The U.S. and Minnesota Economic Outlook

Presented by
Dr. Anthony Becker, Minnesota State Economist
2026 CEAM Conference, January 29, 2026



Economic Outlook

e U.S. Economic Outlook
e Labor and Housing Markets
e Forecast Risks

e Revenue Forecast




SPGMI’s Economic Forecast Assumptions

* SPGMI forecast released on January 10, 2026

 Direct effects of 6-week federal shutdown incorporated

e Provisions of HR1 full implemented

e Federal Reserve holds interest rates steady until mid-2026
e Effective tariff rate of 14 percent, down from 16 percent

* Net U.S. migration reduced by 500,000 annually through 2028



U.S. Economic Outlook Holds Steady

U.S. Real Gross Domestic Product

Annual Percent Change
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Slightly Lower Growth in Consumer Spending

Real U.S. Consumer Spending

Annual Percent Change
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Real (inflation adjusted) consumer expenditures are expected to grow slightly slower
through 2028 and will continue to be the main driver of real GDP growth. 5




Lower Near-Term Growth in Business Fixed

Investment

Real Business Fixed Investment

Annual Percent Change
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Business (nonresidential) fixed investment is expected to grow at an historically low
annual rate through our forecast period. 6




Elevated Inflation Remains in Near-Term

Consumer Price Index (CPI)

Annual Percent Change
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HR1 tax cuts, tariffs, and immigration actions remain ongoing sources of inflationary
pressure. Recent job-market weakness may lead to lowering of interest rates and add to
inflationary pressures.




Equity Markets Present Upside

and Downside Risks

S&P 500 Stock Index
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Unemployment Outlook

U.S. and Minnesota Unemployment Rates

Annual Data
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Weak Employment Outlook through the

Forecast

U.S. Total Non-Farm Employment

Annual Percent Change
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The long-term outlook is for limited employment growth. Uncertain future immigration

policies and a weakening labor market add substantial risk to this outlook. 10




Rise in Wages Per Worker to Exceed Inflation

Minnesota Average Wages and Salaries per Employed Worker

Annual Percent Change
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Strong Demand for Labor

Minnesota Unemployed Persons per Job Opening Ratio
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e Through October, MN is averaging 172,000 job vacancies.

e Through December, MN is averaging 110,000 unemployed persons looking
for work.

* 6 job-seekers for every 10 openings
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Low Expected Payroll Growth

Minnesota Total Non-Farm Payroll Employment
Annual Job Growth

2021-2024 Avg
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Temp Jobs and Average Hours Worked

Temporary Help Employment
Year-Over-Year Percent Change
12 month avg through November 2025

Private Workweek
Average Hours Worked
12 month avg through July 2025
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Home Prices, Home Building

Minnesota ranks 15t nationally in
home ownership rate, with 71.0% of
households occupied by the owner Minnesota Home Prices
Purchase-Only Index
(U.S. Census Bureau, 2022 annual . Year-Over-Year % Change
statistics).
15% -
e The traditional, non-distressed median 10% -
sale price of a home in Minnesota is
$350,000 as of November 2025, up
2.9% from one year ago.
e According to the U.S. Census Bureau, 59 -
Minnesota’s total number of authorized
residential building permits in 2025

through October is down 6.7% -15% -
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Twin Cities market: Source: U.S. Federal Housing Finance AgenCy|Ertfa)Year
e The traditional, non-distressed median

sale price is $387,250, up 2.3% from one

year ago.
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New Residential Construction

Housing Starts
Annual Data
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Economic Forecast Risks

Policy Uncertainty: trade and tariffs, immigration
Disruptions from federal agency closures, contract suspensions

Federal shutdown effects, missing and incomplete federal
statistical agency data

Monetary policy path depends on both inflation and labor
market conditions

Equity markets present upside and downside risks

Twenty months until the end of FY 2026-27
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Revenue Forecast

(S in millions)

FY 2026-27 FY 2028-29

Nov. 2025 Forecast Nov. 2025 Forecast
Forecast Change Forecast Change
Individual Income Tax S34,513 S1,515 S35,515 $(221)
General Sales Tax 15,797 (343) 16,462 (664)
Corporate Franchise Tax 6,272 (63) 6,377 (100)
All Other Revenue 9,680 331 9,433 416

Total Revenues $66,262  $1,440  $67,787 $(570)
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Questions?

Minnesota Management and Budget

Economic Analysis Division

Dr. Anthony Becker, State Economist and Division Director
Ms. Amanda Imes, Economist and Manager

Dr. Susan Weerts, Economist

Mr. Lyle Anderson, Economist

Mr. Alex Chase, Economist
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