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COUNCIL OF ECONMOMIC ADVISERS
WASHINGTON. 1Y C 20500

(RS XS - — P el Sl e RN P en

WILLIAM AL NISKANEN
WiioiaM FPOOLE

July 23, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF
FROM: WILLIAM A. NISKANEN WNAN

SUBJECT: GNP in the First and Second Quarters

This morning at 8:30 a.m. the Commerce Department
will release revised estimates of the GNP in the first
quarter and preliminary estimates for the second quarter.

The news is spectacularly good. Real GNP is now
estimated to have increased at a 10.l1l percent annual rate in
the first quarter and at a 7.5 percent rate in the second
quarter. Moreover, the composition of output is
encouraging. Real final sales (less transactions by the
payment-in-~-kind program) increased at a 4.0 percent rate in
the first quarter and at a 8.3 percent rate in the second
quarter. Business fixed investment and exports continued to
increase at a rapid rate; business inventories and imports
increased at a slower rate.

The rate of inflation (as measured by the GNP deflator)
is now estimated to have been 4.4 percent in the first
quarter and 3.2 percent in the second gquarter, up slightly
from the prior estimates. :

We have every reason to express pleasure {(and take
credit) for these conditions. The concern that high real
growth leads to increased inflation has no basis in either
theory or evidence. The rate of growth of the money supply
should be reduced gradually to avoid an increase in the
future inflation rate but, for the moment, there is no reason
to be concerned about general economic conditions or monetary
policy.



COUNCIL OF ECONCMIC ADVISERS
WASHINGTOM, 2 C 20500

WILLIAM ANISKANEN

WHL_iAM POOLE

July 18, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FROM: WILLIAM A. NISKANEN \I\k}\)

SUBJECT: HOUSING STARTS IN JUNE

This morning at 8:30 a.m. the Commerce Department
will release data on housing starts and building permits in
June.

More good news. Housing starts in June were at a 1.900
million seasonally adjusted annual rate, up 6.4 percent from
the (revised) 1.785 million rate in May. The April rate was
also revised up to 2.015 million. The increase in housing
starts was strongest in buildings of 5 or more units and in
the northeast and north-central regions.

Building permits were issued at a 1.776 million
seasonally adjusted annual rate in June, about egual to the
average rate since the beginning of the year.

The continued strength of housing, despite high real
interest rates, reflects in part the 1981 reduction of the
depreciable lives on commercial structures and the
availability of new financial instruments such as adjustable
rate mortgages.



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

July 6, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF
FROM: MARTIN FELDSTEIN‘héQ

SUBJECT: ' Employment and Unemployment

Today's news about unemployment is spectacular: another
0.4 percent decline bringing the overall unemployment rate
to 7.0 percent in June and the civilian unemployment rate
to 7.1 percent.

Household employment rose 460,000, bringing the cumulative
rise to 6.7 million in the past 19 months.

This is the first time since the Kennedy Administration that
a presidential term has seen a fall in both unemployment and
inflation.



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

June 29, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FROM : Geoffrey Carliner
(Martin Feldstein is traveling)

SUBJECT: Housing Sales

This morning at 10:00 a.m. the Commerce Department will

release figures on the number of new one-family homes sold in
May.

New home sales in May were down 4 percent from April to an
annual rate of 612,000 units. This is the third monthly
decline in a row.



THE CHAIRMAN OF THZ
COUNCIL OF ECONCMIC ADVISERS

WASHINGTON

June 29, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FROM : Geoffrey Carliner
(Martin Feldstein is traveling)

SUBJECT: Leading Indicators for May

This morning at 8:30 a.m. the Commerce Department will
release the Index of Leading Indicators for May.

Leading indicators declined by 0.1 percent in May,
compared with an increase of 0.5 percent in April. The May
number is subject to revision, and does not indicate the end of
the expansion. It does suggest that the economy is cooling off
from the rapid pace of growth earlier this year.

The index of coincident indicators rose by 0.5 percent in
May, compared with a rise of 0.9 percent in April. This index
also suggests that growth is moderating, and should reassure
those worried about future inflation.



COUNCIL OF ECONOMIC ADVISERS /

WASHINGTON, D. C. 20500

MARTIN FELDSTEIN, CHAIRMAN
WILLIAM A.NISKANEN
WILLIAM POOLE

June 28, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FROM: William A. Niskanen WWN
(Martin Feldstein is travelling)

SUBJECT: Merchandise Trade in May

This morning at 8:30 a.m. the Commerce Department will
release data on U.S. merchandise exports and imports in May.

Exports increased 2.4 percent to $17.9 billion. Imports
declined 9.8 percent to $26.8 billion. A substantial decline
in petroleum imports accounted for most of the decline in
total imports. The trade deficit declined from $12.2 billion
in April to $8.8 billion in May, the lowest level this year.

This change in trade conditions, unless sharply reversed
in June, is likely to increase real GNP during the second
quarter relative to the "flash" estimate released last week.



THE CHAIRMAN CF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

June 22, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FROM : William Poole -y e
(Martin Feldstein is travelling)

SUBJECT Consumer Price Index

This morning at 8:30 a.m. the Department of Labor will
release the Consumer Price Index for May.

The CPI in May was 0.2 percent above its level in April.
At a compound annual rate the CPI rose 3.6 percent over the
last three months and 4.2 percent over the last 12 months.

The May CPI report confirms the picture of well-controlled
inflation indicated by the recent reports on the Producer Price

Index for May and the flash report on the GNP price deflator in
the second quarter,



THE CHAIRMAN OF THE
COUNCHL OF ECONOMIC ADVISERS

WASHINGTON

June 22, 1984

MEMORANDUM FOR THE WHITE HOUSE SENIOR STAFF

FRM : William Poole (U .(?,
(Martin Feldstein is travelling)

SUBJECT: Advance Durable Orders for May

This morning at 8:30 a.m. the Department of Commerce will
release its Advanced Report on Durable Goods Manufacturers'
Shipments and Orders for May.

Durable goods orders in May rose 3.3 percent from April,
reversing much of the April decline from March. Durable goods
shipments rose 2.6 percent in May.

Durable goods orders other than defense rose 4.3 percent
in May indicating that the May increase in total orders was not
due to the volatile defense goods component.

Durable goods orders often fluctuate from month to month,
and the Advance Report is subject to considerable revision.
Subject to these qualifications, the May orders data suggest
that the economic expansion is continuing at a healthy pace,.



THE CHAIRMAN CF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

June 20, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FROM : MARTIN FELDSTEIN
(Dictated while traveling)

SUBJECT: GNP in the First and Second Quarters

This morning at 8:30 a.m. the Commerce Department will
release revised figures of the GNP in the first quarter and
the preliminary flash estimates for the second quarter.

Real growth for the first quarter has been revised up to
an astounding 9.7 percent. Inflation (as measured by the GNP
deflator) in the first quarter has been revised up slightly
to 3.9 percent. A better measure of the pace of final demand
is the increase in final sales excluding the operation of the
Commodity Credit Corporation. This measure showed a rise of
4.9 percent, the same as in the final quarter of 1983.

The flash estimate for the second quarter is based on
preliminary figures and is subject to substantial revision.
It is nevertheless significant that the flash estimate
indicates real growth at 5.7 percent and inflation of only
2.8 percent. This is certainly an excellent performance for
the second quarter. Final sales excluding the operation of
the Commodity Credit Corporation rose a very strong 6.8
percent in the second quarter, up substantially from the rate
of the two previous quarters,

These figures should be greeted as very good news, but
the sharp rise of real demand and output in both quarters
will cause increased concern that the speed of recovery may
be too fast to be consistent with continued good inflation
performance. We should hope that real growth will slow
somewhat in the next two quarters before the pressure of
demand begins to raise inflation.



COUNTIL QT ECOMNOMICT ADVISILRES
Pn

MAS G TON. C 205C0

June 19, 1984

MEMORANDUM FOR THE WHITE HOUSE SENIOR STAFF

FROM : William Poole UJZﬂLQ_;TanJQL

(Martin Feldstein is traveling)

SUBJECT: Housing Starts and Building Permits in May

This morning at 8:30 a.m. the Department of Commerce will
release figures on housing starts and building permits in May.

Total housing starts in May were 1.782 million, down from
1.990 million in April. This series tends to be erratic; with
the exception of the 2.3 million starts in February, starts
have fluctuated in the 1.6 to 2.0 million range since the
middle of 1983.

Building permits in May were 1.623 million, down from
1.838 million in April.



JMCIL SV ECOMOMIC ADVISERS

UAS=INGTON 3 T 20500

. June 19, 1984

MEMORANDUM FOR THE WHITE HOUSE SENIOR STAFF

FRQM : William Poole PV f uwtk

(Martin Feldstein is traveling)

SUBJECT: Personal Income and Outlays in May

This morning at 8:30 a.m. the Department of Commerce will
release figures on personal income and outlays for May.

Personal income in current dollars rose by
May, while disposable income in current dollars
percent. Disposable income is now 10.6 percent
1983 1level.

Personal consumption expenditures, also in
dollars, rose 1.1 percent in May compared to an
1.6 percent increase in April. The saving rate

0.6 percent in
rose by 0.5
above its May

current
upward revised
in May was 5.2

percent, The saving rate has averaged 5,7 percent for the
firest five months of this year compared to 4.9 percent for all

of 1983.



THE CHAIRMAN OF THE
COUNCIL OF ECCNOMIC ADVISERS

WASHINGTON

May 22, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF
FROM: MARTIN FELDSTEIN ud

SUBJECT: Advance Durable Orders for April

This morning at 8:30 a.m. the Commerce Department will
release its preliminary estimate of durable goods orders in
April.

Orders for durable goods fell on a broad front, declining
6.4 percent between March and April. However, the decline was
concentrated in defense goods; without defense, the decline was
only 2.2 percent. This is a very volatile series and the
significance of a single month's decline is very limited.



THE WHITE HOUSE

WASHINGTON

June 7, 1984

MEMORANDUM FOR MARTIN FELDSTEIN

)
FROM: Larry Speake%;y/

o4
This morning's London Financial Times carried the following
story on its front page:

"Mr. Martin Feldstein, chairman of President
Reagan's council of economic advisers, said
yesterday that short-term U.S. interest rates

were likely to rise over the next six months.

His forecast contrasts sharply with the
reassuring outlook which the Reagan Administration
has been predicting prior to the London economic
summit which starts today..."

This has caused major repercussions from a press standpoint,
and is most certain to be raised between heads of state and
government at the President's meetings at the Economic Summit.

The President was asked about it by the press this morning
during a photo session with Prime Minister Nakasone. The
President's reply was:

"Possibly he's wrong. Well, as I've said, they
are volatile. There could be fluctuations. But

I believe that over the long-range they are coming
down." Reagan was asked if he still felt rates
would be coming down this summer, and he replied,
"I'm going to stick with that prediction."”

The content and timing could not be more ill-advised for the

President, the Administration, and the U.S. Government during
these critical meetings with our Allies.

cc: James Bakerv//



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

May 22, 1984

MEMORANDUM FOR WHITE HOUSE SENIO STAFF
FROM: MARTIN FELDSTEIN \\

SUBJECT: Consumer Price Index

This morning at 8:30 a.m. the Department of Commerce will
release the Consumer Price Index for April.

Inflation continues to creep up slowly. The price increase
between March and April was 0.5 percent, or an annual rate of
increase of 5.6 percent. The rise since last April has been 4.5
percent.

A sharp increase in energy prices (0.7 percent) contributed
to this month's performance but even without energy the price
index rose 0.4 percent,

I think this shows the importance of remaining careful not
to allow demand to increase too rapidly in the months ahead.



THE CHAIRMAN OF THE
COUNCIL OF ZCONOMIC ADVISERS

WASHINGTON

May 18, 1984

MEMORANDUM FOR THE WHITE HOUSE SENIOR STAFF

FROM : Martin Feldstein
(dictated while travelling)

SUBJECT: First Quarter GNP Revisions

This morning at 8:30 a.m. the Commerce Department will
release the second revision of its estimate of GNP growth
for the first quarter.

The Commerce Department now estimates that real GNP
grew at an annual rate of 8.8 percent in the first quarter,
up from their previous estimate of 8.3 percent. The
Commerce estimate of growth in final sales was revised down
from 3.6 percent to 3.2 percent. This indicates that
increases in inventories absorbed much of the growth in GNP,

Inflation, as measured by the GNP deflator, was revised
down from 4.1 percent to 3.7 percent.



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTCN

May 16, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FROM : Martin Feldstein
(dictated while travelling)

SUBJECT: Housing Starts in April

This morning at 8:30 a.m. the Commerce Department will
release figures on housing starts in April.

Housing starts in April rose to an annual rate of 1.96
million, an increase of over 19 percent from March. Housing
permits remained almost constant at 1.7 million units. This
sector of the economy shows little evidence of slowing down.



THE CHAIRMAN OF THE
CCUNCIL OF ECONOMIC ADVISERS

WASHINGTON

May 15, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FRQM : MARTIN FELDSTEIN
(Dictated while traveling)

SUBJECT: Industrial Production

This morning at 9:30 a.m. the Federal Reserve Board will
release industrial production figures for April.

Total industrial production rose by 1.4 percent between
March and April, the biggest monthly rise since January. (Note
that this is a one month rise and corresponds to an annual rate

of almost 18 percent.) All major categories of industrial
production expanded at similar rates.

These figures confirm the evidence that you have already
seen in the April figures for employment and retail sales that
the economy continued to expand at a rapid rate in April.



THZ CHAIRMAN OF THE
COUNCIL OF ECONOCMIC ADVISERS

WASHINGTON

May 11, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FRQM : MARTIN FELDSTEIN
(Dictated while travelingj

SUBJECT: Producer Prices and Advanced Retail Sales

This morning at 8:30 a.m. the Department of Labor will
release the Producer Price Index for April. The news is very
good. There was no change at all in the level of prices for
finished goods. Food prices declined 0.6 percent and energy
prices rose 0.7 percent., With food and energy excluded, the
price index rose only 0.1 percent.

In a separate release at 8:30 a.m. the Commerce Department
will announce its preliminary estimates of retail sales in
April. The news here is also very good. Retail sales rose a
strong 2.9 percent, more than offsetting the decline of 2.0
percent that occurred between February and March. Durable
goods also rose 5.2 percent, nearly offsetting the 5.3 percent
decline that occurred last month. The sales of nondurable
goods rose by 1,7 percent.

Both of tomorrow's releases confirm that the economy is
proceeding on the type of path that we would like with solid
expansion of economic activity and with essentially stable
prices.
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THE CHAIRMAN OF THE 6gs MAY -8 P S 21

COUNCIL OF ECONOMIC ADVISERS
WASHINGTON

May 8, 1984

-~

Dear Mr. President:

As 1 told you when you first asked me to serve as Chairman of
the Council of Economic Advisers, Harvard University has an
absolutely inflexible rule 1imiting leaves of absence to two
years. In order to have adequate time to prepare for my
teaching before the September term begins, I would like to
Teave my pasitiom on July T0th. By that date I will have
completed my work for the midsession budget review. ’

Although I look forward to my return to research and teaching,
I am very sorry that I cannot stayAfor another year to work
with you on your post-election economic program. I would be
pleased to help you and my successor and other members of the
Administration tn any way that I can. ‘

It has been a great honor for me to serve as Chairman of your
Council of Economic Advisers and a great pleasure to be able

to work closely with you.. In the past three years, you have
changed the course of America's economic history. Inflation

is down sharply and monetary policy is following a course ‘
that should prevent a return to increasing inflation. The S
reduction in government domestic spending that you have achieved
distinguishes your Administration from any that has come before.
The 1981 Tax Act not only reduced high distortionary tax rates

but specifically strengthened incentives for saving and investment.

A11 of these accomplishments reflect your personal vision of a
good society: low inflation, a less intrusive government, less
burdensome taxation, and maximum scope for the potential contri-
bution of the free ‘market. I am proud to have been associated
with you in your pursuit of these economic goals.

I know that the achievements of your first term will be preserved
_and extended in your next four years. Thank you for giving me
“the opportunity to work with you and thank you for all that you
are doing for our country.

Sincerely,

WMadaw

Martin Feldstein

The President
The White House e
Washington, DC



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

April 18, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF
FROM: MARTIN FELDSTEIN “L£}

SUBJECT: Personal Income and Odt]ays for March

This morning at 8:30 a.m. the Commerce Department will
release information on personal income and outlays for
March.

The March figures show that the expansion is indeed continuing
at a desirably moderate pace. Personal income rose 0.5 percent
between February and March, down from the 0.7 percent increase
in February. Personal consumption expenditures rose 0.4 percent
in March, after falling 1.0 percent in February and rising

1.8 percent in January. The rise in personal consumption
expenditures does not have any adjustment for inflation.
Presumably, when the price deflator becomes available, we

will see that the real increase in personal consumption
expenditures was lower than 0.4 percent. 1 expect that
consumer spending will rise at a more rapid rate during the
rest of the year but not so rapid that it creates serious
problems for inflation.



April 6, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF
!
FROM: MARTIN FELDSTEIN Vt

SUBJECT: Employment and Unemplioyment for March

This morning at 8:30 a.m. the Department of Labor will
release the employment and unemployment figures for March.

There was no change in the unemployment rate between February
and March. The unemployment rate for all workers remained at
7.7 percent and for all civilian workers at 7.8 percant.

The number of people looking fer work and the number of people
employed both increased. There was a rise of 248,000 peopie
at work according to the household survey. This brings the
rise in employment to 5.1 miilion since the upturn began.

This is the first month in which we have passed the 5 million
mark.

I think the financial markets will regard the employment
figures as an indication that the rapid pace of recovery nhas
slowed to a more manageable leveil.



THE CHAIRMAN OF THEZ
COUNCIL OF ZCONOMIC ADVISERS

WASHINGTON

March 29, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FROM: MARTIN FELDSTEIN M

SUBJECT: Leading Indicators for February

This morning at 9:30 a.m. the Department of Commerce will
release leading indicators for February. -

The indicators continue to point to-expansion. The Index of
Leading Indicators rose 0.7 percent between January and
February, with five of the components increasing, four
decreasing, and one remaining unchanged.

The Commerce Department has also revised the previous decline
in November 1983 to an "unchanged" for that month. That means.
that the Index of Leading Indicators has not declined since
August 1982, a very impressive record.

The Index of Coincident -Indicators rose 0.9 percent between
January and February, showing that .the recovery in the first
quarter has indeed been progressing at a strong -pace.




THZ THAIRMAN OF THEZ

CTOUNCIL CF ZCOMOMIC ADVISZRS3

WASHIMGTON

March 29, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF

FROM: MARTIN FELDSTEIN \!\&

SUBJECT: Housing Sales for February

This morning at 10:00 a.m. the Department of Commerce
will release figures on the number of new one-family homes
sold in February.

The figures show continued improvement. 721,000 houses were
sold in February (at-.a seasonally adjusted annual rate), up
8 percent from January's 669,000 rate. The February Tlevel
is 22 percent above the level of a year ago.

The continued increase in sales should help to sustain the
recent increase in housing starts.



March 22, 1984

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF
FROM: MARTIN FELDSTEIN
SUBJECT: Durable Goods Orders for February

This morning at 8:30 a.m. the Commerce Department will
release advance information on durable goods orders for
February.

These preliminary estimates of new orders for durables are
very volatile. It is therefore not a cause for concern that
there was a slight decline between January and February.
Even with this decline the February figures are well above
those of December. Moreover, the financial markets will be
relieved to see some evidence of a slowdown.

More specifically, total durable orders fell by 1.2 percent
between January and February after rising by 2.8 percent
between December and January. Nondefense orders for durable
goods fell by 1.6 percent between January and February after
rising by 5.5 percent between December and January.

The level of durable goods shipments is essentially unchanged.
Shipments are still running below the level of new orders,
indicating that firms are developing bigger order backlogs.

The increase in order backlogs is an indication that production
and employment will continue to rise in the months ahead.









THE THAIRMAN OF THI
COUNCIL OF SCONOMIC ADVISERS

‘WASHINGTON

March 20, 1984

MEMORANDM FOR WHITE HOUSE SENIOR STAFF

FROM : Martin Feldstein \Aé;L

SUBJECT: GNP Flash

This morning at 8:30 the Commerce Department will
release the "flash" estimate of GNP growth in the first
quarter. Revised figures for the fourth quarter of 1983 will
also be released.

The figures show continued strength in the economy.
Real GNP is estimated to be rising at a rate of 7.2 percent in
the current quarter. 1In only 1 of the 7 previous postwar
recoveries did the second year start off this strong.

The rate of inflation is up to 4.4 percent, still very
good and below our estimate of 5 percent for the year as a
whole.

The revisions for the fourth quarter are quite small:
real GNP growth is revised up from 4.9 percent to 5.0 percent
and the GNP inflator is revised down from 4.2 percent to 3.9
percent.

In addition to those numbers, there are other important
figures that give an indication of the pace of activity but
that are not released publicly by the Commerce Department.
The most interesting of these measures of activity is labeled
"final sales, excluding the Commodity Credit Corporation."
This is equivalent to GNP except for (1) additions to
inventories and (2) sales by farmers to the CCC. This number
is thus a good measure of demand by households, businesses,
and ordinary government agencies. It was originally reported
as rising at a 5.8 percent rate in the fourth quarter of
1983. That has now been revised to a 4.9 percent rate. The
same 4.9 percent rate is now estimated for the first quarter
of this year.

The "final sales excluding CCC" is important because it
shows that the economy is not heating up as fast as the 7.2
percent GNP rise might imply.

It's important to remember also that the "flash" is a
very preliminary number that can be revised substantially if
March is not like January and February.






















































