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The National Economy 

The current economic environment is shaky; however, Oxford Economics does not 

expect a recession in the near term and there are some promising signs on the horizon.   

Risks to Recovery 

Uncomfortably high inflation rates and gas prices are causing unease among consumers, 

causing a tenuous economic environment. In July 2022, the annual rate of inflation was up 8.5% 

year-over-year, with energy up 33% and food up 11%. High interest rates are damaging how 

much disposable income households have available for purchases. In a July 2022 study, 

Destination Analysts asked American travelers what has deterred them from traveling more than 

they would have otherwise preferred, and the top reasons were: gas is too expensive (47%), the 

general cost of travel being too expensive right now (39%), personal financial reasons (31%) 

and airfare is too expensive (27%). Additionally, the proportion of travelers who feel that the 

present is a good time to spend money on travel has dropped to 28%, the lowest level recorded 

so far this year. Overall, American travelers’ optimism about the financial future is dimming 

somewhat.  

In an effort to combat inflation rates, the Federal Reserve has raised interest rates 2.25 

percentage points since March (as much as it had over the entire 2010-19 expansion). At an 

economic conference in August, Federal Reserve Chairman Jerome Powell said, “We are taking 

forceful and rapid steps to moderate demand so that it comes into better alignment with supply 

and to keep inflation expectations anchored. We will keep at it until we are confident the job is 

done." An additional rate hike is expected at the next Fed meeting in September. 

Businesses also are uneasy, reporting near record-low optimism about the future and difficulties 

finding and keeping qualified employees. The leisure and hospitality sector is being 

disproportionately affected in regards to finding and keeping qualified employees. The job open 

rate in accommodations and food is 8.9%, meaning for every 100 jobs there are about 9 job 

openings; compared to total employment with 7 job openings for every 100 jobs. The quit rate is 

also elevated for L&H compared to total employment. Quit rates in L&H average 5.4%, 

compared to total at just 2.8% overall. One positive sign for the L&H sector is wage growth has 

outperformed the total private sector. Wages for L&H has grown 22% since May 2019, 

compared to the total private sector with a 15% increase over the same time period. Wage 

growth continues to be highest among production and nonsupervisory employees (up 27% from 

2019) and less so with supervisory employees (up 18% from 2019). Experts believe wage 

growth has started to peak.  

Promising Signs for the Future 

Although there is much unease in the economy right now, there are some promising signs. Total 

employee compensation continues to outpace inflation, with employee compensation growing 

15.3% while inflation grew 10.9% over the last two years. Household balance sheets remain 

strong. Household debt service is at historic lows with only 14% of income going to debt and 

household net-work remains really high.  

Consumers are continuing to spend, shifting from goods to services. During the pandemic, 

Americans saved $2.5T, and now they are beginning to draw down on that savings. Spending in 

the service sector has continued to rise since February 2020, while nondurable goods spending 
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is trailing off (image below). This concept is validated in the latest earnings call from Marriott 

where they said, “We have yet to see sings of a slowdown. On the contrary, the pent-up 

demand for all types of travel, the shift of spending toward experiences versus goods, sustained 

high levels of employment…are fueling travel.”   

 

And while gas prices are still relatively high and adding to the expense of travel, experts do not 

believe prices will undermine auto travel. Historically, fuel consumption is incredibly inelastic, 

meaning as gas prices go up people spend proportionally more on gasoline. So, although 

consumers may say they will cut back, historic behaviors prove otherwise. According to the 

latest data from Arrivalist, the volume of trips of auto travel between mid-July to mid-August is 

about 4% ahead of same time last year, validating fuel inelasticity in the current environment. 

Trip intent among American travelers also remains high, with 92% saying they have travel plans 

in the next six months (Longwoods International).  
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The business travel sector is also showing some promising signs. According to a recent study 

by J.D. Power and U.S. Travel Association, business travel for external and internal meetings is 

about 97% of pre-pandemic levels. As of Q2 2022, 88% of businesses expected to take at least 

one business trip for an external meeting and 85% for an internal meeting. The market is not 

seeing a pullback, even in this period of economic uncertainty. According to the latest U.S. 

Travel Association forecast (Summer 2022) business travel volume is anticipating continued 

growth, expecting to be 96% of 2019 levels by year-end 2023, with full recovery in 2024. 

However, it’s important to note spending levels (adjusted for inflation) are not anticipated to 

recover to 2019 levels until after the forecast period of 2026.  

It’s not surprising to see this continued rebuilding on the business side of things because profits 

remain solid; corporate profits as a share of GDP are still really strong. Host Hotels & Resorts 

on a recent earning call said, “While macroeconomic concerns have been dominating the 

headlines, we are not seeing any signs of weaking. Certain segments of the lodging industry are 

still recovering, and we believe there is meaningful room for growth, particularly in the business 

transient and group segments.”  

 

Recession Risk 

Oxford Economics does not anticipate a recession in the near term. The probability of a 

recession in its 3-month lead model is around 35-40. This indicator needs to go above 50 before 

historically seeing a recession. Economic factors such as a strong labor market, low 

unemployment rates and continued consumer spending are reasons why a recession is unlikely 

in the near term. However, the risks for a recession in 2023 are fairly pronounced, with Oxford 

Economics’ 12-month yield curve showing the likelihood of a recession in 2023 beginning to 

mount. However, its baseline view shows the economy does have a path to a soft landing, 

anticipating a 1.7% growth in GDP this year followed by slower growth next year at just 1%.   

 

 


