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Executive Summary

Second-quarter GDP data was released since the last ITR Trends Report™. We knew conditions were bad, but the results were worse than 
we anticipated. The GDP figure is the lowest in five years. Think about that. Five years of GDP growth effectively wiped out in just six months 
(combining 1Q20 and 2Q20 results). Second-quarter GDP was down 9.5% from the second quarter of 2019 (measured in constant dollars). This 
is the steepest year-over-year decline since 1946. Our Senior Business Advisor, Alex Chausovsky, just recorded a great TrendsTalk on how to put 
this result into perspective with the seasonally adjusted annualized rate figure frequently cited in the media. Alex also addresses how the US 
result compares to the EU.

The more-severe-than-projected 2Q20 result necessitated a downward revision to our pre-COVID-data outlook. Here are some aspects of our 
forecast that did not change, and some that did change.

Unchanged highlights from the prior outlook include:

1. 2Q20 is still expected to be the low for GDP (quarterly data).
2. That means you should be seeing – or soon will be experiencing – some recovery in your business if you move approximately 

coincident to GDP.
3. You should have already felt the improvement as you passed through midyear if you tend to move through business cycles ahead of 

GDP.
4. The 12/12 low is still expected to occur during 1Q21.
5. Recovery is probable for 2021, with ongoing rise in 2022 (unchanged from the prior outlook).
6. The single biggest risk to the near-term rise remains a second wave of COVID-19 that causes governors and other governments to 

shut down their economies again. While we have seen some rollbacks, the type of shutdowns that occurred in March/April have not 
recurred.

7. The single biggest health-related risk for 2021 is our assumption that a vaccine will be available beginning in 1Q21.
8. An upside risk to the forecast is that results will come in above our forecast because we are underestimating the upside impact of the 

fiscal and monetary policy stimuli. Specifically, we intentionally left some upside potential out of the forecast for 4Q20 as a result of 
“COVID Concerns” we have related to a second wave.

Changes in the forecast highlights from the prior outlook include:

A. The GDP forecast values (quarterly data) are lower because of the deeper hole we find ourselves in. For the remainder of 2020, we 
decreased the quarterly data points by an average of 4.6% relative to the prior forecast. For 2021, the average decline in 3MMA values 
is 4.1%. The change decreases to 2.9% for 2022 and to 1.9% for 2023.

B. We are projecting that the recovery from the downturn will not be complete until 3Q22. This is essentially a year later than we 
previously forecasted, also because the 2Q20 hole is simply so deep. 

C. We raised the projected year-over-year gains for 2022 and 2023 because of an improved measurement and deeper analysis of the 
consequences of the fiscal and monetary policy stimulus packages. The average growth-rate increase is 1.3 percentage points for 2022 
and 1.0 percentage points for 2023.

D. We are now calling for a 1Q23 decline in GDP. The decline will not turn into a recession. The one quarter of decline reflects our 
concerns for the stock market in 2022-23 and the potential for a shift in thinking in the body politic regarding taxes and spending.

BY: BRIAN BEAULIEU

GDP: Climbing Out of the Hole

GDP OUTLOOK
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ITR LEADING INDICATOR DASHBOARD UPDATE

The ITR Leading Indicator™ turned upward with the July 2020 data.  Our analysis suggests that the June low, which is still classified as tentative, 
will hold. We now have 9 of the 12 leading indicators in ascent on our primary Leading Indicator Dashboard.

Not yet ready to signal “Rise” for our Dashboard but an encouraging change is the year-over-year increase in Single-Family Housing Permits. June 
2020 permits came in 11.3% above the June 2019 level. Coupled with the strong Retail Sales data for June, this is another sign that the consumer 
has more than a pulse; they are out in the economy making things happen.

The table below presents our revised GDP forecast (adjusted for inflation):
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US Computers & Electronics New Orders Billions of Dollars, NSA

RATE-OF-CHANGE

OVERVIEW

DATA TREND

HIGHLIGHTS

The June US Computers and Electronics New Orders 
12MMT came in at $285.3 billion, up 0.3% from one 
year ago and within the forecast range. The forecast is 
unchanged. We expect the 12MMT to generally decline 
into early 2021; subsequent rise will extend through at 
least year-end 2022, setting post-Great Recession highs 
throughout 2022.

Declining US Corporate Profits With Capital Consumption 
Adjustments suggest New Orders business cycle decline 
is likely to extend into at least the first half of 2021; faced 
with lower profits, businesses will likely curtail spending. 
The ITR Retail Sales Leading Indicator™ suggests 
consumers are also likely to pull back on spending. 
Despite potential gains from the purchase of work-from-
home equipment, shutdowns and slowed reopenings will 
contribute to decline in New Orders this year.

Ask an Analyst Data Methodology

LINKS

Be intentional and selective in your 
pursuit of business in this market; 
the Nondefense Communications 
Equipment component, for example, 
was up 4.6% year-over-year (12MMT 
basis) in June.

ITR MANAGEMENT OBJECTIVE

• The 12MMT is virtually flat; expect general decline 
into early 2021

• New Orders will return to record-high territory 
during 2022

2021:

2020:

2022:

12/12 12MMT

 1.6% $283.0

-2.0% $278.6

 4.1% $294.6

FORECAST

• Leading indicators suggest softening on the business-
to-business and consumer sides of New Orders into 
2021
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