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Economic Activity 

Preliminary estimate 

Percent change from corresponding month of previous year 

IPERSONAL INCOME AND SPENDING  TRENDS^ I 

Percent change from preceding quarterb 
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a. Chain-weighted data in 1992 dollars. 
b. Seasonally adjusted annual rate. 
c. Index, 1985 = 100; seasonally adjusted. 
d. Index, February 1966 = 100. 
e. Percent of University of Michigan survey respondents reporting that now is a good time to buy. 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; The Conference Board; the University of Michigan; and Blue Chip Economic 
Indicators, November 10. 1996. 

The Commerce I)ep:~rtment re- 
cently parecl its esti~nate of third- 
q u a ~ t e r  econon~ic growth from 2.2% 
to 2.0%. lIo\\;nn;~rcl acljustments to 
the ovelall pace of invento~y accu- 
mulation and to net exports clomi- 
natecl the ~c\~is ions .  I7ut \\;ere par- 
ti:illy offset by  upw:1rcl corrections 
to business fixed in\.est~nent and 
state and local go\'rernment spencl- 
ing. Although the 2.0% growth rate 
is belo\\. the exceptional seconcl- 

quarter rate of 4.7%, it is consistent 
with estinlates of U.S. potential eco- 
nonlic growth, which generally 
range from 2.0% to 2.3%. 

Consumer expenditures, account- 
ing for approxirnately two-thircls of 
GDl', slowed in the third cluarter. 
Throughout the summer months, 
consumers augmented their savings, 
but October's data suggest a return 
to the brisker spending pace seen 
earlier this year. Real personal con- 

sumption expenditures increasecl 
2.9% (year over year) in Octol>es, ex- 
ceecling the 2.6% gain in real clispos- 
able income. Measures of con- 
sumers' overall conficlence in the 
economy are at the highest levels yet 
reached in the current expansion. 

Building pernlits and housing 
starts, both fairly volatile on  a 
month-to-month basis, have cle- 
clinecl marlteclly since last May and 
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Economic Activity (cont.) 
Index 1987 = 1.0 Index, 1987 = 1 .OO 

Index, 1987 = 1 .OO Days' supplyC 
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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 and Bureau of Economic Analysis; Board of Governors of the Federal Reserve System; and 
Ward's Automotive Reporls. 

Aug~ist, respectively. Nevertheless, 
sales of new single-unit h o r ~ ~ e s  
rem:tin brisl<. Although consumer at- 
titudes al2out home lx~ying h;ive cle- 
terioratecl over the year, approxi- 
mately 76% of responclents to the 
Ilniversity of Michigan's survey he- 
lieve that conelitions for purchasing 
a home are good. 

Inclustrial production. which in- 
creased an average 0.3% per month 
this year, fell 0. j(% in Octol,er. 
lasgely beca~ise of l:~hor clisputes in 

the automobile industry. (The Cana- 
clian Auto Wor-kers returned to work 
on October 24, after a 21-clay n;ork 
stoppage, and the Ullitecl Auto 
\Vorliers ended brief, localizecl 
strikes on October 29.) Nonautomo- 
tive incl~~strial productioll also de- 
clined slightly in October, clue pri- 
marily to reduceci output of 
consumer durable goocls. 

With labor issues resolveel. :~uto 
production will probably rcl)ounci i i ~  

the corning months, but m:lnuf~~ctur- 

ers are not likely to nuke up all their 
lost output. Consumer purclnases of 
new cars have declined sharply this 
year, reaching 3.47 illillion units in 
October. the lowest level in more 
than 10 years. Business purchases of 
new cars, which now exceed con- 
sumer acquisitions, also cieclinecl in 
September and October. Despite the 
strike-inciuceci clisruption of supply, 
clealers' currellt stoclis of cars ancl 
light trucks seen1 adequate. 
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