
The Tax Cuts and Jobs Act (TCJA) capped state and local tax (SALT) deductions n

against federal income taxes, effectively raising state and local (S&L) taxes and 
increasing incentives for high-income households to relocate to low-tax states.  
More recently, two proposed policy changes—a lifting of the cap on SALT 
deductions, and state income tax increases on high earners—have revived 
questions about whether S&L tax increases induce migration from high- to 
low-tax states, and how such moves might affect S&L budgets. 

The incentives to migrate for tax reasons can be quite large—for example, the n

TCJA’s cap on S&L tax deductions effectively raised total taxes on top earners in 
California and New York by over 4pp, to as much as 12pp more than they would 
pay in states without income taxes.  Consistent with prior academic studies, we 
find small increases in population outflows from high-tax to low-tax states after 
the SALT deduction cap went into effect. 

Of course, tax-based migration incentives were largest for high-earning n

households, and IRS tax filings by income levels suggest that around 1.5% of 
households earning over $1M moved to low-tax states after the SALT deduction 
cap was introduced, relative to the prior trend. Furthermore, trends in New York 
resident and non-resident tax filings suggest that over 5% of households earning 
over $10M per year left the state due to the SALT deduction cap. 

We estimate that the SALT deduction cap lowered tax revenues in high-tax n

states by up to 1% due to tax revenue declines from emigration.  Although 
revenue increases in lower-tax states that experienced more in-migration partially 
offset these declines, we estimate that aggregate S&L tax revenues declined by 
just under 0.5% due to the SALT deduction cap. 

Looking ahead, our baseline assumption is that Congress will raise the cap on n

SALT deductions to $50k, which should slow but not reverse the recent 
tax-driven migration.  However, tax hikes on high-income households like the one 
that recently passed in New York will likely increase emigration from high-tax 
areas. After modeling the New York tax change, we estimate that the loss from 
emigration will offset about 30% of the revenue increase from higher taxes, 
although the post-pandemic uncertainty is large and skewed to the higher side. 
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No Taxation Without Emigration 
 
 

The Tax Cuts and Jobs Act (TCJA) capped state and local tax (SALT) deductions against 
federal income taxes at $10k through 2025, effectively raising state and local (S&L) 
taxes and increasing incentives for high-income households to relocate to low-tax 
states.  More recently, two proposed policy changes—a lifting of the cap on SALT 
deductions, and state income tax increases on high earners—have revived questions 
about whether S&L tax increases induce migration from high- to low-tax states, and 
how such moves might affect S&L budgets.  We examine both of these questions in 
this week’s US Economics Analyst. 

Benchmarking Emigration Incentives and Responses 
To first highlight how the TCJA changed interstate migration incentives, Exhibit 1 plots 
the percent of pre-tax income that a married couple jointly filing in high-tax locations like 
New York City (left chart) and California (right chart) would save in federal income taxes 
by moving to states without S&L income taxes and low property taxes if SALT 
deductions are uncapped (pre-2018 law, dark blue bars) and limited to $10k (current law, 
light blue bars).  

Although emigration incentives increased for households making over $100k, emigration 
incentives increased by much more for higher-income households.1  For example, the 
potential savings for households earning $500k/year increased by 3pp of pre-tax income 
in both California and New York, and by over 4pp for households making over $10M/year. 
These estimates are actually conservative since they do not factor in S&L taxes besides 
income and property taxes, but they illustrate that SALT deduction cap significantly 
increased the financial incentives to leave high-tax states. 

 

1 Tax incentives for households with incomes below this level were unchanged because most households 
take the standard deduction.

 

Exhibit 1: Caps on SALT Deductions Effectively Lowered Income in High-Tax States 
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Of course, very few households rank the effective tax rate as the primary consideration 
when choosing where to live, and moving to a new state typically entails significant 
financial, social, and time costs.  Furthermore, very few households—particularly those 
in high-tax cities—could relocate freely without taking a cut in pre-tax income. How 
much increases in effective tax rates increase interstate migration and the implications 
for S&L budgets is therefore an empirical question that must be evaluated using 
historical data. 

To help benchmark the typical migration response to tax changes, we first review the 
academic literature (Exhibit 2). Most studies focus on high-income households because 
lower-and middle-income households are less responsive to tax changes, and estimates 
of migration responses to tax changes vary substantially across studies. However, most 
find that tax increases encourage emigration, and the median study suggests a 2% 
decline in the number of top-income earners after a 1pp relative increase in a region’s 
tax rate. Based on estimates from prior episodes and before Congress passed the TCJA 
in 2017, we guessed2 that the SALT deduction caps could eventually lower the number 
of top-income earners in high-tax states by 2-4%. 

 

There are several caveats to bear in mind when forecasting the migration responses to 
tax increases based on academic studies.  First, most studies focus on a very specific 
sample, so the effects of tax changes on migration of the general population are 
uncertain. Relatedly, effects are context specific and depend heavily on the exact policy 

2 Struyven, Daan, “Losing My Deduction”, US Economic Analyst, November 24, 2017

 

Exhibit 2: Academic Studies Suggest That Increases in Tax Differentials Across States Encourage Emigration 

Study Method Studied Group Sample Period Impact of a 1pp increase in the effective
S&L tax rate (%)

Moretti and Wilson (2017) Relates the cross-state mobility of the most productive 
scientists to personal state tax differentials 

Top 1%  of 
scientists in the 
US

1997–2010 4% decline in the stock of top scientists after 10 
years due to migration

Akcigit et al. (2018)
Analyzes the effect of state-level corporate and personal 
tax rate changes on the cross-state migration of 
inventors

Inventors in the 
U.S. 20th century

0.34% decline in the stock of inventors 
(0.10–0.15% decline in the stock of inventors from 
the state; 1.0–1.5% decline in the stock of inventors 
from out of state)

Agrawal and Foremny 
(2019)

Uses variation in Spanish regional tax rates to estimate 
the effect of higher taxes on high earners' choice of 
residency

High earners in 
Spain 2005–2014

A 1% increase in the net-of-tax rate for a region 
relative to others increases the probability of moving 
to that region by 1.7 percentage points.

Young et al. (2016) Tracks the cross-state and cross-border of millionaires in 
the U.S. using confidential IRS tax return information

Millionaires in 
the U.S. 1999–2011 7% increase in net outmigration of millionaires due 

to 1pp increase in the top income tax rate

Young and Varner (2011) Estimates the effect of the New Jersey 2004 "millionaire" 
tax on the migration of earners with income above $500k

People with 
income over 
$500k

Compares 
2000–2007

0.08% decline in the stock of earners in the top 
0.1%, and 0.04% decline in the stock of millionaires, 
after 3 years due to migration

Bakija and Slemrod (2004) Analyzes the effect of changes in state taxes on the 
number of federal estate tax returns filed in each state

U.S. federal 
estate tax return 
filers

1965, 1969, 
1982, 1985–1998

1pp increase in estate and inheritance tax: 
1.4–2.7% decline in the number of federal estate 
tax returns filed; 4% decline in returns filed by 
estates over $5 million

1pp increase in income tax: 1.4–2.7% decline in the 
number of estate tax filers

Literature on the Impact of State Taxes on the Mobility of High-Income Individuals
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change and particularly on whether a low-tax location is easily accessible.  Finally, 
barriers to migration have declined as technological innovation has made it easier for 
some households to work remotely.  In the current environment—where the pandemic 
caused many people to leave high-cost cities3 and accelerated adoption of technology 
that facilitates working from home4 —the migration response to tax changes is likely 
stronger than normal, and prior empirical estimates are probably a lower bound. 

The SALT Deduction Cap and Interstate Migration 
The IRS recently released updated migration data that allow us to estimate the effect of 
SALT deduction caps on migration, although there are two statistical challenges.  First, 
migration rates vary over time for reasons unrelated to tax policy changes.  Second, 
households had on net migrated from high- to low-tax states in the years before the 
TCJA was passed, as evidenced by the higher outflows from high- to low-tax states in 
the left chart of Exhibit 3. 

In the right chart of Exhibit 3 we normalize the outflows to check whether migration 
from high- to low-tax states accelerated after SALT deduction caps were introduced. 
There are some differences in the years prior to the policy change, and outflows from 
high- to low-tax states and low- to high-tax states fell similarly in 2017-2018.  However, 
outflows from high- to low-tax states remained relatively stable while outflows from 
low- to high-tax states fell further in 2018-2019, suggesting that the SALT deduction caps 
may have increased net migration from high- to low-tax states. 

 

The evidence in Exhibit 3 is only suggestive, however, since the groups are aggregated 

3 Coven, Joshua, Arpit Gupta, and Iris Yao. “Urban flight seeded the covid-19 pandemic across the United 
States.” Available at SSRN 3711737 (2020).
4 Spencer Hill, “The Work-from-Home Windfall: A Productivity Update”, US Daily, December 23, 2020

 

Exhibit 3: Households Were Already Migrating From High- to Low-Tax States Before SALT Deductions Were Introduced, But Net Outflows 
May Have Accelerated Slightly in 2018-2019 
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Exhibit 3 controls for population growth by scaling each state’s population relative to its 2009 level before aggregating into tax-rate groupings. Tax-rate groupings are defined by terciles of total tax 
burden from income, property, and sales tax. 
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at a high level and other factors may explain the divergence between high-to-low and 
low-to-high outflows in 2018-2019.  In Exhibit 4, we therefore estimate the relationship 
between effective tax rate differences and migration using a panel of state-pair outflows 
from 2010-2019.5  In our regressions, the outcome variable is the percent change in 
annual migration between states, and the coefficients of interest are the interaction 
between effective tax rate differences and the years when SALT deductions were 
capped.  

In the first column, we find that higher tax differentials significantly predicted higher 
outflows across states from 2010-2019 as a whole, and that the effect was larger in 
2018-2019 by a statistically significant amount.  In contrast, we find no difference from 
the sample average effect in 2017-2018, possibly because moving takes time and most 
households reported residency for IRS purposes when they filed taxes in early 2018.  
The second column—which controls for matched state-pair fixed effects instead of 
origin state-fixed effects—finds very similar results.  

 

Although the relationship between effective tax rate differences and outflows is 
statistically significant, the implied effect is very small.  For example, multiplying the 4pp 
average difference in effective tax rates between New York and other states by the 
2018-2019 coefficient (.36) suggests that outflows increased by roughly 1.4% in 
2018-2019.  In recent years, annual outflows in New York totaled about 2% of its 

5 We restrict analysis to the top 12 destination states for each origin state to exclude state-pairs for which 
little interstate migration occurs. Our results are robust to alternative thresholds.

 

Exhibit 4: Regression Analysis Also Suggests That Effective Tax Rate Differentials Had Larger Effects on 
Outmigration in 2018-19 Than in Previous Years 

Independent Variable
Effective Tax Differential 0.38** -

(0.08)
Effective Tax Differential x 2017-18 -0.18 -0.17

(0.22) (0.23)
Effective Tax Differential x 2018-19 0.36** 0.36*

(0.14) (.17)
Other Controls^ X X

Fixed Effects
Year X X

Origin State X -
Origin/Dest. State Pairs - X

Sample 2010-2019 2010-2019
N 5,280 5,280

R2 0.87 0.88
*p-value <.01, **p-value<.05

Coefficient

^Other controls include lagged percent change in migration, origin state GDP growth, and 
change in origin state unemployment rate.

Dependent Variable: Percent Change in Outmigration
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population, so only 1.4%*2%≈.03% of New York’s population—or a bit less than 6000 
taxpayers—left the state in response to SALT deduction caps in 2018-2019.  Because 
our analysis focuses on state pairs, we can also apply our model to calculate the effect 
on inflows in low tax states.  For example, tax burdens in Florida are about 2pp less than 
average and recent inflows have totaled about 3% of its population, so our model 
suggests that the SALT deduction cap increased inflows by about 2pp*3%*.36=.02% of 
Florida’s population—or a bit more than 4,000 tax payers.  

SALT Deduction Caps and Emigration of High Earners 
Of course, migration incentives mostly increased for households earning a high level of 
income, so it’s not surprising that the effects for the general population are small. We 
therefore next focus on higher-income households that have higher incentives to 
migrate by analyzing a second IRS data set that records tax-filings by income levels for 
each state, with residency determined by the address on the federal tax return. 

In the left chart of Exhibit 5, we compare trends in tax return filings with over $1M in 
adjusted gross income (AGI) for three groups of states: states without income taxes 
(dark blue line), the top-ten highest taxed states (gray line), and all other states (light 
blue line).6 Before the TCJA passed, the number of $1M+ tax returns followed a similar 
trend across all groups, suggesting that common factors—e.g. the ups and downs of 
the business cycle—determined the number of $1M+ filings and that interstate 
migration patterns were stable.  However, filings in states without income taxes 
increased sharply starting in 2018 while filings in highly-taxed states grew relatively little, 
suggesting the TCJA and SALT deduction cap affected residency decisions of high 
earners.   

We also see informative patterns in specific states, as illustrated in the right chart of 
Exhibit 5.  California’s share of $1M+ tax returns grew steadily prior to the TCJA but 
decelerated in 2018 and 2019, lowering its share by over 1pp relative to the pre-TCJA 
trend.  In contrast, Florida’s share of total $1M+ tax filings was relatively stable before 
the TCJA, but jumped by 1-2pp in 2018 and 2019. 

6 In our analysis we exclude oil-producing states like Texas, Alaska, South Dakota, and North Dakota because 
the number of $1M+ tax returns is largely determined by transitory oil price shocks, making it difficult to find 
an adequate control group to test for deviations from trend.  Omitting these states likely yields conservative 
estimates of tax-induced migration, however, since most oil-producing states have low or no income taxes.
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In Exhibit 6 we use the pre-TCJA trend in each state’s share of total $1M+ tax return 
filings to construct a counterfactual estimate of filings if the SALT deduction caps were 
never implemented.  We then plot the implied percent change in each state’s $1M+ tax 
filings due to the SALT deduction cap against its top marginal tax rate.  

This exercise shows that $1M+ tax filings decreased in high-tax states like California, 
Connecticut, New Jersey, and New York, and increased in states without state income 
taxes like Florida, Nevada, and Washington in 2019.  While other state-specific factors 
also contributed to deviations from pre-TCJA trends, the clear negative relationship 
between changes in $1M+ tax filings and tax rates indicates that the SALT deduction 
cap encouraged a meaningful number of high-earners to move from high- to low-tax 
states. 

 

Exhibit 5: High-Income Tax Filings Increased in States Without State Income Taxes After Caps on SALT Deductions Went Into Effect 

* Oil-producing states excluded
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To evaluate how much of the movement from high- to low-tax states in Exhibit 6 is 
explained by the TCJA, we repeat our estimates for calendar years 2015-2017, three 
years when SALT deduction caps would not have influenced interstate migration.  We 
then compare the average gross migration from these estimates with the estimate from 
2019 to assess how many high-income households moved specifically due to the SALT 
deduction cap.  We also construct corresponding estimates for income levels below 
$1M, and repeat this exercise using changes in total AGI instead of tax filing counts to 
construct income-weighted estimates.  

We estimate that about 1.5% of households earning over $1M moved states by 2019 in 
response to the SALT deduction caps, as did 0.7% of households earning $500k-$1M 
(Exhibit 7, left chart).  On an income-weighted basis, we estimate that over 2.3% of 
households earning $1M+ moved to a new state—a 60% increase relative to our 
unweighted estimate—suggesting that the migration response of very-high earners was 
even larger. 

To zero in on very high-income households, in the right chart of Exhibit 7 we construct 
similar estimates using New York state tax data on resident and non-resident fillings of 
households earning over $1M. Nonresident and resident filings followed very similar 
trends before the TCJA passed, but diverged sharply after SALT deduction caps were 
introduced in 2018, with nonresident filings notably increasing and resident filings 
slightly declining.7 Assuming that resident and non-resident filings would otherwise 
have instead followed common trends, our analysis suggests that over 5% of 
households earning over $10M changed residency for tax purposes in 2018, as did 2-3% 
of households earning $2-5M or $5-10M.  Moreover, results are again larger on an 

7 Moreover, results are again larger on an income-weighted basis for households in the top income group, 
which suggests a very strong migration response for the highest-earning households.

 

Exhibit 6: Tax Filings From Households Earning $1M+ in Income Decreased in High-Tax States and 
Increased in Income Tax Free States in Calendar Year 2019 
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income-weighted basis for households in the top income group, which suggests a very 
strong migration response for the highest-earning households.  

 

The Impact of SALT Deduction Caps on State and Local Budgets  
The documented migration responses, particularly for high-earning households, have 
significant implications for S&L budgets.  We use our state-level migration estimates 
from Exhibit 6 (scaled down to account for baseline migration patterns not explained by 
the SALT deduction caps) to estimate how SALT deduction caps affected each state’s 
income, property, sales, and estate tax revenue, and then add these together to arrive at 
an overall budget impact. 

Income Tax – We use our estimates of income-weighted net migration by income n

group and state and apply the appropriate tax rate for each state and income group 
to estimate the change in income tax revenue. 

Property Tax – We first use the Federal Reserve’s Survey of Consumer Finances n

(SCF) to calculate the average primary residence value by income level, and apply 
the effective property tax rate for the largest city in each state to estimate annual 
property tax payments per household.  We then multiply by our net migration 
estimates by state and income levels to estimate the change in property tax 
revenue. 

Sales Tax – We first use the Bureau of Economic Analysis’s Consumer Expenditure n

Survey (CEX) to calculate the share of income spent on taxable items.  We then 
apply the general sales tax rate for the largest city in each state to estimate the 
annual sales tax payments per household, and multiply by our net migration 
estimates by state and income levels to estimate the change in sales tax revenue. 

Estate Tax – For the 13 states with estate taxes, we first use the SCF and state tax n

laws to calculate the incidence of estate taxes by income group.  We then use our 
net migration estimates for each state and income level to calculate the implied 

 

Exhibit 7: High-Income Households Were More Likely to Move to New States Due to the SALT Deduction Cap, and Very High-Income New 
York Residents Were Even More Likely to Move 
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decline in estate tax revenue, and rescale by average estate tax revenue in recent 
years. 

We estimate that the SALT deduction cap lowered tax revenues in high-tax states like 
California, New Jersey, and New York by up to 1% of state tax revenue (Exhibit 8).  Lost 
income tax revenue accounts for the majority of the decline, although lost property tax 
revenue also contributes.  Adding across all states, we estimate that revenue increases 
in lower-tax states only partially offset these declines, and that aggregate S&L tax 
revenues declined by a bit less than 0.5% due to the SALT deduction cap. 

 

One important caveat to our revenue estimates is that we only account for the direct 
impacts of migration on tax receipts, and second-round effects–for instance, changes in 
property values and employment declines due to business migration–may have caused 
even larger revenue shifts from high- to low-tax states. 

How Much Will Emigration Offset the Revenue From New York’s Recent 
Tax Increase? 
Two proposed policy changes—a lifting of the cap on SALT deductions, and state 
income tax increases on high earners—could impact migration patterns and S&L 
budgets going forward.   

Regarding SALT deduction caps, we expect that Congress will raise the cap to $50k for 
couples, which would revert tax savings and migration incentives for most households 
making less than $300k/year to the same as prior to the TCJA. However, our analysis 
suggests the migration response was much larger for very-high income households that 
would not benefit as much from this change, and it’s unlikely that households that have 

 

Exhibit 8: Interstate Migration Led to Significant Declines in Tax Revenues in High-Tax States Like California, New Jersey, and New York 
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already moved would return.  Our best guess is that raising the cap on SALT deductions 
would slow but not reverse out-migration from high tax-states until the caps expire 
under current law in 2025. 

Turning to New York’s recent tax increase—which raised tax rates by 0.8pp for married 
households earning over $2M and up to 2pp for those earning over $25M—we expect 
that this policy change will meaningfully increase emigration from New York, which will 
in turn reduce the almost $3bn in revenue we estimate it would generate if no 
households moved. 

To calculate the New York law’s net revenue impact, we subtract the revenue losses 
associated with emigration (lower income, property, sales, and estate tax receipts) from 
the estimated revenue increase.  We allow for a stronger migration response due to the 
increased mobility in the current environment by assuming that the response is as large 
as after the SALT deduction cap was introduced—which raised effective tax rates by 
about twice as much as New York’s recent tax increase—and also allow for a stronger 
response from higher-earning households (as shown in Exhibit 7).  Because we see risks 
as skewed toward a larger migration response if households that left due to the 
pandemic don’t return, the tax increases push households into a nonlinear part of their 
response function, or these factors interact positively, we also consider a scenario 
where high-earning households are twice as likely to move as in our baseline. 

Our estimates are shown in Exhibit 9.  In our baseline assessment, we expect that the 
loss from emigration will offset a bit less than 30% of the revenue increase from higher 
taxes, although the net budgetary impact will remain positive.  However, our baseline 
model also suggests that plausible emigration responses could offset almost 50% of 
the potential tax revenue increase, and we cannot rule out a net negative revenue 
impact if the emigration response is much larger than expected. Furthermore, our 
analysis focuses on overall S&L tax revenue in New York, and because local 
governments will likely lose tax revenue from emigration but not directly gain revenue 
from higher state income taxes, the tax change could create budget challenges for 
some local governments. 
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Finally, our analysis only accounts for the direct effects of New York’s tax increase, and 
second-round effects could have significant longer-run budget implications.  

Joseph Briggs 
   

 

Exhibit 9: Increased Revenue From New York’s Income Tax Increase Will Likely More Than Offset Revenue 
Declines Due to Increased Migration 
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The US Economic and Financial Outlook 
 
 

 

2019 2020 2021 2022 2023 2024
(f) (f) (f) (f) Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

OUTPUT AND SPENDING
Real GDP 2.2 -3.5 7.0 5.1 1.8 2.1 6.4 9.5 9.0 7.0 5.0 3.0 2.0 1.5
Real GDP (annual=Q4/Q4, quarterly=yoy) 2.3 -2.4 8.0 2.9 1.9 2.1 0.4 12.9 7.3 8.0 7.6 6.0 4.2 2.9

Consumer Expenditures 2.4 -3.9 8.5 5.0 1.8 2.1 11.3 11.0 7.5 7.0 5.0 3.0 2.0 1.5
Residential Fixed Investment -1.7 6.1 15.2 4.9 2.6 2.0 12.7 5.1 7.0 6.0 5.0 4.0 3.0 3.0
Business Fixed Investment 2.9 -4.0 9.9 5.7 3.6 3.6 10.8 14.2 9.6 6.7 4.3 3.9 3.7 3.4

Structures -0.6 -11.0 -3.9 7.0 2.8 2.5 -5.7 7.9 15.0 10.0 5.0 5.0 4.0 2.5
Equipment 2.1 -5.0 16.4 4.5 2.5 2.5 13.4 17.1 8.0 5.0 2.5 2.5 2.5 2.5
Intellectual Property Products 6.4 1.7 10.5 6.6 5.3 5.5 16.9 14.0 9.0 7.0 6.0 5.0 5.0 5.0

Federal Government 4.0 4.3 2.9 -0.9 0.0 0.0 13.9 2.0 -5.0 -2.0 0.0 0.0 0.0 0.0
State & Local Government 1.3 -0.8 0.1 3.3 0.6 0.5 0.8 1.0 3.0 5.0 6.0 2.0 0.5 0.5
Net Exports ($bn, '12) -918 -926 -1,240 -1,245 -1,203 -1,184 -1194 -1222 -1262 -1284 -1276 -1250 -1229 -1225
Inventory Investment ($bn, '12) 49 -77 -10 85 60 60 -93 -98 50 100 100 90 80 70

Industrial Production, Mfg. -0.2 -6.5 8.2 6.1 2.0 2.0 1.3 11.1 10.6 8.3 5.8 3.8 2.6 1.4

HOUSING MARKET
Housing Starts (units, thous) 1,292 1,397 1,629 1,676 -- -- 1,602 1,605 1,662 1,645 1,653 1,682 1,686 1,685
New Home Sales (units, thous) 683 828 900 919 977 978 921 863 885 930 914 901 908 951
Existing Home Sales (units, thous) 5,327 5,658 6,348 6,470 6,597 6,728 6,303 6,333 6,363 6,393 6,424 6,454 6,485 6,517
Case-Shiller Home Prices (%yoy)* 3.4 9.8 6.8 3.9 4.6 -- 13.2 11.3 9.4 6.8 6.0 5.3 4.6 3.9

INFLATION (% ch, yr/yr)
Consumer Price Index (CPI)** 2.3 1.3 3.9 2.1 2.3 2.4 1.9 4.4 4.3 4.0 3.5 2.4 1.9 2.1
Core CPI ** 2.2 1.6 3.5 2.5 2.5 2.5 1.4 3.4 3.4 3.3 3.6 2.6 2.2 2.4
Core PCE** † 1.6 1.4 2.50 2.10 2.15 2.20 1.6 3.0 2.5 2.5 2.3 1.7 1.8 2.1

LABOR MARKET
Unemployment Rate (%)^ 3.6 6.7 4.0 3.5 3.3 3.2 6.0 5.7 4.5 4.0 3.7 3.6 3.5 3.5
U6 Underemployment Rate (%)^ 6.8 11.7 8.2 7.1 6.6 6.3 10.7 10.1 8.7 8.2 7.6 7.3 7.2 7.1
Payrolls (thous, monthly rate) 168 -785 630 237 146 105 513 522 917 567 350 233 192 172
Employment-Population Ratio (%)^ 61.0 57.4 59.9 60.4 60.6 60.5 57.8 58.4 59.5 60.1 60.2 60.3 60.4 60.4
Labor Force Participation Rate (%)^ 63.3 61.5 62.4 62.6 62.6 62.5 61.5 61.9 62.1 62.4 62.5 62.5 62.6 62.6

GOVERNMENT FINANCE
Federal Budget (FY, $bn) -984 -3,132 -3,300 -1,800 -1,450 -1,350 -- -- -- -- -- -- -- --

FINANCIAL INDICATORS
FF Target Range (Bottom-Top, %)^ 1.5-1.75 0-0.25 0-0.25 0-0.25 0-0.25 0.5-0.75 0-0.25 0-0.25 0-0.25 0-0.25 0-0.25 0-0.25 0-0.25 0-0.25
10-Year Treasury Note^ 1.92 0.93 1.90 2.10 2.30 2.40 1.74 1.80 1.90 1.90 1.95 2.00 2.05 2.10
Euro (€/$)^ 1.12 1.22 1.27 1.30 1.30 1.30 1.17 1.23 1.26 1.27 1.28 1.28 1.29 1.30
Yen ($/¥)^ 109 103 106 100 99 99 111 109 107 106 104 103 102 100

** Annual inflation numbers are December year-on-year values. Quarterly values are Q4/Q4.
† PCE = Personal consumption expenditures.  ^ Denotes end of period.
Note: Published figures in bold.
Source: Goldman Sachs Global Investment Research.

THE US ECONOMIC AND FINANCIAL OUTLOOK
(% change on previous period, annualized, except where noted)

* Weighted average of metro-level HPIs for 381 metro cities where the weights are dollar values of housing stock reported in the American Community Survey. Annual numbers are Q4/Q4.

2021 2022

 
 

Source: Goldman Sachs Global Investment Research

31 May 2021   13

Goldman Sachs US Economics Analyst



Economic Releases 
 
 

 

 
 

Source: Goldman Sachs Global Investment Research

31 May 2021   14

Goldman Sachs US Economics Analyst



Disclosure Appendix 
 
 

Reg AC 
We, Jan Hatzius, Alec Phillips, David Mericle, Spencer Hill, CFA, Joseph Briggs, Ronnie Walker and Laura Nicolae, hereby certify that all of the views 
expressed in this report accurately reflect our personal views, which have not been influenced by considerations of the firm’s business or client 
relationships. 

Unless otherwise stated, the individuals listed on the cover page of this report are analysts in Goldman Sachs’ Global Investment Research division. 

Disclosures 
Regulatory disclosures 
Disclosures required by United States laws and regulations 
See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager or 
co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-managed 
public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs trades or may trade as a 
principal in debt securities (or in related derivatives) of issuers discussed in this report.  

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 
professionals reporting to analysts and members of their households from owning securities of any company in the analyst’s area of coverage.  
Analyst compensation:  Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues.  Analyst 
as officer or director: Goldman Sachs policy generally prohibits its analysts, persons reporting to analysts or members of their households from 
serving as an officer, director or advisor of any company in the analyst’s area of coverage.  Non-U.S. Analysts:  Non-U.S. analysts may not be 
associated persons of Goldman Sachs & Co. LLC and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242 restrictions on 
communications with subject company, public appearances and trading securities held by the analysts.  

Additional disclosures required under the laws and regulations of jurisdictions other than the United States 
The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and 
regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in the 
Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any access to 
it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman Sachs. In 
producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and other 
meetings hosted by the companies and other entities which are the subject of its research reports. In some instances the costs of such site visits or 
meetings may be met in part or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific 
circumstances relating to the site visit or meeting. To the extent that the contents of this document contains any financial product advice, it is general 
advice only and has been prepared by Goldman Sachs without taking into account a client’s objectives, financial situation or needs. A client should, 
before acting on any such advice, consider the appropriateness of the advice having regard to the client’s own objectives, financial situation and needs. 
A copy of certain Goldman Sachs Australia and New Zealand disclosure of interests and a copy of Goldman Sachs’ Australian Sell-Side Research 
Independence Policy Statement are available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html.  Brazil: Disclosure 
information in relation to CVM Resolution n. 20 is available at https://www.gs.com/worldwide/brazil/area/gir/index.html. Where applicable, the 
Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 20 of CVM Resolution n. 20, is the first author 
named at the beginning of this report, unless indicated otherwise at the end of the text.  Canada: Goldman Sachs Canada Inc. is an affiliate of The 
Goldman Sachs Group Inc. and therefore is included in the company specific disclosures relating to Goldman Sachs (as defined above). Goldman Sachs 
Canada Inc. has approved of, and agreed to take responsibility for, this research report in Canada if and to the extent that Goldman Sachs Canada Inc. 
disseminates this research report to its clients.  Hong Kong: Further information on the securities of covered companies referred to in this research 
may be obtained on request from Goldman Sachs (Asia) L.L.C.  India: Further information on the subject company or companies referred to in this 
research may be obtained from Goldman Sachs (India) Securities Private Limited, Research Analyst - SEBI Registration Number INH000001493, 951-A, 
Rational House, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India, Corporate Identity Number U74140MH2006FTC160634, Phone +91 22 
6616 9000, Fax +91 22 6616 9001. Goldman Sachs may beneficially own 1% or more of the securities (as such term is defined in clause 2 (h) the Indian 
Securities Contracts (Regulation) Act, 1956) of the subject company or companies referred to in this research report.  Japan: See below.  Korea: This 
research, and any access to it, is intended only for “professional investors” within the meaning of the Financial Services and Capital Markets Act, 
unless otherwise agreed by Goldman Sachs. Further information on the subject company or companies referred to in this research may be obtained 
from Goldman Sachs (Asia) L.L.C., Seoul Branch.  New Zealand: Goldman Sachs New Zealand Limited and its affiliates are neither “registered banks” 
nor “deposit takers” (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This research, and any access to it, is intended for 
“wholesale clients” (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman Sachs. A copy of certain Goldman Sachs 
Australia and New Zealand disclosure of interests is available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html.  Russia: 
Research reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information and analysis not 
having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal activity. 
Research reports do not constitute a personalized investment recommendation as defined in Russian laws and regulations, are not addressed to a 
specific client, and are prepared without analyzing the financial circumstances, investment profiles or risk profiles of clients. Goldman Sachs assumes 
no responsibility for any investment decisions that may be taken by a client or any other person based on this research report.  Singapore: Goldman 
Sachs (Singapore) Pte. (Company Number: 198602165W), which is regulated by the Monetary Authority of Singapore, accepts legal responsibility for 
this research, and should be contacted with respect to any matters arising from, or in connection with, this research.  Taiwan: This material is for 
reference only and must not be reprinted without permission. Investors should carefully consider their own investment risk. Investment results are the 
responsibility of the individual investor.  United Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is 
defined in the rules of the Financial Conduct Authority, should read this research in conjunction with prior Goldman Sachs research on the covered 
companies referred to herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks 
warnings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs International on request.   

European Union and United Kingdom: Disclosure information in relation to Article 6 (2) of the European Commission Delegated Regulation (EU) 
(2016/958) supplementing Regulation (EU) No 596/2014 of the European Parliament and of the Council (including as that Delegated Regulation is 
implemented into United Kingdom domestic law and regulation following the United Kingdom’s departure from the European Union and the European 
Economic Area) with regard to regulatory technical standards for the technical arrangements for objective presentation of investment 
recommendations or other information recommending or suggesting an investment strategy and for disclosure of particular interests or indications of 
conflicts of interest is available at https://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of 
Interest in Connection with Investment Research.   

31 May 2021   15

Goldman Sachs US Economics Analyst

https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html
https://www.gs.com/worldwide/brazil/area/gir/index.html
https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html
https://www.gs.com/disclosures/europeanpolicy.html


Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type II Financial Instruments Firms Association. 
Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific disclosures as to 
any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance 
Company.   

Global product; distributing entities 
The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global basis. 
Analysts based in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics, 
currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd (ABN 21 006 797 897); in 
Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; Public Communication Channel Goldman Sachs Brazil: 0800 727 5764 
and / or contatogoldmanbrasil@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Canal de Comunicação com o Público Goldman Sachs 
Brasil: 0800 727 5764 e/ou contatogoldmanbrasil@gs.com. Horário de funcionamento: segunda-feira à sexta-feira (exceto feriados), das 9h às 18h; in 
Canada by either Goldman Sachs Canada Inc. or Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs 
(India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in 
New Zealand by Goldman Sachs New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company 
Number: 198602165W); and in the United States of America by Goldman Sachs & Co. LLC. Goldman Sachs International has approved this research in 
connection with its distribution in the United Kingdom.  

Effective from the date of the United Kingdom’s departure from the European Union and the European Economic Area (“Brexit Day”) the following 
information with respect to distributing entities will apply: 

Goldman Sachs International (“GSI”), authorised by the Prudential Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority 
(“FCA”) and the PRA, has approved this research in connection with its distribution in the United Kingdom. 

European Economic Area: GSI, authorised by the PRA and regulated by the FCA and the PRA, disseminates research in the following jurisdictions 
within the European Economic Area: the Grand Duchy of Luxembourg, Italy, the Kingdom of Belgium, the Kingdom of Denmark, the Kingdom of 
Norway, the Republic of Finland, Portugal, the Republic of Cyprus and the Republic of Ireland; GS -Succursale de Paris (Paris branch) which, from Brexit 
Day, will be authorised by the French Autorité de contrôle prudentiel et de resolution (“ACPR”) and regulated by the Autorité de contrôle prudentiel et 
de resolution and the Autorité des marches financiers (“AMF”) disseminates research in France; GSI - Sucursal en España (Madrid branch) authorized in 
Spain by the Comisión Nacional del Mercado de Valores disseminates research in the Kingdom of Spain; GSI - Sweden Bankfilial (Stockholm branch) is 
authorized by the SFSA as a “third country branch” in accordance with Chapter 4, Section 4 of the Swedish Securities and Market Act (Sw. lag 
(2007:528) om värdepappersmarknaden) disseminates research in the Kingdom of Sweden; Goldman Sachs Bank Europe SE (“GSBE”) is a credit 
institution incorporated in Germany and, within the Single Supervisory Mechanism, subject to direct prudential supervision by the European Central 
Bank and in other respects supervised by German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, BaFin) and 
Deutsche Bundesbank and disseminates research in the Federal Republic of Germany and those jurisdictions within the European Economic Area 
where GSI is not authorised to disseminate research and additionally, GSBE, Copenhagen Branch filial af GSBE, Tyskland, supervised by the Danish 
Financial Authority disseminates research in the Kingdom of Denmark; GSBE - Sucursal en España (Madrid branch) subject (to a limited extent) to local 
supervision by the Bank of Spain disseminates research in the Kingdom of Spain;  GSBE - Succursale Italia (Milan branch) to the relevant applicable 
extent, subject to local supervision by the Bank of Italy (Banca d’Italia) and the Italian Companies and Exchange Commission (Commissione Nazionale 
per le Società e la Borsa “Consob”) disseminates research in Italy; GSBE - Succursale de Paris (Paris branch), supervised by the AMF and by the ACPR 
disseminates research in France; and GSBE - Sweden Bankfilial (Stockholm branch), to a limited extent, subject to local supervision by the Swedish 
Financial Supervisory Authority (Finansinpektionen) disseminates research in the Kingdom of Sweden.  

General disclosures 
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority 
of reports are published at irregular intervals as appropriate in the analyst’s judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment 
banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research Division. 
Goldman Sachs & Co. LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

We and our affiliates, officers, directors, and employees, will from time to time have long or short positions in, act as principal in, and buy or sell, the 
securities or derivatives, if any, referred to in this research, unless otherwise prohibited by regulation or Goldman Sachs policy.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not 
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the 
products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or 
performance of, or provide analysis of, individual companies within any industry or sector we describe. 

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the 
investment theme being discussed and is not a recommendation of any such security in isolation. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 

31 May 2021   16

Goldman Sachs US Economics Analyst

https://www.sipc.org


https://www.theocc.com/about/publications/character-risks.jsp and 
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018. 
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation 
will be supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by the Global Investment 
Research division of GS may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic 
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2021 Goldman Sachs.  

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written 
consent of The Goldman Sachs Group, Inc.  

31 May 2021   17

Goldman Sachs US Economics Analyst

https://www.theocc.com/about/publications/character-risks.jsp
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018
https://research.gs.com
https://www.gs.com/research/hedge.html

