
 
 

Government and agriculture down

3Q14 GDP growth reached 5.3%, below consensus forecast of 6.4%. Weak spending from the 
government was largely responsible for the below expected GDP growth. During 3Q14, government 
spending dropped by 2.6%, sustaining the weakness displayed during the first half. For the first nine 
months of the year, government spending fell by 0.1%.  

Weakness of agriculture also dragged GDP growth.  During 3Q14, agriculture spending fell 2.7%. 

On the positive side, consumer spending remained resilient while exports continued to grow. 
Consumer spending increased by 5.2% during 3Q14, after growing by 5.8% in 1Q14 and 5.3% in 
2Q14. Exports rose by 9.8% during 3Q14, after increasing by 12.6% in 1Q14 and 10.3% in 2Q14. 
Capital formation also rebounded, rising by 3.6% in 3Q14, after falling by 2.4% in 2Q14. Growth was 
driven by the rebound of the construction as construction spending of the private sector increased by 
15.7%, offsetting the 6.2% drop in construction spending of the public sector.  

By industrial origin, the manufacturing industry also remains strong with 3Q14 growth reaching 7.2%.
 

Maintaining positive long term growth outlook

Despite the disappointing 3Q14 GDP growth number, we maintain our positive longer term view of 
the economy.  As discussed earlier, the weak 3Q14 GDP growth number was largely due to weaker 
government spending. Unlike in the past, this was not due to the weakness of government finances 
but rather delays in disbursement of funds. The said problem is easier to address in our opinion.  

Outside of the government, other drivers of economic growth remained strong. Consumer spending 
remained resilient, exports continued to pick up, while investment spending rebounded. The 
manufacturing and construction sectors also continued to grow significantly.    
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Investment Rating Definitions

Stocks that have a BUY rating have attractive 
fundamentals and valuations, based on 
our analysis. We expect the share price 

to outperform the market in the next six to 
twelve months.

Stocks that have a HOLD rating have either 
1.) attractive fundamentals but expensive 

valuations; 2.) attractive valuations but 
near term earnings outlook might be poor 
or vulnerable to numerous risks. Given the 

said factors, the share price of the stock may 
perform merely inline or underperform the 
market in the next six to twelve months.

We dislike both the valuations and 
fundamentals of stocks with a SELL rating. 

We expect the share price to underperform in 
the next six to twelve months.

Securities recommended, offered or sold by COL Financial Group, Inc.are subject to investment risks, including the possible loss of the principal amount 
invested. Although information has been obtained from and is based upon sources we believe to be reliable, we do not guarantee its accuracy and it may 
be incomplete or condensed. All opinions and estimates constitute the judgment of COL’s Equity Research Department as of the date of the report and are 
subject to change without notice. This report is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a 
security. COL Financial ans/or its employees not involved in the preparation of this report may have investments in securities or derivatives of securities of 
securities of the companies mentioned in this report, and may trade them in ways different from those discussed in this report.
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