
Economic Activity 

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

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

Real GDP 78.3 4.7 2.7 
Consumer spending 38.5 3.4 2.6 
Durables 16.4 11.4 6.8 
Nondurables 4.8 1.3 1.3 
Serv~ces 17.6 2.7 2.4 

Business fixed 
investment 7.0 3.8 5.6 
Equipment 9.2 6.8 6.7 
Structures -1.7 -3.6 2.7 

Residential investment 10.4 16.3 9.7 
Government spending 23.5 7.7 1 .O 
National defense 7.5 10.0 -1.9 

Net exports -1 0.7 - - 
Exports 11.2 5.7 7.2 
Imports 21.9 10.0 5.4 

Change in business 
inventories 10.1 - - 

Perceni chanye i r o n  corresponding month of previous year 
7 ( PERSONAL INCOME AND SPENDING TRENDSa I 

Percent of forecasts 
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Annual percenl change 

Index. 1985 = 100 

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 Economic Analysis; The Conference Board; and Blue Chip Economic Indicators, September 10, 1996. 

The Commerce Ile~xirtment's final 
GDP estimxte fix 1996:IIQ put real 
econornic growth at -'t.70/1, suk>stan- 
tially a1,ove the first cluarter's 2.0% 
rate. Anticipxting a slo\\.clo\vn ill  

~>ersorial cons~lmption expendi- 
tures, resiclential construction, anel 
federal government spencling. 
econoii~ists responding to Septem- 
Ix r ' s  Blue Chip surirey see the 
economy esp:~ntling L.S'XI in the 
third c1~1:1rter ancl 2.2?41 in the final 
quarter o f  this ye:Ir. 

For all of next year, the 111ean pre- 
diction is a 2.2% growth rate, but a 
substantial nun~ber  of respontlents 
anticipate a slightly faster pace. 
h13ny economists view long-term 
growth of 2%-or slightly faster- 
as sustainable indefinitely at high 
levels of resource usage. 

Real personal consumption 
spending stalled over the summer 
months: with act~lal declines spreacl 
through many purchase categories. 
On 21 year-over-year basis, corlsilnler 

spending fire\\; :at 311 average pace 
o f  2% in June, J~lly,  ancl Augi~st, 
compared xvith 2.7% over the first 
five months of 1996. Despite tliis 
apparent slowdown in spencling, 
over:lll c o n s ~ ~ m c r  coilficlence in the 
economy remains lxight, anel re:d 
clisposai~le iilcorlie gro\vth conti~i- 
Lies aho1.e 3%. Consl~mers m:~y 
be attempting to improve their l>al- 
:Ince sheets. 

( co tz / i~~ l / cd  oil i ~ e s t p ~ ~ g e )  
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Economic Activity (cont.) 
Millions o i  units, s.a a.r " 3-month moving average, millions oi units, ~ .a.a. l .~  Index. 1987 = 1 00 
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a. Seasonally adjusted annual rate. 
b. Seasonally adjusted. 
c. 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 the Census; Board of Governors of the Federal Reserve System; and Ward's Automotive Reports. 

When smoothed to eliminate 
month-to-mor~tll \.olatilit)-. t l ~ e  tmjcc- 
tories o f  ho~ising stxrts ancl ljuilcling 
pertnits siiggest sollle slon-ing in the 
pace of resiclential constr~lction. 
Ncvcrtheless, sales of ncu. I~olnes 
were very strong in J~lly ancl ilugirst. 
:~ncl consumers' attituclcs to\\,:u-cl 
horne 1,iiying rem;lin f:l\,ol.al~le. 

Incl~istrial procluction incrc:~secl 
0.5%) in  Ai~gust, follo\ving o n  the 
solicl 5.3%) a\;el':lge anni~:ll p:icc it  
has rr~:iintainetl since Ian~la~.!.. Pro- 

cliiction of i~irsiness ecluipnient xncl 
clefensc anel space ecluipment w;ls 
especially strong in August. Ixlt pro- 
cliiction of consumer goocls and 
nlotor vehicles ancl parts fell. pl'l~e 
nation's incliistrial sector oper:ltecl at 
Sj.i?41 of rneasurecl capacity in i \w 
gust. LVllile this rate of uti1iz;ktion is 
l,elo\\- 199i.s peak: it rern;~ins n-ell 
a1xn.e the 10-year average. 

7'hc IJALYr reached a tentxti\.e 
three-yex agreement \vith 120rcl ancl 
Chi-1-sler whereby the a~~tomalicn.; 
[".(I\-icle job gLlrtrantees l'or 9i(ki1 o f  

their n.orliforce o\.es the l i t>  of the 
co~ltract, unless there is :in i11clustl-y- 
\\.iclc cloc\.nturn. The IrAW ancl its 
C~~naclian coirnterpart must still 
reach a n  agreement with General 
Motors. \vhicli is trying to increase 
tile ocltsoc~rcing of its production l>y 
selling its p:u.ts plants. Al tho~~gl i  
:u~to proclirction cleclinecl some\vhat 
in Augirst, i t  rem3ineci at high levels. 
1)e:llers held 55 cl~lys' silpply of cars 
mcl 64 clays' supply of light tniclts. 
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