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InJanuary 1127, the name, the Jingkang Incident, a calamity taught fo every
Jin captured Kaifeng. schoolchild in China to this day.
The emperor and most )
. . othing encapsulates the state of the economy

of his family were

. . today better than the labor market. By conven-
killed, and the capital

. tional measures, the labor market is healthy.

was razed in an act of

The unemployment rate of 4.3% is below its long-term
unprecedented de-
average of 5.7%, and the percentage of core-age
workers (25-54 years) working is 83.8%, near its all-

time high of 84.3% (in 1997) (Chart 1).

struction. Art, libraries,
buildings, gardens
were all destroyed,

the population raped, Likewise, layoffs are down 7.8% in the past year and
tortured and killed, well below its long-term average. But hires are also
atrocities so great that down by the same amount (Chart 2).
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The unemployment rate is low, but it has risen a percent-

age point in the past three years, unusual in an econom-
ic expansion (Chart 3).

0.2% of total employment. In the first quarter of 2026,
the trend shifted down, as 1.15 million workers have left
the labor force this year (Chart 4).

More ominous is the lack of new workers. Over the past

year, 260,000 workers joined the labor force, less than
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It's no wonder that workers were so pessimistic about
finding a job at the end of last year (Chart 5).

The aging of the population and curtailment of immigra-
tion means the percentage of workers in the population
will continue to decline. Just 61.9% of the population is

now working, the lowest level, outside the pandemic

months, since 1977 (Chart 6).
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This is the new reality for the economy. We are close to
full employment, but we are not creating new jobs. Con-
sequently, businesses are not hiring, or (not yet) firing,
employees, and workers are not quitting for fear of not
finding a new job. The labor market is in balance, but it
is a precarious balance where a modest increase in
layoffs will translate directly into a rise in unemployment.

Job Market Sentiment Among US Workers, 2022-2025

Job Market Sentiment Among U.S. Workers, 2022-2025
Thinking about the job situation in America today, would you say that it is now

a good time or a bad time to find a quality job?
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The real (inflation-adjusted) wealth of the United States (living on less than $2/day in 2017 dollars), fell from
soared in this American-led world order. Real GDP nearly 60% in 1950 to under 40% by 1990. The col-
grew from $2 trillion to $24 trillion since 1947, and lapse of the Soviet Union brought billions more people
real GDP per capita rose from $15,000 to $70,000 into the American-led order, helping to reduce extreme
(Chart 9). Americans saw the greatest accretion of poverty to just 8% of the global population over the past
wealth in history. 30 years (Chart 10).

The world benefited as well. To take one example, the Amidst the prosperity and decline in poverty, tensions in
percentage of the world population in extreme poverty the system arose. In the US manufacturing was thought

Real GDP and Real GDP Per Capita, US, 1947-2025
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to have been hollowed out. In 1947, one in every three
American workers were employed in manufacturing.
Today, it is fewer than one in ten (Chart 11). Manufac-
turing’s share of nominal GDP was 28% in 1953 and it
is under 10% today.

These statistics are a bit misleading, though. Manufac-
turing contributed a record-high value to GDP, around
$2.5 trillion last year, despite having far fewer workers
than in the past. Because prices for manufactured goods

have increased more slowly than the broader price lev-
el, even as manufacturing’s share of nominal GDP fell,
its share of real GDP has remained constant (Chart 12).
American manufacturing did not disappear, and pro-
duces a growing economic output. It's the American
service economy that has grown much faster which
makes it appear that manufacturing has been hollowed
out, but it has not.

US Manufacturing’s Share of Employment, 1947-2015
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However, the global pandemic exposed the risks of
offshoring much of our manufacturing. The shortage of
critical supplies of protective equipment, drugs and vac-
cines highlighted our vulnerabilities.

It also became apparent that there is a natural limit to
immigration. Immigrants peaked at around 15% of the
population in 1890 and restrictive immigration limits
were soon enacted. A similar pattern was repeated a
year ago as the immigrant share of the population
again reached 15%.

The foundations of Pax Americana have cracked. Free
trade has been replaced by trade barriers, including the
highest tariffs in a century. The free market has been
overtaken by a growing statism, with the US government
forcibly taking ownership stakes in American companies
(Intel, MP Materials, Lithium America, Trilogy Metals,
US Steel, i.a.). Economic treaties have been unilaterally
breached and global organizations defunded and
abandoned. The US commitment to its bedrock military
alliance, NATO, is seriously in doubt.

America failed to address the needs of the many dis-
placed by the otherwise broadening prosperity, and
has determined that the costs of our military alliance
exceed the benefits to the US, and so concluded that the
system should no longer be sustained. In its place will be
a world in which every country is out for itself, seeking

20%
1890-14.8%
15 Decennlgl peak
1921850 _97%

2,245,000 immigrants

5 23,192,000 total population
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the maximum gain in a zero-sum world. Collective de-
fense, collective prosperity would no longer be national
goals, much less shared values.

In building this new order, its architects hope to strength-
en US power, but they risk overreaching. Deporting
criminals has become deporting productive immigrants.
Pressing NATO members to increase defense spending
has turned into threats to take Greenland and Canada.
Energy independence has meant abandoning renewa-
ble energies, paying $1 billion to a French company to
drop its plans for a wind farm off the East Coast, at a
time when demand for electricity is soaring and the US
electrical capacity will fall far short of demand in the
coming years, hampering our leadership of Al develop-
ment and limiting our overall economic growth.

The end of this American-led order does not necessarily
mean the rise of another country-led system. Europe and
China have economic heft, but fall well short in military
power or, in the case of Europe, the political cohesion
needed to lead the world. The US is not likely to be re-
placed as the world’s leading economic and military
power, but by stepping back, will leave a more frag-
mented global economy with more frequent conflicts
propelled by rising geopolitical tensions and environ-
mental stresses.

About half of all
immigrants from

1965 102025 are Peak
from Latin America lj
June 2025—15.4%

51,851,000 immigrants
337,183,000 total population
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Note: Populations are rounded to the nearest 1,000. Shares are calculated using unrounded population numbers. Data for 2025 represents the
civilian, noninstitutional population.

Source: US Census Bureau. “Historical Census Statistics on the Foreign-Born Population of the United States: 1850-2000.” Pew Research Center tabulations of 2010 and 2023 American Com-
munity Surveys and 2025 Current Population Surveys (IPUMS). PEW RESEARCH CENTER
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egend has it that the Jade Emperor wanted to

give his subjects a calendar, and to help them

remember the year, he decided to name each
year after an animal. He decided that he would select
twelve animals for the honor; but which ones2 The Jade
Emperor announced that he would hold a Great Race,
and the first twelve animals to visit him would have the









