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An economy losing some momentum

As we begin the fourth quarter of what has been a wild year for the economy, a 
clear trend is beginning to emerge in the data: the U.S. economic recovery is 
losing some momentum. Monthly job growth downshifted in September for the 
third month in a row. Personal income growth turned sharply negative again in 
August, following the expiration of the enhanced unemployment insurance 
benefits, leading to a downshift in the pace of overall consumer spending. The 
evidence seems clear that in the absence of further stimulus, the U.S. economy is 
at risk of settling back into a very modest pace of economic growth. The 
persistent negative headlines around the virus outbreak are likely to continue 
weighing on consumer psychology and thus throttle back the pace of the 
recovery.  

In response to the slower pace of improvement in the economic data, we have 
downwardly revised our estimate for fourth quarter GDP growth to 3.9 percent 
(annualized). Looking ahead to 2021, GDP growth is expected to rise 4.4 percent 
before settling into a more modest 2.9 percent pace of growth in 2022. There 
remain considerable downside risks to the outlook for Q4-2020 and Q1-2021 as 
the consensus among healthcare experts indicates another wave of virus cases is 
imminent. Should such a wave materialize and shelter-in-place orders be 
reintroduced, the result would be a significantly increased probability of a 
double-dip recession later this year and into the first quarter of 2021. 

Key Takeaways

Q4 GDP growth 
expected to be 
softer

Consumer spending 
recovery now at risk

Risks to growth still 
tied to virus outlook

Federal stimulus could 
boost growth

Real gross domestic product (GDP)                                      
(SA, CAGR and YoY* percent change)
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*Seasonally adjusted (SA), compound annualized growth rate (CAGR), year-over-year (YoY). Sources: Visa Business and Economic Insights, 
U.S. Department of Commerce and U.S. Department of Labor.
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An economy losing some momentum (cont.)

Headwinds to the recovery

One of the primary drivers behind our downward 
revision to Q4 GDP growth was a more pessimistic 
outlook for the consumer sector. The downshift in 
job gains last month is particularly concerning given 
an economy that has 10 million fewer jobs today 
than it did back in February. To add to the 
headwinds, the end of the airline stimulus programs, 
which expired at the end of September, are also 
expected to result in another round of layoffs. Media 
reports of further layoffs in the leisure and hospitality 
sector are also becoming more prevalent. The slow 
labor market recovery has so far not weighed on 
consumer confidence, with the latest readings 
showing consumers are more optimistic about future 
economic conditions. We question how sustainable 
the pop in consumer confidence will be in Q4 given 
numerous headwinds to the labor market recovery.

In light of the employment and income fundamentals 
described above, we have downwardly revised our 
outlook for real consumer spending through the end 
of 2021. Nominal consumer spending is now 
expected to be 1.1 percent below last year’s level of 
spending in Q4, resulting in a decline of 2.7 percent 
for 2020. Nominal spending is expected to rise 6.2 
percent in 2021 and 4.7 percent in 2022. 

A fork in the road

Later this month, we expect the Commerce 
Department to report an impressive 34.8 percent 
annualized pace of GDP growth for Q3. After the 
third quarter bounce, the U.S. economy could really 
go one of two ways. We could see sustained 
consumer confidence, which leads to a more robust 
recovery path and only localized flair ups of virus 
cases. Conversely, if, as many epidemiologists are 
suggesting, we see a widespread surge in COVID 
cases and no further stimulus measures from the 
federal government, we would expect the pace of the 
recovery to slow considerably. As has been the case 
for months now, the economic outlook remains 
inextricably linked to the epidemiological outlook.
Is there a bright side?

We continue to assume that no further federal 
stimulus packages will be passed through the end of 
2021 and future surges of COVID-19 cases will not 
result in a widespread shutdown of the economy. 
Should another round of stimulus clear Congress, 
there would be upside risk to our outlook. 
Furthermore, communities are now introducing more 
targeted virus containment measures. Such actions 
may limit the economic impact and thus also create 
some upside risk beyond what we have assumed.

Visa’s U.S. Economic Forecast
Actual Forecast Actual Forecast

q32020 2020 2021
2019 2020 2021 2022

2020 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Gross Domestic Product (CAGR) -5.0 -31.4 34.8 3.9 4.0 3.5 3.4 3.2 2.2 -3.4 4.4 2.9
  Personal Consumption -6.9 -33.2 38.1 3.2 2.2 2.3 2.5 2.7 2.4 -4.1 3.5 2.4
  Business Fixed Investment -6.7 -27.2 21.9 -0.4 5.2 4.4 5.5 5.0 2.9 -4.9 3.5 5.0
       Equipment -15.2 -35.9 63.4 2.1 9.3 5.7 7.4 5.8 2.1 -6.6 8.5 5.9
       Intellectual Property Products 2.4 -11.4 4.5 1.8 6.1 5.9 6.2 6.1 6.4 0.7 3.9 5.9
       Structures -3.7 -33.6 -17.3 -11.2 -7.2 -2.7 -1.4 0.3 -0.6 -11.3 -9.5 0.5
  Residential Construction 19.0 -35.6 48.5 7.8 7.3 12.6 12.2 10.8 -1.7 3.2 10.1 10.0
  Government Purchases 1.3 2.5 5.0 -0.7 1.0 -0.2 0.7 0.9 2.3 2.4 1.0 1.2
Net Exports Contribution to Growth (%) 1.1 0.6 -0.8 -0.1 0.1 0.1 -0.1 -0.1 -0.2 0.6 -0.1 -0.2
Inventory Change Contribution to Growth (%) -1.3 -3.5 3.4 1.7 1.1 0.9 0.5 0.2 0.0 -1.0 1.0 0.2
Nominal Personal Consumption (YoY % Chg.) 1.9 -9.7 -2.0 -1.1 1.3 14.0 5.3 4.8 3.9 -2.7 6.2 4.7
Nominal Personal Income 3.2 10.4 5.9 4.2 3.9 -2.8 1.2 2.6 3.9 5.9 1.2 4.2
Retail Sales Ex-Autos 2.5 -7.5 2.0 2.9 4.2 14.8 4.0 4.2 3.5 0.0 6.6 3.9
Consumer Price Index 2.1 0.4 1.2 1.7 1.9 3.1 2.5 2.3 1.8 1.4 2.4 2.3
Federal Funds Rate (Upper Bound) 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 2.19 0.25 0.25 0.25
Prime Rate 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 5.28 3.25 3.25 3.25
10-Year Treasury Yield 0.70 0.66 0.69 0.69 0.73 0.76 0.81 0.86 2.14 0.69 0.79 0.96
Forecast as of: October 8, 2020
Interest rates presented are end of quarter rates
Note: Annual numbers represent year-over-year percent changes and annual averages
Sources: Visa Business and Economic Insights analysis of data from the U.S. Department of Commerce, U.S. Department of Labor and Federal Reserve. 
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Forward Looking Statements
This report contains forward-looking statements within the meaning of the U.S. Private Securities Litigation Reform Act of  
1995. These statements are generally identified by words such as “outlook,” “forecast,” “projected,” “could,” “expects,”  “will” 
and other similar expressions. Examples of such forward-looking statements include, but are not limited to,  statements we 
make about Visa’s business, economic outlooks, population expansion and analyses. All statements other  than statements 
of historical fact could be forward-looking statements, which speak only as of the date they are made, are  not guarantees 
of future performance and are subject to certain risks, uncertainties and other factors, many of which are  beyond our 
control and are difficult to predict. We describe risks and uncertainties that could cause actual results to differ  materially 
from those expressed in, or implied by, any of these forward-looking statements in our filings with the SEC.  Except as 
required by law, we do not intend to update or revise any forward-looking statements as a result of new  information, 
future events or otherwise. Our forecast assumes the bulk of the negative effects of the COVID-19 outbreak will occur in the 
second quarter of this year with a gradual relaxing of social distancing guidelines over the second half of 2020.

Disclaimer
Studies, survey results, research, recommendations, opportunity assessments, claims, etc. (the ‘Statements’) should be  
considered directional only. The Statements should not be relied upon for marketing, legal, regulatory or other advice. 
The  Statements should be independently evaluated in light of your specific business needs and any applicable laws 
and  regulations. Visa is not responsible for your use of the Statements, including errors of any kind, or any 
assumptions or  conclusions you might draw from their use.
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