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Every data series in this publication is adjusted 
to remove regular seasonal fluctuations that would 
make it difficult or impossible to discern underlying 
economic trends. The plot of a series that has not 
been adjusted to remove seasonal variation typically 
shows a sawtooth pattern, with the points occurring 
one year apart. Some common data series, notably 
interest rates, do not show a strong seasonal pattern 
and are not adjusted. (In the case of interest rates 
the lack of seasonal variation may reflect deliberate 
efforts by the Federal Reserve to offset seasonality).

Recently, Robert Barsky and Jeffrey Miron refo- 
;used economists’ attention on the seasonal patterns 

themselves, which are interesting in their own right.1 
The magnitude of the seasonal cycle in the U.S. econ
omy is extraordinary. On average, over the last 15 
years, real gross domestic product (GDP) has fallen 
by 5.2 percent (quarterly rate) between the fourth and 
first quarters. (Because the Commerce Department 
does not publish real GDP on an unadjusted basis, this 
calculation and the chart use unadjusted nominal GDP 
deflated by the unadjusted Consumer Price Index.)
By contrast, since 1950 the largest fall in real GDP 
(peak-to-trough) during a recession was 4.1 percent 
during the 1974 recession. Following an analogous 
seasonal pattern, the unemployment rate has typically 
risen by almost a whole percentage point between 
December and January. The chart shows average 
growth rates for real GDP by quarter. Though seasonal 
adjustment is a more sophisticated procedure than 
calculating quarterly or monthly means, the chart

gives a broadly accurate profile of economic activity 
within a typical year.

Most people know that Christmas causes a burst 
of consumer activity and that bad weather impedes 
certain types of economic activity. It is intriguing, 
however, that seasonal fluctuations in real economic 
activity pervade most of the economy, not just those 
that are closely tied to weather or Christmas retail 
sales. Residential and nonresidential investment, 
imports, exports and even government purchases 
show strong seasonal fluctuations.

Are large seasonal fluctuations a bad thing?
Most economists would say no, that these fluctua
tions probably reflect the efficient response of a 
market economy to seasonal variations in demand 
and production opportunities. To put it crudely, Iowa 
could grow corn in the winter using extraordinary 
means, but that would not make it a good idea.

— Joseph A. Ritter
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1 “The Seasonal Cycle and the Business Cycle,” Journal o f Political 
Economy, June 1989.

Views expressed do not necessarily reflect official positions of the Federal Reserve System.
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