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FIRST QUARTER 1995

The Short-Run Outlook

Growth in the nation’s output will slow throughout 1995, according to 29 forecasters
surveyed by the Federal Reserve Bank of Philadelphia. The forecasters expect real GDP to
grow at an annual rate of 3.0 pcrcent in the first quarter and to slow gradually to a rate of
2.1 percent by year-end. The lorecasters have reduced their 1995 forecast of 3.2 percent by
0.2 percentage points to rellect recent events in the Mexican economy. For 1996, the
forccasters cxpect real GDP to grow by 2.4 percent,

Slower growth in real GDP will dampen the prospects for further improvement on the
uncmployment front. The forccasters expect the unemployment rate to fall to 5.4 percent
by the second quarter but to hold steady at that rate for the remainder of the year. The
unemployment rate will average 5.4 percent in 1995 and risc to an average rate of 5.6
percent in 1996.

Inllation, as mcasurcd by the Consumer Price Index, will increase over the next four
quarters, from an annual rate of 3.2 percent in the current quarter to 3.5 percent at year-
end, Inflation will average 3.3 percent in 1995 and rise to an average rate of 3.5 percent in
1996.

The forecasters also see additional tightening of monetary policy on the horizon. The
federal funds rate will peak at 6.5 percent in the third quarter of this year and fall to 6
percent in the third quarter of 1996, according to the forecasters. The three-month
Treasury-bill rate will average 6.2 percent in 1995 and 6.1 percent in 1996, The following
table shows the lorecasters’ expectation for the federal funds rate over the next two years:

Federal Funds Rate
1995 1906
Q1 Q2 03 04 Q1 Q2 03 04
5.85 6.30 6.50  6.50 6.30 6.18 6.00  6.01

The Long-Run Outlook

Real GDP growth over the next 10 years will average 2.7 percent, roughly unchanged from
the forecasters’ expectation [our quarters ago. Long-term inflation, as measured by the
Consumer Price Index, 1s expected to average 3.3 percent, down [rom 3.45 percent in last
year’s [irst-quarter survey,
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The long-term average return to stocks is lower now than forecasters estimated last year,
while the return to bonds is higher. The return to common stocks, as measured by the S&P
500, will be 8.25 percent over thc next 10 ycars, down from 10 percent in last year’s survey.
Ten-year Treasury-bonds are now expected to yield 7 percent, up from 6.1 percent. The
following table compares the current long-term forecasts with those from a year ago:

Long-Term Forecasts
(10-Year Average)

Four Quarters Ago Current Survey
Real GDP Growth 2.65 2.70
CPJI Inflation 3.45 3.30
Stock Returns
(S&P 500) 10.00 8.25
Bond Returns
(10-Year Treasuries) 6.09 7.00

Lower Risk of a Negative Quarter

The forecasters see a rcduced chance of a decline in real GDP over the next four quarters
compared with that in last quarter’s survey. Currently, they see only a 2 percent chance
that rcal GDP will decline in the first quarter, compared with an 8 percent chance assigned
in the last survey. The following table compares the probabilities from the current survey
with those from three months ago:

Mean Probability of a Decline in Real GDP

Last Quarter's Survey Current Survey
1995: Qi 8.0 2.0
Q2 13.0 7.0
Q3 16.0 11.0
Q4 20.0 15.0
1996: QI N.A. 17.0

The Philadelphia Fed’s Survey of Professional Forecasters was formerly con-
ducted by the American Statistical Association (ASA) and the National Bureau
of Economic Rescarch (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:
Dcan Croushore

Research Officer and Economist

Federal Reserve Bank of Philadelphia

Ten Independence Mall

Philadelphia, PA 19106

(215) 574-3809




“¥v3IA SNOIAIYd JHL 40 13A3T X3IANI ¥3LAVND HLANO4 3HL WO¥4 T3ATFT X3ANI J3L¥vND H1¥NO4
3HL NI 3ONVHD 1N3D¥3d 3HL SI 3OVH3AV TVANNY 3HL 'X3ONT 3D1¥d ¥3IWNSNOD OGNV ¥OLV1330 331dd 11D11dWI d4@D 3HL ¥0d

"378v211ddV ION = VYN “SISVI3¥04 TVNAIAIONI 62 40 SNVIQ3W 3¥V 3ANIT HOV3 NO S3I¥NOI4 3HL *S31ON

"6661 YILYVND 1SYI4 ‘SYILSYIIW04 TYNOISSIJO¥d 40 AIAUNS ‘VIHAIIAYIIHd 40 MNvE 3IAY3ISIY VY3034 ‘INIWLYV4IQ HO¥V3SI¥  :3J¥n0S

kav) 92 €7 2 9°L 8"/ yAvi (1IN3J¥3d)
Q7314 ONOS A¥NSYIYL ¥VIA-OL *Z

19 29 0°9 279 €9 £°9 6°§ (1N32¥3d)
31y 1718 ANSYIYL HINOW-¢ *9

9°s 7°s S°S 7S %°S %°5 s°S (1N32¥3d)
31VY LIN3WAOTdWINA G

$73A37 NI S3718V VA

S'e £°g §°t S'¢ e e'e (AR Y (31V¥ IYNNNY)
(N-1d2) X3ANI 33T¥d Y3IWASNOD °¥

2°s 8°§ AN £°s £°s S°S 8°S (sNoI118 $)
(da9) 1INaoY¥d JI11S3WOa SSO¥D “¢

‘YN 8¢ £°g 0°g 82 s e 6°¢ (ooL=2861)
¥01v¥713430 301¥d 1ID1TdWI 40D "2

e 2'g l7e Le 2 e PAN4 0°¢ (S¥v110Q /861 40 SNOITTIE)
d09 v3y L

S31V¥ TVNNNV LV HIMOY¥D IN3J¥3d

9661 5661 1SvJ3404
10 0 €0 ] 10
30VY3AY 9661 5661
TVANNY

96-6661 'SYOLVIIANI JIWONODIO¥IVW ¥OrvW
S¥3L1SVOIW04 TYNOISS330¥8d 40 AIAANS



*12 AIxenagad 230390 IO UO PIATS09I 9I9M S3SRDDI0JF

TIY¥ °e3ep syl 03 SUOTSTASI juanbasqns 3097Fax 30U op safdqel ayy fog ‘cuer

uo aateuuotrisenb AsAans syjz juss axam LSyl UIYM SISISLOSIOI BY3 O3
STqeTTRAR 3I89M 3BY} B3RP 3Yl aIe ,Tenjoe, Sse pajsT] SSTqe3] 3s9Yl ul eljed :930N

seTqelL

$66T I9jxend 3satd

SYILSVOTY0d 'TVYNOISSIAOUd A0 AHANAS



“G661 ¥ILYVND 1SH14 “S¥ILSVIIY0J TVNOISS3J0¥d 40 A3ANNS ‘VIHAIIAVTIHd 40 JNVE JA¥3ISIN Tv¥3Ia3d ’INIWLYVAIA HO¥YISIY :53DuNOS

SY L Y972 8072 08"l 05°2 0972 08°L 0LL 8L V4 (1N30¥3d)
Q7314 ONO8 A¥NSY3dl ¥Y3IA-01 Ol
6£°8 £y 9672 18 8¢°8 0%°8 0s'8 SY'8 15°8 1 14 (1N32¥3d)
Q7314 QNOE 31V¥04¥0D YVV "6
60°9 6179 LT 1079 ae9 Ye°9 92°9 06°S 8279 74 (IN32¥3d)
3IVY 1719 AYNSVIYL HINOW-& °8
s'e Ay L2 S'E S'g £ £t 2% £°e 8¢ (31V¥ TVNNNY)
(N-1d2) X3ANI 331dd YIWNSNOD "L
9"l e’ 1 syl e'l ve'l 9% 1 8E"1 &l os°| 62 (SNOITTIW “3LYY TIVNNNY)
S1Y¥V1S DNISNOH 31VAI¥d M3N 9
9°921 13 74 0°8l1 eTsel  sT¥el 6°%2lL 6722 612l vrodl L2 (001=/861)
NOILINQO¥d TVIYLSNANI °§
9°S ¥°s L°9 S°s v°s Y°s ¥°s 6's 9°s 62 (1N32¥3d)
3LVY INIWAQTIWINN °¥
£°0SE 9°97¢ ‘YN £gE 0T 072¥e ST9YE TTeRE TYN 02 (sNoIT718 %)
SIXVL ¥ALJV SL140¥d ILVH04¥0D ¢
2 ggl 2 6l 17921 9°lgl  9°0El 9762l 2°821L 67221 07221 82 (001=861)
Y¥O1V13430 301¥d 1IDITdWI 409 "2
L766%2 £°82LL  679%L9  YTL¥el 07692 2°9LLL 0°%80L 0°6869 L°1689 82 (sNOIT1g $)
: (d09) 1In00¥d 211S3IN0Q SSOAD “|
9661 5661 Y661 10 o £0 2o 10 o S¥31SYD
1S¥Y23¥0d  1SY33¥03d YNLDV Y661 -3¥404 40
9661 5661 WNLaY YIBWNN
S1sv23y404

SNO11J103¥d ¥31SVI3Y04 40 SNVIQIW
96-5661 ‘SYCLVIIANI IIWONOIIOUIVA HOTVW

3INO 378Vl



"G66L ¥ILYVND LSHIJ "SHILSYIIYOS TYNOISSII0¥d 40 AJAUNS 'VIHAIIAVIIHd 40 JNVE 3IAYISIY VU033 ‘ININL¥VHIA HOHVISIY

€70l -

0°0g

y°sl9

6'6e¢

[ [ X4

97084

LT2Lle

£°S9Y9S

9661
1SY23404

8°sllL-

9°0Y

9°109

270eg

67922

L9%L

9°989¢

9°61sS

G661

eyLL-

925

27685

P AVATY

97082

Y°2L9

§°8.5¢

£7eves

Y661

1SY23¥04  WNLDY

L7201- 6760lL- L°Gll- 0°6LL- 0°22L- L°%2L- 8e (s¥v110Q /861 40 SNOIT119)
§130dX3 L3N
9°0¢ FAKAT Yo le VALY S°gS 0789 82 (S3¥¥1100 2861 40 SNOITTI8)
SITYOLNIANT SS3NISNG NI 3IDNVHD
6°0l9 0°209 L°809 B'665 8B°96S B'L6S 82 (s3v170Q 2861 40 SNOITTIE)
$3SYHJUNd 1AOD V207 GNV 3LViS
G728 9°82¢ v¥T0ge 8°0LE  9°0eL 2°6EE 82 (S¥¥1100 2861 10 SNOITTIR)
SISVHIAING LNIWNYINQD TVY3IQ34
g2 1°S22 97922 1'B2 17622 /L7822 82 (Syv¥1100 861 40 SNOINTIA)
INIWIS3ANT Q3X1d IVILINIQISTY
L°89L 97¢9L I°¥8l 0°1Y¥. 6792L 2°80L 62 (S¥¥170Q 2961 40 SNOITT149)
INJWLSIANT Q3XIJd TVILNIQISIAUNON
£°290E TT6LLE §T669F STIL9E 6°1S9E  LTG29E 62 (S¥¥1100 2861 40 SNOINTIE)
SIYNLIANIAXI NOIL4WASNOD TVIOL
976655 172955 9°£€SS 2°€0SS L°Z9YS 8792%S 62 (s¥v11700 £86L 40 SKOITTIL)
d@9 1v3d
10 %0 £0 20 10 Y0 SY3ALSYD
Y661 -3¥04 40
9661 S661 IVNLIY YIGHNN
$1SVJ3¥04

SNOT1J31Q3¥d ¥3L1SVYIIU04 40 SNVIA3IW

96-5661 ‘SYOIVIIANI ITWONODIONIVW HOrVW

Q3NNILNOD 3NO 378VL

£324N0S

A’

"9l

-1

"yl

gl

4}

1’



*666L ¥ILAVND LSUI3 'SYILSVIIN0S TVYNOISSII0¥d 40 AIAYNS ‘VIHAT1IAYTIHd 40 JINVE ANISIY 1v43G33 ‘INIWLNVAID HOUV3SIY

9661
ol
5661

-

8°L

G661
]}
Y661

"S3LVY TVNNRY LV S3ONVHI 39VINII¥3d ¥V SYIHIO 1TV
"SINIOd 39VINIO¥Id NI “S3LVY 3SIHL NI SIINVHD 3¥Y G13ITA ONDB AANSYIAL AVIA-0L ONV
Q7314 ONOE 3LVHOd¥0D YWYV ‘ILV¥ 1118 ANNSVIUL ‘XIAGNI 32184 ¥IWNSNOD NI IINVHOI INII¥3I4 “ILVY LNIWACTWINN ¥O4 S3WNIT4 3LON

02" - oL°- oe°- oL° - k4
40°- 207 - oL°- s0” (A €<
\e- (4 60" 9¢" 29" 82
b 1 0" - 6° 82
1°e- g ¢- (A £°€l- 178~ 62
£°e 0°2 £°f be 0°S L2
L’ 0" 0- o= Lo~ 62
L2 b e 1°G- 6°8 L9 02
£ (US 8°¢ s'e 672 a2
vy £°s €S §°§ 8§ 82
96 1b S6 Yo S6 €0 96 ¢o 56 1D S¥31SVD
ol oL ol oL oL ~-q404 4o
S6 o S6 €0 S6 20 56 10 %6 %0 43AWNN

S31VY TVANNY LV S3ONVHD 3DVIN3IO¥3d

96-6661 'SYOLYIIANI JIWONOIIOUIVH dOMYW

oMl 378Vl

(IN3D¥Ad)

0713IA ANOH A¥NSV3YL ¥V3A-0l

(1N3D¥3L)

07314 ONOH 31VYOdH0Dd VvV

(1N3J¥3d)

31VY 1718 ANNSYIYL HINOW-§

(LYY TYNNNY)

(N-1d2) X3ANI 321dd AIWNSNOD

(SNOITTIW “31V¥ TYNNNY)
S1AVLS ONISNOH ILVAIYd M3IN

(o0l=/861)

NOI1JNQ0Yd VIYLSNANI

(SLEMLEED)
31VY LINIHAOTdWINN

(sNo11118 $)

SAXV1 ¥313V S1140¥d I1VH0dN0D

(001=£861)

¥0LY1430 ID1¥d LIIITdWI 4Q9

(sNOIT118 $)

(409) 10N00¥d J11S3WOT SSOUD

$30¥N0sS

"0l

*6



*G66L YILAIVAD LSYI4 'SYILSYIFA04 TWNOISSIA0¥d 40 AIAYNS ‘VIHAIIQYVTIHd 30 NNVE IAYISIY 1v¥3034 ' INIWLYVAIQ HOUVISIY

9°Ll

9°0L-

9661
ol
G661

Y661

°S¥V1100 2861 40 SNOITTIE NI S3ONVHD ¥V S1¥0AX3 L3N ONV SITYOLNIANI SSINISNG ¥04 S3uNOi4

"S3LVY TVANNY L1V S3DNVHI 39VIN3IY3Id v SY3IH10 1V

22 2°s 6°¢ 0°g 12 8¢
L e- 8" Y- 0°8- L°8- STyL- 82
9°e e 9°2 L2 L2 8¢
y°1- L e- S - [ L1 82
6°2- L2 §'2- 6°L- 8" 8¢
L2 8"y 972 0°8 0°Ll 62
5°2 12 e 872 0°¢ 62
L2 172 [ L2 0'¢ 62
96 LD 56 %o S6 €0 66 20 G LD S¥3I1SVI
ol (J} (U} (U} ol -3¥04 40
56 Y0 56 ¢o S6 20 6 10 %6 %0 YIGWNN

SALYY TYNANNY LV SIONYHD 3JOVINIDY3d
96-6661 ‘S¥OLVIIANI JIWONOJIIOYIVW HOrVMW

Q3NNTLNOD oML 318VL

(s¥v170Q /861 40 SNOITIE)
S130dX3 13N

(s¥v1100 /861 40 SNOITT18)
SIIYOLNIANI SSINISNG NI 3IONVHI

(s3v110Q /861 40 SNOITI®)
S3SVHIUNd 1A0CD TVI07 GNV 31VIS

(S3v170Q /861 40 SNOI11Ig)
SISVHIUNA INIWNY3A0D Tvy3Q34

(S3v1100 2861 40 SNOINTIA)
INFWHISIANT G3XI4 TVILN3GIS3Y

(s¥v110Q /861 40 sNOITT1E)
INIWISIANT @3X1d TVILINIQISIUNON

(s¥v7110a /86l 30 SNOITT18)
STUNLIANIdXI NOILJWASNOD V104

(s3v110a 2861 40 SNOINTIE)
d@9 w3y

£32¥N0S

S310N

"9l

1

i

gl

4’

s



*6661 ¥ALYVND LSHUT4 'SYILSVIIU04 TYNOISSIS0Ud 40 AIAYNS 'VINAIIAYVIIHd 40 ¥NvE 3ANISIY TvdIda4 ‘INIWLYV4IA HOWVASIH  :32UNOS

"2 SI ONILY0d3IY SY3ILSVIIN0J 40 YIBWON V101 310N

2 ! L L z ALI18VEOYd NVIW
9! 2l ol 4 0 ALI18VE0Y¥d NVIG3W
4 r4 4 4 2 ONIL¥0d3¥ 10N
0 0 0 0 0 ¥IA0 QN L6
0 0 0 0 0 06 01 \8
0 0 0 0 0 08 OL 4
0 0 0 0 0 0L 0L {9
0 0 0 0 0 09 0L 1§
l 0 0 0 0 05 OL 1%
y Y 4 0 0 0% OL L
4 z z l 0 0g£ OL 12
g g 9 £ | 0Z 0L 1}
. Zl £l Ll £2 92 $S37 ¥0 0L

SYILSVIFY04 40 Y3BWNN

9% Lo 66 %o 56 €0 56 &0 G \D (00L NI S3IINVHI)
ol 0l 0l ol ol ALl1718vVE0¥d
56 Y0 56 0 56 20 §6 L0 % %0 Q31YWI1S83

d09 v3Y¥ NI 3NINJ3Q 40 ALITI18VEO¥d QILVWILSI

J3¥HL 378Vl



*G661 ¥ILUVND 1SHUI4 ‘SYILSVIIHO4 TYNOISSIJ0dd 40 AIANNS ‘VIHAT1IAYTIHd JO XNVE JAYISIY TVY3IA34 ‘INIWLNVAIQ HIYVISIH  ©3JdN0S

“l2 S1 DNILYO4IY SYILSVIIYWO4 JO ¥3IHWNN TY10L :31ON

2L 1 3NIT330 T7IM
2l a8° 6°0 0L 0"
29701 G2 gl 6°L o1L0%1
2971¢ 2L°9s 6°¢ 0l 0°¢
VA 27 68°2¢ 6°¢ 0l 0°¢
£876 SL°y 6°% 01 0%
ey 8L°¢ 6°5 01 0°§
2972 18" 6°9 01 0°9
%0°* %0° 67,0102
00° 00° JYOW ¥O 0°8
96-5661 96~ %661

*¥01VT1430 301dd 11317dW1 d@9 NI S3IDNVHI 1N3IQY3d
3791SS0d 01 G3HIVLLY ALIT19VE0Y¥d NVIW

9s” 00° 0°2- NvHl ss31
17 00° 1°l- 0l 0°2-
65"y 09° 1°0- 01 0" |-
0.8 10°2 6°0 01 0°0
22 0¢ 6%°L 6°L 01 0°L
LLoyy 28°.L% 6°2 0l 0°¢
L8791 00°0% 6°¢ 01 0°%
oLy 2L%6 6% 01 0°%
89°¢ 9L°¢ 6°5 01 0°S

. 6L° oe- FYOH ™0 0°9
96-5661 S6-%661

:d@9 Tv3Y NI SIONYHI LNINN3d
3791SS0d 01 Q3HIVILY ALIT19vEOYd NV3IW

96-5661 QNV S6-%661
S3J1Ud OGNV 40O NI S3ONYHD 4O AL1T18V80¥d NV3W

dnod 318V1



*G66L YILYVND LSAI4 "SHILSVYIINO0J TYNOISSIO¥d 40 AJAUNS VIHAIIGYTIHd 40 MINVE 3AYISIY Tv¥3a34 'INIWLUVAIQ HOYVISIY :3IDUNOS

£ ONISSINW k4 ONISSINW 6 ONISSIH
9¢ N T4 N 02 N
Y8L" “A3Q "ais 9£9° “A3Q "dis 8y°1L “A30 “als
2le’s NVIW 94072 NVaW 2Lyt NV3IW
00S°9 WNWIXVH 00s°8 WNHIXVW 000°L1 WNWTXYW
000°9 JI1LYVND ¥3ddn 0sg°L 37119VYND ¥3ddn 005°6 371LY¥VND Y¥3ddn
0SL°S NVIQ3H 000°L NVIQ3W T NVIQ3W
Si87Y J7113VND ¥3M0T 08L°9 J1119VND ¥3IM0T 000°8 JIILYVYND Y3IM0T
00S° ¢ WNHINIW 000°9 HWNWINIW 000°Y HNWINIW

JI1SILVIS JILSILVILS JILSILVIS

(HLNOH-£) SN¥NL3Y 1718 :S31¥3s (¥v3A-01) SNYNLIY aRO8 :S3II1¥3S (005 d¥S) SNY¥NLIY NJOLS :S3II1¥3S

€ ONISSINW 1 ONISSIH 3 ONISSIH
92 N 8¢ N 8¢ N
208" ‘A3d "ais 50e° “A3Q "als (AN “A3Q “Qls
%091 NVaH 50L°¢ NVIN 98¢ NV3W
00S°g WNWIXVH 002°¢ WNWIXVW 005"y HOWI XYW
059°L JTILAVAD ¥3ddN 008°e 3711¥VND ¥3ddn 005" ¢ F11LYVYND ¥3ddn
00S°1 NVIQ3W 00L°2 NVIQ3W 00&°& NVIQ3W
sle’l JT1L¥VND ¥3IM0 005°2 ERRUR.\ [a I Elyu) 000°¢ F1LYVND ¥3M0T
000°1L WNWINIW 00g£"2 WAWINIW 005°2 WNWINIW

J1ISILVLS - JLLSILVIS JILSILVS
H1MO¥9 ALIAILONGO¥d *S3I¥3S J1vY HIMO¥D 40D V3Y :S3I¥3s 31vY NOILVIINI IdD :S3I¥3s

S1SVI3¥04 (¥Y3A OL) Wy3L-DNOT

JAI4 378V



