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Q2 GDP Growth Unrevised at 2.1%; Expansion Slightly Less Robust Than Initially Stated

¢ Real GDP growth was unrevised in the second quarter at 2.1% annualized. Growth in the
first quarter was revised up to 2.2%, from 2.0%.

¢ Real GDI growth has been running behind real GDP growth in recent quarters.

o Data updates show that the Viral Recession was not quite as severe as initially reported,
but that the recovery from that recession has been somewhat weaker than initially
reported.

o PNC expects a mild recession starting in the spring of 2024.

Real GDP growth in the second quarter of 2023 was 2.1% annualized, according to the third estimate
from the Bureau of Economic Analysis. This was unchanged from the second estimate, and down from
2.4% in the advance estimate. From the second estimate to the third estimate, downward revisions to
consumer spending and federal government spending were offset by upward revisions to business fixed
investment, exports, investment in inventories, and investment in housing.

Real growth in the first quarter of 2023 was revised higher to 2.2%, from 2.0%. Growth on a year-ago
basis in the second quarter of 2023 was 2.4%, above the economy’s long-run potential of about 1.7%.

Growth in real gross domestic income, an alternative measure of the size of the economy that is based on
income going to households and businesses from economic activity, was revised higher in the second
quarter to 0.7% annualized, from 0.5% in the second estimate. For the first quarter of 2023, there was a
large upward revision to real GDI, from a 1.8% annualized decline to a 0.5% increase. Over the past year
real GDI has increased 0.2%, much weaker than growth in real GDP.

This release also includes the comprehensive updates to GDP, based on new source data, with revisions
going back decades. Based on the comprehensive update, the contraction in economic activity during the
pandemic (2019Q4 to 2020Q2) was slightly smaller than initially reported, a decline of 9.1% peak-to-
trough unannualized, compared to 9.6% before the revisions. But the recovery since then is

somewhat weaker after the revisions, with annualized growth from the third quarter of 2020 to the first
quarter of 2023 of 5.6%, revised lower from 5.8%.

This morning’s third quarter estimate of GDP and the historical updates do not change the picture much.
As measured by GDP the U.S. economy has expanded strongly over the past year, with an acceleration
in growth in the first half of 2023 from 2022. This acceleration has come from pickups in consumer
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spending, business investment and government spending, as well as a shrinking trade deficit. Housing
remains a drag with higher mortgage rates. Growth in real gross domestic income has been noticeably
weaker than growth in real GDP in recent quarters, however. It could be that the impact of tighter Federal
Reserve monetary policy is showing up in GDI before it is in GDP.

PNC is expecting a mild recession starting in the second quarter of 2024 as the impact of higher interest
rates continues to work its way through the economy. The UAW strike, a potential government shutdown,
and the end of deferments on student loan repayments are also downside risks to the outlook. The
recession should be mild, however, thanks to strong consumer balance sheets and a tight labor market
that will deter layoffs. And there is still a 40% probability that the U.S. economy can avoid a recession
next year, albeit with weaker growth and a modest increase in the unemployment rate.

Please reach out with any questions.
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Visit pnc.com/economicreports for more information from PNC Economics.
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