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IS THE US ECONOMY 
LOSING STEAM?
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THE
BLACKWELL
ADVANTAGE

BLACKWELL GLOBAL

Blackwell Global is a global brokerage, aiming to be 
the most trusted financial service provider. We are 
committed to transparency, integrity and service 
excellence.

Founded in 2010, we now have global presence in 
over 90 countries, with main offices in the separately 
regulated markets of Australia, Cyprus, New Zealand 
and the United Kingdom.

We believe that sound investment and trading decisions 
begin with a strong grounding in financial education. 
Our goal is to make this available to everyone - and this 
free eBook is part of that commitment. 

To find out more about Blackwell Global, please visit: 
www.blackwellglobal.com

blackwellglobal.com

N O V E M B E R  2 0 1 8

http://www.blackwellglobal.com
http://blackwellglobal.com


PAGE 2

IS THE 
TIDE SET 
TO TURN?

FOREWORD

In recent years, the US economy has been an 
undeniable success story. The level of economic growth 
has outperformed other major economies.

However, nervousness has gripped the financial markets 
of late. US stocks have seen a selloff, while the Federal 
Reserve has seemingly given itself more flexibility to slow 
its interest rate hiking cycle.

In this eBook, we’ll analyse the performance of the US 
economy in 2018 (so far). We’ll also explore its prospects 
for the next few months.

Patrick Latchford
CEO, Blackwell Global Investments (UK) Limited
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THE 
YEAR 
SO FAR

GROSS DOMESTIC PRODUCT

Gross Domestic Product (GDP) measures the overall size of a 
nation’s economy. It is the broadest measurement of its output of 
goods and services.

Broadly speaking, GDP is calculated by taking the production value 
of goods and services, minus the value of the goods and services 
needed for production.

GDP is typically measured across three-time frames: monthly, 
quarterly and annually. Most economies track and compare GDP 
growth across these time frames to establish a clear short-term 
and long-term picture.

US GROWTH IN 2018

In the first two quarters of 2018, we saw an aggressive expansion 
of the US economy. With a number of tax cuts, sturdy customer 
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and business spending and unemployment hitting a 48-year low, 
the economy ‘heated up’.

RECENT US GDP DATA

Recently, US GDP data has been published for the second half of 
2018.

Firstly, we have the revised US GDP data for the third quarter. This 
is unchanged from October’s advanced estimate, coming in at 
3.5% (annual rate) for the quarter.

Though the headline figure is unchanged, the revised data shows 
a clear difference in how certain sectors of the US economy are 
performing.

Initially, let’s consider household spending - which is the most 
important factor that drives GDP. In October’s advanced estimate, 
household spending in the third quarter had grown by 4%. 
However, in the revised data, this has been amended to 3.6%.

In addition, the growth in both local and state government 
spending was revised down to 2%, compared to the original 
estimate of 3.2%.

Despite these metrics being revised downwards, levels of business 
investment were revised upwards from October’s advanced 
estimate.

For instance, investment in equipment was flatlining in October’s 
report. However, this has now been revised to 3.5% growth. 
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Meanwhile, spending on business structures fell by only 1.7% 
(rather than the originally reported 8%).

There was also an upward revision in the production of inventories 
to $86.6 billion (originally $76.3 billion). US plans to increase 
import tariffs on Chinese products in January 2019 has clearly 
encouraged businesses to secure inventories before January 2019.

While exports fell by 4.4%, which is slightly more than expected, 
imports remained almost unchanged at 9.2%. Remember - an 
increasing trade deficit can actually drag on GDP.

CORPORATE PROFITS

Another sign of robust US business performance comes from 
corporate profits data. The annual increase in US corporate profits 
has hit its highest rate in six years. By September 2018, profits had 
rocketed by 10.3% in comparison to the previous year.
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WHAT TO 
EXPECT 
NEXT

EXPECTATIONS FOR Q4

With six months of positive growth, the US economy is on track for 
an overall expansion in 2018. Specifically, the year should top 3% 
for the first time since 2015. 

However, many economists expect the US economic growth to 
slow in both Q4 of 2018 and Q1 of 2019. 

There are two primary reasons for this. 

Firstly, the Trump administration’s approach to global traders is 
making business and investors anxious. In particular, ongoing 
trade talks between the US and China is creating uncertainty. 

Plus - there’s a threat of further tariffs and counter-tariffs from 
both the US and Chinese governments. If there’s a further 
escalation in tariffs, we could see certain US sectors face increased 
costs. 
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Secondly, the fiscal stimulus of President Trump’s tax cuts will 
inevitably start to fade for businesses as we move into 2019.

Having said all of this, it’s important to emphasise that the US 
economy is still likely to grow at a healthy rate. Estimates from 
JPMorgan Chase forecast that GDP growth will be 2.5% in Q4 2018 
and 2.2% in Q1 2019.

REACTION OF THE FED

But the market’s nervousness has seemingly made the Federal 
Reserve manoeuvre to give itself more flexibility.

At the time of writing, the Federal Reserve is in a cycle of hiking its 
benchmark interest rate in response to its expanding economy. 

As recently as September 2018, one further rate hike in December 
2018 and three further hikes in 2019 were viewed by most 
economists as likely.

However, recent minutes from the FOMC suggest a more flexible 
monetary policy path for 2019 after a hike in December 2018. In 
other words, the Federal Reserve is giving itself room to slow its 
hiking cycle.

blackwellglobal.com

http://blackwellglobal.com


PAGE 9

READ
OUR FREE 
TRADING
GUIDES
TAKE ME THERE

https://www.blackwellglobal.com/free-trading-guides/


PAGE 9

WHY
BLACKWELL 
GLOBAL?

We can’t pretend that is easy to become a successful trader. But 
we are here to help and support you as you make your trading 
journey, providing dedicated resources such as our demo trading 
accounts and regularly published research materials.

Founded in 2010, Blackwell Global was established to offer 
brokerage solutions for private and institutional clients. Blackwell 
Global is a Straight Through Processing or STP broker who provide 
their clients with superior liquidity and price feeds from top 
international banks. These are offered alongside 24-hour technical 
support, market research tools, educational materials, professional 
partnership programmes and fully integrated trading platforms.

We offer access to multiple asset classes including more than 
60 currency pairs, precious metals and other contracts for 
differences. As a global broker, we are always striving to achieve 
excellence in our customer service, as well as developing 
innovative technology to support our customers needs.
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Today, the Blackwell Global group of companies has a presence in 
over 90 countries. To find out more about Blackwell Global please 
go to: www.blackwellglobal.com

Or contact Customer Support:

Tel: +44 (0)20 7397 3781
Email: cs@blackwellglobal.com

Risk Warning: Forex and CFDs are leveraged products and 
involve a high level of risk and can result in the loss of all your 
invested capital. At the time of publishing this informational 
material, 76% of retail investor accounts lose money when trading 
CFDs with Blackwell Global Investments (UK) Limited. Therefore, 
Forex and CFDs may not be suitable for all investors, so please 
consider your investment objectives, level of experience, financial 
resources, risk appetite and other relevant circumstances carefully. 
Seek independent advice if necessary. Please consult our full 
risk disclosure and make sure you understand the risks before 
entering any transaction with Blackwell Global Investments (UK) 
Limited.

Disclaimer: The report provided by Blackwell Global Investments 
(UK) Ltd is meant for informative reading and should not be 
relied upon as a substitute for extensive independent research 
and is no guarantee of a successful trading outcomes. The 
opinions expressed in this eBook are do not take into account any 
particular individual’s investment objectives, financial situation, or 
needs, and should not be interpreted as financial advice nor an 
encouragement to trade any investment product.
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