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4 graphs that capture U.S. and

ConstructConnect-OE’s GDP projections on
the mark

Government statistical agencies in both the U.S. and
Canada have recently been putting the finishing touches
to their estimates of gross domestic product (GDP)
growth (or, rather, lack thereof) last year.

The most recent calculation of the U.S. GDP con-
traction in full year 2020 versus full year 2019 places it
at -3.5%. During the quarters of last year, Q2 and Q3
displayed the wildest swings, -31.4% q/q annualized,
followed by +33.4% also q/q annualized. The fourth
quarter closed out the year with a gain of +4.3%, q/q annualized.

‘Annualized’ means taking the quarter-to-quarter change and
projecting it out (or, in other words, assuming it holds true) over a
full 12-month period. There’s a compounding aspect, but it gener-
ally yields a result not much different from multiplying by four.

By the way, the GDP results referred to in this article are based
on ‘real’ or ‘constant’ dollars that factor out inflation from ‘current’
dollars.

For Canada, 2020’s GDP results were even more dismal than in
the U.S., -5.4% for the full year compared with full year 2019. On
a quarterly basis, Q1’s -7.5% (annualized) deteriorated to -38.5%
(also annualized) in Q2. But the bounce back in Q3 was prodi-
gious, +40.6%. And Q4’s GDP increase was a sterling +9.6%.

ConstructConnect’s Spring 2021 Forecast Report, published
in January of this year, and worked on jointly with Oxford Eco-
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Canadian GDP growth (Part I)

nomics, a world leader in econometric modeling,
included 2020/2019 GDP estimates for the U.S. and
Canada of -3.5% and -5.5% respectively. It appears
those projections were remarkably accurate.

For 2021/2020, our latest numbers on GDP change
are +4.2% for the US. and +4.0% for Canada. For
2022/2021, the speed in GDP pickup will swing in
Canadas favor, +4.0% to America’s +3.4%. It should be
mentioned, though, that +3.0% or more for GDP in any
year is praiseworthy.

And how is such strong growth to be achieved? We
now turn to the next set of graphs on savings rates.

To be continued in Economy at a Glance, Vol. 17, Issue 56.

For more articles by Alex Carrick on the Canadian and U.S. economies, please
visit: www.constructconnect.com/blog.
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5.0% 1%
1%
4.0% 3-8%3 59
o
S aou P g U.S. 'Real' GDP Growth Q/Q
e - 2-2"/"1 8% : Annualized:
o 2.0% == 2017
>
[ Ql=+2.3%
e Q2=+1.7%
w
: 0.0% Q3=+2.9%
> Q4 = +3.9%
<109
8, 1.0% 2018
§ -2.0% Ql=+3.8%
S ) Q2=+2.7%
2 -3.0% Q3 =+2.1%
-4.0% -3.5% Q4 =+1.3%
2019
oo 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 1 20 CRSRE
e ’ ? Q2=+1.5%
o
g'ﬂ- 72.0% Q3 =+2.6%
58 . 69.1% Q4 =+2.4%
§-“5 69.5% 2020
w o Ql=-5.0%
5 -:E 67.0% Q2 =-31.4%
£ -
2 me 64.5% In 2000, U.S. personal consumption expenditures (PCE) as a share of Q3 =+33.4%
2R o45% Q4 = +4.3%
5 2 GDP were 66%. They have since climbed close to 70%. TR
v 62.0%
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

Year

The figures in the shaded blue box are Q/Q annualized (i.e., essential
since 1946 when weaponry production was winding down afte

‘Real’ is after adjustment for inflation.
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Data source: Bureau of Economic Analysis (BEA)/Chart: ConstructConnect — CanaData.

Graph 2: Canada ‘Real’ GDP Growth,Y/Y & Q/Q
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These outsized percentages are somewhat misleading because they are the quarter to quarter changes
annualized (i.e., essentially Q/Q multiplied by four). The official annual figure for full year 2020 was -5.4%.
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In 2000, Cdn 'household consumer spending' was less than
50% of GDP; by 2020, it was around 56%.
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Continued from Economy at a Glance, Vol. 16,
Issue 55.

Savings to allow surrender to an
indulgence or two

To their credit (and for the moment, at least,
setting aside concerns about the longer-term con-
sequences of huge public sector debt expansions),
Washington and Ottawa have been responsive to
the plights of the millions of individuals thrown
out of work by the coronavirus crisis. Income sup-
port measures and unemployment insurance top-ups have
been plentiful.

Total earnings levels nationally have been saved from the
devastation that was first feared.

For those workers who have hung on to their employ-
ment through the hard times, in some instances there have
been nice pay raises to compensate for extra efforts made
and more hazardous work conditions encountered.

Additionally, there have not been the same opportunities
to spend as freely as in the past. Various waves of lockdowns
have cut into the ‘normal’ pleasures of eating out, attending
live sporting or concert events, vacationing on some far-off
balmier shore and so on.
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Consequently, there have been surges in the
‘savings rates’ of the U.S. and Canada and other
countries as well, as illustrated in Charts 3 and 4.

With the logistics of vaccine deliveries
becoming increasingly efficient, and coverage rip-
pling outwards faster, we're on the cusp of breaking
free from COVID-19’s headlock.

When the breech occurs, the initial partying
may be somewhat muted — few of us are going
to forget the hazards of the past year overnight —
but the means will be available to surrender to an
indulgence or two.

For more articles by Alex Carrick on the Canadian and U.S. economies, please
visit: www.constructconnect.com/blog.
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Graph 3: Personal Savings Rate in the U.S.
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The savings rate has remained high, signaling there are substantial sums
available for expenditures once the coronavirus crisis recedes.
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Data source: Bureau of Economic Analysis/Chart: ConstructConnect — CanaData.

Graph 4: Household Savings Rate in Canada
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The savings rate has remained high, signaling there are substantial sums
available for expenditures once the coronavirus crisis recedes.
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