
Economic Activig 

Real GBP and Components, '1996:llQa 
(Preliminary estimate, s.a.axb) 

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

Real GDP 80.2 4.8 2.7 
Consumer spending 39.0 3.4 2.6 
Durables 16.9 11.8 6.9 
Nondurables 5.9 1.7 1.3 
Services 16.5 2.5 2.3 

Business fixed 
investment 7.4 4.0 5.7 
Equipment 8.2 6.0 6.5 
Structures -0.5 -1.1 3.4 

Residential investment 10.2 15.9 9.7 
Government spendlng 25.1 8.2 1.2 
National defense 8.6 11.5 -1.5 

Net exports -1 1.2 - - 
Exports 9.5 4.8 6.9 
Imports 20.7 9.4 5.3 

Change in busmess 
~nventor~es 10.2 - - 

Percent change iron- corresponding month oi previous year I PERSONAL INCOME AND SPENDING TRENDSa 

- Real d~sposable 
personal income I \ 

Percent change from preceding quarter, ~ . a . a . r . ~  

5'5 [ GDP AND BLUE CHIP FORECAST 1 

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

'The (;ominercc I)el~artmenr in- 
creasccl its seconcl-c1~i:istcr CrllI' esti- 
nlate 111. S9.4 l>illion. lifting tlic ~[u:II-- 

terly gro\\-tli n t e  from 4.2% to .t.S?/ci. 
Up\~~\;;~rcI acljiistn~ents to Ix~siness 
fixed in\-estment :incl go\.erntnent 
spcncling. ancl a clo\\~n\\~:~rcl se- 
:ippr:~is:il of inlports. clo~ninatcd the 
revisions. Tlie Ilepartment :ilso low- 
creel its estimates of consumes 
slxmcling :i~id the rate : ~ t  \\.hiell I~~is i -  
nesses acldecl to their in\.entorics. 

'f'he seconcl-cliiaster gron.th Kite 

marlteclly better than the 2.0% 
1x)stccI in tlic first three mo~i ths  of 
r h c  ).ear. Much of the irnpro\.elnent 
resulteel frorn a rebuilcling of ziuto- 
~nohile inventories, government 
spending :it all levels, cons~imer 
spending on durables, and invest- 
ment in resiclential structures. 

>lost economists d o  not see the 
seconcl-cliiarter growth spilrt contin- 
uing. 'l'hose responding to the 131ue 
Chip survey, for example, expect 
the ecoilomy to expa~ ld  approxi- 
rn;itely 2.OO/ir in the thircl clilarter, 

l.l"/i, in the final cluarten ancl 1.9%) in 
1997. Accorcling to Inany econo- 
mists. a long-term growth [.ate of 2(% 
(or slightly klster) is consistent with 
trencls in U.S. investriient. work 
hoilrs. :lncl productivity over the last 
cleczicle or so. 

He\;;il pesx)~x" cconsc~rnption spencl- 
ing increaseel zipproximatel). 2%) in 
June anel July on a year-over-year 
fxisis, slon.ing from a 2.60/1 average 
clip over tlic first five months of the 

fcoirtir~~ied 0 1 2  i1cJ.x/ / ) L I ~ c ~ )  
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Economic Activiy (cont.) 
Index, 1987 = 1 

Percent 
l 4  1 NONRESIDENTIAL FIXED INVESTMENT AS 1 

U.S. Housing lndicatorsa 

July Percent change since 
1996 level, June JUIY 
thousands 1996~ 1995 

Housing starts, 
total 1,455 -1.3 0.3 

Housing starts, 
single unit 1,133 -5.7 0.7 

Permits, 
total 1,457 3.0 7.3 

Permits, 
single unit 1,073 -1.1 5.5 

New homes sold, 
single unit 783 7.9 0.1 

Existing homes sold, 
s~ngle unit 4,140 -0.5 4.3 

a. Seasonally adjusted. 
b. Not annualized. 
c. Chain-weighted data in 1992 dollars. seasonally adjusted. 
d. Includes inventory valuation and capital consumption adjustment. 
e. Excludes inventory vali~ation and capital consumption adjustment. 
SOURCES: U.S. Department of Commerce. Bureau of the Census and Bureau of Economic Analysis; Board of Governors of the Federal ReSe~e  System; and 
the National Association of Realtors. 

)-ear. Re~tl clisposal>lc income gro\\-th 
continiles to hole1 ste;lciy near YK. 
The cliflerence i7etween consump- 
tion ancl income gro\\.th silggesls 
that consumers ma). he aLteml,ting to 
2ttlj~lst tlleir clel,t positions. 

In\-entories \\.ere also \\.e;~ker tllan 
cxpec.tecl in June. hut in\-entor!.-to- 
sales ~ t t i o s  looliecl f ; lvo~~l, le  zit :tII 

icvcls. Retailers n w e  holeling only 
1.49 montlis' \\-orth o f  stocl\: in June. 
:tnd mxnul~~ctill~er:.;' iil\.cntoi-).-to- 
stlipnlcnts ratio reacheel a lo\\. of I .59 
in July. F~~rt l ler  in\.entor). trilnniing is 

~lnliliel\.; in fact, Illany economists 
:Ire expecting some rel,uilcling. 

Althoi~gh housing starts fell 1.3?4 
in July. tot;tl starts remaineel at a 
rcspcct:~t~lc 1.46 million units anci 
1)eniiits incre;tsed. Sales of ne\\- ancl 
existing homes in recent montlis 
suggest some moclerate slacl ieni~~g 
in elemanel. but consumer :~ttituclcs 
a1,out llome buying :tre holding 
steaclj.. 

IJ~lsiness fixed investment has ac- 
coilntecl for 10.()(% of Gf31' this  ye:^^; 

the highest sh:tre since at Ic:~st 1980. 

hlucii of this investment ~.eflects ac- 
quisition of information ccjuip~nent, 
inainl!; c o ~ i i p ~ ~ t e r s .  In \~cs t~nent  in 
I,usir~css s t r i~c t~~res  has slo\vecl since 
the e:trl). 1980s. 

1)espite slackening in the seconcl 
c1u:~ter. :tfter-tax corporate profits 
li:t\-e clemonsti.atecl rcl:ttively strong 
grorvth o\.er the last ).car. Corpor.ate 
cash l'lo\v, u.Iiic.11 exerts ;I stronger. 
inf'lilence on ne:tr-term in\.estment 
civcisions. has shonm e\.en higiie~. 
gron.th. 
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