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Fed leaves rates alone: 3.5% fourth-quarter
growth comes despite slump in housing market.

By MICHAEL E. KANELL
mkanell@ajc.com
The ’é;:onomy plowed

through the lagging housing
market like a ship through
choppy seas during the
fourth quarter, racking up
surprisingly solid 3.5 percent
growth, the government re-
ported Wednesday.

With home buying slug-
gish, residential construc-
tion spending plunged at a
19.2 percent rate during the
quarter, while commercial

construction slipped, too.
Yet the economy got a stron-
ger-than-expected  push
from consumers, govern-
ment and exports.

What was not a surpnse

was the reaction at the Fed- -

eral Reserve.

With growth decent but
not overheated and core
inflation —' excluding food
and energy — at 2.1 percent
only slightly above the Fed’s
comfort zone, the central
bank’s elite committee voted
unanimously to leave short-

term interest rates right
where they are,

At least for now, Wednes-
day’s report from the Bu-

" reau of Economic Analysis

seemed to vindicate the
Fed’s long insistence that
the economy does not need
lower rates to expand.
Despite a weak spot in
late summer ~ and fears of
housing’s drag — gross do-

-mestic product expanded by
‘3.4 percent during the year,

the bureaureported.

“What you are seeing is
that the economy is very
broad — there isn’t just one
sector driving the econo-
my” said Owen Malcolm,

vice president of Sanders
Financial Management in
Norcross. “It was a great
report — there’s almost no
negative toit.”

While the GDP data are

- subject to revision, the initial

report showed strong tail-
winds pushing toward faster
growth:

» Consumption grew at a
4.4 percent rate. That alone
accounted for more than half
of economic growth during
the quarter, said Dean Baker,
co-director of the Center
for Economic and .Policy
Research.
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