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ELECTION-YEAR ECONOMICS
The election season is officially underway and while the outcome may seem unpredictable for both parties, history gives
us some insight into how the economy and real estate markets are likely to perform in a presidential election year.

Interest Rates: Historically, presidential election years have not prohibited policy tightening by the Federal Reserve (Fed).
Of the last five cycles in which the Fed raised interest rates, four either began in or continued into an election year. If
history is any indication, the presidential election will not stop the Fed from pursuing a tighter monetary policy, but a
slowing economic outlook could deter additional rate hikes.

Job Market: Presidential election cycles have generally been favorable for the labor market. The average annual
unemployment rate has declined or remained flat in 13 of the last 16 presidential election years. This trend should
continue as 2015 ended with a 5.0% unemployment rate, which has already fallen to 4.9% as of January 2016 – the lowest
level since 2007. We expect another year of improving labor conditions, particularly as the economy approaches full
employment.

Economic Growth: Annual gross domestic product, or GDP, has only been negative twice in the last 16 presidential
election years. Given the current economic conditions, GDP will likely remain positive in 2016, marking the seventh
consecutive year of growth. It is notable; however, that six of the last eight recessions began during or within 12 months
of a presidential election year.
Given these historical inputs, one could draw the conclusion that in 2016 the U.S. economy will sustain moderate growth,
Fed officials will continue to raise interest rates, labor market fundamentals will improve, and then a recession could
occur as early as 2017. While past performance is not indicative of future results, this outlook is actually consistent with
other economic forecasts. However, similar to the current presidential election cycle, the 2016 economic outlook has
become both unpredictable and at times unbelievable.
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These materials represent the opinions and recommendations of the author(s) and are subject to change without notice. USAA Real Estate Company, its
affiliates and personnel may provide market commentary or advice that differs from the recommendations contained herein. Certain information has been
obtained from sources and third parties. USAA Real Estate Company does not guarantee the accuracy or completeness of these materials or accept liability
for loss from their use. USAA Real Estate Company and its affiliates may make investment decisions that are inconsistent with the recommendations or views
expressed herein.
The opinions and recommendations herein do not take into account the individual circumstances or objectives of any investor and are not intended as
recommendations of particular investments or strategies to particular investors. No determination has been made regarding the suitability of any investments
or strategies for particular investors.
Research team staff may make or participate in investment decisions that vary from these recommendations and views and may receive compensation based
on the overall performance of the USAA Real Estate Company or its affiliates or certain investment funds or products. USAA Real Estate Company and/or its
affiliates or clients may be buying, selling, or holding significant positions in investments referred to in this report.
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