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U.S. ECONOMIC GROWTH: “THE GOOD, THE BAD & THE UGLY”
”THE GOOD”: The consumer sector; “THE BAD”: The manufacturing sector; “THE UGLY”: The Supply Chain
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U.S. ECONOMIC GROWTH
Q1 real GDP fell 5% q/q, reflecting the response to COVID-19 outbreak, as governments issued "stay-at-home" orders in March



3

THE CONSUMER SECTOR
Consumer spending fell 9.8% y/y in May ’20, reflecting outsized impact of pandemic lockdowns on health, airlines, restaurants, etc.  
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THE CONSUMER SECTOR
June ‘20 core retail sales rose 7.4% y/y, reflecting strong e-commerce sales, supplied from stockpiles. E-commerce sales rose 24% y/y 
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THE CONSUMER SECTOR
Consumer inflation was contained at 1.0% y/y,  reflecting excess capacity, deflation in “globalization goods” partially offset by services prices 
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THE LABOR MARKET
The labor market added 4.8M more jobs in Jun. ‘20, after 22M job losses due to a pandemic lockdown. The recovery rate by June was 34%
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THE LABOR MARKET
The sectors in the labor market that lost the most jobs due to Covid-19 include leisure and hospitality, restaurants, hotels, retail, etc. 
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HOUSING SECTOR
Mortgage rates have fallen by almost 200 basis points since the Nov ‘18, due to trade tensions, lower interest rates and the pandemic 
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HOUSING SECTOR
The housing market is resurging. Both home construction and sales show double-digit growth due to recent mortgage rates declines
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HOUSING SECTOR
Home price gain was +4.7% y/y in Apr. ’20. A year earlier, price growth was higher at about 3.7%. Price growth has slowed in many markets 
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THE U.S. MANUFACTURING SECTOR
Recession started a year earlier for US factories due to tariffs. The pandemic added a steep 20% y/y decline in Apr ’20. 
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THE AUTO SECTOR
Like the housing market, the auto sector weakened with initial Fed tightening and trade policy. But, auto faces additional structural issues

Structural Headwinds
1. “Peak Car”
2. Ride Sharing
3. Rising Trade Barriers
4. Stricter Emissions Controls
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INVENTORIES
Due to pandemic lockdowns US businesses saw a record inventory overhang in Apr-May period in addition tariff front-loading of shipments
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THE GLOBAL ECONOMY
The global economy found the bottom of the recession in Apr ‘20. Since Apr ‘20 there has been sequential improvements in both sectors
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RAIL VOLUMES AND THE BUSINESS CYCLE
Rail sector volume growth is a leading indicator of recessions. But, Q2 growth of -20.7% y/y largely reflects the pandemic lockdowns
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THE RAIL SECTOR
Volumes on US Rails fell 21% y/y in Q2, reflecting the pandemic, tariffs and precision railroading (with 21 declining sectors out of 22)
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THE RAIL SECTOR
In May ‘20 the rail sector had 118K employees, -30K vs. Fall ’18 and -9K since Feb. ‘20. UP lost 46% of the jobs

Source: STB, July 12, 2020
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THE RAIL SECTOR
Most car types have about over a third of their respective fleet stored. Covered hoppers, tanks and gondolas are about 75% of the stored cars

Car Storage By Car Type
July 1, 2020
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THE RAIL SECTOR
Precision Scheduled Railroading: Most North American Class 1 Railroads are implementing the PSR model. Matt Rose: “Less is NOT better”

Source: , December 28, 2919

What is Precision Scheduled Railroading?
Freight railroad operating plan that precisely schedules car shipments on fixed point to point 
schedules with the goal of minimizing in-transit work events and achieving low operating ratios. 
It reflects the airline model and is opposed to the gathering and distribution freight rail model.
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THE ECONOMIC OUTLOOK
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THE ECONOMIC OUTLOOK
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THE RAIL OUTLOOK

US Railroad Volumes
(Units Handled)
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RISKS – PANDEMIC, RACISM, TRADE POLICY & GEOPOLITICS
A second coronavirus wave during the Fall, trade, currency, race and geopolitical tensions could spell trouble for global growth

Source: Chad Brown, Petersen Institute, Feb. 12, 2020
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OPPORTUNITIES – MONETARY & FISCAL POLICY
The Fed’s balance sheet has expanded by $3 trillion to $7.1 trillion. Congress has spent over $2.2 trillion stimulus on CARES Act

Source: Federal Reserve Board, June 24, 2020, SAK Economics, LLC, Jun. 2020

Worth: $3 trillion

Worth: $2.2 trillion


