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U.S. Economy 
EconomyWatch (2010) 

	  
The United States of America (US or USA) is the largest and most important 
economy in the world. In 2010, The US economy was responsible for 20.218 
percent of the world’s total GDP (PPP) or US$ 14.624 trillion. 
 
Yet despite leading the world’s economy for more than a hundred years, The US 
economy is now facing its greatest ever challenge since World War II. This 
challenge has been a result of both domestic and international factors. 
 
Domestically, the US economy’s frailties were cruelly exposed during the 2008 
financial crisis. The US economy has found it harder to recover from the 2008 
financial crisis, believed to be the worst financial crisis 
since the Great Depression, as compared to previous downturns. Consumer 
confidence within the country is at all time low, perpetuating the slow economic 
growth since 2008. 
 
On the international front, it is increasingly likely that the US will lose its status as 
the world’s largest economy. According to the latest IMF forecast done in April 
2011, China is expected to overtake the US by 2016. This has come as a major 
surprise for the global community – previous forecasts had predicted China 
overtaking the US by 2035 at best.  
 
The US Economy in Brief 
 
As a result of China’s rapid economic growth, US share of the world’s total GDP 
(PPP) is expected to fall to 18.361 percent by 2015. For the next five years, the 
US is expected to experience slow and modest economic growth as it continues 
its recovery from the 2008 financial crisis. 
 
US GDP (PPP) for example will grow annually by 3.65 to 4.49 percent from 2011 
to 2015. By 2015, this number should reach US$18.029 trillion. 
 
Similarly, US GDP per capita will also grow by 2.66 to 3.50 percent annually. In 
2010, the US GDP per capita was the 7th highest in the world at US$47,131.95. 
The US GDP per capita for 2015 is expected to be US$55,409.07. 
 
On the other hand unemployment rates are unlikely to see a return to pre-
financial crisis levels during the same period. Although gradual improvement is 
expected from 2011 to 2015, the forecasted unemployment rate for 2015 – 6.807 
percent, will still be significantly higher than 2007’s unemployment rate – 4.608 
percent. 
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On the back of the 2008 financial crisis, the US faced deflation for the first time 
since World War II – at -0.324 percent (average consumer price change) in 2009. 
In 2010, inflation returned at 1.417 percent and the following five years will see 
similar low inflation rates. 
 
In 2011, the inflation rate (average consumer price change) is expected to be at 
0.958 percent. However, inflation is expected increase slightly every year and 
reach 1.859 percent in 2015. This will go someway into returning to pre-financial 
crisis levels where the average inflation from 2000 to 2008 was 2.89 percent. 
Along with relatively low interest rates, the US economy has operated with 
a current account balance deficit since 1982. Currently, the US has the world’s 
largest current account deficit at –US$466. 513 billion. This marked a significant 
decrease from 2006 (–US$802.637 billion), but was still approximately nine times 
higher than runner-up Spain. The US current account balance deficit is expected 
to drop even further in 2011 to -US$400.426 billion, before returning to near pre-
financial crisis levels at -US$601.671 billion in 2015. While this indicates more 
net capital inflow into the US, it also represents greater debt risk to the economy.  
 
US Economic Structure 
 
Ever since the 1960s, the US economy has been primarily responsible for 
absorbing global savings. Despite the challenge from emerging economies, the 
US remains the most heavily invested-into country in the world, with foreign 
direct investments at home worth $2.398 trillion in 2010. The US is also the 
largest investor in the world, investing $3.259 trillion abroad in 2010. 
 
The US is a market-oriented economy, where private individuals and business 
firms make most of the decisions, and the federal and state governments 
purchase goods and services predominantly from the private marketplace. 
 
US business firms have more flexibility than their counterparts in Western Europe 
and Japan in decision making when it comes to expanding the capital plant, lay 
off surplus workers, and develop new products. At the same time, they face 
higher barriers to entry in competing overseas markets than foreign firms do in 
the US. 
 
US firms are at or near the vanguard in technological advances, especially in 
computers and in medical, aerospace, and military equipment. This advantage 
has narrowed since the end of World War II. The onrush of technology in the US 
can also explain the gradual development of a two-tier labor market where those 
at the bottom receive less training and benefits than those at the top. 
 
Although the US strongly advocates free market principles, the government still 
plays a major role in dictating the US economy. The US still relies on the 
government to address matters that the private sector overlooks, from education 
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to protecting the environment. From time to time, the US government has also 
been tasked with nurturing new industries, and also protect American companies 
from foreign competition. This is clearly visible from the highly subsidized 
agriculture industry in the US. 
 
As such, the US economy is best described as a mixed economy where the 
economic structure is upheld through the interactions between the private, public 
and international sector. As the leading economy in the world, fluctuations in the 
US economy have had far reaching impact on other economies throughout the 
globe.  
 
US Export, Import and Trade 
 
US foreign trade and global economic policies have changed drastically since the 
days of its founding fathers. Prior to the Great Depression and World War II, 
government and businesses mostly concentrated on developing the domestic 
economy irrespective of what went on abroad. Since then however, the US has 
generally sought to reduce trade barriers and coordinate the world economic 
system. 
 
Today, the US is the world’s largest trading nation – simultaneously leading the 
world in imports and being among the top three exporting nations in the world. As 
the top export market for almost 60 trading nations, the US has had a certain 
degree of economic and political leverage throughout the world, which allows it to 
shape global policies towards its own. 
 
One such policy is its commitment to global free trade. The US has had a major 
role in the formation of global trade agencies such as GATT, as well as its future 
incarnation as the WTO. Apart from the guidelines set by these agencies, the US 
also has numerous Free Trade Agreements (FTAs) with individual nations. 
 
Current FTAs 
 
US-Israel FTA - since 1985 
North American FTA (NAFTA) – since 1994, including Canada and Mexico 
US-Jordan FTA – since 2001 
Australia-US FTA – since 2004 
US-Chile FTA – since 2004 
US-Singapore FTA – since 2004 
Dominican Republic-Central America FTA (DR-CAFTA) – since 2005, including 
Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua and the Dominican 
Republic 
US-Bahrain FTA – since 2006 
US-Morocco FTA – since 2006 
US-Oman FTA – since 2006 
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US-Peru Trade Promotion Agreement – since 2007 
FTAs waiting approval 
 
Panama-US Trade Promotion Agreement 
Colombia-US Trade Promotion Agreement 
Republic of Korea-US FTA 
 
Proposed FTAs 
 
Free Trade Area of the Americas (FTAA) – to include all countries in Western 
Hemisphere except Cuba 
US-Middle East Free Trade Area (USMEFTA) – to include most countries in the 
Middle East 
Transatlantic Free Trade Area (TAFTA) – European Union 
US-Thailand FTA 
US-New Zealand FTA 
US-Ghana FTA 
US-Indonesia FTA 
US-Kenya FTA 
US-Kuwait FTA 
US-Malaysia FTA 
US-Mauritius FTA 
US-Mozambique FTA 
US-Taiwan FTA 
US-United Arab Emirates FTA 
US-Southern African Customs FTA – to include South Africa, Botswana, 
Lesotho, Swaziland and Namibia 
US-Ecuador FTA 
US-Qatar FTA 
 
US Industry Sectors 
 
The US is one of the most technologically advanced economies in the 
world, leading the Global Innovation Index and coming in 9th for the World Bank’s 
Knowledge Economy Index. As such, they also lead the world in industries such 
as manufacturing and finance, and are among the top three nations in industries 
such as commercial aircrafts and automobiles production. 
 
Despite remaining at the forefront of most industries, the 2008 financial crisis 
significantly weakened a number of US industries as well. 2008 to 2010 saw 
three years of negative industrial production growth rate for the US. At the same 
time other countries such as China, Japan and the EU have caught up and 
overtaken the US in numerous industries. China, for example, is now the leader 
in coal, lettuce, rice, pork, beer and wind energy production as well as high 
technology exports. 
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Agriculture and the industrial sector made up 1.2 percent and 19.6 percent of 
US’s GDP in 2010 respectively. This percentage can be relatively deceiving. The 
US is not only the third largest agricultural producer in the world behind China 
and India, but is also the leading industrial power in the world. 
 
The services industry on the other hand was responsible for the majority of the 
US economy - 79.2 percent of its GDP. The US is home to the largest and most 
influential financial markets in the world including major stock and commodities 
exchanges like NASDAQ, NYSE, AMEX, CME, and PHLX. The NYSE alone is 
more than three times larger than any other stock market in the world. 
 
US Recovery From the Financial Crisis 
 
In the near future, the US is likely to rely on its services industry in its recovery 
attempts. Since the 1970s, the US economy has gradually shifted from producing 
goods to providing services. The large majority of service-providing jobs are 
found in the group of trade, transportation, and utilities occupations. Other key 
service industries for the US include finance, tourism and information technology. 
Another instrument for the US is its natural resources. Apart from having the 
world’s largest proven reserves of coal, 22.6 percent of the world’s total, the US 
also possesses the 14thlargest proven oil reserves and the 6th largest proven 
natural gas reserves. Other natural resources include copper, lead, molybdenum, 
phosphates, uranium, bauxite, gold, iron, mercury, nickel, potash, silver, 
tungsten, zinc, and timber. 
 
However, the most important factor for the US is its population of 310.282 million. 
Although this number pales in comparison to India’s and China’s billion-plus 
population, the US has the world’s best labor force participation rate with 139.396 
million workers. 
 
The majority (35.5 percent) of the labor force’s occupations are managerial, 
professional or technical in nature. A further 24.8 percent hold sales or office 
jobs, 22.6 percent are in either manufacturing, extraction, transportation and 
crafts, 0.6 percent are in farming, forestry or fishing, and 16.5 percent have jobs 
in other services. 
 
The government has also recently introduced policies aimed at supporting 
economic growth and increasing American consumers’ confidence. 
Unfortunately, while the Congressional Budget Office (CBO) expects economic 
growth to remain moderate in 2011 and 2012, productivity and employment are 
likely to stay well below the economy’s potential for a number of years at least. 
	  
	  
	  


