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Economy When They Keep 
Changing The Numbers?

The U.S. economy has slowed substantially 
this year. Real gross domestic product, which grew 
at a 4.6 percent annual rate in the second half of 
last year, rose at a 2.7 percent rate in the first quarter 
of 1995 and at a 0.5 percent rate in the second quarter. 
Will the economy resume more rapid growth during 
the rest o f the year, as many forecasters predict, 
or will it continue the pattern o f slow growth 
evident in the first half of the year? The challenge 
of gauging the direction of the economy for the near 
future requires careful examination o f the latest 
indicators. One reason this is a challenge is that 
some indicators give conflicting signals. For instance, 
industrial production declined at a 1.1 percent rate 
in the first six months o f this year, whereas real non- 
residential fixed investment rose at a 16.6 percent rate 
over the same period. Thus, businesses have been 
investing rapidly while industrial production 
has been declining.

The table illustrates another challenge in 
following economic trends: data revisions. Data 
on total nonfarm payroll employment released 
May 5 indicated a pattern o f slowing employ
ment growth after February. The increase in 
employment in March was about half that of 
February, and the small employment decline 
in April was the first monthly decline since 
March 1993.

The June 2 employment report provided even 
stronger evidence of a slowdown in economic 
activity. The May decline in payroll employment 
was the largest since April 1991. The July 7 release, 
however, changed the pattern substantially. Not 
only was there healthy growth in June payroll 
employment, but the May decline was revised to 
less than half that reported one month earlier.

Given the size o f these revisions, how can you 
use an indicator like payroll employment to gauge 
trends in the economy? One principle is to use 
each series in conjunction with others, searching 
for an overall picture o f the pace of economic 
activity. Another principle is to avoid basing your 
outlook only on the latest numbers. The latest data 
on payroll employment (and most other data) 
are based on incomplete information. The general 
direction o f employment growth may look very 
different after adding an observation for another 
month and revisions to the prior data that reflect 
more complete information on the number 
o f jobs.

—  R. Alton Gilbert

Changes In Nonfarm Payroll Employment
(in thousands, seasonally adjusted)

1995

Release 
as of Jan. Feb. Mar. April May June

May 5 169 355 177 -9

June 2 186 313 179 -7 -101

July 7 186 313 179 8 -46 215
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