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Mission
The Committee on Macroeconomics, Policy, and Race (CMPR) seeks to influence macroeconomic policy
as it relates to African Americans and people of color who have been historically overlooked 1n
macroeconomics and its policy development and mmplementation. The CMPR pursues its work with the
mtent of reshaping analysis to broaden macroeconomics' capacity for understanding the use of policy to
constructively address concerns regarding the necessity of reducing racial economic mequality and racial

disparity in access to productive resources such as employment, education, housing, and wealth generation.

Editorial Summary
This third volume 1s a product of CMPR that features authors examining wages in the labor markets, tariff

policies, and mmmigration policies on sociocultural identities. Using countrywide data, this issue offers
quantitative analyses on these very relevant macroeconomic topics.

Preamble

CMPR is delighted to present this collection of short articles providing an understanding of serviceable debt,
immigration and tariffs with special attention to race.

Firstly, Jan Christopher’s “How Did We Get Here?” article highlights systematic racial differences i
representation by occupation and differences in wage growth across these occupations. The article
underscores the value of disaggregating labor market statistics by race and by occupation. In the absence of
this analysis policy makers may disregard valuable information pertaining to coordination failure in recovering
labor markets.

Secondly, Jose Caraballo-Cueto’s “Labor Market Heterogeneity among Hispanic Subgroups during the
Trump Administration” provides empirical evidence on 1mmigration policies, during the Trump
Administration, impact on the Hispanic community. The work differentiates the impact of discriminatory
policies by racial subgroups with the Hispanic community. The study addresses literature gaps that have
previously amalgamated the Hispanic community without addressing the historical and structural, as well as

socioeconomic, differences within the community.

Finally, Enrique Martinez-Garcia, Michael Sposi, and Jing Zhang’s “The Distributional Impact of America’s
New Tariffs” explores the distributional outcomes of tariffs across demographic groups. The analysis
quantitatively estimates the relationship between tariff increases and real wages and identifies those sectors

experiencing real wage declines.
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Call for Contributions

We are looking to publish inclusive articles to inform the public of macroeconomic issues impacting
varying demographics of race, age, gender, and other demographic groups of nterest to the National
Economic Association on an ongoing basis. If you would like for your abbreviated analysis to be
considered - with no promise of publication - please email your submission to Associate Professor
EJ Ume (umee@miamioh.edu). There 1s no monetary cost for submission, but a response for
acceptance will require your patience because our team 1s small. Your potential contribution should
be no longer than 5 - 8, double - spaced pages, and citations (if necessary) should be Chicago Style.
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Enrique Martinez-Garcia Michael Sposi

The Distributional Impact of
America’s New Tariffs

Enrique Martinez-Garcia '
Michael Sposi®
Jing Zhang’

L Summary

Unlike most macroeconomic policy
shocks, tariffs operate at the level of individual
products and industries rather than uniformly
across the economy. This granularity implies
that the incidence of tariff-induced price and
cost changes can differ across sectors. Because
Black and white workers are not evenly
represented across industries, sector-specific
shocks can translate into different average real-
wage changes across groups in the short run,
when worker reallocation across industries 1s
limited.

Using a quantitative trade model, we
estimate that the 2025 US tanff increases
reduced real wages for both Black and white
workers. However, the decline was one-tenth
of a percent larger for Black workers,

! Southern Methodist University, 3300 Dyer Street,
Dallas, TX 75275. msposi1981 @gmail.com.

2 Please contact Enrique Martinez-Garcia, Reserve
Bank of Dallas, 2200N. Pearl Street, Dallas, TX

Jing Zhang

reflecting their higher concentration in sectors
experiencing larger real wage dechnes.

The determimants of cross-group
differences 1n sectoral  employment
composition lie beyond the scope of this
article. These patterns may reflect a
combination of longrun forces such as
differences m educational and training
pathways, occupational sorting, geographic
concentration, and access to job networks. We
take sectoral employment shares as given and
use them to quantify how industry-specific
tariff shocks map into group-average real wage
changes in the short run. The fiscal side of
trade policy—how increased tariff revenues are
used—remains an Important caveat In
characterizing the overall impacts of changes
mn tariffs.

IL Exposure to Tariff Changes

According to the Bureau of Labor
Statistics, headline labor-market indicators for
Black and white workers evolved broadly in
parallel over the first three quarters of 2025.
The employment-to-population ratio for
Black workers edged down shightly from 58.6

75201. enrique.martinez-garcia@dal.frb.org with
comments at msposil981@gmail.com.

3 Federal Reserve Bank of Chicago, 230 South LaSalle
Street, Chicago, IL. 60604. jzhangzn@gmail.com.
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percent in January to 58.2 percent in
September, while the corresponding ratio for
white workers declined from 60.1 to 59.5
percent. Unemployment rates show a similar
pattern: the unemployment rate for Black
workers rose from 6.2 to 7.5 percent, while the
unemployment rate for white workers
mcreased from 3.5 to 3.8 percent. Taken
together, these indicators suggest that
aggregate labor-market trends in 2025 were
broadly similar across the two demographic
groups, though conditions weakened slightly
more for Black workers.

Because tariffs operate through product-
and  industry-level  channels, aggregate
indicators can mask meaningful differences in
exposure. We therefore shift attention to
sectoral employment composition, where
differences across demographic groups are
more pronounced and where tariffs are most
likely to exert differentiated effects.
Employment shares by group and NAICS
industry are constructed using the 2023
release of the American Community Survey
(ACS). Figure 1 reports employment shares
for Black and white workers across goods-
producing industries, tradable services, and
non-tradable services.* Black workers tend to
have higher representation in
producing sectors and lower representation in
goods-producing industries compared with
white workers.

service-

Figure 1: Broad Employment Shares by Race
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Notes: Data are from the 2023 release of American
Community Survey (ACS).

Within  goods-producing  sectors—the
mdustry’s most directly affected by tariffs—
additional variation emerges. Figure 2 shows
employment  shares 14 goods-
producing industries. White workers are more
heavily represented m nearly all idustries
except food, textiles, and transportation
equipment. The largest differences arise in
agriculture and metals, where white workers
account for a substantially higher share of
employment than Black workers. Because
tariff measures were concentrated i these
sectors, differences m industrial employment
patterns translate directly into uneven
exposure to trade policy.

ACross

Figure 2: Manufacturing Employment Shares
by Race

I Gk

o

Note: Data are from the 2023 release of American
Community Survey (ACS).

We now examine the 2025 sector-specific
tariff increases to assess how these policies
align with the employment differences
documented above. Figure 3 shows the trade-
weighted tariffs imposed by the United States
across goods-producing industries in January
and September 2025, as well as the change

Nontradable services include NAICS 2-digit
codes 22, 23, 53, 61, 62, 71,72, 81, and 92.
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over this period. All goods-producing sectors
experienced increases mn tariff rates, ranging
from less than 1 percentage point in mining to
about 30 percentage points in metals.

Figure 3: US Tariff Rates from January to
Septemmber2025
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Data is from WTO tariff action data and
aggregated using trade weights based on the
authors’ calculations and work done by Enrique
Martinez-Garcia.

A significant share of the 2025 tariff
mcrease arose from actions taken under
Section 232 of the Trade Expansion Act of
1962, which permits import restrictions on
national security grounds. These measures
were applied primarily to steel and aluminum
but were subsequently extended to a broader
set of metal products, autos, wood products,
and other goods designated as critical to
domestic industrial capacity.

Tanffs imposed under Section 301 of
the Trade Act of 1974 also played a central
role, particularly through country-specific
actions 1mplemented as part of the
“Liberation Day” tariff program.’ Section 301
authorizes retaliation against perceived unfair
trade practices, including discrimmation

5On April 2, 2025, United States President
Donald Trump announced sweeping tariffs on
that essentially consisted of higher duties on
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against US firms, forced technology transfer,
and madequate mtellectual-property
protection, and has been used to impose
targeted duties on specific trading partners.
Finally, tanftf exposure was not
uniform across products or countries.
Multiple exemptions were granted through
product-level exclusions and preferential trade
agreements. Most notably, the United States-
Mexico-Canada  Agreement  (USMCA)
preserved dutyfree access for many North
American trading relationships. Additional
bilateral arrangements with the European
Union and the United Kingdom also limited
the scope of the tanffs. While these
exemptions mitigated exposure for some
industries, they did not materially alter the
concentration of tariff burdens 1in the
manufacturing and metals sectors where
differences in group representation are largest.

III.  Impacts of Tariff Hikes by
Race

We use the quantitative trade model
developed by Santacreu, Sposi, and Zhang
(2025, hereafter SSZ). The framework 1s a
multi-country, multi-sector Eaton-Kortum
trade model that disaggregates the United
States spatially mto 50 locations (states) and
includes both high- and low-skilled labor. The
SS7. model abstracts from demographic group
distinctions and provides rich sectoral and
spatial heterogeneity. We use the model to
simulate the sectoral and spatial impacts of
tariff changes and then interact those
outcomes with  sectoral exposure by
demographic group to estimate the labor
market impacts for Blacks and whites.

We utilize one version of their model
where workers are mmmobile both across
locations and across sectors in order to focus
on the short-run implications of tariff changes.

goods imported from countries for which the US
ran a bilateral trade deficit with.
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The model abstracts from labor-force
participation and unemployment dynamics so
that all labor-market adjustment occurs
through changes in sectoral wages. Wages
therefore adjust to equate exogenous labor
supply with endogenous labor demand within
each sector, implying that some industries
experience wage while others
experience wage declines in response to tariff
change. Additionally, tariffs impact consumer
prices both directly and indirectly through
global supply chains whereby the costs of both
final goods and services as well as intermediate
mputs adjust.

Specifically, we compute the equilibria of
the SSZ model under the tanff schedules in
January and September 2025. We then
aggregate real wages (nominal wages deflated
by consumer prices) across skill groups and
across states within each sector to obtain the
average US real wage in that sector. Let

97 denote the percentage change in real wage

mcreases

in sector j, and let e] denote the share of
workers from demographic group r employed
m  sector j (based on ACS data). The
percentage change in average real income for
each worker group 1s then

5= el

]
This formulation 1solates

variation: (1) differences

two sources of
m the sectoral
mcidence of tanff shocks captured by 371' , and
(1) differences I exposure arising from
observed employment patterns across worker
groups, eﬂ . This approach leverages SSZ’s
finding that variation in tariff impacts across
states 1s primarily driven by differences in
sectoral production composition, allowing us
to abstract from state-level variation.’

On the first channel, the model-implied
real wage changes vary substantially across

‘Auer, Bonadio, and Levchenko (2020) use a similar
approach to estimate the impacts of the 2018
tariffs across US congressional districts.
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sectors (Figure 4). Real wage increases arise in
several goods-producing mdustries,
particularly those in which the United States 1s
a net importer and tariff protection redirects
demand toward domestic producers. These
mnclude textiles, metals, and non-metallic
mineral products. By contrast, real wage gains
are smaller or negative In internationally
competitive sectors such as chemicals and
transportation equipment, which rely heavily
on mmported intermediate mputs. Real wages
also decline 1n service sectors, which are not
shielded by tariffs and face rising input costs
and weaker spillovers from goods-producing
mdustries.

Figure 4: Estimated Changes m Wages by
Sector
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Differences in employment composition
across demographic groups shape how these
sectoral wage changes map into average
outcomes. Figure 5 shows each sector’s
contribution to average real income changes
across worker groups. The service sectors
account for the largest contributions for both
groups because they employ the majority of
workers, but these contributions are negative
due to declines in real wages. These negative



Change in Real Wage, Percent

CMPR- Newsletter

contributions are larger for Black workers
because they are more strongly represented in
these service sectors.

Figure 5: Sectoral Contributions to Wage
Changes by Race
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Turning to goods-producing sectors,
contributions in chemicals and transportation
equipment are negative and similar across
groups. The remaming goods-producing
contribute positively to real wages. Gains in
agriculture and metals are noticeably larger for
white workers, reflecting differences in
representation across these industries. In the
remaining sectors, contributions are broadly
comparable across groups.

Summing contributions across sectors,
Figure 6 shows that average real wages fall for
both worker groups, with a larger decline for
Black workers. This pattern reflects
differences 1 sectoral exposure rather than
group-specific  treatment or productivity
differences within sectors.

Martinez-Garcia, Sposi, Zhang - Page 5

Figure 6: Estimated Wage Changes by Race
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IV. Further Considerations

This analysis abstracts from several
additional channels that may materially shape
how tanffs affect outcomes across
demographic groups. Five considerations
merit attention: (1)  heterogeneity In
consumption  baskets, (1)  differential

interaction with the tax-transfer system, (i)
geographic concentration and exposure to
local economic shocks, (iv) crossgroup
differences in labor mobility and labor-supply
elasticity, and (v) exposure to foreign
retaliation.

First, the analysis assumes a representative
consumption bundle, though consumption
patterns differ across demographic groups due
to variation 1n Income levels, residential
locations, access to retaill markets, and cultural
preferences. If tanff increases affect goods that
are consumed disproportionately by certain
groups, then the effective price mimpact will

vary across households. Ignoring these

consumption  differences may  obscure

additional distributional consequences.
Second, the analysis abstracts from

taxation, transfers, and government programs
that may offset or amplify the effects of tariff-
mduced changes m real wages. The model
does not incorporate the possibility that tariff
revenue may be rebated to households
differentially with respect to mcome of
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location. Additionally, the model does not
consider how the interaction between tariffs
and other taxes interacts to shape the ultimate
tax burden. These fiscal channels may have
systematically different 1mplications across
demographic groups.

Third, demographic groups differ in their
geographic distribution. Areas more exposed
to traded goods production, 1mport-
competing sectors, or foreign retaliation may
experience sharper changes in employment,
wages, and prices. Even after accounting for
mdustry-level impacts, regional exposure may
generate additional consequences through
local public finance, public services, and social
conditions. If demographic groups are
unevenly distributed across regions, tariffs
may function as spatially differentiated shocks
even when policy 1s uniform at the national
level.

Fourth, the results come from a model
where labor 1s immobile across sectors and
locations in the short run. This 1s perfectly
consistent with the SSZ setup, but it does
mply that some of the distributional
consequences we highlight may be mitigated
m richer environments where workers
reallocate toward less-affected industries over
time. It 1s plausible that worker groups differ
in the types of human capital that they possess,
meaning that job mobility between sectors
might differ as well. Additionally, worker
groups differ in their household composition,
and thus labor supply may be more inelastic
for some groups.

Fifth, our results come from a short-run
environment with limited worker reallocation
across sectors and locations. This assumption
1s consistent with the SSZ framework, but it
mmplies that some of the cross-sector
differences we highlight could attenuate over
time as workers adjust. If groups differ in
occupational specificity, skill transferability,
job networks, or household constraints,
adjustment  speeds  and  labor-supply
elasticities may differ as well, shaping medium-
run outcomes.

May 2026

Martinez-Garcia, Sposi, Zhang - Page 6

Sixth, foreign retaliation has so far been
limited, but an escalation would introduce
additional  distributional  considerations.
Trading partners may target specific industries
or regions, amplifying effects for particular
worker groups

Taken together, these considerations
mply that tanftf policy may generate
differences i outcomes across demographic
groups that are not captured by representative-
agent or income-only analyses. A fuller
accounting would require ntegrating tariff
mcidence with micro-level expenditure data,
administrative  tax-transfer records, and
geographically detailed employment
mformation

Citations
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“The Economicsand Politics of
Revoking NAFTA.”IMF Economic
Review68:230-267.
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Jose Caraballo-Cueto

Labor Market Heterogeneity
among Hispanic Subgroups
during the Trump Administration

Jose Caraballo-Cueto?

I. Introduction

High-income countries benefit the most
from mmmigration (Caraballo-Cueto, 2025).
Bove and Elia (2017) found that a high-
mcome country can profit from highly skilled
immigrants by nurturing technological
mnovation. That is, given that rich countries
have better infrastructure levels, an increase in
their population growth rate can be better
absorbed by their economies and provide
positive spillovers to the economy.

However, thanks to nationalistic leaders,
on those very economies there 1s an increasing
negative view on immigration. For instance, in
Switzerland, = who  jump-started  their
population growth with immigration (Reuters,
2024), radical-right parties have portrayed
immigration as a “threat” to the country for
decades (Skenderovic, 2007). Similar hostility
to immigration led the United Kingdom to the
“Brexit” (Tilford, 2016), even though Portes

1 Please contact Jose Carrabello-Cueto with comments at
jose.caraballo8@upr.edu.

and Forte (2017) found that a reduction in
immigration could cause a significant decrease
i the income per capita of the United
Kingdom.

In the case of the US, the election of
Donald Trump has led to massive
deportations of Hispanics and an increasingly
dangerous discrimination against them (Ferrer
& Palmisano, 2025; Herda, 2025). However,
we do not know how different Hispanic
subgroups are coping in the labor market after
this second Trump wave. How are Hispanic
subgroups are faring in the labor market after
the second election of Trump? In this note we
aim to fill that gap to some extent.

We emphasize Hispanic  subgroups
following some literature on mcome and
health disparities that found significant
differences  within Hispanic groups
(Caraballo-Cueto & Godreau, 2021; Stone
and McQuillan 2007). For example, full-ime
Mexican workers are less likely to earn at least
$35,000 (23.696) than Cubans (34.396) and
Puerto Ricans (34.89%) (Ramirez and Patricia
de la Cruz, 2003). However, official
government statistics, such as the American
Community Survey, and much research, such
as Aladangady et al. (2023), stll tend to
aggregate all Hispanics into one category,



CMPR- Newsletter

ignoring the differences between many
Hispanic ethnicities and between Black and
White Hispanics. Borges-Mendez (2015)
argue: “A shortcoming of such literature is that
often Latinos are bundled mto one group,
ignoring important historical and structural
conditions that are definitely critical to explain
relative socioeconomic differences between
Latino subgroups.” (p. 147).

‘We show that, so far in this second Trump
administration, Hispanic subgroups in general
have higher labor attachment (.e. higher
employment to population ratio) than the
non-Hispanic Whites (Whites, henceforth),
but higher unemployment rates. There are
significant  differences among  Hispanic
subgroups.

1I. Materials and Methods

We use Current Population Survey (CPS)
data, which had monthly data for some
Hispanic  subgroups such as Cubans,
Mexicans, and Puerto Ricans, categorized by
gender. Other ethnicities are bundled up in
“Central Americans” and “South Americans”.
We first show the employment to population
ratios and the unemployment rate for the
White men and women. The employment to
population ratio measures the fraction of the
cvilian non-institutional population 16 years
and over that 15 employed. The
unemployment rate measures the share of the
labor force that 1s actively looking for a job.

We, then, compare employment to
population ratios and the unemployment rate
of the White population with each of these
ethnicittes. To do so, we subtract these
statistics of each ethnicity to the corresponding
figure of the White population. These
calculations can shed light to the differences in
labor attachment of each group.

All available races have higher total
employment, except for Central Americans
who, when compared interannually, had fewer
workers since April 2025. In August 2025,

May 2026
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Central Americans had just fewer 2,000
workers than in August 2024.

1L Results

During the first months of 2025, the
employment to population ratio of White
men fluctuated between 62.8% and 64.19%, as
shown m Table 1 (see Appendix). At the end
of the last month available (August), White
men had higher employment to population
ratio and lower unemployment rate than in
January 2025. In the case of White women,
labor attachment (employment to population
ratio) was lower than for White men,
fluctuating between 53.3% and 54.5% in 2025.
However, the unemployment rate of White
women was like White men. That rate
increased by 0.3 percentage points from
January 2025 to August 2025.

All Hispanic subgroups, except for Puerto
Ricans, have a higher labor attachment than
the White population, but with considerable
differences between ethnicities. The largest
difference m employment to population ratio
1s with respect to South Americans. South
American men had between 10.4 and 16.2
more percentage points than White men in
the employment to population ratio. South
American women held 4.2 and 8.2 more
percentage points of labor attachment than
White women.

In the case of men, the second largest
difference m employment to population ratio
1s observed with respect to Central Americans
who held 8.7 and 14.7 more percentage points
i labor attachment than White men. In the
case of women, the second largest difference
1s with respect to Cubans who had on average
3.9 more percentage points in the working to
population ratio than White women.

However, all Hispanic subgroups, except
for Cuban men and women and South
American men, had on average higher
unemployment rates than Whites. This was
especially the case of Central American men
who had on average 2.7 more percentage
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points in the unemployment rate than White
men. In the case of women, Puerto Ricans had
on average the largest difference with respect
to White women with an unemployment rate
that was 2.3 percentage points higher.

In terms of trends of the gaps with the
White population, the case of Mexicans 1s
perhaps the most notorious. Since the arrival
of Trump m 2025, the employment to
population ratio of Mexican men in general
decreased and the unemployment rate of
Mexican women increased.

I11. Discussion

The fact that Cubans had the highest
median age among Hispanic subgroups in the
US could m part explam why their
employment to population ratio was lower
than Central and South Americans. However,
one cannot solely attribute all differences in
the labor market among Hispanic subgroups
to age differences. Despite having the highest
labor attachment, South Americans’ median
ages are among the highest among Hispanic
subgroups, as shown in Table 2 (see
Appendix). South Americans, such as
Argentines, Peruvians, Venezuelans,
Colombians, and Chileans had a higher
median age than Mexicans and Puerto Ricans.

Scherer and Mayol-Garcia (2022) find
that, relative to other Hispanic subgroups,
Cubans had better material well-being. This
can respond to higher educational attainment,
which in 2021 was 10 percentage points higher
than Hispanics in general (Moslimani et al.,
2023b). Many Cubans are also whiter than
most Hispanics, thus one could evaluate if
phenotypical differences also matter among
Hispanics.

However, we could not evaluate the labor
market of Black Hispanics after the arrival of
the second Trump administration because the
CPS does not publish monthly data for these
population segments or for Dominican and
Salvadoran workers. We do know that Black

May 2026
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Hispanics comprised 1.5 million workers in
2024.

We observe that during the first Trump
administration, Black Hispanics had a higher
unemployment rate than in the rest of the
available period, as shown in Table 3 . They
had in general lower ratios of employment to
population and higher unemployment rate
than White Hispanics. It 1s worth noting the
spike mn the unemployment rate of Black
Hispanics at the onset of the pandemic.

IV. Conclusions

The first conclusion of this note 1s that
gender, ethnicity, and race matter to study the
labor outcomes of Hispanics. There are
significant ethno-racial and gender differences
within  the Hispanic groups. Hispanic
subgroups do not show similar trends in the
labor market, even during this Trump
administration that packs and belittles all of
them. The second conclusion is that the vast
majority of the Hispanic are attached to the
labor market, even when they suffer larger
unemployment rates. These labor
attachments exceed the proportions of the
White population.

This second point deserves some
additional comments. Americans generally
resent high food prices, and with fewer
immigrants, who compose about 40% of the
agricultural labor force (Castillo et al., 2025)
and a large percentage of restaurant
employees, food prices would be even higher.
This 1s because the resultant labor shortage in
the US agrifood market will drive prices up.
The same goes for other sectors, such as
construction and household services, where
the migrant labor force 1s vital.

One concern in the immigration debate 1s
whether undocumented migrants pay taxes.
The answer 1is vyes. All undocumented
migrants pay sales taxes, and many of them
pay payroll taxes that fund the Social Security
(Rachamallu, 2025) for nothing in return (they
use wrong social security numbers that
preclude them from receiving Medicare and
Social Security benefits). In the case of income
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taxes, the low earnings of many
undocumented migrants render them free of
tax obligations. In addition, most of those on
low salaries will never receive tax credits, in the
form of Child Tax Credit and Earned Income
Tax Credit, because those are reserved for
legal citizens.

Similarly to the debate on climate change,
the debate on the economic effects of
mmmigration 1s turning into one between social
scientists with hard evidence and right-wing
nationalists with half-truths, at most.
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Appendix

Table 1. Employment to Population Ratio and Unemployment Rates for White and Hispanic subgroups,

2025

Jan Feb Mar Apr May Jun Jul Aug
2025 2025 2025 2025 2025 2025 2025 2025
White
Emp. to 62.8 62.5 63.0 63.2 63.1 63.6 64.1 63.8
Pop. Ratio-
Men
Unemploy. 3.8 4.1 3.8 3.5 3.7 3.8 3.7 3.4
rate- men
Emp. to 54.1 54.9 54.8 54.5 54.0 53.9 53.9 53.3
Pop. Ratio-
woIimen
Unemploy. 3.3 3.4 3.3 2.8 3.0 3.5 3.8 3.6
rate-
woIimen
Cuban 5.7 5.6 3.6 7.3 8.3 1.6 1.2 8.0
differences 1.0 -1.9 -3.7 0.9 2.1 1.2 0.6 0.4
1.4 6.1 3.3 1.7 0.7 6.0 7.0 5.0
0.8 0.4 1.5 0.2 0.3 1.9 1.7 0.8
Central 11 8.7 11 12.1 12.4 13.1 11.4 14.7
American 3 2.9 2.4 2 2.1 1.5 2 1.6
differences 0.8 1.6 1.4 1.8 4.4 3.9 5.4 3
1 3.7 1.5 2.9 1.3 1.8 0.6 2.4
South 12.5 13 12.9 11.3 14.4 16.2 10.4 12.2
American -0.1 0 0.3 0.8 -1.9 -1 0.4 0.7
differences 8.9 5.5 7.5 7.3 4.9 7.3 4.3 5.8
3.5 4.2 1.9 1.3 3.2 0.4 0.2 1.1
Mexican 9.5 8.6 9.3 8.7 8.9 8.5 8 6.8
differences 1.7 1.9 1.7 1.9 0.9 0.5 1 2.4
1.9 1.5 2.5 1.7 1.5 1 1.2 2.7
1.8 1.6 1.6 1.6 2.2 2.4 3.3 2
Puerto 5.6 9.9 1.5 0.6 0.6 9.0 1.7 5.9
Ricans 2.0 2.5 1.6 1.5 0.7 2.5 0.2 1.0
differences -5.0 1.8 1.3 0.3 0.6 3.1 1.8 4.3
1.1 3.7 1.7 1.7 4.5 1.3 0.2 4.1

Note: “Emp. to Pop. Ratio” stands for the employment to population ratio. “Unemploy. Rate” stands for the
unemployment rate.
Source: CPS (2025)
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Table 2. Median Age of Different Hispanics Subgroups, 2021

Cubans 40
Argentines 39
Peruvians 38

Venezuelans 38
Colombians 36
Chileans 35
Spaniards 34
Nicaraguans 34
Costa Ricans 34
Panamanians 33
Ecuadorians 33
Puerto Ricans 31

Salvadorans 30
Dominicans 30
Mexicans 28

Hondurans 27
Guatemalans 27

Source: Moslinami et al. (2023a)

Table 3. Employment to Population Ratio and Unemployment Rates for Black and White Hispanics,
2016-2024

Black Emp Unemployment White Emp Unemployment
Hispanics to rate Hispanics to rate
Pop Pop
2016 61.4 7.8 2016 61.9 5.7
2017 63.3 6.4 2017 62.7 )
2018 62 5.7 2018 63.2 4.6
2019 61 5.4 2019 63.9 4.3
2020 56.6 12 2020 58.9 10.2
2021 59.3 8.1 2021 61.1 6.7
2022 59.9 6.2 2022 63.6 4.1
2023 62.8 5.2 2023 64.1 4.5
2024 64.9 4.9 2024 63.9 4.9

Source: CPS (2025)
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I. Introduction

When  monetary  systems  create
unserviceable public debt, all stakeholders are
subject to repayment. Moreover,
unserviceable  public  debt leads to
macroeconomic instability, more severe
economic  downturns, and increased
economic 1nequality. Although the vast
expanse of public debt goes unnoticed to most
stakeholders, the countervailing consequences
of increased public debt are apparent when
discussing  military  expenditures, public
pensions, the high cost of medical care,
student loans, the mortgage market, and in the
discussion of international sovereign debt
comparisons. It 1s undeniable that the
msurmountable public debt stems from a debt

1 Please contact Jan Christopher at

jchristopher@desu.edu.

culture, perpetuated by government at all
levels, and directly leads to household
mequality and other forms of debt
dependency. Examining the external and
domestic fiscal unsustamability by reviewing
mterest rate elasticities helps consumers to
understand how the underlying causes of
msurmountable public debt produce the
effects of heightening the public debt and
reducing growth in the overall economy.

II. Literatare Review
What is Sovereign Debt?

The eftects of a debt culture on society
focus on how real yields on interest rates and
mvestments exceed GDP growth, contributing
to greater financial mstability. In addition to
the concept of local public debt, sovereign
debt refers to the sum of external and mnternal
domestic public debt and refers to the debt of
a country as an entity. Houle and Warner
(2017)  postulate  that  macroeconomic
varlables such as interest rates, inflation, and
growth are essential to economic growth and
development sustainability.
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Financial debt crises are related to central
bank actions, unanticipated legal litigations,
public debt levels, and changes in creditors,
potentially leading to sovereign default and
debt overhang, which 1s the attempt to borrow
for a new project when the most recent project
has not been fully amortized. Furthermore,
public debt levels can deter macroeconomic
development, because of differing rules that
entities must follow when financing or
engaging in public expenditures (Didia and
Ayokunle, 2020).

Public debt can adversely impact
infrastructure  financing if it exceeds
sustainable levels. The United States with its
high Debt-to-GDP demonstrates sustainable
and unsustainable debt characteristics (Ari
and Koc, 2018). Nevertheless, the public debt
of the United States 1s a tool to perpetuate the
debt culture m its efforts to promote economic

growth, not a threat to macroeconomic
stability (Moroz, 2021).

Figure 1. Total Public Debt as a Percent of
Gross Domestic Product

Total Public Debt as a Percent of GDP
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Debt/GDP as of January 1st of Year

Source: Compiled by author from Federal Reserve
Bank of St. Louis using series GFDEGDQ188S.”

2 Figure 1 provides the Public Debt-to-GDP
calculations for the United States showing rising
debt-to-GDP over the period 2005 to 2025, with

The Great Recession experienced from 2008-
2009 and Pandemic Recession that began in 2020.
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What is Unserviceable Public Debt?

Ghosh et al. (2013) define
unserviceable public debt as when debt
reaches a maximum threshold, known as debt
fatigue, at the point in which mternal debt rises
to 1ts endogenous limit where 1t can no longer
roll over without conceding fiscal autonomy.
This analogy can extend to the household and
to consumer debt. The debt overhang
component of public debt impacts economic
development by disincentivizing  public
mvestment (Sharma, 2004), making the
composition of the duration of the public debt
ever more crucial (Chowdhury and Islam,
2012).

Pre-covid research by Marri et al.
(2012) revealed that public finance textbooks
madequately  consider  the  real-world
mmplications of the federal budgeting process,
the budget deficit, and the national, state, and
local public debt. Post-covid 1deology signaled
the reemergence of fiscal tightening to
reducing  public  debt  accumulation
(Abubakar, Mamman, and Iliyasu, 2025). As
post-covid mflatton did not mitigate as
expected, Mohammed (2024) suggests that
mflated project costs and compromised
quality i government-funded or assisted
megaprojects has led to mcreased public debt
and a concomitant strain on government-
related financial resources. Since debt in many
cases, such as home mortgage nterest
deductions or energy efficiency tax credits are
tax shields, provide the borrowers with a tax
deduction when they file, alternatively,
Gabrielli (2023) explores the possibility that
non-debt tax shields can effectively serve as a
financing source or a substitute for debt.

Note that exponential smoothing would indicate a
rising debt-to-GDP, with the ratio rising at an
increasing rate during recessions.
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Another indication of insurmountable
public debt 1s the increasing levels of
household debt, that can be a precursor to
more severe economic downcycles, increased
economic mequality, and other
macroeconomic instability (Fuller, 2015).
Higher interest rates, particularly among end-
user consumer goods, have made public debt
more difficult to manage (Zwalf and Scott,
2022), and i1s becoming a stratification strategy
at all levels of society.

Macroeconomic Consequences of High
Public Debt Levels

Certain end-user products and consumer
services can be correlated with the rise n
public debt and the concomitant debt culture.
At each level of society there are examples of
the use of debt for consumers and businesses
to reach higher levels of consumption by
managing own expenditures. While this 1s not
an exhaustive listing, these situations
exemplify the vast expanse of the real-world
situations  severely  affected by  the
consequences  of  msurmountable  or
unpayable public debt: (1) Black or African
Americans face disproportionate 1mpacts
from student loan debt because of racialized
economic mequality and the racial wealth gap
(Mustaffa and Dawson, 2021); (2) Within the
United States, debt is linked to increased
likelihood of foregoing medical care
(Kaloussova and Burgard, 2013); and (3) The
United States faces a significant budget deficit
and ever rising public debt primarily due its
prohibitive  military  expenditures  (Iraqi
Journal of Economic Sciences, 2020).

Eftects of Public Debt on Marginalized
Groups

Consistently high individual debt
levels can be correlated with increased
depression symptoms, particularly among the
less educated, and there 1s evidence of racial

differences among those with high unsecured
debt levels (Sun and Houle, 2018). Class
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racism has led to implicit segregation n
employment and unequal income distribution
across occupations, while the permanence of
cultural differences solidifies cultural racism
and the perpetuation of the debt culture
(Novikova, 2021), thus internalizing racial
disparities. Houle and Addo (2018) illustrate
how Black-White disparities and student debt
persist and contribute to wealth inequalities
among recent college going young adults.

Harper et al. (2020) discuss how low-
mcome households, particularly those of
color, individuals with mental illness, those
recently incarcerated, and those In
marginalized communities face
msurmountable public debt challenges that
exacerbate SOCI0-€CONOMIC mequality.
Furthermore, LaVeist, Gaskin et al. (2003)
reveal that racial and ethnic health inequalities
result in significant economic burdens linked
to structural factors like 1nequality 1n
education and wealth.

Gaddis  (2018) reiterates that racial
mequality and economic outcomes persist n
the United States, primarily influenced by
human capital differences and employer
discrimination. Consequently, wealth
mequality disproportionately  disadvantages
Blacks, Hispanics and Latinos, which
contributes to multigenerational financial
challenges and increasing debt levels (Conwell
and Ye, 2021). Because of the lack of social
cohesion and group dynamics as well as the
devolution of the political climate, a vast
majority of the harm emanating from the debt
culture 1s being described as the consequence
of high debt levels rather than the debt
becoming socially unserviceable due to
political affihations and related
considerations.

The Importance of the Debt-to-GDP Ratio
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The United States National Debt clock
reported that the Sovereign Debt-to-GDP *
ratio, as of January 1, 2026, to be 124.3%."
The U.S. ranks 10" behind other
mdustrialized high debt countries, which have
Public Debt-to-GDP’ ratios of greater than
1009.” (Ncube and Brixiova (2015) state that
high debt burdens in countries surpasses
levels required for sustamable public debt to
GDP ratios, emphasizing the need for
effective fiscal policies to support and
maintain sustainability.)

The January 1, 2026, the United States
Sovereign Debt-to-GDP ratio was 124.3% with
other ntertemporal ratios of 35% n 1980,
609 1n 2000, 709 1 2008, 99% in 2012, 104%
in 2016, and 117% in 2020.° Comparatively,
the current Debt-to-GDP level is the highest it
has ever been. Historically, it catapulted
higher in 2010 by the recovery from the Great
Recession of 2007-2009 and its subsequent
correction using the Federal Reserve’s
Quantitative Easing Facility through 2012.

As mentioned above, sovereign debt is the
sum of internal public debt and external U.S.
debt held by foreign countries, yet it 1s being
compounded higher by the budget deficits,
the net interest payments on the public debt,
and the incidence of the Trump 2.0 tariffs
being assessed on U.S. citizens causing the
sign on the cumulative tariff revenues to be
mverted, which takes the Debt-to-GDP ratio
higher. Also, on January 1, 2026, the U.S.
Public Debt-to-GDP ratio was 103% " and its
External Debt- to-GDP was 949"

Pin (2017) concluded that the United

States’ external debt 1s manageable short-term,

3 Sovereign Debt-to-GDP for January 1, 2026, 1s
((U.S. National Debt - current year U.S. Federal
Spending +Trump 2.0 Tariff Revenues)/ (GDP-
U.S. Gross Domestic Product) *100.

4 World Debt Clock.

(https://usdebtclock.org/world-debt-clock.html).

5 Public Debt-to-GDP for January 1, 2026, 1s
((U.S. National Debt)/ (GDP-U.S. Gross
Domestic Product) *100.
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but long-term challenges may occur during
economic downturns. Consequently, public
debt may negatively affect economic growth at
thresholds as low as 309% of GDP, with higher
negative effects occurring around 509% (Egert,
2013). Furthermore, Baum et al. (2013)
concludes that debt levels above 709% can lead
to increased long-term interest rates. Thus, the
present-day high debt-to-GDP levels are
severely crippling U.S. economic growth and
development. (See Appendix Table 1.1 on
page 8).

‘What is Interest-Rate Elasticity?

Interest rate elasticity is the sensitivity
of the interest rate to changes in various
outcomes of public policy. It measures how
sensitive borrowing, consumption,
mvestments, expenditures, money demand,
and the like, can be to changes in interest rates
and how the changes in interest rates affect
public debt by influencing the cost of servicing
the debt during various stages of the business
cycle (Neumeyer and Perri, 2005). Interest
rate elasticity also refers to the responsiveness
of public debt to changes in interest rates
where a higher elasticity indicates that public
debt 1s more sensitive to rate fluctuations.

Interest rate elasticity also influences
government fiscal intervention and debt ratios
i relation to GDP growth and inflation rates
(Ferrar;, 2018). Interest rate elasticity
measures the responsiveness of public debt
levels to changes m mterest rates mdicating
that higher rates lead to increased public
indebtedness and default risk especially n
economies with large informal sectors (Elgin
and Uras, 2013). In sum, interest rate elasticity

6 U.S. Public Debt-to-GDP, when comparing the
U.S. to other countries, 1s ((U.S. National Debt
- External Debt)/ (GDP-Gross Domestic
Product) *100.

7 External Debt-to-GDP for January 1, 2026, 1s
((U.S. Debt held by foreign countries)/ (GDP-
Gross Domestic Product) *100.

8 Baum, Marc P. 2026. U.S. Debt Clock. Durst

Organization/Baum Family Trust.
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measures how responsive a selected economic
variable 1s to a change in the interest rate.
There are myriads of variables available in the
macroeconomy in which to study interest rate
elasticity.

From the individual perspective,
public debt mfluences household
expenditures by affecting credit availability
and consumer confidence (Mian et al., 2013).
When there are elevated levels of household
debt, this exacerbates the debt overhang
problem causing significant restrictions on
consumer  spending  (Dynan,  2012).
Furthermore, interest rate elasticity refers to
the responsiveness of interest rates to changes
i other economic variables affecting public
debt sustainability by influencing refinancing
risk (Panizza and Presbitero, 2013).

II1. Methodology

The Interest rate elasticity of
borrowing 1s quickly becoming a popular
measure of the responsiveness of the quantity
of money demanded by individuals to changes
in the mterest rate due to the pervasive use of
credit cards i the consumer sector and bond
holdings i the government and business
sectors of the economy.

Research Question

How can society fulfill the needs and
services of various racial groups, through the
utilization of interest rate elasticities to create
more efficient financial infrastructure policies
that are less rehant on public debt to
spearhead economic growth and
development? To the contrary, 1s there
evidence of systematic/undiversifiable risk in
the tradeoff between employee compensation
and corporate profits, and if so, how does this
phenomenon relate to msurmountable public
debt and what are the long-run consequences?
Research Hypothesis
Does a financial infrastructure currently exist

to generate the data needed to accurately
model real-world phenomena to reduce the
manipulation of interest rates, which often
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affect racial groups disproportionately, and to
reduce wealth 1nequality by relieving
consumer debt burden and influence interest
rates accordingly to address wealth inequality
across all communities.

Interest Rate Elasticity

The Interest rate elasticity measures
how the demand for a specific holding of
money changes when there 1s a fluctuation in
the interest rates. An increase in the interest
rate elasticity means that changes in interest
rates will lead to a change in the quantity of
money people and businesses want to hold
mternally. While a decrease in the interest
elasticity of borrowing has negligible effect on
the demand for money being held by the
public and thus influences consumption.

Figure 2. Real Interest Rates on 1-Yr
Treasury Bills, 2005-2026

Real Interest Rate on 1-Year Treasury Bill

Real Interest Rate Percentage

Real Interest Rate as of January 1st of Year

Source: Compiled by author from Federal
Reserve Bank of St. Louis using series
REAINTRATREARATIYE. Figure 2 provides
the real mterest rate for a 1-Year Treasury Bill.
There are five peaks and four troughs over the
period. In January 2026, the real interest rate
was 0.80% percent in comparison with the rate of
0.34% on January 1, 2005. Note that the real
mterest rate of the 1-Year Treasury Bill falls
below zero when the economy enters a
systematic/undiversifiable risk recession.

Figure 3 uses the one-year nominal
mterest rate between 2005 and 2026 as the
price of borrowing to explain the relationship
between the responsiveness of a selected list of
economic variables to a change in the real
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mterest rate to mvestigate why different racial
groups have different outcomes in cumulative
liabilities and self-employment income.

Figure 3. Nominal Rates of Return on 1-Yr
(52-Week) Treasury Bills, 2008-2025

Investment Yield of 52-Week Treasury Bill
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Source: Compiled by author from Treasury
Direct Historical Auction Data

Figure 3 provides the nominal Auction Yields
based on the date of the auction for 52-week bills.
The series begins i 2008 because the S2-week
bill was eliminated on February 28, 2001, and
reintroduced m June of 2008 (1reasury Direct:
Timelme of U.S. Treasury Bills, 2026). Note
that the yields were higher between 2010 and
2019. Yields rose again between 2021 to 2024
reflecting higher iflation. These results are used
to compare days-to-maturity, diflerent
mvestments, and various returns on mvestment
(ROI). In January 2020, the yield on the 1-Yr
1reasuries was 3.52%. Historical yield on the 52-
week Treasury Bill between 2008 and 2026
averaged approximately 1.5%. Note that the
nomunal interest rate of the 52-week Treasury Bill
falls into zero-lower bound recessions, often
referred to as the liquidity trap, when traditional
monetary policy fails to provide adequate
economic stimulus to lift the economy out of the
economic downturin.

The Interest rate elasticity of borrowing 1s
quickly becoming a popular measure of the
responsiveness of the quantity of money
demanded by mdividuals to changes in the
mterest rate due to the pervasive use of credit
cards 1 the consumer sector and bond
holdings m the business sector of the
economy. It measures extent to which the
demand for a specific holding of money
changes when there 1s a fluctuation in the
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mterest rates. In general, an increase in the
mterest rate elasticity means that changes in
mterest rates will lead to a change in the
quantity of money people and businesses want
to hold mternally. While a decrease in the
mterest elasticity of borrowing has negligible
effect on the demand for money held and thus
mfluences consumption.
II1. Discussion of Interest Rate Policy and

the Macroeconomy

Although there are hundreds of examples
of how microeconomic behavior affects the
macroeconomy through government fiscal
policy, the two examples illustrated here use
mterest rate elasticiies to explain  what
happens to individuals, households, and
businesses as interest rates fluctuate in the
macroeconomy. In this synopsis, the Real 1-
Year Interest Rate 1s a proxy for financial real-
time payment systems and processing.
Total Liabilities by Race

In Appendix Table 1, the interest rate
elasticity for Blacks or African Americans,
Whites and all other races, and Non-
Hispanic/Latino Whites and all other races, 1s
lustrated i Figure 4. The interest rate
elasticities for the percentage change in total
liabilities by race to a percentage change n the
real l-year interest rate emerges within the
following for three particular periods of
mterest: (1) Great Recession/Quantitative
Fasing Fra (2005-2012); (2) High Treasury
Yields/ Pre-Covid Era of 2013-2019, and (3)
Pandemic Recession/Inflationary Post-Covid
Fra of 2020-2024 yield negative elasticity
coefticients for the three racial groups: Black
or African American, White and Other, and
Non-Hispanic  White and Other.  The
elasticities were calculated using the arc
midpoint method.
While 1n the 2013-2019 era, all the elasticities
for the three racial groups are lower and
remain negative, and QL was discontinued
during this period. While during the
Pandemic Recession/Inflationary Post-Covid
Era, Black or African American were still
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recovering from the Great Recession, while
White and other, although negatively
immpacted by the pandemic did not experience
the same effects on the repayments of
liabilities as Black or African American. In

Figure 4. Net Change in Total Liabilities, by
Race, 2005-2024

Net Change in Total Liabilities, by Race

10

Interest Rate Elasticity

L

1BL 1WH 1NH 2BL 2WH 2NH

3BL 3WH 3NH

Demographic Group

Compiled by author.

Figure 4 shows the net change in total iabilities (for
all consumer units) by race for the three time
periods of 2005-2012, 2013-2019, and 2020-2024.
This figure gives the change in net total habilities
to a one percent change in the real 1-Year interest
rate. In the Great Recession/Quantitative Easing
FEra: IBL=Black or African  Americas,
IWH=White and all Others, and INH=Non-
Hispanic White and all Others. In the High
Treasury Yield/Pre-Covid Era: 2BL=Black or
African Americas, 2WH=White and all Others,
and ZNH=Non-Hispanic White and all Others.
In the Pandemic Recession/Inflationary Post-
Covid Era: 3BL=Black or African Americas,
SWH=White and all Others, and 3NH=Non-
Hispanic White and all Others.

Appendix Table 1 and Figure 4, results
show that the interest rate elasticities were
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elastic, except during the Pandemic recession
m 2020, where the elasticity of all three racial
groups 1s nelastic.
Annual Income by Race

In Appendix Table 2, during the years
2005 to 2012, self-employment mcome as it
relates to changes in the short-term interest
rate became volatile for all racial groups.
Blacks or African Americans had a strong
positive  relationship  during the Great
Recession/QE  Policy Era, where this
relationship weakened during the return to
normal economic functioning between 2013
and 2019, but turned negative during the
Pandemic Recession/Inflationary Post-
Pandemic Era.

Figure 5. Self-employment Income, by Race,
2005 to 2024

Self-Employment Income Before Taxes, b

20

15
I I

Interest Rate Elasticity
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Demographic Group
Compiled by author.
Figure 5 ilustrates the net change m self-

employment mcome by race for the three time
periods of 2005-2012, 2013-2019, and 2020-2024.
This figure gives the change i self-employment
mcome (o a one percent change n the real 1-Year
interest rate. In the Great Recession/Quantitative
FEasing Era: IBL=Black and African Americas,
IWH=White and all Others, and INH=Non-
Hispanic White and all Others. In the High
Treasury Yield/Pre-Covid Era: 2BL=Black or
African Americans, 2ZWH=White and all Others,
and ZNH=Non-Hispanic White and all Others.
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In the Pandemic Recession/Inflationary Post-
Covid Era: 3BL=Black or African Americas,
SWH=White and all Others, and 3NH=Non-
Hispanic White and all Others.

But for non-Hispanic Whites, the High
Treasury Yield/Pre-Covid Era displayed little
effects on the relationship between the short-
term 1interest rate and self-employment.
However, during the Pandemic
Recession/Inflationary Post-Covid Era, there
1s evidence that non-Hispanic White self-
employment took a turn and displayed
positive responsiveness to short term interest
rate fluctuations.

IV. Inferences and Conclusions
Inferences

Drawing on an imterdisciplinary body of
research connecting sovereign debt theory to
fiscal  policy, and  household  debt
accumulation to the ballooning national debt,
the notion of the “debt culture” is the only
rational approach to analyzing what 1s
happening in the United States presently.
Examples provide guidance on how short-
term interest rates can influence consumption
and the accumulation of debt labilities, and
how these 1ssues extend to the entrepreneurial
success of small businesses. In each of these
examples, interest rate elasticity affects the
consequences of fiscal policy and guides the
macroeconomy. This paper focuses on the
debt burdens experienced by marginalized
groups and the structural nequalities 1n
consumer habilites and self-employment
mcome that make extreme household
consumption mequality possible. This paper
concludes that the present level of public debt
pushes the fiscal sustamability imits of the
country as a whole and directly mmpacts
political decision making.

Counter Conclusions
An alternative method for analyzing
why the 1-Year interest rate is influential in
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determining economic activity that turns the
focus onto employers rather than employees
1s to look at the ratio of compensation of
employees as a percentage of national income
and compare 1t to corporate profits as a
percentage of gross domestic 1ncomes.
Visualizations of the two situations show that
corporate profits decreased significantly prior
to the Great Recession and rose throughout
the Quantitative Easing era, and they rose
again during the Pandemic Recession and
continued to rise throughout 2024 (Feenstra et
al., 2015). Whereas over the same period,
labor compensation as a percentage of GDP
i current national prices fell during the Great
Recession and the Pandemic Recession and
continued to fall as inflation rose through
2024, while corporate profits continued to rise
over the same timeframe. This phenomenon
clearly indicates a change in national
government policy and 1s destined to lead to
poverty risks, stagnant wages, and younger
workers who will have greater difficulty when
looking for employment.
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Table 1. Net Change in Total Liabilities, by Race: Black or African American, White and Other,
and Non-Hispanic White and Other, 2005 to 2024

Net Change in Total Liabilities Interest Rate Elasticities
Non-
Black or White and All Other Non-Hispanic White and All Hispanic
1-Year Real African Races Except Black or Other Races Except Black or [|Black or White or White or
Time Intervals Interest Rate American African American African American AA Other Other
Great Recession/Quantitative Easing Era
2005 0.341 $13,058 $19,815 $20,755 — — —
2006 2.023 7044 19084 19684 -42.1%  -2.6% -3.7%
2007 2.294 5580 14117 14368 -184.3% -237.8% -248.2%
2008 1.121 4545 11589 12974 29.7% 28.6% 14.8%
2008 2.027 5433 12299 13093 309% 10.3% 1.6%
2010 -0.812 5577 10154 10974 -0.6% 4.1% 3.8%
2011 -1.109 6236 8595 9394 36.1% -53.8% -50.2%
2012 -1.595 5327 10415 11337 -43.7%  53.3% 52.1%
Great Recession/Quantitative Easing Era -24.8% -28.3% -32.8%
High Treasury Yield/Pre-Covid Era
2013 -1.116 $4,139 $9,512 $10,486 71.1%  25.7% 22.1%
2014 -1.345 3398 9399 9757 -105.6% -6.4% -38.7%
2015 1.124 8674 8641 8751 -3.9% 0.4% 0.5%
2016 -0.872 4719 6855 7346 3.7% 1.5% 1.1%
2017 -1.371 4011 10254 10831 -36.5% 89.4% 86.2%
2018 -0.777 7452 10308 9526 -108.6% -1.0% 23.2%
2019 0.595 5927 13086 13627 1.5% -1.6% -2.3%
High Treasury Yield/Pre-Covid Era -25.5% 15.4% 13.2%
Pandemic Recession/Inflationary Post-Covid Era
2020 -0.596 $8,753 $22,004 $24,944 0.0136% 0.0180% 0.0207%
2021 -1.611 16248 24122 26450 65.2%  10.0% 6.4%
2022 -2.232 12736 14734 14361 -75.0% -149.5% -183.2%
2023 1.356 9010 6451 7514 4.2% 9.6% 7.6%
2024 2.507 2905 12605 13075 -172.0% 108.4% 90.7%
Pandemic Recession/Inflationary Post-Covid Era -35.5% -4.3% -15.7%

Source: Federal Reserve Bank of St. Louis: Interest elasticities compiled by author.
Note: Macroeconomy 1, Great Recession and Fed QE Policy Era, covers the years 2005 to 2012; Macroeconomy 2, Normal

Economic Functioning Pre-Covid, covers the years 2013-2019; and Macroeconomy 3, Pandemic Recession and Post-Covid Era,
covers the years 2020-2024.
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Appendix

Table 2. Self-employment Income, by Race: Black or African American, White and Other, and

Non-Hispanic White and Other, 2005 to 2024

Annual Self-Employment Income Before Taxes
White and All

Interest Rate Elasticities

Other Races Non -Hispanic White Non-
Black or Except Black and All Other Races Hispanic
1-Year Real African or African Except Black or African || Black or Whiteor White or
Time Intervals Interest Rate American American American AA Other Other
Great Recession/Quantitative Easing Era
2005 0.341 $1,271 $4,122 $4,372 — — —
2006 2.023 1332 3987 4116 3.3% -2.3% -4.2%
2007 2.294 1638 3733 3795 163.8% -52.3% -64.5%
2008 1.121 1195 3533 3632 45.5% 8.0% 6.4%
2008 2.027 1107 2826 2963 -13.3%  -38.6% -35.2%
2010 -0.812 1105 3045 3129 0.0% -1.6% -1.2%
2011 -1.109 1003 3573 3737 -31.3% 51.6% 57.3%
2012 -1.595 990 3182 3328 -3.6% -32.2% -32.2%
Great Recession/Quantitative Easing Era 23.5% -9.6% -10.5%
High Treasury Yield/Pre-Covid Era
2013 -1.116 $1,167 $3,531 $3,855 -46.5%  -29.4% -41.5%
2014 -1.345 1407 4626 4932 100.2% 1442%  131.7%
2015 1.124 1361 4751 5016 0.1% -0.1% -0.1%
2016 -0.872 1931 7076 7558 -2.2% -2.5% -2.5%
2017 -1.371 2312 4858 5099 40.4% -83.6% -87.4%
2018 -0.777 3004 5417 5833 -47.1%  -19.7% -24.3%
2019 0.595 3377 6373 6755 -0.8% -1.1% -1.0%
High Treasury Yield/Pre-Covid Era  6.3% 1.1% -3.6%
Pandemic Recession/Inflationary Post-Covid Era
2020 -0.596 $3,337 $6,130 56,646 -0.0004% -0.0014% -0.0006%
2021 -1.611 3258 6473 6771 -2.6% 5.9% 2.0%
2022 -2.232 3679 6770 7044 37.5% 13.9% 12.2%
2023 1.356 4295 7668 8381 -1.9% -1.5% -2.1%
2024 2.507 2293 7612 8212 -102.0%  -1.2% -3.4%
Pandemic Recession/Inflationary Post-Covid Era -13.8% 3.4% 1.7%

Source: Federal Reserve Bank of St. Louis: Interest elasticities compiled by author.

Note: Macroeconomy 1, Great Recession and Fed QE Policy Era, covers the years 2005 to 2012; Macroeconomy 2, Normal

Economic Functioning Pre-Covid, covers the years 2013-2019; and Macroeconomy 3, Pandemic Recession and Post-Covid Era,

covers the years 2020-2024.
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