
Economic Activity 

Real GDP and Components, 1 9 9 7 : l l ~ ~  
(Preliminary estimateb) 

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

Real GDP 63.5 3.6 3.5 
Consumer spending 11.9 1 .O 2.5 
Durables -8.8 -5.4 2.3 
Nondurables -8.3 -2.3 1.3 
Services 27.0 4.0 3.2 

Business fixed 
investment 33.6 13.0 7.4 
Equipment 33.8 23.8 12.7 
Structures -2.0 -4.0 4.5 

Res~dent~al investment 4.7 7.1 0.3 
Government spendlng 9.5 3.0 0.4 
National defense 5.6 7.6 -4.2 

Net exports -6.4 - - 
Exports 42.3 19.6 13.9 
Imports 48.8 19.9 14.3 

Change in business 
~nventortes 14.0 - - 

Percent change from corresponding month oi prevlous year 
6 I REAL PERSONAL INCOME AND SPENDING  TRENDS^^^ I 

I \ - Real disposable I 
L \ personal Income - I 

Percent change from preceding quarter 
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GDP AND BLUE CHIP FORECAST 
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"" I CONSUMER CONFIDENCE h 

a. Chain-weighted data in billions of 1992 dollars. 
b. Seasonally adjusted annual rate. 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; The Conference Board; and Blue Chip Economic Indicators, August 10, 1997 

Altho~~gli  tile rn;tjor inclic:~tors of 
U.S. economic ;tclivit\' continue to 
point ~~p\v;wd. an:ilysts are I<eeping 
a wary eye o n  in\.entories. Lxst 
month. the Co~nmerce I>epartment 
releasecl a re\.isecl esti~nate of 
secon<l-cl~~;lrter real C;1)1' growth 
s l ~ o l ~ i n g  that the economy ex- 
pandecl ~ t t  2117 anni~alized 12te 
of 3.6'!/(1- I . . i(Ni l~igtier than pre\.i- 
o~ t s l j -  rcportecl. l'lie revisio~l \vas 
attrihi~tecl to higher-tl1an-es13ectecI 

gron.th in both exports ancl J L I I I ~  
inventories. 

O \ . e ~ ~ l l ,  the second cluarter's kl- 
\.ol.:thle 1,erformance was led Ily in- 
creases in inventory investment, 
exports, proclucers' clurahle equip- 
ment. ancl se~vices spending. Econo- 
mists p;uticip:tting in August's Blue 
Chip survey expect the first half's 
:tI,o\.e-itver;tge grc)wth to Ile offset 
1,). :t slo\\.clorvn cluring the remain- 
cler of 1097. l'heir consensus fore- 
casl places C;I>I' at 3.4% for the jle:tr. 

The consumer sector rel>o~incled 
in July after heading clo\\jn in the 
seconcl clu:trter. Fueleel by increased 
outlays o n  c l ~ i ~ ~ b l e s ,  real personal 
cons~lnlption spencling rose 
11e:llthy O.h(M, for the month. Retail 
store sxles :ilso climbeel O.(,(N,. fol- 
lon.ing a 0.794 gztin in June. The 
Conkrence I3oarcl reportecl th:lt 
consumers remain ~lpl,eat about the 
state of the economy, with confi- 
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Economic Activity (cont.) 
Percent change from prevlous month 
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2 5 I WHOLESALE INVENTORIES 

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. 

clence levels holcling close to June's 
28-yens high. 

The Cornrnerce Department's up- 
warcl revision of seconci-cluarter out- 
put  IS widely anticipatecl because 
of June's un~~sua l ly  high inventory 
num1,ers. l ~ t  interpreting this rise 
is somewhat clifficult. Inventories 
surgecl a nonannualized 0.7% in 
June.  their steepest aclvance in 
rllore tlxtn t ~ v o  years. Hox~:ever, it is 
still ilncle:~r Iio\v much of this 
retlects :In intentional stockpiling 

versus an unanticipated drop-off in 
clemancl (which i~nplies future pro- 
cluction cuts). 

For n o ~ v .  industrial procluction 
continues to pick up, rising 0.2% in 
July ancl 0.3% in June. Sales are also 
increasing. The overall inventory-to- 
sales ratio stood unchangecl at 1.37 
in July, ~vi th  no obvious imlxdance 
at either the manufacturing. \\/hole- 
sale, or retail level. 

Taliing into account these current 
s:lles :11id production numl>ers. 

June's inventory surge cloes not ap- 
pear to be a cause for alarrn. The 
vast majority of the stockpiling 
canle in the wholesale sector (up 
l.c)(X). the largest rise in five years)- 
specifically, ill the automotive :\sea. 
Some analysts believe that a marlted 
increase in auto imports, spurreel Ily 
the strong cloll;lr, may Ile responsi- 
ble. Incleecl. auto imports in the sec- 
oncl quarter were up  8.4% from :I 

year ago and followed a first-quarter 
advance of lit.7%1. 
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