
Economic Activity 

Real GDP and Components, 1997:lQa 
(Final estimate, s.a.a.r?) 

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

Real GDP 101.1 5.9 4.1 
Consumer s p e n d l n g  65.5 5.7 3.2 
Durables 27.3 18.8 7.9 
Nondurables 16.3 4.6 2.0 
Serv~ces 22.6 3.4 2.8 

Buslness fixed 
~nvestment 21.0 11.0 9.3 
Equipment 18.0 12.7 9.6 
Structures 3.2 6.6 8.8 

R e s l d e n t ~ a l  rnvestment 4.5 6.7 3.7 
Government spendlng 0.4 0.1 1.5 
Nat~onal defense -8.2 -10.2 -3.4 

Net exports -22.3 - - 
Exports 22.4 10.8 9.7 
I m p o r t s  44.7 19.9 10.5 

Change in business 
lnventorres 31.5 - - 

Percent change from corresponding month of previous yearb 
6 

Percent change from preceding quarter 

1 GDP AND BLUE CHIP FORECAST I 

Percent change from preceding monthb 

I 5  1 HOUSING INDICATORS 1 

a. Cha~n-we~ghted data in billions of 1992 dollars. 
b. Seasonally adjusted annual rate. 
NOTE: All data are seasonally adjusted. 
SOURCES: U.S. Department of Commerce. Bureau of the Census and Bureau of Economic Analysis; and Blue Chip Economic Indicators, June 10, 1997 

The econoiny shot L I ~  5.9'!0 in [lie 
first cjil:tr[er. :~ccorcling to the (:om- 
merce 1)e~~artment's final :tpp~tisal. 
The slight uptic.Ii t'som the pre\.ioc~s 
estim;~te resc~ltecl f ro~n  \vealier- 
than-espected ~ ro \ \ . t h  in ini17orIs. 
The csception:~l first-cluarter per- 
formance-the hest in nine years 
-ret'lectecl acl\.ances in personal 
consunlprion. in\.entor); accunl~~la-  
tion, eslx)rts, :tncl procluccrs' 
c1~11-able ecl~lip~nent. 

Economists p;wticipatitig in the 
]cine 1 0  f31ue Chip sur\-e>. expect the 
espansion to ?:is? I,acl< into a pace 
more consistent n-it11 the economy's 

i1nclcr1~-ing growth potentiztl. ?'lie); 
fill-esec re:d GI>P expancling 2.3%1 in 
the current cluztrter ztncl th rougho~~t  
the remaincler of 1997, then t:lpering 
OK to 2.01!/ii 11); the last li:~lf or 1998. 

Forecasters believe that con- 
sumers \\.ill tighten their belts some- 
\vh;ti in the current cluarter. (Con- 
sumer spenciing typically accounts 
for :tl)out t~vo-tliirds o f  GIII'. 11~1s- 
ing 11171'il ancl May, real personal 
consumption expenditures rose at z~ 
L.3'hi ann~lal  rate-some\vhat oft' 
the f'irst-cl~~arter pace, hut still rek-  
ti\.cly str.ong. Growth in real clispos- 
;~l>le ~xsx)n";l  income remains solid. 

:tltllo~~gll it ztlso ~.;ttcIietecl clon-11 21 hit 
in hkty. 

, I l o n t h - i o - ~ ~ ~ o ~ ~ t I ~  ch:wges in st~ui- 
clartl Iloilsing inc1ic:ltor.s ~lsually con- 
t:tin more noise than infor1n:~tion. 
:tncl incli\.iclu:tl series oRen move in 
opposite clirections. h'Ia)-'s ~ . S ( X I  cle- 
cline in housing st:u-ts is not partic~l- 
l~trly noten.ort11y \\-hen conlp;trecl 
nitti the recen~ I)eha\.ior of this 
inclcs, hut ir tlicl m:trli the thircl co11- 
secuti\.e montlily clecline. While an  
eztenclecl clrop in st:uts is not un- 
preretlenlecl in a n  espzt~ision, it is 
relati\-el?. r;trc. Ne\.ertheIess. 1,otll 

( c 'or~ l i r~~~ec /o?~  r~e.x?pcigc>i 
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Economic Activity (cont.) 
Percent change, s a a r a 

30 ~ U S I N E S S  SPENDING ON PLANT AND EQUIPMENT~ 

25 A 

Percenl changea 
7 

PRODUCTIVITY TRENDS IN MANUFACTURING 

Billions of current dollars, s.a.a.ca Billions 01  current dollars, s a a ia 

Index, 1992 = l.OOe Dalis' supply' 

a. Seasonally adjusted annual rate. 
b. Chain-weighted data in 1992 dollars, seasonally adjusted. 
c. Excludes inventory valuation adjustment. 
d. Includes inventory valuation and capital consumption adjustment. 
e. Seasonally adjusted. 
f. 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 Economic Analysis; U.S. Department of Labor, Bureau of Labor Statistics; Board of Governors of the 
Federal Reserve System; and Ward's Automotive Reports. 

I~i~ilcling permits :lnd st:irts remain at 
relati\-el>- high le\.els. ancl anecclotal 
eviclence suggests that the housing 
sector remains strong. I3uilclers re- 
port tlizit nen. home sales are rising. 
mortgage >ipplications continue to 
stre:im in. ;i11d C O I I S L I I I I ~ ~ S '  attitiides 
almut home lxtying are \\.idcly char- 
~icterizecl as ~lpl~eat .  

13~1siness fisecl investment, p;trtic- 
~il:trly lbr computers ancl other infor- 
1n:ltion 'cliiipment. has increaseel at 
a r:ipicl clip throughout the current 

espansion. More recently. invest- 
ment in nonresidential structures 
also seerns to have killen ill line. 
Business investment helps boost 
   or lie^ prod~ictivity, nrliich is neces- 
sary iS \vorliers are to see their real 
\\.ages rise. Moreover, proclucti\-it17 
:~ci\.:lnces are an important source of 
long-term economic growth. Since 
1991, 1"-ocluctivity gains in the manit- 
kicti~ritlg sector have accelerateel. In 
frict, they hay-e exceedeel their 3 j- 
yexr trcncl since 1975. The continuecl 

strong ~xrSonnance of corporate 
profits, re1:ltively high levels of cx- 
p:icity utilization. low interest rates, 
:~ncl the hoomitig stocli market all 
I~ocle \\;ell for cotitinucd strength in 
pl;int ;inel equipment spencling. 

Procluction o f  motor vehicles ancl 
parts rehouncled somew1i;lt in May, 
as the strike against Chlysler enclecl. 
Altlio~tgh inventories of cars ancl 
liglit trucl;s increased sharply i r i  
April. they clo not appe;ir to I,e a1 
~ t n ~ ~ s ~ i a l l y  high levels. 
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