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outlook more uncertain as 
federal policy changes loom



Economic Uncertainty as we wait for concrete policy plans.
• Tax Cuts—  The TCJA will be extended.  But how much of the campaign promises will 

be delivered: cut the corporate rate to 15%, no taxes on tip, SS or overtime income 
• The US and by extension Hawaii could experience a sugar high from deficit spending in 

2025-26 with real GDP growth boosted by 25-50bp and inflation by 30bp. 

• Immigration— Promised mass deportations, and policy changes that reduce 
unauthorized immigration will also weigh on legal immigration.  No one knows how 
extensive deportations will be.   

• Deportation of large numbers of unauthorized workers could lead to a decline in the US labor 
force, rising wage inflation, and weaker economic growth.  Deporting 1m workers reduces the 
US labor force by 50bp and lowers real GDP growth by 50bp. 

• Tariffs— Are promises of 10-20% across the board tariffs just bargaining chips or firm 
policy?   

• With a 10% tariff in 2025 (60% on China),  US real GDP growth is 50-75bp lower in 2025-26 and 
mostly recovers by the end of the decade.  Inflation is 100bp higher by the end of 2025. 

• Deregulation— end of a litany of environmental, energy, and financial regulations. 
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With new policies for tax, tariff and immigration

Inflation expectations began to rise as odds of new polices increased
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Will concern over deficits curb tax cut plans?  They should

Federal debt held by the public as a % of GDP 

Source: FRED, Congressional Budget Office.
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CBO Forecast with  
sunset of TCJA 
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https://www.cbo.gov/data/budget-economic-data
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With new policies for tax, tariff and immigration

rates will not come down nearly as much as was expected just six months ago
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Resilient US economy underpins Hawaiʻi’s economy

now the US economy must confront policy uncertainty
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Pre election US Real GDP growth
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Forecast 

Forecast assuming limited  
Trump policy changes 

https://uhero.hawaii.edu/category/forecast/
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US market and exchange rates are critical to tourism outlook

 US visitors contribute 75% of total Hawaiʻi visitor spending
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Average Daily Visitor Census
Jun-23=100

Statewide weakness is mostly but not exclusively on Maui
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but note the relatively stagnant home building numbers
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Short run tourism losses are offset by construction spending

https://uhero.hawaii.edu/category/forecast/
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Where do we go post recovery?

Source: HTA, UHERO forecasts. 

visitor spending will return to trend— no growth
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Great 
Recession
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and migration, as natural population change has fallen to near zero
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Kauai
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    Long-term prospects depend on good jobs, homes, schools …
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Hawaii

There is little sign of progress on the good jobs front
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Mahalo

Hawaiʻi Housing Dashboard
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resident population, average annual growth rates by decade

Source: Census,  UHERO forecasts.
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Both housing and job prospects weigh on Hawaiiʻs economy
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2000-2019  CAGR = .9%
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Short run outlook is reasonably good
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