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After a relatively weak performance in the previous year, the pace of economic activity accelerated slightly in the second 
half o f 1985. The performance in the past six months, however, was still well below the strong recovery in the first six 
quarters of expansion following the 1981-82 recession. The accompanying table summarizes real GNP over the current 
expansion.

Contributing to the acceleration of real GNP in the second half of 1985 was a reduction in the negative impact of inventory 
investment (GNP minus final sales), along with a slight increase in the growth of final sales. Real final sales, in turn, 
reflected the diverse movements of its components, with residential investment and federal purchases of goods and services 
showing the greatest acceleration. Both federal purchases and inventory investment, however, were distorted by relatively 
large purchases by the Commodity Credit Corporation (CCC). In national income accounting, CCC purchases are added 
to federal purchases and subtracted from inventory investment, with no effect on GNP. Excluding CCC purchases, federal 
purchases increased at a much smaller 7.2 percent rate in the second half of 1985 and inventory investment was positive. 
Tending to retard the acceleration of final sales in the second half of 1985 were personal consumption expenditures, 
nonresidential fixed investment and the growth of imports.

Real GNP and Selected Components 
(compounded annual rates of change)

11/1985 11/1984 IV/1982
to to to

IV/1985 11/1985 11/1984

GNP 2.7% 1.9% 6.9%
Final sales 3.6 3.4 4.3

Personal consumption expenditures 2.2 2.7 5.2
Residential fixed investment 8.5 -0.2 29.2
Nonresidential fixed investment 6.3 10.3 13.6
Government purchases of goods and services 12.5 3.3 1.7

Federal 26.2 3.8 1.2
State and local 2.2 2.9 2.1

Net exports — — —

Exports 1.2 -2.3 6.0
Imports 12.9 0.5 25.7
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