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Signs Point to Slight N.C. Economic Slowdown 
 

CHARLOTTE, N.C. – June 3, 2014 – Several diverse factors will likely slow the U.S. and North Carolina 

economies during 2014, UNC Charlotte economist John Connaughton reported today in his quarterly 

forecast for the state.  

 

“First, the Federal Reserve is continuing to taper its quantitative easing program.  Since September of 

2012, the Fed has been purchasing $85 billion in mortgage back securities and U.S. Treasury bonds per 

month.  Beginning in January of this year, the Fed began to taper its purchases and is now buying only $45 

billion a month.  This tapering has had an effect on mortgage rates, just as the residential real estate market 

was beginning to show signs of life.  The result has been slowed home sales and prices during the last two 

months.”   

 

“The second factor is the aging of the labor force.  We have known for some time that the labor force 

participation rate has been falling, but many have attributed this decline to discouraged workers dropping 

out of the labor market.  However, it appears the issue is more complex.  Baby boomers are reaching 

retirement age and creating two significant problems for the economy when they leave the labor force.  

Upon retirement, they reduce their level of purchases, thus reducing overall consumption.  Their retirement 

also reduces the absolute size of the labor force, thus reducing potential GDP and lowering economic 

growth.  This phenomenon is the beginning of a problem that will be with us for several decades.” 

 
Connaughton, the Babson Capital professor of financial economics in the Belk College of Business, 

presented his quarterly forecast to members of the Charlotte business community and the media at a 

luncheon held at UNC Charlotte’s Center City campus. The Forecast is funded by Babson Capital 

Management LLC. 

 

2013 in Review 

 

GSP reached a level of $473,614.4 million in 2013. Real inflation-adjusted GSP increased by 2.3 percent 

over the 2012 level. GDP growth in 2013 followed a moderate GSP increase of 3.0 in 2012. 

 

For 2013, first quarter GSP declined slightly by an annualized real rate of 0.2 percent.  During the second 

quarter, GSP growth increased substantially to an annualized real rate of 3.5 percent. In the third quarter, 

GSP recorded an annualized real growth rate of 1.1 percent. In the fourth quarter of 2013, GSP is expected 

to grow at an annualized real rate of 1.5 percent. Fourteen of the state’s fifteen economic sectors 

experienced output increases during 2013. The sectors with the strongest expected growth were:   

 

 Agriculture with a real increase of 21.6 percent;  
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 Educational and Health Services with a real increase of 5.2 percent;  

 Transportation, Warehousing, and Utilities (TWU) with a real increase of 4.3 percent;  

 Business and Professional Services with a real increase of 4.0 percent;  

 Wholesale Trade with a real increase of 3.4 percent;  

 Other Services with a real increase of 2.7 percent;  

 Finance, Insurance, and Real Estate with a real increase of 2.6 percent; and 

 Hospitality and Leisure Services with a real increase of 2.3 percent. 

 

Forecast director John Connaughton said, “2013 turned out to be a mixed year. During the first quarter of 

2013, this moderate growth pattern slowed dramatically as a result of the fiscal measures put into place the 

first of the year.  After a first quarter sluggish start, real GSP growth soared to 3.5 percent during the 

second quarter. This growth spurt gave rise to stronger growth during the second half of 2013. However, 

despite rising consumer confidence and continued Federal Reserve Bank quantitative easing, the second 

half of 2013 proved to be disappointing.” 

 

 

2013 Employment in Review 

 

Seasonally adjusted nonagricultural employment in North Carolina reached 4,104,200 persons in 

December 2013, an increase of 1.8 percent over the employment level in December 2012.  The state 

gained 85,600 net jobs during the year. 

 

Twelve of the state's 14 fourteen nonagricultural sectors of the economy experienced employment 

increases during 2013.  The sectors with the strongest employment increases in 2013 were other services at 

6.0 percent, business and professional services at 4.1 percent, and hospitality and leisure services at 2.5 

percent. 

 

The North Carolina seasonally adjusted unemployment rate began 2013 at 9.5 percent, while the United 

States rate was 7.9 percent.  By December, the North Carolina rate had fallen to 6.9 percent, while the 

United States rate had fallen to 6.7 percent.  

 

2014 Economic Forecast 

 

The North Carolina economy is expected to increase by an inflation-adjusted rate of 1.9 percent during 

2014.  For 2014, first quarter GSP is expected to increase at an annualized real rate of 2.0 percent.  During 

the second quarter, GSP is expected to increase at an annualized real rate of 2.1 percent. In the third 

quarter, GSP is expected to record an annualized real growth rate of 2.0 percent. In the fourth quarter of 

2014, GSP is expected to grow at an annualized real rate of 2.3 percent. 

 

All 15 fifteen of the state’s economic sectors are forecast to experience output increases during 2014. The 

sectors with the strongest expected growth are:  
 

 Agriculture with a projected real increase of 10.9 percent;  

 Mining with a projected real increase of 9.4 percent; 

 Construction with a projected real increase of 2.8 percent;  

 Education and Health Services with a projected real increase of 2.1 percent; 

 Finance, Insurance, and Real Estate with a projected real increase of 1.9 percent; 

 Hospitality and Leisure Services with a projected real increase of 3.3 percent; 

 Other Services with a projected real increase of 3.2 percent;  

 Transportation, Warehousing, and Utilities (TWU) with a projected real increase of  
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3.3 percent; and 

 Wholesale Trade with a projected real growth rate of 2.3 percent. 

 

2014 Employment Forecast 

 

In January 2014, the North Carolina unemployment rate fell below the U.S. rate for the first time since 

December 2007. Both the U.S. and North Carolina unemployment rates are expected to continue the same 

downward trend throughout 2014, and by December the North Carolina unemployment rate is expected to 

be around 5.8 percent. Seasonally adjusted nonagricultural employment in North Carolina is expected to 

reach 4,163,900 persons in December 2014, an increase of 1.5 percent over the employment level in 

December 2013.  The state is expected to gain 59,700 net jobs during the year. 

 

 

The full Economic Forecast report is available at http://belkcollege.uncc.edu/forecast. Connaughton will 

release his next Economic Forecast report in September 2014. 

 

About Babson Capital Management LLC 

Babson Capital Management and its subsidiaries serve institutional investors around the globe and have 

over $192 billion in assets under management as of December 31, 2013. Through proprietary research, 

analysis and a focus on investment fundamentals, the firm develops products and strategies that leverage 

its broad expertise in global fixed income, equities, alternatives, structured products, debt financing for 

corporations and debt and equity financing for commercial real estate.  Based in Boston and Springfield, 

Mass., and Charlotte, N.C., the firm maintains a strong global footprint with offices in New York, 

Hartford, Chicago, Los Angeles, London, Hong Kong, Tokyo, Sydney and Melbourne. The firm’s 

subsidiaries include Babson Capital Finance, Cornerstone Real Estate Advisers and Wood Creek Capital 

Management. Babson Capital is a member of the MassMutual Financial Group. Learn more at 

www.babsoncapital.com 

 

About the Belk College of Business 

Accredited by AACSB International, the Belk College of Business at UNC Charlotte offers outstanding 

business education programs at the undergraduate, graduate and doctoral levels, including a nationally-

ranked part-time MBA program based at UNC Charlotte Center City. The Belk College is committed to 

building strong partnerships in the Greater Charlotte region and beyond as a vital part of our mission as 

North Carolina's urban research business school. Find the Belk College of Business on the web at 

http://belkcollege.uncc.edu and on Facebook at http://facebook.com/BelkCollegeOfBusiness. 
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Media Contacts 

UNC Charlotte Public Relations: Buffie Stephens, 704-687-5830, BuffieStephens@uncc.edu 

Belk College of Business Executive Director of External Relations: Kirsten Khire, 704-687-7601, 

kkhire@uncc.edu 
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