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GDP and the Economy

Advance Estimates for the First Quarter of 2006

CONOMIC growth rebounded in the first quarter
of 2006, and inflation moderated, according to the
“advance” estimates of the national income and prod-
uct accounts (NIPAs) released by the Bureau of Eco-
nomic Analysis.! Real gross domestic product (GDP),
the most comprehensive measure of economic activity,
increased 4.8 percent, the fastest rate of growth since
the third quarter of 2003, after increasing 1.7 percent
in the fourth quarter of 2005 (chart 1 and table 1).2
The pickup in real GDP primarily reflected an accel-
eration in consumer spending, an upturn in Federal
Government spending, and accelerations in business
investment in equipment and software and in exports.
The pickup was restrained by a downturn in inventory
investment and by an acceleration in imports.

e Prices of goods and services purchased by U.S. resi-
dents increased 2.7 percent after increasing 3.7 per-
cent. The deceleration reflected the quarterly
pattern of energy prices.

eReal disposable personal income (DPI) increased
3.2 percent after increasing 6.7 percent. The slow-
down reflected a deceleration in current-dollar DPI,
which partly reflected the higher fourth-quarter
level resulting from the rebound from the hurri-
canes. Current-dollar DPI—personal income less
personal current taxes—increased $119.2 billion
(5.3 percent) after increasing $212.7 billion (9.8
percent); the personal consumption expenditures
(PCE) implicit price deflator, used to deflate DPI,
increased 2.0 percent after increasing 2.9 percent.

e The personal saving rate—personal saving as a per-
centage of current-dollar DPI—was —0.7 percent,
compared with —0.2 percent.

1. Three sequential GDP estimates for each quarter are prepared—ad-
vance, preliminary, and final. Each incorporates more comprehensive and
improved source data. More information on BEA estimates and revisions
can be found at <www.bea.gov/bea/about/infoqualhtm> and at
<www.bea.gov/bea/fag/national/gdp_accuracy.htm>. Quarterly estimates
in the NIPAs are expressed at seasonally adjusted annual rates, which show
the value that would be registered if the rate of activity that is measured for
a quarter were maintained for a full year. The annual rates are determined
simply by multiplying the estimated rate of activity by 4. Quarter-to-quar-
ter dollar changes are differences between these published estimates. Per-
cent changes are calculated from unrounded data and annualized.

2. “Real” estimates are in chained (2000) dollars, and price indexes are
chain-type measures.

Christopher Swann prepared this article.

Chart 1. GDP, Prices, Disposable Personal Income (DPI)

Real GDP: Percent change from the preceding quarter
10

Seasonally adjusted annual rates

8

6

4

2

0

2003 2004 2005 2006
Contributions to the increase in real GDP in 2006:I
Consumer spending
Nonresidential fixed investment
Residential fixed investment
Inventori investment
Exports
Imports

Government spending

-3 -2 -1 0 1 2 3 4

Percentage points at an annual rate
Prices: Percent change from the preceding quarter

Prices of gross domestic purchases
4
3
2
1
0
2003 2004 2005 2006
DPI: Percent change from the preceding quarter
12
10
8
6
4
{111 9 | y
0\\|l‘ \.\\‘\_\.||\ |
—4 L | | ‘ | | ‘ | | | ‘ l | l
2003 2004 2005 2006

U.S. Bureau of Economic Analysis



www.bea.gov/bea/about/infoqual.htm
www.bea.gov/bea/faq/national/gdp_accuracy.htm

GDP and the Economy

May 2006

Real GDP Overview

Table 1. Real Gross Domestic Product and Components

[Seasonally adjusted at annual rates]

Share of
Change from preceding Contribution to percent | current-
period change in real GDP dollar
(percent) (percentage points) GDP
(percent)
2005 2006 2005 2006 | 2006
I 1l % | I 1 v | |
Gross domestic product....| 33| 41| 17| 48 33| 41, 17| 48 100.0
Personal consumption
expenditures.... 34| 41| 09| 55| 2.35| 2.85| 0.62| 3.81 69.8
Durable goods... 79| 93|-16.6| 20.6| 0.64| 0.76 |-1.47| 1.52 8.0
Nondurable goods .| 36| 35| 50| 54| 074|073 1.02| 1.11 20.6
SBIVICES ... 23| 33| 26| 28| 097| 1.36| 1.08| 1.18 41.2
Gross private domestic
investment -3.7| 53| 16.1| 6.5/-0.63| 0.87| 2.54| 1.1 17.4
Fixed investment 95| 80| 39| 99| 151 131 065 1.64 17.2
Nonresidential .| 88| 85| 45| 143] 090| 0.88| 0.48| 1.48 11.0
SHrUCtUES ... 27| 22| 31| 86| 0.07| 0.06| 0.09| 0.24 29
Equipment and software.... | 10.9| 10.6| 5.0 16.4| 0.83| 0.82| 0.39| 1.24 8.1
Residential ...........coconeuneennns 10.8| 7.3| 28| 26| 062| 0.43| 0.17| 0.16 6.2
Change in private inventories.... | ... | veee | worveree | vevven -2.14|-0.43| 1.89|-0.52 0.2
Net exports of goods and
SBIVICES.......ovvereeriecrienneennies | rvreens | eeviieee | coeniins | cerii 1.11|-0.12 |-1.36 | -0.84 -6.2
Exports.. 10.7| 25| 51| 121] 1.07| 0.26| 0.52| 1.21 10.7
Goods 16.0| 32| 8.0| 17.8| 1.08| 0.23| 0.56| 1.23 75
Services ... -04| 1.0| -1.4| -0.5|-0.01| 0.03|-0.05|-0.02 3.1
13.0| 0.04|-0.38 |-1.88 |-2.05 16.8
14.2| 0.15(-0.46 |-1.76 |-1.88 142
6.7|-0.11| 0.09 |-0.12|-0.17 2.6
Government consumption
expenditures and gross
investment... 25| 29| -0.8| 3.9| 047| 0.54|-0.15| 0.74 19.0
Federal....... 24| 74| -26| 10.8| 0.17| 0.52|-0.18| 0.73 741
National 37| 10.0| -89| 10.3| 0.17| 0.46|-0.44| 0.47 47
Nondefense.... -02| 24| 11.7| 11.7|-0.01| 0.06| 0.26| 0.27 24
State and local 26| 02| 02| 00| 0.31] 0.03] 0.03| 0.00 11.9

Norte. Percent changes are from NIPA table 1.1.1, and contributions to percent change are from NIPA
table 1.1.2. Shares are from NIPA table 1.1.10.

Table 2. Real Gross Domestic Product (GDP) by Type of Product

[Seasonally adjusted at annual rates]

Share of
Change from Contribution to percent | current-
preceding period change in real GDP dollar
(percent) (percentage points) GDP
(percent)
2005 2006 2005 2006 | 2006
1] 1] \% | Il ] \% | |
Gross domestic product .................. 33| 41| 17| 48| 33| 41| 17| 48| 1000
Final sales of domestic product... | 5.6| 4.6| -0.2| 54| 545| 458|-0.24| 534| 99.8
Change in private inventories...... | .. [cooees [eeronns [reieenes -2.14|-0.43| 1.89|-0.52 0.2
53| 23| 93| 158| 1.70| 0.73| 2.87| 31.6
36| 11| 31| 088| 209| 0.65| 1.77| 574
33| 26| 15| 085| 0.35| 0.28| 0.17| 11.0
Addenda:
Motor vehicle output............c.ccuv. -0.3| 17.6|-17.2| -7.0|-0.01| 0.56 |-0.64 |-0.23 32
GDP excluding motor vehicle output | 3.4| 37| 24| 52| 3.32| 358| 229| 505| 96.8
Final sales of computers................. 45.4| 20.3| 45.9| 13.0| 0.32| 0.16| 0.33| 0.11 0.9
GDP excluding final sales of
COMPULETS ..o 30| 40| 13| 47| 298| 398| 1.32| 4.7 99.2

Nore. Percent changes are from NIPA table 1.2.1, and contributions to percent change are from NIPA table
1.2.2. Shares are calculated from NIPA table 1.2.5.

Consumer spending increased 5.5 percent after in-
creasing 0.9 percent. It contributed 3.81 percentage
points to real GDP growth, up from 0.62 percentage
point. The surge reflected an upturn in motor vehicles
and parts, particularly in trucks and recreational vehi-
cles and in new cars.

Growth in fixed investment picked up, contributing
1.64 percentage points to real GDP growth, up from
0.65 percentage point. The largest contributors were
information processing equipment and software and
transportation equipment.

Inventory investment turned down, subtracting 0.52
percentage point from real GDP growth after adding
1.89 percentage points; the downturn reflected inven-
tory reductions by retail automobile dealers despite
net additions to inventories by durable-goods manu-
facturers and nonmerchant wholesalers.

Export growth accelerated and contributed 1.21 per-
centage points to real GDP growth, up from 0.52 per-
centage point. Goods exports surged. Nondurable
industrial supplies and materials and “other” exports
turned up. Foods, feeds, and beverages accelerated.

Import growth accelerated, subtracting 2.05 percent-
age points from real GDP growth after subtracting
1.88 percentage points. “Other” imports turned up.
Nonautomotive consumer goods, nonautomotive
capital goods, and nonpetroleum industrial supplies
and materials accelerated.

Federal Government spending contributed 0.73 per-
centage point to real GDP growth after subtracting
0.18 percentage point. Defense spending turned up.

Real final sales of domestic product—real GDP less in-
ventory investment—increased 5.4 percent, in con-
trast to a decrease of 0.2 percent in the fourth quarter.

A 7.0-percent decrease in motor vehicle output sub-
tracted 0.23 percentage point from real GDP growth;
in the fourth quarter, a decrease of 17.2 percent sub-
tracted 0.64 percentage point.

Final sales of computers decelerated, increasing 13.0
percent and contributing 0.11 percentage point to real
GDP growth; it had increased 45.9 percent and con-
tributed 0.33 percentage point to fourth-quarter
growth.
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Table 3. Prices for Gross Domestic Purchases
[Percent change at annual rates; based on seasonally adjusted index numbers (2000=100)]

Change from preceding period
(percent)

Contribution to percent change in
gross domestic purchases prices
(percentage points)

2005 2006

2005 2006

I 1l vV |

Il I \% |

Gross domestic purchases ....

Personal consumption
expenditures (PCE).
Durable goods...
Nondurable goods.
Services

Gross private domestic
investment
Fixed investment

Nonresidential
Structures......
Equipment and

Residential...........ccooeureeneeens

Change in private inventories....

Government consumption
expenditures and gross
investment
Federal......

National defense
Nondefense ...
State and local

Addenda:

Gross domestic purchases:
Food
Energy goods and services
Excluding food and energy.........

Personal consumption
expenditures:
FOOM ..o
Energy goods and services
Excluding food and energy
“Market-based” PCE ...

Excluding food and en

Gross domestic product................

3.3 4.2 3.7 2.7

3.3 37 29 2.0
-0.8
5.7 7.9 0.8 1.1
29 3.1 4.6 3.0

35 1.3 24
286| 50.0/ 103
1.7 14 24
3.4 3.9 26
15 1.1 1.9

26 33 35 3.3

33 4.2 3.7 27

219| 247 190 132
-0.04| -0.24| -0.06| -0.06
109 151 016 021
1141 120 179 117

044 059 083 053
043| 0.63| 086 0.56
019 026, 038] 033
024 039 049 032
-0.05| -0.13| -0.10| 0.00
0.24| 037 047| 023
0.01| -0.04| -0.02| -0.03

066 1.19) 096| 0.89
0.14| 020 0.06| 038
0.06| 0.16| 004 022
008 0.05| 0.02| 017
052 099 090| 050

032 011} 025 0.24
1.15| 2.00| 072 -0.16

181 214 273| 265

Note. Most percent changes are from NIPA table 1.6.7; percent changes for personal consumption
expenditures on food and on energy goods and services and for personal consumption expenditures
excluding food and energy are calculated from index numbers in NIPA table 2.3.4. Contributions to
percent change are from NIPA table 1.6.8

The price index for gross domestic purchases in-
creased 2.7 percent, compared with an increase of 3.7
percent. Energy prices turned down. Food prices in-
creased at the same rate as in the fourth quarter.
About 0.1 percentage point of the increase was ac-
counted for by the pay raise for Federal civilian and
military personnel, which is treated as an increase in
the price of employee services purchased by the Fed-
eral Government.

Consumer price growth decelerated to 2.0 percent
from 2.9 percent, reflecting decelerations in prices
paid for household electricity and natural gas services
and for medical care services.

Prices of private fixed investment increased 3.5 per-
cent after increasing 5.4 percent because of decelera-
tions in prices paid for nonresidential structures and
for residential fixed investment.

Prices paid by government decelerated, increasing 5.0
percent after increasing 5.4 percent. A deceleration in
prices paid by state and local governments was muted
by a sharp acceleration in prices paid by the Federal
Government due mainly to the pay raise.

Prices paid by consumers for energy goods and ser-
vices fell 0.2 percent after rising 10.3 percent.

The GDP price index, which measures the prices paid
for goods and services produced in the United States,
increased 3.3 percent, 0.6 percentage point more than
the price index for gross domestic purchases. The
larger increase reflected an increase in export prices
(included in the GDP price index) and a decrease in
import prices (included in the price index for gross
domestic purchases but not in the GDP price index).

Note on Prices

BEA’s gross domestic purchases price index is the most
comprehensive index of prices paid by U.S. residents for all
goods and services. It is derived from the prices of personal
consumption expenditures (PCE), private investment, and
government consumption and investment.

BEA also produces price indexes for all components of
GDP. The PCE price index is a measure of the total cost of
consumer goods, and services including durable goods,
nondurable goods, and services. PCE prices for food,
energy goods and services, and for all items except food
and energy are also estimated and reported. However,
because prices for food and energy can be volatile, the
price measure that excludes food and energy is often used a
measure of underlying, or “core,” inflation.

BEA also prepares a supplemental PCE price index, the
“market-based” PCE price index, which is based on market
transactions for which there are corresponding price mea-
sures. This index excludes many imputed expenditures,
such as services furnished without charge by financial
intermediaries, that are included in PCE and the PCE price
index. BEA also prepares a market-based measure that
excludes food and energy.

More information on these market-based measures is
available on BEA’s Web site at <www.bea.gov/bea/faq/
national/markbsdPCE.htm>. For a comparison of price
measures, including a comparison of the PCE price index
and the Consumer Price Index, visit <www.bea.gov/bea/
papers.htm>.
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table 4. Personal Income and lts Disposition Personal income, which is measured only in current
Billi dollars; terly estimat Illy adjusted at | rat . o1y . .
[ Illions of aollars; quarterly estimates are seasonally aajustea at annual ra es] dOHaI'S, lncreased $157.8 bllllon aftel' lnCI‘eaSIIlg
Level Change from preceding period $233.3 billion, reflecting a sharp downturn in rental
2006 2005 2006 income of persons, decelerations in personal interest
[ I il IV [ income and nonfarm propietors’ income, and a down-
turn in farm proprietors’ income.
Personal income 10641.5 112.3 64.7 233.3 157.8
Compensation of employees, received .. 7380.9 58.5 117.4 84.1 119.2 . . . .
Wage and salary disbursements 59155  424| 90.0| 678 854 Compensation increased $119.2 billion after increas-
Private industries... 4922.5 36.9 82.3 60.5 747 . 14 : . .
Goods-producing 1156.3 a0l 228l 163 100 ing $'84.1 billion, reflecting z?ccel.eratlons in wages and
Manufacturing.......... 734.6 0.2 9.2 7.9 20 salaries and employer contributions for pensions and
Services-producing !ndustrles .| 3766.2 29.1 59.5 441 64.7 insurance funds (su lements to wages and salaries)
Trade, transportation, and utilities ... 984.1 13.3 1.7 8.4 12.9 PP g .
Other services-producing industries | 2782.2 15.8 477 35.8 51.9 Wages and salaries in both private industries and gov-
Government... . 993.0 55 7.7 7.3 10.7 1 d I h 1 .
Supplements to wag 1465.3 16.1 27.4 16.3 337 ernment accelerated. In government, the acceleration
Pf'o:Pfie‘OfS' income with IVA and CCAdj 9:;? 12? -12 328 125 stemmed from the Federal pay raise. The acceleration
arm......... . =2. =1. 5 . . . . . .
Nonfarm ... 9618 239 o8| 304 151 in employer contributions reflected an increase in
Rental income of persons with CCAdj 701 -136| -1155 914 102 contributions for health insurance.
Personal income receipts on assets . 1535.8 31.9 29.1 44.0 22.9
Personal interest income... 989.6 20.6 15.2 28.9 9.5
Personal dividend income . 5462  11.3| 138 153 133 The downturn in rental income and the deceleration
Personal current transfer receipts . 1584.3 20.8 48.5 -13.4 39.6 . . > .
Less: Cortrbutions for government socil in nonfarm proprietors income reflected a return to
insurance... 907.5 39| 105 82| 239 more normal levels after third-quarter and fourth-
Less: Personal current taxes. 1279.5 34.6 14.4 20.6 38.5 : : :
Equals: Disposable personal income 9361.9 7.7 503 2127| 119.2 quart,e.r hurricanes. The downt.urn mn .farm propri-
Less: Personal outiays...... 94254| 1466 1727|  84.6| 166.9 etors’ income reflected lower prices received by farm-
Equals: Personal saving ... -63.4 -68.9| -122.4 128.1 -47.6 s 1:
Addenda: Special factors in personal income ers, reduced subsidies, and a farm output slowdown.
In government wages and salaries:
Federal pay raise... 13.1 0.4 0.0 0.0 . . . e
Reservispts'ypay ,,,,,,,,,,, 65| -09| -07 01 - Personal interest income increased $9.5 billion, com-
In supplements to wages and salaries: 4 4 1IN 4
Employer contributions for social insurance 8.7 0.0 0.0 0.0 46 pared Wlth, a,n mcrease. of $28'9 bllhon’ reﬂectmg a
In nonfarm proprietors’ income: downturn in interest paid by the Federal Government.
Hurricane-related destruction of uninsured
business property ..........ccccecoereererinneieens -14.0 55 0.0 0.0 -14.0 . .
In rental income of persons: Personal current transfer receipts turned up, increas-
Hurricane-related destruction of uninsured : 14 : LIRS :
FoSdEnTal PIODEIy. v orom e 00 ool <1037 1014 26 ing $3.9.6. billion, reflecting the initiation of Medicare
In personal current transfer receipts: prescription drug benefits that began in January and
Social security retroactive payments........... 0.0 0.0 0.0 2.2 -2.2 the Januar cost-of-living adiustments to Social Secu-
Cost-of-living adjustments under Federal . y g ad)
transfer programs .. 40.1 0.0 0.0 04| 244 rity and to other Federal Government programs.
Medicare part D—prescription 33.1 0.0 0.0 0.0 33.1
Hurricane-related netinsurance settlements
(persoqal property excluding housing) .... 0.0 0.0 455 -41.9 -3.6 Contributions for government Social insurance in_
Increase in taxable wage base.................... 11.7 0.0 0.0 0.0 6.5 1. . . -
In Pontributions for government social creased $23.9 billion after mcreasing $8.2 billion. Em-
Insurance: 3 ] 1 3
Changes i premium for supplementary ployer contributions for. government social insurance
medical insurance.. 9.9 0.0 0.0 0.0 45 do not affect personal income; in the calculation of
In personal current taxes: . . . .
Federal tax law changes 68 0.0 0.0 00l a1 personal income, these contributions are added in
Refunds, settlements, and other 56.2 0.0 0.0 0.0 56 “supplements to wages and salaries” and subtracted in
« o .. »
Nore. Dollar levels are from NIPA tables 2.1 and 2.2B. contributions for government social insurance.

IVA Inventory valuation adjustment
CCAdj Capital consumption adjustment

Saving

Personal saving—disposable personal income less personal
outlays—decreased to —$63.4 billion from —$15.8 billion.
Saving from current income may be near zero or negative
when outlays are financed by borrowing (including bor-
rowing financed through credit cards or home equity
loans), by selling investments or other assets, or by using
saving from previous periods. See the FAQs on “Personal
Saving” on BEAs Web site at <www.bea.gov/bea/faq/
national/faq_personalsaving.pdf>.

Chart 2. Personal Saving Rate

Seasonally adjusted annual rates
4
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Source Data for the Advance Estimates

Table 5. Monthly Advance Estimates of Key NIPA Components Based on Partial Data, 2006:1

[Billions of dollars, seasonally adjusted at annual rates]

2005 2006
Oct. Nov. Dec. Jan. Feb. | March!
Private fixed investment:
Nonresidential structures:
Value of new nonresidential CONStrUCHON PUL IN PIACE ..........cvuurvrrriiriireri i 249.5| 2531 260.1 263.3| 2653 264.3

Equipment and software:

Manufacturers’ shipments of complete @ircraft............oerrereeenneneneeeneenne s

Residential structures:
Value of new residential construction put in place:
Single family ...
Multifamily

Change in private inventories:
Change in inventories for nondurable manufacturing

Change in inventories for merchant wholesale and retail industries other than motor vehicles and equipment ...

Net exports:?

Exports of goods:
U.S. exports of goods, international-transactions-accounts basis
Excluding gold

Imports of goods:
U.S. imports of goods, international-transactions-accounts basis
Excluding gold
Net exports of good
Excluding gold.....

State and local government structures:
Value of new construction put in place....

439.8| 4459| 450.3| 452.6| 4585| 457.8
49.1 49.1 50.3 50.5 50.4 50.3

17.0 -7.6 29.4 26.8 -6.7 5.6
4.0 31.1 63.5 22.0 245 13.1

900.7| 925.7| 949.3| 979.2| 965.5| 966.6
894.6| 9199 9438| 971.6) 958.7| 9587
1776.0| 1757.9| 1791.0| 1861.7| 1806.4| 17917
1770.8| 1752.6| 17852 1855.7| 1801.1| 1786.1
-875.3| -8322| -841.7| -8825| -840.9| -825.1
-876.2| -832.7| -841.4) -884.1| -8424| -827.3
232.7| 2348 2356 23604 2351 235.6

1. Assumption.

2. Nonmonetary gold is included in balance-of-payments exports and imports but is not used directly in the estimation of national income and product account (NIPA) exports and

imports.

Source Data for First-Quarter 2006 Advance Estimates

The advance GDP estimates of many components of GDP
are based on 3 months of data. However, for some compo-
nents, these estimates are based on only 2 months of source
data. For the following items, the number of months for
which source data are available is shown in parentheses.

Personal consumption expenditures: Sales of retail stores
(3), unit auto and truck sales (3), and consumers’ shares of
auto and truck sales (2);

Nonresidential fixed investment: Unit auto and truck sales
(3), construction put in place (2), manufacturers’ ship-
ments of machinery and equipment other than aircraft (3),
shipments of civilian aircraft (2), and exports and imports
of machinery and equipment (2);

Residential investment: Construction put in place (2),
single-family housing starts (3), sales of new homes (2),
and sales of existing houses (3);

Change in private inventories: Trade and nondurable
manufacturing inventories (2), durable manufacturing
inventories (3), and unit auto and truck inventories (3);

Net exports of goods and services: Exports and imports of
goods and services (2);

Government consumption expenditures and gross invest-

ment: Federal outlays (3), state and local construction put
in place (2), and state and local employment (3);

GDP prices: Consumer price indexes (3), producer price
indexes (3), U.S. import and export price indexes (3), and
values and quantities of petroleum imports (2).

Unavailable source data

When source data were unavailable, BEA made various
assumptions, including the following:
e An increase in nondurable-goods manufacturing inven-
tories,
e An increase in nonmotor vehicle merchant wholesale and
retail inventories,
e No change in exports of goods, excluding gold, and a
decrease in imports of goods, excluding gold.

Table 5 shows the assumptions for key series; a more
comprehensive list is available on BEA’s Web site at
<www.bea.gov/bea/dn/home/gdp.htm>. A month after the
“advance” estimates are released, BEA releases “prelimi-
nary” estimates, which are followed the next month by the
“final” estimates. With each release, the estimates incorpo-
rate more timely and more accurate source data.
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