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Executive summary
A “Roaring ‘20s” macro regime for the US is very much in play. Such 
a regime has become more plausible with growth far exceeding 

expectations over the past year. When we asked whether another Roaring 
‘20s for the US was possible our conclusion was that it hinged on the 
supply side of the economy. That is still true and the case for this outcome 
is at least as strong as it was in 4Q23 based on subsequent developments.

Current US economic performance is consistent with a Roaring ‘20s 

macro regime... Our criteria for this outcome is a decade with GDP 
growth averaging 2.5% or better; inflation of 2-3%; 10-year Treasury yield 
around 4%; and the Federal funds rate at 3–4%. In essence, it requires 
annual nominal GDP growth of 5-6%. Nearly halfway through 2024 and 
the 2020s US economic conditions are still in line with these criteria.

...but this economic strength mostly reflects cyclical factors, not yet 
structurally higher growth. An unexpected increase in immigration that 
significantly boosted labor supply over the past year and a half has lifted 
growth. The growth impulse from fiscal legislation passed two years ago 
was also stronger than expected in 2023. This stimulative effect is likely to 

fade in 2024, while the labor supply boost could also soon dissipate.

A sustained Roaring ‘20s regime hinges on continued positive 
supply side developments. Pandemic supply disruptions are largely over, 
but other supply issues will dominate this decade, whether labor, capital, 
or technological in nature. Over the long term, growth is a function of 

labor and capital inputs, and productivity gains. A Roaring ‘20s requires the 
capital contribution (K) and productivity gains (A) to be nearly comparable 
to their 1990s levels.

Two of the four supply megatrends—capex boom and AI—are most 
relevant for a Roaring ‘20s. A capex boom due to prior underinvestment 

and the need to substitute capital for scarce labor and AI being deployed 
across industries are necessary to drive productivity gains required for a 
Roaring ‘20s, but that outcome is highly uncertain. The green energy 
transition and security and deglobalization megatrends both require 
substantial investment, but they should have a neutral to mildly negative 

productivity impact.

Our “roar score” for capital, labor, and productivity factors is a gauge 
for the Roaring ‘20s likelihood. We map developments in the supply 

megatrends to these three factors and then track capital investment, labor 
supply, AI deployment, business dynamism, and productivity gains to 
determine whether they’re at sufficient levels to support a Roaring ‘20s 
regime. 

Assessment: A Roaring ‘20s regime is marginally more likely than it was 

in 4Q23, but it's still the bull case. The continued strength of the economy, 
including strong household finances in aggregate, accelerated investment in 
AI, surging capex in specific areas, and the availability of risk capital all 
fundamentally support a higher probability of this regime. Productivity growth 
has been elevated, though not likely because of the preceding 

factors. Disinflation progress gives us confidence that sticky inflation will not 
be an impediment to this regime. The probability of this regime is 
getting closer to 50% and no other scenario is clearly more likely.

The regime requires secular growth drivers to take over from cyclical 
drivers. Growth may slow this year due to cyclical moderation before secular 

factors take over, which could happen by 2025. Sustainably higher productivity 
growth due to a capex boom and AI is necessary, but it's more expectation 
than reality so far. 

Policy is a wildcard, but still more likely to be a headwind than a 
tailwind. The fundamental case for a Roaring '20s regime is solid, but policy 

could go in multiple directions that make it either more or less likely. Large 
deficits and debt point to fiscal consolidation that is a growth headwind, but 
there is little political appetite. Monetary policy should become less restrictive 
in the next year, and may even succumb to fiscal dominance, which would be 
positive for growth and inflation. 

Preliminary investment implications: Higher growth should be positive for 
equity returns, but if it appears to be due primary to AI, then the tech sector 
will be the real benefactor. Higher inflation usually increases the correlation 
between stock and bond returns, diminishing portfolio diversification, and 
increasing portfolio volatility. That increases the appeal of alternative asset 

classes.

https://secure.ubs.com/public/api/v2/investment-content/documents/4P-nLOOD_sev3-Rt6LkhpA?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk&Accept-Language=de-CH
https://secure.ubs.com/public/api/v2/investment-content/documents/4P-nLOOD_sev3-Rt6LkhpA?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk&Accept-Language=de-CH
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Economic conditions remain consistent with a Roaring ’20s regime

Attribute
Roaring

'20s
2023 2024 Summary

Real GDP Growth
(y/y)

≥2.5% 2.5% 2.4%
Growth has defied recession calls and 
has stayed very close to ‘Roaring ’20s’ 

target.

CPI Inflation
(y/y)

~3.0% 4.1% 2.9%
Inflation has cooled substantially from 

2023 and on track trend around 
‘Roaring ’20s’ target.

Policy rates 3-4% 5.3%* 4.9%*
Policy rates still restrictive, with more 

easing to come next year.

Long-term rates ~4.0% 3.9%* 3.8%*
Year-end target for longer-term rates 

broadly similar to 2023.

Note: Real GDP growth and inflation measured year-over-year and come from consensus Bloomberg forecasts; “Policy rates” refer to the Federal Funds Target and “Long-term rates” refer to the end-of-year yield 
of the 10-year Treasury derived from UBS forecasts. 
Source: Bloomberg, UBS, as of 17 June 2024

US growth, inflation, and long-term interest rates are at levels consistent with our criteria for a "Roaring 
’20s" economic regime, with high policy rates being the lone exception.
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The economy looks a lot more like the 1990s than the 2010s

 ~6% nominal GDP growth 1.5x fast as last cycle
Quarter-over-quarter (q/q) annualized rate, in %
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I  Headline CPI also running hotter close to 3% Roaring ’20s 
Year-over-year (y/y), in %

Source: Bloomberg, BLS, UBS, as of 17 June 2024
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“Inflation above target” 
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“Inflation below target”

Even with the “soft landing” trajectory crystalizing, the post-pandemic economy looks more like the 
robust expansion seen pre-GFC compared to the post-GFC sluggishness.
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Higher short and longer-term rates are indicative of a new regime

 10-year Treasury yield is trading in a pre-GFC range
in %

Source: Bloomberg, UBS, as of 17 June 2024

 Market is pricing for a sustainably high Fed funds rate  in 
%

Source: Bloomberg, UBS, as of 17 June 2024

The market pricing for the Fed funds rate to be above or near 4% through 2026 should support the 10-
year Treasury in a range around 4% for the foreseeable future. 
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Revisiting mega trends that will affect the supply 
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The supply side of the economy will determine the 2020s regime

Why supply matters and how to evaluate it

• A simple aggregate supply and demand 
framework illustrates how positive and negative supply shifts 
influence the growth rate and inflation.

• Supply chain problems plagued the economy during 
the pandemic. Those have eased, but supply issues are 
expected to keep dominating, whether labor, capital, 
or technology.

• Unlike the subdued recovery in the 2010s, demand 
should be stronger this decade since households are in 
much healthier financial shape. 

• In a long-term growth model supply developments are 
captured by changes in labor and capital inputs, and 
productivity gains.

• Four megatrends are expected to impact supply this decade, 
for good and bad: a capex boom, the green energy 
transition, security and deglobalization, and AI, likely shifting 
the supply curve to the right. 

• We monitor the likelihood of a Roaring-'20s regime by 
analyzing how the megatrends are impacting the supply-side 
factors of the economy.

A positive supply shock is necessary for a Roaring '20s

D’

S’ S’’

Inflation slows

Growth accelerates

Positive supply shift

Source: UBS as of 17 June 2024
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More formally, economic growth models link the supply side to output

Source: UBS, as of 17 June 2024 

2020s output should eclipse the 2007-19 cycle because of 
more capital and technological progress
% contribution to GDP

The basic Solow-Swan growth model states that output (GDP) is a function of capital (K) and labor (L) 
growth multiplied by a productivity (A). While simple, it captures the essential supply elements.

Productivity (Y)

Dynamism / 
Technology (A)

Capital 
(K)

Labor
(L)

X X
Roaring 20s 
Threshold 

Productivity (or Total 
Factor Productivity), 
captures the output 

created that is 
unexplained by capital 
and labor alone. Gains 
from technology are 

captured here.

An economy 
where workers 

have more 
capital should 

have more output 
compared to one 

that doesn’t.

All things equal, 
an economy with 

a larger labor 
force should have 
a higher output.  

?

Rising capex 
should boost 

(K)

Labor (L) 
constant, but 

immigration 
may be a big 
positive.

AI adoption 
should push 

(A) higher 

Source: BLS, UBS, as of 17 June 2024
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GDP data provides a way to track growth model components

...into traditional GDP accounting, focusing on investment
% contribution to GDP

Source: BLS, UBS, as of 10 June 2024 

The Solow-Swan output decomposition can be translated... 
% contribution to GDP
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Source: BEA, UBS, as of 17 June 2024

While growth models provide a theoretical framework, quarterly GDP estimates provide a way to track 
parts of the Roaring ’20s thesis, particularly investment that should lead to more capital (K). 
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Four megatrends will influence capital (K) and productivity (A)

A capex surge, driven by public and private investment, the green energy transition, spending on security 
and deglobalization, and AI are megatrends that will potentially dominate the next decade.

Capex boom : Aging capital stock and tight labor supply will encourage 

companies to spend more after a decade of underinvestment.

Green energy transition : Meeting sustainability targets is a priority for more and 

more countries that requires enormous investment.

Security and deglobalization : A multi-polar world argues for spending to de-risk 

access to critical resources and securing supply chain.

Artificial intelligence (AI) : Deploying AI capabilities across many industries is a 

potentially positive and large supply shock with uncertain productivity and labor 
market impacts.

Focus

Capital 
(K)

Productivity / 
Technology (A)
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Focus on capex boom and AI since they will drive productivity

The megatrends should be net positive for productivity…
Potential long-term contribution to annual productivity growth, in %

Note: Figures are meant to be illustrative only. 

…but with a wide range of potential outcomes by 2030
Productivity growth, y/y in %

Source: CBO, UBS, as of 6 November 2023 

Tepid productivity growth in the 2010s sets a low baseline (~1.25%). The megatrends (capex boom and 
AI) are reasons for it to rise, but the range of outcomes is large and the timing highly uncertain.

AI’s impact could 
be a revolution 

High 
productivity  

scenario 

Forecast 
range 
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Tracking the case for a roaring '20s regime
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Solow-Swan Factor

Rapid AI adoption across the economy

AI investment accelerates and AI enablement starts to transition to AI adoption across industries, 

with tangible productivity gains.

The economy is more dynamic post-pandemic

Economic behavior, such as increased entrepreneurial activity and technological adoption, 

remains supportive of faster productivity growth.

Large investment across the economy

Investment spending is large due to the supply megatrends, lifting growth cyclically and providing 

the foundation for faster productivity growth.

Productivity growth increases, with upside skew

Investment, AI, and dynamism drive productivity growth higher from a low base for the rest of the 

decade, with wide range of outcomes.

Our "Roar Score" maps supply megatrends to A, L, and K factors 

We track capital investment, labor supply, AI deployment, business dynamism, and productivity gains. 
The conviction level is the subjective likelihood of the factor supporting a Roaring ‘20s regime.

Labor force growth surpasses demographic trends

An aging population will lead to a structural decline of labor force growth for several decades, but 

higher immigration provides an offset.

Roar score factors: (conviction as of Nov 2023) High conviction

A

L

Y

K

K A

Low conviction
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CurrentPrior

Conviction

K:   Large investment across the economy, just not yet

• Assessment: Overall private sector investment is soft, but 

there are pockets of strength.  

• Positive: Investment in manufacturing structures and 

AI have clearly surged. The CHIPS and IRA Acts are 

having a measurable effect, while the infrastructure bill 

impact is slower.

• Negative: Fixed investment ex-structures is sluggish, 

especially from smaller firms, aside from policy 

supported areas. Capex intentions are not indicative of 

an imminent boom. 

• Outlook: Investment is still likely to surge during the rest of 
the decade. Infrastructure spending takes a long time to 
ramp up. AI investment looks likely to accelerate. Rate cuts 
should spur further investment, and the conclusion of the 
election also removes uncertainty for some firms.

• Risks: Prolonged restrictive monetary policy or sharp 
economic slowdown can further postpone or cancel capex 
plans.

Investment growth only marginally faster than post-GFC cycle
Private fixed investment, year/year, %

Note: The placement of “K” is illustrative only. 
Source: CBO, UBS, as of 17 June 2024 

Total fixed investment has been mediocre not booming, but segments of the economy are seeing a 
historic investment surge due to the legislative tailwind. The factor outlook is still quite positive. 

L₂₀₀₇₋₂₀₁₉

K₁₉₉₀-₂₀₀₀

K₂₀₂₁+

K₁₉₉₀-₂₀₀₀

K ₂₀₀₇₋₂₀₁₉

K₂₀₂₁+

K
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K:   Large variation in the performance of investment components

Investment still below previous cycle trend 
Non-residential fixed investment, in 2017 $tr

Source: BEA, UBS, as of 17 June 2024 Source: BEA, UBS, as of 17 June 2024 

Overall investment levels are below the trend set during the prior cycle; IP and structures investment 
show a post-pandemic pickup, while equipment spending is flat.

Non-residential fixed income components are a mixed-bag
Non-residential fixed investment, in 2017 $tr

K
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K:   Legislation has been an unparalleled positive for investment

Recent Major 

Legislation 

CHIPS and Science 

Act (CHIPS)

Bipartisan 

Infrastructure 
Legislation (BIL)

Inflation 

Reduction Act 
(IRA)

~$2 trillion 

Clean energy 

investment and 
healthcare cost 

reduction

Accelerate US 

semiconductor 
production and 
STEM workforce

Provide significant 

public investment 
for US infrastructure

~$400 $660* billion 

through 2030 

~$300 billion over 

10 years

~$1.2 trillion ($550 

bn. in new 
spending) over 10 

years 

Three large fiscal packages—The Inflation Reduction Act (IRA), CHIPS and Science Act (CHIPS), and 
Bipartisan Infrastructure Legislation (BIL) —are highly impactful, but not yet transformative.

*Revision made by CBO in 2023 update
Source: CBO, The White House, Bloomberg, UBS, as of 28 May 2024

Legislation Description $ Amount

K
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K:   The IRA impact on investment has already been upsized 

Federal funding embedded in IRA totals ~$400 billion 
$bn

Source: CBO, UBS, as of 17 June 2024 

New clean energy projects announced since IRA passage
$bn 

Source: E2, UBS, as of 17 June 2024 

On its first anniversary, the IRA has led to nearly $132 billion in new investment and over 270 new clean 
energy projects nationwide.
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K
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K:   Manufacturing investment spiked because of the CHIPS Act

CHIPS Act Breakdown 
Sub-title

11

31

6

2

0
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40

50

Legacy Chip
prodution

Loans and
guarantees

Other domestic
chip production

Semiconductor R&D

Source: The White House, UBS, as of 17 June 2024 

Manufacturing Construction for electronics surged after IRA 
Rebased 12/31/2019=100

Source: BEA, UBS, as of 17 June 2024 

Nearly $139 billion of additional investment aimed at boosting domestic manufacturing of 
semiconductor chips has been announced since the passage of the CHIPS act in 2022.

K
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K:   Infrastructure has picked up, but much more to go 

Much of BIL still unspent and unawarded 
$bn. 

Source: Brookings Institute, UBS, as of 17 June 2024 

Public construction on water, power, and transportation surged 
Rebased 12/2019=100 

Source: BEA, UBS, as of 17 June 2024 

The Bipartisan Infrastructure Law (BIL) authorizes >$1 trillion in transportation and infrastructure 
spending with half going into “new” investment and projects. Nearly $500bn still yet to be spent. 

Biden signs BIL 
into law 

Private

Public

Much of BIL still unspent and unawarded 
$bn

$590bn

$98bn

$58bn

$50bn

$28bn

$15bn

K
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K:   AI investment is already large and may be a huge tailwind

Mega caps announce aggressive capex plans for data centers 
Billions 
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Source: Goldman Sachs Global Investment Research, UBS, as of 28 May 2024 

AI is one of the fastest growing segments in global tech and investment is expected to total around $200 
billion by 2025 and peak at around 2% of GDP in the early 2030s.

AI-related investment to peak at >2% GDP 
% GDP 

48%
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Hardware: Model training Hardware: User queries Software

Note: Capex data from Microsoft, Meta, and Google
Source: Bloomberg, UBS, as of 28 May 2024

K
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K:   Large firms plan to invest, but higher rates limit small firms

Larger firms plan for more capex, small firms not so much
Capex intentions within 6 months, %

Note: “Smaller firms” reading taken from NFIB survey; “Larger firm” reading taken from ISM

Manufacturing PMI report

Source: NFIB, ISM, UBS, as of 17 June 2024

Source: NFIB, UBS, as of 17 June 2024

Large tech-firms are leading the capex cycle, while small firms are dealing with high borrowing costs and 
economic uncertainty, both deterrents to investment.

Cost of financing investment for small firms is challenging
NFIB Actual Interest rate on short-term loans, %

K
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K:   More investment is necessary, a likely positive for productivity

US firms using the oldest capital stock on record 
Average age of private fixed assets, years

Note: Calculation is a current-cost average age of private fixed assets  
Source: BEA, UBS, as of 17 June 2024 

Workers are more productive with higher capital intensity 
Capital intensity & labor productivity 

Note: Capital intensity is defined as the ratio of total capital stock over total hours worked. Labor 
productivity is defined as ratio of GDP over total hours worked. Bubble size corresponds to population.
Source: Bergeaud, A., Cette, G. and Lecat, R. (2016), UBS, as of 6 November 2016 

Despite academic research saying that productivity is linked to capital intensity, US workers now using 
the oldest capital stock on record, adding to the pressure to invest
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Current

L:    Labor force growth overcomes demographic trends, for now

• Current Assessment: An immigration surge is forecasted to 

add ~5 million more workers to the labor force by 2030 

according to the CBO. 

• Positive: The historically tight labor market has been 

supported by a surprise influx of millions of immigrants 

into the labor force.

• Negative: Demographics are working against the US 

with a historically low birth rate that continues to 

decline, while an increasing percentage of Americans 

say immigration is their top issue, limiting broader 

absorption in the labor market.

• Outlook: Labor’s input to growth models should pick up 
slightly from 0.5% annual pace from 2007-2019, elevating 
total output, but the impact is modest and there's a high 
risk it won't happen (L₁₉₉₀-₂₀₀₀>L₂₀₂₁+>L₂₀₀₇₋₂₀₁₉).

• Risks: A new administration could bring additional 
regulation and restrictions for migrant workers and further 
restrict immigration flow.

Downward labor force growth reversing trend thanks to immigration
y/y, 10Y mov. Avg., %

Note: The placement of “L” is illustrative only. 
Source: CBO, UBS, as of 17 June 2024 

A tailwind from an unexpected immigration surge has helped rebalance the labor market and boost 
growth. But unless that continues, demographics imply only modest growth in the labor force. 

L

L₁₉₉₀-₂₀₀₀

L₂₀₀₇₋₂₀₁₉

L₂₀₂₁+

Prior

Conviction
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L:    The immigration surge has boosted labor force prospects

A surge in immigration could add 5 million workers by 2030
in mil.

Source: CBO, UBS estimates, as of 17 June 2024 

Labor market participation rate is higher for immigrants  
%

Source: BLS, UBS, as of 17 June 2024 

The growth benefit of an immigration surge is that it supplies more workers in a tight labor market, 
lifting US potential output, while also cooling wage growth.

L
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L:    Immigration is politically problematic, so the surge may stall

Birth rates plumet to an all-time low
US birth rate, % 

Source: CDC, UBS estimates, as of 17 June 2024 

Increasing number of Americans say immigration is top issue
Most important problem in America, % respondents

Source: Gallup, UBS, as of 17 June 2024 

A historically low birthrate provides a case for higher immigration flows in the US to support labor force 
growth, but increasing hostility to immigrants may be a limiting factor.
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CurrentPrior

Conviction

AI investment advancing very quickly, but impact still uncertain

• Current Assessment: Firms are embracing AI, leading to 

billions of deployed investment and increasing adoption 

plans.

• Positive: Investment in AI growing at a very fast pace, 

aided by a public push for more high-tech 

manufacturing in the US.

• Negative: Adoption has been unequal and still quite 

limited so far, with academics outlining a large range 

of outcomes.

• Outlook: AI investment and adoption should continue to 
accelerate. But while the productivity impact should be 
positive, it's also highly uncertain when the benefit will occur 
and by how much.

• Risks: Tight monetary policy or sharp equity market 
correction may limit investment. Implementation of AI-
related regulation may be another big headwind.

Firms increasingly telling investors that AI is on their minds
AI mentions on S&P earnings calls, #

Source: Factset, UBS, as of 17 June 2024 

AI optimism has captured the budgets of many firms already, especially large tech companies must invest 
to even have a chance to compete; productivity gains from adoption still in early days.
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K/A AI adoption benefits currently limited but may accelerate

Already, firms see benefits from AI Adoption
% of respondents

Note: Revenue increase measured as Minor (<=5%), Some (6-10%), and Major (>10%). Cost
decreases measured as Minor (<=10%), Some (10-19%), and Major (>20%). 
Source: McKinsey, UBS, as of 28 May 2024

Adoption Intensity by sector
% of workers 

Note: Respondents were asked if they used the following technologies: Automated Guided Vehicles, 
Machine Learning, Machine Vision, Natural Language Processing, or Voice Automation. “High” refers 
to : more than 25% of production or service, “Medium” captures 5%-25% and “Low” refers to 
usage less than 5%.   
Source: “AI Adoption in America: Who, What, and Where” (McElheran et al.) UBS, as of 6 November
2023 

AI adoption is still slow and unequal, with manufacturing sector seeing the largest beneficial effects from 
AI adoption; the upside is that there is a lot of scope for gains. 
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K/A AI is more likely to boost labor productivity, not displace labor

Range of AI adoption on growth is wide but positive 
Effect of AI Adoption on annual firm productivity growth, %

Source: Goldman Sachs Investment Research, UBS, as of 13 June 2024 

Inaccuracy is the biggest risk of AI according to surveyed firms
% of respondents

Source: McKinsey, UBS, as of 13 June 2024 
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AI adoption still in the early days and the range of positive impact is still wide; more than half of early 
adopters say inaccuracy is the largest issue, preventing broader adoption 

K A
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CurrentPrior

Conviction

A:   The economy appears to be more dynamic post-pandemic

• Current Assessment: Entrepreneurial activity is structurally 

higher post-pandemic, upending decades of declining firm 

dynamism.

• Positive: New business formations are 50% higher 

versus pre-pandemic. More firms are entering and 

exiting industries, which should make them more 

dynamic.

• Negative: High borrowing costs are a bigger drag 

for small firms and new businesses compared to large 

established companies. 

• Outlook: Entrepreneurship should remain high, as 
technology has lowered the cost of starting and scaling a 
new business. Rate cuts will help financing costs, and risk 
capital is abundantly available.

• Risks: Prolonged high rates combined with financial stress 
for households in lower income/wealth quintiles is a 
headwind to entrepreneurial activity. AI may benefit larger 
firms the most, making it harder for start-ups to compete.

Rising Total Factor Productivity shows a more productive economy
contribution to GDP, %

Source: Bloomberg Economics, UBS, as of 17 June 2024 

The post-pandemic entrepreneurship boom looks sticky, reversing decades of declining firm dynamism in 
the US.

A

A₁₉₉₀-₂₀₀₀

A₂₀₀₇₋₂₀₁₉

A₂₀₂₁+
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A:   The entrepreneurial surge shows no signs of slowing

Firm dynamism – entry/exit of the market – declining for decades 
Firm entry and exit rate, %

Source: BLS, UBS, as of 13 June 2024 

Entrepreneurial activity on a higher structural level 
New business formation, in thousands

Source: BLS, UBS, as of 13 June 2024 

New business formation remains structurally higher than pre-pandemic, while firm dynamism has picked 
up - both indications of increased business dynamism. 

+50%

A
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Y:   Productivity is rising, but likely not yet due to K or A factors

Productivity has been trending higher since pre-pandemic 
y/y, 5Y mov. avg., for labor productivity

Source: BLS, UBS, as of 13 June 2024 Source: BLS, UBS, as of 13 June 2024 

Productivity growth has been trending higher for the past decade, without the benefits yet of the capex 
surge or AI adoption; companies are getting more output from workers in a tight labor market.

Productivity tends to increase when labor market tightens 
Unemployment rate & productivity growth since 1950
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‘Roar Score’ assessment: A little bit louder now 

Based on our assessment of the Roar Score factors, we are marginally more confident in the ‘Roaring
’20s’ regime occurring, but it remains more unlikely than likely and thus the bull case scenario.

Factor
Confidence

then
Confidence

now
Summary Risks

Capital
(K)

While aggregate investment does not 
show strong evidence of a pickup, 
pockets of the economy already 

benefitting from a historic surge in 
investment

A new administration may roll back 
parts of the IRA and/or BIL. Tight 
monetary policy may limit further 

capex.

Labor
(L)

More evidence of labor market 
dynamism and a greater supply of 

workers than previously estimated.

Concerns on immigration from the 
American public may translate into 

restrictive legislation.

Dynamism / 
Technology 

(A)

Productivity has trended higher since 
the pandemic thanks to a very tight 

labor market. Effects of AI and capital 
investment yet to be fully absorbed. 

Unexpected economic slowdown 
results in much higher labor market 

slack and less productivity pressure. AI 
regulation limits broader adoption. 

Productivity / 
Output

(Y)

Productivity modestly higher in part 
thanks to better firm dynamism. AI 
investment strong, but effects still 

tenuous.

Deep contraction in economic activity 
limits further investment. Renewed 

concern over government deficits leads 
to austerity.

+

+



The policy impact

Section 4
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Reminder: Policy impacts demand, but could alter supply as well

Policy works primarily through aggregate demand

• Fiscal policy directly influences aggregate demand via 
spending and tax policies, and indirectly impacts supply with 
tax incentives, regulatory changes, and trade restrictions, 
among other tools.

• Over the past few years fiscal policy has been very 
expansionary, increasing demand through multiple legislative 
polices, including the CHIPS, IRA, and Infrastructure Acts. This 
has contributed to large deficits, though they are not 
the main cause of them.

• Monetary policy mostly impacts aggregate demand, 
minimally affecting supply. It has been restrictive for the past 
year, but it is uncertain just how tight monetary policy is 
because the economy has been largely impervious to Fed rate 
hikes thus far.

• Fiscal and monetary policy can work in conjunction to support 
or constrain demand, but often have opposing effects (e.g., 
loose fiscal policy is matched by tight monetary policy).

• Combined policy has arguably been a supportive of demand 
over the past nine months because the fiscal impulse is bigger 
than expected and the Fed pivot to a rate cutting bias greatly 
eased financial conditions. 

Policy could shift the demand curve in or out

Growth rate 

Aggregate 
supply curve 

Aggregate 
demand curve 

Inflation  

Positive 
demand 
shock 

Negative 
demand 
shock 

Source: UBS as of 17 June 2024
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A wide range of policy scenarios, and not easy to forecast 

Considerations for policy direction, a political decision

Where we are: 

– Fiscal policy is very loose, with an expected deficit-to-GDP of ~5.5%in 2024 and the 
CBO forecasts deficits over 5% for the next decade. 

– Monetary policy is currently restrictive, but the Fed has an easing bias and policy 

should start moving toward neutral later this year; the Fed is comfortable with 
inflation gradually declining to 2%. 

– This policy combination has resulted in growth that has remained resilient, while 
inflation has come down gradually. 

Market expectation: 

– Limited fiscal consolidation in the next two years regardless of the election outcome, 

given lack of political appetite. 

– Early in 2025, Congress must raise the debt ceiling and before the end of next year 
the 2017 tax cuts that are set to expire at the start of 2026 must be addressed, 

otherwise the fiscal contraction is large. 

– A Fed that gradually gets to a neutral policy stance; the Fed forecasts a funds rate of 
3.125% by December 2026, market pricing is for ~3.65%.

– Expect lower growth and inflation; fiscal contraction should lower growth and 
inflation; lower rates likely not sufficient to counter the fiscal drag. 

Roaring ‘20s:

– Little political appetite in either party for significant deficit reduction, while other 
considerations (security, energy transition, populism) create spending needs. 

– High interest costs and lack of political will to reduce the deficit could lead to fiscal 
dominance of monetary policy; the latter is constrained from fighting inflation 
because rates need to be low (i.e., nominal interest rate < nominal GDP).  

– Bias is to run a hot economy, with higher growth and inflation versus expectations.

Policy is a wildcard since it's contingent on politics and the upcoming election. Unless monetary policy is 
fiscally dominated, fiscal policy likely to be a headwind for a Roaring '20s due to already-high deficits. 

Growth 
Inflation

Growth 
Inflation 

Growth 
Inflation

Growth 
Inflation

We are here

Monetary 
policy 

Tighter

Looser

Tighter Looser
Fiscal 
policy 

Roaring '20s?

Note: Figure is illustrative only. 
Source: UBS, as of 17 June 2024

Market 
expectation
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Deficits set to remain wide for the foreseeable future… 

The budget deficit is disconnected from fundamentals
%

Source: BLS, CBO, Bloomberg, UBS, as of 17 June 2024 Source: CBO, Bloomberg, UBS, as of 17 June 2024
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The deficit is 6% of GDP in 2023 despite near record-low unemployment, implying public finances are 
structurally imbalanced.

Hard-to-reform mandatory spending pushing deficits higher 
CBO projections, % GDP
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…putting pressure on the Fed to put a ceiling on rates

The federal interest burden will rise quickly at current rates
%

Source: CBO, Federal Reserve, UBS as of 17 June 2024 Source: Brookings Instituter, UBS as of 17 June 2024

The rising cost of interest payments on fiscal policy and attempts to reduce spending are potential drags 
on the economy, which may lead the Fed to lower rates and tolerate inflation modestly above 2%

Fiscal steps in if recession occurs, slightly negative otherwise
Contribution of fiscal policy on real GDP growth, in %



Investment considerations: Look to the 1990s

Section 5
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1990s continue to be the best template for a Roaring '20s regime

Source: Bloomberg, UBS, as of 17 June 2024

…matching a very similar nominal GDP pace
1Y mov. avg. y/y in %

Source: BEA, UBS, as of 17 June 2024

‘94 pause 
before cut 

The current Fed hiking cycle is similar to the '94 cycle, which resulted in a soft landing. A technology-
driven productivity boom followed that led to high growth and disinflation - it could happen again.

Current rate level looks like the 1990s…
Federal funds rate, in %

1990-2000 
average

2022

1994
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What could a Roaring '20s mean for investing? Updated thoughts

The current level of rates is likely to 

persist in a Roaring '20s regime, 

though with the fed funds rate 

down to levels closer to current fed 

funds futures pricing.

Higher rates for longer 

Higher nominal growth should be 

positive for equity returns overall. But if 

it appears to be due primary to AI, then 

the tech sector will likely be the biggest 

winner, as in the 1990s.

Positive for equities, biased to tech

Higher inflation usually increases the 

correlation between stock and bond 

returns, diminishing portfolio 

diversification, and increasing 

portfolio volatility

Changing stock-bond correlation

A higher stock-bond correlation will 

make multi-asset portfolios more 

volatile, a consequence 

compounded by higher inflation 

volatility.

Higher portfolio volatility

Given increased correlation between 

stocks and bonds, the case is 

stronger for adding alternatives to 

standard 60/40 portfolios, going 

instead with 40/30/30.

Strong case for alternatives

A Roaring '20s regime is primarily a 

US story, with modest versions in 

other developed economies. While 

US equities are relatively expensive, 

this regime could support ongoing 

outperformance.

Continued US outperformance

There will be specific asset class and individual security leaders in a Roaring '20s regime, but those are 
TBD. For overall asset allocation, some implications seem likely, or at least must be considered.   



Appendix

Section 6
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Appendix

Statement of risk
1. Equity markets are difficult to forecast because of fluctuations in the economy, investor psychology, geopolitical conditions, and other important variables. 
2. Bond market returns are difficult to forecast because of fluctuations in the economy, investor psychology, geopolitical conditions and other important variables. 

Corporate bonds are subject to a number of risks, including credit risk, interest rate risk, liquidity risk, and event risk. Though historical default rates are low on 
investment grade corporate bonds, perceived adverse changes in the credit quality of an issuer may negatively affect the market value of securities. As interest 
rates rise, the value of a fixed coupon security will likely decline. Bonds are subject to market value fluctuations, given changes in the level of risk-free interest 
rates. Not all bonds can be sold quickly or easily on the open market. Prospective investors should consult their tax advisors concerning the federal, state, local, 
and non-U.S. tax consequences of owning any securities referenced in this report. 

3. Prospective investors should consult their tax advisors concerning the federal, state, local, and non-U.S. tax consequences of owning preferred stocks. Preferred 
stocks are subject to market value fluctuations, given changes in the level of interest rates. For example, if interest rates rise, the value of these securities could 
decline. If preferred stocks are sold prior to maturity, price and yield may vary. Adverse changes in the credit quality of the issuer may negatively affect the market 
value of the securities. Most preferred securities may be redeemed at par after five years. If this occurs, holders of the securities may be faced with a reinvestment 
decision at lower future rates. Preferred stocks are also subject to other risks, including illiquidity and certain special redemption provisions. 

4. Although historical default rates are very low, all municipal bonds carry credit risk, with the degree of risk largely following the particular bond’s sector. 
Additionally, all municipal bonds feature valuation, return, and liquidity risk. Valuation tends to follow internal and external factors, including the level of interest 
rates, bond ratings, supply factors, and media reporting. These can be difficult or impossible to project accurately. Also, most municipal bonds are callable and/or 

subject to earlier than expected redemption, which can reduce an investor’s total return. Because of the large number of municipal issuers and credit structures, 
not all bonds can be easily or quickly sold on the open market. 
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Appendix

Emerging Market Investments
Investors should be aware that Emerging Market assets are subject to, amongst others, potential risks linked to currency volatility, abrupt changes in the cost of capital and the 

economic growth outlook, as well as regulatory and socio-political risk, interest rate risk and higher credit risk. Assets can sometimes be very illiquid and liquidity conditions can abruptly 
worsen. WMR generally recommends only those securities it believes have been registered under Federal U.S. registration rules (Section 12 of the Securities Exchange Act of 1934) and 
individual State registration rules (commonly known as "Blue Sky" laws). Prospective investors should be aware that to the extent permitted under US law, WMR may from time to time 

recommend bonds that are not registered under US or State securities laws. These bonds may be issued in jurisdictions where the level of required disclosures to be made by issuers is 
not as frequent or complete as that required by US laws. 

For more background on emerging markets generally, see the WMR Education Notes "Investing in Emerging Markets (Part 1): Equities", 27 August 2007, "Emerging Market Bonds: 
Understanding Emerging Market Bonds," 12 August 2009 and "Emerging Markets Bonds: Understanding Sovereign Risk," 17 December 2009. 

Investors interested in holding bonds for a longer period are advised to select the bonds of those sovereigns with the highest credit ratings (in the investment grade band). Such an 
approach should decrease the risk that an investor could end up holding bonds on which the sovereign has defaulted. Sub-investment grade bonds are recommended only for clients 

with a higher risk tolerance and who seek to hold higher yielding bonds for shorter periods only.

Non-Traditional Assets
Non-traditional asset classes are alternative investments that include hedge funds, private equity, real estate, and managed futures (collectively, alternative investments). Interests of 

alternative investment funds are sold only to qualified investors, and only by means of offering documents that include information about the risks, performance and expenses of 
alternative investment funds, and which clients are urged to read carefully before subscribing and retain. An investment in an alternative investment fund is speculative and involves 

significant risks. Specifically, these investments (1) are not mutual funds and are not subject to the same regulatory requirements as mutual funds; (2) may have performance that is 
volatile, and investors may lose all or a substantial amount of their investment; (3) may engage in leverage and other speculative investment practices that may increase the risk of 

investment loss; (4) are long-term, illiquid investments, there is generally no secondary market for the interests of a fund, and none is expected to develop; (5) interests of alternative 
investment funds typically will be illiquid and subject to restrictions on transfer; (6) may not be required to provide periodic pricing or valuation information to investors; (7) generally 

involve complex tax strategies and there may be delays in distributing tax information to investors; (8) are subject to high fees, including management fees and other fees and expenses, 
all of which will reduce profits.
Interests in alternative investment funds are not deposits or obligations of, or guaranteed or endorsed by, any bank or other insured depository institution, and are not federally insured 

by the Federal Deposit Insurance Corporation, the Federal Reserve Board, or any other governmental agency. Prospective investors should understand these risks and have the financial 
ability and willingness to accept them for an extended period of time before making an investment in an alternative investment fund and should consider an alternative investment fund 

as a supplement to an overall investment program.
In addition to the risks that apply to alternative investments generally, the following are additional risks related to an investment in these strategies:

• Hedge Fund Risk: There are risks specifically associated with investing in hedge funds, which may include risks associated wi th investing in short sales, options, small-cap stocks, 
"junk bonds," derivatives, distressed securities, non-U.S. securities and illiquid investments.

• Managed Futures: There are risks specifically associated with investing in managed futures programs. For example, not all managers focus on all strategies at all times, and managed 
futures strategies may have material directional elements.

• Real Estate: There are risks specifically associated with investing in real estate products and real estate investment trusts. They involve risks associated with debt, adverse changes in 

general economic or local market conditions, changes in governmental, tax, real estate and zoning laws or regulations, risks associated with capital calls and, for some real estate 
products, the risks associated with the ability to qualify for favorable treatment under the federal tax laws.

• Private Equity: There are risks specifically associated with investing in private equity. Capital calls can be made on short notice, and the failure to meet capital calls can result in 
significant adverse consequences including, but not limited to, a total loss of investment.

• Foreign Exchange/Currency Risk: Investors in securities of issuers located outside of the United States should be aware that even for securities denominated in U.S. dollars, changes 
in the exchange rate between the U.S. dollar and the issuer’s "home" currency can have unexpected effects on the market value  and liquidity of those securities. Those securities 

may also be affected by other risks (such as political, economic or regulatory changes) that may not be readily known to a U.S. investor.
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Risk information

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by FINMA in Switzerland) 
or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes former Credit Suisse AG, its subsidiaries, branches and affiliates. Additional disclaimer relevant to Credit 
Suisse Wealth Management follows at the end of this section.
The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment research.

Generic investment research – Risk information:
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other specific product. The analysis contained 
herein does not constitute a personal recommendation or take into account the particular investment objectives, investment strategies, financial situation and needs of any specific recipient. 
It is based on numerous assumptions. Different assumptions could result in materially different results. Certain services and products are subject to legal restrictions and cannot be offered 
worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this document were obtained from sources believed to be 
reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating to UBS). All information and 
opinions as well as any forecasts, estimates and market prices indicated are current as of the date of this report, and are subject to change without notice. Opinions expressed herein may 
differ or be contrary to those expressed by other business areas or divisions of UBS as a result of using different assumptions and/or criteria.

In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following purposes (i) 
valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or (iii) to measure the performance of 
any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of defining the asset allocation of portfolio or of computing 
performance fees. By receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this document or otherwise rely on any of the 
information for any of the above purposes. UBS and any of its directors or employees may be entitled at any time to hold long or short positions in investment instruments referred to herein, 
carry out transactions involving relevant investment instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, either to/for the 
issuer, the investment instrument itself or to/for any company commercially or financially affiliated to such issuers. At any time, investment decisions (including whether to buy, sell or hold 
securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in UBS research publications. Some investments may not be readily realizable since the 
market in the securities is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on information barriers to 
control the flow of information contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor 
as there is a substantial risk of loss, and losses in excess of an initial investment may occur. Past performance of an investment is no guarantee for its future performance. Additional 
information will be made available upon request. Some investments may be subject to sudden and large falls in value and on realization you may receive back less than you invested or may 
be required to pay more. Changes in foreign exchange rates may have an adverse effect on the price, value or income of an investment. The analyst(s) responsible for the preparation of this 
report may interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information.

Different areas, groups, and personnel within UBS Group may produce and distribute separate research products independently of each other. For example, research publications 
from CIO are produced by UBS Global Wealth Management. UBS Global Research is produced by UBS Investment Bank. Research methodologies and rating systems of each separate 
research organization may differ, for example, in terms of investment recommendations, investment horizon, model assumptions, and valuation methods. As a consequence, except for 
certain economic forecasts (for which UBS CIO and UBS Global Research may collaborate), investment recommendations, ratings, price targets, and valuations provided by each of the 
separate research organizations may be different, or inconsistent. You should refer to each relevant research product for the details as to their methodologies and rating system. Not all 
clients may have access to all products from every organization. Each research product is subject to the policies and procedures of the organization that produces it. 
The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst 
compensation is not based on investment banking, sales and trading or principal trading revenues, however, compensation may relate to the revenues of UBS Group as a whole, of which 
investment banking, sales and trading and principal trading are a part.

Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and makes no representations as to the tax 
treatment of assets or the investment returns thereon both in general or with reference to specific client's circumstances and needs. We are of necessity unable to take into account the 
particular investment objectives, financial situation and needs of our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) 
of investing in any of the products mentioned herein.



46

Risk information

This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly prohibits the distribution and transfer of this 
material to third parties for any reason. UBS accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material. This report is 
for distribution only under such circumstances as may be permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains independence of its 
investment views and publication offering, and research and rating methodologies, please visit www.ubs.com/research-methodology. Additional information on the relevant authors of this 
publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are available upon request from your client advisor.

Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate environmental, social and governance (ESG) factors into 
investment process and portfolio construction. Strategies across geographies approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable 
Investing considerations may inhibit UBS’s ability to participate in or to advise on certain investment opportunities that otherwise would be consistent with the Client’s investment objectives. 
The returns on a portfolio incorporating ESG factors or Sustainable Investing considerations may be lower or higher than portfolios where ESG factors, exclusions, or other sustainability issues 
are not considered by UBS, and the investment opportunities available to such portfolios may differ.
 
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager or an External Financial Consultant, UBS expressly 
prohibits that it is redistributed by the External Asset Manager or the External Financial Consultant and is made available to their clients and/or third parties.

USA: Distributed to US persons only by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil 
Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS SuMi TRUST Wealth Management Co., Ltd., UBS Wealth Management Israel Ltd and UBS Menkul 
Degerler AS are affiliates of UBS AG. UBS Financial Services Inc. accepts responsibility for the content of a report prepared by a non-US affiliate when it distributes reports to 
US persons. All transactions by a US person in the securities mentioned in this report should be effected through a US-registered broker dealer affiliated with UBS, and not 
through a non-US affiliate. The contents of this report have not been and will not be approved by any securities or investment authority in the United States or elsewhere. 
UBS Financial Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section 15B of the Securities Exchange Act 
(the "Municipal Advisor Rule") and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of the Municipal 
Advisor Rule.

For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer.

Additional Disclaimer relevant to Credit Suisse Wealth Management
You receive this document in your capacity as a client of Credit Suisse Wealth Management. Your personal data will be processed in accordance with the Credit Suisse privacy statement 
accessible at your domicile through the official Credit Suisse website https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services, 
UBS Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you notify us that you no longer wish to receive them. You 
can optout from receiving these materials at any time by informing your Relationship Manager.

Except as otherwise specified herein and/or depending on the local Credit Suisse entity from which you are receiving this report, this report is distributed by UBS Switzerland AG, authorised 
and regulated by the Swiss Financial Market Supervisory Authority (FINMA).
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