
































cent in the second quarter of 2000, up from 1.2 per cent in the first
quarter, {chart 5). The main contributors were the continuing strong
grawth in private consumption (a contribution of 0.5 per cent fo GDP)
and investment (a contribution of 0.7 per cent to GDP). The second
quarter aiso saw a return to positive stockbuilding, following the destocking
in the first quarter. The US frade balance continued to deteriorate
subsiantialty, with the growth in the contribution of exports remaining low
in the second quarter, while the contribution ofimports continues to grow
steadily. The strong economy continues to cause concern in the Federal
Reserve, and in May they raised interest rates by 0.5 percentage points
toreach 6.5 per cent.
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Industrial preduction grew by 1.7 per cent in fhe second quarter of
2000, up marginally from 1.6 per centin the first quarter, This represents
substantially higher quarterly growth than was seen in 1999, when the
series recorded growth of 1.2 per cent for three of the four quarters.
Monthly data shows that this rise was driven by relatively strong January
and March figures, with another strong rise in April 2000 and slightly
lower growth in May and June. This is partially reflected by the monthly
capital utliisation figures, which showed a rise into April but has remained
unchanged since then. However, this contrasts with the value of new
manufacturing orders, which feil sharply into April 2000 but then picked
up again into May.

Retail sales had been growing at a frantic pace towards the end of 1999,
but no new volume data has been provided by the OECD since January
2000. The value data shows that quarterly growth was strong in quarter
one but then fell sharply in quarter two, Annual growth also fell into
quarier two, although it remains very strong. Deflating the value index
by the consumer price index gives a crude volume measure, this shows
that like with the value index, annual growth rose info the first quarter but
fell into the second, quarterly growth alsc fell sharply in quarter two
2000. Corresponding to this, consumer confidence rose strongly into
quarter one but then fell slightly inte quarter two. Analysts continue to

worry about the effect of the high level of consumer credit on the economy,
commercial bank loans grew by 10.5 per cent in the year to quarer two
2000, up from 7.6 per cent in quarter one,

As with a number of other countries, US annual consumer price inflation
has been volatile over recent months. Following a 0.8 per cent faliinto
April, the rate then rose by 0.7 pes centinto June to reach 3.7 per cent.
The previous fall had mainly reflected a rise in the index in April 1929
rather than recent movements. The recent rise represents an increase
in the inflation rate for fue! and electricity, from 4.7 per cent where it had
been for the three months to May, to reach 8.6 per centin June 2000.
Following a brief return to positive inflation rates in May, durabie goods
inflation fell back to -0.2 per centin June 2000, Annual food prica inflation
remained at 2.3 per centin June 2000. Annual producer price inflation
fose to 4.3 per centin June after two months at 3.9 per cent. The 62.8
per cent annual growth in the price of refined petroleum products is
clearly driving these figures.

Annual growth of earnings rose in the first two months of the year to
reach 4.5 per cent, It then fell for the next three months toreach 2.7 per
centin May. Mowever, growth picked up again in June, reaching 3.6 per
cent. Annual growth was 4.3 per cent for the first quarter. The pattern
suggests that payments relating to the millennium may be the cause of
the higher figures in January and February, rather than the effectof a
tightening labour market. At the same time, annual employment growth
fell sharply into May 2000, down 0.9 percentage points to 1.2 per cent,
although it picked up marginally in June fo reach 1.3 per cent
Correspending to this, the unemploymentrate fell skightly ta 4.0 per cent
in June, from 4.1 per cent in May. The unemployment rate of 3.9 per
cent recorded in April 2000 had represented the lowest unemployment
rate seen since January 1970,

Canada

Canadian GDP grew by 1.2 per cent in the first quarter of 2000, the
same as in the previous quarter, Like the US, the strong growth was
seen in consumption and investment, although unlike the US, Canadian
growth benefited from a significant fall in the negative contribution of
imparts and a very strong export performance, a reversal of the previous
quarter, (chart 8). Correspanding to this, tha Canadian balance of
payments moved info a pesition of a considerable surplus in quarter one
2000. Given the close proximity to the US it seems likely that a sizeable
proportion of this export growth is going to the US, which is currently
sucking in imports to satisfy internal demand. At an annual rate the
Canadian economy grew by 4.9 per cent, again the same as in quarter
four, but down on the growth of 5.2 per cent recorded in quarter three of
1948,

Canadian industrial production grew by 1.3 per cent in the first quarter








































































