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Executive Summary

• Low taxes, energy costs, and government regulation are a boon to small business sentiment. 

Because the latter account for approximately 40% of all US employment and arguably are the 

most dynamic entities in the labor market. Our 2025 outlook has turned dramatically positive 

since the Election. 

• During President Trump’s first term, small business optimism soared, averaging a record 

reading of 113.4 including the pandemic year. This is the highest average reading for any 

President, Republican or Democrat. As we demonstrate in the following half dozen slides, the 

economy’s “animal spirts” have been rejuvenated, which is the primary reason we are 

projecting 3%-plus real GDP growth and a resumption of lower inflation by the middle of next 

year toward 2%.

• As we discussed in an earlier note, Five Pillars of Trumponomics 5.0, uncertainty around the 

Fed’s policy response to the incoming Administration’s legislative actions is potentially the 

biggest known risk in 2025. We worry that the Fed’s Phillips Curve/Output Gap driven approach 

to policymaking, which focuses nearly exclusively on the demand-side of the economy, will 

keep interest rates higher than they otherwise should be.

• In the meantime, the expectation of pro-growth supply-led policies should keep the economy 

expanding at a solid pace and put a floor under asset prices.
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Small Business Optimism

Source: NFIB, Haver, SMBC Nikko
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Percent of Firms Planning to Make Capital Outlays

Source: NFIB, Haver, SMBC Nikko

15

20

25

30

35

15

20

25

30

35

14 15 16 17 18 19 20 21 22 23 24 25

% %



4

Percent of Firms Expecting Economy to Improve

Source: NFIB, Haver, SMBC Nikko
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Percent of Firms Expecting Higher Real Sales in 6-Months

 

Source: NFIB, Haver, SMBC Nikko
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Percent of Firms Reporting Now is a Good Time to Expand

Source: NFIB, Haver, SMBC Nikko
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Disclaimers

This document is provided by SMBC Group (including, collectively or individually, Sumitomo Mitsui Banking Corporation, SMBC Nikko Securities America, Inc., and 
their affiliates, as applicable) for informational purposes only, solely for use by the client(s) or potential client(s) to whom such document is directly addressed and 
delivered. This document was prepared by SMBC Group’s economist(s).  The views, statements, assumptions, and forecasts expressed herein are those of the 
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representations as to its accuracy or completeness. In some cases, such information may be incomplete or summarized. This document has been prepared based 
on assumptions and parameters determined by the economist(s) in good faith. The assumptions and parameters used are not the only ones that could have been 
selected, and therefore no guarantee is given as to the accuracy, completeness, or reasonableness of any such quotations, disclosures, or analyses.  Past 
performance is not a reliable indicator of any future results.

This document has been prepared for and is directed at institutional investors and other market professionals, and is not intended for use by retail customers.  It
does not take into account any specific investment objective, financial situation, or particular need of any recipient.  The information contained herein should, for 
whatever purpose, be used solely at the discretion and responsibility of the recipient. SMBC Group does not accept any liabil ity or responsibility for any results in 
connection with the use of such information.  Recipients are responsible for making final investment decisions and should do so at their own discretion following their 
own independent analysis and assessment of the merits of any transaction prior to execution, after conducting a careful examination of all documentation delivered, 
explanatory documents pertaining to listed securities, prospectuses, and other relevant documents. The financial instruments discussed may be speculative and may 
involve risks to principal and interest.
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Group may seek to do business with the companies mentioned in this material and the trading desks may accumulate, be in the process of accumulating or have 
accumulated, long or short positions in the financial instruments mentioned and may have acquired them at prices no longer available. The trading desks may also 
have or take positions inconsistent with the views expressed in this document or may have already traded on those views.  
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of authors may differ from one another.
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