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Restocking lifts
economic growth

Inventory buildup in 3rd quarter suggests
businesses overestimated customer demand
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WASHINGTON — The US.
economy e ded ata 2.8 per-
cent annual rate from July
through Septembet, & aur}ma-
ing acceleration ahead of the
16-day partial government
shutdown.
strength came from & buildup
in company stockpiling.
~ Home construction also
~ rose, and state and local goy-
ernments spent at their fastest
pace in four years. But busi-
nesses spent less on equip:
ment, federal spending fell and
consumers spent at a slower
pace. All are cautionary signs
for the final three months of
the year. '
Overall, growthincreasedin
the third quarter [rom a
2.5 percent annual rate in the
- April-June period to the fastest
pace in a year, the Commerce

But much of the

De; t said Thursday.
e third-guarter growth
was nearly a }ull percentage
point stronger than most econ-
omists had predicted. Analysts

‘noted that much of the unfore-

seen strength came from”a
buildup in company mven-
tories, That suggests that busi-
nesses gverestimated consum-
erdemand. =~
~ Sal Guatieri, an economistat
BMO Capital Markets, predicts
that companies will cut back on
restocking in the October-De-
cember guarter. He thinks less
stockpiling, along with the ef-
fects of the shutdown, will slow
growth fo an annual rate below
2 percent this quarter.
Consumer spending weak-
ened to & 1.5 percent amnual
growth rate from a 1.8 percent
rate in the previous quarter. It
was slowed by flat spending on
services:; This category in-
cludes everything outside

manufacturing and makes up

-about two-thirds of all pur-

chases. One reason was a steep
drop in utility spending, possi-
unseasonably

‘bly because of an

cool summer.
By contrast, consumer
spending on goods surged ata

4 3percent annual rate, the

fastest in a year and.a half. The
gain was led by 7.8 percent an-
nual growth in spending on au-
tos and other long-lasting man-
ufactured goods.

Overall government activ-
ity grew at a slight (.2 percent
rate, reflecting & 1.5 percent
rise in state and local govern-
ment spending — the best
showing since the spring of
2009.

Analysts say the shutdown
could eut more than half a per-
centage point from annual
growth in the October-Decem-
ber quarter.

The shutdown cost the U.S.
economy an estimated $24 bil-
lion, according to Beth Ann Bo-
vino, an economist at Standard
& Poor’s.




