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An incongruous end to 2015 
At the end of this week the Bureau of Economic Analysis will 
publish the initial estimate for GDP in the final quarter 2015. 
The general expectation is that growth will be disappointing.  A 
weak outcome does not necessarily presage ongoing subdued 
economic activity. In the current cycle we have seen a number 
of quarters in which the rate of expansion in GDP was close to 
zero or even lower. And the underlying weakness of demand-
side indicators contrasts starkly with the very dynamic 
development on the labor market. A more coherent picture of 
the shape of the US economy at the end of last year will 
possibly only emerge in the course of data revisions. 

Following a solid performance in the two middle quarters of the year, the US 
economy probably expanded at an annualized quarterly rate of only around 1% 
in the final quarter 2015. A significant drag probably came from the ongoing 
cutbacks in inventory investment. Although this also resulted in a more 
moderate expansion in imports, the persistent weakness of exports suggests 
that foreign trade again made a negative contribution to growth. And the 
ongoing slide in energy-sector investment curbed the expansion of private 
fixed nonresidential investment. In addition, the trend in public-sector 
construction spending points to a more subdued increase in government 
spending. Private consumption has also lost steam. This was in part due to 
temporary factors, with relatively mild temperatures curtailing energy 
demand. The marked drop in industrial production was largely due to the 
decline in utilities output. 

The evidence for clearly subdued economic growth is hard to reconcile with 
the sharp acceleration in jobs growth seen in the fourth quarter. With the 
upward revisions for October and November and the increase of 292,000 in 
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December, an average of 284,000 jobs a month were created in the nonfarm 
sector – a good 100,000 more than in the preceding quarter. What is more, the 
increase in jobs in December was broad-based. Aggregate hours worked in the 
private sector rose by 0.5% on the preceding quarter or – looking solely at 
nonsupervisory employees – by a strong 0.7%. Although employment reacts to 
changes in economic activity with a time lag, our calculations show the 
highest correlation between the rate of change in hours worked and the 
contemporaneous and preceding period’s rate of change in real gross value 
added of the nonfarm business sector. Accordingly, assuming annualized 
growth of only 1% in real output, one would expect to see only a marginal 
increase in hours worked. 

Dips in labor productivity on a quarterly comparison are nothing unusual for 
the current cycle. However, it should also be borne in mind that the data 
available so far possibly understate economic activity. Hefty discrepancies 
between the labor market data and demand-side indicators are evident for 
instance in the construction sector, where aggregate hours worked in the 
fourth quarter rose by more than 3% on the preceding quarter (not 
annualized). This was the steepest increase since mid-2014. But at the same 
time (nominal) construction spending in October and November was only 0.4% 
up on the level seen in the third quarter. Against this backdrop, a subsequent 
upward revision of this demand component looks very likely.  

For the current quarter there are no “hard” indicators available as yet. 
However, initial survey results for January support our view that that US 
economy can notch up growth of 2½% (annualized rate). For instance, the 
consumer sentiment index compiled by der University of Michigan improved 
further despite the sharp swings on the financial markets. This underpins our 
expectation that the spending leeway fueled by solid real income gains will 
also be exploited in the coming months. At the same time, the upbeat 
sentiment still prevailing among homebuilders and the fact that, at the end of 
2015, building permissions were a good 8% higher than housing starts, suggest 
that residential construction is set to remain on an upward path. Housing 
starts remain well below their longer-term average. Finally, we should bear in 
mind that government spending this year is poised to make the first tangibly 
positive contribution to growth since 2009, with Congress having agreed to 
raise the federal budget spending ceiling in early November.  

Against this backdrop, the rebound in the purchasing managers’ index 
(Markit) for the manufacturing sector is a positive. According to provisional 
figures, a brighter assessment of new orders and production contributed to the 
recovery. Domestic demand is evidently providing the sector with adequate 
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support despite the ongoing adjustment in the energy sector and the awkward 
external backdrop with the steep rise in the effective exchange rate of the US 
dollar. Nonetheless, any further appreciation would make life very difficult.  

 

 

 

These assessments are, as always, subject to the disclaimer provided below.  

ABOUT ALLIANZ  
Together with its customers and sales partners, Allianz is one of the strongest financial communities. About 
85 million private and corporate customers insured by Allianz rely on its knowledge, global reach, capital strength 
and solidity to help them make the most of financial opportunities and to avoid and safeguard themselves against 
risks. In 2014, around 147,000 employees in over 70 countries achieved total revenues of 122.3 billion euros and an 
operating profit of 10.4 billion euros. Benefits for our customers reached 104.6 billion euros. 
This business success with insurance, asset management and assistance services is based increasingly on customer 
demand for crisis-proof financial solutions for an aging society and the challenges of climate change. Transparency 
and integrity are key components of sustainable corporate governance at Allianz SE. 

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 
The statements contained herein may include prospects, statements of future expectations and other forward-
looking statements that are based on management's current views and assumptions and involve known and 
unknown risks and uncertainties. Actual results, performance or events may differ materially from those expressed 
or implied in such forward-looking statements.  
Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and 
competitive situation, particularly in the Allianz Group's core business and core markets, (ii) performance of 
financial markets (particularly market volatility, liquidity and credit events), (iii) frequency and severity of insured 
loss events, including from natural catastrophes, and the development of loss expenses, (iv) mortality and morbidity 
levels and trends, (v) persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) 
interest rate levels, (viii) currency exchange rates including the euro/US-dollar exchange rate, (ix) changes in laws 
and regulations, including tax regulations, (x) the impact of acquisitions, including related integration issues, and 
reorganization measures, and (xi) general competitive factors, in each case on a local, regional, national and/or 
global basis. Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist activities 
and their consequences.  

NO DUTY TO UPDATE 
The company assumes no obligation to update any information or forward-looking statement contained herein, save 
for any information required to be disclosed by law.  


