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Historic slumps 
 

As expected, the second quarter growth figures were devastating. 

However, despite rising numbers of infections in the USA, economic 

indicators signal a clear turnaround for the third quarter. 
 

 

As expected, the US economy recorded the 

sharpest decline in Q2 since collection of 

quarterly data began in 1947. At 32.9% 

(annualised, quarter-on-quarter), the decline 

was somewhat smaller than that forecast by 

analysts (consensus: -34.5%). The slump hit 

investment particularly hard, along with 

private consumption. 

Although the USA's past-quarter downturn is 

historic, it is a look in the economic rear-view 

mirror. Of greater importance however, is 

what happens next. Details of the latest GDP 

figures certainly reveal some positive aspects 

with a view to coming quarters. The 

noticeable decline in inventory investments, 

for example, suggests we will see a strong 

countermovement in that area. We can also 

feel confident about investments in machinery 

and equipment. These fell so sharply in Q2 

that a resurgence is likely as soon as the 

current quarter. This assumption is backed by 

order intake for durable goods, which in June 

had already recovered 50% of the decline 

suffered in March and April. 

The outlook for construction investment has 

also brightened noticeably of late, with private 

consumption also expected to increase 

considerably between July and September. 

 

 

USA: No collapse in consumption despite sharp 

rise in new infections 

 

Sources: OpenTable, Google, BANTLEON 

Although the significant increase in the 

number of new infections in July has recently 

dampened consumer spending, there is no 

question of another slump. Some high-

frequency economic data even suggests that 

consumers are adapting to the current 

circumstances rather than forgoing shopping 

altogether (see figure above). We thus 

consider GDP growth of around 25% 

(annualised) likely in Q3, followed by a 

further increase in the final quarter of 2020. 

Eurozone GDP contracted by 12.1% in the 

second quarter (q-o-q), following a 3.6% 

contraction in Q1. The drop was less dramatic 

than anticipated at the peak of the pandemic 

in April and the spread between individual 

countries narrower than assumed. For 

instance, the Q2 GDP decline for those 

countries whose figures have already been 
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published ranged between 10.1% (Germany) 

and 14.1%. Spain, whose economy has been 

dealt the hardest blow thus far by the 

pandemic, was the sole exception to this. 

Spanish GDP contracted considerably in Q2 – 

by 18.5%. That country posted a decline of 

almost 25% for the first half of 2020. France 

ranks second with a cumulative decline of 

almost 20% for the first two quarters. Only 

then do Italy and Portugal appear, each 

having lost at least 17%. Germany fared 

better, with a decline of around 12% for that 

period. The virus crisis has wreaked the least 

economic havoc so far on the Netherlands and 

Finland, and, somewhat surprisingly, Greece 

(see figure below). 

Eurozone: Spain suffers the most from pandemic 

 

* Forecast BANTLEON | Sources: Eurostat, BANTLEON 

The economic crash in the past quarter is 

unprecedented in Europe. The outlook for the 

second half of the year remains positive. 

Growth of around 10% for the current quarter 

seems likely. Private consumer spending in 

particular seems to be rising like a phoenix 

from the ashes. The latest retail sales figures 

for June indicate that not only have numerous 

Eurozone countries now made up for the 

slump in March and April, but that consumers 

in many places are spending even more than 

before the crisis. Current-quarter retail sales 

are thus starting the new quarter with a large 

statistical overhang, which can be expected to 

contribute to a hefty rise in private 

consumption. Moreover, daily available data 

on shopping behaviour indicates that retail 

sales continued to climb almost everywhere 

but Spain in July. Spain therefore appears to 

remain the hardest hit by the crisis at the start 

of the second half of the year. 

Looking at the Eurozone as a whole, there is 

also plenty of upside scope for investment in 

this quarter, with net exports likely to provide 

further impetus for GDP growth. As the Q2 

decline in GDP was less than expected, our 

forecast of economic output dropping by 

around 8% in 2020 may prove too pessimistic. 

The main risk remains a second wave of 

infection. Even in such case, however, we do 

not expect the economy to plummet again, but 

»merely« experience a hiatus in the recovery 

trend. 

The virus crisis continues to mix inflation 

figures as well. Eurozone inflation rose to 

0.4% in July, contrary to general expectations. 

This was due to France and Italy postponing 

their summer sales, which resulted in clothing 

prices shooting through the roof compared to 

the prior year. This effect will be reversed in 

August, meaning that the EUR inflation rate 

will likely drop to a new cyclical low. 

However, this represents a mere delay in the 

sustained rise in inflation we expect to see. In 

2021, the inflation rate will climb to over 2% 

due to the base effects in energy prices and 

German VAT being raised back up. 

Gold is viewed as the last safe haven 

in times of increasingly inflated central 

bank balance sheets 

The gold rally has recently advanced, pushing 

the price up to close to USD 2,000 an ounce. 

Gold is viewed as the last safe haven in times 

of increasingly inflated central bank balance 

sheets. Besides gold, other stores of value 

deemed alternatives to paper currencies, such 

as Bitcoin and silver, are also benefiting from 

the current situation. Moreover, the flood of 

liquidity once again buoyed the government 
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bond markets and, initially, the equity 

markets. The US Federal Reserve Chair, 

however, took the role of spoilsport, painting 

a very gloomy picture of the US economy. 

Fears of a second wave of coronavirus 

outbreaks in Europe and Asia fuelled further 

anxiety. The DAX and Eurostoxx50 were thus 

forced to take some of the heat at the end of 

July. 

Although the virus will remain a major risk 

factor in the months to come, progress in 

combating the pandemic is taking a back seat. 

Opinions on economic data are also 

unilaterally in negative territory at present. 

There is no doubt that consumption dynamics 

in the USA flattened at the start of Q3. 

However, the upward trend has continued 

until recently in Europe, and in China too 

there are currently signs of the recovery 

advancing in the third quarter. Together this 

means that global economic recovery can be 

expected to continue, which will sooner or 

later fuel the stock markets. Government bond 

markets will come under pressure at the same 

time, in particular if Eurozone inflation rises. 

The gradual rising trend in commodity prices, 

which have increased by over 50% since their 

low in April, are also a contributing factor. 
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