
Economic Activity 

Real GDP and Components, 1 9 9 6 : l ~ ~  
(Advance estimate, s.a.a.cb) 

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

Real GDP 47.1 2.8 1.8 
Consumer spending 39.4 3.5 2.7 
Durables 10.1 7.0 5.9 
Nondurables 11.0 3.1 

18.5 2.9 2.8 1 
Business fixed 
investment 21.0 12.1 5.9 
Equipment 18.7 14.5 6.7 
Structures 2.6 5.8 4.0 

Residential investment 2.9 4.4 1.3 
Government spending 5.7 1.8 -0.5 
National defense 5.6 7.4 -3.2 

Net exports -1 4.4 - - 
Exports 5.4 2.7 6.5 
Imports 19.8 9.1 4.7 

Change in business 
inventories -8.6 - - 

Percent change, s.a.a.r.b 
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Percent change from corresponding quarter of previous year 
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a. Chain-weighted data in 1992 dollars. 
b. Seasonally adjusted annual rate. 
c. Seasonally adjusted. 
d. March data are estimated by deflating nominal retail sales by the Consumer Price lndex for commodities 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; and The Conference Board. 
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Advance estimates releasecl 1,y the 
Commerce Dcp:irtrnent show real 
GDP rising 2.8'!41 in the first cluarter, 
substantially ;lI>o\,e the 1.5% that an- 
alysts hacl generally :~nticipatecl. The 
lower forecilst lvas 1,:1secl in part on 
the General Motors strilie. the gov- 
ernment shi~tclonn. :lncl the escep- 
tiotlally liarcl winter. 'l'he Commerce 
Ilepartment estimateel that re:il GIIP 
woulcl ha\.e incre;lsecl 1-i.294~ in the 
first cluarter lvithout the auto pro- 
c l~~ct ion figilres, ancl th;~t other spe- 
ci:d klctors trimmecl O.2!41 off the 
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overall g r o ~ v t l ~  rate. Aclvance esti- 
mates are basecl on vely preli~ninary 
clata. but the size of past revisions 
suggests that the final estirllates are 
i~nlikely to drop as low as 1.5%. 

01-er the past four cluarters, real 
GIII' ;tdvanced 1.8%. This rate is 
I,elow historic norms, but is not sub- 
stantially different from recent esti- 
lnates of the economy's long-term 
gron.th potential (2.0%). 

Consumer spending rose a strong 
3.5% in 1996:IQ ancl 2.7% over the 
last four cluarters, with big g;lins in 
consumer durahles. Early concerns 

about debt-l~urclenecl consumers 
ancl shrinliing consumer confidence 
seen1 to have been i111nl;lrrantecl. 
(Aclj~~stecl for inflation, March retziil 
sales fell slightly, but on a year-over- 
year I~asis seem consistent with 
moderate gro'iiqh.) 

Business fixed investment ivas a 
n~ajor component of the strong first- 
cl~~arter sho~ving. Over the past year, 
corllpanies have purch:lsecl a large 
volume of information processing 
ecl~lipment, especially computers. 

(cotztil71tcd on 17e .~ tp~1g~j  
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Economic ActiuiQ (cont.) 
Ratio Percent change, s a a r 

Percenl change from corresponding quarier of previous year 
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a. Seasonally adjusted. 
b. Seasonally adjusted annual rate. 
c. Chain-weighted data In 1992 dollars. 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis and Bureau of the Census; and Board of Governors of the Federal Reserve System. 

The pace of inventory ~ ~ c c u ~ n ~ ~ l a -  
tion slowed in the first cjuarter. On 
balance, I>usinesses adcled S7.9 bil- 
lion (1992 clo1l:~rs) t o  tlleir stocks, 
comparecl with SI6.5 I>illion in 
1795:IVQ. 'l'he retail sector actually 
clrexv clown in\-entories, In\.ento~-y/ 
sales ratios suggest that further sub- 
stantial inventory corrections are un- 
likely. especially at the retail ancl 
wholesale levels. blan~~hcturingg ill- 
ventories, howevcr: n ~ y  still I>e a bit 
high re1:ltive to shipments. Inclustrial 
procluction slowecl in 1995 as inven- 

tories rose relative to shipments. Ex- 
clucling the production of automo- 
biles and parts, which the GM strike 
affected. inclustrial production acl- 
vanced 4.2% in the first quarter. 

Federzll governnlent purchases of 
goods and services increasetl 6.7% 
in 1996:IQ, but continued to decli~le 
on a year-over-year basis (clown 
3.5%). The persistent reductions in 
fecleral expenditures have been con- 
centrated in the defense category. 
State ancl local government outlays 
have grown a fairly steady 2% in 

eadl of the last fexi- years. 
Residential fisecl investment acl- 

\r:u~lcecI in the first quarter after de- 
clining on a year-over-year basis 
throughout 1995. Housing starts 
clropped 3.9% in March, but. dis- 
counting the extreme month-to- 
month volatility in this series, have 
remained moderately high since 
early 1995. Existing home sales 
were up  a strong 6.9% in March, 
I~ringing the nleclian U.S. homc 
price to $115,300-a 6.8% increase 
from last ye:lr. 
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