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HOURS WORKED AND REAL GDP

Real GDP

— Aggregate hours worked in nonfarm business
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Real GDP and Components, 1995:liiQ
(Advance estimate, s.a.a.r.2)
Change, Percent change, last:
billions Four
of 1987 8 Quarter  quarters
Real GDP 56.8 4.2 4.3
Consumer spending 26.8 2.9 4.0
Durables 15.6 1.7 9.2
Nondurables 0.2 0.1 2.7
Services 11.0 2.2 3.4
Business fixed
investment 16.3 8.3 18.4
Equipment 14.0 9.7 21.2
Structures 1.4 3.5 9.1
Residential investment 5.8 10.9 -2.9
Government spending 7.0 3.1 1.2
National defense 1.1 2.1 ~-4.4
6 Net exports 0.9 — —
Exports 18.3 10.6 14.3
Imports 17.5 8.6 14.1
Change in business
NEEEREN inventories 1.0 —_— —
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a. Seasonally adjusted annual rate.
b. 1995:VQ consists of October data onty.
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c. Three-month moving average of seasonally adjusted data.
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; and U.S. Department of Labor, Bureau of Labor Statistics.

Advance estimates of real GDP
suggest that the economy re-
bounded in the third quarter from
its lackluster performance in
1995:11Q. The 6% increase in hours
worked for October is equally en-
couraging and is indicative of con-
tinued strides in output growth in
the coming months. Increases in
government spending and con-
sumer durables, up 3.1% and
11.7%, respectively, were major

sources of strength. Investment ac-
tivity, particularly in equipment,
also improved. Residential invest-
ment, while still off slightly for the
year, maintained the strong ad-
vances observed in recent months.
The index of coincident indica-
tors rose an annualized 2% in Sep-
tember, continuing the trend that
started at the beginning of the ex-
pansion. The flat movements in the
composite index of leading indica-

tors, however, suggest a possible
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leveling off in overall economic ac-
tivity in the months ahead.

By contrast, real nondefense cap-
ital goods orders made solid gains
in September, increasing at an an-
nual rate of 29%. This bodes well
for future business activity.

Improvement in the economy’s
growth rate was evident across var-
ious sectors. Real final sales, a good
proxy for aggregate demand,

(continued on next page)



FRE Clevedand  November 1993

T

J http://clevelandfed.org/research/trends
November 1995

Best available copy

@ © L] @ @

Economic Activity (cont.)
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PERSONAL INCOME AND SPENDING TRENDS

REAL EXPORTS AND IMPORTS

Exporis
; [Z] Real personal consumption expenditures ok Imports
- Real disposable personal income
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a. Seasonally adjusted annual rate.

SOURCE: U.S. Department of Commerce, Bureau of Economic Analysis.

advanced an annualized 4.2% in the
third quarter, up nearly 1% percent-
age points from its 30-year average.
This suggests that the increase in
activity resulted from underlying
demand and not from any signifi-
cant inventory accumulation. Busi-
nesses accumulated over $35 bil-
lion in inventories last quarter
(1987 dollars), $1 billion more than
in 1995:11Q. The second-quarter
slowdown appeurs to have been a

temporary adjustment. Moreover,
businesses have maintained a rela-
tively constant inventory/sales ratio
this year, with only slight increases
over 1994 levels.

Consumer activity remained
healthy in September, due in part to
solid gains in real disposable per-
sonal income (up 3.5%). This rise
helped to spur a 3.3% increase in
consumer spending for the month.
Real net exports made equally

strong gains in the third quarter,
with exports increasing at a 10.6%
annual rate while imports rose
8.6%. Strength in real exports
stermmed mostly from merchandise
trade, which rose nearly 15% in the

July-September period, while ex-

ports of services were relatively flat.
Overall, however, real imports ex-
ceeded real exports by $125.8 bil-
lion, an improvement of less than
$1 billion.



