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Real GNP has been expanding at a moderate pace thus far this year, compared with a very 
rapid rate of growth in the first two years of the expansion. Its major component, real final sales, 
has slowed somewhat, but most of the slowing in GNP has been in the form of a sharp reduction in the 
pace of real inventory accumulation.

Other distinguishing features of the GNP slowdown are a steady rate of real personal 
consumption expenditures, but a sharp drop in the pace of both real residential and nonresidential 
fixed investment. Real net exports are still declining, but, in contrast with the first two years of the 
expansion, now reflect declining real exports in combination with rising real imports. Buoyed by 
rising deliveries of defense products, real federal purchases have been increasing at a 10.2 percent 
annual rate, compared with a 1.9 percent rate earlier in the expansion.

Changes in Real GNP and Its Components

IV/1984 to III/1985 IV/1982 to IV/1984
Billions , , „, Billions , , _,

of dollars — Percent— of dollars — Percent—

Real GNP $7.5 1.8% $23.0 6.0%
Change in business inventories -6.3 — 5.2 —
Final sales 13.8 3.4 17.8 4.6

Personal consumption expenditures 13.3 5.0 12.4 5.0
Residential fixed investment 1.1 7.5 2.3 20.5
Nonresidential fixed investment 1.3 2.4 6.5 15.1
Net exports -6.9 — -4.7 —

Exports -3.0 -8.1 1.3 3.7
Imports 3.9 9.8 6.0 19.4

Federal purchases of goods and 3.3 10.2 0.6 1.9
services

State and local purchases of goods 1.7 3.9 0.6 1.4
and services

U Average per quarter 
2/ Compounded annual rate of change
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