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Data Release: American economy is growing like gangbusters, with real GDP increasing 5% in the 
third quarter 

 Real gross domestic product rose by 5% annualized in the third quarter according to the BEA's 
final estimate. This was ahead of the consensus estimate for 4.3% and the strongest single 
quarter of growth since the third quarter of 2003. 

 The majority of the upward revision was to private domestic demand (spending by households 
and businesses). Personal consumption expenditures (PCE) were revised up from 2.2% to 3.2%. 
All of the components of personal spending were moved up, but the biggest upward revision was 
to services, which rose to 2.5% (from 1.2% previously). Fixed investment was also revised up 
across the board, with the total increasing to 7.7% (from 6.2% previously). 

 Exports and imports were both revised downward (exports to 4.5% from 4.9%, and imports to -
0.9% from -0.7%), but the overall trade deficit remained unchanged. 

 Inflation as measured by the GDP price index was up just 1.4% (annualized) in the third quarter. 
Consumer price inflation as measured by the PCE price index rose 1.2% (annualized). 

Key Implications 

 Wow is all we can say. The better than-expected performance in the third quarter continues a 
pattern of upward revisions for U.S. economic growth. Even better, the revisions are the result of 
more buoyant domestic demand. This is the stuff that self-sustaining growth is built on. 

 Overall economic growth may not be quite as swift in the final quarter of the year. The current 
tracking for real GDP growth is around 2.5%. The number, however, is better than the headline 
suggests. A slowdown in government spending and drag from net exports may weigh on the 
headline number, but spending by households and businesses continues to track above 3.0%. 

 After all is said and done, 2014 is looking like a fairly decent year, with growth averaging around 
2.5%. The setback in the first quarter was truly temporary and made up for by robust growth in 
the second and third quarters. With job growth gaining speed and wages rising, 2015 looks even 
better. We continue to expect growth of around 3.0% through the year, with consumer spending 
and business investment leading the way. 
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