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  WHERE WE ARE: Q3 GDP Advance Estimate 
 
The biggest news last Friday (not involving the FBI) was that third quarter GDP was estimated at a 
relatively robust 2.9% annualized, its fastest pace in two years and twice that in the second quarter. 
Though broadly in line with market consensus, there were surprises in the details. On the positive side, 
exports soared at an annualized rate of 10.0%, while public-sector spending, private inventories, and 
business spending all turned from negative to positive. On the other hand, consumption grew by a 
relatively tepid 2.1% in the quarter, half its 4.3% pace in the prior quarter.  
 
While certainly welcome news overall, the story was actually less positive than the headline. First, the 
core domestic economy, as measured by my preferred (if wonky) metric, “final sales to private domestic 
purchasers”—which nets out from GDP items that are generally less important to the property sector like 
inventory adjustments and net exports—grew by only 1.6%, half its 3.2% pace in the second quarter. 
 
Second, some of the strongest improvements, such as 
in exports and inventory adjustments, are likely to prove 
to be one-off gains that will not be sustained in future 
periods. For example, exports were driven by overseas 
demand for soybeans following flooding in Argentina, 
while inventories rose in preparation for the holiday 
shopping season. 
 
Finally, and most important, was the relatively weak 
consumer showing. While spending on durable goods 
remained strong, services spending slowed and 
purchases of nondurable goods declined at its steepest 
rate since the recovery began. With consumers 
accounting for more than two-thirds of the economy, any slowdown in their spending is worrying for the 
economy, not to mention retailers. But on a more positive note, consumers registered the strongest 
spending of the quarter in September, suggesting a possible rebound in the fourth quarter. 
 
In other news this month, job growth extended its record streak of monthly gains to six consecutive years, 
though the growth has been moderating as the economy nears its full employment level. Nonfarm payroll 
employment rose by 156,000 in September. Job growth has averaged 178,000 per month in 2016, down 
from an average of 229,000 per month in 2015. The unemployment rate ticked up to 5.0% in September 
as more people entered the labor force, which is considered to be a positive sign. 
 
Meanwhile, the Case-Shiller National Home Price Index rose 5.3% on an annual basis in August, up from 
5.0% in July. Fully half of the major cities in the 20-city composite reported greater price increases in the 
year ending August 2016 versus the year ending July 2016. 
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http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm
http://www.courant.com/business/hc-consumer-spending-rebounds-20161031-story.html
http://www.courant.com/business/hc-consumer-spending-rebounds-20161031-story.html
http://www.bls.gov/news.release/pdf/empsit.pdf
https://www.spice-indices.com/idpfiles/spice-assets/resources/public/documents/422175_cshomeprice-release-1025.pdf?force_download=true


 
Looking forward, The Atlanta Fed’s GDPNow forecasting model pegs fourth quarter growth at 2.7% 
annualized, slightly above the consensus figure among economists of 2.3%. Either way, growth this year 
will come in at its slowest pace of this expansion cycle.  
 
Overall, the economic data likely has been strong enough to provide the Fed with enough support for a 
modest rate hike in December, as Fed governors have been hinting in recent weeks. But as has been the 
case all year, the trends are not so positive that the Fed must act, particularly if job growth does not pick 
up and wage growth continues to be weak.  
 
For property markets, this means continued support for both tenant leasing and investor demand. While 
all sectors may benefit, the industrial sector is poised to gain the most from the cyclical growth and 
structural shifts that are reimagining the supply chain and how goods get to their final destinations. 
 
More related insights may be found here: 
 
Exports Drive US Economic Acceleration (Financial Times) 
 
US Home Prices Rose 5.3% in August: S&P/Case-Shiller (cnbc.com) 
 
Slow Growth Forecast Weighs on Fed Rate Hike Decision (cnbc.com) 
 
Third-Quarter U.S. GDP at a Glance (WSJ) 
 
U.S. Consumer Spending Increases Solidly, Inflation Rising (Reuters) 
 
U.S. Economy, Showing Resilience, Added 156,000 Jobs Last Month (The New York Times) 
 

 CHART OF THE WEEK  
 

 
 
Source: GO BankingRates via StatistaCharts. 

 

 
“A new survey has revealed that the vast majority of savings accounts across the United States contain 
$1,000 or less. GoBanking conducted the research, finding that 7 in 10 Americans have less than $1,000 
stashed away for the future. A small portion of people, 15 percent, are astute savers with over $10,000 in 
their savings accounts.”  
 
From 69% Of Americans Have Less Than $1,000 In Savings (Statista) 
  

https://www.frbatlanta.org/cqer/research/gdpnow.aspx?panel=1
http://www.cnbc.com/2016/10/28/gdp-fed-likely-to-raise-rates-after-third-quarter-gdp-shows-best-growth-in-2-years.html
https://www.ft.com/content/1b65a246-9d07-11e6-a6e4-8b8e77dd083a?desktop=true
https://www.ft.com/content/1b65a246-9d07-11e6-a6e4-8b8e77dd083a?desktop=true
http://www.cnbc.com/2016/10/25/us-home-price-gains-rose-53-in-august-spcase-shiller.html
http://www.cnbc.com/2016/09/12/slow-growth-forecast-weighs-on-fed-rate-hike-decision.html
http://blogs.wsj.com/briefly/2016/10/28/third-quarter-u-s-gdp-at-a-glance/
http://www.reuters.com/article/us-usa-economy-idUSKBN12V1BM
http://www.reuters.com/article/us-usa-economy-idUSKBN12V1BM
http://www.nytimes.com/2016/10/08/business/economy/jobs-report-unemployment-wages.html?hp&action=click&pgtype=Homepage&clickSource=story-heading&module=first-column-region&region=top-news&WT.nav=top-news&_r=0
http://www.nytimes.com/2016/10/08/business/economy/jobs-report-unemployment-wages.html?hp&action=click&pgtype=Homepage&clickSource=story-heading&module=first-column-region&region=top-news&WT.nav=top-news&_r=0
https://www.statista.com/chart/5990/69-of-americans-have-less-than-dollar1000-in-savings/
https://www.statista.com/chart/5990/69-of-americans-have-less-than-dollar1000-in-savings/


 

   OTHER WORTHWHILE READS 
 
 
ECONOMIC NEWS AND VIEWS 
 
Slowdown in State, Local Investment Dents U.S. Economy (WSJ) 
 “Construction spending by state and local governments fell in August to its lowest level since March 
2014, according to the most recent data from the Commerce Department. Through this year’s first eight 
months, such spending was down 1.4% from a year earlier, while federal-government construction 
outlays were flat and private-sector construction spending was up 7% compared with the same period in 
2015. The government cutbacks could dent U.S. economic growth overall, many economists say.” 
 
A Little-Noticed Fact About Trade: It’s No Longer Rising (The New York Times) 
“The growth of trade among nations is among the most consequential and controversial economic 
developments of recent decades. Yet despite the noisy debates, which have reached new heights during 
this presidential campaign, it is a little-noticed fact that trade is no longer rising. The volume of global 
trade was flat in the first quarter of 2016, then fell by 0.8 percent in the second quarter …” 
 
Global Economy Remains Mired in Swamp of Low Growth (Brookings Institution) 
“In true Sisyphean fashion, the world economy is faltering yet again, unable to gain much elevation and 
sliding back into the low growth morass it has been stuck in for some time. Major advanced and emerging 
market economies appear to be converging to a low growth environment characterized by weak 
investment, stagnant productivity, and tepid private sector confidence.” 
 
 
PROPERTY MARKETS 
 
4 CRE Trends You Can Expect To See Next Year (Bisnow) 
“Colliers International chief economist Andrew Nelson says commercial real estate trends in 2016 have 
been a disappointment, with overall expansion since the recession being only two-thirds as robust as in 
previous recoveries. Nelson and Colliers International managing partner Andy LaDow looked to the future 
and told the San Diego Union-Tribune what they expect for CRE next year.” 
 
Outstanding CRE Debt Keeps Growing, Expected to Surpass Pre-Recession Peak (CoStar) 
“Commercial nonresidential real estate debt outstanding increased 5.4% in the past year and is just $14.4 
billion shy of the last peak in 2008, according to the latest data from the Federal Reserve for the second 
quarter. Commercial nonresidential debt grew by $34.6 billion last quarter. At that pace, it is likely to 
surpass its pre-recession peak this quarter. Multifamily residential debt has never really stopped growing -
- surpassing each previous year's volume in seven of the last eight years.”  
 
Five Trends Affecting Commercial Real Estate: Looking Ahead to 2017 (nreionline.com) 
“The U.S. property market landscape in 2017 will be characterized by continued strong fundamentals, 
increased investor flows and high transaction volume …The U.S. employment gains continue to be 
strong, with unemployment dropping below 5.0 percent earlier this year, and adding to demand for 
housing in a variety of forms, for office space, for the retail sector and for industrial/distribution facilities. 
While many fear the end of the current economic cycle, the fact that the recovery was so protracted leads 
me to believe that we may have another two years left in the current growth cycle.” 
 
Some Big U.S. Cities See Apartment Rents Fall for First Time in Years (WSJ) 
“Apartment rents declined in some of the country’s priciest cities during the third quarter, a dramatic 
reversal that could signal the end of a six-year boom for the U.S. rental market. Rents in San Francisco 
declined 3%, while they fell about 1% in New York and edged lower in Houston and San Jose, Calif., the 
first drops in those markets since 2010, according to apartment tracker MPF Research. Across the U.S., 
rent growth was 4.1% on average.” 

http://www.wsj.com/articles/slowdown-in-state-local-investment-dents-u-s-economy-1477495758
http://www.wsj.com/articles/slowdown-in-state-local-investment-dents-u-s-economy-1477495758
http://www.nytimes.com/2016/10/31/upshot/a-little-noticed-fact-about-trade-its-no-longer-rising.html?hp&action=click&pgtype=Homepage&clickSource=story-heading&module=first-column-region&region=top-news&WT.nav=top-news
http://www.nytimes.com/2016/10/31/upshot/a-little-noticed-fact-about-trade-its-no-longer-rising.html?hp&action=click&pgtype=Homepage&clickSource=story-heading&module=first-column-region&region=top-news&WT.nav=top-news
https://www.brookings.edu/opinions/global-economy-remains-mired-in-swamp-of-low-growth/?utm_campaign=Brookings+Brief&utm_source=hs_email&utm_medium=email&utm_content=35413802
https://www.brookings.edu/opinions/global-economy-remains-mired-in-swamp-of-low-growth/?utm_campaign=Brookings+Brief&utm_source=hs_email&utm_medium=email&utm_content=35413802
https://www.bisnow.com/national/news/state-of-market/2017-outlook-commercial-real-estate-trends-66523?utm_source=MorningBrief&utm_medium=email&utm_campaign=20161019_san-francisco_morningbrief&be=ajnelson.biz%40gmail.com#ath
https://www.bisnow.com/national/news/state-of-market/2017-outlook-commercial-real-estate-trends-66523?utm_source=MorningBrief&utm_medium=email&utm_campaign=20161019_san-francisco_morningbrief&be=ajnelson.biz%40gmail.com#ath
http://www.costar.com/News/Article/Outstanding-CRE-Debt-Keeps-Growing-Expected-to-Surpass-Pre-Recession-Peak/185351?rpt=1
http://www.costar.com/News/Article/Outstanding-CRE-Debt-Keeps-Growing-Expected-to-Surpass-Pre-Recession-Peak/185351?rpt=1
http://nreionline.com/finance-investment/five-trends-affecting-commercial-real-estate-looking-ahead-2017
http://www.wsj.com/articles/u-s-cities-see-apartment-rents-fall-for-first-time-in-years-1475614808?tesla=y
http://www.wsj.com/articles/u-s-cities-see-apartment-rents-fall-for-first-time-in-years-1475614808?tesla=y

