
The Economy in 1990

When 1990 began, the economy was in
its eighth year of expansion, and it
remained on a positive course into the
summer. During this period, problems
were evident in some sectors of the econ-
omy, notably construction, where activity
was being damped by the persistence of
high vacancy rates; and finance, where a
significant number of institutions were
encountering difficulties that reduced
their ability or willingness to provide
credit. Overall, however, production and
spending still were on a course of expan-
sion at mid-year; and, while the rate of
price increase had not yet started to abate,
the conditions for slower inflation ap-
peared to be developing without major
disruption to the economy.

Then, in early August, oil prices
surged with Iraq's invasion of Kuwait;
the price surge gave further impetus to
inflation, and it also portended reduced
domestic purchasing power and weaker
economic activity. Uncertainties about
the course of the economy were height-
ened enormously. Household and busi-
ness sentiment plummeted almost over-
night, a response that perhaps grew in
part out of memories of the difficult
adjustments that had followed the oil
shocks of the 1970s. At the time of the
invasion, and on into the autumn, senti-
ment also was being affected by the
considerable uncertainty that had devel-
oped regarding the course of fiscal policy.

Actual production and spending held
up for a time after the oil shock but
started to decline in early autumn. The
production cuts reduced real incomes
still further and added to the cumulating
forces of contraction, which included a
continued shift toward caution by lend-
ers. The economy thus fell into recession

in the latter part of the year. Real gross
national product declined at an annual
rate of about Wi percent in the fourth
quarter, according to final estimates from
the Department of Commerce, and the
gain over the four quarters of the year
amounted to only 0.5 percent. The civil-
ian unemployment rate, which had held
around 5lA percent through the first half
of the year, moved up steadily in the
second half, to 6.1 percent in December.

The consumer price index rose 6.1 per-
cent from December 1989 to December
1990, the largest annual increase in nearly
a decade, and a surge in energy prices
after the invasion was only one of the
factors pushing inflation higher. The
year-to-year rate of increase in the CPI
excluding food and energy—a rough
indicator of basic inflation trends - main-
tained a gradual upward tilt through the
first three quarters of 1990, peaking at a
rate of 5.5 percent in August and Septem-
ber; a slight easing of pressures over the
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balance of 1990 brought the rate down to
5.2 percent by year-end. The year-to-
year rate of increase in nominal labor
compensation, as measured by the em-
ployment cost index, also moved up in
the first half of 1990. After midyear,
however, wage pressures moderated, and
the rise in nominal compensation over
the year ended up at 4.6 percent, slightly
less than the increase recorded in each of
the two previous years.

Support for the growth of real activity
in 1990 continued to come from the
external sector, as real exports of goods
and services rose about 5% percent
over the four quarters of the year. By
contrast, gross domestic purchases, the
broadest indicator of domestic demand,
fell Vi percentage point on net over the
year; within this category an increase in
government purchases was more than
offset by weakness in consumption,
homebuilding, and business fixed invest-
ment and by a swing in inventories from
moderate accumulation late in 1989 to
decumulation in the fourth quarter of
1990.

As was true during much of the long
expansion of the 1980s, economic trends
in 1990 varied appreciably across differ-
ent regions of the country. The New
England economy, which had been very
strong through much of the 1980s,
slumped in 1990; by year-end, unemploy-
ment rates in that region had moved well
above the national average. By contrast,
the economies of many locales with heavy
concentrations of manufacturing—espe-
cially capital goods manufacturing—held
up fairly well until the oil shock; the
continued growth of exports supported
activity in those areas. The farm econ-
omy was relatively strong again in 1990,
although some indications of softening
did show up in the second half. Energy
producers benefited from the climb in oil
prices; exploration and drilling activity
was restrained, however, by the great

uncertainty regarding the future course
of oil prices.

The Household Sector

In midsummer, consumer spending still
was on an uptrend, and it edged up a little
further after the oil shock, peaking in
September. But with real incomes being
dragged down by slumping employment
and soaring energy prices, the rise in
spending eventually ran out of steam.
Real outlays fell at an annual rate of about
3V2 percent in the fourth quarter; the
quarterly drop likely would have been
greater but for tax changes that caused
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some households to make purchases in
advance of the turn of the year.

The declines in real income and spend-
ing in the latter part of the year essentially
reversed the moderate gains made earlier.
Over the year, after-tax income was down
about Vi percent in real terms; real
consumption spending was up over the
four quarters of 1990, but only fraction-
ally. The personal saving rate rose over
the first half of the year, but then dropped
% percentage point over the last two
quarters. This drop in the saving rate
after midyear was a little surprising from
one perspective, in that an unprecedented
plunge in consumer attitudes between
July and October might have been ex-
pected to generate some increase in
precautionary saving. Moreover, many
households had suffered losses of wealth
because of decreases in house prices or in
the value of securities they held; these
developments would seem to have called
for a shift toward reduced consumption
out of current income. But while such
forces may well have been at work, they
apparently were outweighed by a ten-
dency of households to dip into savings in
the short run when faced with a sudden
surge in expenses for energy.

Patterns of change in the various cate-
gories of consumer spending were mixed
in 1990. Real outlays for services contin-
ued to trend up over the year but at a
slower pace than during most years of the
expansion; on a quarterly basis, growth
in these outlays was quite erratic, largely
because of weather-related volatility in
gas and electric bills. Real outlays for
nondurables fell 2lA percent over the
course of the year, an unusually large
decline by historical standards. The drop
presumably was brought on in large part
by the downturn in real income over
the four quarters of 1990, the first such
decline since 1974.

The real outlays for consumer durables
fell VA percent over the four quarters of

1990; they had fallen about 1V4 percent
in 1989. Purchases of motor vehicles
and parts declined for a second year. In
addition, outlays for the other dur-
ables—furniture, household equipment,
and the like—turned down, after having
grown at a moderate pace in 1989. These
patterns of change in spending seemed
to reflect both macroeconomic forces,
notably the slower pace of real income
growth after the start of 1989, and the
normal workings of household in-
vestment cycles. With regard to the
latter, household spending for cars,
trucks, and other consumer durables
over the 1983-88 period were almost 50
percent above the average for the six
best years of the 1970s. By 1989 many
households may have reached a point
where they were in effect "stocked up"
and therefore well positioned to delay
making new purchases if the timing did
not seem right.

Spending for residential construction
got a transitory boost from good weather
in the first quarter of 1990 but then fell
sharply in each of the three subsequent
quarters. Over the year as a whole,
residential investment outlays declined
1014 percent in real terms; they had
dropped 7 percent in 1989.

This slump in housing investment
reflected a variety of influences, most of
which appeared to enter on the demand
side of the equation. The downshifting of
real income growth after the start of 1989
may have led households to view their
longer-run prospects in a more cautious
light and to hold back from housing
investments that they might otherwise
haveundertaken. In addition, theunwind-
ing in some regions of the country of real
estate booms seen in the 1980s tarnished
the attractiveness of housing as a longer-
term investment. These negative devel-
opments came at a time when housing
demand already was being restrained by
a much slower rate of growth of the adult
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population than was seen in the 1970s and
early 1980s.

Builders cut back sharply on new
construction in 1990. The annual starts of
single-family units fell 11 percent from
their 1989 level, and starts of multi-
family units declined about 20 percent
from an already low level. However,
these reductions in starts still were not
large enough to balance the market. The
ratio of unsold new homes to the pace of
sales jumped sharply in the first part of
1990 and then remained high over the
rest of the year; the vacancy rate on
multifamily rental units also remained
high.

In some instances, prospective build-
ers were deterred from construction in
1990 by the difficulty of obtaining credit.
Failures of thrift institutions severed
established credit relationships for some
builders; the thrift institutions that sur-
vived moved toward more conservative
lending policies either out of choice or in
response to the more stringent capital
requirements and lending limits man-
dated by the Financial Institutions Re-
form, Recovery, and Enforcement Act of
1989. Banks also were cautious about
extending credit to builders; with large

volumes of problem loans already on
their books, banks were sensitive to the
poor conditions in many local housing
markets.

In contrast to builders, potential home-
buyers did not seem to have serious
problems in obtaining financing in 1990;
mortgage credit remained readily avail-
able, and the spreads between mortgage
rates and the rates on other long-term
loans actually narrowed. For the most
part, consumer credit also appeared to
be readily available, with lenders exhib-
iting only a mild tendency to tighten
standards on this generally profitable line
of business.

The Business Sector

The business sector began 1990 on a
rather shaky note. Profits had declined
during 1989, and overhangs of business
inventories had developed in the second
half of that year in some markets, notably
autos. In manufacturing, production
growth had been restrained late in 1989;
a sharp drop in output in January 1990
was led by a steep cutback in auto
assemblies. But conditions improved
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The Economy in 1990 9

over the next few months. Industrial
production rose fairly briskly, in fact,
from January into midsummer, and the
drop in business profits was halted for a
time.

From August on, the business climate
was dominated by the oil shock and its
attendant uncertainties. After peaking in
September, industrial production plum-
meted over the last three months of 1990,
and it closed out the year about 1 lA per-
cent below the level of a year earlier.
Over the latter part of the year, the
operating rate in industry also fell sharply.
Corporate profits went into renewed
decline in the second half of the year.

Serious overhangs of business inven-
tories were not apparent when the oil
shock hit in August, and prompt produc-
tion adjustments that followed the shock
forestalled stockbuilding in the ensuing
months. Indeed, real manufacturing and
trade inventories fell moderately on net
between the end of July and the end of
December. Under the circumstances,
however, these reductions clearly were
not great enough to get actual stocks
down to desired levels. In wholesale and
retail trade, sales declined sharply from
July to December, and the constant-
dollar ratios of inventories to sales in
these sectors moved up to levels that

Industrial Production

matched or exceeded the highs of the
previous two or three years. The inven-
tory-sales ratio in manufacturing also
increased on net between July and Decem-
ber, and manufacturers continued to cut
output through the end of the year. Over
1990 as a whole, the level of real business
inventories in the nonfarm sector de-
clined $5 billion. The rapid reductions of
nonfarm inventories that were seen in the
fourth quarter of 1990 more than ac-
counted for all of that quarter's drop in
real GNP.

After relatively strong gains in each
year from 1987 to 1989, business outlays
for fixed investment slowed in 1990; the
gain over the four quarters of the year
was 2lA percent. Spending for equipment
was damped by the squeeze on profits,
the easing of pressures on capacity, and
the heightened uncertainties regarding
the business outlook. These influences
showed through most clearly in the
outlays for industrial equipment, which
fell almost 6 percent over the year.
Business purchases of motor vehicles
bounced around from quarter to quarter
but held to essentially the same range that
they have been in for the past several

Changes in Real Business Inventories
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years. By contrast, business outlays for
aircraft, which have been strong in recent
years, rose further in 1990. Real spending
for computers and other information
processing equipment also increased, but
the gain in this sector was not nearly so
large as it was in many other recent
years. In total, business outlays for
equipment rose about AVi percent over
the year.

Nonresidential construction declined
5Vi percent over the four quarters of
1990. Weakness was concentrated mainly
in the outlays for offices and other
commercial structures, which together
account for about one-third of the total.
An excess supply of these structures
developed in many cities during the
building boom of the mid-1980s, and
despite sharp cutbacks in construction
after 1985, vacancy rates remained high
through 1990. Reflecting this continued
imbalance—and the reluctance of credi-
tors to finance new projects in this
troubled sector of the economy —such
indicators of future activity as the data on
new contracts and building permits con-
tinued to have a decidedly negative cast
through the second half of 1990. Spend-
ing for industrial structures rose over the
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from the Department of Commerce.

first three quarters of 1990 but fell sharply
in the fourth quarter, and the indicators of
future construction continued to weaken.
Investment in oil drilling remained rela-
tively subdued in the second half of 1990
despite the rise in oil prices. In some
instances drillers may have been ham-
pered by shortages of experienced crews,
but more important, the uncertainty about
whether prices would remain high enough
tojustifystepped-upinvestmentprompted
a cautious response.

Signs of mounting financial stress were
evident in the business sector in 1990.
The number of corporations reducing,
omitting, or deferring dividends in the
fourth quarter was the highest in more
than thirty years. A record dollar amount
of corporate bonds went into default in
1990; the default rate, calculated as a
percentage of the par amount of nonin-
vestment grade bonds outstanding, was
8.7 percent, the highest in twenty years.
While the number of downgradings also
reached a record high, most of the
downgradings were attributable to dete-
riorating conditions affecting below-
investment-grade nonfinancial corpora-
tions and financial institutions.

The Government Sector

In the government sector, budgetary
pressures intensified in 1990. At the fed-
eral level, the rate of growth of receipts
slowed to 4.1 percent in fiscal year 1990,
less than half the rate of increase in the
previous fiscal year and more than 1 per-
centage point below the rate of growth in
nominal GNP. Meanwhile, spending
jumped 9.4 percent in fiscal 1990, and
the federal budget deficit increased to
$220 billion, up $67 billion from the
1989 fiscal year and well above the target
for 1990 that had been laid out in the
Gramm-Rudman-Hollings legislation.
Finding a way to get back on the track of
deficit reduction occupied the Congress
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and the Administration through much of
1990; an agreement reached in October
prescribed new targets and new proce-
dures for the five-year period starting in
the 1991 fiscal year.

Part of the slowing of receipts in the
1990 fiscal year stemmed from the weak-
ness in corporate profits; collections from
that source fell almost $10 billion. In
addition, the growth of tax receipts drawn
from the incomes of individuals slowed
appreciably, from 11 percent in 1989 to a
bit less than 5 percent in 1990; this
slowdown mainly reflected the absence
in 1990 of transitory factors that had led
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income accounts basis and are from the Department of
Commerce.

to the big jump in these receipts in 1989.
On the expenditure side of the ledger,
about one-third of the increase of $ 108 bil-
lion in nominal federal outlays in fiscal
1990 was attributable to federal deposit
insurance programs; the main portion of
these outlays went to honor obligations to
holders of deposits in failed thrift institu-
tions. Spending also moved up rapidly in
1990 for entitlements. The outlays for
medicare rose 15 percent, pushed up by
continued rapid inflation in health costs
and an expansion in the number of
beneficiaries. Outlays for social security
and other income security programs,
which together account for close to one-
third of total federal spending, rose about
IV2 percent in fiscal 1990, a pickup from
the pace of recent years. Net interest
outlays, which now account for almost
15 percent of total spending, also contin-
ued to climb rapidly.

Federal purchases of goods and ser-
vices, the portion of federal spending that
is included directly in GNP, increased
5*4 percent in real terms over the four
quarters of 1990. Excluding the volatile
changes in the inventories owned or
financed by the Commodity Credit Cor-
poration, federal purchases of goods and
services increased 4lA percent on net
over the year; nondefense purchases were
up 5J/2 percent and defense purchases,
which had declined moderately in each of
the three previous years, increased 4 per-
cent in 1990. The rise in defense pur-
chases came mainly in the fourth quarter
of the year and apparently reflected, in
part, outlays associated with Operation
Desert Shield.

The deficit in the combined operating
and capital accounts of state and local
governments (excluding social insurance
funds) averaged $30 billion at an annual
rate over the first three quarters of 1990,
and it widened considerably in the fourth
quarter as the recession cut into tax
receipts. State and local budgets first
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moved into deficit in late 1986, and they
slipped further into the red in each
succeeding year. By 1990, concerns had
intensified about the repayment abilities
of some state and local governing units;
as evidence of this, the downgradings of
state and local credit ratings outnumbered
upgradings by a wide margin in 1990.

In an effort to strengthen their finances,
many state and local governments raised
taxes in 1990. Reflecting those increases,
total state and local receipts moved up
faster than nominal GNP through most of
the year, just as they had in 1989. In
addition, spending was scaled back from
planned levels in many cases. Overall,
however, the efforts to control spending
collided with the growing demands for
services that state and local governments
traditionally have provided in areas such
as education, public protection, and
health and income support. Thus, while
the growth of state and local outlays
slowed from the rate of rise seen earlier
in the expansion, it nonetheless ran above
that of total GNP. The nominal rise in
state and local purchases of goods and
services over the four quarters of 1990
was 8 percent; in real terms, purchases
grew 2% percent over the year.

nonfarm sector increased about 250,000
on net.

Sectoral patterns of employment
change varied considerably in 1990.
Employment in manufacturing fell about

Labor Market Conditions
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Payroll employment increased in each
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590,000 from December 1989 to Decem-
ber 1990; losses of factory jobs proceeded
at a slow and fairly steady pace through
the first half but accelerated after the
onset of the oil shock. The troubled
construction sector shed roughly 230,000
jobs over the course of the year; after a
weather-related jump early in the year,
the declines went on almost without
interruption through December. Employ-
ment in retail and wholesale trade was
down 50,000 on net over the course of
1990 as small gains through the first
seven months of the year were more than
oifset by sharp declines in the fourth
quarter. The number of jobs in the ser-
vices industries increased in each month
of 1990, but the rate of gain slowed
progressively over the year; health ser-
vices was the only major area in which
hiring was going on with much vigor at
year-end.

Growth in the supply of labor was
quite subdued in 1990. The civilian labor
force increased only 0.5 percent from
December to December, the smallest
annual gain in almost thirty years. Part of
the explanation for this slow labor force
growth is that the working-age population
has not been growing very rapidly in
recent years. In addition, the share of the
working-age population that chose to
participate in the work force declined
enough in 1990 to cut labor force growth
to half of what it would have been had the
rate of participation not changed. The
sluggishness of the labor markets in 1990
no doubt discouraged some potential
entrants from seeking jobs, a phenome-
non typical of economic slowdowns.
Still, the drop in participation in 1990 left
some uncertainties regarding the future
trend in the growth of labor supply.

By mid-1990, the unemployment rate
had held tightly around 5 lA percent for
seven quarters and had stayed below
6 percent for nearly three years. Not
since the first half of the 1970s had the

unemployment rate been at such low
levels for so long. As in other periods of
reduced slack in the labor market, this
recent period of low unemployment was
marked by sharply increased wage infla-
tion. The employment cost index, which
includes the cost of workers' benefits as
well as wages and salaries, moved up
about 4% percent in both 1988 and 1989,
after rising about 3V4 percent in both
1986 and 1987. And in the first half of
1990, the year-to-year rate of increase in
this measure of compensation rose still
further, to 5lA percent.

Factors besides tightness in the labor
market were also pushing up wages and
compensation between the end of 1987
and the middle of 1990. The updrift in
inflation caused workers to press for
nominal increases in wages and benefits
that were big enough to keep real incomes
on a reasonably even keel, and with labor
in short supply, businesses found it
necessary to accede to hefty increases to
attract and keep workers. The actions of
government also added to cost pressures:
A rise in social security taxes in 1990
added 0.2 percent to total compensation,
and a boost in the minimum wage may
have added another 0.1 percent.

A marked slowing of wage increases
emerged in the second half of 1990, and
by the end of the year the twelve-month
rate of increase in the employment cost
index had dropped to 4l/z percent. Al-
though workers' real incomes were bat-
tered by the surge in energy prices during
this period, attempts to regain those
income losses appear to have been over-
whelmed by the increase in labor market
slack and associated concerns about job
security. The efforts of management to
contain costs in a time of declining profits
probably also were a factor helping to
limit wage increases during this period.

Productivity measures in 1990 marked
a second successive year of subpar per-
formance . Output per hour in the nonfarm
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business sector was unchanged over the
four quarters of the year, after having
dropped 1.6 percent in 1989. More than
likely, the poor productivity results dur-
ing 1989-90 mainly reflected the cyclical
slowing of demand in those years—under
such circumstances, firms typically cut
output faster than they cut hours. Unit
labor costs increased about 4V£ percent
over the four quarters of 1990, the largest
annual rise since 1982.

Price Developments

All of the major price measures—the
indexes of consumer, producer, and GNP
prices—rose faster in 1990 than they did
in 1989. In general, the increases seen in
1990 also were the largest since those of
the early 1980s. The surge in oil import
prices had a particularly strong effect on
those indexes, such as the CPI, that
measure price changes for goods and
services purchased by domestic buyers.
By contrast, the GNP price indexes cover
goods and services produced domesti-
cally, and they exhibited a less pro-
nounced degree of acceleration this past
year.

The CPI for energy rose 18 percent
from December 1989 to December 1990.
Although the bulk of the 1990 rise came
after the start of August, intermittent
pressures had surfaced earlier in the year.
A severe bout of cold weather at the end
of 1989 cut into the inventories of heating
oil, disrupted operations at several refin-
eries, and caused the prices of fuel oil and
gasoline to soar. After January, fuel oil
prices fell back, but gasoline prices
remained relatively firm into the summer
as still more supply interruptions pre-
vented a rebuilding of stocks.

Iraq's invasion of Kuwait in August set
off another round of steep price increases.
World oil production dropped tempo-
rarily after the invasion, and the uncer-
tainties associated with the tensions in the

Persian Gulf set off a scramble for
inventories by refiners and others seeking
to guard against a possible further disrup-
tion in supplies. The price of oil fluctu-
ated widely in this period, but generally
maintained an upward trend into early

Prices
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October. By then, however, the losses of
oil from Iraq and Kuwait were being fully
offset by increased production from other
countries, and demand was weakening.
As a result, oil prices turned down and
held on a choppy downward pattern
through the end of the year, retracing
about half of the runup of the August-
October period.

The CPI for fuel oil also turned down
over the last two months of the year, but
gasoline prices again held firm, supported
this time by a December 1 rise of five
cents per gallon in the federal excise tax.
Over the year, fuel oil prices increased
about 30 percent at the consumer level,
and gasoline prices were up almost
37 percent. By contrast, increases over
the year in the prices of natural gas and
electricity were quite small—in the range
of Wi to 2 percent; the reaction of these
prices to the oil shock apparently was
damped by ample supplies of natural gas
and coal, as well as the customary lags in
adjusting rate structures at retail.

The consumer price index for food
rose 5.3 percent in 1990. This rise was
about the same as in 1988 and 1989, but
exceeded the pace of the preceding few
years, when food price increases had
tended to run more in the 3 to 4 percent
range. To a considerable degree, the
continued sharp increases in food prices
in 1990 seemed to reflect underlying
inflation processes similar to those at
work in other sectors of the economy. In
addition, prices were affected by the
changing supply conditions in agricul-
ture. Production of beef and pork de-
clined in 1990, and their prices at retail
increased 9 percent and 17 percent respec-
tively over the course of die year. Dairy
production, which had fallen in 1989,
turned up in 1990; but with stocks initially
at low levels, the rise in production did
not have a damping effect on prices at
retail until relatively late in the year. The
spell of cold weather late in 1989 led to a

surge in the prices of orange juice and
fresh vegetables early in 1990; toward
the end of 1990, another cold snap
destroyed citrus crops in California and
boosted citrus prices. By contrast, big
wheat crops here and abroad in 1990
caused wheat prices to plunge and led to
some rebuilding of stocks; at retail, the
rise in the CPI for cereals and bakery
products slowed from 7 Vi percent in 1989
to AVi percent in 1990.

The CPI for non-energy services,
which accounts for more than half of the
total CPI, rose 6 percent during 1990,
after an increase of 5.3 percent in 1989.
Within this broad category, increases
were large for a number of items. The
prices of medical services, which have
been increasing rapidly for many years
and had risen 8.6 percent in 1989, were
up 9.9 percent in 1990. The cost of
tuition, another CPI category in which
pressures have been evident for some
time, rose more than 8 percent in both
1989 and 1990. Elsewhere in the services
sector, prices soared for public transpor-
tation and lodging. Airlines, which were
hit hard by the surge in energy costs,
raised their fares almost 23 percent over
the year. Price increases for other forms
of public transportation were in the 6 to
7 percent range.

The CPI for commodities excluding
food and energy rose 3.4 percent in 1990,
up sharply from 2.7 percent in 1989.
Within this category, tobacco prices were
up especially sharply, about 11 percent in
all; the increase reflected the pass-
through to consumers of a jump in
manufacturers' prices and the continued
reliance by governments on higher taxes
on tobacco products as an attractive way
to boost revenues. The CPI for apparel
was up 5 percent in 1990; apparel prices
had changed little over the course of
1989, and thus at least part of the 1990
rise may have been an effort to restore
margins. Prices of new cars continued to
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go up, even as sales were coming down;
by contrast, used car prices declined a bit
for a second year. The prices of many
household appliances fell in 1990, extend-
ing the gradual downward trend seen in
previous years.

Apart from energy, increases in pro-
ducer prices were comparatively moder-
ate in 1990. The producer price index for
finished goods excluding food and energy
rose 3.5 percent over the year, about
% percentage point less than in either of
the preceding two years. In manufactur-
ing, the pressures from rising wages and
soaring energy costs were partly damped
by continued rapid gains in productivity
and softening demand. The prices of
intermediate materials excluding food
and energy rose 1.9 percent during 1990,
the second year in a row in which
increases for that category have been
small; materials prices had increased
sharply in 1987 and 1988. The spot prices
of raw industrial commodities moved up
on net in the first half of 1990, held firm
through September, and then fell rapidly
in the fourth quarter as the economy
weakened. •
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