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The U.S. economy continues to charge ahead, thanks 

to tax cuts and deregulation, U.S. exports and state 

spending. The gross domestic product (GDP) number  

for the first quarter of 2019 surprised the very best 

analysts’ prognostications.  

A consensus of analysts polled pointed towards  

a growth rate of 2.3 percent, which in itself would have 

been an improvement over the fourth quarter of 2018.  

That actual number surprised pundits and provided 

some additional optimism for the markets.  

The strength of the labor market is increasing real  

wages as the market tightens. In the first quarter, 

180,000 jobs were added.  The increased household 

income is stimulating spending by consumers. This 

bodes well for the economy as more discretionary 

income means more spending on luxury items,  

travel and investing.  

The rebound in the stock market, after the way it ended 

2018, has helped the economy and bolstered optimism 

that the fundamentals still look strong to many experts. 

Also, strong exports, resulting from trade negotiations, 

have spurred the economy ahead.  Consumer spending 

picked up in pace in March.

The GDP number could have looked even stronger  

if not for some slowing in the residential real estate 

sector and the marginal impact of the government  

shut-down in January. There was also a reduction 

in consumer spending on light trucks, that slightly 

impacted the total GDP number.

It was government spending on infrastructure, 

at the state and local levels, that helped contribute  

to the positive growth number as well. That spending  

was up 3.9 percent during the quarter. This is all good 

news considering that there was apprehension about  

the pace of domestic growth only a few months back.  

According to Bloomberg; “Friday’s report showed net 

exports added 1.03 percentage point to growth while 

rising private inventories added 0.65 point. The combined 

boost of 1.68 point was the biggest in six years.”

U.S. First Quarter GDP of 3.2% 
Surprises Economists
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These figures are even more impressive in light of the 

slowing global economy and some back-and-forth  

trade tensions.  

The first quarter performance followed a gain of 2.2 

percent in the last quarter of 2018. It has also been 

helped along by the Federal Reserve’s decision to back 

off on interest rate increases this year. This was welcome 

news to Wall Street.

Economists Glummer on Second Quarter

Of course, the pessimists are not far off in the shadows 

and several economists are skeptical that second-

quarter GDP will be a repeat of the first quarter. Many 

are predicting growth in the 2 percent range.  Their 

reasoning is that the gains added through corporate 

While the gross domestic product (GDP) increases 

smartly in the U.S., the global economy is not  

experiencing the same success. The global economy 

is facing headwinds which are slowing it down and 

impeding continued growth. 

 

This was made public recently in a report prepared  

by the International Monetary Fund (IMF). The IMF is an 

organization made up of 189 countries who work together 

to promote monetary cooperation and financial stability, 

while facilitating international trade and economic growth. 

Their goal is also to reduce global poverty.

 

IMF Lowers Global  
Growth Estimate

orders to build inventories, along with gains from  

a falling trade deficit, will not only disappear in Q2,  

but may reverse.   

Most of the GDP number is made up of consumer 

spending and some economists believe that spending  

on items like household appliances, automobiles, 

furniture and consumer electronics will slow in the 

second quarter, after seeing some slow-down in Q1. 

Ironically, some of the economists who believe we will 

see slower growth the remainder of the year, believe  

that increased consumer spending that resulted from 

the tax cuts, will not be repeated. 

Economists can be wrong though, which is why the 3.2 

percent first-quarter GDP number surprised most of them. 

The IMF cut its forecast for global growth from its 

previous prediction of 3.5 percent to 3.3 percent for 

all of 2019. Why did this happen? What factors entered 

the picture to cast a more pessimistic tone to the 

group’s estimates of growth around the globe? 

In the organization’s World Economic Outlook for  

the year, the IMF calls for the weakest growth rate since 

the post-recession period in 2009. At that time, the world 

economy actually shrank. The IMF have adjusted their 

predictions downward three times in the past six months.  

Aimee Picchi, “U.S. economy hit the gas in the first quarter,” (2019, April 26), CBSnews.com, Moneywatch

Reade Pickert/Jeff Kearns, “U.S. Growth of 3.2% Tops Forecasts on Trade, Inventory Boost,” (2019, April 26), Bloomberg.com, Economics

Martin Crustinger, “U.S. economy grew healthy 3.2% in first quarter despite partial government shutdown,” (2019, April 26) USA Today/AP 
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Global trade of goods and services will increase by 3.4 

percent in 2019, which is a slower rate than last year. In 

January, the IMF had projected an increase of 4 percent 

for the year.  

There are several “stressed” economies around the 

world presently, according to the IMF. They are also 

considering the uncertainty revolving around Brexit. 

The IMF has cut its forecasts for several European 

countries where weaker domestic demand is softening 

and unrest in France factors in as well.  

The organization does credit the U.S. Federal Reserve,  

the European Central Bank and fiscal stimulus 

from China, which the IMF attributes with providing 

accommodative policies.  

The IMF’s chief economist says that trade tensions, 

between the U.S. and China, did weigh on the global 

economy at the end of last year, but there are some 

improvements to that stand-off and they are not 

including that variable in their projections going forward.  

Second half of 2019 and 2020 Could Be Better 

The IMF believes that as long as some of the 

accommodative polices remain stable, they see some 

of those stressed economies recovering by the end of 

2019. The group also forecasts growth in India despite 

any changes in leadership in the country.

Global growth should pick back up in the second half 

of 2019. The recent actions of the U.S. Federal Reserve 
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to put a hold on interest rate increases, the impressive 

U.S. job market and positive data from the Chinese 

manufacturing sector have all been encouraging signs 

to the IMF. 

On the plus side, the IMF foresees a recovery back  

to a growth rate of 3.6 percent for 2020. 

The IMF can only look at the data they have available 

to them from participating countries and cannot 

foretell the impact of unforeseen geopolitical events. 

Their predictions and forecasts are based on the best 

information available to them at the time of their report. 

 

If trade talks collapse or if Brexit is stalled, then the 

more optimistic numbers could be adjusted downward.  

Growth momentum is crucial and the economic policies 

of every country are important to the world economy. 

Andrew Mayeda, “IMF Cuts Global Growth Outlook to Lowest Pace Since Crisis,” (2019, April 9), Bloomberg.com, Economics

© 2019 FORMULAFOLIO INVESTMENTS, LLC.  ALL RIGHTS RESERVED. 5



About the 
Author

K Richard Douglas has worked in the financial services industry for 26 years,

with an additional 10 writing about financial and economic topics. He’s a

former series 9, 10, and 26 registered principal and series 6, 7, and 63

registered representative. Richard has held many financial service industry

designations, especially in the retirement planning and compliance

mechanism areas.

Disclaimer: Investment Advisory Services offered through Retirement

Wealth Advisors, (RWA) a Registered Investment Advisor. Austin

Wealth Solutions and RWA are not affiliated. Investing involves risk

including the potential loss of principal. No investment strategy can

guarantee a profit or protect against loss in periods of declining values.

Opinions expressed are subject to change without notice and are not

intended as investment advice or to predict future performance. Past

performance does not guarantee future results. Consult your financial

professional before making any investment decision. This information is

designed to provide general information on the subjects covered. It is

not, however, intended to provide specific legal or tax advice and

cannot be used to avoid tax penalties or to promote, market, or

recommend any tax plan or arrangement. Please note that Austin

Wealth Solutions and its affiliates do not give legal or tax advice. You

are encouraged to consult your tax advisor or attorney.

© 2019 FORMULAFOLIO INVESTMENTS, LLC.  ALL RIGHTS RESERVED. 6

Powered by TCPDF (www.tcpdf.org)

http://www.tcpdf.org

