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Economic growth continues, but at a
slower pace

The 55 participants in the Livingston
Survey project continued growth in the
U.S. economy. After growing 3.6
percent in 1997, real GDP will increase
just 2.2 percent in 1998, Accompanying
this slower output growth will be slower
growth of investment by businesses, less
rapid growth of industrial production, a
decline in housing starts, a slight rise in
the unemployment rate, slower growth of
corporate profits, and not much change
in interest rates. The slowing of real
GDP growth will occur gradually: the
economy will grow at an annual rate of
2.9 percent in the fourth quarter of 1997,
2.5 percent in the first half of 1998, and
1.9 percent in the second half of 1998.

Inflation rises a little

With the economy slowing in 1998 from
its torrid pace in 1997, inflation rates are
expected to rise just a little. Consumer
prices are expected to rise 2.5 percent in
1998, after rising just 2.2 percent in
1997. Producer prices will rise more,
climbing 1.6 percent in 1998 after
declining slightly in 1997.

Unemployment rises slowly

The unemployment rate, which hit a 24-
year low of 4.6 percent in November,
isn’t expected to remain there. As the
economy slows, the forecasters see the
unemployment rate rising gradually to
4.8 percent by June 1998 and to 4.9
percent by December 1998. As the
unemployment rate rises, upward
pressure on wages will subside
somewhat. Average weekly earnings in
manufacturing are expected to grow 5.5

percent in the second half of 1997, 3.6
percent in the first half of 1998, and 3.4
percent in the second half of 1998.

The stock market continues to rise;
interest rates change little

Despite the slowing of the economy and
less rapid growth of corporate profits, the
stock market is expected to continue to
rise, with the S&P500 index up 4.7
percent in the first half of 1998 and 2.3
percent in the second half of the year.
While the stock market continues to rise,
the forecasters see little action in the
bond market. The interest rate on 30-
year Treasury bonds is expected to tick
up just a bit from 6.2 percent at the end
of December 1997 to 6.3 percent in June
1998, then stay there through the end of
the year. Short-term interest rates also
hold steady over the period: the 90-day
T-bill interest rate will rise from 5.2
percent at the end of December 1997 to
5.3 percent in June 1998, then stay at
that level through December 1998.

Housing starts decline; auto sales are
flat

With the slowing economy next year, the
outlook for housing starts is weak. The
forecast calls for the annual pace of starts
to average 1,471,000 units in December
1997, dropping to 1,440,000 units in
June 1998, then to 1,406,000 in
December 1998. Over the same period,
auto sales will remain roughly flat,
running at an annual pace of 8.1 to 8.2
million cars.

Forecasters take a glimpse at 1999
In this survey, the forecasters provide a
peek at what the economy may look like

in 1999. They foresee the economy
continuing to grow, but at a slower pace
than in 1998. In 1999, growth will be
slightly slower for real GDP, business
investment, corporate profits, and
industrial production. Housing starts and
auto sales will decline slightly. Both
short-term and long-term interest rates
will decline a bit.

Lower inflation is expected in the long
run

Over the next 10 years, the CPI inflation
rate is expected to average 2.8 percent,
the lowest rate since the survey started
asking for a long-term forecast in 1990.
The forecast had been 2.9 percent in the
June 1997 survey and 3.0 percent in the
December 1996 survey. Also, the
forecasters see real GDP growing 2.5
percent over the next 10 years, a slight
increase over the 2.4 percent growth
forecast in both the June 1997 and
December 1996 surveys.

The Livingston Survey is the oldest
continuous survey of economists’
expectations. The Livingston Survey
was started in 1946 by the late
columnist Joseph A. Livingston. It
summarizes the forecasts of
economists from industry,
government, banking, and academia.
It is now published by the Federal
Reserve Bank of Philadelphia in June
and December. To subscribe to this
publication, call (215) 574-6428.
This publication can be found on the
Internet at ‘http://www.phil frb.org’
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1997 Livingston Survey Participants

Jason Altman, National Association of Realtors; James Barkocy, Brown Brothers Harriman & Co.; Jasan
Benderly, Benderly Economic Associates; Richard Berner, Mellon Bank; David Berson, Federal National
Mortgage Association; Paul W. Boltz, T. Rowe Price Assaciates; William A. Brown, Morgan Guaranty
Trust Company; James L. Butkiewicz, University of Delaware; Robert H. Chandross, Republic National
Bank of New York; Robert A. Chase, Chase Econamics; Gary L. Ciminero, Independent Economic
Advisory; Anthony J. Crescenzi, Miller, Tabak, Hirsch, & Co.; Daryl Delano, Cahners Publishing Co., Inc,;
Frederick T. Dixon, Economic Insights; Doris M. Drury, Regis University; Robert K. Eggert, Eggert
Economic Enterprises; Joe K. Elling, Weyerhaeuser Company; Michael R. Englund, MMS International;
Brian J. Fabbri, Paribas Capital Markets; Gail Fosler, Conference Board; Juan E. Gonzalez, Tennessee
Valley Authority; Stuart Hoffman, PNC Bank; Brian Horrigan, Loomis Sayles & Co.; Saul H. Hymans,
University of Michigan; Cheryl Katz, Merrill Lynch; Howard Keen, Consolidated Rail Corporation; Irwin L.
Kellner, Chemical Banking Corp.; Patrick Kennedy, Bruno Mack & Barclay; Larry J. Kimbell, University of
California, Los Angeles; Nancy Kimelman, Thompson Financial Services; Donald Knop, Transcontinental
Gas Pipeline Corp.; Carol Leisenring, CoreStates Financial Corp.; Richard Lemmon, General Motors
Corporation; John G. Lonski, Moody’s Investors Service, Inc.; Ram Mahidhara, Amoco Corporation;
Kenneth T. Mayland, KeyCorp.; John J. McAulery, Wilkinson Boyd Capital Markets; Frank McCormick,
Bank of America; Ed McKelvey, Goldman, Sachs & Company; Ralph M. Monaco, University of Maryland,
John Mueller, Lehrman Boyd Mueller Cannon Inc.; Herbert E. Neil, Jr., Financial & Economic Strategies
Corp.; Diann Painter, Mobil Corporation; Wallace C. Peterson, University of Nebraska; Elliot Platt,
Donaldson, Lufkin, & Jenrette; Joel Popkin, Joel Popkin & Company; Fredrick J. Rafeld, Ashiand
University; Donald Ratajczak, Georgia State University; Martin Regalia, U.S. Chamber of Commerce;
Richard D. Rippe, Prudential Securities; Sue Rizzo, Maria Fiorini Ramirez, Inc.; Stephen Roach, Morgan
Stanley & Co., Inc.; Donna Scheck, Honeywell, Inc.; David F. Seiders, National Association of Home
Builders; Dan Seto, Nikko Securities Co. International; lan Shepherdson, HSBC Holdings; Arnold
Shindler, Bankers Trust Company; W. Howard Thompson, Crescent Sterling Ltd.; David Torgerson, U.S.
Department of Agriculture; Theodore T. Tung, National City Bank; Thomas Webb, National Automobile
Dealers Association; Robert Welk, Rowtek Economics; Mark Wohar, University of Nebraska-Omahya;
Seymour Wolfbein, T.W.O ; David A. Wyss, Data Resources; Jim Young, BellSouth Corp.
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(mean of forecasted level)

Quarterly Indicators

Real Gross Domestic Product
(Bil., '92 CW SAAR)

Gross Domestic Product (billions,
SAAR)

Real Nonresidential Fixed
Investment (bil., ‘92CW SAAR)

Corporate Profits After Taxes
(billions, SAAR)

Monthly Indicators

Industrial Production

Total Private Housing Starts
(millions, SAAR)

Producer Prices — Finished
Goods

Consumer Prices
Unemployment Rate (%)

Average Weekly Earnings in
Manufacturing
Retail Trade (billions, SAAR)

Automobile Sales, including
foreign (millions, SAAR)

Interest Rates & Stock Prices
(End of Period)
Prime Interest Rate (%)

30-Year U.S. Treasury Bond (%)
90-Day U.S. Treasury Bill (%)
Stock Prices (S&P 500)

Q4 Q2 Q4
1997 1998 1998
7272.8 7361.6 7432.7
8230.1 8408.7 8588.0
890.7 923.0 946.6
4914 498.1 503.5
Dec June Dec
1997 1998 1998
123.4 125.1 126.8
1.471 1.440 1.406
132.5 133.6 134.7
162.2 164.3 166.3
4.7 4.8 49
565.24 575.23 584.87
215.7 220.8 225.1
8.1 8.2 8.1
Dec June
1997 1998
8.5 8.6
6.2 6.3
5.2 53
960.4 982.5

SAAR - Seasonally Adjusted Annual Rate

Annual Averages

1997

7191.3

8078.9

853.0

479.8

1998

7367.6

8450.8

9253

498.9

1999

7527.5

8809.8

9745

514.0

Annual Averages

1997
120.6
1.464

132.0

160.7
49
552.69

212.5
8.2

1998
124.9
1.421

133.5

164 .4
49
575.68

2210
8.2

Dec

1998

8.6
6.3
53

993.8

1999
127.9
1.397

135.8

168.7
5.0
595.71

229.7
8.1

Dec
1999

8.3
6.2
5.1
1027.5
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(growth rates of means)

1997Q2to 1997Q4to  1998Q2 to Annual Averages
Quarterly Indicators 1997Q4 1998Q2 1998Q4 1996 -97 1997-98 1998 — 99
Real Gross Domestic Product (Bil., 3.2 25 1.9 3.8 25 22
'92 CW SAAR) (% Change)
Gross Domestic Product (billions, 4.9 4.4 4.3 58 4.6 4.2
SAAR) (% Change)
Real Nonresidential Fixed 13.3 7.4 5.2 10.5 8.5 5.3
nvestment (bil., ‘92CW SAAR)
(% Change)
Corporate Profits After Taxes 6.9 2.7 22 7.2 4.0 3.0
(billions, SAAR) (% Change)

June’97to Dec’97to June 98 to Annual Averages
Monthly Indicators Dec ‘97 June ‘98 Dec ‘98 1996 — 97 1997-98 1998 -99
Industrial Production (% Change) 6.0 28 27 4.7 3.6 24
Total Private Housing Starts -0.032 -0.031 -0.034 -0.013 -0.042 -0.024
(millions, SAAR) (Change in Level)
Producer Prices — Finished Goods 1.4 1.5 1.7 0.5 1.2 1.7
(% Change)
Consumer Prices (% Change) 2.3 26 25 24 23 26
Unemployment Rate (%) -0.3 0.1 0.1 -0.5 0.0 0.1
(Change in Level) )
Average Weekly Earnings in 55 3.6 34 4.0 4.2 35
Manufacturing (% Change)
Retail Trade (billions, SAAR) 4.6 4.7 4.0 4.5 4.0 3.9
(% Change)
Automobile Sales, including foreign 0.2 0.1 -0.1 -0.3 0.0 -0.1
(millions, SAAR) (Change in Level)
Interest Rates & Stock Prices June 1997 to Dec 1997 to June 1998 to Dec 1998 to
(End of Period) Dec 1997 June 1998 Dec 1998 Dec 1999
Prime Interest Rate (%) 0.0 0.1 0.0 -0.3
(Change in Level)
30-Year U.S. Treasury Bond (%) -0.6 0.1 0.0 -0.1
(Change in Level)
90-Day U.S. Treasury Bill (%) 0.1 0.1 0.0 -0.2
(Change in Level)
Stock Prices (S&P 500) 17.7 4.7 23 34

(% Change)

SAAR - Seasonally Adjusted Annual Rate








