
Economic Activity 
Percent chanae from previous quartel 

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

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

Real GDP 58.0 3.3 3.4 
Consumer spending 11.3 0.9 2.5 
Durables -8.8 -5.4 2.3 
Nondurables -7.8 -2.1 1.3 
Services 25.9 3.9 3.1 
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Equipment 
Structures 
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Government spending 
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Exports 
Imports 

Change in business 
~nventories 

Percent change from corresponding month oi prevlous year 

IREAL PERSONAL INCOME AND SPENDING  TRENDS^,^ 
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GDP AND BLUE CHIP FORECAST 

Actual 

rn Blue C h ~ p  forecast September 10 

Percent change from prevlous quarter 
15  COMPONENTS OF PERSONAL SPENDING~'~  

a. Chain-weighted data in bill~ons of 1992 dollars. 
b. Seasonally adjusted annual rate. 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; and Blue Chip Economic Indicators, September 10. 1997 

The C:ommerce 1lep:lrtrnent's fin:ll 
estimzltc places seconcl-cluarter re:~l 
GDI' gro\\.th at 3.3?/0, do\vn a hit 
f r o n ~  the prelimin:l~-y estirn:~te of 
3.6%. l'his elon-nwarcl revision pri- 
marily reflects ~lcljustnients to per- 
sonal cons~lmption espenclit~ires 
ancl net esposts. 

O\.er.;~ll. the 1i.S. econoln). re- 
nl:ti~^ls S I ~ O I I ~ ,  ancl economists partic- 
ipating in the I31ue Chip s ~ ~ r \ - e y  IIU\\. 

expect seal CI>I) for 1997 to come in 
at al7oi1t 3.6%-the fikstcst clip since 
1988. hplany :~nalysts I1elic1.c that the 

[T.S. c~irrently has the potenti:~l, in 
terms of' resource availal~ilit~. ancl 
prc)ductivity trends, to sustain 
growih of al>out 2%, or slightly 
filster. Consecluently, most output 
projections tencl to revert to\varcl this 
sate over the forecast horizon. 'I'he 
economy's strong advance since 
1 9 9 6 1 ~ ~ .  however, has lecl many to 
suspect that current estimates oL' po- 
tential growth are too low. 

what happens througho~~t the re- 
~naincler o f  this year will clepencl 
lle:~\.il). on inventories and consumer 
spencling. Although inventory-to- 

sales ratios are not out of line at 
present, most economists expect 
the sate of inventory acc~~rnul:~tion 
to slo\\~. 'I'he prognosis for consumers 
remz~ins F:lvor:~ble. Although con- 
sumer spending stallecl in the sec- 
oncl clu;lrier. the year-over-ye:~r pace 
has rem:linecI brisk. The recent cle- 
cline in nonclur;~l~les spencling nlay 
I>e :I bit troul~ling. hut sharp swings 
in out l~~ys  for c l ~ ~ ~ t b l e  goocls are not 
urlcomrnon. A 16.5% drop-off in 
a~ito~nol>ile purchases lecl the decline 
in consumer cl~~r~ll>les in 1997:IIQ. 

(corztinllcd 0 1 1  I Z C X ~ P ~ ~ ~ C J )  
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Economic Activity (cont.) 
Percent oi GDP 
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BUSINESS FIXED INVESTMENTIGDP~ 

Percent change 

l 2  I NONFINANCIAL CORPORATE PRODUCTIVITY 1 

Percent change 
10 

Average annual percent change 

a. 1997 data are for the first two quariers. 
b. For the f~ve-year period ended as shown. 
NOTE: All data are seasonally adjusted. 
SOURCES: U.S. Department of Labor, Bureau of Labor Statistics; and U.S. Department of Cornmeme, Bureau of Econom~c Analysis. 

. , The n~rrion continueel to experi- 
ence :r strong c2rpit;rl spenciing 
b o o ~ n  in the seconcl cluarter. Since 
1991, 1,~lsiness Sisecl investment has 
risen i'rorn 12.1(!41 o f  GIjI-' to 15.5'!4/;,. 
This r-apicl expansion is particularly 
urelcome :~Ster the torpicl p:~cc of 
capital ;rccc~mclIation in the 1980s. 
Increases in c;rpit;11 in\.estment 
slioi~ltl enllance 1:rl)or procl~~ctivity. 
dcf'inecl 21s the oi~tput tliat c:~cll 
\\:orlies can procluce in a gi\-en pe- 
riotl. O\.er [lie long tel-111, the pace 

of 1a1,or ~xoductivity cleternnines the 
I-2rte ;ri \\.hich \vorlcers' real compen- 
sxtion gro~vs. bloreover, prior to the 
miel-1970s. prociucti\.ity gro~vth >kc- 
countecl for the l:rrgest share of 
overall otltpt~t growth 

Nonhrrn productivity increaseel 
2.7% in 1997:II(J, the biggest acl- 
\.;ince since 1993. Since 1991, Ilou.- 
c \ w .  i t  lias grown just 1.296. \,elon; 
the I . i rX ,  p;rce of the previous b ~ ~ s i -  
ncss eslxuision. Gi\.en the strong 
aclvanccs in I7~1siness fixecl invest- 

ment, the gencr.:~ll). slow pace of 
17rod~cti\.ity gro~vth has let1 rnzrliy to 
cli~estion the :rcc~ll.;rc). o f  the produc- 
ti\%). clata. hIany suspect that the 
nurnhers uncierst;~te the contribution 
o f  services to o ~ ~ t p i ~ t  gro\vth. An :11- 

Lcrnalive measlire that is no1 so  sus- 
ceptihle to ser\.ices hias-nonfinan- 
ci:rl cor17ol.ate-sector procluctivity- 
rose 3.2(X1 in the seconcl cluarter ancl 
Ilas a\.cl.;rgecl I .9(%, over the current 
expansion, roi1g11I)- the s:rlne pace 
as in the pre\.ious c~pti~rn. 
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