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Economic Activig 

Real GDP and Components, 1 9 9 5 : l ~ ~ ~  
(Advance estimate, ~.a.a.r.~) 

change, Percent change, last: 
billions Four 
of 1992 $ Quarter quarters 

Real GDP 15.5 0.9 1.4 
Consumer spending 9.3 0.8 1.9 
Durables 1.5 1 .O 1.9 
Nondurables -5.1 -1.4 0.8 
Services 12.5 1.9 2.5 

Business fixed 
lnvestrnent 11 .O 6.3 7.5 
Equipment 9.0 6.9 8.1 
Structures 2.1 4.7 6.0 

Residential investment 2.9 4.5 -1.9 
Government spending -1 1.9 -3.7 -1.2 
National defense -9.7 -1 1.6 -6.5 

Net exports 20.2 - - 
Exports 20.5 10.9 6.5 
Imports 0.3 0.1 4.3 

Change in business 
inventories -12.8 - - 
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a. Chain-weighted data in 1992 dollars. 
b. Seasonally adjusted annual rate. 
c. 1996 and 1997 estimates are from Blue Chip Economic Ind~cators, February 10, 1996. 
SOURCES: U.S. Department of Commerce. Bureau of Economic Analysis; Board of Governors of the Federal Reserve System: and Blue Ch~p Economic 
Ind~cators. 

Real GIIP grew O.9(!41 in 1995:IVQ. 
substanti:1ll\. off the pace set in 
1995:IIIQ. The fourth cluartcs Lvit- 
nessecl a slo\ving in consumer 
spencling. \\.it11 p~~rchases  of 11011- 

cluntl~les :ictually falling. U~~sincsses 
ran clo\vn inventories. ancl feder:ll 
pc~rchases continilcd to clecline. Ex- 
port gron.th accelesatecl, while im- 
pc~rts \\.ere ne:lrly flslt. 

'I'he econotny esp:~nclecl 2.1% for 
;111 of 1995. Economists s u ~ ~ e y e d  for 
Nllie Ob@ I ic .ot /c) t~~i~ I I I ( ~ ~ C L L / ~ I S  pro- 

jcct seal economic growth of ap- 
psoxilnately 2% for this year :inel 
nest. Altho~lgh some economists 
liavc \\.arnecl of a possible seces- 
sion, none of the U~LLL'  Cl?@ respon- 
clents clicl so. A 2% r:ite of expansion 
is consistent with some estirnlltes of 
the economy's potential-a sustain- 
alAe ixte of growth at full resource 
utiliz;ttion. Nevertheless, 2?41 is 
clearly I ~ e l o ~ v  historical U.S. gro\vth 
norms. Over the past 25 years, real 
growth has averaged 2.7%. Over 

longer time Iwmes. a 3.206 growtl~ 
Kite has psev:liled. 

Cons~lrnel- spentling fell in Janci- 
aq. ,  reflecting weather-related clistos- 
tions in the clata. I'ersonal income 
rose slightly. largel). o n  the strength 
of transler paylnents. On a year- 
over-ye:~r l ~ ~ ~ s i s ,  1ion.ever. real per- 
son:tl inconie inc~rc;lsecl 2.5041 in Jan- 
~ 1 s t ~ ) ' .  ;L rate consistent nith moclerate 
seal econoniic gro\vth. 

(corrtirzlic~d or7 ~ / e x / p n g c l  
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Economic ActiviQ (cont.) 

Percent change from correspond~ng month of previous year Ratlo 
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[MANUFACTURING ORDERS 

Blll~ons of current dollars Index 1985 = 100 
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RETAIL SALES AND CONSUMER CONFIDENCE 

a. Seasonally adjusted annual rate. 
SOURCES: U.S. Department of Commerce. Bureau of the Census; and The Conference Board 
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Incleses o f  overall consumer con- 
ficlencc aclvanced sh;lrply in Fel~ru- 
ary, reversing Jan~lary's steep de- 
cline. Large swings in this series are 
common. Retail sales (nominal) fell 
0.3% in Janilary, I x i t  ret:til s~tles es-  
clucling auto~nobiles rc.rn:~inecl flat. 
Sales of cars :tncl light tr~lcks rose 
5.6% in Fel~r~laly after January's cle- 
cline. Over the p;tst year. the Rig 
Three antomakers gained marliet 
share relati\.e to imports. 

'The ni~:tnuhcturing slowclo~vn 

continued in Jan~iary, with inelustrial 
1xc)cIuction Lalling 0.6%. Ind~tstrial 
~xociuction has re~liainecl essentially 
flat since e:trly 1995. As the year pro- 
gresseci, analysts became concerned 
about the builclup of inventories. 
paiticul:trly at the man~ifacturing and 
\vl~olesale levels. Man~~facturers. re- 
tailers, and \vliolesalers have been 
trimming escess stocks, anti their 
it~ventory-to-sales ratios have re- 
cently declinecl. It is not clear that 
f ~ ~ r t h e r  c~its  in manufacti~rers' ancl 
wholesalers' inventories are irnmi- 

nent. The p~irchasing managers' 
iilcles rose in Fel~r~iaiy after five 
months of tlecline. I I L I ~  remains :tt a 
level that implies :I slowdown in in- 
d~lstrial performance. F:lctoiy orclers 
increaseel O.j(%, in Janual-y. ~vitti the 
g:lins htirly broad-basecl ;tcross 
clural>le ancl nondur:lble compo- 
nents. On a year-over-year Ixtsis, 
however, orders rernain cve;tIc. Orcler 
lxiclclogs rose sharply in J;tnua~y. 
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