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Economic Analysis

U.S. Real GDP Growth Nowcast: 2.66% for 4Q15
Kan Chen
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Nowcast model predicts 2.66% for 4Q15 real GDP growth
Labor market’s robust improvements contribute to economic growth
Manufacturing productivity shows signs of pick-up due to increase in weekly hours

Our most recent estimate based on the Mixed-Frequency Model for the U.S. (MIFUS) suggests a real GDP
growth rate of 2.66% QoQ SAAR for 4Q15. This forecast incorporates various monthly indicators for October, as
well as the second release of 3Q15 GDP data on November 24.
The standout for October was the improvement in the labor market following relatively weak reports in August
and September. In particular, there were signs of improvement in the struggling manufacturing sector. Weekly
hours in manufacturing, which are a useful measure of productivity, ticked back up in October after following a
downward trend since November 2014. Therefore, the rebound of weekly hours in October, along with a strong
increase of payrolls, may finally be an encouraging sign showing the pick-up of productivity, the concern over
1
which has inspired extensive discussions.
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For the last two quarters, our Nowcast model has been a useful tool for forecasting the official real GDP growth
rate, especially on the advance release. The idea of a nowcast is to use high-frequency (monthly) series to
project the movement of low-frequency (quarterly) series, and therefore we expect to obtain a more accurate
forecast for 4Q15 when November’s data is available.
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For example, we discussed the U.S. productivity in detail on one of our previous article at
https://www.bbvaresearch.com/en/publicaciones/u-s-productivity-deceleration-evidence-from-state-level-data-of-the-u-s/
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