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U.S. GDP Flash

Revisions to Real PCE and Net Exports Boost 2Q12 GDP

e Real GDP growth for 2Q12 was revised up to 1.7%, mostly due to PCE and net exports
e Despite 2H12 slowing, we maintain our baseline scenario of 2.1% annual growth

The second estimate for real GDP growth in 2Q12 came in at 1.7% on a QoQ seasonally-adjusted annualized basis,
slightly higher than the initial figure of 1.5% released last month. Improvements in the underlying data mostly
reflected upward revisions to personal consumption expenditures (PCE) and net exports. Offsetting these gains were
downward revisions to private inventory investment and nonresidential fixed investment. The negative contribution
from government spending was slightly less than previously estimated.

Overall, the revised data are mostly positive and keep us on track to reach our baseline scenario of 2.1% growth for
the year, even with the slowing momentum in 2H12. Personal consumption is expected to be similar in 3Q12,
particularly with expectations for stronger growth in July. The upward revision to net exports was mostly due to
reduced imports, a sign that businesses remain highly uncertain regarding future demand conditions. However,
exports continue to grow despite expected slowing in demand from Europe and China. Looking forward, we need to
see real GDP growth near 1.4%, on average, for the third and fourth quarters in order to reach 2.1% growth for the
year.
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