
Economic Activity 
Percent change irom preceding quarter 

Real GDP and Components, 1997:IQa 
(Preliminary estimate) 

change, Percent change, last: 
billions Four 
of 1992 5 Quarter quarters 

Real GDP 98.8 5.8 4.1 
Consumer spending 66.2 5.7 3.2 
Durables 28.0 19.4 8.0 
Nondurables 17.4 4.9 2.1 
Services 21.6 3.3 2.8 

Business fixed 
investment 21.8 11.5 9.5 
Equipment 18.9 13.4 9.7 
Structures 3.1 6.4 8.7 

Residential investment 4.0 5.9 3.5 
Government spending 0.2 0.1 1.5 
National defense -8.1 -10.1 -3.4 

Net exports -28.4 - - 
Exports 23.1 11.1 9.8 
Imports 51.6 23.3 11.2 

Change in business 
inventories 34.3 - - 

7 I GDP AND BLUE CHIP FORECAST I 
Aclual I 

" 10 110 Ill0 IVQ 10 110 IVQ 

Perceni change i i ~ m  corresponding month of prevlous year Perceni change iroin correspond~ng month of prevlous year 
6 I REAL PERSONAL INCOME AND SPENDING  TRENDS^ 25 1 EXISTING SINGLE-FAMILY HOME SALES I 

Real personal 
consumption expenditures 

- Real disposable / 
n 1 ) personal income 

a. Chain-we~ghted data in billions of 1992 dollars. 
NOTE: Ail data are seasonally adjusted. 
SOURCES: U.S. Department of Commerce. Bureau of Economic Analysis; National Association of Realtors; and Blue Cli~p Economic Indicators, May 10, 1997. 

I'reliminar). estim:ites sho\v that the 
cconom!. grey\\- 5.S'Kl in the first 
e~u:~r tu ,  slightl?- laster than psevi- 
~ L I S I ; .  sc~>ostecl. LJp\\-:trcl re\.isioris to 
inventory :iccu~ni~lation zinc1 e s -  
portq>;irti;~ll~. offset a sm:ill clo\vn- 
\v;~rd : i~ l j~~s t~ l i en t  tu coiis11111er 
slxncling. 'l'lle first cl~i:ister's o\.er:ill 
strengrh rcflects acl\.~inces in per- 
sonal consumption. in\.enLo~)- accu- 
mcllation, esposts. ancl procl~~cers '  
c l u ~ i l ~ l e  eciuipmcnt. 

Econotnists participating in the 

I31~1e Chip survey :lnticipate gro\vth 
will I,e :ipp~)sitn:itely 2.3'><1 in the 
current c1~1;wter and \\'ill taper off to 
2.O(% h;. ye:u's encl. Forec:~sts of eco- 
iio~nic gro\\-ih cisually revert to a 2% 
tre~lci-:I sate that many be1ie1.e re- 
flects the economy's unclerlying 
gso\vth potential. Recent e\.iclcncc 
o n  lal>or force p:lrticipation. c:lpital 
:icc~~rnrll:ition. ;inel pr(,clucti\.it), 
gro\\.th. Iio\\.ever. suggests tli:it 2?0 
may be :in unclerestimate. In fact. 
I..S. economic gro\wth h:is ar.el.:~gecl 

~.S '%I o\-el- the past 30 years. 
Tile consumer sector remainecl 

r o h ~ ~ s t  in A17sil. Re:d clispoxdl'le per- 
son:il income grew :it ils kistest 
ye:ir-o\.er-ye:ir p : ~ e  since J a n ~ ~ a t - y  
1995 (up  y t . 5 0 6 ) .  Lvhile real person:il 
consum[>tion espenclitcires contin- 
uecl to I,e hcalthy. 

Seu .  single-kimily liome sales 
pl~lngecl 7.7% in .%psil. the biggest 
elsop in sis  months. hIc~ch of illis 
cleclitie came from a 16.i(X1 fall in 

(cotiti121~e~lo12 rle.vtp~~gei 
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Economic Activity (cont.) 
3-month moving average 
1.6 [ HOUSING STARTS AND PERMITS I 

Percent change lrom correspaiiding month o i  previous year 
20 

NEW DURABLE-GOODS ORDERS 

Percent change from corresponding month of previous year Percent 
7 86 

Ratio 
1 .8 

INVENTORIES/SALES I 

NOTE: All data are seasonally adjusted. 
SOURCES: U.S. Department of Commerce, Bureau of the Census; and Board of Governors of the Federal Reserve System 

the \Xest. Sales fcll (,(XI in the S o ~ ~ t h  
ancl 2.9?<1 in the Miel\\-est, I ) L I I  the 
Northeast heltl steacl!.. Sales o f  exist- 
ing homes also slippeel in ilpril 
(clown L..i'!.i,). In contrast. :I surge in 
cons t r~~ct ion  of multihmily homes 
pusheel i i o ~ ~ s i n g  starts L I ~  2.i"Xi for 
the month. 130th starts anel permits 
have ;tcl\.:tncecl hisly steaclily this 
year ancl rem:tin \.igoroi~s. 

1nclustri:il proclc~ction Ivas un- 
changed in April I~eca i~se  o f  ;t sh:~rp 
clecline in riiotor \.chicle ancl parts 
~xocluction, ruore rhan hall' ol' \\.hich 

\\.as ;tttril~~~tahle to striltes. Exclueling 
autos. the inclex acl\;ancecl O.S(HI l'os 
the month. I'ollo\ving a 0.5?41 g:lin in 
the o\.el-all h1:trch inclcs. On ;I >.ear- 
o\.cr-\.c:~r Ixtsis, ind~~stri:tl procli~c- 
tion contin~les to aclv;uncc at a good 
clip. \\-it11 especially strong g:tins in 
I>~~siness  ecli~ipment. Since Ilecem- 
I3er 1990. procli~ction of b ~ ~ s i n e s s  
ecluilxne~~t has aclv~mcetl 10.2% (all- 
nual sate), tllree times the rate ol the 
ovelall incles. A rehoitncl in [sans- 
17ort:ttion hell>ecl p ~ ~ s l i  April orclers 
for c l ~ ~ ~ t l , l e  goocls u p  1.3%. slightly 

more tli:tn man); ol>ser\-ers ex- 
pectecl. 7'1iis n;ts the tliircl ad\-ance 
in orclers in the past ~ O L I S  111011th~. 

I3i1siness in\.entories gre\\. 0.3% i r i  
h~lascli. n.ith niost of the g21i1ls com- 
ing :I[ the \vholesale Ie\.el. Contrztry 
to so111e recent nen's accounts. :in 
inventor!. correction does not seem 
imminent. In\.eiltory-to-s~tles ratios 
at the m;tnuf:tcturi~ig. \vholes;kle. 
:ulcl retail le\.els remain fa\-ol.:tl>le 
:tncl sul>st;tntially t>elo\\. the levels of' 
:I year ;tgo. 
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