Economic Research Division

The economic recovery is taking hold, but it will
be characterized by continued moderate growth.
Thatis the opinion of the 41 economists responding
to the latest Livingston Survey.

Theforecasters seereal gross domestic product
(GDP) growing at about a 3 percent annual rate
overthe next 12months, a slightimprovementfrom
the 2.6 percent growth predicted for 1992. (The
economists expect real GDP growth in 1992's
fourth quarter to run at about a 2.2 percent annual
rate.) Looking further ahead, the forecasters predict
real GDP growth of 3.1 percent in 1994, According
to the survey respondents, then, we are unlikely to
see the 6 percent rate of growth that has been the
average for postwar recoveries.

With the continuation of a moderate recovery,
the economists anticipate a slowly declining
unemploymentrate. By June 1893, the economists
expect that the civilian unemployment rate will
have fallen to about 7.1 percent of the labor force.
Further gains are anticipated in the second half of
1993, with the unemployment rate predicted to
stand at 6.8 percent by year-end.

The modest growth in output and employment
is good news for inflation. The survey respondents
expect consumer prices torise at a 3.4 annual rate
over the next 12 months, edging up slightly to 3.6
percentin 1994. Producer prices are expected to
rise even more slowly than consumer prices in
1993 and 1994.

In some encouraging news for manufacturing
workers, the economists estimate that pay
increases will run slightly ahead of inflation in 1893
and 1994, Average weekly earnings in
manufacturing are forecasted to increase 3.6
percent over the next 12 months and 3.8 percentin
1994,

Consumer spending has been leading the
recovery, and the forecasters anticipate continued
gains onthis front. Retail sales are expectedtorise
at about a 5.8 percent annual rate through 1993.
The housing sector is predicted to put in a strong

performance; total private housing starts should
run at a pace of 1.335 million units in 1993. In
addition, auto sales are expected to make up lost
ground, rising to 9.1 million units by December
1993, resulting in annual average sales of 8.9
million units (see Chart).

Stable interest rates, rising corporate profits,
and higher stock prices are factors expected to
contribute to a favorable business-investment

cimate. Growthin business spending on new plant
and equipment is predicted to run at slightly over 6
percentforthe next 12 months. Investmentgrowth
then ticks up in 1994 to 6.5 percent.

When asked about fong-term expectations, the
survey respondents envisioned real GDP growth
averaging about 2.7 percent over the next 10
years. Over the same time span, the average rate
of inflation is expected to be 3.85 percent per year.
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Started in 1946 by the late columnist Joseph A. Livingston,The Livingston Survey is the oldest continuous
survey of economists’ expectations. It summarizes the forecasts of economists from industry, government,
banking, and academia. I is now published by the Federal Reserve Bank of Philadelphia in June and

December. Historical data from past surveys are available. For further information, contact
Economic Research Department, Federal Reserve Bank of Philadelphia.
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THE LIVINGSTON SURVEY, DECEMBER 1992

INDICATOR
Dec. June Dec. Full Yr. Full Yr. Full Yr.
1992 1993 1993 1992 1993 1994
Gross Domestic Product
(billions)! $6056.12 6222.19 6401.19 5948.3 6271.0 6654.7
Real Gross Domestic
Product (bil. '87)" $4966.7¢ 5037.09 5112.09 4921.4 5057.0 5212.5
Real Nonresidential Fixed
Investment (bil. '87)' $522 .42 537.79 554.99 5125 541.6 576.6
Corporate Profits after
taxes (billions)' $238.6° 254.3¢ 268.19 229.8 257.6 280.7
Industrial Production
(1987=100) 109.9° 112.0 114.2 108.6 112.3 116.2
Total Private Housing
Starts (millions) 1.261° 1.334 1.364 1.215 1.335 1.394
Producer Prices -
Finished Goods 124 .4° 125.9 127.8 123.3 126.3 129.9
Consumer Prices 142.4° 144.7 147.2 140.9 1454 150.6
Unemployment Rate (%) 7.3° 71 6.8 74 7.0 6.5
Average Weekly Earnings
in Manufacturing $477.6° 4856 494.7 469.3 486.4 504.9
Retail Trade (billions) $165.2° 169.7 174.7 161.1 170.7 180.2
Automobile Sales, including
foreign (millions)' 8.4° 8.9 9.1 84 89 9.3
Prime Interest Rate (%) 6.00° 6.14* 6.54"* 7.29*
30-Yr. U.S. Treasury Bond (%)  7.54° 7.60* 7.72* 7.94*
90-Day U.S. Treasury Bill (%) 3.23¢ 3.62" 3.82" 457"
Stock Prices (S&P 500) 431.0¢ 445,5* 452.1* 471.9*

- Seasonally adjusted annual rate
- 4th quarter, 1992

- December 1992

- November 20, 1992

- Forecast for quarter

- End of month or year
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DECEMBER 1992 LIVINGSTON SURVEY PARTICIPANTS

Ms. Tucker H. Adams, The Adams Group, Inc.; Mr. Kermit Baker, Cahners Pubiishing Co., Inc.; Mr. David Berson & Mr. Leonard Miils {Joint Forecast), Federal National Mortgage Association;
Mr. Paul W. Boliz, T. Rowe Price Assoclates; Mr. Willlam A. Brown, Morgan Guaranty Trust Co.; Dr. James L. Butklewicz, Unversity of Delaware: Dr. Wynn V. Bussmann, Chrysler Corp.;
Mr. Edward J. Campbell, Brown Brothers Harriman & Co.; Mr. Gary L. Ciminero, Fleet Financial Group.; Mr. Phil Cummins, Pennzoil Co.; Mr. Frederick T. Dixon, Economic Insights; Mr,
Joseph W. Duncan, Dun & Bradstreet Corp.; Dr. G. C. Eads, General Motors Corp.; Ms. Gall Fosler, Conference Board; Mr. Robert Giordano, Goldman, Sachs, & Co.; Dr. Lacy H. Hunt,
Hongkong Bank; Professor Saul H. Hymans, University of Michigan; Dr. IrwinL. Keliner, Chemical Banking Corp.; Mr.John G. Lonski, Moody’s Investors Service, Inc.; Dr. Kenneth T. Mayland,
Soclety National Bank; Dr. Ralph M. Monaco, U.S. Department of Agriculture; Mr. Richard S, Peterson, Continental Bank; Professor Wallace C. Peterson, University of Nebraska-Lincoln;
Dr. Joel Popkin, Joel Popkin & Co.; Mr. Ronald Promboin, Amoco Corp.; Professor Donald Ratajczak, Georgla State University; Mr, Charles B. Reeder, Charles Reeder Assoclates; Mr Richard
D. Rippe, Prudential Securities; Mr. Stephen S. Roach, Morgan Stanley & Co., Inc.; Mr. Norman Robertson, Mellon Bank N.A.; Mr. John Silvia, Kemper Financial Services Inc.; Mr. John
W. Skorburg, Chicagoland Chamber of Commerce; Mr. Herman Starobin, International Ladles' Garment Workers' Union; Mr. Richard A. Stuckey, E.l. duPont de Nemours & Co., Inc.; Mr.
Thomas W. Synnott i1, United States Trust Co. of New York; Mr. John Tuccillo, National Assoclation of Realtors; Mr. Theodore H. Tung, National City Bank; Mr. Robert Villanueva, National
Association of Home Builders; Mr. Joseph V. Vincenzino, Metropolitan Life insurance Co.; Dr. Seymour L. Wolfbein, T.W.O.; Mr. David A. Wyss, Data Resources, Inc.



