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THE BUSINESS SITUATION

R EAL GRross domestic product (Gpp), a meas-
ure of goods and services produced in the
United States, increased 7.5 percent in the fourth
guarter of 1993, according to the “preliminary”
estimate of the national income and product ac-
counts (n1pa’s). The “advance” estimate of the
NIPA’S, reported in the January “Business Situa-
tion,” showed a 5.9-percent increase." Real gross
domestic purchases, a measure of goods and serv-
ices purchased by U.S. residents, increased 7.2
percent, o.7 percentage point more than the ad-
vance estimate. The fixed-weighted price index
for gross domestic purchases increased 2.2 per-
cent, about the same as the advance estimate.
(The sources of these revisions are discussed in
“Revisions” later in this article.)

The 7.5-percent increase in real gop in the
fourth quarter followed a 2.9-percent increase
in the third and was the largest increase since
the first quarter of 1984 (chart1). The ac-
celeration was more than accounted for by a
very sharp step-up in the production of goods
and a smaller—but still sizable—step-up in the
production of structures (table 1). Half of the ac-
celeration in goods production was accounted for
by an upturn in motor vehicle production; both

1. Quarterly estimates in the national income and product accounts are
expressed at seasonally adjusted annual rates, and quarterly changes are differ-
ences between these rates. Quarter-to-quarter percent changes are annualized.
Real, or constant-dollar, estimates are expressed in 198 dollars and are based
on 1987 weights. For a discussion of estimates based on alternative weights,
see “Alternative measures” at the end of this article.

Table 1.—Real Gross Domestic Product, by Major Type of Product

[Seasonally adjusted at annual rates]

Billions of 1987 dollars Percent change from preceding
quarter
Change from preceding quarter
Level 1993
1993
1993V | 1 I TR ' I v
Gross domestic product .. | 5,232.1 9.9 239 36.2 93.8 0.8 19 29 75
[€1010]1 LN 2,139.1 25 8.9 5.8 64.2 5 17 11 13.0
Motor vehicles .. 2129 6.6 -26( -10.2 195 139 -49( -18.6 46.9
Other 1,926.2 -4.1 115 16.0 447 -9 25 35 9.8
SEIVICES ovvvrireiericiians 2,604.2 8.8 12.2 19.2 75 14 19 3.0 1.2
SHIUCIUTES .o 4888 -15 2.8 111 222 -13 2.5 10.1 204

Note.—Dollar levels of most series are found in table 1.4 of the “Selected NIPA Tables.” Output of motor vehicles is the sum
of auto output and truck output (from tables 8.4 and 8.6).

residential and nonresidential construction con-
tributed to the step-up in structures production.
The production of services increased consider-
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ably less in the fourth quarter than in the third,;
household operation was the biggest contributor
to the slowdown.

The 7.2-percent increase in real gross domes-
tic purchases followed an increase of 3.7 percent
(table 2). Inventory investment added about as
much to the change in gross domestic purchases
in the fourth quarter as it had subtracted in the
third; the upswing was more than accounted for
by farm inventory investment, which rebounded
from a third-quarter decrease that largely re-

flected the effects of floods and drought.” Final
sales to domestic purchasers increased 6.7 per-
cent after increasing 4.2 percent. Most of the
step-up was accounted for by fixed investment,
which increased almost three times as much in

2. In allocating the annual loss caused by the floods and drought to the
quarterly estimates, the Bureau of Economic Analysis lowered farm invento-
ries by $7.5 billion in the third quarter and by s2.5 billion in the fourth. See
“Impact of the 1993 Floods and Drought,” Survey or CURRENT BuUSINESS 73
(September 1993): 2. These adjustments lowered third-quarter growth of real
Gop by 0.6 percentage point and raised fourth-quarter growth by o.4 per-
centage point; growth in the first quarter of 1994 will be raised o.2 percentage
point.

Table 2—Real Gross Domestic Product, Real Gross Domestic Purchases, and Real Final Sales to Domestic
Purchasers
[Seasonally adjusted at annual rates]

Billions of 1987 dollars Percent change from preceding quarter
Change from preceding quarter 1993
Level
1993
| Il 1l %
1993:IvV | Il 1] \%
Gross dOMESHIC ProOAUCE ... ssens 5,232.1 9.9 23.9 36.2 93.8 0.8 19 29 75
Less: Exports of goods and services .... 620.1 -36 52 -13 28.2 -24 36 -9 205
Plus: Imports of goods and services 704.2 17.6 20.5 9.8 26.0 11.6 13.3 6.0 16.2
Equals: Gross domestiC PUFCNASES ......ccveveveriircemiiieiineissieiesisiseienieinns 5,316.2 310 39.3 472 91.6 25 31 3.7 72
Less: Change in buSINESS INVENTOMIES ..........ceuevuerereemieerineesiisesessseesseiensseinns 134 20.6 -16.3 -6.5 B.9[[ o | e | e | e
Equals: Final sales to domestiC PUIChASErS .......ccccoomrvrnrinreiinnineeiieiis 5,302.8 10.4 555 538 84.7 .8 4.4 4.2 6.7
Personal consumption expenditures 3,508.6 6.6 28.9 36.9 39.0 8 34 44 4.6
Nonresidential fixed investment 625.2 18.6 22.0 105 304 144 16.6 74 22.1
Residential investment ... 226.9 8 -5.2 5.9 14.8 15 -95 11.9 31.0
Government purchases .. 942.0 -15.6 9.8 .6 3 6.4 43 3 1

Note.—Dollar levels are found in tables 1.2 and 1.6 of the “Selected NIPA Tables.” Percent
changes are found in table 8.1.

Table 3.—Real Personal Consumption Expenditures
[Seasonally adjusted at annual rates]

Billions of 1987 dollars Percent change from preceding quarter
Change from preceding quarter 1993
Level
1993
| Il 1] \%
1993:IV | I 1] \%
Personal consumption eXpenditures ..........occereerereeeinessseeesisnies 3,508.6 6.6 28.9 36.9 39.0 08 34 44 46
Durable goods 511.1 -15 12.3 8.9 18.0 -13 10.8 7.6 154
Motor vehicles and parts 199.8 -2.9 5.6 -1.4 9.9 6.0 12.6 -2.9 225
New autos .... 84.3 =34 24 =7 6.1 -16.0 13.2 -35 35.0
New trucks 475 13 13 -2.4 6.6 134 13.0 -20.4 81.9
68.0 -8 1.9 17 -2.8 -4.6 118 102 -149
227.8 23 5.9 7.0 8.4 46 11.9 138 16.2
83.4 -9 9 31 -3 4.4 46 16.3 -14
1,102.7 -5.8 7.1 9.9 9.7 -2.1 2.7 3.7 3.6
537.8 -2.6 19 4.0 5.2 -2.0 15 31 4.0
204.5 -5.2 30 2.8 39 -10.0 6.3 5.8 8.0
98.7 5 -1 2.7 =7 21 -4 11.6 -2.8
261.7 15 22 5 13 2.4 35 20
Services 1,894.8 13.9 95 18.1 11.3 31 21 39 24
Housing ..... 4952 21 19 2.6 19 17 16 21 15
Household operation . 2212 13 -2.3 5.2 4 24 4.2 10.0 7
ENnergy? ....cooevvonn. 100.5 .6 -2.9 44 -1 25 -11.2 19.6 -4
Other household operation 120.7 7 .6 8 5 24 2.0 2.7 17
Transportation ... 127.7 8 1.6 A4 1.2 26 52 13 38
Medical care . 469.3 4.8 31 4.0 4.2 43 2.7 35 37
Other 581.3 51 5.0 6.1 34 3.7 3.6 43 24

1. Gasoline and oil, and fuel oil and coal.
2. Electricity and gas.

Note.—Dollar levels of most series are found in table 2.3 of the “Selected NIPA Tables.” New
auto and truck purchases are found in tables 8.4 and 8.6. Percent changes in major aggregates
are found in table 8.1.
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the fourth quarter as in the third. An acceleration
in nonresidential fixed investment reflected step-
ups in both structures and producers’ durable
equipment; an acceleration in residential invest-
ment was largely accounted for by single-family
construction.

Exports and imports are the link between the
goods and services produced in the United States
(or gppr) and the goods and services purchased
by U.S. residents (or gross domestic purchases).
Exports, which are produced in the United States
but not purchased by U.S. residents, posted a
strong increase in the fourth quarter after a small
decrease in the third. Imports, which are pur-
chased by U.S. residents but not produced in the
United States, posted almost as strong an increase
as exports after a moderate increase in the third.

Personal consumption expenditures

Real personal consumption expenditures (pck)
increased 4.6 percent in the fourth quarter af-
ter increasing 4.4 percent in the third (table 3).

CHART 2
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Durable goods accelerated, nondurable goods in-
creased at about the same rate as in the third
quarter, and services slowed.

Three factors that were favorable to consump-
tion spending in the fourth quarter are shown in
chart 2. Real disposable personal income jumped
5.8 percent after increasing only 1.6 percent. The
unemployment rate fell to 6.5 percent, its lowest
level since the first quarter of 1991. The Index of
Consumer Sentiment (prepared by the University
of Michigan’s Survey Research Center) jumped
to its highest level in three quarters.

Expenditures for durable goods increased 15.4
percent after increasing 7.6 percent. The step-
up was accounted for by motor vehicles and
parts, which turned up sharply, and by furniture
and household equipment, which increased even
more than in the third quarter. The upturn in
motor vehicles and parts was nearly evenly split
between new autos and trucks. Most of the step-
up in furniture and household equipment was
in consumer electronics. “Other” durable goods
decreased slightly after increasing sharply.

Expenditures for nondurable goods increased
3.6 percent after increasing 3.7 percent. Cloth-
ing and shoes, food, and “other” nondurable
goods increased more than in the third quar-
ter. Energy—primarily gasoline and oil—turned
down.

Expenditures for services increased 2.4 percent
after increasing 3.9 percent. The deceleration
was accounted for by household operation (pri-
marily electricity and gas), “other” services, and
housing.  Electricity and gas expenditures for
cooling and heating edged down, as a slightly
colder-than-normal fourth quarter followed a
hotter-than-normal third quarter. A slowdown
in “other” services was mostly accounted for by
religious and welfare services and by recreation
services—primarily motion picture admissions,
which decreased after jumping sharply. Trans-
portation services increased more in the fourth
quarter than in the third, primarily reflecting the
reaction of consumers to lower air fares. Medical
care services increased at about the same rate in
the fourth quarter as in the third.

Nonresidential fixed investment

Real nonresidential fixed investment jumped 22.1
percent in the fourth quarter after increasing 7.4
percent in the third (table 4). Structures and pro-
ducers’ durable equipment both contributed to
the acceleration.

Several factors that affect investment spend-
ing were favorable in the fourth quarter. The

February 1994
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yield on new high-grade corporate bonds in-
creased only slightly from the 25-year low it had
reached in the third quarter. The capacity utiliza-
tion rate in manufacturing resumed its uptrend
with a substantial increase. Real final sales of
domestic product increased strongly after hav-
ing increased moderately over the preceding four
quarters. (Fourth-quarter corporate profits and
cash flow are not yet available.)

Structures increased 14.2 percent, the largest
increase in more than 6 years, after a very
small increase. Nonresidential buildings acceler-
ated sharply; industrial structures jumped after
a moderate increase, and commercial structures
jumped after a moderate decrease.  Utilities
turned up and oil well drilling turned down by
about equal amounts.

Producers’ durable equipment (ppE) increased
24.9 percent after increasing 10.0 percent. About
two-thirds of the acceleration was accounted for
by an upturn in transportation equipment; pur-
chases of trucks turned up, and purchases of
civilian aircraft decreased less than in the third
quarter. Industrial equipment and “other” ppe
increased substantially after increasing moder-
ately in the third quarter; in both categories, the
strength was widespread. Information process-
ing equipment posted another 3o0-plus-percent
increase. Computers and peripheral equipment,
which accounted for most of the third-quarter
increase, accounted for about half of the fourth

quarter increase; communications equipment
accounted for the rest.

Residential investment

Real residential investment increased 31.0 per-
cent in the fourth quarter after increasing 11.9
percent in the third. A jump in single-family
construction accounted for most of the step-up.

CHART 3
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Table 4—Real Gross Private Domestic Fixed Investment
[Seasonally adjusted at annual rates]

Billions of 1987 dollars Percent change from preceding quarter
Change from preceding quarter 1993
Level
1993
| Il 1] \%
1993:IV | I 1] \%

Gross private domestic fixed iNVESIMENT ..o 852.2 194 16.9 16.3 453 10.7 9.0 85 24.4
NONFESIABNLIA ....ucveivrieriereicieieie s 625.2 18.6 220 105 304 14.4 16.6 74 221
Structures 156.3 2 2.9 1 51 5 8.1 3 14.2
Nonresidential buildings, including farm 106.7 18 12 1.0 5.2 7.6 4.9 4.0 221
ULIIES vvovviriireierseisiesseissieinians 311 -1.7 N -1 .6 -19.8 9.7 -1.3 8.1
Mining exploration, shafts, and wells 11.0 1 1.0 3 -7 39 44.4 10.9 -21.9

(0] 11 N 75 0 1 -1.2 0 0 47| -4438 0
Producers’ durable equipment 469.0 18.4 19.1 10.4 254 19.9 19.8 10.0 24.9
Information processing and related equipment 215.3 10.1 8.2 14.1 144 26.2 19.7 338 319
Computers and peripheral equipment .. 112.8 12.3 5.0 10.6 7.7 80.6 243 53.0 327
Other 102.6 -2.3 33 36 6.7 -9.7 15.7 16.5 31.0
Industrial equipment 84.9 1.0 21 1.7 44 54 114 8.9 23.7
Transportation and related equipment .. 89.0 36 7.1 -7.1 33 18.7 375 -273 16.3
Motor vehicles 77.0 27 6.9 -3.0 29 17.0 45.5 -14.7 16.6
Other ....... 12.0 9 2 -4.1 4 27.0 53 -70.2 145
OHNET oo 79.7 38 17 1.6 3.2 238 9.6 8.8 17.8
Residential 226.9 .8 5.2 5.9 14.8 15 -9.5 11.9 310
Single-family structure 119.7 6.0 -5.2 13 9.7 2421 -170 49 40.2
Multifamily structures 9.4 -1.3 -1 8 -4 —41.4 -43 406| -154
Other 97.8 -39 2 38 55 -15.9 9 183 26.1

Note.—Dollar levels of most series are found in table 5.5 of the “Selected NIPA Tables.” Motor
vehicles are found in tables 8.4 (autos) and 8.6 (trucks). Percent changes in major aggregates
are found in table 8.1.



SURVEY OF CURRENT BUSINESS

Single-family construction increased 4o0.2 per-
cent after increasing 4.9 percent. Single-family
construction in a quarter is largely determined by
housing starts in that quarter and in the preced-
ing quarter. Fourth-quarter construction, thus,
reflects housing starts in the third and fourth
quarters. Starts averaged 1.207 million units (an-
nual rate) in the third and fourth quarters, up
from an average of 1.111 million in the second and
third quarters (chart 3).

not significantly different from the third-quarter
rate or from the rate in the fourth quarter of
1992. The Low Income Housing Tax Credit pro-
gram, which was reauthorized in mid-1993, is
expected to give a substantial boost to starts of
subsidized housing, which currently accounts for
about one-fourth of multifamily construction.
“Other” residential investment increased 26.1
percent after increasing 18.3 percent; the step-
up was accounted for by brokers’ commissions.’

February 1994

Sales of existing houses increased 10.2 percent
(not an annual rate) after increasing 8.0 percent,
and sales of new houses increased 16.4 percent
after increasing 3.7 percent. Mortgage rates con-
tinued near their lowest levels in a generation
(chart 4).

Multifamily construction decreased 15.4 per-
cent after increasing 40.6 percent; the third-
quarter increase was the first in more than a
year and only the third in 4 years. The rental
vacancy rate decreased slightly in the fourth quar-
ter but remained high; at 6.9 percent, it was

CHART 4
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Real inventory investment—that is, the change
in business inventories—increased $6.9 billion in
the fourth quarter after decreasing $6.5 billion in

Percent the third. The upturn was more than accounted
for by farm inventories (table s).
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Data: Federal Reserve Board 3. The “other” component includes improvements (major replacements
and additions and alterations), sales of new mobile homes, brokers’

U.S. Department of Commerce, Bureau of Economic Analysis commissions on house sales, and residential equipment.

Table 5.—Change in Real Business Inventories
[Billions of 1987 dollars; seasonally adjusted at annual rates]

Level Change from preceding quarter
1992 1993 1993
v | Il I \% | Il Il v

Change in business inventories ... 8.7 29.3 13.0 6.5 134 20.6 -16.3 -6.5 6.9

1.2 0 -41| -129 4.4 -12 -4.1 -88 85

Nonfarm 75 29.3 17.1 19.4 17.8 218 -12.2 23 -16

Manufacturing .. -125 -8 5.0 31 =35 11.7 5.8 -1.9 6.6

Wholesale trade 10.7 7 6.6 6.4 37 -10.0 5.9 -2 =27

Retail trade ...... 9.7 24.0 30 4.8 13.2 143 -210 18 8.4

Auto dealers =17 16.6 -5 7.1 1.0 183 -17.1 -6.6 8.1

Other retalil trade ... 114 74 35 11.9 12.2 -4.0 -39 8.4 3

Other -4 5.4 24 5.0 4.4 58 -3.0 26 -6
Addenda:

Motor vehicles 19 14.8 -1.9 4.4 21 129 -16.7 -25 6.5

Nonfarm less motor vehicles ... 5.6 145 19.0 23.8 15.7 8.9 45 4.8 -8.1

NoTe.—Dollar levels for most series are found in table 5.11 of the “Selected NIPA Tables.”
Motor vehicles are found in tables 8.4 (autos) and 8.6 (trucks).
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counted for two-thirds of the accumulation in
the fourth quarter and for almost as much in the
third; in both quarters, more than half of the ac-
cumulation was accounted for by furniture and
appliance stores and by building materials and
hardware stores. Retail automotive inventories
increased modestly after a sharp drop.

Wholesale trade inventories increased less than
in the third quarter. Inventories of durable goods
increased about half as much as in the third
quarter, while inventories of nondurable goods
increased about the same amount as in the third
quarter.

Manufacturing inventories of both durable
goods and nondurable goods decreased in the
fourth quarter after increasing in the third.
The decrease in inventories of durable goods
was more than accounted for by transportation
equipment other than motor vehicles (mainly air-

craft). The decrease in inventories of nondurable
goods was accounted for by food and chemicals.

Reflecting a surge in sales in the fourth quarter,
the constant-dollar ratio of nonfarm inventories
to all final sales fell to 2.45 in the fourth quarter
from 2.49 in the third. A ratio in which final
sales are limited to goods and structures fell to
4.21 from 4.32. Both ratios were at the lowest
levels in 20 years.

Net exports of goods and services

Real exports increased 20.5 percent in the fourth
quarter after decreasing o.9 percent in the
third. Real imports increased 16.2 percent after
increasing 6.0 percent (table 6).

Exports of goods jumped 29.5 percent after a
small decrease. Exports of agricultural products
turned up, and exports of nonagricultural prod-
ucts accelerated sharply. Most of the acceleration

Table 6.—Real Net Exports of Goods and Services
[Seasonally adjusted at annual rates]

Billions of 1987 dollars Percent change from preceding quarter
Change from preceding quarter 1993
Level
1993
| Il 1] \%
1993:IV | I 1] \%
Net exports of goods and services -84.1| -21.1| -163| -111 22| e | e | e | e
Exports of goods and services 620.1 -3.6 5.2 -1.3 28.2 2.4 3.6 -9 20.5
Merchandise ..., 463.1 -7.1 43 -4 29.0 -6.3 41 -4 29.5
Agricultural products ... 39.1 2.4 1 -15 18 -214 1.0 -14.6 20.7
Nonagricultural products 424.0 4.6 42 11 27.2 4.6 44 11 304
SEIVICES ovuuiiiiiiiiiirisssis s s 157.0 35 8 -8 -8 9.4 20 -2.0 -2.0
Imports of goods and services .. 704.2 17.6 20.5 9.8 26.0 11.6 13.3 6.0 16.2
Merchandise .........cc...coee.. 598.9 15.6 19.8 9.2 24.0 123 153 6.7 17.8
Petroleum and products 58.5 6 44 -11 18 4.6 373 7.4 13.3
Nonpetroleum products 540.4 149 154 10.3 222 131 131 8.4 18.3
Services 105.3 2.0 N .6 2.0 8.2 2.8 24 8.0

NoTe.—Dollar levels of these series are found in tables 4.2 and 4.4 of the “Selected NIPA
Tables,” and percent changes in major aggregates are found in table 8.1.

Table 7.—Real Government Purchases
[Seasonally adjusted at annual rates]

Billions of 1987 dollars Percent change from preceding quarter
Change from preceding quarter 1993
Level
1993
| Il 1] \%
1993:IV | I 1] \%
GOVEIrNMENt PUICRASES .oouvvriirsiiriieiseei et 942.0 -15.6 9.8 0.6 0.3 6.4 43 0.3 0.1
Federal 3495 -16.1 1.8 =57 4.2 -16.2 20 -6.2 4.7
National defense 238.0 -15.3 4 -6.3 -2.1 -214 7 -9.8 -35
Compensation 94.1 -13 -13 -11 -12 =51 5.2 -45 -4.9
Other ........ 1439 -14.0 17 5.2 -9 -30.3 4.7 -13.2 -2.5
Nondefense ... 1115 -9 15 7 -22 -3.2 55 25 =75
Compensation of employees . 51.0 1.2 4 2 -6 10.0 32 16 -4.6
ONET s 60.5 -2.1 11 5 -16 -12.8 75 33 -9.9
State and local 592.5 5 7.9 6.4 45 3 5.6 45 31
Structures . 99.0 =17 55 41 25 =15 27.8 19.0 10.8
Other ....... 493.5 2.2 24 2.3 2.0 18 20 19 16
Compensation of employees . 365.7 1.0 14 11 1.2 11 16 12 13
ONET i 127.8 1.2 1.0 1.2 8 39 32 39 25

Note.—Dollar levels of most series are found in table 3.8B of the “Selected NIPA Tables,”
and percent changes in major aggregates are found in table 8.1.
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in nonagricultural exports reflected upturns in
civilian aircraft and parts and in autos. Exports
of services decreased the same amount as in the
third quarter.

Imports of goods increased 17.8 percent after
increasing 6.7 percent. Imports of petroleum
and petroleum products turned up, and non-
petroleum imports accelerated. The acceleration
in nonpetroleum imports was more than ac-
counted for by autos and by nonautomotive
capital goods. Imports of services increased
moderately after a smaller increase.

Government purchases

Real government purchases increased o.1 percent
in the fourth quarter after increasing o.3 per-
cent in the third (table 7). Federal Government
purchases decreased somewhat less than in the
third quarter, and State and local government
purchases increased somewhat less.

Federal defense purchases decreased 3.5 percent
after decreasing 9.8 percent. The fourth-quarter
decrease was spread across all types of purchases,
but more than half of it was in compensa-
tion of employees, which decreased for the 11th
consecutive quarter.

Federal nondefense purchases decreased 7.5
percent after increasing 2.5 percent. The fourth-
quarter decrease was accounted for by purchases
of services.

State and local government purchases increased
3.1 percent after increasing 4.5 percent. Most
of the slight slowdown was accounted for by
structures.

Revisions

The preliminary fourth-quarter estimate of a 7.5-
percent increase in real Gpp is 1.6 percentage
points higher than the advance estimate (table 8).
This revision, which is nearly three times as large
as the average revision from the advance to the
preliminary estimate, is the largest in more than
5 years. More than half of the revision reflected
revisions to exports and imports. Exports were
revised up sy.6 billion, and imports were revised
down $3.9 billion. (Imports are subtracted in
the calculation of Gpp, so a downward revision
in imports leads to a upward revision in Gpp.)
The revision to exports primarily reflected the in-
corporation of newly available merchandise trade
data that showed an unexpectedly large jump
in merchandise exports in December; the jump
was almost as large as the increase over the first
11 months of the year. Similarly, the revision

to imports primarily reflected the incorporation
of newly available merchandise trade data that
showed an unexpected decrease in merchandise
imports in December.

Personal consumption expenditures was re-
vised up $4.7 billion on the basis of revised source
data on retail sales for November and Decem-
ber; more than half of this revision was reflected
in expenditures for food, for clothing and shoes,
and for furniture and equipment. Farm in-
ventory investment, State and local government
purchases, and nonresidential fixed investment
were revised up by smaller amounts. Small
downward revisions were made to nonfarm in-

Table 8.—Revisions in Real Gross Domestic Product
and Prices, Fourth Quarter 1993

[Seasonally adjusted at annual rates]

Billions of | Percent change
1987 dollars |  from preceding
quarter
Preliminary
estimate -
minus | Advance PLe;'m"
advance | estimate ary
estimate estimate
Gross domestic product ... 20.0 59 75
Less: Exports of goods and services ... 76 14.7 20.5
Plus: Imports of goods and services -39 18.8 16.2
Equals: Gross domestic purchases ............ 85 6.5 72
Personal consumption expenditures .............. 4.7 4.0 4.6
DUrables .......ccovvvenniireinniiniins 12 14.3 154
Nondurables 26 2.6 36
Services .......... 9 22 24
Fixed investment .. 12 23.7 244
Nonresidential .. 14 21.0 22.1
Structures .............. 12 10.7 14.2
Producers’ durable equipment . 3 24.6 24.9
Residential ... -3 317 31.0
Change in business inventories .. 7
Nonfarm . -16
Farm ... 2.3
Government purchases .. 19 -7 1
Federal ... -3 -4.3 4.7
National defense -2 =31 -35
Nondefense ... -1 =72 =75
State and local 2.1 16 31
Gross domestic purchases price index (fixed
WEIGNES) L oo eeeseeesssesnesnnins | eerenesnnnesnnnenns 2.1 22
GDP price index (fixed weights) 1 ........ccocvvevies | vovrrvrirnriinnens 2.2 2.3

1. Based on 1987 weights.

Note.—Preliminary estimates for the fourth quarter of 1993 incorporate the following revised
or additional major source data that were not available when the advance estimates were
prepared in January.

Personal consumption expenditures: Revised retail sales for November and December, and
consumers' share of new car purchases for November.

Nonresidential fixed investment: Construction put in place for October and November
(revised) and December, manufacturers’ shipments of machinery and equipment for December
(revised), and business' share of new car purchases for November.

Residential investment: Construction put in place for October and November (revised) and
December.

Change in business inventories: Manufacturing and trade inventories for November (revised)
and December, and revised unit inventories of motor vehicles for December.

Net exports of goods and services: Merchandise exports and merchandise imports for
November (revised) and December.

Government purchases: Federal outlays for December, State and local construction put in
place for November (revised) and December, and Employment Cost Index for State and local
government wages and salaries for the quarter.

Wages and salaries: Revised employment, average hourly earnings, and average weekly
hours for November and December.

GDP prices: Detailed merchandise export and import price indexes for October through
December, values and quantities of petroleum imports for December, and new house prices
for the quarter.
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ventory investment, residential investment, and
Federal Government purchases.

For real gross domestic purchases, the prelim-
inary estimate of a 7.2-percent increase is o.y
percentage point higher than the advance esti-
mate. (Revisions to gross domestic purchases are
not affected by revisions to exports and imports.)

The fourth-quarter increases in the fixed-
weighted price indexes for gross domestic pur-
chases and for copp were both revised up o.1
percentage point.

Alternative measures

Alternative measures of output and prices for
Gpp and other major aggregates are shown in
N1ra table 7.1; corresponding percentage changes
are shown in table 8.1. Beginning with the May
1993 SurvEY oF CURRENT Busingss, the alterna-
tive measures have been published as part of the
regular presentation of the preliminary and fi-
nal quarterly n1pa estimates. Differences between
changes in the alternative measures and in BEA’S
featured—fixed-1987-weighted—measure of real
Gop for the third quarter of 1993 and for
the period since the most recent business-cycle
trough were briefly noted in the November 1993
“Business Situation.”

As explained in the March 1993 Survey, both
of the alternative measures of output and prices
for the quarters of 1993 are currently calculated
using 1992 annual weights.* Consequently, the
alternative measures provide an estimate of the
effect of shifting the price and quantity weights
used in Bea’s featured measures of output and
prices from 1987 to 1992.

Using the alternative measures, real Gopre in-
creased 6.7 percent in the fourth quarter of 1993,
compared with the 7.5-percent increase using the
featured measure. The o.8-percentage-point dif-
ference in growth rates, while the largest in the
current expansion, is about the same as in the
third quarter of 1993, when the growth rate of

4. See Allan 1. Young,|“Alternative Measures of Change in Real Output
and Prices, Quarterly Estimates for 1959—92,” |SurvEey 73 (March 1993): 31—41.
As explained in table B of that article, estimates of the alternative measures
beginning with the third quarter of 1992 that are released after this summer’s
annual niea revision will be produced using different weights.

the alternative measures was o.7 percentage point
lower than that of the featured measure. Never-
theless, a historical comparison using any one of
the measures shows that the growth in real cpp
in the fourth quarter was the strongest since the
first quarter of 1984.

The slower growth in fourth-quarter Gor in the
alternative measures indicates that less weight is
being given to components that since 1987 have
above-average increases in output and below-
average increases in prices. Computers and
peripheral equipment, the output of which grew
rapidly in the third and fourth quarters of 1993,
account for almost all of the difference between
the 1992- and 1987-weighted measures in the third
quarter and for about one-half of the difference
in the fourth. Between 1987 and 1992, prices
of computers and peripherals dropped sharply,
while prices of most other components increased.
Additional components for which price increases
since 1987 have been below average contributed
to the differences in both quarters, but they
were less important factors in the third quar-
ter than in the fourth. The most significant
contributions came from other components of
personal consumption expenditures for durable
goods and of producers’ durable equipment and
from residential structures.

Gpp growth rates based on the alternative
measures were also lower in the full year 1993
than the 3.0-percent increase in the featured
measure. The benchmark-years-weighted meas-
ure increased 2.7 percent, and the chain-type
annual-weighted measure increased 2.8 percent.

Measures of price change have been only
slightly affected by changes in the composition of
output since 1987. In the fourth quarter, the al-
ternative measures for gross domestic purchases
prices increased 2.3 percent, o.1 percentage point
more than the featured measure. Larger increases
in the alternative measures for government pur-
chases were offset by smaller increases for fixed
investment, primarily in computers. For the year
1993, the alternative measures for gross domestic
purchases increased 2.9 percent, o.2 percentage
point less than the featured measure. ke
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