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Growth IsToo Tentativeto I nspire Confidence

New Orders for Nondefense Capital Goods
Excluding Aircraft
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« Upwardrevision still leavesfourth-quarter growth weak.

Redl grossdomestic product (GDP) grew at a1.4 percent annua
rateinthefourth quarter of last year, according to the Department
of Commerce'slatest estimate. Although higher thanlast month's
“advance’ estimate of 0.7 percent, that growth istoo slow to
bring down unemployment. Moreover, find saes whichisabetter
measureof underlying demand, wasrevised downto 1.2 percent
at anannual rate.

Factory ordersnotched up. Manufacturersreported that new
ordersfor durable goods rose by 3.3 percent in January. The
three-month average of new ordersfor nondefense capita goods
excluding aircraft—an important indicator of future business
investment in equipment—rose by 0.6 percent in January, matching
December’srise. However, both unfilled ordersandinventories
of durable goods declined, reflecting the persistence of
congderableexcessfactory capacity and somereluctanceamong
manufacturersto buildinventories ahead of demand. Moreover,
the February Institute for Supply Management survey suggests
that growth infactory ordersmay bedowing.

Growth of personal income remained stable in January.
Personal income grew by 0.3 percent for the sixth monthina
row. However, growth of wageand salary disbursements, which
hasbeen dowing for sometime, wasamere0.1 percent in January.
Consumer spending has kept the economy afloat, but survey
measures of consumer confidence plunged in February, withjob
worriesanimportant reason why. Unfortunately, market analysts
expect that Friday’sjobs report will show little changeinthe
employment Situation.

Oil pricesand thestock market arefurther impedimentsto
recovery. Sincethesart of theyear, crudeoil priceshaverisen
by morethan $6 per barrdl and stock market prices, asmeasured
by the Standard and Poor’ s 500 index, havefallen by morethan
4 percent. Many analysts attribute those devel opmentsto the
looming possibility of war with Irag. Whatever thereason, those
developmentsstand intheway of astrong recovery.



WEeEKLY Economic DiGesT MaRcH 4, 2003
Economy At A Glance 2003 2003 2002 2002 | 2002 2002 2002 2002 | 055 50y
Economic Activity
Real GDP (% growth) 1.4 4.0 1.3 5.0 2.4 0.3
Industrial Production (% growth) 8.7 -4.7 2.4 -2.9 3.4 4.4 1.4 1.5 -5.7
Capacity Utilization (Level, %) 757 752 756| 754 762 757 75.1| 756 773
Civilian Unemployment Rate (Level, %)* 5.7 6.0 59 59 58 5.8 5.6 58 4.7
Housing Starts (Thousands) 1850 1847 1761 1756 1697 1667 1725 1711 1603
gzzrgﬁﬂ;’sab'e Personal income 24 37 37| 27 31 39 145 45 1.8
Retail Sales (% growth) -10.3 26.8 7.4 1.5 6.5 4.1 -3.7 34 3.9
Personal Saving Rate (Level, %) 4.3 3.9 4.4 4.2 3.8 4.0 35 3.9 2.3
Inflation & Productivity
CPIU Inflation, All tems (% growth) 3.7 1.2 1.2 2.0 2.2 3.5 1.3 1.6 2.8
Core CPI-U Inflation (% growth) 1.2 2.4 1.2 1.8 2.2 2.1 2.2 2.3 2.7
Compensation per Hour (% growth) 2.8 2.4 4.5 3.6 3.3 4.1
Output per Hour (% growth)* -0.2 55 1.7 8.6 4.7 1.1
Financial Markets
T-Bill Rate, 3-month (Level, %) 1.2 1.2 1.2 1.2 1.3 1.6 1.7 1.7 1.6 3.4
T-Note Rate, 10-years (Level, %) 3.9 4.1 4.0 4.1 4.0 4.3 51 51 4.6 5.0
Federal Funds Rate (Level, %) 1.3 1.2 1.2 1.3 14 1.7 1.8 1.7 1.7 3.9
Dow Jones Industrial Avg (Index level) 7916 8475 8527 8626 8400 8488 9913 10105 9226 10189

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; Bureau of the Census, U.S. Department of Commerce; Bureau of Labor Statistics,
U.S. Department of Labor; Board of Governors of the Federal Reserve System; Wall Street Journal; and, Haver Analytics.

Notes:  Except where otherwise noted, values in the table represent percentage growth measured at seasonally adjusted annual rates. Growth
in retail sales includes food services. Core CPI-U inflation is the percentage change in the CPI-U excluding food and energy as reported by
the Bureau of Labor Statistics. Compensation is the Employment Cost Index for workers in private industry. Productivity is output per hour
for private nonagricultural establishments. The 3-month Treasury bill rate is the secondary market rate.

* Subject to revision this week.

Upcoming Economic Releases:

) Productivity and Costs: Fourth Quarter (Revised) [Release: Thursday, March 6]

) Manufacturers Shipments, | nventories, and Order s, January [Rel ease: Thursday, March 6]

U TheEmployment Situation, February [Release: Friday, March 7]

U Consumer Credit, January [Release: Friday, March 7]
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