
ECONOMIC HIGHLIGHTS
The U.S. economy has rebounded more strongly than many 
expected. In the second quarter, GDP fell by a record annual 
rate of 31.6% but is expected to bounce back in the third 
quarter by another record annual rate of 34.6% (Chart 1). 
Much of this snapback is driven by a strong rebound in 
unemployment, with 52% of the jobs lost during the onset of 
the pandemic having been recovered (Chart 2). Additionally, 
spending on goods has completely rebounded with help 
from massive government spending and relief programs. 
Very low interest rates are also helping rate-sensitive sectors 
like vehicle and home sales.

This quick snapback in the economy, historically faster than 
most past post-recession periods, may have to do with the 
type of recession we are experiencing. Past recessions were 
often due to bubbles in asset classes (housing, tech stocks). 
This one was due to a mandated nationwide lockdown of 
the economy, at a time the economy was humming on all 
cylinders.

But most of the rebound so far has been easy gains as many 
businesses have reopened. But many businesses have not 
reopened or have only partially reopened due to social 
distancing requirements. It is showing up in the data; the 
purchase of goods is stronger than before the pandemic, 
while the purchase of services, which is subject to social 
distancing requirements, is slower (Chart 3). Growth in Q4 
is expected to be much slower than Q3 (Chart 4). And, there 
are concerns. A phase 4 fiscal relief bill is needed. Without 
it, along with the uncertainty of the pandemic’s path, there 
is greater risk to the economy, especially with temporary 
layoffs becoming permanent.
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COVID-19 
National number of cases and hospitalizations are 
increasing in parts of the U.S. While fatalities are 

currently dropping, we could see an increase in coming 
weeks. We are all keeping our fingers crossed there will 

not be a surge as we enter autumn months.1

HOUSING
Demand for housing has surged. Housing starts 

have rebounded to one of the highest levels 
since 2006. It is poised to be a strong part of 
the economy as pent-up demand is being met 

with record-low interest rates.5

U.S. ELECTION
With the president testing positive for 

COVID-19, the last few weeks of campaigning  
will be upended. Depending on the outcome of 

the diagnosis, the markets may be volatile.

LABOR

Growth in the labor force has been much 
stronger than economists believed just a 
few months ago when they thought the 

unemployment rate would drop to 11.0% by 
year end. It now stands at 7.9%.2

INFLATION

Supply chain problems and some shortages, 
along with increased costs of running a 

business during a pandemic, have kept price 
pressures higher. After these technical issues 

are resolved, inflationary pressures are 
expected to decline.

THE FED
The Fed will no longer have a firm target of 
2.0% on inflation. Now, the Fed will seek 

inflation that averages 2.0% over time. This 
should allow the unemployment rate to fall 
further and interest rates to stay low for a 

longer period of time.3

STOCK MARKET

Since the market lows this spring, high-flying 
tech stocks have been the driving force of the 

S&P 500.4
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CHART 1: GDP Q3 FORECAST
Atlanta Fed GDPNow™ Forecast, %
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CHART 2: NONFARM PAYROLLS
Millions, Seasonally Adjusted
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CHART 3: PERSONAL CONSUMPTION
$, Trillions, Seasonally Adjusted Annual Rate, Chained 2012 Dollars
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CHART 4: GDP
% Change, Quarter-Over-Quarter
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Index Definitions
The Standard & Poor’s 500 Index (S&P 500) is a market capitalization-weighted index of 500 common stocks chosen for market size, liquidity, and industry group 
representation to represent U.S. equity performance.

Footnotes
1The COVID Tracking Project
2Blue Chip Economic Indicators
3The Federal Reserve Bank
4The Standard & Poor’s 500 Index
5U.S. Census Bureau


