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“Trump Risks”
• Tariffs
• Mass deportation
• Policy uncertainty (“chaos”)

February 2025
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Smoot-Hawley Tariff Act
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U.S. Imports and Exports

Real Exports Real Imports

Exports account for 11.01% of GDP in 2023

Source: U.S. Bureau of Economic Analysis

US economy has grown by 154%
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Source: U.S. Bureau of Economic Analysis
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Immigration Policy

Donald Rumsfeld, former U.S. Secretary of Defense,
February 12, 2002:

"There are known knowns; there are things we 
know we know. We also know there are known 
unknowns; that is to say, we know there are 
some things we do not know. But there are 
also unknown unknowns—the ones we don’t 
know we don’t know."

Ben Bernanke, Federal Reserve 
Chair – "Uncertainty itself can 
depress investment and hiring as 
businesses scale back plans until 
they have greater clarity."
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A 10% increase in the Policy Uncertainty Index is associated with a 0.215% decline in monthly GDP 
growth rates.
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Source: U.S. Bureau of Economic Analysis

Source: U.S. Bureau of Labor Statistics
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1. Post-WWII Inflation (1946–1948)

Peak Inflation: 20.1% (CPI March 1947).

2. The 1970s Inflation Crisis (1973–1982)

Peak Inflation: 14.8% (CPI March 1980).

3. Early 2020s Inflation Spike (2021–2023)

Peak Inflation: 9.1% (CPI June 2022).
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Economic Forecasts

“The only function of economic forecasting is to make astrology look 
respectable.”

“We have two classes of forecasters: those who don’t know—and those who 
don’t know they don’t know.”

John Kenneth Galbraith (the king of the economic quip)

“Economic forecasting is like trying to drive a car blindfolded while looking 
out the back window.” 

paraphrasing Ben Bernanke (Chair of the Federal Reserve from 2006 to 2014), 
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S&P 500 Stock Index (One Year)

NASDAQ Composite Index  (One Year)

April 12, 2025   Wall Street Journal Quarterly Survey of Economic Forecasters

Respondents = 58
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The average annual real GDP growth rate in the U.S. 
from 2023 through 2024 is approximately 2.85%.
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Source: Wall Street Journal Economic Forecast Survey April 2025
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Mean 25.8 22.4 45.4
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Average Monthly U.S. Unemployment Rate for 2024: 4.0%
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Average Monthly U.S. Inflation Rate (CPI) for 2024: 2.9%
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Solid Jobs Report Reinforces 
Fed’s Patient Approach to Interest 
Rate Cuts
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• The immediate outlook for the economy is uncertain.
• Significant swing toward a more pessimistic outlook.
• “Reasonable” unemployment and inflation rates: If we are 

headed toward a recession what is “reasonable”?
• Unclear how Federal Reserve might respond to large 

increases in consumer-producer prices in light of tariffs and 
economic slowdown. 

• Two of Trump’s potential economic policies (tariffs and mass 
deportations) has undermined the positive economic outlook.

• The “Trump Wildcard” is policy uncertainty….chaos.

Steven Deller
scdeller@wisc.edu
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