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US 1Q22 GDP: Not as bad as it looks
■

The US economy contracted 1.4% qoq annualized in 1Q22 (-0.4% qoq non-annualized). It’s the first quarterly fall in GDP since
2Q20, when part of the economy was shutdown to contain the spread of COVID-19. Importantly, the fall in GDP is not nearly as bad
as it looks. This is because the big detractors from GDP in 1Q22, net exports and inventories, are also the most volatile components
and are likely to improve in coming quarters. Real final sales to domestic purchasers, a measure of expenditure that removes the
volatile net trade and inventories components of GDP, rose 2.6% annualized, an acceleration from the 1.7% pace in 4Q21.

■

The huge downward contribution from net exports reflects a surge in imports (17.7% annualized) and a fall in exports (-5.9%
annualized). The fall in exports comes after a rapid rise in 4Q21 (22.4% annualized), while the ongoing rapid growth of
imports in part reflects the relative strength of the US economy. Some improvement in net exports is likely in 2Q22. The
downward contribution from the change in inventories comes after they added a whopping 5.3pp to outsized GDP growth of
6.9% in 4Q21. To be sure, inventories rose in 1Q22, but not as fast as they did in 4Q21, which results in a drag on GDP
growth. Separately, government spending fell again in 1Q22 (down 2.7% annualized) reflecting the fiscal drag, but an
increase in defense spending (related to Ukraine) should reverse this in coming quarters.

■

The more enduring drivers of GDP growth, personal consumption and fixed investment actually grew faster in 1Q22 than in
4Q21. Personal consumption rose 2.7% annualized in 1Q22, slightly faster than the 2.5% pace in 4Q21. Fixed investment
rose a rapid 7.3%, driven by investment in equipment. However, for personal consumption, the quarterly average likely hides
a sharp deceleration in momentum. Monthly data shows a jump in real personal consumption of 2.1% mom in January but
then a fall of 0.4% mom in February. Today’s release for 1Q22 would imply a 0.6% mom fall in real personal consumption for
March, with the data due for release tomorrow. It reflects the impact of higher prices and the squeeze in real personal
disposable income (which was down 2% annualized in 1Q22) on consumer spending. Spending was propped up by a fall in
the personal savings rate, to 6.6% from 7.7% in 4Q21.

■

The Fed is likely to look through the contraction in 1Q22 GDP, for the reasons outlined above. While real consumption slowed
meaningfully in February and likely in March too, this is due to the very high inflation weighing on incomes and spending, which the
Fed will argue is why it needs to expeditiously raise rates to neutral by the end of this year, in order to rein in rampant inflation. The
US economy is not in in any real danger of entering a recession (two consecutive quarters of negative growth) in the near term. GDP
will likely rebound in 2Q22, also as inflation probably begins to ease gradually. Also released today was weekly initial jobless claims
data, which fell to a historically-low 180k, a good sign that the labor market and the wider economy are still in pretty good shape.

Chart 1 shows that net exports subtracted 3.2pp from GDP growth and the change in inventories subtracted 0.8pp from GDP
growth in 1Q22.
CHART 1: 1Q22 GDP GROWTH DRAGGED DOWN BY TRADE & INVENTORIES
Contributions to qoq annualized real GDP growth, pp.

12
Change in inventories
Fixed investment
Personal consumption

10

Net exports
Government consumption
GDP

8
6

4
2
0
-2
-4
-6
4Q20

1Q21

2Q21

3Q21

4Q21

1Q22

Source: BEA, UniCredit Research

UniCredit Research

page 1

See last pages for disclaimer.

<date>

28 April 2022

Macro Research

Data Comment

Chart 2 shows that the personal saving rate has fallen as consumers have kept spending despite the fall in their real disposable
income.
CHART 2: THE SAVINGS RATE HAS FALLEN AMID THE SQUEEZE IN REAL DISPOSABLE INCOMES
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