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NEW YORK. - Moderale iucome
growth of 0.6% 4nd  spending incrense
of 0.3% in Masch provided the lutest
evidence that a rpovery is under way.

Murch's advishee in persons! income
followed u healthy 19 rise in Yebruary
and a decline off0.2% in Junuary. The
Commerce Depdrient gaid yesterday
that as of jast mpnth, incomes totaled a
seusonully adjushud annwil rote of $4.99
trillion.

The increase i'id. persanal consumption
expenditures wigs much slimmer (han
February's 0.8%) risc ar January's 1.1%
gam. Lven so, [personal consumption
expendijures tofaled & scasonully ad-
justed $4.04 trillion in the frst hree
months of the yenr,

With incomds rising [laster than
spending in Maleh, the nation’s suving
rute sncreased flom 4.5% of income in
Februury to 5.3% of income in March,

Although Majfch's income and spend-
ing guins were foreshadowed by Tues.
day's gross ddmestic product dala,
economists notetl thut there was signifi-
cunt new infofmation in yesterday's
repost.

Spending onj services, which com-
prises the Iiu‘#bsl past of consumer

expenditures, rase 0.8% It March, after
tsing 0.6% in February and 0.4% In
Februury.

Adjusted for inflation, real service
expenditures plined 0.4% in Murch,
0.2% in Februaly and 0.1% in January.

By comparisdn, spending on durable
goods fell 0.3% in March, or 0.5%

adjusted for inflation, ufler rising 1.7% -

in February, or |.2% inflation-adjusted.
Expenditures fdr nondurables (ell 0.5%
in March, or 1.0% adjusted for iufla-
tion, afier risingg 0.7% In February or
0.3% inflaton-gdjusted.

*1 was encoraged that (while) con-
sumplion of dyrubles and nondurables
was weak in March, the service scclor
picked up the filack. In terms of con-
sumer spcndinﬁ March was not as bad a
month as we ¢
Nancy Kimmelhnan, chief cconomist at
Technical Datal Corp. in Hoston, a unit
of Thomszon Viganchd Services.

“The othet ithposlant point is thal we
clearly seo new that the frend i
peesonal incomg is up, which is another
piece of inforsation muking it pretty
clear thul rccpvery hos bhegun,” she
added.

ught it would be,” said .
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March Personal Income Up 0.6%
While Consumption Rose By 0.3%

For the first quarier ag # whole, real
consumer spending rose sl 5,.3% annual
vate. Indecd, it was this brisk rise in
consumer putehases that helped ofisel 4
steep $26 Dillion in businesy inventories
and contributed (o the ¢conomy's 2%
growih In the first gqharter,

Looking ahead ta the secomd quarier,
‘economists ngree that lurther grawih
will depend on incrensed employment,

- which in iy would fuel inconic and
spending,

“We ap¢ sceing some decent growth in
income, parlicularly in Pebruury and
March, that add credence 10 the view
that Jannary was (he end of the reces-
sion,’ suid  Anthony Vignola, chiel
cconamist ul Kiddey, Pesbody & Co.
“The lutest datn show there was mose
buying power and spendable fuuds
available in the Jast two months.”

He predicted, "'We showld start to see
more employment growth in the second

quaster, which will then add to income
growth in the months shead."

Vignola ndded that the lutest figures
on income and spending make him even
mote confident i his estimate of 1.9%
rrawlh in the second guarter and 3.5%
in the third,

The more widespread view of an
nnenvic, il nol fallering, recovery rests
an {he expectution that employment
growth will not pick up sufficiently to
raise income,

“We're of the view that we will huve a

. subpur recovery in employment,” said
Pehorah Johnson, senior cconomist at
). Lawrence Inc, Like many other
economists, she cited the msny cor-

orale restructurings (hat have resulted
in permanent job cuthacks,

She said that (he brisker pace of
consumption in Junuary and February
was probably spurred in lorge part by
unseusonahly warm winter weather, For

“the second quarter, she predicted thal
consumpiion would siow to a modest
2% puce. ‘

On the other end of (he spectrum,
those who expeet the economy to
surpist its fist-quurier growth rise in
the sccond quarier and beyond argue
that invenlories have heen sn sorely
depleted that production must pick up
in the months nhead.

Wil the manofpcturing wotkweek
atready stretched 1o histogically high
levels and overtime howrs rising, eme
ployers will be forced 1o hire new
emplayees, they suy. ‘

“It's easy to debunk the jobs and
persanal  income argument,””  said
Campbell Harvey, ussociate professor of
finunce ot the [ruke University's Fogua
Bchool of Business,

“The bulk of spending thut drives the
recovery ohviously won't ¢ome from the
7.3% who are unemjployed, Tt will come
from hose who are coployed und
cirning incomes,” he said. “As for
personal income, that is something that
lugs u recovery you spend on (he
basls of your expected income, the guing
you expect 1o make ms the ecohomy
picksup”

The major component of incomes,
wages and snlaries, rosc 0.4% afiler an
increase of 1.2% in February, lncome
paing n both months were padded by
subsitlics 1o (anmers and more rapid
payments 1o veterans osdered by Presi-
dent Bush. Escluding these factors,
personigl income rose 0.5% in March
und 0.7% in Fehruary.

Feonomists frequently focus on real
disposnble personal income, thut is,
peisonal income after (axes und infln-
tion, for u more precise gauge of
consumers' spending potential.

For the fiest guarter us a whole, real
disposable income roge at & 3% annual
rate, the largest increase since the first
quarter of 1990, Jn the fourth quarter of
1991, i gained a mere 0.9%, after
increasing fust 0.3% tn 1he third quatler
and 2.6% in the second, It fell 1.7% in
the first quurter of 1991 und dropped
2% in the fourth quarter of 1990,

Some ecconomists said the increase
could help account (or the improvement
in consumer conflidence seen so far this
year, a5 well s to the gaing in spending.

‘Those predicting relatively heaithy
growlh in the economy are pinning their
hopes on a pickup in awto production,
Kidder's Vignola, fos instance, noted

that the ¥ord Motor Co. said it witl be .

operating sl more than 100% cupacity
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in the second quarter, which should

haost employment,

1n addition, he said adto inventorics
are running at sbout 750,000 units at an
annual rate, far Jower [than the 1.1
million upit inventory low hit in the
19K1-82 reccssion. Thut syggests there is
ample room for a pickuy in autput, he
said,




