
Economic Activity 

Real GDP and Components, 1997:lQa 
(Advance estimate) 

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

Real GDP 96.1 5.6 4.0 
Consumer spending 73.5 6.4 3.4 
Durables 28.8 19.9 8.1 
Nondurables 22.3 6.3 2.4 
Services 23.4 3.6 2.8 

Business fixed 
~nvestment 22.6 11.9 9.6 
Equipment 18.2 12.8 9.6 
Structures 4.6 9.5 9.5 

Residential investment 3.7 5.5 3.4 
Government spending -1.8 -0.6 1.3 
National defense -8.1 -10.1 -3.4 

Net exports -31.9 - - 
Exports 17.0 8.1 9.1 
Imports 48.8 21.9 10.9 

Change in business 
~nventories 29.0 - - 

Percent change irom corresponding month of previous year 
7 I REAL PERSONAL INCOME AND SPENDING  TRENDS^ I 

Peicent chanue from orecedino ouarter 

a. Chain-weighted data in billions of 1992 dollars. 
NOTE: All data are seasonally adjusted. 
SOURCES: U.S. Department of Commerce. Bureau of the Census and Bureau of Economic Analys~s; and Blue Chip Economic Indicators, April 10,1997 

Aclvance estim:~tes releaseel I)y the 
Com111erce 1)epartlnent in late April 
show real CIII' rising 5.6(K1 in t l ~ e  
first qi~arter-the largest gain in 
nearlj- 10 !.e:irs ancl one that suh- 
stantially esceeclecl expectations. 
Economists participating in April's 
131ue Chip sur\.ey n-el-e anticil3:lting 
~t 3.1(!/;1 gro\\.th rate. i\ltIio~~gh the 
Cornmerce 1)epartrnent's acl\.ance 
estim;ites are constructccl \\.ith pre- 
lill~i~l:lry ;lncl incomplete clata. a11 
analysis o f  past GIII) re\.isions s ~ ~ g -  

gests that the reesti~nate of the 
first-cluarter growth rate (to 13e re- 
leasecl in May ancl June) will not fill1 
1)elow j.O(W,. 

Consumer spending, inventory 
acc~lm~llation, ancl business fisecl 
investment led the first-c1uarter 
aclv:ince. Although exports rose 
sharply, imports increasecl at a n  e w n  
L'lstel rate, ~tncl the trade cleficit 
\\.iclenerl. Government spencling 
continuccl to contract. 

I.ooliing aheacl, most 21n;~lysts 

non-  espect the economy's gro\\~th 
rate to slon. to 2.0% by the entl of  
the year. Forecasts tenel to revert to 
th;lt rate t>ec:iilse Inany eco~lomists 
believe it is consistent with p:ltterns 
o f  l i .S.  labor force participation, 
capital accl~rniil:ttion, ancl procluctiv- 
ity p i n s  over the past clecacle or so. 
Solne ol~ser\.ers, ho\\iever. are be- 
ginning to qc~cstion \vliether these 
c.stinl:ltes o f  the economy's growth 
potential ~ ~ r c  too lo~v. 
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Economic Activity (cont.) 
Percent change from previous quarter 
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a. Chain-weighted data in bill~ons of 1992 dollars. 
NOTE: All data are seasonally adjusted. 
SOURCES: U.S. Department of Commerce, Bureau of the Census and Bureau of Economic Analysis; Board of Governors of the Federal Reserve System; 
and the National Association of Purchasing Management. 

Consi~mer outla\-s accounteel for 
tliost of the first-c~u:~rter surge. Real 
personal clisposxhle income in- 
creasecl at a he;llthy year-over-year 
clip cluring the .i\.inter months. t'~1e1- 
ing strong expenclitilre growth as 
well as some improvement in 
tiouseholcl balance sheets. New 
home sales declined slightly in 
March. but remain at high levels ancl 
continue to shon. strong ).ear-over- 
year p i n s  (9.4%)).  Housing starts 
ancl 1,~lilcling permits also remain at 
health!. levels. 

Another major component o f  the 

first qi~arter's favorable growth per- 
formance xvas inventor); acc~~mula -  
tion. February's inver~tory-to-sales 
ratios (the latest available clata) ap- 
peared low :lt the manufacturing, 
\vholesale, and retail levels. Any 
si~hsecli~ent buildup is likely to have 
Ixen intended and shoulcl not h~uii- 
per near-term growth. 

13usiness fixecl investment I~oi~ncl- 
eel z~he~icl in the first cluarter at twice 
the rate of total GDP, contill~ling the 
investment boom that startecl in 
1991. Computersaalld relateel procl- 
ucts ;~ccountecl for ~ilost of this p i n .  

Iiesiclential investment reversecl a 
t\vo-c~i~~"rer clecline. 

Intlc~strial production jumpecl ap- 
proxirn;~tely 0.9% in April. with 
gains in every component. The in- 
di~strial sector, which has elemon- 
stratecl particularly strong growth 
since earl). 1996, is operating :it 
S:i.l?h of capacity. a two-year high. 
r .  I he l;ttest p~~rchasing man:lgers' sur- 

also confirms the strength of the 
nation's inclustries. More than j4% 
of the responclents reportecl higher 
O L I I I X I ~  and ostlers growth in April, 
nlarking the eleventh consecutive 
monthly reacling above jOo/ii. 
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