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Weak GDP Growth Masked as 
Non-Farm Payrolls Decelerate

While headline Q2 real GDP growth of 3.0% 
(annualized rate) appeared strong, Q2 all but cancelled 
out the pull-forward demand we experienced in Q1. 
Through the first half of the year, real U.S. GDP 
grew by a meager 0.61%. On an annualized basis, 
that’s just 1.2%—far below potential. 

As shown below, contributions to Q2 real GDP growth 
were effectively the mirror image of what we saw in Q1, 
when we experienced a spike in imports and business 
investment ahead of tariffs. Headline GDP growth for 
Q2 was driven primarily by a 30.3% decline in imports 

in the quarter. (Because imports are a subtraction from 
the calculation of GDP, this sharp decline in imports 
contributed 5.18 percentage points to the change in 
real GDP.) Businesses also paired back investment, 
subtracting 3.09 percentage points from GDP growth—
this was primarily driven by a decline in inventories, as 
firms continue to work off the inventory investment they 
pulled forward into Q1. Overall, domestic consumption 
(consumer spending plus gross private domestic 
investment) was weak, subtracting 2.1 percentage 
points from real GDP growth for the quarter. 

Equity markets are wrong—the economy is struggling. After the impressive FOMO rally in July, which drove 
the S&P 500 up 2.5% for the month (7.4% year-to-date), markets were caught offsides by today’s shockingly bad 
labor report. Consistent with my commentary over the past six months (see previous posts), economic statistics 
released this week continue to tell the story of a decelerating labor market and relatively stagnant economic 
growth. Investors should use this opportunity to evaluate their portfolios. (If you’re interested in learning 
how a professional portfolio management team can help you stay invested, while hedging downside risk and 
generating additional income, reach out.)



THESIMMONSPARTNERSHIP.COM | 2

GDP Growth Masked as Non-Farm Payrolls Decelerate

IMPORTANT NOTE FROM THE SIMMONS PARTNERSHIP INC.
The Simmons Partnership Inc. ("The Simmons Partnership") is an investment advisor located in Maryland. The Simmons Partnership and its representatives are in compliance with the current registration requirements of those states in which The Simmons Partnership maintains clients. The Simmons Partnership may only transact 
business in those states in which it is registered, or qualifies for an exemption or exclusion from registration requirements. The attached selected materials are aggregated by The Simmons Partnership for your information only.  The Simmons Partnership is not representing that the views in the attached materials are the only views on 
the subject matter, or that the views or conclusions depicted in the materials represent guaranteed outcomes.  Many of the materials include charts or graphs prepared by third parties.  These third parties prepared such charts and graphs using their own information or information they believed to be reliable.  The Simmons Partnership 
has not independently verified either the underlying data or any of the intimated or directly stated conclusions of such materials.  The Simmons Partnership does not make any representations or warranties as to the accuracy, timeliness, suitability, completeness, or relevance of any information prepared by any 
unaffiliated third party, whether linked to The Simmons Partnership's website or incorporated herein, and takes no responsibility thereof. All such information is provided solely for convenience purposes only and all users thereof should be guided accordingly. The distribution of the attached materials should not 
be construed by any consumer and/or prospective client as The Simmons Partnership's solicitation to effect, or attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation.  Any communication by The Simmons Partnership with a client or prospective client shall be conducted by a 
representative that is either registered or qualifies for an exemption or exclusion from registration in the state where the person resides.  A copy of The Simmons Partnership's current written disclosure statement discussing The Simmons Partnership's business operations, services, and fees is available from The Simmons Partnership 
upon request. Past performance may not be indicative of future results.  Historical information about investments or financial markets is not necessarily indicative of future market behavior or the wisdom of any particular investment, investment strategy, or asset allocation.  Therefore, no current or prospective client should assume that 
future performance of any specific investment, investment strategy (including the investments and/or investment strategies recommended by The Simmons Partnership) or product made reference to directly or indirectly by The Simmons Partnership will be profitable. Different types of investments involve varying degrees of risk, and 
there can be no assurance that any specific investment will either be suitable or profitable for a client or prospective client's investment portfolio. Historical performance results for investment indices and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have 
the effect of decreasing historical performance results. The investment discussed may not be suitable for all investors. Investors must make their own decisions based on their specific investment objectives and financial circumstances. Additional information is available upon request. 
When participating in a covered call strategy, the investor is at risk of having to sell the stock if the stock’s price rises above the strike price. Remember, in exchange for receiving the premium of having sold the calls, the investor is obligated to sell the stock if the option is exercised. Past performance is no guarantee of future 
results . Add Simmons general disclosure to bottom

Meanwhile, the labor market continues to stall out. Again, while the headline unemployment of 4.2% was 
little changed in July, BLS reported large downward revisions to employment growth for May (revised down to 
+19,000 workers from the previously reported +144,000 workers) and June (revised down to +14,000 workers 
from previously reported +147,000 workers). As shown below, this is a volatile series, but the downward trend in 
the 3-month moving average for non-farm payrolls is clear.
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