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After solid growth in 2014, the U.S. economy began the New Year on a sour note.  Much like last year, 

U.S. economic growth was hampered by harsh winter weather during the first quarter of 2015.  Bitterly 

cold temperatures and record snow fall were blamed for everything from weaker job growth to slower 

consumer spending and disruptions in the housing market.  However, severe winter weather was not the 

only headwind for growth during the quarter.  Manufacturing was hurt by the West Coast port shutdown 

and the stronger dollar, which made U.S. exports more expensive for foreign buyers.  In addition, the plunge 

in oil prices, while good for consumers’ wallets, hurt companies that build equipment and supply materials 

to the oil industry.  On the housing front, winter storms impeded new home construction but non-seasonal 

issues like limited supply, rising home prices, and tight lending standards also restrained growth during the 

quarter.  As the economy cooled, so did the job market.  Businesses slowed the pace of hiring as consumers 

remained cautious on spending and foreign demand waned.  One positive from the March labor market 

report was an uptick in wage growth.  Higher wages may be just what the doctor ordered to cure the winter 

blues and get consumers spending again.  

 

The U.S. was not the only country that suffered from lackluster growth during the quarter.  The global 

growth slowdown that took root in 2014 continued into the first quarter of 2015.  The IMF cut its growth 

forecast for the global economy in January, citing slower growth in China, the looming recession in Russia, 

and continued weakness in the Eurozone and Japan as reasons for the forecast downgrade. Sluggish growth 

prompted many countries to ease monetary policy during the quarter.  The European Central Bank (ECB) 

launched its much anticipated quantitative easing program in March in an effort to boost growth and combat 

low inflation. Under the plan, the ECB will buy approximately €60 billion in sovereign bonds a month 

through at least September 2016.  Thus far European markets have responded positively to the program, 

resulting in lower bond yields and higher equity prices.  

 

The U.S. Federal Reserve remained at odds with the rest of the world on the direction of monetary policy.  

While central banks across the globe were increasing accommodation during the quarter, the Fed was 

debating on how best to remove accommodation in the U.S.  At the March FOMC meeting, the Fed dropped 

“patient” from its forward guidance, leaving the door open for a rate hike as early as the June meeting.  At 

the post-meeting press conference, Yellen stated that removing the word patient does not mean that the Fed 

is impatient.  The FOMC wants to see further improvement in the labor market and be reasonably confident 

that inflation will return to their 2% target before liftoff commences.  The Committee also trimmed its 

median estimate for the federal funds rate at the March meeting, reducing the forecasted rate to 0.625% at 

year-end 2015 versus the 1.125% year-end rate depicted in the December forecasts.  The lower forecast is 

more in line with market expectations and suggests that the Fed is likely to employ a more gradual approach 

to the pace of tightening.  The weak first quarter economic data coupled with the strong dollar and declining 

oil prices could give the Fed pause on the timing of the first rate increase.  As a result, most economists 

have pushed their estimates for the first rate hike back from June to September.            

 

Overall, it seems like the Fed is determined to raise rates at some point this year, but the weak economic 

data is working against them.  If the spring thaw brings consumers out of the winter doldrums and strong 

job growth resumes, the Fed will likely embark on its quest for monetary policy normalization in the second 

half of the year.  If not, “patient” may return to the Fed’s vocabulary.         

 

 

 

 

 

      


