
Growth Gripes – Reading Between the Lines

Gross Domestic Product (GDP) is a measure of 
economic activity within a country. A positive figure 
signals economic growth, and a negative number 
signals contraction. On Wednesday, the Bureau of 
Economic Analysis (BEA) reported that U.S. GDP 
declined 0.3% in the first quarter (Q1). The chart1 on 
the right shows the different components that make up 
the overall GDP measure going back two years.  

The green bar represents total exports minus total 
imports, and a negative reading implies that imports 
into the country significantly outweighed exports in Q1. 
The black bar represents total inventories, or the build-
up of intermediate goods that will contribute to the 
production of final goods down the line. Outside of an 
increase in imports and inventory, this quarter’s GDP 
resembles previous readings.  

The gain in both areas can be explained by companies 
importing goods to front-run potentially higher costs of 
increasing tariffs and, subsequently, storing them as 
inventory. Although this reading is negative, the decline 
in Q1 GDP can be almost entirely explained by this 
trade imbalance rather than a decline in economic 
activity. Companies imported more than they sold, 
leading to negative GDP growth for this quarter. 
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Economic Definitions 

GDP: Gross domestic product (GDP) measures the final market value of all goods and services produced within a country. It is the most frequently used indicator of economic 
activity. The GDP by expenditure approach measures total final expenditures (at purchasers' prices), including exports less imports. This concept is adjusted for inflation. 

Inventory: Inventory is the raw materials and finished goods a company holds for production and sale. 

Imports: An import is a product or service that is produced in one country and purchased in another, thus playing a role in international trade and affecting a country's balance 
of trade. 

Index Definitions 

S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of investment products. The index 
includes 500 leading companies and captures approximately 80% coverage of available market capitalization. 

Disclosures  

Index performance does not reflect the deduction of any fees and expenses, and if deducted, performance would be reduced. Indexes are unmanaged and investors are not able 
to invest directly into any index. Past performance cannot guarantee future results.  

Investing involves risk, including the potential loss of principal. No investment strategy can guarantee a profit or protect again loss. In general, the bond market is volatile; bond 
prices rise when interest rates fall and vice versa. This effect is usually pronounced for longer-term securities. Any fixed-income security sold or redeemed prior to maturity may 
be subject to a substantial gain or loss. Vehicles that invest in lower-rated debt securities (commonly referred to as junk bonds or high-yield bonds) involve additional risks 
because of the lower credit quality of the securities in the portfolio. International investing involves special risks not present with U.S. investments due to factors such as 
increased volatility, currency fluctuation, and differences in auditing and other financial standards. These risks can be accentuated in emerging markets. 

The statements provided herein are based solely on the opinions of the Ladenburg Thalmann Asset Management (Ladenburg) Research Team and are being provided for general 
information purposes only. Neither the information nor any opinion expressed constitutes an offer or a solicitation to buy or sell any securities or other financial instruments. 
Any opinions provided herein should not be relied upon for investment decisions. Certain information may be based on information received from sources the Ladenburg 
Research Team considers reliable; however, the accuracy and completeness of such information cannot be guaranteed. Certain statements contained herein may constitute 
“projections,” “forecasts” and other “forward-looking statements” which do not reflect actual results and are based primarily upon applying retroactively a hypothetical set of 
assumptions to certain historical financial information. Any opinions, projections, forecasts and forward-looking statements presented herein reflect the judgment of the 
Ladenburg Research Team only as of the date of this document and are subject to change without notice. Ladenburg has no obligation to provide updates or changes to these 
opinions, projections, forecasts and forward-looking statements. Ladenburg is not soliciting or recommending any action based on any information in this document.  

Ladenburg is a SEC Registered Investment Adviser under the Investment Advisers Act. Ladenburg provides investment advisory services and may serve as a sub-adviser for 
accounts managed by third-party advisers or may be included in advisory platforms sponsored or administered by affiliates or third parties. Ladenburg does not provide tax or 
legal advice. Please consult your tax advisor or attorney. For additional information, please see the Program Disclosure Brochure or ADV Part II for full details, which are available 
upon request or please visit https://adviserinfo.sec.gov/firm/summary/108604  7923431 
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