August 2016

GDP and the Economy

Advance Estimates for the Second Quarter of 2016

EAL GROSS domestic product (GDP) increased
1.2 percent at an annual rate in the second quarter
of 2016 after increasing 0.8 percent (revised) in the
first quarter, according to the advance estimates of the
national income and product accounts (NIPAs) (chart

1 and table 1).!

The NIPA estimates for the first quarter of 2016 and
for 2013 through 2015 have been updated. For more
information, see “The 2016 Annual Update of the Na-
tional Income and Product Accounts” in this issue of
the Survey oF CURRENT BUSINESS.

The increase in real GDP in the second quarter re-
flected positive contributions from consumer spending
and exports that were partly offset by negative contri-
butions from private inventory investment, nonresi-
dential fixed investment, residential fixed investment,
and state and local government spending. Imports,
which are a subtraction in the calculation of GDP, de-
creased.’

e Prices of goods and services purchased by U.S. resi-
dents increased 2.0 percent in the second quarter
after increasing 0.2 percent (the same as previously
published) in the first quarter. After three consecutive
quarters of decrease, energy prices turned up in the
second quarter. Food prices decreased more in the
second quarter than in the first quarter. Excluding
food and energy, gross domestic purchases prices
increased 1.9 percent in the second quarter after
increasing 1.4 percent (the same as previously pub-
lished) in the first quarter (table 2).

e Real disposable personal income (DPI) increased 1.2
percent after increasing 2.2 percent (revised). Cur-
rent-dollar DPI increased 3.1 percent after increasing
2.5 percent (revised). The differences in the move-
ments in real DPI and current-dollar DPI reflected a
pickup in the implicit price deflator for consumer
spending, which is used to deflate DPI.

e The personal saving rate, personal saving as a per-
centage of current-dollar DPI, was 5.5 percent in the
second quarter; in the first quarter, the rate was 6.1
percent (revised).

1. “Real” estimates are in chained (2009) dollars, and price indexes are
chain-type measures. Each GDP estimate for a quarter (advance, second,
and third) incorporates increasingly comprehensive and improved source
data; for more information, see “The Revisions to GDP, GDI, and Their
Major Components” in the August 2014 Survey or CURRENT BusiNEss. Quar-
terly estimates are expressed at seasonally adjusted annual rates, which
reflect a rate of activity for a quarter as if it were maintained for a year.

2. In this article, “consumer spending” refers to “personal consumption
expenditures,” “inventory investment” refers to “change in private invento-
ries,” and “government spending” refers to “government consumption
expenditures and gross investment.”

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

Table 1. Real Gross Domestic Product (GDP) and Related Measures
[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real GDP
GDP (percent) (percentage points)
(percent)
2016 2015 2016 2015 2016
I 1l vV | I 1l v | 1
Gross domestic product...... 1000, 2.0/ 09| 08 12| 20 09| 08 1.2
Personal consumption
expenditures.... 68.8| 27| 23| 16| 42| 1.81| 1.53| 1.11| 2.83
Goods ........... 221 42| 21| 12| 68| 092| 047| 025| 145
Durable goods... 75| 62| 40| -06| 84| 045/ 0.30(-0.05| 0.60
Nondurable goods 146| 32| 12| 21| 6.0| 047| 0.17| 0.30| 0.85
SEIVICES ....cvvvvuvivriirsiiiesiians 46.7| 20| 23| 19| 30| 0.89| 1.07| 086 1.38
Gross private domestic
investment... 16.1| 20| -2.3| -3.3| -9.7| 0.35|-0.39 |-0.56 |-1.68
Fixed investmen: 16.2| 57| -02| -09| -3.2| 0.92|-0.03|-0.15|-0.52
Nonresidential 124| 39| -3.3| -34| 22| 0.49|-0.43|-0.44|-0.28
SHUCUTES ... 26| -43|-152| 0.1| -7.9|-0.12|-0.45| 0.00|-0.22
EqQUIPMENt ... 57| 91| -26| -95| -35| 0.53|-0.16|-0.59 |-0.21
Intellectual property products 41| 21| 46| 37| 35| 0.08| 0.18| 0.15| 0.14
Residential ... . 38| 126| 11.5| 7.8| —6.1| 0.43| 0.40| 0.29|-0.24
Change in private inventories....... =01 | s e [ | s -0.57|-0.36 |-0.41|-1.16
Net exports of goods and
services [r2Y (L EOOS OUUS FRU -0.52|-0.45| 0.01| 0.23
Exports.. 120| 28| 27| -0.7| 1.4|-0.36|-0.34|-0.09| 0.16
Goods.... 78| 31| -46| 01| 27|-0.26|-0.38| 0.01| 0.20
Services .... 42| 23| 10| -22| -0.9|-0.10| 0.04|-0.09|-0.04
146 11| 07| -0.6| -0.4|-0.16|-0.11| 0.09| 0.06
119| -0.1| 07| -1.3| -0.9| 0.02|-0.09| 0.16| 0.10
Services ... 27| 69| 07| 25| 1.5|-0.18(-0.02|-0.07|-0.04
Government consumption
expenditures and gross
investment 17.7) 19| 10| 16| -0.9| 0.34| 0.18| 0.28|-0.16
Federal........... 67| 10| 38| -15| -0.2| 0.06| 0.25(-0.10|-0.02
National defense 40| -1.2| 44| -32| -3.0|-0.05| 0.17|-0.13|-0.12
Nondefense.... 28| 42| 28| 09| 39| 0.11| 0.08| 0.03| 0.11
State and local 11.0| 25| -0.6| 35| -1.3| 0.27|-0.07| 0.39(-0.14
Addenda:
Gross domestic income (GDI)2........ 25 15] 0.9 i [ [ [ [
Average of GDP and GDI 22| 12 0.9 oo | v e e | e
26| 12| 12| 24| 2.55| 1.24| 1.24| 2.37
25| -0.8| -1.4| 18| 0.75|-0.24 |-0.42| 0.54
15| 21 11| 22| 092| 1.26| 068 1.36
..... . 39| -19| 74| -81| 0.31|-0.15| 0.57|-0.68
Motor vehicle outpuit ..... 29| 165|-152| 22| 05| 0.46(-0.49| 0.06| 0.01
GDP excluding motor vehicle outpu 97.1| 1.6 14| 08| 12| 1.52| 1.37| 0.77| 1.20
Final sales of computers................. 04| 47| 29| 543| 27.0| 0.02| 0.01| 0.18| 0.11
GDP excluding final sales of
COMPULETS ....ovvovvivrariiisniiiiaiees 99.6| 20| 09| 07| 1.1)1.97| 0.86| 065 1.11
Research and development (R&D).. 26| 33| 47| 06| 37| 0.08| 0.12| 0.01| 0.09
GDP excluding R&D .......ccccovuuvvvnnee 97.4| 20| 08| 08| 12| 1.90| 0.76| 0.82| 1.12

1. The estimates of GDP under the contribution columns are also percent changes.
2. GDI is deflated by the implicit price deflator for GDP.

Norte. Percent changes are from NIPA tables 1.1.1 and 1.2.1, contributions are from NIPA tables 1.1.2 and 1.2.2,

and shares are from NIPA table 1.1.10, or they are calculated from NIPA table 1.2.5.

The pickup in real GDP growth in the second quarter
reflected a pickup in consumer spending, an upturn in
exports, and smaller decreases in nonresidential fixed
investment and in federal government spending.
These changes were partly offset by a larger decrease in
private inventory investment and by downturns in res-
idential fixed investment and in state and local gov-
ernment spending.

The pickup in consumer spending reflected pickups in
spending for both goods and services.

Spending for durable goods turned up, primarily re-
flecting an upturn in motor vehicles and parts.

Spending for nondurable goods picked up, primarily
reflecting pickups in “other” nondurable goods
(largely pharmaceuticals and tobacco) and in food and
beverages purchased for off-premises consumption.

The pickup in spending for services primarily re-
flected upturns in electricity and gas and in financial
services and insurance that were partly offset by a
slowdown in health care and a larger decrease in recre-
ation services.

The smaller decrease in nonresidential fixed invest-
ment primarily reflected a smaller decrease in equip-
ment; the largest contributors were an upturn in
industrial equipment and a smaller decrease in
“other” equipment.

The downturn in residential fixed investment pri-
marily reflected a downturn in “other” structures”
(mainly improvements) and a larger decrease in sin-
gle-family construction.

The larger decrease in inventory investment reflected
a downturn in retail trade (mainly motor vehicles and
parts dealers) and larger decreases in wholesale trade
(mainly from a downturn in nondurable-goods in-
dustries) and in manufacturing (mainly in durable-
goods industries) that were partly offset by upturns in
“other” industries and in mining, utilities, and con-
struction.

The upturn in exports reflected a pickup in goods ex-
ports and a smaller decrease in services exports.

The smaller decrease in federal government spending
primarily reflected a pickup in nondefense spending.

The downturn in state and local government spend-
ing primarily reflected a downturn in structures in-
vestment.
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Prices

Table 2. Prices for Gross Domestic Purchases
[Percent change at annual rates; based on seasonally adjusted index numbers (2009=100)]

Contribution to percent

Change from h
; : change in gross
preieg'rré%reg riod domestic purchases prices
P (percentage points)
2015 2016 2015 2016
T AV T O I T Y (V2 R A Prices paid by U.S. residents, as measured by the gross

domestic purchases price index, increased 2.0 percent

10103 02 20 10 03 02/ 20 in the second quarter after increasing 0.2 percent (re-

Gross domestic purchases’...

Personal consumption expenditures . 11| 04| 03| 19| 0.77| 0.27| 0.19| 1.30 Vised) in the first quarter. The pickup primarily re-
-0.9| 26| -40| 09|-0.20|-0.56|-0.87| 0.19 . . . .
Durabie goods . 26| 18] 09| 231019 |-0.14 0,06 |-0.17 ﬂecteq a pickup 1n'the prices pa.ld for consumer
Nondurable goods. 00| 29| -56| 25 0.00|-0.42|-0.81| 0.35 spending, an upturn in the prices paid by state and lo-
Services ... - 22| 18] 24) 25/ 096 082| 1.06 1.11 cal governments, and a pickup in the prices paid for
Gross private domestic investment 12| 03| 06| 1.8| 0.18| 0.04| 0.09| 0.28 : :
rivate fixed investment.
Fixed investment ....... 13| 04| 06| 20| 020 0.07| 0.10| 0.32 private ed estment
Nonresidential 08| -0.1| 02| 1.1] 0.09/-0.01| 0.03] 0.13 . . . . .
Structures .. 09| 02| -15| 30| 0.02(-0.01-0.04| 0.08 The pickup in the prices paid for consumer spending
Equipment..... 01 01 03 01} 000 000 002 0.00 primarily reflected an upturn in the prices paid for
Intellectual property products . 18| -02| 13| 13| 0.07/-0.01| 0.05| 0.05 nondurable goods. primaril asoline and other en-
Residential 29| 22| 20| 52| 0.10] 0.08| 007| 0.19 goods, p Y 8

Change in private iNVENTONES ........vvveveseer | eevveras | eveevee | crsnees | cevvers -0.02|-0.02 |-0.01|-0.04 ergy goods.

Government consumption expenditures

and gross investment ...................... 05| 01| -0.4| 25| 0.09| 0.01(-0.08| 042 The pickup in the prices paid for private fixed invest-
Federal f 00} -08} 1.5} 1.910.00)-0.05 0.10) 0.12 ment primarily reflected an upturn in the prices paid
National defense -02| -09| 09 1.8/-001/-004] 0.04] 007 . . . .
—— 03l 08| 23| 21| 001|-002| 006! 005 fc?r non}remdentl_al ﬁxec} investment in structures and a
SEREIEE] 08| 06| -16| 28| 008 006/ -0.17| 030 pickup in the prices paid for residential investment.

Addenda: . . .

Gross domestic purchases: The upturn in the prices paid by state and local gov-
Food 17| -04) -15| -1.8) 0.08/-002-0.07/-0.09 ernments reflected an upturn in prices paid for petro-
Energy goods and services . | -5.6/-14.3|-31.0| 15.0(-0.17|-0.43|-0.98| 0.36 leum products
Excluding food and energy...........c.ccoucueunee 12| 08| 14| 19| 1.11] 0.77| 1.25| 1.73 p :

Personal consumption expenditures (PCE):
Food and beverages purchased for off-
premises consUMPLion ............cccccvucuennee 19) =01 =17 =18 | |
Energy goods and services... -5.3|-14.2|-30.6| 15.5]....
Excluding food and energy 14) 12| 21| 17
Gross domestic product (GDP). 13| 08| 05| 22
Exports of goods and services . -40| -565| -6.1| 39
Imports of goods and services.. -45| -76| -6.0| 2.1]..

Consumer prices excluding food and energy, a mea-
sure of the “core” rate of inflation, slowed, increasing
1.7 percent after increasing 2.1 percent.

1. The estimates of gross domestic purchases under the contribution columns are also percent changes.

Note. Most percent changes are from NIPA table 1.6.7; percent changes for PCE for food and energy goods
and services and for PCE excluding food and energy are from NIPA table 2.3.7. Contributions are from NIPA table
1.6.8. GDP, export, and import prices are from NIPA table 1.1.7.

Note on Prices

BEAs 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 expenditures and gross invest-
ment.

BEA also produces price indexes for all the 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, for
energy goods and services, and for all items except food and
energy are also estimated and reported.

Because prices for food and for energy can be volatile, the

price measure that excludes food and energy is often used
as a measure of underlying, or “core,” inflation. The core
PCE price index includes purchased meals and beverages,
such as restaurant meals and pet food. (See the FAQ “What
is the core PCE price index?” on BEA’s Web site.)

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

Table 3. Personal Income and Its Disposition
[Billions of dollars; quarterly estimates are seasonally adjusted at annual rates]

Level Change from preceding period
2016 2015 2016
| I I \% | I
Personal income 15,743.0 | 15,854.4 | 154.2| 134.1| 52.8| 1114
Compensation of employees. 9,895.9| 9,960.5| 1025| 152.4| 34| 647
Wages and salaries... 8,014.4| 8,062.7| 85.1| 130.7| -10.3| 484
Private industries... 6,718.3| 6,7589| 759| 122.0| -17.5| 40.6
Goods-producing industries 1,329.6| 1,335.1 90| 243| -5.0 55
Manufacturing ................ 812.4| 8146 32| 17.7| -115 2.2
Services-producing industries ... 5388.7| 5423.8| 670 97.7| -125| 35.1
Trade, transportation, and utilities ...... | 1,2563.7| 1,260.6| 16.1| 19.1| -10.5 6.9
Other services-producing industries | 4,135.0| 4,163.2| 508| 786| -2.0| 282
Government 1,296.1| 1,303.8 9.2 8.7 7.2 7.8
Supplements to wages and salaries .. 1,881.5| 1,897.8| 17.3| 21.7| 137, 163
Proprietors’ income with IVA and CCAdj 1,4039| 14102 229| 119 3.0 6.3
Farm.......... 32.3 32.7 59| -65| -58 0.4
Nonfarm .... 1,371.6| 1,3775| 17.0| 184 8.8 5.9
Rental income of persons with CCAdj ... 6928 7023| 115 92| 155 9.5
Personal income receipts on assets 22359 2,2448| 10.8| -39.7 0.4 9.0
Personal interest income.... 1,296.1| 1,296.0| 20.3| —43.1 3.1 -0.1
Personal dividend income . 939.8| 9488| -95 35| =27 9.0
Personal current transfer receipts 2,7440| 2,7706| 16.7| 16.0| 358 26.6
Government social benefits to persons... 26914 27176| 159| 157| 35.6 26.2
Social security 886.3| 8941 50| 69| 438 7.9
Medicare 650.0| 659.1 75| 82| 101 9.1
Medicaid 555.6| 566.4| 45| 19| 84| 108
Unemployment insurance... 315 304, 00| -06| 01| -12
Veterans benefits 93.1 95.1 06| 22| 09 2.0
Other 4749| 4725 -16| -3.0| 114 -24
Other current transfer receipts from
DUSINESS, NEL ....oooevreereeeieii e 52.6 53.0, 08| 03] 02 0.4
Less: Contributions for government social
INSUTANCE ..ottt 1229.4| 12341 101| 158 53 47
Less: Personal current taxes. .| 1,933.3] 1,9384| 73| 19.4| -30.6 5.1
Equals: Disposable personal income (DPI ...13,809.813,916.0| 147.0| 1147 83.4| 106.3
Less: Personal outlays ..112,961.9|13,152.9| 122.0| 86.4| 62.3| 191.0
Equals: Personal saving ... . 8478| 7631| 250 283 21.1| -847
Personal saving as a percentage of DPI............... 6.1 [ SUUSTORR RN IFURTOR U
Addenda: The effects of special factors on
changes in DPI
In government social benefits to persons:
ACA premium assistance tax credit.... 33.1 335 -17| -22| 83 0.3
In personal current taxes:
Refunds, settlements, and back taxes .............. 15.1 15.1 0.0 0.0 -19.8 0.0
In personal current transfer payments to
governments:
ACA penalty payment 4.6 4.6 0.0 0.0 4.6

Nore. Dollar levels are from NIPA tables 2.1 and 2.2B.
ACA Affordable Care Act
IVA Inventory valuation adjustment

CCAdj Capital consumption adjustment

Personal income, which is measured in current dol-
lars, picked up in the second quarter, increasing
$111.4 billion after increasing $52.8 billion in the first
quarter. The pickup primarily reflected upturns in
wages and salaries, personal dividend income, and
farm proprietors’ income that were offset by a slow-
down in personal current transfer receipts.

The upturn in wages and salaries primarily reflected
an upturn in private wages and salaries.

Personal current taxes turned up, reflecting an upturn
in federal taxes that was partly offset by a downturn in
state and local taxes.

Disposable personal income, measured as personal in-
come less personal current taxes, picked up in the sec-
ond quarter, increasing $106.3 billion after increasing
$83.4 billion in the first quarter.

Personal saving—disposable personal income less per-
sonal outlays—decreased $84.7 billion in the second
quarter to a level of $763.1 billion after increasing
$21.1 billion in the first quarter (revised).

The personal saving rate was 5.5 percent in the second
quarter; in the first quarter, the rate was 6.1 percent
(revised).

Chart 2. Personal Saving Rate

Percent
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Source Data for the Advance Estimates for the Second Quarter of 2016

Table 4A. Source Data and Key Assumptions for the Advance Estimates of GDP and lts Components
[Billions of dollars, seasonally adjusted at annual rates]

2016
Jan. Feb. | March | April May | June'
Private fixed investment:
Nonresidential structures:
Value of new nonresidential construction put in Place.........cceeueurereinreernreesisnireennnns 399.7| 4024| 4106| 410.1| 4074, 40838
Residential structures:
Value of new residential construction put in place:
Single family 248.1| 2489| 246.8| 2423 239.2| 2423
Multifamily 58.3 58.3 61.5 60.3 61.4 62.2
Change in private inventories:
Change in inventories for nondurable manufacturing ..........cceeererrersnsicieeseseeeens -11.4| -107 29 44 5.2 19.3
1. Assumption.
Table 4B. Census Bureau Advance Economic Indicators Report Data
[Billions of dollars, seasonally adjusted at annual rates]
2016
April | May | June!
Change in private inventories:
METCRANT WHOIBSAIETS.......cooceieiiieci et bbb | seesenines 589.1| 589.3
............ 601.2| 604.2
Net exports of goods:
U.S. exports of goods, Census basis 119.5| 119.1] 120.2
U.S. imports of goods, Census basis 176.9| 180.2| 183.5

1. Data for the third month of the quarter are preliminary and are subject to further revision.

On July 28, the Census Bureau, for the first time,
released economic indicator data for wholesale
and retail trade inventories as part of its “Advance
Economic Indicators Report.” The advance GDP
estimates released on July 29 reflect these advance
data on inventories for June 2016 (table 4B).
Thus, for the first time, BEA’s advance GDP esti-
mates incorporate Census Bureau data on these

Incorporating the Census Bureau’s Advance Economic Indicators Report

inventories for all three months of the quarter.
(Previously, the advance GDP estimates were
based on Census Bureau data for two months and
on BEA assumptions for the third month.)

BEA anticipates that the availability of these
earlier inventory data will improve the accuracy
of BEA’s initial estimates of inventory investment.
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Source Data for the Advance Estimates for the Second Quarter of 2016

Source Data and Key Assumptions for the Advance Estimates of GDP

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

Consumer spending: sales of retail stores (3), unit auto
and truck sales (3), consumers’ shares of auto and truck
sales (2), motor vehicle fuels data (3), and electricity and
gas usage and unit-value data (3);

Nonresidential fixed investment: unit auto and truck sales
(3), construction spending (value put in place) (2), manu-
facturers’ shipments of machinery and equipment (3), and
exports and imports of machinery and equipment (3);

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

Inventory investment: nondurable-goods manufacturing
inventories (2), trade inventories (3) durable-goods manu-
facturing inventories (3), and unit auto and truck invento-
ries (3);

Net exports of goods and services: exports and imports of
goods (3) and services (2) and values and quantities of

petroleum imports (3);

Government spending: federal government outlays (3),
state and local government construction spending (value
put in place) (2), and state and local government employ-
ment (3);

Compensation: employment, average hourly earnings,
and average weekly hours (3); and

Prices: consumer price indexes (3), producer price
indexes (3), and values and quantities of petroleum imports

(3).

Key assumptions

When source data were unavailable, BEA made various
assumptions from May to June, including the following
(table 4A):
« An increase in nonresidential structures,
o An increase in single-family structures,
o An increase in multifamily structures,
e An increase in nondurable-goods manufacturing invento-
ries,

A more comprehensive list is available on BEA’s Web

site.
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