
 

Any opinions herein, including forecasts, reflect our judgment as of this date and are subject to change. 

American Beacon Advisors 

3rd Quarter 2015 Economic Summary 

 
 
After a relatively quiet first half of the year, volatility returned during the third quarter of 2015.  While the 

US economic expansion continued, disruptions across the globe sent equity markets reeling and corporate 

bond spreads wider.   

 

After Greece reached a deal with its European creditors in July, global focus shifted to China.  The quarter 

started with a continuation of the rout in Chinese equity markets as concerns grew that stocks were 

overvalued given the country’s weaker economic outlook.  Government intervention temporarily halted the 

decline, but the selloff resumed when China’s central bank unexpectedly devalued the yuan by 2% in mid-

August.  The devaluation rattled world markets and sent commodity prices plummeting.  Subsequent weak 

Chinese manufacturing reports only reinforced concerns of a slowdown.  In response, China’s central bank 

cut interest rates and its government boosted infrastructure spending to stimulate economic growth.  These 

measures restored some calm to equity markets, but investors remain cautious.   

 

Following an impressive second quarter rebound in growth, US economic activity moderated somewhat 

during the third quarter of 2015.  Labor market conditions continued to improve, but the pace of job gains 

slowed as plunging oil and commodities prices resulted in cutbacks in drilling and exploration.  

Manufacturing also stalled as a stronger dollar and faltering overseas demand slowed the pace of orders.  

While foreign buyers were deterred by higher prices on exports, the US consumer remained resilient.  US 

consumption was buoyed by job gains and lower gas prices, which gave consumers the confidence to look 

past the recent turmoil in financial markets and open up their wallets for big ticket items such as cars and 

homes.  Housing remained a bright spot for the economy as rising rents and still-low borrowing costs lured 

people away from apartments and into homeownership. While the US consumer remains the backbone of 

the economic recovery, a pop in wages is needed to support continued spending and propel growth further. 

 

Leading up to the much anticipated September FOMC meeting, the Fed was faced with the task of weighing 

solid US economic data against a slowdown in global growth and financial market volatility.  While fed 

funds futures were pricing in little chance of a rate hike, most economists believed September liftoff was a 

real possibility.  In the end, the Fed opted to keep rates unchanged.  Although markets were betting against 

an increase, the dovishness of Yellen’s post-meeting press conference came as a surprise.  Yellen cautioned 

that global headwinds and the strong dollar could restrain US economic activity and put further downward 

pressure on inflation.  The downbeat sentiment resulted in a selloff in equity markets as uncertainty 

increased and confidence in the US economic expansion waned. 

 

In the weeks following the September meeting, Yellen toned down her dovish bent, and the minutes to the 

meeting revealed that the decision not to raise was a close one.  So a hike before year-end is back on the 

table, and the “will they go or not go” debate rages on.  The decision on when to begin rate normalization 

truly is data dependent.  Only time will tell if the US has enough economic strength to clear the Fed for 

liftoff this year.  Stay tuned…   

 

      


