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Policy changes have dragged on growth in 2025 but may turn into
tailwinds in 2026

Negative drag on 2025 growth Pro-growth measures for 2026 and beyond
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Economic growth has been resilient

C GDP growth - historical and forecast )
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The labor market has weakened sharply
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Consumers are feeling uncertain, especially about inflation

Consumer Sentiment Inflation Expectations
November 2025 November 2025
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Some households are really struggling
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Business sector growth remains soft

Business Surveys
C October 2025 ) = |SM services index
ISM manufacturing index
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Small-to-mid sized businesses are feeling widespread cost pressures

Small Business Optimism Index Planning Capital Expenditures next 3 to 6 months
October 2025 October 2025
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Stimulus and tax incentives from OBBBA in 2026 and beyond

Consumer Stimulus Tax Incentives for Businesses

No tax on tip

Expands pass-through deduction from 20% to 23% for small business owners

$50B-$100B annual savings

$1K - $2K/yr added to take-home pay

No tax on overtime

Boosts pay for hourly workers by up to $7.2K/yr

No tax on auto loan interest

S R&D and interest expense deductions

Saves $500-$1,500/yr on qualifying loans Boosts innovation and saves tech/manufacturing firms $20B-$30B per year

Social Security tax relief Estate (“death”) tax exemption increase

$1K-$3K annual tax relief for low/middle-income retirees Raises exemption to protect family farms/businesses from inheritance tax

100% bonus depreciation

Allows write-offs of up to $2.5M and doubles small business expensing
limits to spur hiring and expansion

Source: Congressional Budget Office
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Core goods inflation is accelerating
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U.S. has the highest tariff rate in 80+ years

C U.S. Effective Tariff Rate )
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Price increases from tariffs depend on multiple “pass-through” factors
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Forecast: Faster growth and slower inflation in 2026

Real GDP growth Consumer price index Unemployment rate
Year-over-year, percent Q4-to-Q4 change, percent Annual average, percent
2.9 2.8 3.2
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Softer growth is expected to end 2025, Higher prices for goods in 2025 Unemployment rate climbs
but activity could pick up in 2026 which should fade in 2026, but with reduced hiring and
upside risks remain below-trend growth

Source: Haver Analytics and Nationwide Economics



The Fed is poised to lower rates further

C Federal Funds Rate Expectations )
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Forecast: Elevated interest rates to persist into 2026

C Fed funds rate ) C 10-year Treasury note ) C 30-year fixed mortgage )
Year end, percent Year end, percent
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We look for the Fed to Long-term yields should remain Mortgage rates should remain above 6%

lower interest rates by 75 above 4% through 2026 into 2026, further dampening the

bps by year-end . housing market outlook

Long-term yields boosted by

slower pace of Fed rate cuts and
expectations of higher inflation

Source: Haver Analytics and Nationwide Economics



Stay informed: Subscribe to our podcast and reports
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Important Disclosures

The information in this report is provided by Nationwide Economics and is general in nature and not intended as
investment or economic advice, or a recommendation to buy or sell any security or adopt any investment strategy.
Additionally, it does not take into account any specific investment objectives, tax and financial condition or particular
needs of any specific person.

The economic and market forecasts reflect our opinion as of the date of this report and are subject to change without
notice. These forecasts show a broad range of possible outcomes. Because they are subject to high levels of uncertainty,
they will not reflect actual performance. We obtained certain information from sources deemed reliable, but we do not
guarantee its accuracy, completeness or fairness.

S&P 500® Index: An unmanaged, market capitalization-weighted index of 500 stocks of leading large-cap U.S. companies
in leading industries; gives a broad look at the U.S. equities market and those companies’ stock price performance.

Nationwide Investment Services Corporation (NISC), member FINRA. The Nationwide Retirement Institute is a division of
NISC.

Nationwide Funds distributed by Nationwide Fund Distributors LLC (NFD), member FINRA, Columbus, Ohio. NFD is not
affiliated with any subadvisor contracted by Nationwide Fund Advisors (NFA), with the exception of Nationwide Asset
Management, LLC (NWAM).

Nationwide, the Nationwide N and Eagle, and Nationwide is on your side are service marks of Nationwide Mutual
Insurance Company. © 2025
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