) Any discussion of U.S. federal tax issues contained or referred 
to in the Information or any document referred to herein is not intended or written to be used, and cannot be used, by prospective investors to avoid penalties that may be imposed 
on them under the United States Internal Revenue Code of 1986, as amended (the “Code”); (B) such discussion is written for use in connection with the promotion or marketing of 
the transactions or matter addressed herein; and (C) prospective investors should seek advice on their particular circumstances from an independent tax advisor.  

 Securities Laws

 The Information does not constitute an offer to buy or sell or the solicitation of an offer to buy or sell any security or instrument or to participate in any trading strategy or a 
recommendation to do any of the foregoing.  

 Potential Conflicts of Interest Involving MSUSA and its Affiliates 

 Some of the assets and instruments described in the Information may consist of obligations of companies for which MSUSA or an affiliate has acted as underwriter, agent, placement 
agent, initial purchaser or dealer or for which MSUSA or an affiliate has acted as lender or provided other commercial or investment banking services, or derivative instruments 
related to such obligations. 

 MSUSA, its clients or an affiliate may act as counterparty to any order that you place, enter into transactions contrary to any recommendations contained herein or in any other 
recommendation you have received from MSUSA, or have short or long positions or act as principal or agent in any assets or instruments mentioned herein, or enter into derivative 
transactions relating thereto or perform or seek financial or advisory services for the issuers of those assets or instruments.

 © 2020 Mizuho Securities USA LLC. All Rights Reserved. This document may not be altered, reproduced or redistributed, in whole or in part, without the prior written consent of 
Mizuho Securities USA LLC. Mizuho Securities USA LLC is a broker-dealer registered with the U.S. Securities and Exchange Commission, a member of FINRA, and a member of 
the Securities Investor Protection Corporation.


