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about half of the steep decline that occurred between last September and
February. Vehicle production should contribute almost 1-1/2 percentage
points to real GNP growth in the current quarter, about the same as in the
second quarter. Qutside of motor vehicles--and the supplier industries--
manufacturing activity has been mixed in recent months; however, even that
situation is a significant improvement from what we saw through the winter.
Lean inventories and lengthening delivery times probably have spurred orders
and output in some materials-producing and other industries.

A distinct increase in residential construction activity is also
providing impetus to the recovery. The strengthening in homebuilding has
occurred entirely in the single-family sector, where the improvement in
starts through June should translate into a sizable increase in real
construction spending this quarter. A jump in sales of existing and new
homes in June wasg consistent with readings on affordability and buying
sentiment, and the recent easing of mortgage rates increases the probability
of further expansion in single-family building.

CURRENT-QUARTER PROJECTIONS
{Percent change from preceding period; annual rate)

1991
QL 92 03
----- actual-=-=-

Real GNP -2.8 .4 2.9
{(previous) -2.8 .2 4.8
Real PCE . -1.5 3.6 2.1

{previous) ~1.5 3.3 2.2

Real disposable personal income -1.5 1.2 1.0
{previous) -1.5 2.2 1.3

Industrial production -9.7 _ 1.7 6.1

(previous) -9.6 .0 7.2
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purchases, and little net lift to demand from the foreign sector, final
sales rise only gradually in comparison with prior upswings.

PROJECTIONS OF REAL GNP AND FINAL SALES
{Percent change; annual rate}

1991 1992
Q2 @3 R4 @1 Q2 H2
Real GNP .4 2.9 3.6 3.9 3.1 2.7
Final sales ex. CCC -.6 2.6 1.6 2.1 2.3 2.7

The forecast continues to show a slowing in wage and price inflation
over the projection period. The unemployment rate is expected to remain
near its current level cf 6-3/4 percent through the end of this year and to
edge down only to 6-1/2 percent by the end of 1992. Given this slack in
labor markets and the ample availability of indust;ial capacity, inflatien
as measured by the CPI excluding food and energy is projected to move down
to around 4 percent over the second half of this year, compared with the
5 percent pace seen in the first half. In 1992, consumer prices decelerate
further, to about 3-1/2 percent in the second half.

STAFF INFLATION PROJECTIONS
(Percent change; annual rate)

1991 1992
Q1 Q2 Q3 Q4 1 H2
Consumer price index 3.6 2.1 3.3 4.1 3.8 3.5
CPI ex. food and energy 6.8 3.5 4.2 3.9 4.0 3.5
ECI hourly compensation 4.6 4.9 4.4 4.3 4.2 4.0
Civilian unemployment 6.5 6.8 6.8 6.8 €.5% 6.4*

rate (percent)

*Final quarter of period.
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STAYT GNP PROJECTIONS
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CONFIDENTIAL - FR GROSS NATIONAL PRODUCT AND RELATED ITEMS
CLASS II FoMC {Sazsonally adjusted; annual ratae}
Projection
Units 1985 19886 1987 1988 198% 1990 1891 1892 1983

i
i
i
I
!
i
1
|

EXPENDITURES

o mm———— - f

Mominal GNP [Blllions of § 4014.9 4231.6 4515.6 4873.7 5200.B 5465.1 5662.9 €029.2 €379.%

Raal) @ 7 I18i1lione of B2$| 3618.7 3717.9% 3IB45.3 4016.9% 4£117.7 4157.3 4151.4 4280.9 4403.0

1 i : . _
Renl GHP {Parcent change*| a.¢ 1.9 5.0 a.s 1.8 -5 1.0 3.1 2.9
Gross domestic purchases ] | 4.3 2.1 4.2 2.6 1.1 =-.5 1.1 3.3 2.%
. H 1
Final sales H 1 4.6 2.7 3.1 4,5 1.7 1.6 -3 2.% 2.5
Private dom. final purchases 1 ] 4.6 2.9 2.5 4.0 1.2 -.1 .5 3.6 3.4
§ f

Personal consumption expend. i i 4.6 3.8 2.3 4.1 1.2 .1 1.6 2.9 2.6
Durables | ! 7.0 11.5 =-1.2 2.3 ~1.4 -1.8 1.3 s 2.8
Mondurables | ! 3.3 2.9 1.3 2.4 . -2.4 7 2.1 2.0
Bervices [ 1 5.0 2.1 4.1 3.7 2.4 2.5 2,3 3.0 2.9

. t {

Business fixsd investmant i i 3.7 -5.5 6.1 5.3 4.5 2.2 =5.1 $.0 6.3
Producers’ durable equipsent | ] 4.6 -4 8.2 8.2 5.¢ 4.6 =3.4 2.1 8.1
Nonresidential structures I I 1.9 =17.7 -8B -2.7 1.7 -5.4 -11.3 =5.7 ~1.%6

Rasidential structures { { 5.8 11.6 -2.2 -1 -7.1 -10.2 W1 7.8 7.%

I i
Exports 1 | -2.4 10.6 19.8 14.0 10.1 5.8 4.5 6.2 €.8
Imports I ! 4.5 10.0 10.4 5.5 4.5 ~.5 4.8 7.3 6.2
1 |

Government purchases { | 8.6 3.1 2.0 1.1 .3 3.8 -.6 -1.1 .9

Faderal 1 { 13.3 5 1.5 «1.6 ~2.8 5.2 -.9 ~4.8 ~2.2
Dafense ] 1 7.1 6.0 £.0 «1.8 -2.1 4.9 -3.7 -8.1 ~-4.5
Stzte and local 1 | 4.9 5.2 2.3 3.1 2.% 2.7 -.3 1.6 3.0

1 |

Change in business invantories {Billions of B2§] 9.1 5.6 22.8 23.6 23.8 -3.6 -13.1 3z.0 34.9
Nonfarm I1Billicna of B25{ 13.4 8.0 8.9 26.5 18.7 ~5.1 -11.4 31.% 33,2

Net axports [Billions of 825! ~104.3 -129.7 -118.5 -715.% -54.1 -33.8 -8.7 -17.0 -21.1

I 1
Nominal GNP {Parcaent change*| 6.6 4.6 8.2 7.8 5.6 £.5 4.7 6.4 5.7

| 1
EMPLOYMENT AMD PRODUCTION |
------- memLe i ————————— 1

Nonfarm payroll amployment INillions 97.5 $5.5 102.2 105.5 108.3 110.0 109.0 110.5% 112.2

Unemployment rate |Fercent 7.2 1.0 6.2 5.5 5.3 5.5 6.7 6.5 6.2
I

Industrial production index |Fercent change* 1.9 l.4 6.5 4.5 1.1 .3 .6 4.9 3.3

Capacity utilization rate-mfg. |Percent 18.5 19.0 81.4 §3.9 82.9 82.3 78.3 79.8 80.3

Housing starts IMillions 1.74 1.81 1.62 1.4% 1.38 1.19 1.0l 1.15 1.25
Auto sales ({Millions il.03 11.44 10.23 10.4%5 9.89 9.53 B.€3 9.20 .44
Domast ic IMillions 8.22 8.22 7.0 7.55 7.06 6.92 6.29 €.68 .86
Foreign IMillions 2.82 3.22 3.186 3.10 2.83 2.61 2.35 2.53 2.57

i
INCOME AND SAVING i

Nominal personxl lncome IPercent change*i 6.6 5.8 8.1 7.6 6.8 5.6 4.0 6.9 6.3

Real disposable income [percent changet*| 2.7 3.3 2.7 4.3 1.7 -4 1.0 2.0 3.0

Parsonal saving rate {Percent | 4“4 4.1 2.9 4.2 4.6 4.6 3.8 3.9 .4
i 1

Corp. profits with IVA & CCAd) |Percent changet| 9.2 -5.6 17.4 8.2 -~16.8 -.7 8.1 9.3 3.

Profit share of GNP jPercent i 7.0 6.7 6.8 £.9 6.0 5.5 5.3 5.6 5.5

: - ]
Federal govt. surplus/deficit tBillions of §
State and local govi. surplus

i

[

t i
Exc, social insurance funds i 1 13.8 5.6 -8.3 -16.4 -19.% =34.0 -29,2 -4.2 2.7

i 1

PRICES AND COSTS ] H

| Seeeo———mssssse— § £
GNP implicit deflator |Farcent change* | 2.9 2.6 3.0 €.1 3.7 4.9 3.6 3.2 2.7
GNP fixed-waight price index 1 1 3.3 2.6 3.8 4.6 4.0 4.8 3.7 3.6 3.2
Cons. & fixed invest. prices i 1 3.4 2.5 4.5 4.3 4.3 5,3 3.2 3.4 a0
CPI . 1 ! 3.5 1.3 4.5 4.3 4.6 6.3 3.2 3.7 3.3
Exc, food and energy | ! 4.3 3.9 4.3 4.5 4.3 5.3 4.5 a.s8 3.3

i t
ECI hourly compensation | 1 3.9 3.2 3.3 4.8 4.8 1.6 £.5 4.1 3.8

. i !

Nonfarm business sector t t
Output per hour t t 1.6 1.3 2.3 1.8 -1.4 =-.1 1.8 1.6 1.
Compansation per hour t 1 i.6 4.9 3.8 4.2 2.5 4.6 4.5 4.3 .8
Unit labor coats 1 | 3.0 3.6 1.5 2.3 4.0 4.7 2.7 2.7 Z.6

* Parcant changea are from fourth quarter to fourth guarter.
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Aagust 14, 1991
LOMFTDENTIAL - FR GROSS WATIORAL PRCODUCT AND RELATED ITEMS
CLASS II FOMC (Seasonally adiusted; annual rate)
1909 1890 1991
Onits Q2 Q3 Q4 Q2 @3 Q4 Q1 [++3

EXPENDITORES

Bominal NP
Raal Gwp

Raal G¥p
Gross domestic purchases

Final sales
Private dom. final purchases

Perscoal consumption expend.
Durables
Mondurables
Services

Business fized ilnvestment
froducers’ durable equipmant
Monresidential structures

Residential structures

Exports
Imports

Government purchasss
Faderal
Dafense
State and local

Changa in business inventories
Honfarm
Bet axports

Nominal GNP

EMPLOYMENT AND PRODUCTION

Nonfarm payroll smploymant
Unexployment rate

Industrial production index
Capacity utilization rste-mfg.

Housing starts

Auto sales
Domastic
Foreign

Mominal personal inéone
Real disposable income
Parsonal saving rats

Corp. profita with IVA & CCAdj
Profit share of GNP

Fedaral govt. surplus/deficit
State and local govit. surplus
Exc. soclal insurance funds

PRICES ARD COSYS
GNP lmplicit deflator
GNP fixed-waight price index
Cons. & fixed invest. prices
crl ’
Exc. food and energy

ECI hourly compensatlon**

Nonfarm business sector
Output per hour
Compansation per hour
Unit labor costs -

{Billions of §
|Billions of B2%
!

tParcent Chsnge

———— e e =i e o e e ek e

IBillions of B2§|
iBillions of 82§1
|Billiona of 825{
I
1Percent change
|
|

I
{Millions
iPercent*
I
|Percent change
|Percent*

|
IMilllons
(Millions
{Miiliens
IMillions
i
1
|
{Percent change

.|Percant change

|

]

I

|

H

1

1

I

|

1

I

1

!

i

1

t

|

!

1

I

|Percent* !
1 1
[Percant changs |
|Perceant* o
I i
1Billions of § |
I I
|

i

f

1

|

1

!

i

1

)

|

H

|

i

[

t

¥

Percent change

o e T A e e G

5174.0 5238.46
4112.2 4129.7

1.6
1.8

e
H
-

)
N
H R
W

b

1

(i)

- N®
. .
WY

1.36
10.26
7.26
3.00

1.7
2.8

1.8
4.1

1.35
10.20
T.36
2,84

3209.3 5375.4
4133.2 4150.6

-3
-1.2

.9
-1.5

-.8
-13.0
-2
3.1

-3
=5

1
-5

"W

18.9%

-47.%

5443.3 5514.6
4155.1 41i70.0

-4 1.4
1.3 1.6
-.7 1.9

=1.2 2.3
-2 2.7
~9.5 2.6
-1.9 2.3
5.1 3.0
-4.7 8.9
=-3.3 10.2
-9.0 5.1
=-11.2 ~19.8
=5.0¢ €.

LT 7.
6.2 1,2

16.4 .1
3.3 2.7
-.6 2,0
9.5 4.7

11.%6 §.7

-44.% ~46.5
5.1 5.3
110.2 110.2
5.3 5.6
4.2 3.9

1.20 1.13
9.53 9.68
6.78 7.21
2.75 z.47

5.3 5.0
.3 -7
5.0 4.2
13.9 -1.5
5.6 5.,

-30.4 ~30.5
4.7 3.7
3.9 4.2
2.6 5.4
3.8 7.0
4.9 6.1
5. 4.3
1.2 .€
5.9 5.0
4.7 4.4

5827.3
4153.4

-1.6
=5.1

1.4
-3.8

=3.4
=12.3
-6.5
1.8

6.3
=-18.2
~20.6

11.0
-11.8

-26.4
-28.5
-8.8

5557.7 5620.5
£124.1 £28.4

-2.8 -4
-4.3 2.3
-2.9 1
=5.1 2.7
-1.5 3.6
-11.7 5.2
~1.8 1.0
2.1 4.8
=16.3 -2.3
-18.4 -1.6
-9.0 -4.5
-25.3 37
.3 3.7
-8.8 21.2
-1.3 2.1
-5 5.0
2.7 -9.2
-1.9 -0
-25.0 -21.2
-28.1 ~16.3
7.1 ~-i8,.6
2,2 4.6
109.2 10a.8
€.5 6.8
-$.7 1.7
8.0 1.8
.92 1.00
8.25 $.46
6.00 €.10
2.25 2,36
1.5 ar
~1.% 1.2
4.2 3.7
-3.7 10.8
5.3 5.2

-41.0 -32.1
5.2 3.9
5.2 3.0
3.1 2,6
2.6 Z.1
6.8 3.5
4.6 4.9

-0 1.9
4.2 4.5
4.2 2.6

* Not at an annual raéte.
*+ private induatry workeras
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August 14, 1991
GROSS HATIORAL PRUDUCT AND RELATED ITEMS
(Sessonally adjusted; annual rate)

i | Projection
i i - -————
! § 1991 1992 1993
I i -
] Units | Q3 Q4 o1 Q2 Q3 o4 Q1 a2 Q3 ot
| I :
1 1
EXPENDITORES 1 1
——————— - 1 !
Wominal GNP IBillions of § | S6BB.2 5785.1 S5895.4 5989.7 &£074.9 6156.7 6253.3 6337.4 6423.2 £505.8
Real NP IBillions of 82%5] 4158.3 4194.9 4235.1 4267.1 4296.6 4324.9 4357.4¢ 4367.2 4418.8 {L448.5
| . 1
eal GWF {Percant Change 1} 2.9 3.6 3.9 2.4 Z2.8 2.7 3.0 2.8 2.9 2.7
‘Gross domastic purchases t ] 2.2 3.5 4.0 3.4 2.9 2.8 3.0 2.8 2.9 2.8
’ I i
Final salas H { 2.1 1.6 Z.1 2.3 2.8 2.7 2.9 2.9 3.0 2.7
Private dom, final purchases | | 2.2 2.3 3.2 3.5 3.8 3.7 3.5 3.4 - | 3.2
1 I
Parsonal consumption expend, H 1 2.1 2.1 2.8 3.0 2.9 2.8 2.7 2.6 2.8 2.5
Durables 1 ! 6.8 6.1 4.2 4.1 3.5 3.5 z.9 2.9 2.9 2.4
Nondurables ] I 2.4 1.1 2.1 2.2 2.2 2.1 2.1 2.0 2.0 1.9
Barvices H { -6 1.6 2.9 3a 3.1 3.0 3.0 2.9 2.9 2.9
. i 1
Ksiness fixad investmant i I =2.2 1.3 4.1 5.2 7.2 7.6 6.5 6.2 6.3 6.3
Producers’ durable squipmant | i 2.4 5.9 7.9 a.5 10.0 0.0 8.5 B.O 8.0 8.0
sNonresidential structures | I -17.2 -14.0 -g.4 =7.1 -3.8 -2.2 ~1.9 1.7 -1.5 -1,3
Rasidential structures | 1 1.8 2.1 €.9 7.9 £.8 7.8 8.6 8.3 1.6 5.6
1 1
Exports H ! 6.5 7.0 6.5 6.0 5.8 6.3 5.7 6.4 5.8 6.2
Impozts I ] 2.4 6.8 7.5 7.8 6.6 7.3 5.5 6.8 5.7 6.8
1 1
Governmant purchases i i -1.5 ~3.5 =-1.5 =-1.2 ~-1,0 -7 .2 .9 1.2 1.3
Federal | I -3.3 -4.7 -5.0 ~4.9 -4.7 -4.6 -2.8 -1.8 -2.1 -2.1
Defense ] I .0 -1.7 -B.2 -8.2 -7.8 -7.% -5.3 -4.1 -4.3 ~4.3
State and jocal H H -.1 -9 1.1 1.5 1.7 2.0 2.3 2.8 3.4 3.6
| i
Change in business inventories IBillions of 825| -13.2 7.1 25.¢ 33.7 3.4 34.3 35.7 34.9 3.3 3.2
Wonfarm iBililons of B825f -10.0 8.9 25.7 33.8 .0 33.9 34.0 33.3 32.7 2.7
Net axports |Billions of B2§| -11.7 ~=11.6 -13.3 ~-1l6é.5 ~-18,1 =-20.0 =-20,0 -21.0 -21.0 -22.4
! 1
Nominal GNP [Percaent change 1} 4.9 7.0 7.9 6.6 5.8 5.5 6.4 5.5 5.5 5.2
I |
ENPLOYMENT AND PRODDCTION ! ]
——— I - i
Ronfarm payroll saployment iMillions | 108.% 109,2 109.8 11i0.3 110.7 11l1.1 11i.6 112.1 112.5 113.0
Unemployment rate 1Parcent* 1 6.8 6.8 6.6 6.5 €.5 6.4 £.3 6.2 6.1 6,0
: i 1
Industrial production index [Percent change | 6.1 5.0 6.1 5.3 4.2 4.9 3.4 3.3 3.3 3.3
Capacity utilizatjion rate-mfg. |[Percent®* ] 78.4 18.8 79.4 79.8 8¢.0 80.1 80.2 80.2 80.3 0.4
i 1
Rousing startcs IMillions i 1.05 1.08 1.11 1.14 1.16 1,2¢ 1.22 1.25 1.2 1,30
Auto sales IMilliona H 2.91 B8.93 9.10 9.17 9.24 9.30 9.36 9.42 9.48 9. .48
Domaatic iMillions i 6.54 6.50 €. 60 €.65 €.70 6.75 €.80 €.85 .90 6. 90
Foreign iMillions | 2.36 2.43 2.50 2.52 2.54 2.55 2.56 2.57 2.58 2.58
i |
INCOME AND SAVING | |
————————————— | |
Fominal parsonal income {Percant change | 3.7 7.4 8.5 6.5 6.0 6.6 7.9 5.9 5.6 5.9
Razxl disposable incoma {Pesrcent change | 1.0 3.1 4.1 2.4 .4 3.1 5.7 2.1 1.9 2.3
Parsonal saving rate {Parcent* { 3.5 3.7 4.0 3.9 3.8 3.9 4.6 4.5 4.3 4.3
1 i
Corp. profits with IVA & CCAdJ {Percent change | 11.5 1¢.7 1.1 10.4 1.5 5.1 5.5 1.1 3.0 6.3
Profit share of GNP {Percant * | 5.3 5.4 5.6 5.6 5.5 5.5 5.5 5.5 5.4 5,5
i 1
Fedaral gowt. surplus/deficit IBillions of § § -172.3 ~-203.,2 -202.8 ~189.7 -178.8 -181.6 ~204.7 ~195.4 ~-183.0 ~-182.8
Btate and local govt. surplus | ] 49.4 53.0 63.0 €9.6 T15.4 77.% 80.7 81.1 82.3 83,7
Exc. #ocial insurance funds | | =~23.1 =20.4 -11.3 -5.6 -.7 .9 2.8 2.3 2.6 3.1
1 1
PRICES AND COSTS f i
------------- - i - l
GNP implicit deflatoer {Percent change | 2.0 3.3 3.8 3.¢ 2.9 2.8 a.3 2.7 2.5 2.5
GNP fixed-weight price index f | 2.5 3.9 £.3 3.5 3.3 3.2 . 3.1 2.9 2.9
Cons. & fixed invest. prices [ § 2.8 4.1 3.7 3.4 3.3 3.2 3.1 3.0 2.9 2.9
I | I 3.3 4.1 4.1 3.6 3.6 a.s 3.4 3.3 3.2 3.1
Exc. food and snergy 1 i 4.2 3.9 4.2 3.8 3.6 .5 3.4 3.3 3.2 3.1
{ i
ECI hourly compensation** ] I 4.4 4.3 4.2 . £.1 4.0 4.0 3.9 3.8 3.7 )
f !
Monfarm business pector 1 f
Output per hour 1 | 3.4 1.8 1.8 1.7 1.5 1.4 1.3 1.3 1.3 1.2
Compensation per hour i | 4.7 4.6 4.8 4.3 4.2 4.1 é.4 3.9 3.7 3.7
Unit labor costs | 1 1.2 2.8 2.9 2.6 2.7 2.7 3.1 2.6 2.4 2.4
1 i '

* Not at an anhual rate.
*t private industry workers
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CONFIDEN! L CLASSE II Angust 14, 1991

FEDRRAL SECTOR ACCOUWTS!
{Billions of dollars)

Fiscal yeacs
1991 1992 31993
19%0a 1991 1992 1993 Ia Ila Iz Iv I Iz rrx Iv I I III v
BUDGET : ) Wot seasonslly adjusted
Budget receipts? 1031 1060 1147 1219 233 307 270 257 256 140 20¢ 27 269 364 k110 ] 289
Budget outlays? 1252 1330 1490 1309 299 333 363 g3 368 an 366 393 378 a2 k11 . 385
Surplus/deficit (=) 2 =220 =270 = =343 =290 ~66 -25 =93 -126 =112 -25 -80 «115% ~107 -9 ~60 -96
(On-budget } -277 =328 ~405 ~3158 -80 =50 =101 =137 =124 =57 ~88 -127 =118 -44 ~70 =123
(off~-budget) 87 58 63 11 is 24 $ 11 12 32 8 12 11 s 10 27
Sarplus excluding
deposit insurance? ~162 ~202 =227 ~223 ~63 -11 ~55 -96 -82 5 -35 =92 -89 5 ~47 -89
Means of financing:
Borrowing 263 29¢ a2 289 .11 43 L] 91 112 51 i 107 L3 30 57 1
Cash decrease 1 =10 10 ¢ 0 =12 -6 38 -3 «20 -5 10 ¢ =15 -5 10
Othert -84 =17 1 2 9 -6 i -2 2 -8 . 8 -2 2 -6 s -2
Cash oparating balance,
end of period 40 50 10 . 40 32 44 50 12 15 as 40 30 20 as 40 30
WIPA FEDERAL BECTOR Bsasonally adjusted annuzal rates
Receipts 1092 1143 1227 1304 113% 1147 1184 1189 1220 1242 1289 1279 1293 1312 1332 1354
Rxpenditures 1249 1308 1421 1495 1261 1321 1337 1392 1423 1431 1438 1460 1497 1507 1514 1536
Purchases 413 444 444 443 444 447 447 444 1 444 441 38 445 448 443 444
Defanse 307 327 le 304 331 325 326 320 s 314 309 304 306 304 302 299
Nondafense 107 117 128 139 113 121 121 123 128 130 - 132 134 1319 143 143 145
Other expend, 938 864 917 1052 816 875 850 949 816 987 $97 1022 1052 1062 1070 1092
surplus/deficit ~158 =164 =194 =191 -127 -174 «172 =203 -203 «190 «179 =183 -208 -195 -183 =183
¥18CAL INDICATORES X
High-employment (HEB)
surplus/deficit (-) =150 =101 ~12% ~137 -63 ~99 -97 <130 -136 =126 117 -122 ~249 ~243 ~134 136
Change in HEE, pesrcent
of potential GNP 0 -.9 .9 .2 1.5 N 0 N .1 -.2 =-.1 .1 .4 -.1 =-.1 0
Fiscal impetus measure '
{Fl), percent 3.3 % =3,13 % 5.3 » 3.5 * =3.8 -.6 2 =1l.3 ~2.7 -1.2 ~-1.1 -.9 =1.5 -4 -4 -. 4
a=-actual *--galendar year

Hote: Details may not add to totals doe to rounding.

1, Staff projections. OMB's July deficit estimatas are $282 billion in FY1991 and $348 billion in FI1992. CBO'p March deficit sstimates
are $309 billion in FY1991 and $294 billion in FYL992.

2. Budget receipts, outlaya, and surplus/dsficit include sccial security (OASDI) receiptes, outlays and surplus, respectively. The OASDI surplus
is axcluded from the "on=budget™ deficit and shown separately as "off-budget”, as classified under currant law., The Fostal Service deficit is
included in off-budget outlays beginning in FY1$90. )

3. OMR's July deficit estimates, sxcluding deposit insurance spending, are $199 billion in FY1991 and 8230 billion in FY1992. CBO's March
deficit estimates, excluding deposit insurance spending, are $205 billion in FY1991 and $196 billion in FYL992,

4. Other meana of financing are checks issued leas checks d, accrued items; and changes in othar financial asassts and liabilities,

5, HEB is the NIPA measure in current dollars with cyclically-sensitive receipts and cutlays adjusted to a 6 psrcent unemploymant rate and 2.3%

potential output growth in the forecast period. Quarterly figures for change in REB and FI are not at annual rates. Change in HEB, as & percant
of nominal potential GNP, is reversed in sign. ¥I is the weighted differsnce of discretiocnary federal spending and tax changes {in 1982 dollars},

scaled by real faderal purchases. Yor change in HEB and FI, (-} indicates restraint.

1Z-1
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Conf. ial FR Class II
Augus. 4, 1991

FLOW OF FUNDS PROJECTION HIGHLIGHTS)
(Pillions of dollars, seasonally adjusted annual rates)

Calendar year 1990 - ~1991 == 1992
1989 1990 991 1992 Q3 Q4 Q1 Q2 Q3 Q4 Hl H2
Net funds raised by domestic ‘ -
1 nonfinancial sectors 554.0 578.2 596.5 784.9 6581.7 421.6 457.7 499.8 766.0 662.4 773.3 79€.§
2 Net equity issuance ‘ ~124.2 =~63.0 -4.0 ~15.0 ~74.0 -61.0 -17.0 11,90 5.0 -15.0 =~15.0 ~15.¢0
3 Net debt issuance . 678.2 641.2 -600.5 799.9 655.7 482.6 474.7 488.8 761.0 677.4 788.3 8ll.6
Borrowing sectors ’
Nonfinancial business
4 Financing gap 33.9 37.1 -1.8 41.90 50.9 33,1 -17.% = =-3.8 1.1 13,1 33.9 48.1
5 Net equity issuance ~-124.2 ~63.0 ~4.0 =~15.0 -74.0 ~61.0 =17.0 11.0 5.0 =-15.,0 =-15.0 =15.0
6 Credit market borrowing 211.9 99.8 69.8 152.8 11%.4 -8.3 70.3 2.3 91.4 115.1 147.8 157.7
Households ' i
7 Net borrowing, of which: 285.0 254.3 224.4 278.6 221.7 159.4 192.6 218.5 240.€8 245.5 267.6 289.6
L Home mortgagea 221.6 214.1 211.1 240.0 183.7 150.9 189.3 209.9 220.0 225.0 230.0 250.0
9 Consumer credit 33.1 14.3 =-9.7 20.8 21.3 2.5 «23.6 =19.6 =0.3 4.8 19.8 21.9
10 Debt/DPI (percent)? 89.8 93.1 96.9 96.9 95.9 96.1 96.9 97.3 97.9 . 97.6 96.6 97.0
State and local governments
11 Neat borrowing ' 29.6 14.6 19.2 20.1 28.5 3.1 7.1 26,2 24.3 18.9 20.2 20.0
12 Current surplust: . -25.7 +~30.9 =~-21.2 8.3 ~35.7 =36.8 =37.9  -=23.0 -1l4.6 ~%.2 3.7 13.0
U.S.government
13 Net borrowing from public 151.6 272.5 287.2 348.5 286.1 328.4 204.7 241.8 404.2 297.9 352.7 344.3
14 . Net borrowing from publicd 151.6 272.5 287.2 348.5 68.4 98.7 55.8 43,0 91.8 90.6 164.0 184.5
15 Unified budget deficit$ 155.0 236.1 309.7 331.9 57.9 86.2 65.6 25,7 92.6 125.8 137.2 194.7
Funds suppliaed by '
16 depository institutions 92.8 ~22.1 ~-5%.1 ~-19.0 ~60.6 -92.8 =-10.0 =-108.,9 <«67.2 -50.3 -~28.4 -9.6
Memoranda: As percent of GNP;
17 Dom. nonginancial debt$ 181.7 186.3 191.7 191.7 189.3 191.1 1%2.¢ 192.,2 193.2 192.9 191.1 192.3
18" Dom. nonfinancial borrowing 13.0 11.7 10.86 13.3 11.9 8.7 8.5 8.7 13.4 11.7 13.3 13.3
19 U.S. government® . 5.0 5.1 5.8 5.2 5.9 3.7 4.3 7.1 5.2 5.9 5.6
20 Private ' 10.1 6.7 5.5 1.5 6.7 2.8 4.9 4.4 6.3 6.6 7.3 7.6
1. Published data through 1991:1; Proiections for other periods. 4., NIPA surplus, net of retirement funds,
2. For corporations: excess of capital expenditures over 5. Quartarly data at quarterly rates, nsa.
U.S. internal funds. 6. Excludes gov’t~insured mortgage pool securities.

3. Annuals are average debt levels in the {ear {computed as the
average of year-end debt positions) divided by annual GNPE.

2.6.4 FOF
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the growth rate for total export volume over the projection period.
Agricultural exports are expected to strengthen sﬁmewhat in the second half
of this year, largely because of the recent provision of credit guarantees
to the Soviet Union, but to remain sluggish over the rest of the forecast
period.

After increasing rapidly in the secend quarter, the quantity of non-
0il imports is projected to rise at about a 7-1/2 percent annual rate in the
second half of the year and then to expand slightly more rapidly next year.
The U.S. economic recovery and recent declines in the relative price of
imports associated with the rise in the dollar are expected to stimulate
demand for imports. Constant-dollar imports of computers are expected to
grow especially rapidly and will add several percentage points to the growth
rate for total non-oil imports. VAfter increasing rapidly over the past two
quarters, because of stockbuilding behavior, oil imports are prejected to
increase at a more moderate rate on average over the forecast period as oil

consumption rebounds and U.S. production resumes its secular decline.

*
TRADE QUANTITIES :
(Percent change from end of preceding comparable period, annual rate)

--- Projection ---
19290 1991 1992
01 Q2 H2
Nonagricultural exports 8.6 6.6 14.9 8.8 9.1
Agricultural exports -6.1 13.1 -22.2 12.8 -1.4
Non-oil imports 1.4  -10.0 17.5 7.4 8.9
0il imports -12.3 23.4 83.6 0.4 9.1

* GNP basis, 1982 dollars.

Qil Prices. The outlook for oil prices in the near term has been

raised somewhat since the June forecast, reflecting the market’s concern
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over potentially tight supply conditions during the winter. The forecast
now incorporates the assumption that oil import prices will rise to more
than $19 per barrel by the end of this year, before returning to a flar $18-
per-barrel path by the middle of next year (a level consistent with a posted
price of $19.25 per barrel for West Texas Intermediate crude).

Prices of Exports and Non-eoil Imports. The fixed-weight price index

for U.S. nonagricultural exports is projected to increase only slightly in
the near term, reflecting recent and projected moderate increases in
domestic producer prices. Export prices are expected to expand a bir faster
next year. Non-oil import prices are projected to increase moderately in
the current quarter and to rise only somewhat faster during the remainder of
the forecast period; the rise in the dollar through the middle of this year
should continue to depress the growth in import prices, outweighing the

effects of the slight decline in the dollar from recent highs.

SELECTED PRICE INDICATORS
(Percent change from the end of preceding comparable period, annual rate)

--- Projection ---

1990 1991 1992

Q1 Q2 H2
PPI {export-share wts.} 4.8 -1.% -3.8 1.6 2.1
Nonagric exports (Fx-Wt) 4.0 -1.0 -1.8 0.5 1.9
Non-oil imports (Fx-Wt) 2.9 4.0 -2.7 1.5 2.5
0il imports ($/barrel) 20.57 20,33 17.45 18.94 18.22

Nominzl Trade and Current Account Balances. The merchandise trade

deficit is estimated to have narrowed further in the second quarter, to just
over $60 billion (annual rate), as a result of sluggish imports and
expanding exports. Thereafter, the deficit is projected to widen gradually,

returning to a level of close to $70 billion next year. Excluding the
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effects of transfer payments associated with the Gulf War, the current
account deficit this year is projected to be roughly $40 billion, or about
$25 billion less than the trade deficit. 1Im 1992, the projected current
account deficit fluctuates narrowly as a slight widening of the trade
deficit is expected to be partly offset by net improvements in the nontrade
portions of the current account (other than transfers), resulting in a

current account deficit of about $40 billion at the end of the projection

period.
NOMINAL EXTERNAL BAIANCES
{Billions of dollars, SAAR)
------- Projection -------
1990 1991 1992
Q1 Q2 H2
Trade Balance -108.1 -73.5 -61.5 -64.2 -70.3
Current Account excl.
Gulf War Cash Grants -87.8 -49 .9 -37.7 -37.0 -37.2
Gulf War Cash Grants 4.3 90.8 46.4 18.0 0.0
Current Account -92.1 40.9 8.7 -19.0 -37.2

Within the nontrade portions of the current account, net service
receipts are expected te expand steadily over the forecast periocd. Net
investment income receipts are expected to decline from a level in the first
quarter that had been pushed to abnormal heights by a transitory surge in
the earnings of U.S. oil companies abroad. Through the forecast period,
increases in net investment income receipts are projected to make a small
positive contribution to narrowing the .current account deficit, as they did
in 1990.

With respect to transfer payments, total cash grants from foreign

governments to support Operation Desert Storm are expected to amount
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REAL GNP AND CONSUMER PRICES, SELECTED COUNTRIES. 1989-93
(Percent change from fourth quarter to fourth quarter)

Measure and country

1989

1990

Projection

- " —— . — i T S e 7.

1992

1993

Canada

France

Western Germany
Italy

Japan

United Kingdom

Average, weighted by 1987-89 GNP
Average, weighted by share of

U.S. nonagricultural exports

Togal foreign .
-6
Developing countries

CONSUHER PRICES

-

Canada

France

Western Germany
Italy

Japan

thted Kingdom

Average, weighted by 1987-89 GNP

Average, weighted by share of
U.S. non-oil imports
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Strictly Confidential (FR) Class II-FOMC
‘OUTLOOK FOR U.5. CURRENT ACCOUNT AND REAL NET EXPORTS

* T i o T e e ST D T e Y e e e el T ofl S A e L A 6 M S T e A S e e A

ANNUAL 1991 1992
1991~p 1992-P 1993-P 21 Q2 Q3-P Q4P S Q=P Q2-FP . Q3~P
1. GNP Real Net Exports (82%) -8.6 =-16.9 =-21.0 7.1 -18.6 =11.6 -11.5 -13.2 =-16.4 -~18.0
a, Exports of G+ 660.8 702.3 746.5 668.0 653.9 664.9 676.2 687.0 697.1 707.0
Merchandise - 458.3 498.5 536.1 61.4 653.3 465.0 473.5 4864.2 493.9 503.2
Services 202.6 . 203.9 208.5 - 206.7 200.7 200.1 202.7 202.9 203.3 204.0
b, Imports of G+S 669.5 719.2 765.6 641.0 672.6 676.6 637.3 700.3 713.6 725.1
Merchandise . 530.6 580.5 é626.2 501.7 533.2 538.5 549.0 562.2 575.1 586.8
0il i 98.5 1908.3 117.4 87.8 102.2 101.5 102.6 106.8 107.1 109.5 °
Non-o0il : 432.2 672.2 508.8 614.0 631.0 4637.0 446.6 4657.64 6467.9 477.3
Services : 138.9 138.8 139.4 139.2 139.4 138.1 138.8 138.1 13%.6 138.3
Memo: ' ‘
Parcent Chanoes (AR) 1/
Exports G+35 ; 4.5 6.2 6.0 0.5 3.7 6.9 7.0 6.5 6.0 5.8
of which: Morehandisn i 9.2 8.2 7.5 7.2 11.2 10.7 7.6 9.3 4.3 7.7
Imports G+$ 4.8 - 7.3 6.2 -§.8 2.2 2.4 6.8 ‘7.5 7.8 6.6
of which: Hon=oil March, 5.1 8.9 7.4 -10.0 17.5 5.7 9.0 10.0 9.6 8.3
2. U.5. Current Aqfount Balance . 2.9 =37.2 -39.1 0.9 3.7 0.2 -38.1 -34.7 -35.9 ~36.4
a. Marchandise  Trade, unet -65.8 -70.3 -78.0 -73.5 -61.5 -62.2 ~-66.1 -68.0 =-6%9.3 =71.0
Exports 422.0 461 8 495.6 6403.64 613.5 428.6 437.5 447.9 4657.7 G66.5
Agricultural . 40.1 .8 63.2- 39.7 38.6 41.3 40.7 1.4 61.9 41.8
Nonagricul tural 381.9 420.0 452.3 363.7 379.83 387.4 3946.8 G06.% 6G15.8 4264.7
Impo;ts . 487.8 532.1 573.6 476.9 4679.9 4690.8 503.6 515.9 526.9 537.6
Dil 55.1 58.9 63.2 52.6 52.8 56.4 58.4 58.8 58.1 58.7
Non=~oil © 432.7 -.473.2 510.4 626.3%3 427.1 4634.49 4465.2 457.2 6G68.8 478.9
b. Other Current Account 68.7 33.1 38,9 114.3 0.2 62.4 28.0 3:.4 33.4 34.6 50
Investment Income, nat 11.1 3.1 9.6 18.¢6 10.0 8.0 1.9 9.1 8.5 8.4 ]
Direct, net 50.4 43.4 46 .5 60.6 51,7 4.5 9.7 4%.8 43.8 63.3 %3
Portfoliec, net -39.2 =-35.5 =3%.9 ~42.0 -41.7 -36.5 -36.8 -34.7 ~35.3 ~35.0¢ -37
of which: Gov't Payments 37.1 36.5 38.8 38.5 37.3 36.7 35.8 35.7 36.1 36.7 7.
Military Transactions, net -5.6 -2.1 -1.3 ~8.7 -6.8 -“4.8 -2.0 -2.6G -2.8 =~2.0 -1
Other Services, net 39.2 44.8 68, 5 36.7 37.6 0.2 62.2 43.7 64.7 45.2 45
Unilateral Transfers, net 24.9 -17.8 -17. 67.8 29.4 19.0 =20.0 -17.0 -17.0 =~17.0 20

August 16, 1991

Y o o T e T Al 0 e Sk - - - e . A e -

1/ Percent change from previous period; percent changas for annual data are calculated Q4/Q4.
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TREASURY AND AGENCY FINANCING'
{Total for period; billions of dollars)

1991
02 o3 guly®  aug.F Sept .P
Treasury financing
Total surplus/deficit (-} -25.7 -92.6 -43.0 -46.5 -3.1
Means of financing deficit:
Net cash borrowing
from the public 43.1 97.8 34.6 33.0 30.2
Marketable borrowings/
repayments (-) 38.6 100.6 39.6 30.8 30.1
Bills _ -11.7 42.9 16.5 13.4 13.0
Coupons 50.3 57.7 23.2 17.5 17.1
Nonmarketable 4.5 -2.8 -5.0 2.1 .1
Decrease in the cash
balance -11.6 -5.5 7.3 15.1 -27.9
Memo: Cash balance
at end of period 44.2 49.7 36.9 21.8 49.7
s .
Other o -5.8 .3 1.1 -1.6 .8

Federally sponsored credit
agencies, net cash

borrowing -7.1 - - _— _
FHLBs -6.5 _— — - .
FHLMC -2.6 -- -- - --
FNMA 1.7 - - - -
Farm Credit Banks -2 - — —_— _—
SLMA .5 - -- - -

1. Data reported on a not seasonally adjusted, payment basis.

2. Includes proceeds from securities issued by federal agencies under special
financing authorities (primarily FSLIC) and the face value of zero-coupon bonds
issued to REFCORP (the discount from face value is offset in other means of
finance) .

3. Includes checks issued less checks paid, accrued items and other transactions.
4. Excludes mortgage pass-through securities issued by FNMA and FHLMC.
p-—-projected.

e--estimated.

Note: Details may not add to totals due tc rounding.
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