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Economic Activity 
Percent chanae from orecedina auarter 

Real GDP and Components, 1997 : l l~~  
(Preliminary e ~ t i r n a t e ) ~  

change, Percent change, last: 
b~llions Four 
of 1992 $ Quarter quarters 

Real GDP 38.1 2.2 3.1 
Consumer spending 9.8 0.8 2.5 
Durables -9.3 -5.7 2.2 
Nondurables -7.7 -2.1 1.3 
S e r v l c e s  24.9 3.7 3.1 

B u s i n e s s  fixed 
investment 31.9 12.4 7.3 
Equipment 29.3 20.4 11.9 
Structures 1 .I 2.3 6.1 

Res iden t i a l  investment 3.8 5.7 0.0 
Government spend~ng 11.8 3.8 0.6 
National defense 7.5 10.2 -3.7 

Net exports -21.6 - 
Exports 31.4 14.3 12.6 
I m p o r t s  53.1 21.8 14.8 

Change in business 
~nventories 3.1 - - 

Percent change from corresponding month of previous year 
6 I REAL PERSONAL INCOME AND SPENDING TRENDS 

C] Real personal consumption 
expenditures 

4 -I n R - Real disposable personal lncorne 

" ,  4 ,  

GDP AND BLUE CHIP FORECAST 

a. Chain-weighted data in billions of 1992 dollars. 
b. Seasonally adjusted annual rate. 
c. 1997 data represent the average of the first two quarters. 
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, July 10, 1997. 

As espectecl. the pace of economic 
z~ctivity slowecl in lC)')7:IIQ. I'relimi- 
n:lrp estimates she\\. that the econ- 
omy gre\\. 2.2?41 i r i  the seconcl C~LILII--  

ter (clo\\.n fronl a re\.isecl 3.90/(1 the 
~xe\:ious clu;wtes). Seconcl-c1~1:1rter 
growth \\.as lecl 11). in\.estment in 
proclucer,~' clur-al~le ecluiprnent, es- 
ports.  rid feder:~l go\-esnmcnt 
spending. Offsetting these effccts 
w;ts 21 decline in consumes spencl- 
ing for rllotor \.chicles :ind parts :uncl 
an incre:lse in irxiports. O\-er the 

four c l ~ ~ : ~ t e s x n d e c l  in 1997:IIQ. the 
economy grew :~t  a strong ST S MI clip. 

'The moclerate seconcl-clc~artes 
gro\vth rate was in line with the con- 
sensus of economists participating in 
the I3lue Chip survey. They foresee 
~h :~ t  :I rel,ouncl in consumer spentl- 
ing co~llcl procluce an ~lpticli in 
1997:IIIQ gron.th, I I L I ~  they expect 21 

return to the 2% GDP gson-th I-ange 
t l lro~~gh 1988. 

I<e;ll person;tl cons~lmption es-  
penclit~rres \vere flat in the secontl 

c1u;wter. Srrorig acl\.ances in s e n k e s  
spentling offset sharp cleclines in 
PLISC~:IX"S)~ niotor vellicles and 
nonclu~tl~les. Litl~or clisputes th;~t lim- 
ited supplies o f  popul:lr \.chicles 
rnay ha\.e aflectecl cxr s:lles. Real clis- 
pos:il>le perx)rx;~I illcollie gro\\rth 
n-21s healthy in the seconcl clilartel; 
the employ~nent sitnation stayetl 
strong in July. ant1 consumer. senti- 
ment reriKtins up1,eat. 

f c o ~ l t i t z l i e d  o i l  IIP..';~ p q e )  
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Percent rising 

70 [PURCHASING MANAGERS, OUTPUT AND ORDERS INDEXES I Ratio 

IINVENTORIES/SALES 

Millions of unils 3-:~arilh novini; a'ieragi', nillisrls ~i units Percent difference between real GDI and GDP 
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a. 1997 data refer to first quarter only. 
NOTE: All data are seasonally adjusted. 
SOURCES: U.S. Department of Commerce, Bureau of the Census and Bureau of Economic Analysis; and the National Association of Purchas~ng Management 

Conscrmers continue to clevote a 
growing sh:lre of their total spencl- 
ing to cl~~ral,les. Tlle proportion has 
risen from approximately 3.5% in 
1970 to more th;ln 13%) in the first 
half of 1997. The percentage spent 
o n  motor \,chicles ;incl parts, how- 
ever, has remaineel kiirly st;ltion;u-y 
(arouncl 5%). 7'he relative gain in 
clurables has come at the expense 
o f  nonclurable goocls sales. Seniice's 
s1ia1-e o f  total consiirner spencling 
has also gro\\.n. 

Industrial production continued 
to post strong gainsin June, led by 
high-tech clural~les and conlmercial 
:lircl.aft. Procluction of nlotor vehi- 
cles ancl parts also advanceel in 
June, I ~ r t  was off sharply for the 
quarter. The National Associatio~l of 
I'i~rchasing Management's July in- 
cleses of o i l t p ~ ~ t  and new orders 
continued to reveal a strong manu- 
1 ; .  actusing sector. Inventory-to-sales 

Gitios picliecl ilp in May, but are still 
low by historic standards. 

The ~cllue of a nation's output 
(GDI-') s110~1ld equal the income 
pic1 to all who procluced it (gross 
domestic incori~e or GDI). Since 
1995. 1j.S. GI)I has exceecled GDI? 
leacling some to speculate that the 
Corn~nerce 1)epartment may he un- 
cleresti~nating output. The ~ilagnit~rde 
of the recent cliscrep:incy, however, 
is not ~~np:~rallelecl, and persistence 
in the signs of errors (albeit negative) 
is not i~nco~i~lnon.  
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