Economic Research Division
SECOND QUARTER 1994

Output and Inflation Outlook Holds Steady; Interest Rate Forecasts Are Higher

Prospects for output growth are little changed from three months ago, according to 35
forecasters surveyed by the Federal Reserve Bank of Philadelphia. Real GDP growth is
expected to average 3.6 percent this year and 2.7 percent in 1995. The economists anticipate
a gradual decline in the unemployment rate over the next five quarters, from 6.4 percent in
the current quarter to 6.1 percent by this time next year.

Inflation, as measured by the Consumer Price Index, will increase over the remainder of
this year and hold steady at 3.3 percent for the first half of 1995, The quarterly forecasts
are unchanged from the previous survey. The CPI is expected to average 2.9 percent growth
in 1994, down 0.2 percentage points from three months ago. For 1995, inflation is expected
to average 3.2 percent, unchanged from last quarter’s survey.

The economists are revising their interest rate forecasts. Currently, short-term rates are
seen averaging 4.0 percent in 1994 and 4.6 percent in 1995, compared with 3.5 percent and
3.8 percent in the last survey. The forecasters see the three-month Treasury-bill rate
steadily increasing from its current-quarter level of 4.0 percent to 4.6 percent in the second
quarter of 1995. Forecasts of long-term interest rates are also being revised upward. The
10-year Treasury bond is currently expected to yield 6.8 percent in 1994 and 6.7 percent in
1995, up 0.9 and 0.7 from the previous survey.

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

Real GDP CPI Inflation 3-month T-Bill Yield
Previous New Previous New Previous New
Quarterly data:
1994: Q2 3.3 3.7 3.1 3.1 3.4 4.0
Q3 2.7 3.1 3.2 3.2 3.5 4.2
Q4 3.1 2.8 3.3 3.3 3.7 4.4
1995: QI 2.4 2.5 3.3 33 3.7 4.5
Q2 N.A. 2.3 N.A. 3.3 N.A. 4.6
Annual average data:
1994 3.5 3.6 3.1 2.9 3.5 4.0
1995 2.6 2.7 3.2 3.2 3.8 4.6
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Long-Term Inflation Expectations Are Stable

Expectations of long-term inflation remain little changed for the third consecutive survey.
The forecasters see inflation (based on the Consumer Price Index) averaging 3.5 percent
over the next 10 years. The middle half of the forecasts are in the 3.0 to 3.7 percent range.
The following table shows long-term inflation expectations from the current and four
previous surveys:

10-Year CPI Inflation Expectations

1993: Q2 3.70
Q3 3.45
Q4 3.45
1994: QI 3.45
Q2 3.50

Low but Increasing Risk of a Negative Quarter

The mean probability of a decline in real GDP is expected to rise gradually from 3 percent
to 14 percent over the next five quarters. The forecasters see a slightly lower risk for mid-
1994; however, for the end of the year and into 1995, the risk of negative growth is
somewhat higher than it was three months ago. The following table compares the results
from the current survey with those from three months ago:

Mean Probability of a Decline in Real GDP

Previous New
1994: Q2 4.0 3.0
Q3 7.0 6.0
Q4 7.0 9.0
1995: Ql 10.0 13.0
Q2 N.A. 14.0

The Philadelphia Fed’s Survey of Professional Forecasters was formerly con-
ducted 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




“¥V3A SNOIAIY¥d FHL 30 T3AIT X3IAND ¥3ILYVND HLYNOJ 3HL WO¥4 T3A3T X3IANI ¥3LIvnd HL¥NOI
3HL NI 3ONVHD IN3J¥3d 3HL S1 3DVNIAY TVNNNY JHL ‘X3IANI 3I1¥d ¥IWNSNOD ANV dOLV143Q 3II¥d LIJIT4WI da9 3HL ¥O4
"378vI11ddY 1ON = VYN "S1SVI3¥0d TVNAIAIGNI SE€ JO SNVIQ3IW ¥V INIT HOVI NO S3¥NDI4 3JHL  :SILON

"9661 ¥3L¥VND ANODIS ‘SYILSYIIYO4 TVNOISSIH0¥d 40 AJAUNS ‘VIHAIIAVIIHA 40 NVE 3AYISTY Tv¥3Q34 ‘INIWLYVAIA HO¥YISIY¥  :3D¥N0S

L9 89 89 L9 89 0°L "L (1N3D¥3d)
Q7314 ONOE A¥NSYIYL ¥V3IA-0L °L

9°Y 0"y 9y S*Y Y ey 0y (1N3¥3d)
31vY 71719 AYNSYIYL HLNOW-£ "9

19 99 L9 L9 29 Y9 99 (1N32¥3d)
JLVY LNIWAOTdWINN °§

ST3A3T NI SITEVIYVA

2°¢ 6°¢ g€ £t £t 2 I°¢ (31Vd TYNNNY)
(N-1d2) X3ANI 321¥d ¥IWNSNOD "%

LS 0°9 9°S S°S 8°s 6°S 9°9 (sNoI11g 8)
(d@9) 1JN00Y¥d I11SIWOA SSO¥D "€

‘YN AN L°¢ 8¢ 6°¢ L°e L2 (ooL=/861)
¥01vV743Q 3D1¥d LIDITdWI d4@9 "2

AN 9°¢€ £ s°e 8¢ L°¢ VAN (s3v1100 /861 40 SNOITTIE)
da@o vay °|

S31v¥ TVNNNY LV HIMO¥D LN3J¥3d

S661 Y661 1SvJ3¥04
2o 34 %0 £0 20
JOVH3AY S661 Y661
TVONNY

S6-%661 ‘SHOLYIIANI IIWONOJIOWIVW ¥OrVW
SYILSVIFN04 TYNOISSII0¥d 40 AIANNS



‘81 Aell 21039 IO UO PIATSODI 9I9M S3ISEODI0J

II¥ ‘e3jep 92yl o3 SUOTSTASI jusnbesqns 309TJ9I JoUu Op safqel 9yl fez *ady

uo aateuuoTisanb Leaans oyl jusas axsm Asyjz usym sI93SeoaIoI ayjx 03
aTqeTTeA®R 8J9M 3jeyl ©3Ep 9yl 9Je ,Tenjoe, Se pa3sSTI] Sa]qe3 9Say3l UuT ejeq :930N

satTqeq

Y667 Io3aend puooasg

SYdLSVYOTUOd TUYNOISSTAOHNd A0 ATAMUNS



“H661L ¥ILYYND ANOIIS 'SYILSYIIY04 TVYNOISSII0¥d 40 AJAUNS ‘VIHAIIQVIIHd 40 INVE 3A¥ISIY 1vy3a3d ' LINIWINVHIQ HOWYISTY

1979

1872

487%

2'e

6g°1

€021

()

s 92¢

970l

0°9%1L

—

G661
1SvJ3¥04

9L°9

86°g

8¢

6871

L7911

"9

0°.0g

0221

970949

h661
1Sv23¥04

28°S

(1A

00°¢

L2

62"\

6°0L1L

VN

%°sL2

e vel

674189

£661
vniLav

=309n0s

08°9 2°9 €89 00°L 80°L  20°9 I (IN39¥3d)
1314 ONOS ANNSVI¥L ¥V3A-0L °OL
1872 08" 08°L 86°L 06°L 9L°L 82 (IN3D¥3d)
a131A GNOS ILVNOJ¥0D VWV 6
€6'% 0§y 9€Ty 029 S6°€  %2°S cs (IN39¥3Q)
31v¥ 1718 ANNSYIYL HINOW-E '8
€ g€ g€ 2E  1'f 172 vE (3LVY TVANNY)
(N-142) X3ANI 301¥d ¥IWNSNOD *Z
571 BEL 8EL 6£TL Lyl sErl 28 (SNOITTIW *3LVY TVANNY)
S1¥V1S ONISNOH ILVAINd MIN 9
6°6LL  L6LL  2°8LL YLl 29l 0°SLL 28 €001=2861)
NOILJNQO¥d TVINLSNANI *§
' 1'% 29 %9 99 99 vg (INZD¥3d)
3LVY INGWAOTAWINA ¥
¢'g2c  9°02f 8'9LE  2°YlE  £90E VN 92 (SNOIT1IE $)
S3XVL ¥3L4V SLI40¥d ILV¥OJ¥OD °§
206l 2621 €82l Y2l 692l 262l 9 (001=2861)
¥OLY143Q 331¥d LID11dWI da® *2
67960L 2°900L L0169 275189 £°91L9 96099 v (SNOIT1IE $)
(d09) 19nG0¥d 211SIHOQ SSO¥D °|
20 1o 4o €0 20 18 s¥aLsVa
9661 -3¥04 40
5661 9661 WNLY ¥ISHON
$1§v23¥04

SNOI1J1Q3¥d ¥31SYI3Y0d 40 SNVIA3W
§6-%661 'SYOLVIIANI JIWONOIIOUIVW HOrVW

3INO 378VL



4661 ¥ILYYND GNOI3S ‘SYILSYIFYOL TVYNOISSI0¥d 40 AIAANS 'VINAIIQYIIHd 40 JNVE

0°20L-

26l

4°409

0°.£¢

17682

B 569

9°899¢

9°49%S

5661
1S¥J233404

2°5s0L-

2 2

27665

9°8£¢

£°9¢¢

L°%59

2°8.45¢

£°628S

Y661

6°45¢

2hle

876§

2T eshe

0°9¢is

£661

1SVYJ3¥04  IVNLIVY

JAYISIY VY3034 'INIHIYVCIO HOYYISIY  :3NINOS

0°/0L- 0°80L- 9°90L- 6&°SOL- €£°S0L- Z°%0L- 4 (54v170a 861 40 SNOITTIE®)
$130dX3 13N
102 8°0¢ €712 9°61 5Lz 5T0¢ be (S3¥1700 2861 40 SNOITTIE)
SITYOLNIANI SSINISNEG NI 3ONVHO
€909 2°€09 £°009 %°L6S 0°Y6S  6°88S £e (syv170a £861 40 SNOITTIg)
S3ISVHIYINd LAOD TV¥I0T ANV 31VIS
0°GSee  ¥°Sgf g£°8EE  LT6EE  STOYE  0°8fe Ye (s3v1100 2861 40 SNOITTIE)
_ SISYHIYNd LNIWNYIA0D Tv¥3Q3d
682 £°0%2 6°6£2 9°8¢2 B°SEC 272 117 (Sy¥v1100 2861 40 SNOITTIE)
AINIWLSIANI Q3XId IVILNIQISTY
6°169 2°€89 £°€19 87199 L°6Y9  L°YE9 43 (s¥v1100 2861 40 SNOITIE)
INIWLSIANI Q3XId IVILNIAISIUNON
0°659¢ 879¢9% 9°Gl9% 97165 L°l9SE 876£SE S¢ (syv1100 2861 40 SNOI1118)
S3UNLIANIAX3 NOILdWNSNOD viOL
L°6%9S %°8LYS 6°YBES ST.%ES 07L0£S 0°6528 St (S3v1100 2861 J0 SNOI1I8)
da9d v
4] 1+) %0 £0 co 10 SYILSYI
Y661 -3304 40
5661 9661 TYNLIV YIGWNN
S1SVYJ3y04

SNOILJ1Q3¥d ¥3L1SVIIY0d 40 SNVYIQIW
§6-%661 “SYOLVIIANI IIWONOJIIONUIVHW HOMrVW

Q3NNILNOD 3INO 378VL

‘91

‘Sl

“H

‘£l

el

1)



*9661 ¥ILYYND ANOJIS ‘SYILSYIIYO4 TYNOISSII0¥d 40 AJAANS ‘VIHATIOGVTIHA 40 JNVE 3AYISIY Tv¥3GI4 ‘LINFWIYV4IG HO¥VISIY¥  :324NOS

"S3LVY TVNNNY LV S3ONVHD 3DVLINIJ¥3Id ¥V SYIHLI0 1TV
*SINIOd J9VLINIOY¥3d NI S31vY 3SIHL NI SIONVHI ¥V GT1IIA ANOS A¥NSYIYL ¥VIA-OL ANV
'd13IA ANOS ILVYO4YOD VWV ‘IIv¥ 7718 AYNSYIVL ‘XIAGNI 32I1¥d ¥IWNSNOD NI JONVHD INIO¥3d ‘31V¥ INIWAOIAWINN ¥03 S3IYNDI4 :3LON

60° - 68" 0" gL~ GL°- 80"~ 1071 e (1N30¥3d)
aTIIA QNO8 A¥NSYI¥L dVIA-OL °Ol

80" 1s” 10° 00° 8L"- 80" /N 82 (1N32¥3d)
g131A ONCE 31VY0JY0T VYV "6

29" G6° S0° 7" 9L° 1T - St (1N3J¥3d)
31v¥ 71718 AINSVIAL HINOW-£ "8

kA L 0° 0° be [ 0"l Y€ (31VY¥ TYNNNY)
(N-143) X3IANI 321¥d 4IWNSNOD °Z

0* L L) el 8°¢- L™%- 8 Ll 2¢ (SNOITTIW “31VH TVNNNY)
S1YV.IS ONISNOH JLVAIY¥d M3aN 9

l'e 2ts L2 L°e 82 LY ety 2¢ (00L=2861)
NOIl1JNAo¥d TVIYLISNANI *§

€ - "V°N 0° L"- A 0- 2t - k43 (LN3J¥3d)
31Vd INIWAOTDWINN “ ¥

"9 S°LL 0°9 2’s e 8°0L £°sl 92 (SNOITTIE $)
SAXVL ¥3ldv S11J0¥d 31Vi04H0Dd °¢

8°2 e°e 1°¢ 8¢ 672 L2 L2 e (00L=2861)
¥01Y1430 301¥d LIJITdWI dQ9 "2

A 0°9 %S S°S 8°s 6°S 9°9 e (SNOIT114 $?
(da9) 1IN00Y¥d IILSIWOA SSOUD

.
-—

G661 h661 66 2o S6 10 %6 %0 %6 0 %6 20 SY31SVI
ol oL ol ol ol ol ol -3304 40
H661 2661 G Ld 6 %0 6 ¢ %6 20 ¥ LB AFGHNN

S3LVY TVANNY LV S3ONVHI 3DV.INIJ¥3Id
G6-%661 ‘SYOLVIIANI IIWONOJIOHIVW ¥Or'VW

oMl 378V1



*$661 ¥ILYVND GNODIS ‘SYILSVIIYO0S TYNOISSIIONd 30 AIAUNS ‘VIHATIAVIIHd 40 JNVE JANISTY Tv¥30Q34 ’LNIWLIVCIA HO¥VISIN

G661
ol

Y661

1782~

9°y-

£°0)

s ol

Y661
ol
£661

“SYV1104 2861 40 SNOITTIE NI STINVHI 3V SLYOdX3 LIN ANV SITHOLNIANI SSINISNE ¥O4 SIANDIL

“S3LYY TYNNNY LY SIONVHD 3IVINIDUIJ YWV SATHLIO 17V

0"l - L= at- [ ki3
L~ §°- 9°l 8°L- 0°6- k47
L2 é6°l 0°¢ £'e S'¢ £f
§°- £°¢- 0"1- 9°L- 0°¢g k47
gl L’ 1°2 8y £°9 Sf
2°s 09 L7 L°L 2701 113
§°2 Y2 L2 L2 2 117
e°e s'e 82 e L't 117
g6 2o S6 Lo Y6 %o 6 £0 %6 20 S¥31SVD
ol ol ol ol ol -3¥04 40
56 Lo %6 %0 %6 €0 %6 20 % Lo YIGWNN

S3LVY TVNNNY LV S3IONVHD 39VIN3IDY3d

€6-%66L 'SYOLVIIANI JIHONOIIOUIVW ¥OIVW

Q3NNILNOD OML 378Vl1

(s¥v110a 2861 J0 SNOITTIE)
$130d4X3 13N

(S3v11040 2861 30 SNOITTIE)
S3IITYOLNIANI SSINISNE NI JINVHD

(S¥vY1100 2861 40 SNOITTIR)
S3ASYHIINS 1A0D VD07 ONV 31ViS

(S¥V¥110a 2861 40 SNOITTIA)
S3SVHIUND LNIWNYIAO0I TVYIQ3d

(S3Y110Q 2861 40 SNOITIA)
INJWLSIANI @3XId4 VILNIQISIY

(S¥Y170a 2861 40 SNOITT1E)
LINIWLSIANT G3XI3d TVILNIQISTUNON

(s¥v1100 2861 40 SNOITTIE)
STANLIANIIX3 NOILJWNSNOD TVIOL

(S¥Y1100 2861 40 SNOIT118)
d@9 vy

$324n0s

$310N

"Ll

‘91

BT

Yl

gl

1)



*H66L ¥ILUVAD ANODIS “SHILSYDIIUO4 TYNOISSTIO¥d 40 AIAYNS 'VIHATIAVTIHA 40 NNYE 3AUISIY Tv¥3A34 'IN3IWL¥VAIQ HOUVISIY  :3DUN0S
"€€ SI INILY¥O43IY SYILSYIIN0J 30 ¥38WNN TVI0OL :3LON

L £l 6 9 £ ALIT18VE0¥d NVIW
Sl oL oL S 0 ALI718VE0dd NYIQ3IW
(4 r4 4 4 2 INIL¥Od3Y LON
0 0 0 0 0 Y3IA0 ONY L6
0 0 0 0 0 06 Ol I8
0 0 0 0 0 08 0l 1.
0 0 0 0 0 0l ol 19
0 0 0 0 0 09 0l 1§
0 0 0 0 0 0s ol LYy
4 L L 0 4 oy ol Ig
k4 £ l 4 0 0g 0L 12
£l 4 9 £ l 02 ol il
7l A 114 8¢ 3% §s37 ¥0 0L

SYILSYIIU0L 40 Y3AWAN

56 ¢ G6 LD %6 %0 %6 €0 Y6 20 (00L NI S3ONVHD)
ol 0l ol ol ol AlIT18va0yd
56 LD %6 %0 %6 €0 %6 20 %6 L0 Q3ILVKILS3

da@9 v3Y¥ NI-INITI3Q 40 ALINIGYE0dd Q3LVWILSI

J3¥HL 378VL



*H661 ¥ILYYND ANOIIS 'SYTLSYIIYOd TYNOISSII0ud 10 AAYNS 'VIHAIIAYIIHd 4O MNNvE JAYISIY V33034 'LINIWLY¥v4IQ HOWYISIY  :3J¥NOS

80°
9Ll
61°8
258t LY
91 vs
6L°11
2572
00°1
1N
96"

S6-%661

‘28 SI ONIL¥0d3¥ S¥31sYO3¥04 JO ¥3GWNN TYLOL 310N

€Q° 3INITI3A T1IM
82"} 6°0 01 0°0
1Y 6°L 0L 0°L
8¢°65 6°2 0l 0°2
82°1e 6°¢ 0l 0°¢
v6°¢ 6°% OL 0°Y
91t 6°6 01 0°8
82° 6°9 0L 09
a2 6", 01 0°L
£0° 340K ¥0 0°8
H6-£661

$¥01V143Q 321¥d LIJITdWI 409 NI S3INVHO LN3ID¥3d

11

Lot
Ly
6°gl
9l°LL
$8°0&
s8°6
€02

S6-%661

3791SS0d OL Q3HIVLILY ALI1718VE0dd NVIW

80° 0°2- NVHL ss37
i1 l*1- oL 0°2-
8g”" 1°0- 0l 0"~
€57l 600100
0s°¢ 6°L 0L 0°L
Y APA ! 62 0ol 0°¢
€595 6°¢ 0L 0°¢
56791 6°% 0L 0°%
6572 650l 0°§
18" 3H0W ¥0 0°9
96-5661

$d09 TV3Y¥ NI S3IONVHD IN3D¥3d
37818S0d Ol Q3HIVLILY ALITI9VEO¥d NVIW

G6-%661 QNV %6-£661
S$301¥d ANV dd9 NI SIONVHD 40 ALITIEGVEO¥d NVIW

dnod 37avl



*9661 YILYVND ANOIIS ‘SYILSYIFNO4 TYNOISSII0¥d 40 AJAUNS ‘VIHAIIAVIIHA 40 JINVE 3A¥3ISIY Tv¥3IA34 ’LNIWLYVA3A HOYYISIY :3J¥NOS

S ONISSINW
0g N
99¢" "A30 "a1s
PV NVIW
00S°S WAWIXVH
s2l'g 3T11YVND Y3ddn
005" € NVIQ3W
0007 ¢ 37114vN0 ¥3M01
00s°2 WOWINIW

JILSI1ViS

31vd NOILVIINI Id3 =S31¥3S

S1SY23¥04 (¥V3IA 01) WYIL-DNOT

3AL4 38Vl





