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. Far . from heraldilig- another

recession, the: ‘economy’s. first

" contraction in three. years, last

quarter sets the stagefor stronger
growth ahead, economists say. . i,
Fueling the optimism ‘is that

201Q1 .

the first-quarter decline. was'al-

most entirely due to slower stock-
piling by busmesses, a volatile

- measure, and harsh weather.

“A sharp reversal is.in. the. off-
ing,” says economist Tom Poreelli

| of RBC Capital Markets.

In the first three mohths of

2014, the nation’s gross domeéstic
product fell 4t a 1% anmnal rate,

vs. the 0.1% increase first estimat-
ed, the Commerce Department
said- Th_ursday.- ‘Economists . ex-
pected the report to show & half-
percentage-point drop- compared
with the fourth quarter. - .

Theé weak showing marked the

economy’s first conitraction since -

the first quarter of 2011
But if not for the unusually

slow inventory-building by firms,

the economy would have grown.
06% '

Compames aggresswely re-
)lemshed stocks late last year,

md -some. deéline in the- first.

juarter was expected. But Jim
YSiillivan, -chiéf US. economist
»f High Frequency TEconomiics,
velieves adverse weather halted
factory 'production even more
than it crimped sales, furtherlim-
iting additions to inventories,
,Economists, in turn, expect
manufacturers and retailers to
catch up in the current quarter
and replenish inventories more
than previously estimated as

. Adverse . wmter weather also .
contnbuted to the coniracting

economy. Non-residential - con-
struction plunged 7.5%, vs. the

0.2% gain initially estimated, And

state and " local government
- spending fell L8%, vs. an initial

estimate of 1.3%. Snow likely. |
pushed some act1v1ty to the cur- -

rent quarter.

"On,_ the pright suie, consume1 "
spending’ rose 3.1%, And while

business equipment spending fell
. 8.1%, the initial report showed a

5.5% drop.

sales pick up. Porcelli-hag raised

ais second-quarter -growth esti-
nate to 3.5% from 2:8%. -

Paul Ashworth of Capltal Eco

nomics wrote off the weak ¢uar--
ter as a bump in the road to a
faster recovery, citing 288,000 job. -
gains last month, “Those num--

bers point to a recovery gathermg
some’ rea} momentum at last.”
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- w&%enﬁ ECONOMY FELL - AND ROSE

- The U. S economy shrank 1% in the first quarter, - -
largely bectuse of declines in these categories. &E
How much each contributed in percentage polnts I
at onnuql rqtes ' , . o
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b Busmess
Investmient fell,”
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» The volue of
exportsminus -
imports. o

Non-nﬁslnmrmi.‘ '
FIXED |szsmem

construction -
“woas flat.

Wlthout hea Ithy growth in consumer spending, the-
economy would have shrunk: aven more last quarter,
How much-cverall consumer spending and these

subcategories cantributed iny percentoge pomts at
unnual rates: -
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