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Broad Based Spending Declines in Q2 

Data released today showed that U.S. real GDP plunged 32.9% in the  

second quarter, the steepest annualized rate of decline in the 74 years in 

which quarterly GDP data have been available (top chart). Previously 

released monthly data left little doubt that a record would be smashed with 

today’s data release; the only question was the exact magnitude of the 

decline. In that regard, the plunge was not quite as severe as the 34.5% drop 

that the consensus forecast had anticipated. Nevertheless, this “miss” is 

simply a rounding error in a drop of this size. 

Parsing through the data reveals broad-based weakness in most of the 

spending components, which comes as little surprise given that the economy 

was more or less shut down from mid-March through mid-May. Real 

personal consumption expenditures (PCE) plummeted nearly 35%  

(middle chart), fixed investment spending fell nearly 30%, and exports 

collapse 64%. (The 53% drop in real imports minimized the drag on overall 

GDP growth from real net exports.) The only area of growth was the 17.4% 

rise in federal government spending, which largely reflects the 

administrative costs of the PPP loans that were extended during the quarter. 

The big drop in real GDP in the second quarter largely reflects the collapse 

in economic activity that occurred in late March and April. But monthly data 

show that the economy bounced starting in May. For example, real PCE shot 

up 8.1% in May, and nominal retail spending rose 7.5% in June relative to 

May. In nominal terms, shipments of non-defense capital goods, which are 

highly correlated with overall capital spending, was up 4.8% in June relative 

to its April low. In short, the economy entered the third quarter with a fair 

amount of momentum. Indeed, our current forecast looks for real GDP to 

grow at an annualized rate of roughly 18% in Q3. 

However, recent weekly indicators suggest that the economy is losing 

momentum again as COVID-19 cases have spiked in recent weeks. For 

example, initial jobless claims, which fell sharply in April and May, have 

moved sideways at an elevated level of 1.4 million per week recently. Chain 

store sales, which bounced sharply through June, have always moved 

sideways in recent weeks (bottom chart). 

Our forecast of continued growth in real GDP in Q4 and in 2021 is predicated 

on our assumption that a full lockdown of the economy à la March and April 

will not occur in coming weeks and months. We acknowledge that there may 

be restrictions re-imposed in localized areas, but we believe that governors 

will be under tremendous pressure not to return to a full state of lockdown. 

That said, the economic outlook at this time is dependent on the evolution of 

the pandemic, which remains highly uncertain. To paraphrase a well-worn 

phrase, the only certainty at this time is uncertainty.  

 

 

 

 

Source: U.S. Department of Commerce, Bloomberg LP and Wells Fargo Securities 
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U.S. Real GDP Nosedived in Q2-2020 
Real GDP fell at a record pace in Q2, but monthly data suggest that GDP should bounce in Q3. However, 
uncertainties related to the pandemic continue to cloud the outlook later this year. 

mailto:jay.bryson@wellsfargo.com
https://image.mail1.wf.com/lib/fe8d13727664027a7c/m/4/1855e99e-c93c-4719-b20e-61e4e0fa6317.pdf?utm_source=SFMC&utm_medium=email&utm_campaign=&utm_content=&utm_term=7230679&sid=1954577


 

 

Wells Fargo Securities Economics Group 

 

Jay H. Bryson, Ph.D. Chief Economist (704) 410-3274 jay.bryson@wellsfargo.com 

Mark Vitner Senior Economist (704) 410-3277 mark.vitner@wellsfargo.com 

Sam Bullard Senior Economist (704) 410-3280 sam.bullard@wellsfargo.com 

Nick Bennenbroek International Economist (212) 214-5636 nicholas.bennenbroek@wellsfargo.com 

Tim Quinlan Senior Economist (704) 410-3283 tim.quinlan@wellsfargo.com 

Azhar Iqbal Econometrician (212) 214-2029 azhar.iqbal@wellsfargo.com 

Sarah House Senior Economist (704) 410-3282 sarah.house@wellsfargo.com 

Charlie Dougherty Economist (704) 410-6542 charles.dougherty@wellsfargo.com 

Michael Pugliese Economist (212) 214-5058 michael.d.pugliese@wellsfargo.com 

Brendan McKenna International Economist (212) 214-5637 brendan.mckenna@wellsfargo.com 

Shannon Seery Economist (704) 410-1681 shannon.seery@wellsfargo.com 

Jen Licis Economic Analyst (704) 410-1309 jennifer.licis@wellsfargo.com 

Hop Mathews Economic Analyst (704) 383-5312 hop.mathews@wellsfargo.com 

Coren Burton Administrative Assistant (704) 410-6010 coren.burton@wellsfargo.com 

     
Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the 
U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp.  
Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not limited to,  
Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International Limited,  
Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.  
Wells Fargo Securities, LLC. is registered with the Commodities Futures Trading Commission as a futures commission merchant and is a 
member in good standing of the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodities Futures Trading 
Commission as a swap dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC. and  
Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative products, any of which may be discussed within this 
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.  
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability and 
revenue of the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general 
information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC 
assume any liability for any loss that may result from the reliance by any person upon any such information or opinions. Such information 
and opinions are subject to change without notice, are for general information only and are not intended as an offer or solicitation with 
respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity 
and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company © 2020 Wells Fargo Securities, LLC. 

Important Information for Non-U.S. Recipients 

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated 
investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services 
and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does 
not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and 
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be 
available. This report is not intended for, and should not be relied upon by, retail clients. 

 
SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE 


