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US: HARSH WINTER CAUSED TEMPORARY OUTPUT DIP 

Berenberg Macro Flash 

The very harsh winter had its fingerprints all over the decline in US GDP in Q1. The US Bureau of Economic Analysis 

revised down its preliminary estimate of US GDP growth in Q1 2014 from +0.1% qoq annualised to -1.0%. Even lower 

inventories and weaker net exports than first published were the key culprits. Inventories contributed -1.6pcp, probably as 

weather-related interruptions in production and transportation forced contributors to run down inventories to satisfy de-

mand. Construction investment fell sharply, with residential down 5.0% and non-residential structures 7.5%, together con-

tributing a further 0.4pcp to the GDP decline. Finally, abnormal heating needs probably caused energy imports to rise and 

exports to fall. That drove down net exports, which contributed another full percentage point to the output decline. All 

three components should bounce back in Q2. Companies should restock their inventories, although the inventory build-up 

last year may mitigate the need somewhat. Construction investment and net trade should also bounce back and mostly com-

pensate the Q1 loss.  

 

Less weather-prone output components were mixed. The weakness in equipment investment, which fell by 3.1%, may 

be a collateral damage of the winter effect, but also compensate for an above-trend jump in the previous quarter by 10.9%. 

The small negative contribution from government was in line with recent trends. That left private consumption as the only 

major positive contributor. The traditional locomotive of US and global demand rose by 3.1%, driven largely by healthcare 

services spending. That may be a “positive” side-effect of the harsh winter (however lamentable the causes may be on an 

individual level), but also of wider coverage due to Obamacare. 

 

Despite the Q1 slip, US economic output is on a firm expansion path, driven by a healthy private sector and less fiscal 

austerity. The Fed will look through the weather-induced volatility and focus on the rapid reduction of slack in the economy 

via falling unemployment. Inflation is not a worry, but additional stimulus is not needed either, allowing the Fed to end QE 

by October. If the recovery remains strong, the voices for a timely start into monetary tightening could grow louder by the 

end of the year and trigger the first rate hike in the second quarter of 2015. 

 

US GDP 

Qoq saar growth, % Q1 Q4 Q3 Q2 Q1 

GDP -1.0 2.6 4.1 2.5 1.1 

   Consumption 3.1 3.3 2.0 1.8 2.3 

   Government -0.8 -5.2 0.4 -0.4 -4.2 

   Cap. investment -11.7 2.5 17.2 9.2 4.7 

   Exports -6.0 9.5 3.9 8.0 -1.3 

   Imports 0.7 1.5 2.4 6.9 0.6 



M A C R O  N E W S  

2/2    

 
 


