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Economic Activity 

Real GDP and Components, 1996:lQa 
(Final estimate, ~.a.a.r.~) 

change, Percent change, last: 
b~llions Four 
of 1992 $ Quarter quarters 

Real GDP 36.2 2.2 1.7 
Consumer spending 40.9 3.6 2.7 
Durables 12.1 8.5 6.2 
Nondurables 12.7 3.6 1.4 
Services 16.4 2.5 2.7 

Business fixed 
investment 21.5 12.4 6.0 
Equipment 18.2 14.1 6.6 
Structures 3.5 7.9 4.5 

Res~dential investment 4.8 7.4 2.0 
Government spending 4.9 1.6 -0.6 
National defense 2.9 3.8 -4.0 

Net exports -1 8.0 - - 
Exports 4.0 2.0 6.4 
Imports 22.0 10.2 5.0 

Change in business 
inventories -1 8.6 - - 

Index 1987 = 1 00 Days' supplyd 
1 20 95 I AUTO PRODUCTION AND INVENTORIES 

Revision to Real GDP and Components, 1996:lCJa 
(Billions of 1992 dollars, ~ . a . ~ )  

Revisions 

I Final 
level Second First 

Real GDP 6.812.7 -2.8 -8.1 
Consumer spending 4,655.0 -0.1 1.6 
Durables 602.2 0.6 1.4 
Nondurables 1,436.9 -0.4 2.1 
Services 2,616.8 -0.2 -1.9 

Business fixed 
investment 746.8 0.2 0.3 
Equipment 561.7 1.1 -1.6 
Structures 186.6 -0.7 1.6 

Residential investment 271.2 0.5 1.4 
Government spending 1,255.3 -3.3 2.5 
National defense 312.2 -2.7 0.0 

Net ex~orts -114.6 -4.0 0.4 
~xpohs  803.8 -5.5 4.1 
Imports 918.4 -1.5 3.7 

Change in business 
~nventories -2.1 3.6 -13.6 

Percent change irom preceding quarter, s a a r 
4.0 

a. Chain-weighted data in 1992 dollars. 
b. Seasonally adjusted annual rate. 
c. Seasonally adjusted. 
d. U.S. dealers' current stock as a share of daily average sales (includes domestic and imported vehicles). 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; Board of Governors of the Federal Reserve System; Blue Chip Economic Indicators, 
June 19,1996; and Ward's Automotive Reports. 

Accorclirlg to the Commerce 11ep;~rt- 
rnent's final figures, the econom). 
exp:inclecl at ;I 2.2% annuzll late in 
1996:IQ. The initial estimxte of 2.8% 
was scvisecl clo-\vn\varcl primarily 
I>ecause of a massil-e clr.:l\vclo\vn of 
inventories. 

In the first clu:lrtcr, nearl). all 
i~ro:~cl sectors of tlie economy regis- 
terecl faster growth than they clicl 
ewer the past yexr. The most rlotal,le 
exception lvas in\-entories. After :L 

$10.5 \,illion increzlse in 1995:I\'Q. 

l,usinesses clrew clown their stoclt- 
piles at a $2.1 billion annual sate in 
the first cluarter. Much of this re- 
flected a strike-inclucecl reduction in 
automobile stoclts. 

Althougl~ the drop in inventories 
was a cll-ag on first-quarter GDI? it 
also represents brighteneel pros- 
jxctsfor near-term growth. IvI~ich of 
the atlticipatecl acceleration in 
scconcl-cluarter output reflects an  
espcctecl rel>ouncl in motor vehicle 
procluction as ~nanufacturers at- 

tempt to rehc~ilcl stoclts and 11leet 
strong sales clemand. 

>/lost economists par'ticipating in 
the June Blue Cllip su~vey look for :I 

temporary surge in second-quarter 
activity, largely hasecl o n  the re- 
builcling of inventories. Through the 
remaincler of 1996 ancl in 1997, they 
foresee the economy expanding a~ 
:~l,oc~t a 2% clip. 'I'his ~llocleration is 
consistent lvith recent estimates of 
the nation's potential gro~vth-;L 

(cotrtit r r  red 017 ncxtp~lge) 
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Economic Activig (cont.) 
Ratio 
1 8  

Percent change irom corresponding month of previous year Index 1985=100 

l 2  [RETAIL SALES AND CONSUMER CONFIDENCE 
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NOTE: All data are seasonally adjusted. 
SOURCES: U.S. Department of Commerce, Bureau of the Census; Board of Governors of the Federal Reserve System; and The Conference Board 

rate that is sustainable at high levels 
of resource uti1iz:ition. 

B~~si~iesses  at :ill stages of procluc- 
tion ancl tratle have managed to 
lower their inventory-to-sales mtios, 
even esc l~~sive  of a~~tomol~i les .  Fur- 
ther trimming of stocks seekus 
unlikely, and in some sectors, inven- 
tories appear lean. Inclustrial pro- 
cluction increasecl 0.7%) in Map for. 
the second consecutive month, but 
whereas April's gains cvere largely 
concent~ktecl in autos, May's were 
~i lorc  hroaclly 1,asecl. The nzltion's 
~nan~~f>icturers, ~ltilities. :inti ~liines 
ol7er;~ted ;it 83.2% of capacit), in 

May, somewhat higher than in 
1995:I\'Q. 

On a year-over-year basis, retail 
sales (acljusted for inflation) have 
I~een increasing at a healthy 4% sate. 
Reviseel figures for personal con- 
sumption expenditures, a I>roacler 
nieasure of consunler outlays, have 
also shocvn moderately strong 
growth since February, often es-  
ceecling aclvances in real clisposal>le 
income. Hocvever, while consump- 
tion rose ;tbout 3% in  may, real clis- 
pc)sal~le income itlcreasecl slightly 
fnster. at ahout 3.1%. Although con- 
sunies attitc~cles appear fairly erratic 

on a month-to-mont Imsis, they re- 
main at a tavorable level. While 
clel~t-servicing I>urdens and delin- 
q~lency sates have piclced LIP, gains 
in stock ancl housing prices have 
1,olsterecl householcl wealth. 

thsiness fisecl investment spend- 
ing, tliough still strong, may soon 
I~egin to rnoclerate. New orders for 
nondefense capital goods jc~nlped 
9.6?6 i i ~  May. clue mainly to an  in- 
crease in expenclitures for commer- 
cial aircraft. I-Iowever, even exclud- 
ing this \.olatile sector, orders have 
recently Ixen declining on a year- 
over-yeas l>asis. 
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