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When the pandemic began to shut down global economies earlier this year, we all heard

some rather dire forecasts for what it could mean for economic activity, especially in

the second quarter. For sure, Q1 GDP statistics were already revealing negative

performances, sending an ominous signal that the worst was yet to come. Unfortunately,

the prognostications proved to be accurate, and Q2 produced record-breaking contractions

in GDP both in the U.S. and on the other side of the Atlantic. With U.S. and eurozone

economies cratering, the natural question is what comes next?

Before we can even think about Q3, let’s do a quick review of Q2. Statistically

speaking, there are some differences to how U.S. and eurozone GDP is calculated, but I

won’t go down that rabbit hole. Let’s keep it simple—the U.S. quarter on quarter (QOQ)

calculation is annualized, whereas the eurozone’s is not.
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OK, with that fun fact out of the way, let’s go to the numbers. U.S. real GDP has the

ignominious distinction of having the largest absolute negative reading, at -32.9% (-

9.5% on a pure QOQ basis). For the eurozone as a whole, the contraction was -12.1%, led

by Spain (-18.5%), France (-13.8%) and Italy (-12.4%). Germany did not escape a double-

digit negative performance (-10.1%), but it had the smallest contraction.

With respect to the eurozone, there is some divergence between Germany, and Spain and

Italy. Those two southern countries are key tourist destinations, so this development

should not be all that surprising. That industry was arguably the hardest hit not just

there, but on this side of the Atlantic as well.

In the U.S., personal consumption was down -34.6%, with services leading the way at -

43.5%. Investment wasn’t much better, with nonresidential and residential outlays down -

27.0% and -38.7%, respectively. What about all that fiscal stimulus, you ask? Total

government spending was up 2.7% but held in check by contraction at the state and local

level.
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ConclusionConclusion

Graphically speaking, it appears Q3 GDP numbers could be set for another V-shaped

outcome. However, our ‘it feels more like a U-shaped recovery’ thesis remains the more

reasonable case scenario. That being said, we can hope that we’re not gearing up for the

‘W’.

Here in the U.S., early Q3 real GDP estimates range from roughly +10% to +20%, which

could produce a record-setting performance, in a good way. Unfortunately, the crater is

so deep that even if growth does show this type of projected rebound, the economy still

has a long way to go to get back to pre-pandemic levels.

Unless otherwise stated, data source is Bloomberg, as of 7/31/20.Unless otherwise stated, data source is Bloomberg, as of 7/31/20.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)
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DEFINITIONSDEFINITIONS

Gross domestic product (GDP)Gross domestic product (GDP)  : The sum total of all goods and services produced

across an economy.
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