Economic Research Department

March 1, 1993

FIRST QUARTER 1993

Short-Term Outlook Improves; Fiscal Stimulus Seen for '93

Current prospects for economic growth in 1993 look brighter now than they did just three months ago, according to
34 forecasters surveyed by the Federal Reserve Bank of Philadelphia. The forecasters now see the economy
expanding at a 3.1 percent rate in 1993, up from 2.6 percent in the last survey, and continuing to expand at that rate
in 1994. The civilian unemployment rate is seén averaging 7.0 percent in 1993, unchanged from the last survey, but
dropping in 1994 to an average level of 6.6 percerit.

Higher growth in 1993 will not come at the.expense of higher inflation, according to the forecasers. For 1993, they
continue to see inflation averaging 3.2 percent as measured by the CPI, and rising slightly to 3.4 percent in 1994,

Prospects for interest rates are not quite as bright, however. Forecasters see rates bottoming-out over the first half of
1993 but rising thereafter. Three-month Treasury-bill rates are forecastto increase by 0.7 percentage points from
mid-year 1993 to the first quarter of 1994.

The following table compares median forecasts for selected variables from the current survey with those from three
months ago:

Real GDP CPI Inflation. 3-mo, T-Bill Rate
Previous New Previous New Previous New
Quarterly data:
1993: QI 2.4 3.0 3.1 3.0 3.0 3.0
Q2 2.8 2.9 ' 3.2 3.1 32 3.0
Q3 33 3.3 33 3.3 3.3 3.2
Q4 33 3.4 3.4 32 3.5 3.5
1994: QI N.A. 2.9 N.A. 33 N.A. 3.7
Annual average data:
1993 26 3.1 3.2 3.2 3.3 3.2
1994 N.A. 3.1 N.A. 34 N.A. 3.7



On the fiscal policy front, the forecasts reflect a mild stimulus package in 1993 associated with President Clintoris
economic program. Opinion on deficit reduction, however, is less clearcut.

Forecasters See Lower Long-Term Returns to Stocks and Bonds
The forecasters have lowered their projections for average returns on stocks (S&P 500) and short and long-term

government securities over the next 10 years. As the accompanying table shows, the return to equities and three
month Treasury-bills is expected to average one percentage point less than forecasters thought at this time last year.

Long-Term (10-year) Forecasts

92Q1 Survey  93QI Survey

Stock Return (S&P 500) 10.0% 9.0%
Bond Returns (10-yr T-bonds) 7.5 7.0
Bill Returns (3-mo T-bills) 5.0 4.1

Long-Term Inflation Expectations Continue to Fall

The forecasters continue to revise downward ther inflation expectations (based on the Consumer Price Index).
Inflation is currently projected to average 3.5 percent over the next 10 years, down from 3.6 percent in last quarter's
survey. This marks the third consecutive survey in which the forecasts lave been revised downward.

Minimal Risk of a Negative Quarter

The probability of a decline in real GDP over the next two quarters is substantially lower than forecasters thought
three months ago. Currently, they see only a 3 percent chance of a decline i the first quarter followed by 6 percent
in the second quarter, both down from 11 percent in the last survey.

The Philadelphia Fed's Survey of Professional Forecasters was formerly corducted by the American
Statistical Association (ASA) and the National Bureau of Economic Research (NBER) and was known
as the ASA/NBER survey. The survey, which began in 1968, is conducted each quarter. The Federal
Reserve Bank of Philadelphia, in cooperation with the NBER, assumed responsibility for the survey in
June 1990.

For further information about the Survey of Professional Forecasters, contact:
Dean Croushore

Research Officer and Economist

Federal Reserve Bank of Philadelphia

Ten Independence Mall

Philadelphia, PA 19106

(215) 574-3809




"£66T ¥IALIYND 1SY¥II

“¥YAA SAOIATEd FHL A0 TIATT XIANI dI1¥YN0 HIYNOS FHI WOHI TIATT XHAANI ddIL¥YN0 HI¥NOJ
JHL NI A9NYHD INIOYEd FHL SI IOVHEAY TYANNY JHL ‘XIANI IOIdd WIWASNOD dNY HOILVIAEQ IDIdd LIDITWI dd9 FHIL dH03

TITIYOITddY LON = ¥N "S5SLS¥YO0Ed0d TYNAIAIANI 7€ A0 SNYIQIW 3dY INIT HOYI NO S3HNOI4 FHL SJLON

‘SYILSYOIWOI TYNOISSII0Hd A0 AIANNS 'YIHATIAWIIHd J0 MNYE FANISHY TVHAQHI ‘INIWLYYIIG HOWYIESEY 1 dDHN0S

0"t 979 879 L9 979 9°9 S'9 (INEDJAd)
dTAIZ JNOE XYNSYAYL ¥IYIR-0T "L
L€ [4n3 [ S ¢ (283 0°¢ 0°¢ (LNED¥3d)
3lvd TTI"E Ad0SYIdL HLNOW-£ °9
979 0"t L9 8°9 6°9 0°L Z L (LNIOY¥3d)
3lvd INAWAOTIWINN °§
STIAAT NI SITEYIUYA
/A8 (283 £°¢€ [4n3 £°€ 1€ 0°€ (JI¥d TYNNNY)
(N-IdD0) XIANI FOI¥d YAWASNOD P
Z°9 LS 9°g 0°9 Z'9 8'g LS (SNOITTIE $)
(d@9) 12n0go¥d DILSIWOG SSC¥D "¢
YN 8°¢ L2 0°¢ 6°C Sz 8¢ (00T=86T)
YOLYIddd 30Idd LIDITAWI d4d9 ¢
T°€ T°€ 6°¢ |83 £€°¢ 6°C 0°¢ (S¥YTTOd L86T A0 SNOITIIE)
dd9 TYdd 1
SAIYY TYNNNY L¥ HIMOYD LINIOY3d
7661 €661 LSY2d404
JOVHIAY 0 170] £0 [4e} 10
TYNNNY 7661 €661

76-€66T ‘SYOIVOIANI JDIWONODIOHIVW JOLWW
SYALSYOII0S TUYNOISSIIONd IO XIAdNS



‘6T Axenagsd 9I03J3q IO UO DPSATISD08I 8I9M S3ISEOS8IOJ

TIVY ‘e3jep ay3z 03 suoTsTaaI jusanbssqns 3097351 jou op safqel syl ‘T

Axzenaqsg uo sateuuoTrissnb AsAaIns sayjz Jusds aI5M ASY]} USYM SISISOSIO0F 9yl 03
aTqeITeAR 3I9M 3By} e3ep 8yl aIe ,Tenjoe, Se pa3lsSTT SOTqe3 9sSaYl Ul elzeq 930N

seTqeL

€661 I93IONyd 3ISITA

SYITLSYOTY0Ld TUYNOISSITIOUd J0 XTAAANS



*€66L ¥ILAIVND 1SYI4 ‘SYILSYITN0J TYNOISSIJ0¥d 40 A3AUNS 'VIHAIIAVIIHd 40 MNvE 3AYISIY V33034 'INIWLIVAIQ HO¥VISIY :32¥N0S

00°L 95°9 10°2 4: 3 0L°9 09°9 §5°9 0s°9 YL°9 3% (1N3233d)
@1314 QNCg AdNSY3YL AVIA-0L Ol

oL'e 06°L e s6°8 00’8 06°L 08°L 1874 20°8 0g (1N32¥34)
71314 QNOS 31VY04I0D YVVY "6

[+ 02 ¢ ghe 9°€ 6v°¢ g €0°¢ 00°¢ 20°¢ 4% (1N3D¥3d)
31vy 17119 AYNSYIYL HINOW-§ °8

e 0°¢ 62 £°¢ 't € "¢ 0°¢ 62 4% (31Vd TYNNNY)
(N-1d2) X3ANI 321¥d ¥IWNSNOD "L

8e"1 el T} 2¢71 Se°L £e°1 Le°1L 82°1 LT 4% (SNOITTIW “3LVY¥ IVNNNY)
S1¥Y1S ONISNOH 3ILVAIY¥d M3N °9

1211 8°2lLL 4°801 S'SLL 9yl gtell gt2ll 2°LiL LToLl 3% (00L=2861)
NOILONAOY¥d TYIYLSNANI °§

9°9 0°L L L°9 89 6°9 0L 2L €L 117 (1N32¥3d)
31Y¥ LNIWAOIAWINN ° %

%°062 2°992 ‘V°N 0°9/2 0°%.2 07692 67192 0°8%2 VN 22 (sSNOITIE $)
SaXVL ¥31dV SL140¥d ILVi04400 “§&

27221 6°g2l 6°02L 6°s2l 1°s2l 272l gtg2l stZ2L LtLdl 1 3% (00L=4861)
¥01v1430 331¥d LIJIdWI d@9 °2

L %299 9°¥829 L°G%6S  S780S9 9°02Y9 S°/2¢9 L°€E’9 ST9YL9 671909 119 (snol18 §)
(da9) 10N00dd I11S3W0A SSO¥D “L

Y661 £661 2661 10 hatl £0 20 1] 70 S¥31SVYd
1SVIO3¥0d ASVIIYO4d TvnLdv 2661 -3¥04 40
Y661 £661 vnLdy LERL gL

S1Sv33¥04

SNOILJ1Q3¥d ¥3IL1SVYIIN0d 40 SNYIG3NW
96-£661 ‘SHOLVIIANI JIWONOJIICYIVH HOrvMW

3INO 378VL



9°19-

0°¢ge

0°08S

ST99¢

yr92e

£°%8S

S°glsE

§°0£2S

Y661
1svJ3¥04

6765~

6°Sl

9°0LE

Yy eLe

8" €SS

AN 1447

8°2L0§

£661

2 gy-

kA

£°295

6°Sl¢

0°g6l

0°S1S

k4311

6°616Y

2661

1svJ3¥0d  vnLdvY

*€661 ¥IALYVNO LSAT4 'SYILSVIINOI TVNOISSIIONd 40 AJAUNS ‘VIHATIAVIIHA 40 MNVE 3AYISIH Tv¥3Q3d ’LNIWLAVAIQ HO¥V3SIH  :32UnOS
4°89-  9°g9- 8°19- 8765 0°95- 9°Ys- Y& (S¥v1100 2861 30 SNOIT1I®)
S1¥0dX3 13N "8l
9712 0°02 9°8l 0°sl 0"l (4 £t (s3¥¥1700 2861 40 SNOITTIE)
SIJYOLNIANI SSINISNG NI 3ONVHD °Z|
L7908 2°2US 87695 07198 £°Y9S  9°298 k4 (s¥¥1700 2861 40 SNOITTIE)
SASVHIANG 1AOD TVI01 GNV 3LVLS "9l
97498 97698 9°0lE ETUE  YU.E  £°9.% k4 (s3v1100 2861 40 Skoll1d)
SISVHIYNd LNIWNY3IA0D TV¥3Q3d "SL
§°222 ¥°6l2 g°Sl2  §°LL2  ¥°l02  6°g02 e (s¥¥1704 /861 40.SNOITTIE)
LIN3WLIS3ANI Q3XId TVILNIQISIY 9L
9°%LS 67195 17095 £°6%S 2°8ES  8°0£S e (S¥v1100 /861 40 SNOINTIE)
LINIWLS3ANI Q3X1Jd TVILNIQISIINON "€l
9°YiYe 9°8YYE LTYeYE V66EE LT9lEE 97 ESEE Y& (S¥v1100 2861 40 sNOITTIE)
SIYNLIANIAXI NOILJWNSNOD TVIOL °2L
S eS8 2°.£lS ¥TY60S LUES0S 9°9L08 8°6L6% e (s¥v1700 2861 30 SNOINIIE)
d@9 vy "Ll
19 %0 £0 20 10 0 SY3ALSYI
2661 ~-3¥04 40
661 £661 Tvnidv YIGRNN
$1SV23¥04

%6-£661 ‘SYOLVIIONI DIWONODIONIVH HOPVKW

SNOILDIQ3¥d ¥ILSVIYO4 40 SNVIAIN

G3NNILNOD 3NO 378VL



"€661 ¥ILAYND 1SHI4 ‘SYILSYIFU04 TYNOISSIH0dd 40 AIAYNS 'VIHAIIAVIIHd 40 XNVE 3AYISIY VY3034 'INIWLAV4IQ HOAVISIY  :3J¥N0S

"SILVY TYOANNY LY S3IONVHD FOVINIINd3d YV S¥3IHL0 1V
"SINIOd 39VIN3IO¥3d NI ‘S3ILv¥ 3SIHL NI S3IONVHD 3¥v Q131A ANOS AdNSYIAL dY3A-0l ANV
'Q131A ONOS 31Vd0d¥0D YVY ‘3LVY 1718 A¥NSYIYL ‘XIANI 3D1dd ¥IWNSNOD NI 3ONVHD LN3D¥3d ‘31VY INIWAOTJWINA Y04 S3¥N9I4 :3LON

vy sy - gl- oL- S0° S0° yer- L€ (1N32¥3d)
07314 QNO8 AdNSY3YL ¥V3A-0L Ol

0z* - S0° oL- oL- 10°- 22" - 0g (1N32¥3d)
Q7314 GNOS 31VY0d¥0J VYWV "6

es’ €2 - 9L* T T £€0° 40°- 43 (1IN3¥3d)
31vd 1719 AYNSVYIAL HINOW-€ °8

y° L L 0° [ L L (43 (31Vd TVNNNY)
(N-143) X3ANI 301¥d ¥3WNSNOD /L

kA 26 €L 6" L9 L6 0L 43 (SNOITTIW ‘3LVY TYNNNY)
S1YVIS ONISNOH 3ILVAIY¥d MIN -9

8°¢ 8°¢ ¢ 9%y 8¢ 6°¢€ LY L€ (00L=£861)
NOILJNQO¥d TVIYLSNANI

.
[Ta}

Y- kAR Lo bT- L"- - L°- €€ (1N32¥3d)
31vd INIWAOTdWIANN “¥

16 6yl 6°2 9°L ¥ 8i 6791 0°si a2 (SNOIT11g $)
S3XV.L ¥314V S1I1J0dd I1VY044ID ¢

L2 §°¢ L2 0°¢ 6°2 s5°¢ 8¢ £€¢ (001=2861)
¥01v143Q 321dd LIJINdWI 409 °2

29 'S 9°s 0°9 29 8°S 'S £€¢ (sNoll11g $)
(d09) 13N00¥d J11S3N0Q SSOUD "L

Y661 €661 % 1o €6 Y0 €6 €0 €6 20 €6 LD S¥31SYI
ol ol oL ol ol ol ol -3404 40
£661 2661 €6 Yo €6 ¢€0 €6 20 €6 D 26 Yo Y3FWNN

SALVY TYNNNY LY S3IONVHD 3DVINIIA3d
$6-€661 ‘SYOLYIIONI JIWONOJIOHIVW dOrVW

OMl 378Vl



*§661 d3LYVND LSYIJ ‘SYILSVIFU0S IVNOISSII0¥d 40 AIAINS ‘VIHAIIAVIIHd 40 JNVE 3A¥ISIY V3034 ‘INIWLIYV4IQ HOYY3SIY  :3AN0S

*1E SI ONILYOd3Y¥ SY3ILSYIY04 40 ¥IAWNN TVIOL 310N

ALIN18vVE0dd NV3IW

-—
-
o

ALIT18VE0dd NVIA3W

-
wn

ONILY¥0d3d LON
Y3IA0 ONV L6
06 01 i8

08 01 L4

0l 01 L9

09 0l LS

0S 0L LY

0O O O O O o O Mm wn ©~

o O O O O o o m

0% Ol ig

N O O O O O O o mMm o

0g Ol L2

o N O O O O O O O M Wn
M O O O O ©O O O O Mm o ™m

o2 ol il

-
-

9 3

<«
N

$S371 ¥0 Ol

-]
-
o
o~

k(4 e
SYALSVI3W04 40 YITWNN
%6 1Ld €6 %0 €6 €0 €6 ¢ €6 LD €00l NI S3DNVHI)

oL ol ol ol ol ALIN18vE0¥d
€6 %0 €6 €D €6 ¢0 £€6 IO {0 ) Q31VWI1S3
dQ9 1v3¥ NI 3NIT030 JO ALITISVE0Y¥d QILVHWILSI

J3YHL 378V



*£661 ¥ILYYND LSUI4 'SYILSYIIY0S TYNOISSIIO¥d 40 AIAUNS ‘VIHAIIAYTIHA 40 MNNVE 3A¥ISIY Tvy¥3A34 ‘INIWLAYAIQ HO¥YISIA  :3D¥NOS

2% SI ONILY¥Od3¥ SYILSYIIY0d 40 A3IBWNN TVIOL :310N

0z’ €0° 3ANIT23Q T1IM
a7l 1872 60 01 0°0
4] 2] 6°L 0L 0L
79722 69" 7% 6’2 01 0°2
A1 02°6¢ 6°¢g 0l 0°¢
2yl 1976 6°%7 0L 0°%
£Ls 10"y 6°5 01 0°S
8.°1 88" 6°9 0L 0°9
19° 00° 6°2 01 072
€0’ 00° JH0W ¥0 0°8
6-2661 26-2661

$¥01VI43Q 301dd LIJITdWI dQ9 NI SIONVHD LN3D¥3d
37818S0d 0L Q3HIVLILY ALITI9VE0¥d NVIW

00° 00° 0°2- NVHl §831
€0° 00° r l- 0l 0°2-
1s" 8¢” 170~ 01 0°L-
227¢ 00°¢ 6°0 0L 0°0
082 8972 6'L 0L 0°L
19°2¢% 02°¢% 6°2 0L 0°2
0g oY ey 6°¢ 0L 0°¢
sLegl g2 ¢l 6% 01 0°%
vs°2 Si'L 6°5 01 0°s
(44 20" JYOW ¥0 0°9
Y6-2661 £6-2661

$da9 Tv3y NI S3IONVHI LIN3J¥3d
3791SS0d OL Q3IHIVLLY ALIT19vE0¥d NVIW

76-2661 OGNV 26-2661
S$301¥d ONV 409 NI S3ONVHD 40 ALITIGVE0Nd NVIW

3¥nod 378Vl



*€661 ¥3LYVND 1SYUIJ ‘S¥3ILSVIIYOJ TWNOISSIJ0¥d 40 AIAUNS

'VIH413QVIIHd 40 INVE 3A¥3SIY Tv¥3a34

9 ONISSINK 9 ONISSIK 19 ONISSIN
8 N 82 N £e N
848" “A3Q "als 26071 “A3Q "als 15 r4 “A3Q "als
G66°% NV3K 99L°9 NV3W 256’8 NV3W
000°9 WNKIXYK 005°8 WAKIXVH 000°SL WANI XYW
005"y F1LYVND ¥3ddN §89°L 7113VN0 ¥3ddn 000°0L JIILHVND ¥3ddn
ooL"Y NVIQ3W 00072 NVIQ3W 000°6 NVIQ3W
L TA N8 FILLAVNO ¥3MOT 000°9 37114vVN0 ¥3M0T 000°Z 31 14VNO ¥3M0T
00s°2 WOWINIKW 004" ¢ WKININ 0087 WOWINIW

J11S11ViS JILSILVIS JI1LSILVIS

(HLNOW-€) SNYNL13Y¥ 1719 :S31¥3S

(¥V3A-0L) SNANLIY ONOE :SITH3S

(005 d73S) SNINLIY XJ01S :S31¥3S

S ONISSIN £ ONISSINW £ ONISSINW
62 N (8% N 3% N
928 “A3Q "dls 128" “A3Q -ais 29° “A3Q °als
8%L°1L NY3W iy8°¢ NV3W 05s°¢ NV3W
00Y°¢ WORIXYN 00S°Y WOWI XYW 000°S WOWI XYW
000°2 37113VND ¥3ddn 000°¢€ 3111YYND ¥3ddn 000" Y 37114VND ¥3ddn
00s°L NVIQ3W 00L°¢ NVIQ3W 00§°¢ NVIGM
0sY°L 37114vN0 ¥3M07 00s°¢ FI1L4VNO ¥3M0T 000°¢ 31114vNo ¥3M07
000°1L WOWININ 000°2 WWINIW 0o0s ¢ WOWINIW

J11S11VLS JIISIlVIS JI1S1lvls

* INIW1¥V43Q HIAV3ISIY :323n0S

HIMOXD ALIAILINGOAd :S3I1A3S 31Vd HINO¥O 40D Tv3Y :S3I¥3S 31V¥ NOILVIINI 14D :iS31¥3s

S1SYJ3¥04 (¥v3A OL) Wi3L1-9NOD

3A14 378Vl





