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According to the advance es mate, real US
gross domes c product (GDP) grew at an
annualized rate of 33.1% in the third quarter
(modestly above the consensus es mate of
32.0%), following a 31.4% annualized decline
in the second quarter. Third quarter GDP
growth was by far the largest annualized gain
on record but followed the largest annualized
decline in GDP on record in the second
quarter, in what has been a highly vola le
year for the economy due to the pandemic.
Personal consump on expenditures rose 40.7% in the third quarter on an annualized
basis, following a 33.2% decline in the second quarter and a 6.9% decline in the ﬁrst
quarter. Despite a strong rebound in economic ac vity and consumer spending in the
third quarter, GDP remains well below pre-pandemic levels. In the third quarter, the
economy recovered about 80% of the economic output that was lost in the second
quarter, leaving nominal GDP about 2.7% lower than the end of 2019. The consensus
es mate for fourth quarter GDP growth is 4.0%, and the pace of growth is expected to
steadily decline throughout next year. In our view, there may be downside risk to fourth
quarter GDP es mates given a resurgence of the virus and an ongoing delay in addi onal
ﬁscal relief. We believe the path to a full recovery will be bumpy, but we remain
op mis c about con nued progression toward therapeu cs and a vaccine for the virus
which we believe will help propel the economic recovery next year.
Financial market vola lity was elevated this week, as mul ple economic risk factors and
unknowns are colliding simultaneously: a resurgence of the virus in the US and abroad,
an unclear outlook for addi onal ﬁscal relief, and the upcoming US Presiden al elec on.
The Cboe Vola lity Index (designed to be an es mate of expected vola lity in the S&P
500 index) and the ICE BofA MOVE Index (a measure of U.S. Treasury yield vola lity)
were both near their highest levels since June this week. The S&P 500 index is down
more than 6% week-over-week (at the me of this report). With just days to go un l the
elec on, we expect vola lity to remain elevated next week. Notably, we believe the
Federal Reserve remains poised to provide liquidity and support to the ﬁnancial markets
if necessary.
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