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GROSS NATIONAL PRODUCT
PRELIMINARY REPORT FOR FOURTH QUARTER AND YEAR 1973

Gross national product - the market value of the Nation's output of
goods and services - rose $29.,5 billion or 9.4 percent at an annual rate
in the fourth quarter of 1973 to reach a seasonally adjusted annual rate
of $1,334.0 billion, according to preliminary figures released today by
the Bureau of Economic Analysis, an agency of the Commerce Department's
Social and Economic Statistics Administration. In the third quarter, GNP
had increased $32.5 billion or 10.6 percent at an annual rate.

Real output (GNP adjusted for price changes) rose at an annual rate
of 1.3 percent in the fourth quarter, compared with 3.4 percent in the
third quarter. Prices as measured by the implicit price deflator for GNP

rose at an annual rate of 7.9 percent, compared with 7.0 percent in the
third quarter.

For the year 1973, GNP totaled $1,288.2 billion, an increase of $133.0
billion or 11.5 percent over 1972, Real output increased 5.9 percent and
prices 5.3 percent. In 1972,GNP had increased $99.7 billion or 9.4 percent
over 1971, of which 6.1 percent was growth in real output and 3.2 percent
price increase,
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The Bureau emphasized that the fourth quarter figures are based on
preliminary and incomplete source data. Data are not available for
December on foreign trade and consumer prices, and are incomplete for
inventories and domestic trade. Revised estimates based on more compre-
hensive data will be issued next month.

FOURTH QUARTER 1973

Final sales increased $18.3 billion in the fourth quarter, compared
with $32,3 billion in the third. Increases occurred in consumer spending
on nondurable goods and services, business fixed investment, and government
purchases. Consumer spending on durable goods and residential construction
were down sharply.

Inventory accumulation rose from $4.7 billion in the third quarter

to $15.9 billion in the fourth, an increase of $11.2 billion. From the second
to the third quarter, inventory accumulation had shown little change.

Consumer Spending

Personal consumption expenditures increased $13.0 billion in the
fourth quarter, compared with $20.4 billion in the third. Spending on
nondurable goods rose $9.5 billion, compared with $11.3 billion in the
third quarter., Purchases of services rose $9.6 billion, compared with
$9.0 billion in the third quarter. Purchases of durable goods decreased
$6.0 billion, as automobile spending dropped $7.1 billion while purchases
of other durable goods increased $1.1 billion. Purchases of durable goods
had shown no change in the third quarter.

Total new car sales fell from a seasonally adjusted annual rate of
11,7 million units in the third quarter to 10,3 million in the fourth,
with the decline occurring mainly in large-sized domestic models.

Disposable (after-tax) personal income rose $26.9 billion in the
fourth quarter compared with an increase of $14.5 billion in personal
outlays. As a result, personal saving increased $12,2 billion, and the
saving rate (saving as a percentage of disposable income) rose from 5.7
percent in the third quarter to 6.9 percent in the fourth.

Fixed investment

Business fixed investment increased $3.1 billion in the fourth quarter,
compared with $3.9 billion in the third. Nonresidential construction
outlays were up $1.6 billion, compared with $2.3 billion in the third quarter.
Purchases of producers' durable equipment increased $1.4 billion, compared
with $1.7 billion in the third quarter. Residential construction outlays
declined $5.0 billion in the fourth quarter, following a decline of $0.4
billion in the third, reflecting the decline in housing starts that began
in mid-1973.



Net exports

Based on preliminary and incomplete data, net exports of goods and
services appear to have increased $0.4 billion in the fourth quarter,
following an advance of $4.8 billion in the third. Both exports and
imports showed large increases that chiefly reflected sharp price rises,
Fourth quarter exports included an arms shipment to Israel valued at
$625 million or $2.5 billion at an annual rate. The shipment to Israel
is not an addition to GNP since it is a sale from Government stocks of
military equipment which reduces Government purchases $2.5 billion at an
annual rate,

Government purchases

Federal Government purchases of goods and services increased $1.0
billion in the fourth quarter, with an increase of $1.1 billion in non-
defense spending and a decline of $0.2 billion in defense spending. A
pay raise for Federal employees that went into effect October 1 added
$1.7 billion to Federal Government purchases. Excluding the pay raise,
nondefense spending was up $0.7 billion and defense spending was down
$1.5 billion. However, defense spending was reduced $2.5 billion by
the sale of arms to Israel. Excluding both the pay raise and arms
shipment, defense spending was up $1.0 billion. In the third quarter,
Federal purchases had declined $0.5 billion. State and local government
purchases rose $5.8 billion, compared with $4.2 billion in the third quarter.

Inventory investment

Inventory investment at an annual rate of $15.9 billion in the fourth
quarter compares with $4.7 billion in the third. The increase in the rate
of inventory accumulation amounted to $11.2 billion, and occurred largely
in inventories of wholesalers and retailers. Auto dealers accounted for
much of the increase in retail inventories. Manufacturers added to
inventories in the fourth quarter at about the same rate as in the third.

Alternative measure of price change

The implicit price deflator for GNP is a measure of price change based
on shifting weights that reflect changes in the composition of GNP. An
alternative measure of price change, the chain price index, uses the weights
of the prior quarter in the calculation of price change each quarter. This
index rose at an annual rate of 7.7 percent in the fourth quarter, compared
with 7.0 percent in the third.

1973 Highlights

All major components contributed to the increase in GNP from 1972 to
1973 except defense spending which declined slightly. In real terms, all
major components increased except residential construction and Federal
Government purchases,
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Consumer spending increased $78.5 billion in 1973, compared with
$59.3 billion in 1972. The acceleration occurred largely in nondurable
goods, up $36.4 billion compared with $21,2 billion in 1972, and in
services, up $28.4 billion compared with $24.3 billion in 1972,

Fixed investment increased $21.7 billion, compared with $25.2 billion
in 1972, Producers' durable equipment was up $11.2 billion compared with
$10.0 billion in 1972, Nonresidential construction increased $6.6 billion,
compared with $3.8 billion in 1972, Residential construction increased
$4,0 billion, compared with $11.3 billion in 1972.

Inventory investment rose from $6.0 billion in 1972 to $7.4 billion
in 1973, an increase of $1.4 billion, From 1971 to 1972, inventory invest-
ment showed practically no change.

Net exports increased $9.2 billion, from a negative balance of $4.6
billion in 1972 to a positive balance of $4.6 billion in 1973. 1In 1972,
net exports had declined $5.4 billion,

Federal Government purchases increased $2.5 billion, compared with
$6.3 billion in 1972. Defense spending declined $0.2 billion, compared
with an increase of $2.8 billion in 1972. Other purchases were up $2.6
billion, compared with $3.6 billion in 1972.

State and local government purchases rose $19.8 billion in 1973,
compared with $14,3 billion in 1972,

GNP and personal income statistics for 1973 are shown in the
accompanying table. Additional detail will appear in the January issue
of the Survey of Current Business, a monthly magazine of the Bureau of
Economic Analysis,

The Survey is available from the District Offices of the Department
of Commerce or from the Superintendent of Documents, U.S. Government
Printing Office, Washington, D.C. 20402, at an annual subscription price
of $34.45, including weekly supplements; single copy $2.25.
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