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Executive Summary

Low taxes, energy costs, and government regulation are a boon to small business sentiment.
Because the latter account for approximately 40% of all US employment and arguably are the
most dynamic entities in the labor market. Our 2025 outlook has turned dramatically positive
since the Election.

During President Trump’s first term, small business optimism soared, averaging a record
reading of 113.4 including the pandemic year. This is the highest average reading for any
President, Republican or Democrat. As we demonstrate in the following half dozen slides, the
economy’s “animal spirts” have been rejuvenated, which is the primary reason we are
projecting 3%-plus real GDP growth and a resumption of lower inflation by the middle of next
year toward 2%.

As we discussed in an earlier note, Five Pillars of Trumponomics 5.0, uncertainty around the
Fed’s policy response to the incoming Administration’s legislative actions is potentially the
biggest known risk in 2025. We worry that the Fed’s Phillips Curve/Output Gap driven approach
to policymaking, which focuses nearly exclusively on the demand-side of the economy, will
keep interest rates higher than they otherwise should be.

In the meantime, the expectation of pro-growth supply-led policies should keep the economy
expanding at a solid pace and put a floor under asset prices.
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Percent of Firms Planning to Make Capital Outlays
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Percent of Firms Expecting Economy to Improve
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Percent of Firms Expecting Higher Real Sales in 6-Months
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Percent of Firms Reporting Now is a Good Time to Expand
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