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A CONVERSATION WITH AB’S US SENIOR ECONOMIST ERIC WINOGRAD
Matt Palazzolo, Senior Portfolio Manager at Bernstein, sat down with AB’s US Senior Economist Eric Winograd 
to get his latest sense of the state of the US economy. He sees the expansion continuing without interruption, 
and the Fed remaining on path to raise rates two more times this year. Populism and protectionism are two risks, 
however, to keep a close eye on. Read on for more. 

MATT PALAZZOLO: Eric, what’s your 
assessment of the current state of the US 
economy?

ERIC WINOGRAD: Structurally, the US 
economy is healthy. We’ve seen nearly 
seven years of solid, if unspectacular, 
growth. It’s appropriate now to think 
of this as an expansion rather than a 
recovery—and a rather long expansion 
at that. In their last meeting, the Fed 
recognized the transition by saying that 
they’re now trying to sustain an expan-
sion, rather than cause an acceleration in 
the rate of growth.

Around that trend, there will still be 
fluctuations—periods when the economy 
grows a little bit faster, and periods when 
it grows a little bit slower. But overall, the 
US economy should continue to grow at a 
measured pace.   

MP: Much has been made in the press 
in recent weeks about the difference 
between “hard” and “soft” data. Can 
you explain the difference and share 
your views on which one is more, or less, 
useful?

EW: This has been a topic of discussion 
among economists and financial-markets 
professionals over the last few months. 
“Soft data” usually involves surveys of 
consumers and businesses, which is an 
attempt to determine sentiment about 
the economy.  “Hard data” is an attempt 
to quantify economic activity—how much 
of a given commodity has been sold, or 
how much industrial activity increased or 
decreased, for example.

Perhaps surprisingly, the soft data tend 
to be more reliable predictors of future 
economic activity than the hard data, 

because quantifying activity across the 
US economy is a challenge due to the size 
of the US and its varied industries.  

As a result, hard data are revised repeat-
edly in the weeks and months subsequent 
to their release. Over time, the revisions 
usually move the hard data to what the 
soft data were indicating at the beginning. 

Currently, strong survey data show a more 
positive read on the US economy. That 
gives us confidence that the economy as 
a whole is doing well. We expect the hard 
data to reflect that eventually (Display 1). 

MP: President Trump has been talking 
a lot about the potential for fiscal policy 
changes, tax reform, and infrastructure 
spending. What’s your gauge on the 
likelihood of such policies getting pushed 
through Congress? And what would the 
potential impact be on the economy?
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Display 1
SURVEY DATA OFTEN LEAD HARD DATA
Purchasing Managers Index and Durable Goods New Orders
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Past performance does not guarantee future results. There is no guarantee that any estimates or forecasts will be realized.
Survey data are represented by the quarterly moving average of the PMI, April 1993–March 2017.
Hard data are represented by the quarterly moving average of the year-over-year change in durable goods new orders, April 1993–February 2017.
Source: Institute for Supply Management, Thomson Reuters Datastream, and AB



EW: My general sense is that a significant 
fiscal policy change this year is unlikely. 
The new administration hasn’t made 
much progress on its legislative agenda 
to date, other than high-level announce-
ments. And even if we do see a tangible 
fiscal proposal at some point, it’s unlikely 
to have an economic impact this year, due 
to the length of time it would take to be 
adopted and implemented.

That said, new fiscal policy could change 
the economic picture quite significantly. 
Fiscal expansion at this point in the cycle 
could be inflationary, which could offset 
the boost to growth it could provide. 

MP: The Fed has been targeting 2% 
inflation over the last couple of years. In 
your opinion, what’s the likelihood that it 
gets there? And what is your base case 
for interest-rate increases in 2017?

EW: We think that the Fed, with help from 
the strong economy, has largely suc-
ceeded in its goal of increasing inflation 
toward its 2% target. The Fed isn’t quite 
there yet, but the odds are in favor of 
getting there by early next year. 

If the economy grows in line with our 
forecast of 2.3% GDP growth in 2017, 
we think the Fed would likely raise rates 
twice more this year and begin to reduce 
its balance sheet around year-end.

MP: What are the key concerns that 
might disrupt your base-case scenario 
and cause the economy to slow down 
meaningfully?

EW: Two risks concern us. The first is 
the rise of populism as a global political 
phenomenon. If manifested in certain 
sorts of fiscal policies, populism could 
lead to higher near-term growth but also 
to higher inflation—something we are 
keeping a close eye on.

Protectionism is the other—and a 
more tangible risk. Given the Trump 
administration’s frustrations in advancing 
its legislative agenda to date, it may use 
trade policy, where the executive branch 
can act more independently, to fulfill 
promises made to the electorate.

It’s uncertain what shape these trade 
policies will take. It could be a series of 
ad hoc tariffs. It could be demands to 
renegotiate free trade agreements. There 
are a whole host of possibilities. We think 
that each of them, if adopted, would likely 
have a negative impact on near-term 
economic growth.

If these risks aren’t realized, however, we 
expect the US economy to continue its 
already long-lived expansion. 

MP: Eric, thanks for your insights. 

MARKET UPDATE
Most markets were up in April. US 
large-cap stocks were up 1.0% in April 
on improving earnings and anticipation of 
potential tax cuts. 

International developed markets were 
up well over 2% in US dollar terms on 
signs of strengthening economic growth 
and a positive response to the French 
elections. Emerging markets were up 
over 2% in US dollar terms in April.

Markets have rallied strongly year-
to-date, with the US up over 7%, and 
international developed markets up 
10%. Emerging markets delivered the 
strongest returns, up nearly 14% 
(Display 2).

Oil prices dipped slightly in April because 
inventories remain high and final details 
of an OPEC agreement to extend produc-
tion limits continue to be negotiated. 

Returns on high-grade bonds were 0.8% 
in April and 1.6% year-to-date, as yields 
have declined since last month. Central 
banks are starting to back away from 
aggressive monetary accommodation, 
and investors are starting to question 
when the Federal Reserve may start to 
reduce their balance sheet.

The US dollar fell more than1% in April 
and is down nearly 4% year-to-date 
against a trade-weighted basket of 
currencies.
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Index Returns in US Dollars

Display 2
INTERNATIONAL DEVELOPED  
PERFORMS BEST IN APRIL

Past performance is not necessarily indicative  
of future results.
US stocks are represented by the S&P 500 Index; 
international developed-market stocks by the  
Morgan Stanley Capital International (MSCI) EAFE 
Index of developed markets in Europe, Australasia, 
and the Far East; emerging-market stocks by the 
MSCI Emerging Markets Index; municipal bonds by 
the Lipper Short/Intermediate Blended Municipal 
Fund Average; taxable bonds by the Bloomberg 
Barclays US Aggregate Bond Index; hedge funds 
by the Hedge Fund Research Inc.’s (HFRI) Fund 
of Funds Composite Index; and real assets by an 
equally weighted blend of the MSCI ACWI Com-
modity Producers Index, FTSE EPRA/NAREIT 
Global Real Estate Index, and Dow Jones–UBS 
Commodity Index. See “Information About MSCI” at 
the end of this report.
*The data are not yet available.
†January–March 2017
Source: Bloomberg Barclays, Dow Jones, FTSE, 
HFRI, Lipper, MSCI, Standard & Poor’s, and AB

Apr
2017

Jan–Apr
2017Stocks

US 1.0% 7.2%

Int’l DevelopedMarkets 2.5 10.0

Emerging Markets 2.2 13.9

Bonds
Municipal 0.5% 1.6%

Taxable 0.8 1.6

Alternatives
Funds of Hedge Funds N/A* 2.3%†

Real Assets (0.1)% 1.1
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Disclosure About Dynamic Asset Allocation
There is no guarantee that the goals of the Dynamic Asset Allocation (DAA) overlay service will be achieved. An account invested in DAA may 
cause the account’s overall exposure to equities, fixed income, real estate investment trusts (REITs), and other asset classes to vary significantly 
from the strategic long-term target allocations agreed upon for the account and may be different from information in this summary. Please read 
Bernstein’s Investment-Management Services and Policies manual and the Prospectus for the DAA overlay portfolios for additional information 
about DAA, including the principal risks of investing in the DAA overlay portfolios.

Information About MSCI
MSCI makes no express or implied warranties or representations, and shall have no liability whatsoever, with respect to any MSCI data contained 
herein. The MSCI data may not be further redistributed or used as a basis for other indexes or any securities or financial products. This report has 
not been approved, reviewed, or produced by MSCI.

Note to All Readers
The information contained herein reflects, as of the date hereof, the views of AllianceBernstein L.P. (or its applicable affiliate providing this publica-
tion) (“AllianceBernstein”) and sources believed by AllianceBernstein to be reliable. No representation or warranty is made concerning the accuracy 
of any data compiled herein. In addition, there can be no guarantee that any projection, forecast, or opinion in these materials will be realized. 
Past performance is neither indicative of, nor a guarantee of, future results. The views expressed herein may change at any time subsequent to the 
date of issue hereof. This material is provided for informational purposes only, and under no circumstances may any information contained herein 
be construed as investment advice. AllianceBernstein does not provide tax, legal, or accounting advice. The information contained herein does 
not take into account your particular investment objectives, financial situation, or needs, and you should, in considering this material, discuss your 
individual circumstances with professionals in those areas before making any decisions. Any information contained herein may not be construed 
as any sales or marketing materials in respect of, or an offer or solicitation for the purchase or sale of, any financial instrument, product, or service 
sponsored or provided by AllianceBernstein L.P. or any affiliate or agent thereof. References to specific securities, if any, are presented solely in the 
context of industry analysis and are not to be considered recommendations by AllianceBernstein. AllianceBernstein and its affiliates may have posi-
tions in, and may effect transactions in, the markets, industry sectors, and companies described herein.

The [A/B] logo is a registered service mark of AllianceBernstein, and AllianceBernstein® is a registered service mark, used by permission of the 
owner, AllianceBernstein L.P. 
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