
Economic Activity 

Real GDP and Components, 1996: l l~~  
(Advance estimate, s.a.a.cb) 

chanae. Percent change, last: 

I Real GDP 

billions 
of 1992 $ Quarter quarters 

70.8 4.2 2.6 
Consumer spending 42.9 3.7 
Durables 20.1 14.1 
Nondurables 9.0 2.5 1.6 
Services 14.4 2.2 2.2 

Business fixed 
investment 
Equipment 
Structures 

Residential investment 
Government spending 
National defense 

Net exports 
Exports 
Imports 

Change in business 
inventories 

Percent change from preced~ng quarter s a a r 
5 0 / GDP AND BLUE CHIP FORECAST" i 

Percent chanoe, s a.a.r 

a. Chain-weighted data In 1992 dollars. 
b. Seasonally adjusted annual rate. 
c. Seasonally adjusted. 
SOURCES: U.S. Depadment of Commerce, Bureau of the Census and Bureau of Economic Analysis: and Blue Chip Economic Indicators, April 10 and July 10, 
1996. 

'I'he acl\.arice esrilnate Lor scconcl- 
clwirter GI)f' gro\\-th is a strong 
4.2%), i111 n ~ ) r e  t11;ui 2 perwnt;ige 
pc>ints from the first clu:lrter :~ncl :iI- 
most l\\;ice the gro\\-th r~ktc aiitici- 
172ted by rllosl an:ilysts \vhen the 
cparter began. 'i'irt~lally e\.eq. major 
sector of the economy poslccl a 
Iiealthy increase 1;ist c1~1:lrter. ;I sign 
that the proiongecl bi~siness esp;kn- 
sion rernnins \-igoroi~s. 'I'lle 1;irgcst 
incrc;ise \vas in resiclential ~OIISISLIC- 
lion, \vIlich gre\\. 15.1Oi1. f$i~sincss 
aclivit). in this sector ;lppe;krs to 

h;l\;e spillecl into the current clc1;irter: 
I-Io~ising starts have bee11 f l ~ ~ c t ~ ~ a t i n g  
near the relatively high level of' 1.5 
million units since early spring. 

Other areas of spending strength 
last q~larter included consumer 
clur.al>Ies, i~ i~s iness  ecluipment, and 
the go\fernrnent sector. Of the clo- 
rnestic spending categories. only 
conlnlercial construction sho\vecl :i 

clccline from the first cluarter. 
Wlle~i the second quarter I>egan. 

economists expected a first-llalf 
gro\vtli rate 01' slightly less than 2?h. 

. , I hen, lollowiilg the strong monthly 
clata that c:Ime o u t  I>et~v-\ieetl April 
:incl June, tiley revisetl their first-half 
gro\v-th projections up\\-3rd by more 
t11a11 one-thirci (to .30/0). From ~nicl- 
).ear. Iio\vever. the prevailing vie\\. 
among anal!,sts has the econo~ny's 
gro\\.th mte mocler-ating l~acli to 
~111oi1t :I\-er;ige--or perh;ipssliightly 
l>clo\\.-l~). early 1997. Eco~lonlic 
growth in the second half of 1996 is 
~ s ~ x c t e d  to 11e slightly under 2M%, 
frilling to just l~elo\\- 2%) in 1997. 

(cot/ tii/iied ot? iieL'vI J I L I ~ C )  
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Index, 1987 = 1.00 

1 INDUSTRIAL PRODUCTION I 

B~llions of current dollars B~ll~ans of curreni dollars 
270 50 

NONDEFENSE CAPITAL GOODS ORDERS AND BACKLOGS 

Net perceni rising 
70 

PURCHASING MANAGERS' INDEXES 

Percent of forecasts 
Rn , 

BLUE CHIP INDUSTRIAL PRODUCTION FORECAST 
(JULY 10, 1996) I 

Annualized percent change 

NOTE: All data are seasonally adjusted. 
SOURCES: U.S. Department of Commerce. Bureau of the Census; Board of Governors of the Federal Reserve System; the National Association of Purchasing 
Management; and Blue Chip Economic Indicators, July 10, 1996. 

1'eril:lps the biggest change in 
econo~llic gro\vtll cluring the past six 
months has Ixen a slurp revival in 
industri:~l acti\-ity. Af'ter sllo\ving 
only a small net incre~lse i l l  1995 
(alwut 10/i,,), inclust~.i:~l o ~ ~ t p c ~ t  ex- 
p;lnclccl an :lnnr~alizetl 5'?6 ~ILII-ing 
the first h:llf of 1996. Reports fl-om 
i~lclustrial ~x~rchasing ~~xunagcrs sug- 
gest that rli;~nuf:~cturing strcngtll is 
lilicly to continue over tile near 
tcr[li, \While 55(% oS ~1~1rc1~:~sil~g IIKLI~- 
:lgt't'S 11111 from only ,4596 in jan~iary) 
repol-tecl o ~ ~ t p c ~ t  rising in June, more 

th:~n h0?6 indicatecl highel- orcless. 
'I'his is the 1:trgest proportion noting 
orclers growth in al~llost t~x-o )-ears. 

In the c:lpit:ll gootls :ma, n-llel-e 
i?~~siness :~cti\.ity in the past se\.el.al 
).e;lrs 11:~s Ixen phenomen:il, gro\\.tli 
iiiclic:itors Ilzlve shown sol~ic recent 
signs o f  le\.eling off. Nonclefcnsc 
c.al?itlil goocis orciers have been flrlc- 
t~~:~ t ing  around $45 billion per 
month lor i~l~out eight 11iorltlls no\\., 
:incl the l>acl<log of capital goocls Il:ls 
1,een slon.i~~g its rate of increase 
since Jar-u~ary. Still, the plateau in 

1)usiness ini.estment is occ~~rring at a 
Ilistoric;~lly high level, perhaps :I 

sign tl i ; l t  these inclristries have finally 
neared their capacit).. 

'i'he oc~tiooli for the indusirk~l sec- 
tor is reason;il~ly I~rigllt. Nearly 700/i1 
of c.conosnists sul-\-ey-ccl in July antic- 
ip:ite gro\\-ti1 in I996 inclustrial out- 
l l l l t  Lo he i l l  tile 2%1 to 3(!/i1 range, 
n.hilc, a l~o i~ t  25% expect 3% to ~ ( W I  
gron,tll. For 1997. about ~45% of' 
tllose sur\~eyecl foresee inc1~1stsi;ll 
gro\i.tll in the 2%) to 3% range. vcrsus 
:~ro~lncl "iOVii \vho expect 3% to 4%. 
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