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	� Real GDP grew at an unrevised 2.8% annualized pace in Q3, following a strong 3.0% advance in Q2. The growth mix remained 
encouraging with domestic demand retaining solid momentum as evidenced by the 3.2% gain in final sales to private domestic 
purchasers (excluding net international trade and government spending).

	� Consumer spending growth was revised slightly lower to a still robust 3.5% — the strongest performance since Q4 2023 — 
with the revisions driven by more moderate growth in durable and nondurable goods outlays.

	� Business investment was upgraded to a 3.8% advance compared to 3.3% previously on a notable upward revision to growth in 
intellectual property investment, while structures investment was seen contracting at a slightly faster pace.

	� Residential investment fell at an unrevised 5% annualized pace, the largest decline since Q4 2022 in a sign that the housing 
sector remains under pressure.

	� The international trade figures were revised down a tad with the growth in imports continuing to outpace exports, yielding a 
0.6 percentage point (ppt) drag on GDP growth.

	� Government spending was still seen accelerating to a 5% annualized pace as federal outlays rose 8.9%, driven by a 13.9% 
advance in federal defense outlays.

	� The first look at the income side of the economy showed that real gross domestic income (GDI) rose 2.2% in Q3 following a 2% 
advance in Q2. Gross domestic output (GDO) — the average of GDP and GDI — posted another 2.5% annualized advance, pointing 
to steady economic momentum. On a year-over-year (y/y) basis, real GDP cooled 0.3ppt to 2.7% y/y while real GDI advanced a 
robust 3.1% y/y and real GDO rose 2.9% y/y.

	� Before-tax corporate profits fell marginally from their record high, down $10.1b following a strong increase of $132.4b in the 
prior quarter. As a result, profit margins narrowed 0.2ppt to 13% of GDP, a level that is elevated by historical standards.

	� Looking ahead, solid income growth, pro-cyclical productivity growth and strong labor force participation should remain the 
key pillars of US exceptionalism even if GDP growth cools toward its trend pace. Stronger private sector confidence on the 
perception of pro-business policy developments and deregulation is likely to support spending and investment in the near 
term, but policy uncertainty and increased protectionism will likely act as offsetting constraints. We foresee real GDP growth 
averaging 2.7% in 2024 but easing to 2.0% in 2025 and 1.7% in 2026.
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	� On the inflation front, price pressures continued to ease in Q3 with headline inflation down 0.3ppt to 2.3% y/y — the lowest 
since Q1 2021 — and core personal consumption expenditures (PCE) inflation steady at 2.7% y/y — also the lowest since Q1 
2021. We foresee headline and core PCE inflation around 2.5% and 2.8% in December, respectively.

	� Given robust but gently decelerating economic activity, strong productivity growth and softening inflation, we continue to 
expect a 25 basis points (bps) rate cut to 4.25%–4.50% in December. Thereafter, we believe the Fed may decide to slow the 
recalibration process as policymakers more carefully feel their way to a neutral policy stance. Considering the elections results, 
we now assume a rate cut at every other meeting in 2025, for a total of 100bps of easing, down from 150bps previously. 
Notably, risks are titled toward less monetary policy easing in 2025–26.

How EY-Parthenon can help
Strategy consulting services
Read more

https://www.ey.com/en_us/services/strategy/consulting


EY is building a better working world by creating new value for 
clients, people, society and the planet, while building trust in 
capital markets.

Enabled by data, AI and advanced technology, EY teams help 
clients shape the future with confidence and develop answers 
for the most pressing issues of today and tomorrow.

EY teams work across a full spectrum of services in assurance, 
consulting, tax, strategy and transactions. Fueled by sector 
insights, a globally connected, multidisciplinary network and 
diverse ecosystem partners, EY teams can provide services in 
more than 150 countries and territories.

All in to shape the future with confidence.

EY | Building a better working worldContacts

See more on Macroeconomic insights

Gregory Daco
EY-Parthenon Chief Economist  
Strategy and Transactions 
Ernst & Young LLP

Lydia Boussour
EY-Parthenon Senior Economist 
Strategy and Transactions 
Ernst & Young LLP

Marko Jevtic
EY-Parthenon Senior Economist 
Strategy and Transactions 
Ernst & Young LLP

EY refers to the global organization, and may refer to one or more, of the 
member firms of Ernst & Young Global Limited, each of which is a separate 
legal entity. Ernst & Young Global Limited, a UK company limited by 
guarantee, does not provide services to clients. Information about how EY 
collects and uses personal data and a description of the rights individuals 
have under data protection legislation are available via ey.com/privacy. EY 
member firms do not practice law where prohibited by local laws. For more 
information about our organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of Ernst & Young Global 
Limited operating in the US.

About EY-Parthenon 
EY-Parthenon teams work with clients to navigate complexity by helping 
them to reimagine their eco-systems, reshape their portfolios and reinvent 
themselves for a better future. With global connectivity and scale, 
EY-Parthenon teams focus on Strategy Realized — helping CEOs design 
and deliver strategies to better manage challenges while maximizing 
opportunities as they look to transform their businesses. From idea to 
implementation, EY-Parthenon teams help organizations to build a better 
working world by fostering long-term value. EY-Parthenon is a brand under 
which a number of EY member firms across the globe provide strategy 
consulting services. For more information, please visit ey.com/parthenon.

© 2024 Ernst & Young LLP. 
All Rights Reserved.

2408-36946-CS

ED None

This material has been prepared for general informational purposes only  
and is not intended to be relied upon as accounting, tax, legal or other 
professional advice. Please refer to your advisors for specific advice.

ey.com

The views reflected in this article are the views of the author and do not 
necessarily reflect the views of Ernst & Young LLP or other members of the  
global EY organization.

https://www.ey.com/en_us/insights/strategy/macroeconomics
https://www.ey.com/en_us/people/gregory-daco
https://www.ey.com/en_us/people/gregory-daco
https://www.ey.com/en_us/people/lydia-boussour
https://www.ey.com/en_us/people/lydia-boussour
https://www.ey.com/en_us/people/marko-s-jevtic
https://www.ey.com/en_us/people/marko-s-jevtic
https://www.linkedin.com/in/gregorydaco/
https://www.linkedin.com/in/lydiaboussour/
https://www.linkedin.com/in/marko-s-jevtic-a7b19110b/

