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Why Economic Conditions Matter for Businesses 
 
Because your organization is directly impacted from improving or declining economic 
conditions, it is important that you monitor changes occurring in the economy. 
 
Indicators of economic conditions provide important insights to your business. Your 
business should use indicators of economic conditions to adjust your views on economic 
growth and profitability.  
 
An improvement in economic conditions would lead you to be more optimistic about the 
future and potentially invest in growth more as you may expect positive returns. The 
opposite could be true if economic conditions worsen. Additionally, you should monitor 
economic conditions to gain insight into your sales growth and profitability. A fairly typical 
way of forecasting growth would be to use the previous year's trend as a baseline and 
augment it with the latest economic data and projections that are most relevant to your 
products and services. For example, a company that manufactures products tied to 
construction would look at economic conditions in the housing sector to understand 
whether momentum is improving or slowing and adjust its business strategy accordingly. 
 
It is our view at S6 Partners that in addition to rigorous market and competitive analysis, 
economic analysis and monitoring is one of the foundational analytical elements a 
business should endeavor to pursue and understand in an effort to more effectively 
respond to environmental factors often out of its control.  
 
With this in mind, we have provided the following economic report. It is our intent to update 
this report quarterly. As we do, we will provide a copy to you for your review.  
 
 

Best Regards, 
 

 

Managing Member 
S6 Partners – Business Advisory Services 
www.S6Partners.com 
Clarity Leads to Confidence 
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Economist Q&A 

 
 
NOTE: On December 14, 2016 the Federal Reserve increased its target  for the federal 
funds rate by another 25 basis points. In her statement, Fed Chair Janet Yellen said,  
 

“Today the Federal Open Market Committee decided to raise the target range for 
the federal funds rate by .25 percent, bringing it to .50 to .75 percent. In doing so, 
my colleagues and I are recognizing the considerable progress the economy has 
made toward our dual objectives of maximum employment and price stability. Over 
the past year, two and a quarter million net new jobs have been created, 
unemployment has fallen further, and inflation has moved closer to our longer run 
goal of 2 percent. We expect the economy will continue to perform well, with the 
job market strengthening further and inflation rising to 2 percent over the next 
couple of years. 

 
Going forward, there will be a number of consequences of gradual increase in the federal 
funds rate over time In the private sector, interest rates on everything from car loans to 
home mortgages to business loans will rise. Interest rates on government securities will  

THE	WALL	 STREET	 JOURNAL	 SURVEYS 	A 	GROUP	OF 	
MORE	THAN	60 	 ECONOMIST 	ON	MORE	THAN	10 	
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also rise — meaning that the federal government will have increased borrowing costs, 
which will have significant consequences for our national debt. 
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Economic Indicators 
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1 Under current law, CBO projects that interest rates on 3-month Treasury Bills will 
increase from 0.3 percent in 2016 to 2.8 percent in 2026, while interest rates on 10-year 
Treasury Notes will increase from 1.8 percent in 2016 to 3.6 percent in 2026. The interest 
rates are expressed as calendar-year averages. 
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The long-term fiscal challenges facing the United States are serious. Even though our 
current deficits are lower than they used to be, we are still adding an average of more 
than one billion dollars to our national debt load every day. Worse yet, we are 
headed toward a period of rising demands from unfunded entitlements in a rapidly 
aging society, combined with a tax system that fails to raise enough revenue and 
is filled with inefficient and costly tax subsidies. Many economists warn of this growth 
in debt – this year, both GAO and Ernst & Young also released reports this year warning 
about the dangers and unsustainability of U.S fiscal policy. 
 
It is the opinion of S6Partners, a major culprit here is failed fiscal policy. The Fed is 
reacting to poor fiscal policy with draconian and extreme monetary policy with fewer and 
fewer arrows in their quiver. Congresses and presidents of both parties, over many years, 
have avoided making hard choices about our budget and failed to put it on a long-run, 
sustainable path.  
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