
Real GDP and Components, 19953111Q 
(Advance estimate, ~.a.a.r.~) 

chanae. Percent change, last: 

billio& 
of 1987 $ Quarter quarters 

Real GDP 56.8 4.2 3.3 I 
Consumer spending 26.8 2.9 
Durables 15.6 11.7 7.7 
Nondurables 0.2 0.1 1.8 
Services 11 .O 2.2 2.8 

Business fixed 
investment 15.3 8.3 14.6 
Equipment 14.0 9.7 16.3 
Structures 1.4 3.5 8.7 

Residential investment 5.8 10.9 -1.4 
Government spending 7.0 3.1 -0.4 
National defense 1.1 2.1 -7.3 

Net exports 0.9 - - 
Exports 18.3 10.6 10.4 
Imports 17.5 8.6 10.0 

Change in business 
inventories 1 .O - - 

Index January 1990 = 100 
inn  

Percent of forecasts 

'"" I DlSTRlBUTlON OF ECONOMISTS' REAL GDP FORECASTS I 

Annual percent change 

Billions o i  dollars. seasonallv adiusted 

a. Seasonally adjusted annual rate. 
SOURCES: Blue Ch~p Economic Indicators, December 10, 1995; and U.S. Department of Commerce, Bureau of Economic Analysis and Bureau of the Census. 

Accorcling to the rillle Chip p:tnel 
of economists. I:.S. economic acti\.- 
ity is liliel). to slo\v this yeas from 
:In anticip:ttecl 3.3%~ incre:lse i11 
1995. Gro\\.th forcc:tsts for 1996 
center o n  a Ltnge of 2.5(%> to 2.7?4, 
I)i~t exhii)it ;I f;lisl). niclc clispersion. 

'l'he slo\ves grow111 forec;~st is 
I>asecl largely o n  a n  espectecl sof- 
tening in the consumes sector, 
which accounls 1'0s appsosim:ttel). 
t~vo-thircls of' tot:tl output. 1)espite 

21 sIi:u.1> increase in the preliminar-y 
cl;tt:t 1;)s Soveml)er, retail sales ap- 
pear to h:l\.e clropped off in recent 
motlths. 'I'otal retail sales 1ia1.e :td- 
vz~ncecl a t  a 2.9% :tnnual I-ate since 
last ~\I;iy. co~npztrecl with 6.5% over 
t l ~ c  p rev io~~s  12 months. Early (z111cl 
slietchy) evide~lce suggests that De- 
cemher's holicl;~y spending was 
we:lker tli;t11 xnticipatecl. 

In assessing ho~~seho ld  spencling 
 pattern^ :;"i;~lysts frequently cite 
consumers' sentiment aho~ l t  Imth 

the ove~ l l l  economy :lntl f11tilt.e jol) 
prc)spec~s Er'cli n1e;tx~e sllon-eel a 
getleral cleterioration over 1995. I x ~ t  
I>oth telltl to hc lather vol:ttile. Ac- 
tu;il elnployment grot i~l i  slo\vecl. 
but the ernploy~iient-to-~~c~~~i~~:tt ion 
ratio se11i;tinecl ne:u. its recoscl peal<. 

hlIost o f  the recent concern abo i~ t  
consumers h:is locusetl on their 
clel>t I~ul~clens-partic~~larly that 
porti(-)~i ; iss~ci;~ted with credit 

Icor~~iitrrc~~l oil r~extpqqc~) 
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Economic Activig (cont.) 
Index. 1987 = 1 00 Percent risina 

Index, February 1966 = 100 Percenta 

a. Percent of respondents expecting improvement less percent expecting worsening, plus 100. 
SOURCES: Board of Governors of the Federal Reserve System; National Association of Purchasing Management; U.S. Department of Commerce, Bureau of 
Economic Analysis; and the University of Michigan. 

carcls. Altlloiigh tlie ratio of con- 
sumer inst:~llment debt to clispos- 
able income has picltecl tip since 
late 1992. there is little eviclence 
that co~lsuniers' licliliclity is con- 
straineel. The clelincl~~ency rate on  
consumer installment cleht has 
risen, hut it  remains extremely low 
by historic stancl:trcls. 

The inciiistrial sector also shows 
some signs of softening. Imt no evi- W 

a - clence of :tn ove~ l l l  decline. Inclus- 
C 

trial pl.ocluction, while generally up - 

for the year, has remained flat in re- 
cent months. The purchasing man- 
agers' incles c a l ~ ~ e  in at just uncler 
50% l:lst year, implying about eclual 
prop~r t ions  of managers reporting 
growth ancl declines. The indilstrial 
sector accounts for only about 20% 
of n~ltional output, but it is a pivotal 
component of the business cycle. 

Despite the chance for some 
near-term slowi~lg in U.S. econolllic 
activity, evidence increasingly s ~ ~ g -  
gests that our long-range growth 

potential is strengthening. 13usiness 
fixecl investment as :I s1ia1.e o f  GDI' 
reached recorcl levels in 1994 and 
1995. :tnd productivity gro~vth  is 
al,o\;c trend. The Stantlard & l'oor's 
500 acl\iancecl more than 30% in 
1995, compareel with :tn average in- 
crease of 3.4% over the previous 
two years. 'l'hese strong g:~ins-k~r 
in excess of the inflation rate- 
imply that the market may I,e sais- 
ing its espect;~tions for f~1t~ir.e real 
earnings ancl economic jirowth. 
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