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The U.S. economy did better in
the second quarter of 2008 than
first thought.  GDP growth for the
quarter was revised upward from
the 1.9% as originally reported to
3.3%, driven by rising exports.  In
addition, oil prices have fallen
nearly $40/barrel from their mid-
July peak.  However, according to
Global Insight, Inc., growth is
slipping again in the third quarter
because the U.S. economy is run-
ning out of steam and the rest of
the world is slowing down, threat-
ening U.S. exports.  Global
Insight, Inc. is predicting that the
economy will stall by the turn of
the year, with small negative
growth in the fourth quarter of
2008 and the first quarter of
2009.  Overall, Global Insight’s
GDP growth forecast for 2008 is
higher than last month, at 1.8%
instead of 1.6%, while their 2009
forecast is unchanged, at 1.0%.  

The federal fiscal stimulus
package (i.e. taxpayer rebate
checks) gave consumers some
relief from soaring energy and
food costs, but the latest evidence
shows consumers pulling back.
Global Insight Inc. is predicting
outright declines in real consumer
spending during both the third

and fourth quarters – the first
such declines since 1991.  

Until the housing market stabi-
lizes, it will be impossible to draw
a line under the financial crisis.
The U.S. government seized con-
trol of mortgage giants Fannie
Mae and Freddie Mac in early
September, placing the liabilities
of more than $5 trillion of mort-
gages onto the backs of the U.S.
taxpayer.  The effects of this action
are still not known, but mortgage
rates should be unaffected in the
short term.  Tighter credit condi-
tions will continue to be a drag
on the economy and may persist
long after the worst of the finan-
cial losses have been record-
ed.  Nationally, it appears
that housing prices will not
bottom out even through
2009.   

Commodity prices have
tumbled amid mounting
signs of weakness overseas.
While gasoline prices are
coming down, slower global
growth brings downside
risks for U.S. exporters,
which has been one of the
few bright spots in the econ-
omy lately.  With commodi-

Economic Outlook Remains Unclear
ty prices now off their peaks,
headline inflation (CPI) will
come down.  

Pennsylvania’s growth nearly
stalled in the second half of 2007.
Employment was up 5,200 from
June 2007 to January 2008.  In
February 2008, the first sign of
slippage appeared with a report
that reversed all those gains, but
payroll levels have remained
steady.  July’s employment was
900 above February, but 500
below a year earlier.
Pennsylvania’s unemployment
rate as of July 2008 was 5.4%
compared to 4.4% in the second
half of 2007.
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