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Special in this issue

13 Alternative Measures of Personal Saving

The two-decade downtrend in the NIPA measure of the personal saving
rate has raised questions about the adequacy of savings to fund capital
accumulation or the retirement of the baby boom generation. To provide
background for addressing these questions, alternative measures of
personal saving are presented that exclude defined-benefit pension plans,
treat consumer durable goods as investment, remove the effects of
inflation from nominal interest income and outlays, or remove capital
gains taxes from personal tax payments. In addition, concerns about the
funding of capital accumulation should be viewed within the broader
context of national saving, which includes saving by the business and
government sectors as well as the household sector. Concerns about
retirement preparedness should be viewed within the broader context of
household wealth.

Regular features

1 Business Situation: Final Estimates for the Fourth Quarter of
2001

Real GDP increased 1.7 percent in the fourth quarter of 2001, according to
the “final” estimate; the “preliminary” estimate issued last month had
shown a 1.3-percent increase. The upward revision was largely attributable
to an upward revision to exports and a downward revision to imports
(which are subtracted in calculating GDP). Corporate profits increased
$125.0 billion (17.9 percent at a quarterly rate) in the fourth quarter after
decreasing $62.8 billion (—8.3 percent) in the third. The fiscal position of
the Federal Government shifted to a current surplus of $97.4 billion from a
current deficit of $13.6 billion, and the State and local government current
surplus increased to $24.8 billion from $1.9 billion.

29 U.S. International Transactions, Fourth Quarter and Year 2001

In the fourth quarter of 2001, the U.S. current-account deficit edged up
$0.3 billion, to $98.8 billion. Decreases in the deficit on goods and the
deficit on income were offset by a decrease in the surplus on services and
an increase in net outflows for unilateral current transfers. In the financial
account, net recorded inflows increased $117.0 billion, to $157.3 billion, as

— Continued on the next page —
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financial inflows for foreign-owned assets in the United States increased
more than financial-outflows for U.S.-owned assets abroad.

In the year 2001, the U.S. current-account deficit decreased $27.2 billion,
to $417.4 biltion, Most of the decrease was accounted for by a decrease in
the deficit on goods, but an increase in the surplus on services and a
decrease in net outflows for unilateral transfers also contributed. In
contrast, the deficit on income increased. In the financial account, net
recorded financial inflows increased $12.6 billion, to $455.9 billion.
Financial outflows for U.S.-owned assets abroad decreased more than
financial inflows for foreign-owned assets in the United States.

Reports and statistics

11 Real Inventories, Sales, and Inventory-Sales Ratios for Manufac-
turing and Trade, 2001:1V

25 An Ownership-Based Framework of the U.S. Current Account,
1989-99

D—-1 BEA Current and Historical Data

Inside back cover: Getting BEA’s Estimates
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Business Situation

Final Estimates for the Fourth Quarter of 2001

ACCORDING to the “final” estimates of the national
income and product accounts (NIPAs), the
fourth-quarter 2001 rebound in real gross domestic
product (GDP) and in real final sales of domestic
product was somewhat more vigorous than was re-
ported last month in the “preliminary” estimates. Real
GDP is now estimated to have increased 1.7 percent in
the fourth quarter, 0.3 percentage point more than in
the preliminary estimates, and real final sales is esti-
mated to have increased 3.8 percent, 0.2 percentage
point more than in the preliminary estimates (table 1
and chart 1)." The source data underlying these and
other revisions to the NIPA’s are discussed in the sec-
tion “Revisions.”

The final and preliminary estimates paint pictures

1. Quarterly estimates in the NIPA’s are expressed at seasonally adjusted
annual rates. Quarter-to-quarter dollar changes are the differences between
the published estimates. Quarter-to-quarter percent changes are annualized
and are calculated from unrounded data unless otherwise specified.

Real estimates are calculated using a chain-type Fisher formula with

of the economy that are similar in many important re-
spects. In both estimates,
oeThe increase in fourth-quarter GDP reflected
increases in consumer spending and in government
spending (table 2).2 Imports, which are subtracted
in the calculation of GDP, decreased.
eThe increase in GDP was damped by decreases in
inventory investment, fixed investment, and
exports.
e The upswing in GDP from the third quarter to the
fourth primarily reflected accelerations in con-
sumer spending and in government spending.

2. In the NIPA’s, consumer spending is shown as personal consumption
expenditures, government spending is shown as government consumption
expenditures and gross investment, and inventory investment is shown as
change in private inventories.

Table 1. Real Gross Domestic Product, Real Gross Domestic Purchases, and Real

Final Sales to Domestic Purchasers
[Seasonally adjusted at annual rates]

annual weights for all years and quarterly weights for all quarters; real esti- Billions of chained {1996} dollars b .
mates are expressed both as index numbers (1996=100) and as chained ; ercent change from
S . Change from precedin receding quarter
(1996) dollars. Price indexes (1996=100) are also calculated using a Level ang q(uartgrr ing preceaing q
chain-type Fisher formula.
2001 2001 2001
Daniel Larkins, Frederick von Batchelder, and Shelly v b e e ]
Smith prepared this article. Gross domestic product ............... 9,318.6| 30.6] 7.2|-31.3] 38.2)| 1.3| 03| -1.3] 1.7
Less: Exports of goods and services | 1,022.2] -3.4(-35.8| -56.1(-30.0{[-1.2}-11.9|-18.8|-10.9
Plus: Imports of goods and services | 1,434.91-19.9|-33.6 -51.8|-28.3|[-5.0| -8.4]-13.0| -7.5
CHART 1 '
) Equals: Gross domestic purchases |9,737.0 16.0| 10.0]-25.3| 41.9/( 0.7 0.4| -1.0] 1.7
H Less: Change in private inventories | —119.3(-69.9(-11.2 -23.6}-574[}....| o] o] v
Real Gross Domestic Product gempriv
Equals: Final sales to domestic
fercent PUIGNSELS ..o s 9.830.3( 76.7) 19.9) -6.2| 92.8)( 3.2| 0.8| -0.3( 3.9
Personal consumption
expenditures 6,540.3| 47.4| 39.9| 155]| 96.4(| 3.0] 25| 10] 61
8 Durable goods . .11.021.7| 23.0{ 157 2.1 81.5/|106] 7.0| 09| 394
Nondurable goods .11,8936] 1121 14| 26| 1161 24| 03| 06| 25
Services 3,658.2| 16.3| 247| 10.6{ 17.8/| 1.8| 28| 12| 20
Private fixed investment 16219 821-439|-24.8|-49.7({| 1.9| -9.7| -5.7[-114
Nonresidential 11,2450 -0.6({-53.0( -28.9|-47.0{|-0.2|-146| -8.5|-13.8
Structures ........ 124991 84| -94| -55|-269(1123(-12.2| -7.5/-33.6
Equipment and software ....... | 1,005.6[-11.6{-44.5| -23.8|-13.8|-4.1|-154| -8.8| -5.3
4 Residential ... 376.0| 76| 54| 22| -45|| 85| 59| 24| -46
Government consumption
expenditures and gross
5 INVESTMERt .....ooioiniereiinn 1,663.9] 206( 196 1.1] 39.8/f 53] 50| 03] 102
5748) 43 25] 49[153]| 32| 18| 36{ 114
3732 65 21| 29| 79/ 75f 23| 32| 90
Nondefense .. 20161 -2.2| 05| 20} 7.3||-43| 09 42| 160
g - State and local . 1,0884| 16.2| 169| -3.6| 24.6|| 64| 66| -1.3| 96
I Addendum: Final sales of domestic
‘ ‘ ‘ product. ... 9,440.9( 91.1| 17.04-12.3| 88.4{| 4.0{ 0.7| -0.5] 3.8
) I [ | i Lo | - - - —
Nore. Chained (1996) dollar series are calculated as the product of the chain-type quantity index and the 1996
: 1998 1999 2000 2001 current-doilar value of the corresponding series, divided by 100. Because the forrr?ulglor n?é chain-type quantity
Note.-Percant change at annual rate from preceding quarter; indexes uses weights ot more than one period, the corresponding chained-dollar estimates usually are not addi-
' baset on seasonally adusted estimates, tive. Chained (1996} dollar levels and residuals, which measure the extent of nonadditivity in each table, are
e T e : shown in NiPA tables 1.2, 1.4, and 1.6. Percent changes are calculated from unrounded data. Percent changes in
U8, Bureny of Economic Analysls major aggregates are shown in NIPA table S.1. (See “Selected NIPA Tables,” which begins on page D=2 in this

issue.}
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Business Situation

oThe strength in consumer spending was concen-
trated in durable goods, which registered its biggest
increase since the third quarter of 1986. Motor vehi-
cle purchases surged.

oeThe strength in government spending partly
reflected an upturn in State and local government
spending, which had decreased in the third quarter
as a result of a large sale of existing structures.> (The
impact of this rebound on GDP was offset by a cor-
responding reduction in private nonresidential
structures.)

eInventories were liquidated for the fourth consecu-
tive quarter. The pace of liquidation was almost
twice as fast as the already rapid pace of the third
quarter, and the ratio of real private inventories to

3. In the third quarter, the Port Authority of New York leased properties
at the World Trade Center to two private corporations. In the NIPA’, such a
transaction is treated as a sale of an existing asset. The transaction resulted
in a $12.8 billion decrease (in current dollars at an annual rate) in State and
local government gross investment and an offsetting increase of the same
amount in private net purchases of used structures.

Tahle 2. Contributions to Percent Change in Real Gross Domestic Product
[Seasonally adjusted at annuat rates]

2001
l N 11 [\
Percent change at annual rate:
Gross domestic product 13 03] -13 17
Percentage points at annual rates:

Personal consumption expenditures ............c.oevvevenns 2.05 172 067 414
Durable goods 083} 056) 0071 284
Nondurable goods 0491 006 o012 0.50
Services 073 1.10] 048} 080

Gross private domestic investment............cveeveenecenes -2.28| -218{ ~179] —4.12
Fixed investment 033] -1.74] -097] -1.96

Nonresidential -002]1 -199; -1.08| -1.75
Structures 039 -044) -026| -1.27
Equipment and SOftWare. ...........ecceecereeeenereenn -041{ -1.55] -0.82| -047

Residential 035 025/ 0.10] -0.21

Change in private inventories ~261| -042] -081| -2.16

Net exports of goods and services 063} -0.121 -027| -0.14

Exports ~013| -137{ -213{ -1.14
Goods -0.191 -145| -155| -0.72
Services 0.06{ 0.08| -058{ -042

Imports 0.76 1.25 1.86 1.00
Goods 087 1211 120| 040
Services -0.11] 005{ 066] 059

Government consumption expenditures and gross
investment 0921 087 005 176
Federal 0191 011] 021 0.66

National defense 028 009] 012} 034

Nondefense -0.09] 002{ 009} 032

State and local 073} 076] -0.16] 1.10

Noe. More detailed contributions to percent change in real gross domestic product are shown in
NIPA table 8.2. Contributions to gercent change in major components of real gross domestic product
are shown in tables 8.3 through 8.6.

.org/
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final sales fell from 2.22 to 2.16—a record low level
and the biggest quarter-to-quarter decrease since
19834

o The weakness in fixed investment was marked by

«a third consecutive decrease-in nonresidential
structures,

.a fifth consecutive decrease in nonresidential
equipment and software, and

«a decrease in residential investment after three
quarterly increases.

e Real gross domestic purchases increased 1.7 percent
after a third-quarter decrease of 1.0 percent.’

eThe price index for gross domestic purchases
increased after a third-quarter dip that reflected
insurance expenditures associated with the terrorist
attacks on September 11, ¢

e Real disposable personal income decreased about 8
percent after jumping more than 12 percent, and
the personal saving rate (measured as personal sav-
ing as a percentage of current-dollar disposable per-
sonal income) fell to 0.4 percent from 3.8 percent.
These sharp movements primarily reflected large
taxpayer refunds in the third quarter under the Eco-
nomic Growth and Tax Relief Reconciliation Act of
2001.

e Real final sales of computers increased about 30 per-
cent in the fourth quarter after decreasing in the
second and third quarters, and real motor vehicle
output increased for the third consecutive quarter.

4. Other real inventory-sales ratios reached their lowest levels since 1966
(see NIPA table 5.13B).

5. Gross domestic purchases is calculated as the sum of personal con-
sumption expenditures, gross private domestic investment, and govern-
ment consumption expenditures and gross investment; thus, gross
domestic purchases includes imports of goods and services, which are sub-
tracted in the calculation of GDP, and does not include exports of goods
and services, which are added in the calculation of GDP.

6. In the NIPA’, insurance expenditures are defined as premiums net of
benefits; thus, the large benefit payments associated with the September
11* attacks resulted in a reduction in the average net price of insurance. See
the box “The Terrorist Attacks of September 11 as Reflected in the
National Income and Product Accounts,” SUurvEy oF CURRENT BusiNEss 81
(November 2001): 2-3. Revised estimates were presented in the box
“Adjustments for the Terrorist Attacks,” Survey 81 (December 2001): 2.
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Revisions
The 0.3-percentage-point upward revision to real GDP
growth in the fourth quarter is the same as the average
revision (without regard to sign) from the preliminary
to the final estimates over- the past.20 years (table 3).

An upward revision to exports of services and a
downward revision to imports of services combined to
contribute 0.17 percentage point to the revision to real
GDP. The revisions mainly reflected the incorporation
of revised and newly available data from BEA’s interna-
tional transactions accounts.

An upward revision to consumer spending on ser-
vices contributed another 0.05 percentage point to real
GDP. The revision mainly reflected the incorporation
of newly available data on bank service charges for the
fourth quarter from the Federal Deposit Insurance
Corporation (FDIC).

Revisions to nonresidential structures and to equip-
ment and software each subtracted 0.04 percentage
point to the real GDP revision. The revision to struc-
tures reflected revised Census Bureau data on con-
struction put-in-place for November and December.
The revision to equipment and ‘software mainly. re-
flected the incorporation of more complete data on re-
ceipts from software company reports to the Securities
and Exchange Commission.

The price index for gross domestic purchases in-
creased 0.5 percent according to the final estimate; the
preliminary estimate had shown a 0.4-percent in-
crease. The small revision primarily reflected revisions
to prices of services purchased by consumers—specifi-
cally, the implicit price for imputed financial services
was revised up on the basis of newly available data
from the FDIC.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Table 3. Revisions to Change in Real Gross Domestic Product and Prices, Fourth
Quarter 2001
[Seasonally adjusted at annual rates)

Percent change from Final estimate minus

preceding quarter preliminary estimate
Billions of

Preliminary|  Final Percentage | chained

estimate | estimate points (1996)

. dollars
Gross domestic product............ceveeeevecreeenes 14 1.7 0.3 5.9
Less: Exports -12.2 ~109 13 38
Plus: imports -6.9 ~1.5 ~0.6 -23
Equals: Gross domestic purchases................. 1.7 1.7 0.0 1.0
Less: Change in private inventories................ e | e ] e 0.7
Equals: Final sales 1o domestic purchasers . 3.9 3.9 0.0 0.4

Personal consumption expenditures .................. 6.0 6.1 0.1 18
Durabie goods . 39.2 394 0.2 04
Nondurable goods ... rruerionsriecnionnns 24 25 0.1 03
Services 18 20 0.2 1.1

Private fixed investment ...........c.ccccoveeecercrnennae -11.0 -114 -04 -19
Nonresidential -13.1 -13.8 -0.7 -25

Structures -326 ~336 ~1.0 ~0.9
Equipment and software ...........ccooreemreeeer -4.8 -5.3 ~0.5 ~-13
Residential -5.0 ~4.6 04 0.3

Government consumption expenditures and
Qross iNVestment .........c.ccveveervenienns rvesireaninins 10.1 10.2 0.1 0.2
Federai . 116 114 -0.2 -0.2

National defense. 94 9.0 04 -0.3

Nondefense 15.7 16.0 0.3] 0.1

State and Jocal 94 9.6 0.2 04
Addendum:

Final sales of domestic product 3.6 38 02 53

Gross domestic purchases price index.... " 04 05 [V ¥

GDP price index -0.2 =01 01

Nore. The final estimates for the fourth quarter of 2001 incorporate the following revised or additional major
source data that were not available when the preliminary estimates were prepared.

Personal consumption expenditures: Retail sales for December (revised?, bank services data for the fourth
quarter, and international transactions accounts data on net foreign travel for the fourth quarter.

Nonresidential fixed investment: Construction put-in-place for November and December (revised) and manu-
facturers’ shipments of machinery and equipment for December (revised). v

Residential fixed investment: Gonstruction put-in-place for November and Decembér (revised) and sales of
new houses for October, November, and December (revised). . . X

Exports and imports of goods and services: International transactions accounts data for the third quarter
(revised) and the fourth quarter (new). o

Government consumption expenditures and gross investment: Construction put-in-glace for November and
December (revised), detailed data on Federal civilian employment for November and December (revised), and
detailed financial data for the fourth quarter from the Department of Defense. o i

Wages and salaries: Employment, average hourly earnings, and average weekly hours for December (revised).

GDP prices: Export and import prices for October through December ?revised , unit-value index for petroleum
imports for December (revised), data on imputed financial services from the Federal Deposit Insurance Corpora-
tion,-and prices of single-family houses under construction for the quarter (revised).

Gross National Product, next page



4 Business Situation

Gross National Product

Real gross national product (GNP) increased 2.6 per-
cent in the fourth quarter after decreasing 1.3 percent
in the third (table 4).” The increase in GNP was larger
than the increase in GDP because income receipts
from the rest of the world decreased less than income
payments to the rest of the world. The decrease in re-
ceipts was mainly accounted for by interest; the de-
crease in payments was about evenly split between
interest and profits.

“Command-basis” GNP—which measures the pur-
chasing power of goods and services produced by the
U.S. economy—increased 1.8 percent in the fourth
quarter {chart 2). The smaller increase in this measure
than in GNP reflects a deterioration in the terms of

7. GNP is a measure of goods and services produced by labor and prop-
erty supplied by U.S. residents. It is equal to GDP plus income receipts from
the rest of the world less income payments to the rest of the world.

Table 4. Relation of Real Gross Domestic Product, Real Gross National Product,

and Real Command-Basis Gross National Product
[Seasonally adjusted at annual rates]

Billions of chained (1996) dollars
Percent change from
Level Change from preceding quarter
preceding quarter
2001 2001 2001
v | 1l I v | 1] m \Y

Gross domestic product................. 9,348.6( 30.6| 7.2(-31.3| 38.2|{ 1.3| 03| -1.3]| 1.7
Plus: Income receipts from the rest

of the World.....cccorvorerrcrn 2704|-24.0{-30.7 | -23.4|-25.8/1-23.2(-30.7 |-26.3 | -30.6
Less: Income payments to the rest

of theworld ..o 255.0]-1061-29.5|-23.9|-46.8|-11.1|-29.3|-26.2|—49.0
Equals: Gross national product ...... 9,364.7( 17.4| 6.4|-30.6| 59.8/] 0.8 0.3 -1.3| 2.6
Less: Exports of goods and services

and income receipts from the rest

oftheworld............ooven. 1,290.3|-29.1|-68.2|-80.2 [-57.5|| -7.4|-17.0{-20.6 |-16.0
Plus: Command-basis exports of

goods and services and income

receipts from the rest of the

WOTld e 1,356.81-20.5|-54.4(-34.4|-76.1|| -5.2]|-13.6] -9.0|-19.6
Equals: Command-basis gross

national product................... 9,431.1] 26.1| 20.2| 15.2| 41.0{| 1.1 0.9| 0.6| 1.8
Addendum:

Terms of trade2.................... 105.1( 0.6 11| 3.5| -1.2|] 24] 44| 14.3| 4.4

1. Exports of goods and services and income receipts deflated by the implicit price deflator for imports of
goods and services and income payments. .
2. Ratio of the implicit price deflator for exports of goods and services and income receipts to the corre-

spondin
Note. %

implicit price deflator for imFons divided by 100.
ee note to table 1 for an exp

anation of chained (1996) dollar series. Levels of these series are shown

in NIPA tables 1.10 and 1.11.
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trade.® The terms of trade had improved sharply in the
third quarter.

The national saving rate—gross saving as a percent-
age of GNP—decreased to 16.6 percent, its lowest level
since the third quarter of 1994.

8. In the estimates of command-basis GNP, the current-dollar value of the
sum of exports of goods and services and income receipts is deflated by the
implicit price deflator (IPD) for the sum of imports of goods and services
and income payments.

The terms of trade is a measure of the relationship between the prices that
are received by U.S. producers for exports of goods and services and the
prices that are paid by U.S. purchasers for imports of goods and services. It
is measured by the following ratio, with the decimal point shifted two
places to the right: In the numerator, the IPD for the sum of exports of
goods and services and of income receipts; in the denominator, the IPD for
the sum of imports of goods and services and of income payments.

Changes in the terms of trade reflect the interaction of several factors,
including movements in exchange rates, changes in the composition of the
traded goods and services, and changes in producers’ profit margins. For
example, if the U.S. dollar depreciates against a foreign currency, a foreign
manufacturer may choose to absorb this cost by reducing the profit margin
on the product it sells to the United States, or it may choose to raise the
price of the product and risk a loss in market share.

CHART 2

Real Gross National Product
Percent

° Wl Real GNP
Real GNP on a command basis

. II|I|||||||||

@

>»

-

nN

p : i N T R B
ST 1999 2000 2001
Note-Percent change at annual rate from preceding quarter;

based on seasonally adjusted estimates.

U.S. Bureau of Economic Analysis
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Corporate Profits

Profits from current production—which excludes
non-operating items, such as special charges and capi-
tal gains and losses, and which is based on depreciation
of fixed assets ‘and inventory withdrawals valued at
current cost—increased 17.9 percent (quarterly rate)
in the fourth quarter of 2001 but was still 3.0 percent
below its year-earlier level (table 5).° In contrast, prof-
its before tax—which is based on inventory and depre-
ciation practices used in tax accounting—decreased
9.0 percent in the fourth quarter, and profits after tax
decreased 10.6 percent.

The difference between the current-production
measure and the tax-accounting measures primarily
reflects the effect of retroactive provisions of the Job
Creation and Worker Assistance Act of 2002, which al-
lowed increased depreciation, leading to lower profits
on a tax-accounting basis (see the box, page 6).

In both measures, the change from the third to the
fourth quarter reflected several special circumstances.
In the third quarter, profits of insurance companies

9. Profits from current production is estimated as the sum of profits
before tax, the inventory valuation adjustment, and the capital consump-
tion adjustment; it is shown in NIPA tables 1.9, 1.14, 1.16, and 6.16C (see
“Selected NIPA Tables,” which begins on page D-2 of this issue) as corpo-
rate profits with inventory valuation and capital consumption adjustments.

Percent changes in profits are shown at quarterly, not annual, rates.

Survey oF CURRENT BUSINESS

had been reduced about $40 billion by payments of
benefits in the wake of the September 11 terrorist at-
tacks, and airline profits had been increased $20 billion
by subsidies provided in the special airline bill passed
by Congress after the attacks. In both the third and the
fourth quarters, profits were reduced $9.0 billion (an-
nual rate) by settlement payments to the States by to-
bacco companies.

Large increases in profits from current production
were recorded by domestic nonfinancial corporations,
domestic financial corporations, and the rest-of-
the-world sector. For domestic nonfinancial corpora-
tions, the increase mainly reflected a rise in unit profits
(after five consecutive quarterly decreases), as unit
costs decreased more than unit prices. An increase in
the real output of domestic nonfinancial corporations
also boosted profits.!°

The increase in profits of domestic financial corpo-
rations partly reflected the rebound in insurance prof-
its.

The increase in profits from the rest of the world

10. “Output” here is nonfinancial corporate gross product. It is a measure
of the contribution, or value added, of nonfinancial corporations to the
Nation’s output and is measured as the sum of income generated by these
businesses.

Table 5. Corporate Profits
[Quarterly estimates seasonally adjusted]

Billions of dollars (annual rate) Percent change from preceding period*
Level Change from preceding period
2001 2001 2001
2001 2000 2001 2000 2001
v 1] v it v
Profits from current preduction 7671 822.0 51.21 ~109.3 ~62.8 125.9 6.2 -12.5 -8.3 179

Domestic industries 617.8 655.0 291 -121.8 —64.9 1041 41 -16.5 -10.5 18.9
Financial 167.3 1830 9.2 222 -29.3 46.9 5.1 -11.7 -17.7 345
Nonfinancial 4505 4720 19.8 -996 -356 57.2 37 -18.1 -79 138

Rest of the world 149.3 167.0 222 125 21 20.9 19.3 9.1 15 143
Receipts (inflows) 1908 182.2 31.6 -14.1 -8.1 -3.7| 18.2 -6.9 42 2.0
Payments (outflows) 415 15.2 9.4 -26.6 -10.2 —24.6 16.0 ~39.0 ~20.5 -61.7

VA 22 16.6 95 146 1.9 135 ] ] ] s

CCAdj 66.4 186.1 -83 23.0 ~16.9 17271 ] ] e s

Profits before tax 698.5 6194 69.1 -~146.9 -57.7 -61.2 89 -174 -7.8 -390

Profits tax fiabiity. 216.0 1941 185 -55.5 ~-23.1 ~10.8 7.3 -20.4 -10.1 -53

Profits after tax 4825 425.2 506 -914 -347 ~50.4 9.7 -15.9 6.8 -10.6
Profits from current production less tax liability ..............ccccoeernnn. 551.2 627.9 32.7 -53.8 -39.8 135.9 5.7 -8.9 -1.5 21.6
Cash flow from current production 9331 997.1 54.5 -19.3 135 78.5 6.1 =20 15 85
Domestic industry profits:

Corporate profits of domestic industries with IVA........cc.ccooeerennns 5514 468.9 375 -144.9 -47.9 -68.6 5.7 ~20. -8.2 -12.8
Financia 180.0 181.2 134 =244 -29.9 27.8 7.0 -12.0 -16.3 18.1
Nonfinancial 3714 2877 240 -1204 -18.0 -96.4 51 -24.5 -4.5 =251

Manufacturing 79.5 50.3 -85 =757 -94 =337 -5.2 ~48.7 -10.0 -40.1
Transportation and public ULHIHES .........c.veeorvcecrecrrecrsenseeenns 524 257 84 -150 -7.8 -29.1 142 -223 -12.5 ~53.1
Wholesale trade 404 4.9 6.7 -20.1 14 -35 12.5 ~333 334 -76
Retail trade 855 843 47 37 17 ~3.0 6.1 45 20 -35
Other 1138 85.5 127 -133 -139 =271 1.1 ~10.5 ~11.0 ~240
Dollars
Unit price, costs, and profits of nonfinancial corporations:

Unit price 1.062 1.061 0.026 0.019 0.007 00811 ] ] ]

Unit labor cost 0.713 0.709 0.020 0.028 0007{ -0.012

Unit nonlabor cost 0.262 0.262 0.007 0.01 0.008 -0.007

Unit profits from current production 0.086 0.090 -0.001 -0.021 -0.006 0.010[| ...

1. Quarterly percent changes are not annualized.
Note. Levels of these and other profits series are shown in NIPA tables 1.14, 1.16, 6.16C, and 7.15.
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1IVA Inventory valuation adjustment
CCAdj Capital consumption adjustment
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was more than accounted for by a sharp reduction in
outflows from domestic affiliates of foreign corpora-
tions.!!

Cash flow from current production, a profits-re-
lated measure of internally generated funds available
for investment, increased $78.5 billion after increasing

11. Profits from the rest of the world is calculated as (1) receipts by U.S.
residents of earnings from their foreign affiliates plus dividends received by
U.S. residents from unaffiliated foreign corporations minus (2) payments
by U.S. affiliates of earnings to their foreign parents plus dividends paid by
U.S, corporations to unaffiliated foreign residents. These estimates include
capital consumption adjustments (but not inventory valuation adjust-
ments) and are derived from BEA’s international transactions accounts.

April 2002

$13.5 billion."? The ratio of cash flow to nonresidential
fixed investment, an indicator of the share of the cur-
rent level of investment that could be financed by in-
ternally generated funds, increased from 74.6 percent
to 84.4 percent, its highest value since the second quar-
ter of 1997 and very close to its average level (84.0 per-
cent) during 1991-99.

Profits with inventory valuation adjustment. In
contrast to the sharp increase in profits from current

12. Cash flow from current production is undistributed profits with
inventory valuation and capital consumption adjustments plus the con-
sumption of fixed capital.

Estimates of corporate profits for the fourth quarter of
2001 reflect certain retroactive provisions of the Job Cre-
ation and Worker Assistance Act of 2002, which was
signed into law on March 9, 2002. The act includes the
following provisions that are related to depreciation and
to the carryback period for net operating losses:

+ An immediate writeoff of 30 percent is allowed on cer-
tain investments contracted for after September 10,
2001, and before September 11%, 2004;

+ Tax benefits retroactive to September 11 are included
for the area of New York City that was damaged in the
terrorist attacks; and

« For tax year 2002 and for tax year 2001, the period for
carrying back net operating losses is temporarily
extended from 2 years to 5 years.

These provisions increased the depreciation that corpo-
rations could claim in the fourth quarter by $146.5 bil-

Table A. Effects of the Job Creation and Worker Assistance
Act of 2002 on Selected Measures of Corporate Profits
[Seasonally adjusted at annual rates}

Billions of dollars Percent
1
Level Change change
2001:00 | 2001:0V | 20014V | 20014V

Profits before tax... 680.6 6194 -61.2 9.0

Tax effeCt™ .o | s ~146.5

Excluding tax eff 680.6 765.9 85.3 125
Tax liability.......... 204.9 194.1 -10.8 -5.3

Tax OffECE oot | esrereinas ~35.3

Excluding tax effect 204.9 229.4 245 120
Profits after tax...... 4756 4252 -50.4 -10.6

LY RN IR ~111.2

Excluding tax effect..... 475.6 536.4 60.8 128
Profits from current production 697.0 822.0 125.0 17.9

Tax effeC coomeercciescrisirricserecense | ecurienes 0.0

Excluding tax effect..... 697.0 822.0 125.0 17.9
Profits from current production less

tax liability 4921 627.9 135.8 276

Tax BffeCt” coovvvveiescirisssinsciimeins | e 35.

Excluding tax 4921 592.6 100.5 204

* Estimated impact of the retroactive provisions of the Job Creation and Worker Assis-
fance Act of 2002
1. Not at annuai rates.

Retroactive Provisions of the Job Creation and Worker Assistance Act of 2002

lion and, thus, reduced profits before taxes (PBT) by the
same amount (table A).! (PBT is based on the inventory-
and depreciation-accounting practices used for Federal
corporate income tax returns.) As a result, profits tax lia-
bility was reduced $35.3 billion, and profits after tax were
reduced $111.2 billion.

Profits from current production were not affected by
the act, because they do not depend on the deprecia-
tion-accounting practices used for Federal income tax
purposes; instead, this measure of profits is based on an
estimate of the value of fixed capital actually used up in
the production process.? However, because the act did
reduce tax liability, profits from current production on an
after-tax basis were raised $35.3 billion.

The capital consumption adjustment (CCAd)) is the
difference between the depreciation specified in the tax
code and the depreciation underlying profits from cur-
rent production. Because the act raised tax depreciation
$146.5 billion, the CCAdj was increased by the same
amount.

As with profits from current production, the effects of
the retroactive provisions of the act on nonfarm propri-
etors’” income with IVA and CCAdj were offsetting; non-
farm proprietors’ income without IVA and CCAdj was
reduced and the related CCAdj was increased by the same
amounts. The other major NIPA components or aggre-
gates were not affected.

1. The effect of the legislation was incorporated into the NIPA esti-
mates on a “best-change” basis. Thus, the adjustments reflect the
changes from the revised third-quarter levels of a series to the revised
fourth-quarter levels, The quarterly levels of these series will be revised
to incorporate the effects of the act in the upcoming NIPA annual revi-
sion scheduled for release on July 31, 2002. Taxes paid by proprietors
are recorded in the NIPAs as personal taxes and are recorded on a cash
basis; thus, the effects of the act on personal taxes paid by proprietors
will be reflected in the estimates for 2002.

2. This estimate is derived by valuing assets at current cost and by us-
ing consistent depreciation profiles based on used-asset prices.
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production, profits with inventory valuation adjust-
ment (IVA) decreased sharply. The difference between
the two measures is the capital consumption adjust-
ment (CCAdj), which increased sharply, reflecting the
depreciation that corporations could claim for Federal
corporate income taxes under the retroactive provi-
sions of the Job Creation and Worker Assistance Act of
2002 (see the box).

Estimates of the CCAdj do not exist at the detailed
industry level; they are available only for total financial
and total nonfinancial industries. For all major catego-
ries of nonfinancial industries, profits with IVA fell
(chart 3). Profits of manufacturing, of the transporta-
tion group, and of “other” nonfinancial corporations
all dropped very sharply; profits of wholesale and retail
trade decreased less.!”> Within manufacturing, two of
the biggest decreases were posted by motor vehicles
and by petroleum; large decreases were also posted by
manufacturers of “other durable goods” and “other
nondurable goods.”**

13. “Other” nonfinancial corporations include the agriculture, mining,
construction, and services industries, along with some activities included in
the “finance, insurance, and real estate” group.

14. “Other” durable-goods manufacturing includes the lumber, furniture,
stone, transportation equipment excluding motor vehicles, instruments,
and miscellaneous manufacturing industries. “Other” nondurable-goods
manufacturing includes the tobacco, textile, apparel, paper, printing, rub-
ber, and leather industries.

SURVEY OF CURRENT BUSINESS 7

The year 2001. Although profits from current pro-
duction ended the year with a large increase, for the
year as a whole they were down $109.3 billion (12.5
percent), to $767.1 billion; in 2000, they had increased
$51.2 billion (6.2 percent).’> Domestic nonfinancial
corporations accounted for most of the decrease in
2001, as a decrease in profits per unit more than offset
an increase in output, but profits of domestic financial
corporations also decreased. These decreases in do-
mestic profits were partly offset by an increase in prof-
its from the rest of the world that reflected a bigger
decrease in payments by domestic affiliates of foreign
corporations than in receipts from foreign affiliates of
U.S. corporations.

Domestic profits with IVA decreased $144.9 billion.
The weakness was widespread. Profits of both financial
and nonfinancial corporations decreased, and in non-
financial corporations, profits of most major industry
groups were lower in 2001 than in 2000.

Profits before tax decreased more than profits from
current production. The difference between the two
measures reflected increases in both the CCAdj and the
IVA.

15. These changes are calculated from annual levels for 2000 and 2001.
Current-production profits in the fourth quarter of 2001 profits were $25.6
billion (3.0 percent) less than in the fourth quarter of 2000.

CHART 3

_ Corporate Profits with Inventory Valuation Adjustment:

 Change from 2001:1ll to 2001:IV |

Billion $
40
. -
-0 | e | — | |
- . -
40
66 1 | | | | |
Total Dotmnestic Manufacturing - Transportation? Wholesala Retail Other 7 Rest of World
Financtal

Domestic Nonfinancial

1. Also Includes communications and public utifities.

2. *Other” nonfinancial corporations incliides the agricultura, miring, eonsiruction, and services Industries,

along with:some activities inchuded in the "finarice, insiirance, and redl estats® group,
Noté:~Based on seasonally adjusted estimates.
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Business Situation

Government Sector

The fiscal position of the government sector, as mea-
sured by the combined current position of the Federal
Government and of State and local governments,
shifted from a current deficit of $11.7 billion in the
third quarter to a current surplus of $122.2 billion in
the fourth quarter (table 6).' The shift was mostly at-
tributable to an upturn in the Federal fiscal position,
but a rise in the State and local current surplus also
contributed.

Federal

Fueled by a sharp upturn in current receipts, the fiscal
position of the Federal Government shifted from a
current deficit of $13.6 billion in the third quarter to a
current surplus of $97.4 billion in the fourth. Current
expenditures decelerated.

Current receipts. Federal current receipts increased
$119.6 billion in the fourth quarter after decreasing
$184.4 billion in the third. The upturn was mostly ac-
counted for by an upturn in personal tax and nontax
receipts. Corporate profits tax accruals and indirect
business tax and nontax accruals decreased less in the
fourth quarter than in the third. In contrast, contribu-
tions for social insurance turned down in the fourth
quarter.

Personal tax and nontax receipts increased $134.6
billion after decreasing $162.8 billion. The sharp up-
turn was accounted for by an upturn in income taxes,
which increased $134.8 billion after decreasing $162.6
billion. Refunds, which are an offset to income tax re-
ceipts, were boosted $140.7 billion in the third quarter
as a result of provisions of the Economic Growth and
Tax Relief Reconciliation Act of 2001.

Corporate profits tax accruals decreased $11.0 bil-
lion, folloWing a $19.9 billion decrease. The fourth-
quarter decrease was more than accounted for by pro-
visions of the Job Creation and Worker Assistance Act
of 2002 (for details, see the box on page 6).

Indirect business tax and nontax accruals decreased
$0.7 billion after decreasing $1.8 billion. The smaller
decrease was more than accounted for by excise taxes,
which decreased $0.1 billion after decreasing $2.1 bil-
lion. Excise taxes on gasoline turned up, increasing
$0.2 billion after a $0.8 billion decrease. Air transport
excise taxes decreased $0.5 billion, following a $1.2 bil-
lion decrease. Third-quarter air transport tax receipts
were reduced because of the airport closures that re-

16. Net saving equals gross saving less consumption of fixed capital
(CEC). The estimates of gross saving, CFC, and net saving are shown in
NIPA table 5.1.

For NIPA estimates of government current receipts, current expenditures,
and the current surplus or deficit for 2000 and 2001, see NIPA tables 3.1,
3.2, and 3.3 in this issue.

.org/

Federal Reserve Bank of St. Louis

April 2002

sulted from the terrorist attacks on the World Trade
Center and the Pentagon on September 11, 2001, and
as a result of fewer passengers after the airports re-
opened.

Contributions for social insurance decreased $3.2
billion after increasing $0.1 billion. The downturn pri-
marily reflected a downturn in contributions for social
security (old-age, survivors, disability, and health in-
surance), which decreased $3.3 billion after no change.

Tahle 6. Government Sector Current Receipts and Expendituses
[Billions of dotlars, seasonally adjusted at annual rates}

Level | Change from preceding quarter
2001 2001
v I ] W W
Current Receipts 3,060.8 229 7.7\ —1772| 1335
Current expenditures 2,938.6 46.5 27.3 425 ~04
Current surplus of defiCit (=) ......coveererirrcerrererinsenenrinns 1222 -236| -19.6f -219.7] 1339
Social insurance funds 976 -84 2.7 -8.38 6.6
ther 2461 -151} -16.8] -211.0] 1405
Federal Government
Current Receipts 2,026.7 9.9 41| -184.4( 1196
Personal tax and nontax receipts.... 1,031.8 109 86| ~162.8; 1346
Corporate profits tax accruals......... 166.4] -14.4 =771 -199] -11.0
Indirect business tax and nontax accruals.... 10951 -05¢ -021 -18{ 07
Contributions for social insurance 7184 13.9 34 0.1 -32
Current expenditures 1,929.3 271 226 16.0 8.6
Consumption expenditures 525.0 134 26 36 11.3
National defense 3479 130 1.2 36 4.8
Nondefense 177.0 04 14 0.0 6.4
Transfer payments (net) 853.1 8.8 11.6 153 14.5
To persons 840.5 284 10.5 14.6 96
To the rest of the world 1261 -19.7 1.3 0.6 49
Grants-in-aid to State and local governments..........c..cr.... 285.0 13.9 17.2| -148 186
Net interest paid 2191  -64; -11.01 -100f -134
Subsidies less current surplus of government
enterprises 471 =27 2.2 219 -224
Subsidies 381 =21 0.1 207] -226
Of which: Agricultural SubSidies.........cooevcrereuenrens 15.1 =27 -03 04 -34
Less: Current surplus of government enterprises -9.1 05 =21 -1.1 -0.3
Less: Wage accruals less disbursements ... 0.0 0.0 0.0 0.0 0.0
Current surplus or deficit (=) .......... 974] -172| -186] -200.3} 111.0
Social insurance funds 97.7 -8.6 -2.9 -8.8 6.6
ther -03 -86| ~15.7| -1914| 1175
State and local governments
Current Receipts 1,319.1 27.0 209 -7.7 325
Personal tax and nontax receipts..........coecrmvererervenieneonss 300.9 45 ~2.4 6.8 27
Corporate profits tax accruals 27.8 2.3 ~1.1 -3.2 03
Indirect business tax and nontax accruals.. 69451 106 6.9 33 108
Contributions for social insurance 10.9 0.2 0.3 0.2 0.1
Federal grants-in-aid 285.0 13.9 1721 -14.8 18.6
Current expenditures 1,294.3 333 21.9 1.7 9.6
Consumption expenditures 997.7 16.7 146 9.9 6.5
Transfer payments to persons .... 297.6 5.1 54 45 48
Net interest paid -1.1 -0.3 -0.3 -0.1 0.2
Less: Dividends received by government 04 0.0 0.0 00 0.0
Subsidies less current surptus of government
enterprises 0.5 11.8 221 -26f -5
Subsidies 10.5 122 25| 32| -4
Less: Current surplus of government enterprises....... | 10.0 0.3 03f -06 0.1
Less: Wage accruals less disbursements ...............co....... 0.0 0.0 0.0 0.0 0.0
Current surplus or deficit (=) ......o..ooevverveeervceeriereneseeiens 2481 -63; -~1.0] -194] 229
Social insurance funds -0.1 0.2 0.1 0.1 0.0
ther 249 -6.5 -1.2] -194 29
Addendum:
Net fending or net borrowing (=) " ........cooovervrrvvvvvveries 15.31 -23.3| -34.0| -2057f 1076
Federal government 766| -103( -26.0| -208.0[ 109.9
State and local government -61.2{ -130 -8.0 23 -2.3

1. “Net lending or borrowing” is conceptually simitar to “net financial investment” in the fiow-of-funds
accounts prepared by the Board of Governors of the Federat Reserve System. The two measures differ primarily
because government net iending or borrowing is estimated from data for transactions, whereas net financial
investment is estimated from data for financial assets. There are also smail conceptual ditferences, such as the

classification of the Federal Government’s railroad retirement and veterans life insurance programs.
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Current expenditures. Current expenditures in-
creased $8.6 billion in the fourth quarter after increas-
ing $16.0 billion in the third. The deceleration was
more than accounted for by a sharp downturn in “sub-
sidies less current surplus of government enterprises.”
In contrast, grants-in-aid to State and local govern-
ments turned up.

“Subsidies less current surplus of government enter-
prises” decreased $22.4 billion after increasing $21.9
billion. The sharp downturn was more than accounted
for by subsidies, which decreased $22.6 billion after in-
creasing $20.7 billion. In the third quarter, airlines re-
ceived $5.0 billion ($20.0 billion at an annual rate) in
Federal Government aid as part of the Air Transporta-
tion Safety and System Stabilization Act.”” The current
surplus of government enterprises, which is an offset
to subsidies, decreased $0.3 billion after a $1.1 billion
decrease. Within enterprises, the U.S. Postal Service
current surplus decreased $0.3 billion after a $0.9 bil-
lion decrease.

Net interest paid decreased $13.4 billion, following a
$10.0 billion decrease. Gross interest paid decreased
$11.6 billion after decreasing $9.3 billion, reflecting
larger decreases in interest paid to persons and busi-
ness and to the rest of the world.

“Transfer payments to persons (net)” increased
$14.5 billion, following a $15.3 billion increase. The
deceleration was more than accounted for by transfer
payments to persons, which increased $9.6 billion after
a $14.6 billion increase. The deceleration was mainly
accounted for by benefit payments for social security
(old-age, survivors, and disability insurance), which
decreased $0.5 billion after a $4.4 billion increase. In
the third quarter, one-time, retroactive social security
payments were made to correct the underpayment of
benefits associated with an error in the indexing of the
benefits. In contrast, transfer payments to the rest of
the world accelerated, increasing $4.9 billion after a
$0.6 billion increase.

Grants-in-aid to State and local governments
turned up, increasing $18.6 billion after decreasing

'$14.8 billion. Grants for State Medicaid programs, for

education, and for health and hospitals (including pay-
ments to States for children’s health insurance pro-
grams) turned up.

Consumption expenditures accelerated, increasing
$11.3 billion after increasing $3.6 billion. The accelera-
tion was primarily attributable to nondefense con-
sumption expenditures, which increased $6.4 billion
after no change. Within nondefense consumption ex-
penditures, services accelerated, increasing $4.4 billion
after a $0.8 billion increase; “other services” (which in-

17. In the NIPA’s, subsidies are recorded on an accrual basis.
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clude expenditures for research and development, for
utilities, and for travel), turned up. Nondurable goods
also turned up, increasing $1.8 billion after a $0.7 bil-
lion decrease. Within nondurable goods, the Com-
modity Credit Corporation inventory change turned
up, increasing $1.4 billion after a $0.4 billion decrease.

Defense consumption expenditures increased $4.8
billion after a $3.6 billion increase. The acceleration
was more than accounted for by an acceleration in ser-
vices, which increased $6.4 billion after a $2.1 billion
increase. Within services, “other services” (which in-
clude expenditures for research and development, for
installation support, and for personnel support), accel-
erated, increasing $3.3 billion after a $0.8 billion in-
crease. Also within services, compensation accelerated,
increasing $2.8 billion after a $1.5 billion increase. In
contrast, durable goods turned down, decreasing $1.4
billion after a $2.0 billion increase; spending on parts
for aircraft and for ships turned down.

State and local

The State and local government current surplus in-
creased $22.9 billion in the fourth quarter after de-
creasing $19.4 billion in the third. Current receipts
turned up, and current expenditures decelerated.

Current receipts. State and local government cur-
rent receipts increased $32.5 billion after decreasing
$7.7 billion. The turnaround was primarily accounted
for by an upturn in Federal grants-in-aid. Indirect
business tax and nontax accruals accelerated, and cor-
porate profits tax accruals turned up slightly. In con-
trast, personal tax and nontax receipts decelerated.

Indirect business tax and nontax accruals increased
$10.8 billion after increasing $3.3 billion. The accelera-
tion was mainly accounted for by sales taxes, which in-
creased $7.6 billion after increasing $0.2 billion.
General sales taxes turned up, reflecting an upturn in
general retail sales in the fourth quarter.

Corporate profits tax accruals increased $0.3 billion,
following a $3.2 billion decrease. The fourth-quarter
increase was dampened as a result of provisions of the
Job Creation and Worker Assistance Act of 2002 (for
details, see the box on page 6).

Personal tax and nontax receipts increased $2.7 bil-
lion after increasing $6.8 billion. The deceleration was
more than accounted for by personal income taxes,
which increased $1.9 billion after increasing $6.1 bil-
lion.

Current expenditures. Current expenditures in-
creased $9.6 billion after increasing $11.7 billion. The
deceleration was more than accounted for by a deceler-
ation in consumption expenditures.

Consumption expenditures increased $6.5 billion
after increasing $9.9 billion. The deceleration was
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largely accounted for by nondurable goods, which de-
creased $5.3 billion after decreasing $2.1 billion.
Within nondurable goods, petroleum products contin-
ued to decrease.

“Subsidies less current surplus of government enter-
prises” decreased $1.5 billion after decreasing $2.6 bil-
lion. The smaller decrease was more than accounted
for by subsidies, which decreased $1.4 billion after de-
creasing $3.2 billion; electricity purchases by the State
of California continued to decrease. The current sur-
plus of government enterprises turned up, increasing
$0.1 billion after decreasing $0.6 billion; in the third
quarter, enterprise revenues for airports and tunnels
fell as a result of the events of September 11t%, 2001,
and of the subsequent reduction in air traffic.

Net lending or net borrowing

“Net lending or net borrowing (-)” is an alternative
measure of the Government fiscal position. Net lend-
ing is the financing requirement of the government
sector and is derived as the current surplus plus the
consumption of fixed capital and “capital transfers re-
ceived (net)” less gross investment and net purchases
of nonproduced assets.

The government fiscal position shifted from net
borrowing of $92.3 billion in the third quarter to net
lending of $15.3 billion in the fourth quarter, reflecting
a sharp shift in the Federal Government fiscal position.
State and local government net lending decreased in
the fourth quarter.

Government gross investment increased $25.7 bil-
lion after decreasing $12.1 billion.'* The upturn was
mostly attributable to State and local government
gross investment, which increased $21.0 billion after
decreasing $14.2 billion. The upturn was accounted for
by investment in structures, which returned to a more
normal level after a drop in the third quarter that re-
flected the lease of the World Trade Center (see foot-
note 3).

18. See also table 3.7 on page D10 in this issue.
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The government sector in 2001

The combined current surplus of the Federal Govern-
ment and of State and local governments decreased
$114.9 billion, to $136.5 billion, in 2001. The decrease
was mostly accounted for by a decrease in the Federal
Government current surplus.

The Federal Government current surplus decreased
$99.6 billion, to $119.0 billion, in 2001. Current re-
ceipts decreased, while current expenditures increased.

Federal current receipts decreased $18.6 billion, to
$2,028.2 billion. Corporate profits tax accruals de-
creased $48.2 billion, and indirect business taxes de-
creased $0.3 billion. In contrast, contributions for
social insurance increased $29.1 billion, and personal
tax and nontax receipts increased $0.6 billion.

Federal current expenditures increased $80.9 bil-
lion, to $1,909.2 billion. “Transfer payments (net)” in-
creased $52.4 billion, grants-in-aid to State and local
governments increased $28.6 billion, consumption ex-
penditures increased $20.4 billion, and “subsidies less
current surplus of government enterprises” increased
$5.6 billion. In contrast, net interest paid decreased
$26.0 billion.

The State and local government current surplus de-
creased $15.2 billion, to $17.6 billion, in 2001. Current
expenditures increased more than current receipts.

State and local current receipts increased $70.7 bil-
lion, to $1,293.3 billion. Indirect business tax and non-
tax accruals increased $31.5 billion, Federal grants-in-
aid increased $28.6 billion, personal tax and nontax re-
ceipts increased $17.4 billion, and contributions for
social insurance increased $0.6 billion. In contrast,
corporate profits tax accruals decreased $7.4 billion.

State and local current expenditures increased $86.0
billion, to $1,275.8 billion. Consumption expenditures
increased $55.2 billion, transfer payments to persons
increased $19.7 billion, and “subsidies less current sur-
plus of government enterprises” increased $11.6 bil-
lion. In contrast, net interest paid decreased $0.5
billion.
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Real Inventories, Sales, and Inventory-Sales Ratios
for Manufacturing and Trade, 2001:1V

Tables 1, 2, and 3 show quarterly and monthly estimates
of real inventories, sales, and inventory-sales ratios,
respectively. Table 4 shows real manufacturing invento-
ries by stage of fabrication. Real estimates are in chained
(1996) dollars.

Data availability

Quarterly estimates for 2001:1I-2001:III of real manu-
facturing and trade inventories, sales, and inventory-
sales ratios and of real manufacturing inventories by
stage of fabrication were published in the January 2002
SurvEY oF CURRENT BusiNEss, and quarterly estimates for
1996:IV-2001:1 were published in the October 2001

Table 1B. Real Manufacfuring and Trade Inventories, Seasonally Adjusted,

SURVEY.

These estimates are also available as downloadable
files on BEA's Web site at <www.bea.gov>; click on
“GDP and related data” and look under “Supplemen-
tary estimates, historical underlying detail,” and click
on “Change in private inventories.”

The most recent estimates are also available by sub-
scription from BEA: On diskette as part of the NIPA
monthly update (product number NDS-0171, price
$204.00) and as separate monthly printouts (product
number NLS-0166, price $108.00). To order, call the
BEA Order Desk at 1-800-704-0415 (outside the
United States, 202-606-9666).

Table 2B. Real Manufacturing and Trade Sales, Seasonally Adjusted

End of Period at Monthly Rate
[Billions of chained (1996) dollars] [Bitlions of chained (1996) dollars)
2001 2001 2002 2001 2001 2002
1} v Aug. | Sep. | Octr [ Nov’ | Decs | Janr 1} v Aug. | Sep. | Octr f Nov. | Dec | Janr
Manufacturing and trade industries {1,172.411,144.91,177.611,172.4|1,157.9| 1,147.1| 1,144.9 1,148.0 Manulacluring and trade industries | 842.4| 855.7| 851.9| 825.8| 858.1| 851.0| 858.0| 865.9
Manufacturing industries... 465.9] 454.9] 470.3( 4659} 463.5| 458.4) 454.9| 453.5 Manufaciuring indusiries... 328.1| 328.9] 333.2] 3165} 328.4| 326.6| 331.6( 337.6
Durable goods industries 2929 2837| 2969 29291 291.3| 286.9| 2837| 2824 Durable goods industries. 189.1| 187.91 1923| 1809} 187.8 187.1| 188.7| 1934
Wood product manufacturin 91 83 9 9. 89 8.5 83 85 Wood product manufacturing .. 70 71 7.0 7.1 70 7. 71 IA]
Nonmetallic mineral product Nonmetallic mineral product
i 9.7 9.3 9.7 9.7 9.6 9.5 9.3 9.3 facturi 69 68 71 6.6 6.8 6.7 6.8 6.9
Primary metal manufacturing.. 224 220 225 224 223 222 220 217 Primary metal manufacturing... . 127 123 129 12.3 12,6 12.3 120 12.6
Fabricated metal product Fabricated metal product
facturi 333| 323f 334 333 334 327 323 322 q 193] 191 1961 189 193 191 1891 193
Yy i 424 405 422 421 4.6 4.0 40.5 40.2 Aachinery 22.6 216 233 213 22.2 214 21.0 223
Computer and electronic product Computer and electronic product
i 64.9 60.6 68:1 64.9 63.9 62.9 60.6 60.5 1 i 443 443 43.5 43.3 43.8 440 451 459
Electrical equipment, appliance, and Electrical equipment, appliance, and
component manufacturing.............. 156| 153] 157) 156| 156) 155 153 152 p facturi 10.2 98( 106 97| 100 9.6 9.8 9.7
Transportation equipment Transportation equipment
68.3 68.2 68.4 68.3 68.7 67.5 68.2 67.8 i 516 529 63.2 48.0 517 52.9 54.2 55.6
Furniture and refated product Furniture and related product
i 76 74 76 7.6 74 73 71 70 i 55 5.3 56 5.2 54 53 5.3 54
] ing 173 17.3 174 17.3 173 17.2 173 173 Miscell It ing 9.2 9.0 94 9.0 9.1 9.0 8.9 9.2
goods 1730 171.2| 1735] 173.0) 1722 117151 17121 1714 Nondurable goods industries.................... 1386 140.5| 140.8) 13511 1401 139.0] 1424 1437
Food manufacturing .........ce.eeoemsmnnens 347 349 35.0 34.7 346 34.8 349 352 Foof f i 374 380 376 371 3786 381 384 39.1
Beverage and tobacco product ) Beverage and tobacco product
12.0 19 120 120 1.8 11.8 11.9 1.9 ing 72 71 74 7.0 74 6.8 7.3 74
Textile mills......... 6.8 6.5 6.8 6.8 6.7 6.6 6.5 64 Textile mils ....... 40 38 40 39 39 3.7 37 3.7
Textile product milis 44 44 45 44 44 44 44 44 Textile product mill 27 27 27 27 27 27 2.7 2.7
Apparel manufacturing 96 8.9 9.8 9.6 9.4 9.2 8.9 88 Apparel manufacturin 50 5.0 5.0 49 5.0 5.0 52 5.1
Leather and allied produc ) ) Leather and allied produ
13 13 14 1.3 13 1.3 1.3 12 i 7 7 7 N4 T 7 T 6
Paper manufacturing.. 16.7 170 16.6 16.7 16.8 16.9 170 16.9 Paper manufacturing.. 124 122 12.5 122 125 124 19 123
Printing and related su JJ 6.0 58 6.2 6.0 6.0 59 58 58 Printing and related Suj ,f 77 76 79 74 7.7 75 76 76
Petroteum and coal product Petroleum and coal product
i 112 10.8 1.2 1.2 10.7 10.6 108 106 f i 146 16.5 15.0 13.5 15.2 15.6 18.7 184
Chemical manufacturing.........ccreenese 52.7 52.4 52.5 52.7 53.0 52.6 52.4 52.5 Chemical manufactusing .........eeeveeenens 327 325 33.3 318 327 326 322 32.6
Plastics and rubber product Plastics and rubber product
ing 17.6 173 174 17.5 174 174 173 173 f: ing 146 145 146 143 14.5 144 14.6 14.8
Merchant wholesale industrie 318.9] 312.5] 319.2| 318.9| 316.0| 313.5] 312.5{ 3124 Merchant ale industries 238.5| 239.4) 240.0| 236.1] 237.7f 239.8] 240.7) 242.8
Durable gaods industries 19811 192.1] 199.0) 198.4) 1974} 19411 1921( 1916 [T e T T —— 130. 12871 131.9) 12821 1283} 1293] 1287f 1304
Jondurable goods industri 1202 1196] 1196f 1202] 118.0| 1187{ 1196( 1200 Nondurable goods industri 108.1) 1104 1083| 107.7| 109. 1103] 1116} 1120
Retai! rade industries ... 387.0| 377.0{ 367.7| 387.0( 378.3| 375.8{ 377.0] 381.4 Retail trade industries 282.5| 294.6; 285.7| 278.2] 299.5| 291.6| 292.7{ 293.1
Motor vehicle and parts 1219 1139 1220 121.9] 113.1] 111.6] 113.9] 1167 Motor vehicie and parts dealers 734 813 741 71.0 87.8 78. 776 744
Furniture and home furnishings, Fumiture and home furnishings,
ics, and appliance Stores. 285) 292| 285| 285| 286 288 292| 297 electronics, and appliance Stores ......... 256 273| 259 255] 262 275{ 282| 280
Building materiais, garden equipment and Building materials, garden equipment and
supply Stores............... 38.7 385 386 38.7 38.8 383 385 387 supply stores..........c... 256 260 26,0 252 26.0 26.2 25.9 26.5
Food and beverage stores 303| 304| 303 303| 304f 304| 304| 302 Food and beverage store: 364| 367] 364] 365| 365] 37| 369] 368
Clothing and accessory stores. 3.3 29.7 3.1 313 3o 30.2 297 305 CIothinF and accessory stores. 16.1 16.4 164 154 16.1 16.2 16.7 171
General merchandise stores. 64.1 631 64.4 64.1 64.2 64.0 83.1 63.2 Genera handise stores 38.7 39.3 389 386 389 39.2 399 40.7
Other retail stares 721 718 724 72.1 7 73 7.8 722 Other refail StOreS ........cvvcuvcvrurmeccresmsanecnne 69.5 703 70.6 68.4 70.0 70.3 70.7 731
# Preliminary. ? Preliminary.
’Revised. ‘ Revised.

Nore. Estimates in this table are based on the North American Industry Classification System (NAICS). )
Chained (1996) dollar inventory series are calculated 1o ensure that the chained §1 996) dollar change in inventories for

1996 equals the current-dollar change in inventories for 1996 and that the average of the 1995 and 19!

end-of-year chain-

weighted and fixed-weighted inventories are equal. Chained (1996) dollar final sales are calculated as the product of the

chain-type
formuia for

({uantity index and the 1996 current-dollar value of the corresponding series, divided by 100. Because the

he chain-type quantity indexes uses weights of more than one period, the corresponding chained-dobiar esti-

mates are usually not additive.
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Table 3B. Real inventory-Sales Ratios for Manufacturing and Trade, Table 4B. Real Manufacturing Inventories, by Stage of Fabrication,
Seasonally Adjusted Seasonally Adjusted, End of Period
[Ratio, based on chained (1996) dollars) [Billions of chained (1996} doliars)
2001 2001 2002 2001 2001 2002
U] W Aug. | Sep. ) Octr | Nov’ | Dec. | Janr 1| W ] Aug. | Sep. | Oct’ | Nov” | Dec.” | Jan.?
Mapuiacturingand trade industries 1.39 1.34 1.38 1.42 13| 1.3 1.33 133 Materials and supplies
M g ind 1.42 1.38 1.4 1.47 1.4 1.40 1.37 1.34 Manufacturing i 159.7 | 156.1 | 161.6 | 159.7 | 159.2 | 158.2 | 156.1 [ 155.3
Durable goods industries.... 1.55 1.51 1.54 1.62 1.55 153 1.50 146 Durable goods industries.. 973 944 989 973) 969| 957 944 938
Wood product manufacturing. .. 129 147 131 1.28 127 1.2 117 1.20 Wood product manufact w“ 3.8 3.6 3.9 38 38 37 36 3.7
Nonmetallic mineral product Nonmetallic minerallnproduct i 3.3 33 33 33 33 33] 33 32
manufactiring . 1401 138 137 147 140 141 1.38 1.35 Primary metal manutacturing.... 7.7 7.5 7.8 7.7 77 76 7.5 75
Primary metal manufacturing. 1761 1.79 174 183 1.77 1.80 1.84 1.72 Fabricated metal product manuf 15 11| Ne| 15| 15} 13| 111 113
Fabricated metal product inery i 16.1 1581 181 161 | 160 160) 158| 157
If i 172 1.69 17 1.76 172 171 171 1.67 Computer and electronic product
Machinery i 1.86 1.88 1.81 1.98 1.87 191 1.93 1.80 i 23.1 271 238} 231 271 23| 2.7 216
Computer and electronic product Electrical equipment, appliance, and
f i b 147 1.37 157 150 1.46 1.43 1.34 132 p i 6.3 6.1 64 6.3 6.3 6.1 6.1 6.0
Electrical equipment, appliance, and Transportation equipment manufacturing ..... 1581 156 161 158§ 159} 156 156} 153
component manufacturing .............. 153 1.56 1.49 1.61 1.55 1.61 1.56 1.58 Furniture and refated product manufacturing 33 3.1 34 33 33 33 31 34
Transportation equipment Miscell ing 6.2 63 6.4 62 83 6.3 6.3 62
i 1.32 1.29 129 142 133 1.28 1.26 122
Furniture and related product N le goods i 623 616] 627| 6231 623| 624 616 614
i 1.39 1.33 1.36 147 1.38 139 134 129 Food i i 11.8f 15| 1181 118} 116} 116 11.5] 116
Mi ing 1.88 1.92 1.86 1.92 1.9t 192 1.93 1.89 Beverage and tobacco product
f i 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1
N goods i i 1.25 1.22 123 1.28 1.23 1.23 1.20 119 Textite mills .......... 21 2.0 21 2.1 24 20 20 19
Food manufacturing ... 93 92 93 94 92 91 a1 90 Textite product mills. . 14 14 14 14 14 14 14 14
Beverage and tobacco product Apparel acturin 24 21 24 24 23 23 21 24
i 1.66 1.68 1.62 1.72 1.60 1.75 167 167 Leather and allied product manufacturing..... A 4 4 4 4 4 4 4
Textile mills......... 1.71 171 1.71 1.75 1.69 1.78 1.74 171 Paper i 8.2 83 8.2 82 83 83 8.3 83
1.63 1.62 1.63 1.63 1631 161 1.62 1.66 Printing and related support activities ........... 1.9 19 2.1 19 2.0 20 1.9 19
Apparel manufacturin 1.93 1.77 1.95 1.96 1.88 1.85 172 173 Petroleum and coal product manufacturing 3.2 3.2 3.2 32 3.2 31 32 2.9
Leather and allied produc Chemical facturi 173 172 17.3) 173 | 174 176 172] 173
i 2.02 1.89 2.03 2.03 197 1.95 1.92 1.95 Plastics and rubber product manufacturing 7.4 74 7.4 74 75 75 74 74
paper maméfac?urigg 1.% 1.:742 1.33 1.% 1.% 140 dzy 138 Work-in-process
nnting and re . - . R . . . .
P eltoh e o el 2 7 " ing industries 134.4 | 130.4 | 130.4 | 1304 | 1335 | 1312 | 130.4 | 131.2
i 7l el sl sm| ] es] s8] s Durable goods industries....... 105.8 | 1026 | 106.0 [ 1058 | 105.6 | 1035 | 102.6 | 103.0
Chemical manufactufing.............. | 161 161| 1581 166] 162] 161 163] 161 Wood product manufacturing .. e |17 16 178 AT 173 161 16 18
Plastics and rubber product Nonmetaltic mineral product manufacturing 15 14 14 15 1.5 14 14 14
facturi 1.19 1.19 119 122 120 121 1.19 117 Primary metal manuiacturing............. . 7.5 72 7.5 75 74 74 72 7.2
Merchant wholesale industsies. 136 131) 133 135 133| 131 130 129 Febricatod metal product manufacturing...... 1061 1041 106 | 1981 108} 106 104} 105
Durable goods industries.... . 1.52 149 151 1.55 1.54 1.50 149 147 Computery and efectronic product ) ) * * ) ’ . )
goods industri 1 1.08 11 112 1.08 1.08 1.07 1.07 x i 198] 184 199 198 195| 191 184 184
Retail trade industries ....... 137 1.28| 136| 13| 1.26| 1.29| 1291 130 Electrical equipment, appliance, and
Motor vehicle and parts dealess.. . 167 1.40 165 172 1.29 142 147 157 P i 5.0 49 5.1 5.0 5.0 49 49 49
Furniture and home furnishings, Transportation equipment manufacturing ..... 3821 381 381 382] 385| 377| 381] 384
electronics, and appliance stores......... 11 1.07 110 112 1.09 1.05 1.04 1.06 Furniture and related product manufacturing 1.3 12 13 1.3 1.3 13 1.2 13
Building materials, garden equipment and Mi ing 4.0 40 41 40 41 4.0 4.0 4.0
supply stores...... . 1.51 148 149 154 150 1.46 148 146
Food and beverage store: .83 .83 .83 .83 83 .83 82 .82 le goods ind 2851 27.7) 284) 285 279| 276| 27.7| 2841
Clothing and accessory stores 1.95 1.82 1.90 2.03 1.92 1.87 1.78 1.79 Food i i 5.2 53 5.2 52 5.3 53 53 5.3
General merchandise stores. 1.66 1.61 1.66 1.66 1.65 1.63 1.58 1.55 Beverage and fobacco product
Other retail stores ... 1.04 1.02 1.03 1.05 1.03 .01 1.02 99 i 14 13 14 14 1.3 13 13 13
Textile mills ... 1.5 14 15 15 1.5 15 14 14
? Preliminary. Textile product mills . 1.0 10 1.0 10 10 1.0 1.0 1.0
’ Revised. Apparel 1.7 18 1.7 17 1.7 17 16 16
Nore. Estimates in this table are based on the North American Industry Classification System (NAICS). Leather and allied product manufacturing..... 2 2 2 2 2 2 2 2
Paper f: 1.7 1.7 1.7 17 17 17 17 17
Printing and related support activities........... 1.2 11 1.2 12 14 10 11 11
Petroleum and coal product manufacturing 2.6 25 24 26 24 23 25 2.5
Chemical i 9.7 94 9.6 9.7 94 93 94 98
Piastics and rubber product manufacturing 2.3 23 23 23 23 23 23 23
Finished goods
ing industri 171.7 | 168.3 | 174.2 | 171.7 | 170.7 | 168.9 | 168.3 | 166.9
Durable goods industrigs. 898 | 867 ) 921] 898} 839| 876| 867| 857
Wood product manufacturing .. . 3.6 3.1 3.5 3.6 35 33 31 32
Nonmetallic mineral product manufacturing 49 47 49 49 48 47 47 46
Primary metal manufacturing........... " 72 73 7.1 72 7.2 7.1 73 71
Fabricated metal product manufacturing.. 1121 107 12| 1127 114} 108 107 105
inery i 1391 133 140 139 137} 133 133} 132
Computer and electronic product
if i 220} 205) 243 220 216| 214) 205 204
Electrical equipment, appliance, and
p { 43 44 42 43 43 44 44 44
Transporiation equipment manufacturing ..... 15.0| 153 | 149 150 15.0{ 149] 153| 146
Furniture and related product manufacturing 29 2.7 29 29 29 28 27 27
ing 7.0 7.0 7.0 70 7.0 6.9 7.0 7.0
goods ind 821 | 819} 824) 821 80 815 81.9| 815
Food f i 17.7] 184 1801 177) 78] 17.9] 1841 18.3
Beverage and tobacco product
i 45 45 45 45 4.4 44 45 44
Textile mills 3.2 31 3.2 32 31 31 31 3.0
Textile product mills .. 2.0 20 21 2.0 2.0 2.0 2.0 20
Apparel i 55 5.1 5.6 55 5.4 5.2 5.1 5.0
Leather and allied product manufacturing..... 8 7 N 8 8 8 7 7
Paper i 6.8 7.0 6.7 6.8 6.8 6.9 7.0 6.9
Printing and related support activities........... 2.9 29 29 29 29 29 29 29
Petroleurn and coal product manufacturing 55 5.2 56 55 5.1 5.1 5.2 52
Chemical i 257) 257 255| 257 261 256) 257 254
Plastics and rubber product manufacturing 7.7 76 7.7 77 77 7.6 7.6 76
? Preliminary.
‘ Revised.

Nore. Estimates in this table are based on the North American Industry Classification System (NAICS).

Chained (1996) dollar inventory series are calculated to ensure that the chained (1996) doliar change in inventorigs for
1996 equals the current-dollar change in inventories for 1996 and that the average of the 1995 and 1996 end-of-year
chain-weighted and fixed-weighted inventories are equal. Chained (1996} dollar final sales are calcutated as the product of
the chain-type quantity index and the 1996 current-doliar value of the corresponding series, divided by 100. Because the
formuia for the chain-tydpe quantity indexes uses weights of more than one period, the corresponding chained-dollar esti-
mates are usually not additive.
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Alternative Measures of Personal Saving
By Maria G. Perozek and Marshall B. Reinsdorf

HE personal saving rate, as defined in the national

income and product accounts (NIPAs), has de-
clined sharply over the past two decades, falling from a
high of about 11 percent in the early 1980s to 1 percent
in 2000. This sustained decline has generated concern
that saving is now too low to fund adequate capital ac-
cumulation or to ensure that the baby boom genera-
tion will move through its retirement years with
reasonable financial security.

This article provides the necessary background for
understanding personal saving as defined in the NIPA’s
and its role in determining aggregate capital accumula-
tion and the financial status of households. It also in-
vestigates several of the many possible alternative
measures of personal saving and wealth accumulation.

Changes in personal saving cannot generally be in-
terpreted without considering what is happening to
other measures of saving and wealth accumulation.
For example, low personal saving rates may cause con-
cern that national saving—defined as the amount of
national income left over after all expenditures on
goods and services other than capital items are de-
ducted—will be too low to fund adequate levels of the
new capital investments that power economic growth.
However, personal saving is only one component of
national saving. Therefore, to evaluate concerns about
capital accuamulation, one must examine trends in total
national saving, not just the personal sector’s contribu-
tion to that total.

Likewise, a decline in personal saving does not nec-
essarily mean that households will have trouble financ-
ing their retirement years or other consumption needs.
Measures of household wealth provide a more com-
plete picture of the future consumption possibilities of

Maria Perozek is an economist at the Federal Reserve
Board, and Marshall Reinsdorf is an economist at the
Bureau of Economic Analysis. The authors are grateful to
Eric Engen, Brent Moulton, Larry Slifman, and David
Wilcox for helpful comments.

http://fraser.stlouisfed.org/
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households. Moreover, wealth—along with income,
interest rates, and some others— has long been seen as
a key variable in helping to explain household spend-
ing. Changes in net wealth reflect both personal saving
and capital gains on existing assets. Capital gains are
absent from calculations of personal saving in the
NIPA’s because capital gains are not a part of the NIPA
concept of national income (see the box “Definition of
National Income and Saving in the NIPAs”). However,
they can be as important as personal saving in deter-
mining the future consumption possibilities of house-
holds. Indeed, over the last half of the 1990s, while
personal saving declined to record lows, ratios of
household wealth to income rocketed to record highs.

To highlight the uses and limitations of different
measures of personal saving, this article first describes
the simple process that governs the accumulation of
wealth over time. Although the focus is on the con-
cept of personal saving measured in the NIPA’, an al-
ternative concept—the change in household net
worth—that is published in the flow of funds accounts
(FFA) is also discussed. The article then investigates
several issues that arise in measuring and interpreting
personal saving: The treatment of defined benefit pen-
sion plans, the treatment of consumer durable goods,
the effect of inflation on measured personal saving
rates, and the treatment of capital gains and capital
gains taxes. For each issue, an adjusted measure of per-
sonal saving is provided to show the effect of altering
the treatment in the NIPA’.

The main conclusion is that the relevance of a per-
sonal saving measure depends on the question being
asked. For example, if the question is how much
households are contributing to national saving or how
much of their current income is left over after spend-
ing on current consumption for purposes such as ac-

1. Many authors have examined alternative measures of personal saving,
including those presented in this paper. For a sampling of the most recent
work, see Gale and Sabelhaus (1999), Peach and Steindel (2000), and Lus-
ardi, Skinner, and Venti (2001).
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quiring financial assets, then the most relevant
measure is personal saving as defined in the NIPA.
However, for other questions, such as whether house-
holds in the aggregate are making adequate financial

preparation for retirement, the net worth measures
from the FFA may be more appropriate. Still other
questions may be best addressed by adjustments to the
NIPA measure of personal saving to exclude defined

Definition of National Income and Saving in the NIPA’s

Personal saving, business saving, and government saving
are the components of national saving. These compo-
nents are measures of deferred utilization of resources:
Current income not consumed for households; current
earnings retained within the firm for business; and reve-
nues not spent for government. Accordingly, national
saving is viewed as a key indicator of the extent to which
the Nation as a whole is setting aside resources today for
the purpose of increasing its future standard of living.

The definition of national saving in the national income
and product accounts (NIPAs) determines the total
amount of saving that can be attributed to persons, to
business, or to government. Net national saving measures
the portion of national income made available to fund
expansion of the capital stock. It is the amount of
national income left over after current (that is, nonin-
vestment) expenditures are subtracted. National income
is, in turn, the amount of gross national product left over
after nonfactor income (primarily indirect business
taxes) and consumption of fixed capital (CFC) are sub-
tracted. Subtraction of CFC, or depreciation, is necessary
to account for the cost of replacing plant, equipment, and
software that wears out or becomes obsolete.

The definition of national income reflects the NIPA
goal of measuring production. The aggregate measure of
production, gross domestic product (GDP), is the market
value of the goods and services produced in the United
States. The NIPA concept of national income is, then, the
gross factor income arising from the production that
GDP measures, minus CFC, plus an adjustment for net
property income that U.S. residents receive from the rest
of the world.

Because national income is defined as originating from
current production of goods and services, it excludes
capital gains. Capital gains originate from revaluations of
existing assets rather than from production of new goods
and services. Besides insuring the conceptual consistency
of the NIPA’s, the treatment of capital gains as separate
from national income has three noteworthy advantages.
First, with capital gains excluded from income, national
saving becomes conceptually equal to domestic invest-
ment plus net foreign investment (though, as is shown in
NIPA table 5.1 on page D-14 in this issue, measured sav-
ing differs from measured investment by an amount
known as “the statistical discrepancy”). Second, in mak-

ing consumption decisions, households appear to treat
capital gains differently from ordinary income, so a mea-
sure of income that includes capital gains would not
relate as well to consumption as the NIPA concept of
income. Third, because capital gains tend to be volatile,
measures of income or saving that include them would
exhibit large fluctuations that would limit their useful-
ness.

National saving as defined in the NIPA’ is also impor-
tant for understanding the behavior of business cycles
and the current-account balance. In particular, this mea-
sure of saving and its relationship to investment play key
roles in Keynesian macroeconomic models, which allow
fluctuations in aggregate demand to affect national in-
come via a “multiplier” that depends on the marginal
propensity to consume. In addition, swings in national
saving affect external balances unless domestic invest-
ment changes by the same amount; for example, in 1983,
a large fall in national saving was accompanied by a jump
in the current-account deficit. Similar effects can arise
from swings in domestic investment that are unaccom-
panied by changes in national saving; for example, in
1999-2000, net foreign investment turned sharply nega-
tive as private domestic investment rose while national
saving changed very little.

Alternatives to the definition of income that is used in
the NIPA's are, of course, possible; indeed, how to define
income has long been a subject of debate among econo-
mists. Haig (1921) and Simons (1938), in discussions of
the income tax, define income as consumption plus
change in wealth, which has the effect of including capital
gains. At the opposite pole is Fisher, who identifies
income with consumption (1906, 164) and treats it as a
flow of services rendered by capital (1906, 118). The
NIPA approach to defining income is sometimes attrib-
uted to Hicks (1946, chapter XIV), who defines income
as the amount that could be consumed in the current
period without diminishing wealth (or, alternatively,
future consumption prospects). However, Zacharias
(2002) points out that Hicks” main focus is on the impor-
tance of immeasurable, subjective éxpectations in deter-
mining the income that households consider in making
consumption decisions. Moreover, detailed versions of
the NIPA definition of income had already been used;
see, for example, Kuznets (1934).
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benefit pension plans, to include net investment in
consumer durable goods, or to remove the inflation
component of interest income from personal income.
Finally, national saving is useful for questions about
the funds made available in the United States for fi-
nancing investment needs. The behavior of national
saving can also sometimes help to explain swings in the
current-account deficit, as well as business cycle devel-
opments.

A Simple Framework

As a first step in examining different concepts of per-
sonal saving, the role of personal saving is described in
the broader context of wealth accumulation. In sim-
plest terms, household wealth is determined by equa-
tion 1:

AP,

—_— I/I/—1

t
Py

Q) w =W+ +iW,_+y-T,-¢

7t t %
where W; is wealth at time ¢, AF /F_, is the percent-
age change in the price of assets from time -1 to time
t, itWi—1 is nominal interest, dividend, and rental in-
come, y, is income from sources other than wealth
holdings, 7; is taxes paid, and ¢, is consumption ex-
penditures on goods and services. Therefore, wealth in
a given period is equal to the stock of wealth in the pre-
vious period (W_1), plus any income (i;/,_;) and cap-
ital gains (or losses) associated with that
wealth (A B/B_)W,_y), plus other household income
(9, less taxes (Z;) and consumption expenditures (c)).
Typical life cycle models of consumption assume that
households choose consumption (c;) given a variety of
constraints and possibly some uncertainty about fu-
ture economic variables such as income (y;) and in-
vestment returns (i;/,_y + (A B/B_pW;_y).
Rearranging equation 1 yields an expression for one

concept of personal saving, the change in household
wealth:

AP, .
(1) AW = Wi=Wy = ptWig + Gl +y-Ti- ¢
capital gains  NIPA-concept saving

(a) (b)

According to equation I, the total change in wealth
can be parsed into two categories: (a) Increments to
wealth from net capital gains on existing assets and (b)
NIPA-concept personal saving. NIPA-concept personal
saving is calculated by subtracting consumption ex-
penditures (c) from NIPA-concept disposable per-
sonal income (DPI) (rent, interest, and dividend
income on assets (i;/#_1) plus nonasset income (y),
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such as labor income or government benefits, less taxes
paid (Z;)).2 If households accumulate wealth to balance
current consumption needs against future needs, then

‘unexpected increases in the first component—capital

gains on existing wealth—can affect the personal sav-
ing decisions as measured in the NIPA’s. For example, a
household whose stock market portfolio returns are
more than expected this year may decide to boost
spending immediately rather than to reserve all the
gain to fund spending in the future. If noncapital in-
come is unchanged, then the household’s NIPA-con-
cept saving rate must fall even though its wealth has
increased.

The NIPAs distinguish between capital gains
(shown in part (a) of equation I') and saving (shown
in part (b)) because NIPA saving is designed to mea-
sure the funds that are taken out of current income
and made available for new capital investment. Be-
cause capital gains reflect revaluations of existing as-
sets, they do not derive from current production and
are therefore excluded from NIPA measures of produc-
tion, income, and personal saving. The FFA, however,
presents a measure of total change in wealth.? Esti-
mates from the FFA show that the stock market boom
of the 1990s propelled the change in household wealth
as a percentage of DPI to record highs even as the pub-
lished measures of personal saving from the NIPAs fell
to record lows. In a complete set of national accounts
that combines the FFA with the NIPA’, the change in
wealth arising from capital gains and losses would ap-
pear in the accumulation accounts. (For further details
on an accumulation account, see table 2 at the end of
the article.)

The NIPA concept of personal saving can be calcu-
lated with data from the FFA. The FFA records house-
holds’ current investment in tangible and financial
assets and net increases in household liabilities. As an
accounting matter, household saving must be used to
invest in assets, such as corporate equities and real es-
tate, or it must be used to pay down liabilities, such as
mortgages and credit card debt. Because the flows re-
corded in the FFA exclude capital gains associated with

2. NIPA table 2.1 shows personal consumption expenditures and two
additional items, personal interest payments and net transfers to the rest of
the world, as subtractions from DPI in the calculation of personal saving.
For simplicity, this article refers to all these items collectively as “consump-
tion.” Capital transfers and other special factors that change wealth but
count neither as capital gains nor as income are ignored.

3. Net worth from the FFA is not valued strictly at market prices. Most
tangible assets, as well as corporate equities and mutual funds, are valued at
market prices, but fixed income assets (such as bonds) and liabilities are
recorded at book value.
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existing assets, the calculation of a NIPA-concept per-
sonal saving measure is straightforward: Personal sav-
ing equals the net acquisition of financial and tangible
assets, less the net increase in liabilities of the personal
sector and the net capital transfers received by the per-
sonal sector.*

Issues in Measuring Personal Saving

Sector definitions

The definition of sectors in the NIPA’s can affect the
amount of national saving that is attributed to the per-
sonal sector. National saving includes the funds that
the three sectors of the domestic economy—the per-
sonal sector, the business sector, and the government
sector—make available for investment. The boundary
lines between sectors, particularly those between the
business and personal sectors, are somewhat difficult
to draw because of the complicated set of interactions
among participants both within and across sector
lines. Though sector definitions do not alter national
saving, they can affect the allocation of saving across
sectors; in particular, sector definitions have important
implications for the measurement of personal con-
sumption expenditures and personal income.

In the NIPA’s, the personal sector consists of house-
holds and nonprofit institutions that primarily serve
households. Pension funds, some insurance reserves,
and private trust funds are treated as the property of
persons.® As a result, payments of benefits from pen-
sion funds to retirees are treated as transfers within the
personal sector rather than as personal income. In con-
trast, employer contributions to pension plans are con-
sidered to be compensation from the business or
government sector to the personal sector; therefore,
they are counted in personal income. The treatment of
pension income is one way that the definitions of sec-
tor boundaries significantly affect the measure of per-
sonal saving in the NIPA's.

Treatment of defined benefit pension plans

Treating pension funds as part of the personal sector in
the NIPA’s causes the net saving by pension plans to be
included in personal saving.® This treatment seems ap-

4. The net acquisition of tangible assets equals gross acquisition minus
depreciation, or “consumption of fixed capital” Although the national sav-
ing measure highlighted at the top of NIPA table 5.1 is a gross measure, per-
sonal saving is a net measure because depreciation expenses are deducted
from personal rental income, including homeowners’ imputed rental
income, and from proprietors’ income. Net capital transfers received by the
personal sector are composed primarily of Federal and State estate and gift
tax payments and hence are typically negative. The treatment of net capital
transfers is discussed in Moulton, Parker, and Seskin (1999).

5. Social security and other government transfer programs are included in
the government sector.
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propriate for defined contribution (DC) pension
plans, such as 401(k) accounts, which are in many ways
similar to individual retirement accounts (IRAs). Al-
though employers usually contribute to these pension
plans and may exercise some control over investment
decisions, the employee bears the investment risk and
is generally entitled to all the funds accrued in the ac-
count at retirement. Because all funds in DC plans be-
long to employees, or persons, including them in the
personal sector seems reasonable.

Inclusion of defined benefit (DB) pension plans in
the personal sector has, however, generated some con-
troversy.” In contrast to DC plans, employees are not
entitled to all the funds that accrue in DB pension
plans; rather, retirement benefits are based on a for-
mula that typically includes salary and years of service.
Conceptually, the personal-sector saving that is attrib-
uted to pension funds should be equal to the increase
in the value of the benefits promised to employees in a
given period. However, the firm’s contribution to its
pension plan does not have to equal the increase in the
actuarial value of the firm’s expected pension liability.?
Indeed, just as a household’s saving may decline if it
has capital gains on its assets, a firm that has large
gains on its investments may not need to make pension
contributions to meet its pension obligations. As a re-
sult, in periods of large capital gains, such as the 1990s,
the pension component of personal saving may fall
even if the actuarial value of promised pension benefits
rises.’

Because businesses and governments are liable for
payment of accrued retirement benefits according to
the plan formula, a reasonable alternative treatment of
DB plans would be to assign them to the business and
government sectors.!® If DB plans were part of the
business and government sectors, then personal in-

6. Since employer contributions to pension plans, which represent funds
set aside by business or government to pay retirement benefits, count as
part of personal income, they are part of personal saving. Retirement plans
with no employer contribution, such as individual retirement accounts, fall
outside the definition of pension plans in the NIPA’.

7. Employer-sponsored group insurance plans are treated similarly to
pension plans in the NIPA and thus could logically be included in any alter-
native treatment given to DB pension plans. Interest in an alternative treat-
ment for benefit plans other than DB pensions has, however, been limited,
in part because the effect of changing the treatment of these plans would be
relatively small.

8. While a DB pension plan can be either underfunded or overfunded,
there are rules against significant levels of underfunding, and there are dis-
incentives to large amounts of overfunding.

9. Net private saving is unaffected by such changes in pension plan contri-
butions because it combines personal and business saving. Like personal
saving, net private saving falls relative to DPI, beginning in 1992, but it falls
about 1 percentage point less.

10. Howrey and Hymans (1992) present estimates of “loanable funds sav-
ing,” which treats all pension funds the way that social insurance is treated,
that is, as part of the business or government sectors rather than the per-
sonal sector.
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come and, theretore, saving would be recorded when
benefits are paid to retirees rather than when employ-
ers contribute to the plans. This change in sector defi-
nition would shift saving from the benefits accrual
stage to the payout stage and would significantly alter
the contour of personal saving rates over the past two
decades.

Chart 1 shows an alternative measure of personal
saving that excludes the net saving of DB plans, which
is equal to employer contributions plus employee con-
tributions and interest and dividends on assets less
benefit payments and administrative expenses.' Ex-
cluding DB plans from the personal sector reduces per-
sonal saving for most of the 1980-2000 period by
nearly 2 percent of DPI in 1980 and by less through
much of the 1980s and 1990s. However, starting in the
mid-1990s, employers’ pension contributions are so
low that net pension saving in DB plans is actually neg-
ative.'? Indeed, as the chart shows, altering the treat-
ment of DB plans boosts the adjusted saving measure
as much as ¥ percent of DPI in 2000. Therefore, the
personal saving measure adjusted to exclude DB plans
did not decline as steeply as the published measure; the
drop in saving by DB pension plans accounted for
nearly 2V percentage points, or about one-fourth of
the 9¥4-percentage-point decline in published personal
saving rates over the past two decades. (See also table
1.)

Treatment of consumer durabie goods

Saving is roughly equal to after-tax income less con-
sumption, so the measurement of saving depends criti-
cally on whether certain expenditures are classified as
consumption or investment. A defining feature of net
investment—or increments to wealth net of capital
gains and depreciation—is that it increases the future
consumption possibilities of households whereas cur-
rent consumption expenditures do not.

Classifying some types of transactions as either con-
sumption or investment is simple. For example, a meal
purchased at a restaurant is consumed immediately
and is therefore part of current consumption expendi-
tures. Alternatively, money placed in a bank account is
clearly part of saving and is likely loaned out to sup-
port investment by the personal sector, the business

11. The net saving of DB plans is equal to income less administrative
expenses; only the income component of net saving (contributions plus
interest plus dividends less benefits) is subtracted from DPI to construct the
adjusted DPI used to calculate the saving rate. Administrative expenses are
part of PCE and are therefore excluded from saving but not from income.

12. The stock market boom of the late 1990s is likely the major reason for
the reductions in employer contributions to DB plans, but the decline in
DB pension saving also reflects a shift away from DB plans in favor of DC
plans. See Poterba, Venti, and Wise (2001).
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sector, or the government sector.

Expenditures on other types of goods, such as those
that may last for several years, may not be so easy to
classify as consumption or investment. Indeed, expen-
ditures for housing and consumer durable goods in-
clude elements of both categories. For example,
investments in housing raise future consumption pos-
sibilities because they yield a stream of housing ser-
vices over time; therefore, housing is treated as an
investment good in the NIPA’s.®> The measures of
wealth held as produced assets in NIPA table 5.16 in-
clude the value of the housing stock.

However, the NIPA’s treat net purchases of con-
sumer durable goods, which also provide a stream of
services over a period of years, as consumption rather
than as investment. Consumer durable goods consist
of items, such as television sets and automobiles, that
are expected to provide a stream of services—like the
transportation services provided by automobiles—for
3 years or more. Therefore, the acquisition of a durable
good increases future consumption possibilities in
much the same way that the acquisition of a financial
asset or housing does, and for this reason many have
argued that spending on durable goods should be
treated as investment rather than consumption. If du-
rable goods share the same characteristics as housing,
then like housing, the stock of consumer durable

13, In the NIPAs, net investment in housing is incorporated by imputing
a housing service flow to PCE equal to the rental value of the house and by
imputing an associated rental income to personal income {which is simply
the imputed rental value net of depreciation and other costs). See the box
“Treatment of Owner-Occupied Housing in the NIPA’s.”
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goods should be included as a component of house-
hold wealth. Indeed, durable goods are treated as as-
sets in the FFA.®

However, conceptual and practical problems arise in
counting consumer durable goods as capital assets in
the NIPAs. On the conceptual side, treating durable
goods as assets would imply that services furnished by
these assets should count in gross domestic product
(GDP). Yet these services, together with labor from
household members, are inputs into household pro-
duction activities that are out of scope for GDP. Be-
cause household production is out of scope for GDP,

14. Expanding the definition of tangible assets to include consumer dura-
ble goods is a minor adjustment compared with some proposals for defin-
ing investment. In particular, since the discovery and diffusion of
knowledge are important sources of economic growth, an expansion of
measures of investment to include expenditures on intangible assets such as
training, education, and research and development may be appropriate for
some types of analysis. Some estimates imply that adding knowledge capital
to investment boosts the net national saving rate between 15 percent and 25
percent of DPI from 1950 to the early 1990s (Nordhaus 1995). Similarly, as
Jorgenson and Fraumeni (1989) found, investment in human capital is sev-
eral times larger than investment in tangible assets. Nevertheless, the value
and rates of depreciation of such intangible assets are subject to consider-
able uncertainty; therefore, most intangible assets are excluded from invest-
ment in the NIPA’.

15. Adding net investment in consumer durables to saving gives the same
estimate of personal saving as imputing rental expenditures and rental
incomie from durables. Under the latter approach, however, the measure of
DPI in the denominator of the personal saving rate calculation would be
larger by the amount of durable goods owners’ imputed rental income, but
not by enough to have an appreciable effect on the saving rate.
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the System of National Accounts (1993), which provides
international guidelines for national accounts, recom-
mends that spending on consumer durables be treated
as consumption. On the practical side, the lack of vi-
brant rental markets for a broad variety of durable
goods would make many rental values hard to im-
pute.!s In addition, the imputations for the expendi-
tures and income from the services of the durables
treated as assets would make the NIPA’s more complex
and make the market-based transactions that interest
many users of the NIPA’s harder to follow.
Nevertheless, a measure of personal saving that in-
cludes net investment in durable goods remains a rea-
sonable alternative to the published NIPA measure.!”

16. The rental-equivalence approach used to impute income and con-
sumption for owner-occupied housing can also be applied to impute
income and consumption for consumer durable goods. With this approach,
the increment to saving from durable goods is equal to gross investment in
durable goods plus the income generated from those goods less the con-
sumption associated with them. As with owner-occupied housing, the
imputed service flow from consumer durables is equal to an imputed rental
value, and the imputed rental income from durables is calculated as: the
rental value less depreciation, personal property taxes, and interest on con-
sumer loans. However, because property taxes and interest on consumer
loans are already excluded from saving as part of tax payments and interest
outlays, the net addition to saving from adopting rental equivalence for
durables would equal gross investment in durables less depreciation on the
stock of durables.

17. The FFA have always featured a measure of personal saving that
includes net investment in consumer durable goods. This treatment is con-
sistent with the net worth concept in the FFA, which counts consumer
durables as a component of wealth on the household balance sheet.

The treatment of homeowners in the national income
and product accounts {NIPA’s) is designed to make GDP
invariant to how much of the housing stock is occupied
by owners. Homeowners are treated as landlords in the
business sector who produce housing services that they
consume as tenants in the personal sector. Their imputed
rental expense is included in personal consumption
expenditures, and their imputed net rental income is
included in personal income.

BEA imputes the rental income of homeowners as a
residual by subtracting the expenses that a landlord
would pay from the imputed rents of residences occupied
by their owners. Expenses considered in the calculation
of homeowners’ imputed rental income include services
and materials to acquire and maintain the residence
(closing costs, repairs, and property insurance), which
count as intermediate inputs. Homeowners’ expenses
also include mortgage interest, indirect business tax and
nontax liability (primarily property taxes), and con-
sumption of fixed capital (depreciation). The largest and
most variable of these items is mortgage interest, which,
as an expense, reduces imputed rental income, personal

Treatment of Owner-Occupied Housing in the NIPA’s

income, and personal saving. Mortgage interest pay-
ments are around 2 percent of DPI in the 1960s, reach a
plateau of 5 percent of DPI in 1990, and remain under 4.5
percent of DPI after 1993.

NIPA table 8.21 shows the rental income imputed to
homeowners. This income has slightly exceeded 1 per-
cent of DPI since 1994, compared with a range of 0.1 to
0.7 percent of DPI in the 1980s. Inclusion of imputed
rental income in personal income raises the value of the
denominator in the calculation of the personal saving
rate, but the effect on the calculation is negligible.

On the other hand, leaving net expenditures to pur-
chase new residences out of personal consumption
expenditures and deducting CFC for these residences
from personal income has a substantial effect on the cal-
culation of the personal saving rate. In most years, these
procedures raise personal saving by enough to add about
3 to 3 percentage points to the personal saving rate,
compared with a measure that treats these purchases of
new residences as current consumption. However, in
1981-82 and 1991-92, the effect on the personal saving
rate was only about 2 percentage points.

org/
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Chart 2 compares the path of the published NIPA per-
sonal saving rate with a personal saving measure that
has been augmented by net investment in durable
goods." The pattern of the saving rate adjusted to in-
clude consumer durable goods reflects the cvclical na-
ture of spending on these goods: Net investment in
consumer durables increased substantially in the
1990s, rising from about Y percent of DPI at the end
of 1991 to 3% percent in 2000. As a result, the adjust-
ment for consumer durables raises personal saving be-
tween Y2 percent and 3% percent of DPI compared
with the published NIPA measure but does not signifi-
cantly alter the decline in the saving rate in the late
1990s.

Effect of inflation on measured personal saving
rates

Another issue that arises in implementing equation 1 is
whether the equation should be stated in real terms or
in nominal terms. The personal saving rate in the
NIPA’s is calculated from nominal values of income
and consumption. To the extent that inflation simply
scales up the value of income and consumption, it will
have little effect on the saving rate. Inflation tends,
however, to raise interest income and outlays by more
than the change in the general price level. As a result,
saving rates vary with the rate of inflation.

The mechanism that raises interest income and out-
lays in the presence of expected inflation is straightfor-
ward. If there were no adjustment to nominal interest
rates, then households with interest-bearing wealth
would clearly be worse off 111 inflationary periods be-
cause inflation erodes the purchasing power of their
wealth. As a result, when those with money to lend an-
ticipate inflation, they demand higher nominal rates of
interest to compensate for the loss in purchasing power
of both the principal and the interest income associ-
ated with that asset. Roughly, the required increase in
nominal interest income is equal to the product of the
inflation rate and the real value of the previous pe-
riod’s net interest-bearing assets.!" It the value of inter-
est-bearing assets exceeds the value of interest-bearing
liabilities in the personal sector, the increase in nomi-
nal interest rates will raise measured personal saving

18. Net investment in durable goods differs slightly from PCE for durable
goods (less depreciation) because of the treatment of used automobiles. In
particular, net investment in automobiles 15 calculated as the change in the
value of the depreciared stock of automobiles, whereas consumption expen-
ditures include premivms charged by incorporated auto dealers.

19. The precise adjustment to nominal rates required to make the con-
sumer as well off inan inflationary economy (where the inflation rate is
given by 7T} as in a noninflationary economy is T, + 7/, where the first
term compensates for the loss in purchasing power of the value of the asset
and the second term compensates for the loss in purchasing power of the
mterest income generated by that asset. The adiustment can be derived by

adjusting all the variables in equation 1 tor intlation.
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even though it leaves the purchasing power of house-
hold net worth unchanged.®

The eftect of inflation on net interest income may
cause difficulty in interpreting changes in personal sav-
ing rates over time. In particular, because the personal
sector tends to be a net lender to other sectors, a de-
chine in personal saving will be observed as inflationary
pressures wane, even if the real values of interest in-
come and outlays and of noninterest income and con-
sumption are unchanged.

A measure of personal saving that removes the infla-
tion premium—or the amount of interest income re-
quired to cover the loss of purchasing power induced
by inflation—from nominal interest earned on assets
and nominal interest paid on liabilities shows how real
saving behavior has changed over time. The inflation
premium is estimated by multiplying the realized infla-
tion rate, as measured by the average change in the
chain-type price index for PCE, by the average hold-
ings of interest-bearing assets less liabilities for the per-
sonal sector recorded in the FFA. Assets held indirectly
through pension plans, imsurance contracts, personal
trusts, and mutual funds are included. Since personal
income includes the profits of noncorporate busi-
nesses, such as sole proprietorships and partnerships,
the interest-bearing assets and liabilities of noncorpo-
rate businesses are also included in the adjustment.
These businesses tend to be net borrowers, so the effect

20.7To a farge extent, intlation-induced increases in saving by the personal
sector witl be oftset by inflation-induced reductions in saving by the busi-
ness sector and the government sector, leaving national saving little
changed. Net foreign borrowing or lending prevents this offset from being

complete.
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of adjusting their net interest-bearing assets for infla-
tion partly offsets the effect of adjusting the net inter-
est-bearing assets of households, which tend to be net
lenders.

Chart 3 shows the path of the inflation-adjusted
personal saving rate over the past 20 years. When infla-
tion is relatively high, as it was in the early 1980s, the
inflation-adjusted saving rate is 1% to 2Y2 percentage
points below the published rate. As inflation rates
come down, as they did in the 1990s, the gap between
the inflation-adjusted saving rate and the published
measure narrows; by 1998, the gap is just 'z percentage
point. Although the inflation-adjusted measure falls
less than the published measure, it still declines signifi-
cantly from its peak of 9% percent of DPI in 1982 to
about zero in 2000.

Treatment of capital gains and capital gains taxes

In the NIPA’s, personal income excludes capital gains
(and losses) because they do not derive from current
production. As a result, the large capital gains realized
during the stock market boom of the 1990s failed to
boost personal saving. Indeed, they effectively reduced
measured personal saving over that period because
taxes paid on those gains are included in personal tax
payments, which are deducted from personal income
in calculating DPI.

Some have argued that the NIPA treatment of capi-
tal gains is inconsistent with its treatment of capital
gains taxes: If capital gains are not part of income, then
taxes on those gains should not be counted against in-
come as personal tax payments. Despite these argu-
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ments, the NIPA treatment is appropriate given the
purpose of the NIPA accounting framework. Changes
in asset values due to price changes provide no new
funds for investment—they merely represent changes
in the asset and liability positions of some investors
relative to others. Capital gains taxes, however, do rep-
resent payments from the personal sector to the gov-
ernment sector. The reason why a tax is due is
generally not a consideration in deciding whether to
account for it in the NIPAs.?! Furthermore, if the
NIPA’s did not count capital gains taxes as personal tax
payments, then the government could not be credited
with the capital gains tax revenue. This treatment
would have unsatisfactory consequences for the mea-
sure of the government surplus or deficit.
Nevertheless, if one steps outside the NIPA frame-
work, a plausible implementation of equation 1 might
be to expand the concept of income by including capi-
tal gains or to narrow the concept of tax payments by
excluding capital gains taxes from personal tax pay-
ments. To show the effect of the treatment of capital
gains taxes on personal saving over the past two de-
cades, chart 4 presents a measure of saving that ex-
cludes those taxes from personal tax payments. Only
Federal taxes on capital gains are considered; State cap-
ital gains taxes have been estimated to range between

21. However, the NIPAs do not include estate and gift taxes in personal
tax payments because those taxes are classified as net capital transfers. A
defining feature of a net capital transfer is that it is a transaction in which
one party gets something for nothing. Capital gains realized in the sale of
stock or some other appreciated asset do not qualify under this criterion, as
one investor pays an appreciated price for the asset that another investor is
selling.
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one-tenth and one-fifth the size of Federal capital gains
taxes.

The chart shows that Federal capital gains taxes typ-
ically accounted for between %5 percent and 1 percent
of DPI in the past two decades, but they are estimated
to have increased to 1% percent from 1998 forward.
Therefore, excluding capital gains tax payments from
personal tax payments raises the adjusted saving mea-
sure by relatively more in recent years and eliminates at
most 1 percentage point of the decline in the personal
saving rate. The treatment of capital gains appears to
be responsible for very little of the sharp decline in
personal saving over the past 20 years.

Measures of Wealth Accumulation

Although saving measures that exclude capital gains
are appropriate for the purposes of the NIPA’s, broader
concepts of saving that include capital gains along with
NIPA-concept saving can be useful for understanding
changes in the future consumption possibilities of
households. Indeed, accounting for the capital-gains
component of changes in wealth is important for un-
derstanding changes in the NIPA-concept saving rate.
For example, households that are saving to accumulate
enough funds for retirement may find that they can
save less if they experience larger-than-expected gains
in the value of their net worth.*

Published quarterly, the FFA provide estimates of
household net worth, which is defined as the value of
financial and tangible assets minus liabilities. They also
provide a decomposition of sources of change in net
worth. Any increase in the level of net worth from one
period to the next must, in the absence of discontinui-
ties, be due either to capital gains on existing assets or
to money taken out of current income to purchase as-
sets or pay down debt.? These sources of change in net
wealth are tabulated in the accumulation account in
table 2.

As chart 5 shows, the total change in household
wealth averaged 36 percent of DPI over the past two
decades, with capital gains accounting for about two-
thirds of the total change in wealth, on average. How-
ever, the wealth accumulation measure exhibits con-
siderable volatility; the change in wealth rises from 10

22. The phenomenon of reduced household saving in response to rising
wealth has been dubbed the wealth effect on consumption. Recent work
indicates that the magnitude of this effect is in the range of 3-5 cents of
additional consumption per dollar of additional wealth (see, for example,
Poterba 2000).

23. The net worth figures include capital gains on real estate as well as
capital gains on corporate equity, held directly or indirectly through mutual
funds, pension funds, life insurance contracts, and bank personal trusts and
estates. Other financial instruments, such as bonds, are carried at book
value; hence, the net worth figures do not include capital gains or losses on
those assets and habilities.
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percent in 1990, balloons close to 75 percent of DPI in
1999, and then falls to a record low of nearly —10 per-
cent in 2000. Besides revealing the large magnitude
and volatility of capital gains, chart 5 suggests that the
low rates of personal saving since the mid-1990s might
be partly explained by the surge in household net
worth caused by the stock market boom of the 1990s.

The large gains of the 1990s are especially unusual
because they occurred when inflation was low. During
periods of significant inflation, some gains in asset
prices simply reflect changes in the general price level
and therefore do not represent increases in the real
consumption possibilities of the asset holders. In 1980,
for example, the personal sector’s nominal capital
gains are around 50 percent of nominal DPI, but the
chain-type price index for PCE indicates an inflation
rate of around 10 percent per year. Deducting the price
changes that merely maintain assets’ real value in
terms of consumption goods and services shows that
in real terms the personal sector’s capital gains are only
around 5 percent of real DPI in 1980. In contrast, from
1995 to 1999, real capital gains range from 25 to 55
percent of real DPI, compared with a range of 36 to 68
percent for the ratio of nominal capital gains to DPI.
(For data on real capital gains and real net worth, see
table 3.)

National Saving
An important reason for concern about personal sav-
ing is its role in funding the capital accumulation that
is vital for economic growth. The domestic source of
funds for capital investments is net national saving,
which includes personal saving, saving by businesses

CHART 5

Measures of Wealth Accumlation
{As a percent of disposable personal income]
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Change in household net wealth
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(undistributed profits), and saving by governments
(surpluses). Personal saving generally accounts for
most of this total, and it is almost always larger than ei-
ther of the other two components of net national sav-
ing.

However, low levels of personal saving need not im-
ply inadequate national saving. National saving is
more stable than the saving by individual sectors of the
domestic economy because swings in personal saving
and government saving tend to offset each other. For
example, as shown in chart 6, net national saving re-
bounds from a trough of below 4 percent of net na-
tional product (NNP) in 1993 to over 7 percent of
NNP in 1998, despite the decline in personal saving be-
tween those years. This rebound reflects an increase in
government saving that exceeds the fall in personal
saving. Nevertheless, net national saving averaged 9
percent of NNP in 1980-81, and viewed from a long-
term perspective, net national saving is down substan-
tially.

Conclusion

Personal saving provides funds for new capital invest-
ment, which in turn powers economic growth and
raises the future consumption possibilities of house-
holds. Though the definition of personal saving is
fairly simple—DPI less consumption—the definitions
of personal income and consumption can be contro-
versial.

The definitions of income and consumption ex-
plored in this article differ from those used in the
NIPAs. These definitions (1) alter the boundaries of
the personal sector by excluding defined benefit pen-

CHART 6

~ Net National Saving and Personal Saving
[As a percent of net national product]
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sion plans, (2) treat consumer durable goods expendi-
tures as investment rather than consumption, (3)
remove the effects of inflation from nominal interest
income and outlays, and (4) narrow the definition of
personal tax payments by excluding taxes paid on capi-
tal gains. These adjustments flatten the contour of per-
sonal saving, but not enough to alter the conclusion
that personal saving rates have fallen to very low levels
in recent years.

Since the personal sector is usually the main source
of national saving, one concern raised by the decline in
the NIPA personal saving rate over the past two de-
cades is whether national saving is still adequate to
fund needed capital accumulation. The record low of
net foreign investment in 2000 shows the effects of low
national saving. Nevertheless, the decline in personal
saving in the late 1990s was offset by a large increase in
government saving. As a result, net national saving ac-
tually increased through much of the 1990s, albeit not
to the levels that prevailed before 1982. Furthermore,
net domestic investment in new capital assets (which
includes private domestic investment and government
investment less consumption of fixed capital) in-
creased even more as a percent of NNP, regaining the
level it had at the beginning of the 1980s.

Two more concerns raised by the decline in personal
saving are the retirement preparedness of households
and the ability of households to weather unexpected
shocks to their income or expenses. However, the re-
cent decline in personal saving rates does not in itself
indicate that households are ill-prepared to finance
their retirement or to handle unexpected expenses. To
get a sense of the strength of household balance sheets,
a broader measure of wealth accumulation is useful.
Perhaps the broadest concept of personal saving is the
change in household net worth, which can be mea-
sured using data from the FFA. Change in net worth in
the FFA includes increments to wealth that are unre-
lated to current production, in particular, capital gains
on existing tangible and financial assets as well as net
investment in consumer durable goods.

Capital gains in the last half of the 1990s were re-
sponsible for large gains in household net worth as
measured by the FFA. However, capital gains can be
quite volatile, particularly for financial assets such as
equities, so relying exclusively on these gains for finan-
cial security, or even to finance longer term needs such
as retirement, would be imprudent.

Furthermore, both the NIPA saving measures and
the FFA wealth measures provide information about
all households combined. Because they do not mea-
sure how wealth and saving are distributed across
households, they have limited value for addressing
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Table 5. Direct Investment: Income, Capital, Royalties and License Fees, and Other Private Services
[Miltions of dollars]
Not seasonally adjusted Seasonally adjusted
Line (Credits +; debits -) 2000 | 2001~ 2000 2001 2000 2001
! ] 1] v l I 114 Ve l i m v I 1K Iy e
U.S. direct investment abroad:
1 {Income with current-cost adjustment, before
deduction of withholding taxes (table 1, line 14) | 143,240% 132,651 35,309] 37,955| 37,0461 38,930 37,706 34,452 30,730 29,763 34,734 37,591| 37,335 39,581 37,096| 34,3111 31,008} 30,241
2| Earnings 145,674 128,486{ 34,469| 37,133| 36,200) 37,872 36,728| 33471 29,627 28,660 33,894 36,769| 36,489| 38,523 36,117 33,330| 29,904} 29,138
3 Distributed earnings.................cevevverereeersiees 45984 44,189| 7,869] 10,235 9,327) 18,553| 9,625| 10,204] 8475] 15885| 9,820 12,151| 11,559| 12,454 11,914} 11,969} 10,050 10,260
4 R ted earnings 99,691| 84,296| 26,601| 26,898 26,873 19,319 27,102] 23,267 21,152] 12,775) 24,074 | 24,618| 24,930 26,069| 24,203| 21,361{ 19,854 | 18,878
5 linterest’ ,566 167 840 82 846 1,058 979 981 1041 1,103 840 822 846| 1,058 979 9811 1,104{ 1,103
6 U.S. parents’ (eCeipts ..o 71501 7,829| 1,628] 1,714| 1.819] 1,.989) 1,943} 1961( 1,968| 1957| 1,628) 1,714 1,819} 1,989] 1,943| 1961| 19681 1957
7 U.S. parents’ p: -35851 -3663| -789| -8 9731 -931| -964| -980| -865 541 -789f -892| -973 -931| -964| -980| -865| -854
8 | Less: Current-cost adj 13,180 14,816| 3,212 3254| 3316) 3,398| 3500| 3623| 3765| 3928| 3.212| 3254 33161 3398] 3500} 3623] 3,765] 3928
9| Less: Withholding taxes.. 1,273 146 298 31 239 420 35 242 255 297 344 359 268 302 40 25! 274 209
10| Equals: Income without ¢
after deduction of withholding taxes 2...... 134,7871 116,689] 31,7991 34,385| 33.491| 35,112} 33,854 30,587) 26,710 25538 31,177| 33,978 33,751( 35,881| 33,191 30,4291 26,968 26,104
11] Petroleum 18,5231 17,595| 3,990| 4,004 4,736| 5703| 5353 4.959| 3,519 23,7641 3507] 4170f 4929| 5917| 4,789 51321 3718| 3958
12 Manufacturmg 39.268] 29,6151 9,822] 10,347 97221 9377 9,01 7.219] 69641 64131 9683} 9864} 9789| 9932| 8920] 6,888 7,023] 6,785
13] Oth 76996| 69.479] 17:987{ 19,044 19033| 20,032 19:482| 18:409| 16.:227| 15,361 | 17.987| 19.944| 19,033 20,032 | 19.482] 18409 16:227| 15,361
14 Caglta| wrth current-cost adjustment (table 1, line
~152,437 [-156,019 {-40,915 |~35,626 | -43,576 |-32,320 | ~44,021 | -43,153 [ -44,522 | -24,323 | ~38,388 | 33,346 [ 41,634 {39,070 |~41,122 141,246 | -43,224 |-30,426
151 Equity capital -7,885-12,168 | 8,545 1-13,675|-18,960 |-11,179 |~15,531 [-14,323 | ~7,885(-12,168] -8,545-13,675[-18,960 1-11,179
16 Increases in equity capital . ~13,685 118,989 (-13,734 —19 239 -21572 |-16,642 |-18,275 |-19,324 —13 6861-18,989 [-13,734 {19,239 |-21,572 |-16,642
17 Decreases in equity capital ¢ 5800 68211 5190| 5564| 26i1] 54631 2.744) 5001| 5800] 63821 5190| 556 2,611 5463
18| Rei d earnings 26,873 [-19,319|~27.102 |-23.267 |-21.152 |-12.775 |~24.074 | 24618 24,930 |-26,069 |-24.203 21,361 |~19,854 |-18.878
19]  Int el -8819| -833| -8,374| -6.210] ~4.41 <369 1.217| 5595] -8:89 -8331 8374 -6.210| —4.41 -369
20 us. parems 1eCEIVADIES oo 5 -5635| 5,239} -6,779| -9,167| ~4,091 967| -3,867| ~1,214] -5,635| -5,239] -6,779| 9,167 —4,001 967
21 U.S. parel 13115 E 084| 6809| -3184| 4406| -1505 2356 -319| -1,336] 5084| 6,809| -3.184] 4406] -1,595| 295 =319} -1,336
22 |Less: Current-cost adlustment (line 8 with sign
reversed) -13,180] -14,816) 3,212 -3,254| -3,316{ -3,398| -3,500| ~3,623| ~3,765| -3,928] -3,212] 3,254 —3,316] -3,398| -3,500| -3,623| -3,765] 3,928
23 | Equals: Capital without current-cost adjustment 2 |-139,257 |-141.203 [-37.703 {-32.372 | -40.260 |-28,922 {40,521 |-39,530 | 40,757 | 20,395 |-35,176 [-30,092 |-38.318 |-35.672 |-37.622 |-37.623 |-39.459 {26,498
241 “Equity capital (ine 15)......comrcervcevonreneccurecrionacns 9.907| 52,359 |-15:531 |-14,323 | 7,885 (12,168 | -8.545 13,675 |-18.960 |-11.179| 15,531 |-14:323| —7:885|-12.168 | —8.545 |-13,675 (~18.960 |-11,179
25 Petroleum -4,553] -5565] -567] -2,551 -550| 88! -972| ~1.39 -769( -24311 -567) -2,556| =55 -880] -972| -1.39: -769| 2,431
26 MaNUFACHUMING ....cvevvermecccrecrerccrmareer e rnees -18,180 12,389} -5,8081 4,637 -2,246| 5,489 —4,154] 1,898 —1,920( —4,417| —5,808] —4,637| -2,246] —5,489] -4,154| -1,898| —1,920| -4,417
27 Other 27172 -34.405] -9.156| ~7.129] -5,089| 5,798 | -3.413(-10,384 |-16:271 | —4.331| 9,156 | -7.129] -5.089| -5.798| -3:419-10,384 |~16:271 | ~4.331
28] Reinvested earnings without current-cost
adjustment (ling 18 1ess line 22) ... -86,511| -69,480 (~23,389 [-23,644 [-23,557 |~15,921|-23,602 | -19,644 |-17,387 | -8,847 |-20,862 [-21,364 [-21,614 |~22,671 |-20,703 |-17,738 |-16,089 [-14,950
29 -13.165| -9:809| -3.159| -3,322| -3.433] -3.451 -3,945] ~3.205| -1.792| -867| -2.494| —2.971| -3.371| —4,328| -3.078| -2:969 -1,750| —2:010
30 Manufactunng ................................................ -23,466| 15,251 —6,501| -6,885| —6,577| -3,503 | —5,4691 ~3,386| -4,288| -2,108| 5,513} -5,754| —6,235| —5,964| —-4,611| -2,484} —4,164{ -3,994
31 Other 49,881} -44,4191-13,729|-13,638 |-13,547 | 8,967 |-14,188 [-13,053 |-11,306 | -5,872|-12,855(-12,639|-12,008 |-12,379{-13,013|-12,285 [~10,175 | -8,946
32 |mercompanydebt(hne19) ............................... -2840] —19,363| 1217| 5595| -8:819| -833| -8.374| -6210( -4.410| -369| 1217| 5595| -8.819] -833| -8374| 6210| ~4:410{ 369
33 Petroleum 313] ~2,908) 1,725] 4,07 ~472] 1,990] -1,923| -1,42 441 3l 1725] 4,07 -472 1,990} ~1,923| -1,42 a4 3
34 ManUFACHURING c.ouconeveonsrncnermns e scaeneesmnerrnennins -2455| -8280% -3,319 -7081 1,819| -247] -1,385| 1,612] -8,904 397) ~3319| -708| 1.819; -247) ~1,385 1,612 -8,904 397
35 Other -7700] 8174 2.811| 2.233]-10.167| -2,577| -5.066| ~6,393| 4.053] -768| 2811| 2:233|-10,167| -2,577{ -5.066| -6,393| 4.053] -768
36 {Rovalties and license fees, before deduction of
withholding taxes, net . 5361 5515 53971 5988| 5,158| 5272 5263) 5881 5581| 5673| 5529 5477 5370( 5421| 5400| 5,382
37{ U.S. parents’ receipts (t ,903] 6,044| 5939 6,558| 5697| 5822 5804| 6437 6,123} 6203f 6071| 6,047| 5909| 5971] 5941 5938
38| U.S. parents’ payments (table’T, part of line ~542| -530| -542| -570f -539; -550{ -54t| -556] -542{ -530} ~542| -570| -539] -550| -541| -556
39 |Other private services, before deduction of
withholding taxes, net 66231 7082| 1511] 17221 14961 1,894| 1,796| 1536| 1,643] 2,057{ 13601 1,757 14,5901 1,918] 16601 1576] 1735| 2,060
40) U.S. parenis’ receipts (table 1, part of 19,6041 20,644 4,621 8601 47011 5422) 4,926] 5032) 4947| 5739] 4,797| 4.897| 4894( 5016 5,116{ 5073} 5154} 5,300
41| U parents’ payments (table 1, part of line 27) | ~12.980( -13:612| -3,108| -3,138] -3.205] -3,528| -3.430| -3.496 | -3,305| -3,681| -3.437{ -3,140| -3.304| -3,098| -3.456| -3.497( -3.419| -3.240
Foreign direct investment in the United States:
42 JIncome with current-cost adjustment, before
deduction of withholding taxes (table 1, line 31) | ~68,009| ~37,430-18,003 {20,051 (~16,369 |-13,586 {14,030 |-11,485 -9,110] ~2,805 |-18,369 [~19,474 [-16,286 |-13,878 | 14,398 |~10,860 | -9,034| -3,139
43| Earnings -48,394 | ~14,910(-13,972|-15,457 [-11,023 | ~7,942| -8,640; -5,709 —3,507| 2,946|-14,338[-14,880(-10,941 | -8,234| —9,008| -5,084| -3431} 2612
44 Dmnhutedearnmgs ....................................... 24,744 —1954 6417 | -5.249| -5,561] ~7.517( -5.878| -2.191| -4.808] 6,664 | -7.186| -4.842| -6.688| 6,026 —6,203| -1.740| -6.415| 5,096
45 d earnings -23651| 4630 ~7.555(-10209| -5,462| -a25| -2.762| -3.518| 1.300| 9:610| -7.152|-10.038| ~4.253] —2:208] —2.715| -3:344| 2984| 7708
46| Interest" -10.614 —225520| —4.031| —4,594 | -5,345] ~5,644| -5.390] —5.776| 5,603 | ~5.751| -4.031| -4.504 | -5.:345| 5,644 —5.300| -5.776| -5.603| —5.751
47 U.S. affiliates’ pay e 222278 —25.380| —4.738| -5.217| -5.986] -6.337| -6.518] -6.389| -6,195] ~6.278( —4.738| -5.217| -5.986| 6,337 | —6,518] —6.389| -6.195| 6,278
48 U.S. affiliates’ FECEIPIS.....oovrverecrncosiresine ,664 860 70 623 641 693 1,128 613 592 527 707 623 641 693{ 1,128 613 592 527
49 [Less: Current-cost adj -6,538] -8,062| -1,547| -1,595| -1,659| -1.738| -1,833 -1,944| -2,071| -2,214] -1547| -1,595] -1,659] -1,738( 1,833} 1,944 ~2,071] 2,214
50 {Less: Withholding taxes -1,312 -922| -326] -315] -286| -385{ -267| ~-130| -209| -316] -410] -389| -282| -230| -352| -156| -212] -202
51| Equals: Income wuthoqt current-cost adjustment,
after deduction of withholding taxes 2 . -28,446 —16130 ~18,1411-14,424 | -11,4631-11,930| -9.411| 6,830 -275|-16413|-17,489|-14,345|-11,911]-12,213] -8,759| ~6,752| -724
52 Petroleum -12.385 3.920| ~4,143| -3:209{ —4.169| —4.278| —2.945| -993| -2:643| -3.920| 4143 | -3.209| —4.169] -4.278| -2.945] -993
53 Manufacturing. . ~9:826 —7578 -8:340| -6,101| -3531] -2,888 | -1.639| -3:872| —1,427| —7.861| —7.688| ~6.022| -3.979| -3.171| -987| -3.793| 1,875
54 Other -20,693| -6.237| -5.909 -5.881| ~4,180| -4.723| -4.873| 3,494 ~14] 2,144} 5909 -5,881| —4,180| —4,723}| —4,873] -3,494 -4 2,144
55 Cagnal wnth current-cost adjustment (table 1, fine i
287,655 157.936| 36,911 90,565| 77,255| 82,9241 52,864 | 65,729] 24,295| 15,048{ 36,508 90,394} 76,046 | 84,707 52,818 65,554 | 22,611 16,951
56 Equxtyca ital 216,749] 113229| 25,012| 73,056 37,2461 81,435] 21,846| 48,736| 13.457| 29,190 25,012| 73,056| 37,246 81,435| 21,846 48,736 13.457| 29,190
57 (ncreases in equity capital ® 233,864) 126,986 | 30,516 75,614 44,2551 83,479 22,597 | 55,108 18,736 30,545) 30,516 75614 44,255| 83,4791 22,597 55,108 18,736| 30,545
58|  Decreases in equity capital ¢ -17,115| -13,758| -5,504| -2,557| ~7,009| -2,045| -751| -6,372] -5,279| -1,356{ -5,504] -2,557 | -7,009]| -2,045] -751| ~6,372| 6,279 -1,356
59 d earnings 23,651 630| 7,555{ 10,209| 5462 4251 27621 3518f ~1,300{ -9,610( 7,152 10,038] 42531 22081 2,715| 3,344| -2,984| -7,708
60 lntercom anydebt ............................................. 47,255| 49,3381 4,344 7,300} 34,5471 1,064| 28257 13,474| 12,138) 4531 4,344| 73001 34,547 1,064| 28257 13,474 12,138] —4,531
61 U.S. affiliates’ payabl 66,674| 40,173} 10,832 10,461{ 35456| 9,925 16,211 12,150| 16,666] —4,.854| 10,832 10,461} 35456| 9,925} 16,211| 12,450] 16,666] —4,854
62 us. afflhates bl -19418| 9163| —6.488( -3,160] -909) -8:861| 12,045 1.324| 4,528 322| -6488| -3,160) -909| -8,861| 12,045 1,324 —4,528 322
63 |Less: Current-cost adjustment (Ime 49 with sign
reversed 6539 8062 1547| 1595| 1,659 1738( 1.833] 1944 2071| 2214| 1547| 1595 1,659| 1,738 1,833( 19441 2,071] 2214
64 |Equals: Capnalwnhoutcurrent~costamustmemz 281,116] 149,874 | 35,364 88,970( 75,596| 81,186| 51,031 63,785| 22,224 | 12,8341 34,961| 88,799| 74,387 | 82,969 50,985| 63,610 20,540| 14,737
65| Equity capital (Ine 56).....ccceevecevvorerrsenrvcersronces 16,7491 113,229 25,0121 73,0561 37,2461 81,435] 21 846 48,736| 134571 29,1901 25,012 73,056] 37,246] 81,435) 21,846 48,736 13,457| 29,190
66 Petroleum 35599) 5,556 1251 34,179 131] 1,164 647 668 520 3721 125} 34,179 131] 1,164 647 668 5201 3,721
67 MANUFACIUTING ....cvvvorececerecormnrecnecensenmsescnenes 554341 28,9081 8274] 10,920| 5.824] 30416| 7559 8,166 6,951| 6,232| 8274 10,920| 5,824 30,416) 7,559| 8,166] 6,951 6,232
68 Other 125,715 78,7661 16,613] 27,957 31,291| 49,854 13,640 39,902| 5,987| 19,237 16,613| 27,957 | 31,291 49,854 13,640{ 39,902] 5987} 19,237
69{ Reinvested earnings without current-cost
adjustment {fine 59 less ling 63) .............ccene 17,112| 12,6921 6,008| 8614| 3803 -1,313 9291 1,574] -3371|-11,824| 5605] 8443 2594 470 882| 1,400 -5,055( -9,922
70 Petroleum 9667 7.883) 2,192] 3127 2709| 1,639 1,754 3.877{ 2,808f -5561 2,192} 37127 2,709| 1,639| 1,754} 38771 2.808] -556
71 facturing 5687{ -10,3091 1,786] 5,186] 1376] -2,661| 1,038 -2,241| -2,648] —4,382| 1,920] 4,561 521] -1,315] -537] -2,672] -4,216| -2,884
72 Other 1,7581 -10,266{ 2,030 301)] -282] -291 213 62| -3531{ -6,886| 1,493 755 636 1461 -335 195 -3,647| 6,482
73 Intercompany debt (line 80 ....ccrvueemeereccrrecenirnes 47.255| 493381 43441 7.300) 34,547] 1,064| 28,257 13474} 12,138) —4,531| 4,344| 73007 34,547{ 1,0641 28,257| 13,4747 12,138] ~4,531
74 Petroleum 801 2,525 4751 -163 9491 1540) -887] -965( -540( -133 475 ~163 9491 1,540 -B87( -965| -540} -133
75 Manutacturmg ................................................ 33,938| 24,331| 4,757{ 4,772 26,733| -2,324} 17,345| 10,607} 1,398) -5,019| 4,757 4,772| 26,733| -2,324| 17,345| 10,607| 1,398 -5,019
76 Other . 10516| 27531| -888] 2692 6864| 1:848{ 11.798] 3:832] 11.280 621] -888| 2692 6.864| 1.848| 11,798 3.832| 11280 621
77 [Royatties and license fees, before deduction of
WItNOIGING taXes, NBT oo -7809] -7.844] -1,754] -1,874| -1,913] -2,268] ~2,031( -2,055} -1,996( -1,762| ~1,812] -1,849| -2,0221 2,125} -2,074| 1,980 —2,106] ~1,683
78| U.S. affiliates’ payments (table 1, part of line 26) | 9,986 | —10,665( -2,175] -2277| -2,459] -3,075| -2,635| -2,633| -2.508] -2,799| -2,259| -2,348] -2,613] ~2,767| -2,726| -2,693| 2,751} 2,49
79| U.S. affiliates’ receipts ;table1 partofiine 9)...] 2177| 2,821 421 403 546 807 604 578 602 1,037 447 499 591 642 652 73 645 813
80 {Other private services, before deduction of
withholding taxes, net 296 -1,131 238| -258 -32] -244] -201| -557] -322 -51 163 -84y -100| -274| -334] -309| -389 -98
81[ U.S.affiliates’ payments (t -12,320| 15,872 -2,595{ -2,903 -3,128| -3,6941 -3,769) —4,024| -3,870] -4,209| -2,764| -2,925| -3,160| -3,470| -4,011| -4,033] -3,886 ~3,942
82| U.S. affiliates’ receipts (table 1, panofhnem) 12,024| 14,741} 2,833] 2645| 3,096| 34501 3569| 3466| 35481 4,1581 2927 2841] 3,060| 3,196| 3677 3724 3497{ 3844

See footnotes on page 74.
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many important policy questions, including those
concerning retirement readiness.
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Table 1. Alternative Personal Saving Rates and Related Measures, 19802000

1980119811982 | 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1983 | 1990 | 1991 | 1992 | 1993 } 1994 | 1995 { 1996 | 1997 | 1998 | 1999 | 2000
Personal saving rate defined by:
Published NIPAS .........coooumvverneimenirenseinns 10.2| 10.8) 109 88} 106 92| 82 73} 78| 75| 78| 83| 87| 71| 6.1] 56 48] 42| 47| 24] 10
Excluding defined benefit pension plans .. 83| 94| 94! 72| 89] 75| 69| 60| 69| 68| 72| 80| 85| 69] 57 53| 48] 44| 48] 28{ 15
With consumer durables as investment 11.3] 12.0] 11.7] 104] 129; 119} 11.3] 10.1] 102} 99| 94| 9.0) 102 93| 82| 80| 70| 70| 79| 598f 44
With inflation adjustment ............. 94{ 73| 93| 78] 7.2] 56] 59| 55| 54| 68| 74| 61} 50| 46| 37| 36| 42| 14| -02
With capital gains adjustment 114} 93) 11.31 96} 91] 88| 86| 84| 84| 88| 92| 77| 69 62| 56| 56( 61| 38| 27
Growth of personal sector wealth:
Capital gains, percent of DPI ................ 5] 18.8| 18.4| 155 35.2| 31.1| 17.9] 29.3| 36.2| -3.0| 23.8] 89| 15.1] 4.1} 43.8] 36.3| 586 47.5] 68.4|-103
Change in net worth, percent of DPI. 60.0] 33.0| 31.1{ 32.8{ 29.3| 47.9] 45.1] 30.1| 41.2| 445] 8.1] 32.2| 17.8] 23.2| 12.3} 49.7| 44.6| 63.4| 53.8] 74.4] -7.5
Real capital gains, percent of real DPI.. 53[-11.0] -1.6] 11| 14| 207]197] -06| 97| 16.6[-258| 96| ~39| 57] ~6.5| 34.0| 246] 51.9| 40.3] 55.1}-23.7
Change in real net worth, percent of real DPH} 16.8] 25| 10.7] 15.5] 15.2| 33.4| 33.7| 11.7] 21.6| 24.8|~14.7| 180} 50| 139] 16| 40.0| 33.0| 56.7| 46.7] 61.1}-20.9
Saving as percent of net national product:
Personal saving, NiPA definition ................... 83| 88| 92| 73| 88| 76| 68| 61| 65| 62| 65| 71| 74| 60| 51| 46| 40| 35 39] 20| 08
Net national saving... 85| 94] 66] 49} 82| 69| 47( 54| 69| 60| 52| 51| 42| 38} 43| 51| 57| 67| 75| 68| 63

DPI Disposable personal income.
NIPA National income product accounts.

Table 2. Contributions of Saving and Capital Gains to Changes in
Personal Net Wealth, 1980-2000

Table 3. Personal Sector Real Net Worth, Real Saving, and
Real Capital Gains, 1980-2000

[Billions of chained (1996) dollars}

FFA Addenda:
saving - ltems in
Starting a[% etstl- C?ﬁ'mr Other- | Ending FFA FFA
vor | St et |l | L R | o |t
invest- saving | OMiESt | saving
ment 1 savings | concet
1980 8,356.9 238.6 980.3 -6.7] 9,569.1 205.6 144 224.5
1981 9,569.1 319.8 439.0 -17.6{10,310.3 243.7 16.7 303.1
1982 10,3103 329.9 452.5 -33.4|11,059.3 262.2 104 319.5
1983 ]11,059.3 335.7 476.5 37.1]11,908.6 227.8 344 301.3
1984 | 11,908.6 4125 477 -14.0(12,754.8 306.5 61.2 3513
1985 |12,754.8 3724] 1,085.7 21.8]14,234.7 282.6 7.7 294.7
1986 | 14,2347 481.1} 1,0131 -24.4115,704.5 267.8 94.6 386.5
1987 15,7045 409.5 620.5 12.9]16,747.4 252.8 894 3201
1988 |16,747.4 458.8| 1,099.9 -12.6118,293.5 292.3 79.7 3791
1989 |18,293.5 353.3| 14557 —23.1120,079.4 301.8 845 268.8
1990 [20,079.4 512.6f -128.1 -36.8(20,427.1 334.3 54,7 457.9
1991 |20,4271 386.01 1,064.2 -11.2{21,866.1 3717 186 367.4
1992 21,8661 429.4 422.8 -6.8122711.5 4137 56.6 3728
1993 |22,7115 419.0 7436 -16.01 23,858.1 350.8 90.1 3289
1994 |23,858.1 398.8 2141 22.2(24,493.2 3155 91.8 307.0
1995 24,4932 366.3] 2,3728 -42.8127,189.5 3024 1126 253.7
1996 27,1895 403.1} 2,058.4 68.9]129,719.9 2721 1045 298.6
1997 129,719.9 329.6) 3,497.4 -45.7133,501.2 2529 1415 188.1
1998 [33,501.2 429.1| 3,018.4 -25.3136,923.4 301.5 175.5 253.6
1999 36,9234 337.4| 4,523.7 62.2141,846.7 160.9] 196.5 140.9
2000 |[41,846.7 249.6) -725.5 -50.7141,320.1 67.7 210.8 38.8

1. Equals investment in financial assets minus borrowing, plus investment in tangible assets minus
consumption of fixed capital. Source: Table F100 in the December 2001 release of the FFA.

2. Consists of statistical discontinuities, and differences between NIPA series for consumption of
fixed capital. Source: Table R.100 from the FFA.

3, Consists primarily of net investment in consumer durabies, but it also includes Federal employee
lifea insﬁutrance reserves, Railroad Retirement Board reserves, and immigrants’ transfers, less esfate
and gift taxes.

FFA Flow of funds accounts.

NIPA Nationa! income product accounts.

Year | Starting real | Real FFA per- 1 Real capital Memo: Memo: Reat
networth ' | sonal saving gains 2 Real DPI NIPA saving
1980 15,930.8 4321 192.5 3,658.0 3724
1981 16,543.3 5323 -411.0 37411 405.6
1982 16,6354 519.7 ~56.1 3,791.7 4131
1983 17,046.2 507.2 411 3,906.9 344.2
1984 17,6506 601.1 58.1 4,2076 4467
1985 18,289.5 524.6 898.6 43478 398.1
1986 19,7434 661.6 885.6 4,486.6 368.3
1987 21,257.1 542.5 -256 45825 3349
1988 21,7912 585.0 462.8 4,784.1 3727
1989 22,8229 4316 8125 4,906.5 368.7
1990 24,038.8 598.6 -1,294.1 5,014.2 3904
1991 23,300.2 4341 486.7 5,033.0 4181
1992 24,2084 468.7 -198.6 5,189.3 4515
1993 244714 446.7 298.2 5,261.3 374.0
1994 25,198.7 416.7 -350.1 5,397.2 329.7
1995 25,2886 3742 1,883.8 5,539.1 308.9
1996 27,503.1 403.1 1,398.3 5677.7 2724
1997 29,3733 3233 3,030.7 5,854.5 248.1
1998 32,6825 4165 2,529.7 6,168.6 2926
1999 35,604.2 3222 34419 6,320.0 153.7
2000 39,4277 2321 -1,633.1 6,539.2 63.0

1. Changes in real net worth do not equal the sum of real saving and reat capital gains
because of “other factors,” which are shown in current dollars in table 2.

2. Real capital gains are calculated as the difference between the value of inflation-
adjusted net wealth at the close of each year and the total of inflation-adjusted opening net
wealth and inflation-adjusted FFA saving during the year adjusted for “other factors.”

Nore, The Jmce level at the start of any year y is measured by an aver%%e of the implicit
PCE price indexes for the fourth quarter of y~1 and the first quarter oLy. e index used to
?r?iim saving flows during a year is an average of the four quarterly PCE price indexes for

at year.

DP! Disposable personal income.

FFA Flow of funds accounts.

NIPA National income product accounts.

PCE Personal consumption expenditures.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRASER

April 2002

25

An Ownership-Based Framework of the U.S. Current Account, 1989-99

In this report, the Bureau of Economic Analysis (BEA)
updates its supplemental, ownership-based framework of
the current-account portion of the U.S. international
transactions (balance of payments) accounts. This update
incorporates new estimates for 1999—the most recent
year for which the data needed to complete the frame-
work are available-—and revised estimates for 1989~98.!
The ownership-based framework was developed in the
early 1990s in response to interest in looking at interna-
tional transactions in a way that would reflect the increas-
ing role and importance of multinational companies
(MNC’s) in world economies and, in particular, the
growing tendency of these companies to use locally estab-
lished affiliates to deliver goods and services to interna-
tional markets.?

In the current account as conventionally constructed,
the trade balance reflects only those goods and services
that are delivered to international markets through cross-
border exports and imports. This balance is an important
indicator of U.S. performance in foreign markets; it
reflects the net value of goods and services transactions
between persons (in the broad legal sense, including
companies) resident in the United States and persons res-
ident abroad. Because the international accounts treat
affiliates as resident in their countries of location, rather
than in the countries of their owners, sales of goods and
services by foreign affiliates of U.S. companies to other
foreign persons, and by U.S. affiliates of foreign compa-
nies to other U.S. persons, are not regarded as exports
and imports and are therefore excluded from the trade
balance.

In the ownership-based framework, in contrast, a bal-
ance is introduced in which sales by affiliates are com-

1. For a review of the sources and methods used to prepare the supple-
mental estimates, see Obie G. Whichard and Jeffrey H. Lowe, “An Owner-
ship-Based Disaggregation of the U.S. Current Account,1982-93,” SURVEY OF
Current Business 75 (October 1995): 52-61. For a general review of the
issues relating to ownership relationships in international transactions, see
J. Steven Landefeld, Obie G. Whichard, and Jeffrey H. Lowe, “Alternative
Frameworks for U.S. International Transactions,” Survey 73 (December
1993): 50-61.

2. Among those calling for more information on ownership was a Nation-
al Academy of Sciences study panel. See Anne Y. Kester, ed., Behind the
Numbers: U.S. Trade in the World Economy, National Research Council,
Panel on Foreign Trade Statistics (Washington, DC: National Academy
Press, 1992).

Jeffrey H. Lowe prepared this report.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

bined with cross-border exports and imports. More
specifically, the net receipts that accrue to U.S. parent
companies from sales by their foreign affiliates are com-
bined with cross-border sales to foreigners by U.S. com-
panies (U.S. exports), and the net payments that accrue
to foreign parent companies from sales by their U.S. affil-
iates are combined with cross-border sales to the United
States by foreign companies (U.S. imports). The differ-
ence between these two sums is taken as an indicator of
the net effect on the U.S. economy of U.S.-foreign com-
merce.

Only the net receipts that accrue to the parents, and
not the gross value of sales by their affiliates, are
included in these calculations, because only in the case of
sales originating in the United States are most of the
costs—such as for labor and capital—incurred domesti-
cally and accrue to the benefit of the U.S. economy. This
methodology also eliminates the double counting that
would occur if both the full value of sales by parents to
affiliates, and the subsequent sales by the affiliates to oth-
ers, were included.

The ownership-based framework is fully consistent
conceptually with the current account of the conven-
tional international transactions accounts and can be
viewed as a “satellite” of those accounts.®? (The current-
account balance is the same in both sets of accounts.) The
grouping of the income from affiliates and cross-border
trade in goods and services recognizes the active role of
parent companies in managing and coordinating their
affiliates’ operations. This direct investment income from
affiliates differs fundamentally from income on portfolio
investments: Direct investment income represents U.S.
companies’ returns on sales to foreigners that—for reasons
such as efficiency, transport costs, or avoidance of trade
barriers—are made from foreign instead of U.S. locations,
whereas portfolio investment income merely represents
returns to passive investments in foreign stocks and

3. According to the international System of National Accounts, satellite
accounts augment the central national accounts by “expanding the analyti-
cal capacity of national accounting for selected areas...in a flexible manner,
without overburdening or disrupting the central system”; they may intro-
duce additional information, alternative accounting frameworks, or “com-
plementary or alternative concepts,” while maintaining linkages to the
central accounts. See Commission of the European Communities, Interna-
tional Monetary Fund, Organisation for Economic Co-operation and
Development, United Nations, and World Bank, System of National
Accounts, 1993 (Brussels/Luxembourg, New York, Paris, and Washington,
DC, 1993): 489.
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bonds.* Indeed, in many cases a portion of the income
from affiliates might be regarded as a kind of implicit
management fee, compensating the parent company for
undertaking this active role in operations.

In addition, the framework provides information on
ownership relationships by disaggregating trade in goods
and in services into trade between affiliated parties (that
is, trade within MNC’s) and trade between unaffiliated
parties. It also shows how receipts and payments of direct
investment income are derived from the production and
sales by affiliates. To highlight the links between the
income and the activities that produce it, the income is
designated “net receipts” or “net payments” of direct
investment income resulting from sales by affiliates.
Finally, the framework provides information (in the
addenda) on the U.S. content and the foreign content of
affiliates’ output and the extent that such content results
from the affiliates’ own value added.

Highlights of the updated presentation for 1999 fol-
low:

o Net receipts by U.S. companies of direct investment
income from the sales by their foreign affiliates were
$123.7 billion (sales by foreign affiliates of $2,587.3
billion less deductions of $2,463.6 billion, such as for
labor, capital, and purchased inputs). Net payments to
foreign parents of direct investment income from the
sales by their U.S. affiliates were $56.7 billion (sales by
U.S. affiliates of $2,035.4 billion less deductions of
$1,978.7 billion, such as for labor, capital, and pur-
chased inputs).

oThe total value of foreign sales accruing to the U.S.
economy was $1,081.1 billion (calculated as net
income receipts of U.S. companies from the sales by
their foreign affiliates of $123.7 billion plus U.S.
exports of goods and services of $957.4 billion). The
total value of U.S. sales accruing to foreign economies
was $1,275.9 billion (calculated as net income pay-
ments to foreign companies from the sales by their
U.S. affiliates of $56.7 billion plus U.S. imports of
goods and services of $1,219.2 billion).

oThe resulting deficit on goods, services, and net

4. Direct investment income consists of net receipts of earnings and inter-
est by parents from their affiliates.
5. These detailed estimates can only be provided for nonbank affiliates.

April 2002

receipts from sales by affiliates was $194.8 billion
($1,081.1 billion less $1,275.9 billion). This deficit was
$67.0 billion less than the $261.8 billion deficit on
trade of goods and services in the conventional inter-
national accounts framework based solely on location
of production. The ownership-based deficit was small-
er because U.S. parents’ receipts of income from sales
by their foreign affiliates exceeded payments of
income to foreign parents from sales by their U.S. affil-
iates.

For 1999, the new ownership-based estimates incor-
porate the financial and operating data from the 1999
benchmark survey of U.S. direct investment abroad and
from the 1999 annual survey of foreign direct investment
in the United States, as well as the results of the June 2001
annual revision of the U.S. international transactions
accounts. For 1989-98, the ownership-based estimates
have been revised to incorporate the results of the annual
revision of the U.S. international transactions accounts,
and the estimates for 1998 have also been revised to
incorporate the latest financial and operating data of for-
eign-owned affiliates in the United States and of U.S.-
owned affiliates abroad.®

Among the improvements incorporated in the 2001
annual revision were the following: Revised estimates of
direct investment income receipts and payments for 1997
forward that reflect revised estimates of the current-cost
adjustment, revised estimates of foreign direct invest-
ment in the United States income payments that incorpo-
rate the results of BEA’s benchmark survey for 1997, and
revised quarterly survey results for subsequent years. In
addition, benchmark and revised quarterly results were
incorporated in the affiliated components of royalties and
license fees and “other” private services. “Other” private
income receipts and payments for banks were revised for
1996 forward to more accurately reflect the current prac-
tices in banking markets, and goods exports and imports
were revised for 1989 forward to incorporate improved
estimates of military shipments.”

6. The estimates for 1982-88, which are not revised, were published in
“An Ownership-Based Framework of the U.S. Current Account, 1982-98,”
Sunrvey 81 (January 2001): 44-46.

7. See Christopher L. Bach, “U.S. International Transactions, Revised
Estimates for 1989-2000,” Survey 81 (July 2001): 30-36.
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Table 1. Ownership-Based Framework of the U.S. Current Account, 1939-99
[Billions of dollars}
Line 1989 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999
1 | Exports of goods and services and income receipis {IT table 1, line 1)...... 648.3| 707.0| 727.6( 748.6] 777.0] 869.3) 1,005.9 ) 1,078.0 | 1,195.5] 1,191.9 | 1,242.7
2{ Recelpts resulling irom exporls of goods and services or sales by
foreign affiliates 5490 601.27 6371 6741 7101 781.2 889.7 954.6 { 1,050.3 | 1,036.5 | 1,081.1
3 Exports of goods and ices, fotal 487.0  535.2| 578.3] 616.5| 642.9( 703.9 794.4 852.1 935.0 832.7 957.4
3a Goods, balance of payments basis {IT table 1, tine 3)................... 35991 3874 4141 4396) 4569 ] 502.9 §75.2 612.1 6784 | 6704 684.6
3b Services (IT table 1, fine 4) 1271 147.8] 1643 1769 1859 201.0 219.2 2400 256.6 262.3 2728
4 To unaffiliated forei 3400{ 3805 4104 | 4293 ) 4493 4744 541.2 582.1 633.9 6443 666.9
4 Goods 2362 2596) 2747 2849 2958 3134 3653} 3805] 4288| 4365 4490
4b Service: 103.8 121.0 1356 1444 1534 160.9 175.9 192.5 205.0 207.8 2179
5 To affiliated f 1470 1547 1680 1872 1936 2295 253.2) 2701 30%.1]| 2884 2904
5a Goods 123.7 127.8] 1393 1548 1611 189.4 209.9 2226 249.6 2339 2356
5b Service: 233 26.9 286 325 32.5 401 433 47.5 51.6 54.5 549
6 To foreign affifiates of U.S. 109.2 1125 120.6 1314 139.6 170.8 187.1 198.6 226.9 218.8 2186
6a Goods 894 90.1 971 106.0| 1138 1383| 1527 161.8| 1865{ 1763] 1760
6b Services 197 224 235 254 258 32.6 344 36.8 40.4 425 426
7 To foreign parent groups of U.S. affifiates.........c.cccoceeeecrcerccnonnnns 37.8 42.2 474 55.8 54.0 58.7 66.2 7.5 742 69.6 78
7a Goods 343 37.8 422 488 474 511 57.2 60.8 63.0 57.6 59.5
7b Services 35 45 5.1 71 6.7 7.5 39 10.7 1.2 120 123
8 Net receipts by U.S. companies of direc! investment income
resulllng from saies by their toreign affifiates (17 table 1, line 14) 62.0 86.0 68.7 §7.8 67.2 73 95.3 102.5 115.3 103.8 123.7
9 k affiliates 618 65.6 58.5 553 63.5 734 92.0 99.2 112.0 103.3 1221
10 Sales by foreign atfiliates 12849 | 1,493.4 { 15416 | 1,574.1 | 15706 | 1,757.4 | 2,040.7 | 2,233.7 | 2,350.9 | 2,370.0 | 2,587.3
1 Less: Forengn affifiates’ purchases of goods and services from the
United States 12231 1288 1388| 1474 1576 1920 2123| 2309} 260.9| 2489| 2515
12 Less: Casts and profits accruing to foreign persons 907.9 | 1,065.1 { 1,098.9 | 1,106.9 } 1,089.1 | 1,200.0 | 1,379.3 | 1,509.5{ 1,556.0 | 1,6014 | 1,761.9
13 Compensatlon of employees of foreign affiliates . 1658 | 1848 1961 2015 2011 2243 240.8 252.6 2614 263.6 288.5
14 Othe 7421 8803| 9028| 9053} 8879 9757 1,1385{ 1,256.9 | 1,294.6 | 1,337.8 | 14735
15 Less: Sales by foreign affiliates to other foreign affiliates of the
same parent 1930 2339 2454 | 264.5 260.4 292.0 3571 394.1 422.0 4166 4519
16 Bank affiliates 02 0.4 03 22 37 39 3.2 3.3 33 0.7 17
17 Other income receipts 99.3 | 105.8 90.5 74.5 86.9 88.1 116.2 123.3 145.2 1554 161.6
18 Other private recelpts on U.S.-owned assets abroad (IT table 1, line 15) 926 941 81.2 66.0 604 824 109.8 117.0 139.9 1499 156.2
19 U.S. Government receipts (1T table 1, line 16). 57 10.5 80 71 5.1 41 47 46 3.6 36 32
20 Compensation of employees (IT table 1, line 17). 1.0 12 13 14 14 15 18 18 18 19 22
21 ( Imports of goads and services and income payments (i7 table 1,line 18). | 721.6 [ 759.3 | 7348 7621 821.9| 949.3| 1,081.8| 1,158.8 { 1,294.6 | 1,365.0 | 1,518.1
22| Payments rssnllmg from imporis of goods and services or sales by
.S. afflliates 587.21 619.5| 607.2| 655.2| 719.6| 8227 921.1| 987.1}1,085.7] 1,137.1| 1,275.9
23 Imporis of gaods and services, lolal §80.1 616.1| 609.5| 653.0| 711.7| 800.6 890.8 954.0 | 1,042.7 | 1,099.5 | 1,219.2
23a Goods, balance of payments basis (1T table 1, line 20)................ 477.7) 4984 4910 5365| 5894 | 668.7 7494 803.1 876.5 917.1 | 1,0300
230 Services (IT table 1, line 21) 102.5 17.7 1185 116.5 1223 1319 1414 150.9 166.3 1824 189.2
24 From unaffiliated foreig 365.9] 387.0) 381.1 4083 | 4497 ) 4947 558.4 598.2 668.6 710.0 797.8
24a Goods 2730 280.7] 2754 3048} 3415] 3792 4359 4683 | 5267 5556| 6409
24 Service: 929| 1063 1058 1034} 1082] 1155] 1226 1209 1419] 1544| 1568
25 From affiliated f 2143 2291 2283 | 2447 2620( 3059 3324 355.8 3742 389.5 4214
25a Goods 204.7 217.8 2156 2317 2479| 2895 3135 334.8 349.8 361.5 389.0
25b Services 9.6 1.3 12.7 130 14.1 . 164 18.9 210 244 28.0 324
26 From foreign affiliates of U.S. comp 79.6 85.9 88.9 9941 1031 121.8 129.7 145.0 157.8 168.6 177.2
26a Goods 74.7 80.3 83.5 93.9 971 1149 1223 137.2 1475 156.4 163.2
26b Services 49 58 54 5.5 6.0 7.0 74 7.8 104 122 140
27 From foreign parent groups of U.S. affiliates .. 13471 1432 1394 1463 ] 1589| 1844 202.7 210.8 216.3 22101 2442
27a Goods 1299 1375 1322 137.8| 1508 | 1746) 19121 197.7| 2024] 2052 2258
27 Services 48 58 73 7.5 81 94 114 13.1 14.0 15.8 183
28 Nel payments to foreign parents of direct investment income
resullmo from sales by their U.$. affiliates (iT tabie 1, line 31) 79 3.5 -2.3 2.2 79 22.2 30.3 331 43.0 316 §6.7
29 k affiliates 66 49 -13 24 75 19.3 257 30.2 39.3 35.0 837
30 Sales by U.S. affitiates 1,056.6 | 1,175.9 | 1,185.9 | 1,232.0 | 13294 | 1,443.5| 1,5446 ) 1,667.6 | 1,726.3 | 1,8755] 2,035.4
31 Less: U.S. affiliates’ purchases of goods and services from )
abroad 1766 188.7 1860 1920 2087) 2418 262.3 281.8 278.9 307.8 325.5
32 Less Costs and profits accrumg to U.S. persons ... 8735 9823 1,001.7( 1,037.6 | 1,113.3 | 1,182.4 } 1,256.6 | 1,355.6 | 1,408.2 | 1,632.7 | 1,656.2
33 p of employees of U.S. affiliates 14421 1636} 1760 1821} 1930 2006] 2064| 2206 2335| 2621) 2900
34 0 her. 7293 8187 | 8257 8555) 9203| 981.8] 1,050.2 | 1,135.0 | 1,174.7 | 1,270.5 | 1,366.3
35 Less: Sales by U.S. affiliates to other U.S. affiliates of the same
parent! na. na. na. na. na. na. na, na na. na. na.
36 Bank affiliates 05 -1.4 -0.5 0.2 05 28 46 2.9 37 26 3.0
37 Other income payments 1344 ) 139.7| 1274 106.9| 102.3[ 126.6 160.6 17m.8 208.9 221.9 242.2
38 Other pnvate payments on foreign-owned assets in the United States
(IT table 1 93.8 95.5 82.5 63.1 578 76.5 97.0 97.8 1141 129.8 139.8
39 us. Govemment payments (IT table 1, line 33).... 384 40.8 409 39.1 394 44.2 574 67.6 88.1 1.1 95.1
40 Compensation of employees (IT table 1, line 34).. 23 35 40 48 5.1 6.0 6.3 6.3 6.7 6.9 73
41 | Unifateral current transters, net (iT table 1, Yine 35).. -26.2| -26.7 108 -350| -37.6| -38.3 -34.1 -40.1 -40.8 -44.4 -48.9
Memoranda:
42 Batance on goods and services (IT table 1, line 73)... -93.t1 -809] -311{ -365) -688] -96.7 -964 | -101.8| -107.8| -1668| -261.8
43 Bafance on Poods services, and net lece,pis from sales by attiliates. (Ime
2 minus i -382| -183 29.8 18.9 -9.5 -41.5 -314 ~32.4 -354 | -1006 | -19438
44|  Balance on cusrent account (IT {able 1, line 76)..........cccuervccivcorsecnravssionnss -995] -79.0 37| 485 -825( ~1182| -109.9( -120.9| -139.8| -2175| -3244
Addenda:
Source of the content of foreign nonbank affiliates’ sales: 2
45 Output sold to nonaffiliates or added to inventory, total (line 10 minus
fine 15 plus the change in i 1,0942 ) 1,277.0( 1,294.8 | 1,304.1 { 1,301.7 | 1,484.5 | 1,700.0 | 1,844.4 | 1,9334 | 1,959.2 | 2,168.0
46 Foreign content. 971.9 | 1,148.2 | 1,156.0 | 1,156.6 | 1,144.1 | 1,292.5 | 1,487.7 | 1,613.6 | 1,672.5 | 1,710.3 | 1,916.6
47 Value added by foreign affiliates of U.S. companies.......ccwee. | 403.1 | 4400 | 4416 4406 4422| 4941} 5609| 5957| 6208 6085 6614
48 Other foreign content 5688 | 7082 | 7144 7161 7019} 7984 | 9268 1,017.9] 1,051.7 | 1,101.8 | 12552
49 U.S. content. 1223 1288| 13881 14741 1576| 1920} 2123| 2309| 2609 2489| 2515
Source of the content of U.S. nonbank affiliates’ sales: >
50 Output sold to nonaffitiates or added to inventory, total (fine 30 minus
line 35 plus the change in i 1,070.5 | 1,186.6 | 1,190.5 | 1,235.5 | 1,336.6 | 1,449.7 | 1,551.4 | 1,671.7 | 1,730.8 | 1,887.2 | 2,046.3
51 U.S. content. 89381 998.0]1,0046 | 1,0435] 1,127.9 | 1,207.9] 1,289.2 | 1,390.0 | 1,451.9| 1,5794 | 1,720.9
52 Value added by U.S. affiliates of foreign companies...................... 2234 2393} 2576 2663 285.7( 313.0( 3226 358.1 389.4 41981 4517
53 Other U.S. content 6704 | 7587 | 74691 7772 84211 8949 9665 1,031.9| 1,0624{ 1,1596 | 1,269.2
54 Foreign content 176.6 188.7 186.0 192.0( 2087 2418 262.3 2818 278.9 307.8 3255

n.. Not available.
1, Conceptually, sales by U.S. affiliates to other U.S. affiliates of the same foreign parent should be subtracted,

but information on these sales is unavailable. However, because U.S. affiliates are generally required to report to
BEA on a fully consolidated basis, most of these sales are efiminated through consolidation, and the remaining

amount is thought to be immaterial,
2. The sales exclude the affiliates’ sales to ofher affiliates of their parent. For U.S. affiliates, data on sales to
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other affiliates are unavailable.
Nove. Data in T table 1 are from “U.S. international Transactions, First Quarter 2001” in

iT Internationa transactions

the July 2001 Survey of GurrenT BusmEss.
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U.S. International Transactions, Fourth Quarter

and Year 2001
By Christopher L. Bach

Fourth Quarter

THE U.S. current-account deficit—the combined bal-

ances on trade in goods and services, income, and

net unilateral current transfers—increased slightly to

$98.8 billion in the fourth quarter of 2001 from $98.5

billion (revised) in the third quarter (table A).! De-

creases in the deficit on goods and the deficit on in-

come were offset by a decrease in the surplus on

services and an increase in net outflows for unilateral
current transfers.

In the financial account, net recorded financial in-
flows—net acquisitions by foreign residents of assets in
the United States less net acquisitions by U.S. residents
of assets abroad—were $157.3 billion in the fourth
quarter, up from $40.3 billion (revised) in the third. Fi-

1. Quarterly estimates of U.S. current- and financial-account components
are seasonally adjusted when series demonstrate statistically significant pat-
terns. The accompanying tables present both adjusted and unadjusted esti-
mates.

nancial inflows for foreign-owned assets in the United
States increased more than financial outflows for U.S.-
owned assets abroad.

The statistical discrepancy—errors and omissions in
recorded transactions—was a negative $58.7 billion in
the fourth quarter, in contrast to a positive $58.1 bil-
lion in the third.

The following are highlights for the fourth quarter
of 2001:

eGoods exports and goods imports decreased fur-
ther, as slower growth abroad limited foreign pur-
chases of U.S. goods and as weak growth in the
United States reduced U.S. purchases of foreign
goods.

e Among services transactions, travel and passenger
fare receipts and payments fell sharply in the after-
math of the September 11th terrorist attacks, and
“other” transportation receipts and payments fell
further as a result of slower growth abroad and

Table A. Summary of U.S. International Transactions
[Millions of doilars, quarters seasonally adjusted]

Lines in tables 1 and 10 in which transactions are Change: 2000 2001 Change:
Line included are indicated in () 2000 20017 2000~ - 2001
(Credits +; debits -) 2001 1 ] I v Ir I 1{s e -V
Current account
1 | Exports of goods and services and income receipts (1) 1,418,568 | 1,298,397 | ~120,171] 339,645 355,075 361,2361 362,617 | 354,158 | 335,722) 312,333 | 296,191 | -16,142
2| Goods, bafance of payments basis (3) 772,210 720,831 | ~51,379| 185,142 | 191,558 | 199,273 196,237 | 194,542 | 185464 | 173,419 167,406 -6,013
3| Services (4). 293,492 283,758 | -9,7341 72114{ 74264 73,224| 73,894 74,072| 73369| 69,724| 66,594 -3,130
4| Income receipts (12) 352,866 293,808 | 59,058 | 82,389 89253 | 88,739] 92486| 85544| 76,889 69,190] 62191 -6,999
5 Imgortsofgoodsand services and income payments (18) | -1,809,099 | 1,665,325 | 143,774 | -432,624 | ~450,748 | ~463,461 | ~462,268 | ~454,461 | -431,524 | ~398,195 | -381,150 17,045
6 00ds, balance of payments basis (20).........coeeeremenenns -1,224,417 | -1,147,446 | 76,971 | 292,547 | -303,229 | 313,884 | ~314,757 | ~307,163 | ~293,222 [ ~278,960 | -268,101| 10,859
7| Services (21) -217,024 | 204,953 12,071| -52,031| -63,377) -55,953 | 55,667 | 56,763 | -56,446 | -42,633 | 49,114 6,481
81 Income payments (29) -367,658 | -312,926| 54,732 -88,046| -94,1421 93624 | -91,844| ~90,535| -81,856| -76,602 | -63,935| 12,667
9 | Unilateral current transfers, net (35) ........oovvccvcvereecrnernens -54,136 -50,501 3,635 -11,924| -12,461| ~13,080] ~16,673| ~11,826 | ~12,130 | -12,669 | -13,876: -1,207
Capital account
10 | Capital account transactions, net (39} ...c..oereervcerneccnerecnnece 705 726 21 173 173 175 184 173 77 182 194 12
Financial account
11 | U.S.-owned assets abroad, net (increase/financial outflow
-)) (40) -580,952 | -439,563 | 141,389 {-198,105] -93,573 | -107,727 | 181,548 { -243,302 | -72,357 | -17,443 [ -106,460 | -89,017
12§ U.S. official reserve assets, net (41) -290 4,911 ,621 -554 2,020 -346| -~1,410 190 -1,343) -3,559, ~199 3,360
13| U.S. Government assets, other than official re:
assets, net (46) -944 =573 371 =127 =572 114 -359 21 -786 21 171 150
141 U.S. private assets, net (50) .. -579,718 | -434,079 | 145,639 { -197,424 1 -95,021 | -107,495 | -179,779 | -243,513 | -70,228 | -13,905 ; -106,432 | -92,527
15 | Foreign-owned assets in the United States, net (increase/ -
financial inflow (+)) (55) 1 1,024,218 895,459 | ~128,759 | 256,782 | 250,007 { 222,108 | 295,321 | 347,006 | 226,927 | 57,718 | 263,806 | 206,088
16| Foreign official assets in the United States, net (56)........ 37,619 6,092 -31,527 | 22,498 6,447) 12,247 -3,573 4,898 -20,879] 16,877 5196 11,681
17| Other foreign assets in the United States, net (63).......... 986,599 889,367 | -97,232 | 234,284 | 243,560 209,861 298,894 | 342,108 | 247,806 | 40,841{ 258,610] 217,769
18 | Statistical discrepancy (sum of above items with sign
reversed) (70) 696 -39,193 | -39,889| 46,053 -48473 749 2,367 8,252 —46,815| 58,074 -58,705|-116,779
Memoranda:
19 | Balance on current account (76) ~444,667 | ~-417,429 | 27,238 | -104,903 | -108,134 | ~115,305 | ~116,324  -112,129 [ ~107,932 { -98,531 | -98,835 -304
20 | Net financial flows (40 and 55) 443,266 455,806 | 12,630 58,677 156,434 114,381 113,773 | 103,704 | 154,570} 40,275| 157,346 117,071
‘ Revised.
# Preliminary.
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weak growth in the United States. “Other” private
services payments returned to more typical levels;
payments in the third quarter had been reduced by
large nonrecurring losses recovered from foreign
reinsurance companies as a result of the September
[1th attacks.

o Sharply lower interest rates led to much lower port-
folio income receipts and payments, and the global
economic downturn led to lower earnings on U.S.
direct investment abroad and on foreign direct
investment in the United States.

o Net foreign purchases of U.S. securities rose sharply,
as U.S. financial markets recovered quickly from
sharp declines immediately after September 11th.

oU.S. liabilities reported by U.S. banks increased
sharply, reflecting strong needs for liquidity.

U.S. dollar in exchange markets

In the fourth quarter, the U.S. dollar appreciated 1 per-
cent on a nominal, trade-weighted quarterly average
basis against a group of seven major currencies that are
widely traded in international markets (table B, chart
1). The dollar was unchanged against the euro and ap-
preciated 2 percent against the yen.

Economic conditions in the United States remained

U.S. International Transactions

April 2002

CHART 1

Nominal Indexes of Foreign Currency
Price of the U.S. Dollar
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weak in the fourth quarter. Data releases in October
COHﬁI‘I’l’lCd that_ the Weakne§5 had been exacerbated, at Note.~See table B for definitions of the indexes. Monthly average rates.
least temporarily, by reactions to the attacks of Sep- Data: Fedral Rleserve Board. Indees rebased by BEA.
tember 11th. In response to current conditions and to U.S. Bureau of Economic Analysis
Table B. Indexes of Foreign Currency Price of the U.S. Dollar
[January 1999=100]

2000 2001 2000 2001

v K - {11 v Dec.’ ] Jan. * | Feb. [ Mar. 7| April’ | May ‘| June | July’ [ Aug.’ | Sept.”| Oct. | Nov. | Dec
Nominal: *

Broad 2 ... 107.04 107.7 | 110.0 | 109.8 | 110.5| 106.8 | 106.7 | 107.2 { 109.1 | 109.9| 169.7 { 110.4 | 110.8 | 109.1 | 109.4 | 110.2 | 110.6 | 110.7
Major currencies *................ 113 1111 1148 1138 | 1149 1103 | 1093 | 110.6 | 1134 | 1146 1145 1154 | 1156 | 113.2| 1127 | 113.7 | 115.1| 1158
Other important trading

partners ... 102.6 | 104.3| 105.0 | 105.6 | 106.0} 103.2 | 104.3 | 103.9 | 104.7 | 1051 [ 104.8 | 105.2 | 105.9 | 104.9 ( 106.1 | 106.6 | 105.9 | 105.5
Real: !

Broad2............. e 10108211 1095 | 1120 1117 | 111,91 107.8 | 108.4 | 109.1 [ 110.9 | 111.8 | 111.7 | 1126 | 1129 [ 1109 1114 [ 111.7| 1121} 1119
Major currencies *..................... 114.0 | 11461 1184 | 1175 | 1187 | 1129 | 1127 | 1142 | 117.0| 1182 | 1180 | 1191 | 119.3| 1166 | 1165 | 117.4] 119.2| 1194
Other important trading

partners ' 1016 | 103.3 | 104.7 [ 105.0| 104.1 | 102.0 | 103.2 | 103.0 | 103.8 | 1044 [ 104.5| 105.1 | 105.4 | 104.2 | 105.4 | 105.0 | 103.9 | 103.4
Selected currencies: (nominal) *

Canada.........coo o 1004 | 100.5| 1014 101.8{ 104.0| 100.2| 989 100.1| 102.6 | 1025 101.4 | 100.3| 100.8 | 101.3 | 103.2 | 103.4| 104.8| 1039

European currencies:

Euroarea® ... | 1335|1257} 1327 | 130.1| 129.6| 129.0 | 123.6 | 12569 | 127.6 | 129.9 | 1324 | 135.9| 1345 | 128.6 | 127.2 | 128.1 | 130.5| 130.1
United Kingdom . 141 1132 1161 | 1147 | 1144 1128 | 1117 | 1136 11421 1150 1157 | 117.7| 1166 | 11481 1127 113.8| 1149 1145
Switzerland 126.0 1200 | 1263 | 122.0 | 118.9| 1216 | 117.7 | 1204 | 1220| 1236 1265 | 128.9| 1268 | 121.3 | 11791 1180| 119.1| 1196

Japan.... 97.01 1043 | 108.3| 107.2 [ 109.3 | 99.0| 103.0 | 102.6 | 107.3 | 1093 | 107.5| 108.0| 109.9 | 107.1| 104.7 | 107.2 | 108.1 | 112.6

Mexico - 939 957} 90.7| 91.3| 912} 935| 965| 959 948| 921| 90.3| 89.7| 905| 90.2| 931| 922| 911 904

Brazil.........coi 127.7 | 1336 | 1513 | 1689 | 168.7 | 129.8 | 1294 | 132.7 | 1386 | 1451 | 1516 | 157.3| 163.6 | 1662 | 177.0| 181.3 | 1685 | 156.3

" Revised 4. Weighted average of the foreign exchange value of the U.S. dollar against broad-index curren-

1. For more information on the nominal and real indexes of the foreign exchange value of the U.S.
dollar, see Federal Reserve Bulletin, vol. 84 (October 1998): 811-18

2. Weighted average of the foreign exchange value of the U.S. dollar against the currencies of a
broad group of U.S. trading partners, including the currencies of the euro-area countries, Australia,
Canada, Japan, Sweden, Switzerland, United Kingdom, Argentina, Brazil, Chile, Colombia, Mexico,
Venezuela, China, Hong Kong, India, indonesia, Korea, Malaysia, the Philippines, Singapore.
Taiwan, Thailand, Israel, Saudi Arabia, and Russia. Data: Federal Reserve Board. Monthly and quar-
terly average rates. Index rebased by BEA

3. Weighted average of the foreign exchange value of the U.S. dollar against broad-index curren-
cies that circulate widely outside the country of issue. including the currencies of the euro-area
countries, Australia, Canada, Japan, Sweden. Switzerland, and the United Kingdom. The weight for
each currency is its broad-index weight divided by the sum of the broad-index weights for all of the
currencies included in the major currency index. Data: Federal Reserve Board. Monthly and quar-
terly average rates. Index rebased by BEA

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

cies that do not circulate widely outside the country of issue, including the currencies of Argentina,
Brazil. Chile. Colombia, Mexico, Venezuela, China, Hong Kong. India, Indonesia, Korea, Malaysia,
the Philippines, Singapore, Taiwan, Thailand, Israel, Saudi Arabia, and Russia. The weight for each
currency is its broad-index weight divided by the sum of the broad-index weights for all of the
currencies included in the other important trading partners index. Data: Federal Reserve Board.
Monthly and quarterly average rates. Index rebased by BEA.

5. Data: Federal Reserve Board. Monthly and quarterly average rates. Indexes prepared by BEA

6. The euro area includes Austria, Belgium, Finland, France, Germany, Greece, Ireland, Italy,
Luxembourg, Netherlands, Portugal, and Spain. Exchange rates (but not index values with January
1999=100) lor the individual eurg-area currencies can be derived from the euro exchange rate by
using the fixed conversion rates (in currencies per euro) as shown befow: 13.7603 Austrian schill-
ings: 40.3399 Belgian francs; 5.94573 Finnish markkas; 6.55957 French francs; 1.95583 German
marks: 340.750 Greek drachmas; .787564 Irish pounds; 1936.27 italian fira; 40.3399 Luxembourg
francs; 2.20371 Netherlands guiiders; 200.482 Portuguese escudos; 166.386 Spanish pesetas
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uncertainty about future economic prospects, U.S.
monetary authorities continued to lower the target
Federal funds rate. Equity markets turned up sharply
and quickly in October, despite weak earnings reports.
Prices in the fixed-income markets reflected a more
cautious attitude towards future economic prospects,
with prices of bonds declining. Data releases in No-
vember and December created some optimism that the
U.S. economic downturn might be slowing, although
this development had yet to be reflected in corporate
profits, business investment, and manufacturing out-
put. The dollar appreciated, partly as a result of senti-
ment that the United States was likely to lead the rest of
the industrial nations out of the global economic
downturn. Reductions in the target Federal funds rate
over the quarter, which brought the rate to 1.75 per-
cent, reinforced the likelihood of this outcome. (Data
released in late March 2002 indicated that real GDP in-
creased 1.7 percent in the fourth quarter after decreas-
ing 1.3 percent in the third. Corporate profits
increased 17.9 percent after decreasing 8.3 percent.)

Economic conditions abroad showed considerable
weakness, especially in Germany where weakness in
manufacturing continued. Weakening manufacturing
and declining consumer confidence were also evident
in other euro-area countries. The European Central
Bank lowered its rate on refinancing operations 50 ba-
sis points to 3.25 percent as part of the attempt by
monetary authorities worldwide to slow the global
economic downturn.

Economic conditions in Japan deteriorated more
sharply than in Europe, as data on industrial produc-
tion and gross domestic product confirmed that Japan
had entered its second recession in recent years. In ad-

Annual Revision of the U.S. International
Transactions Accounts

Two statistical revisions will be introduced in the
annual revision of the international transactions
accounts to be released in June 2002. First, results
from the U.S. Treasury Department’s Benchmark Sur-
vey of Foreign Portfolio Investment in the United
States will be incorporated into the accounts for 1995-
2001. The results will also be incorporated into the
international investment position accounts. Second,
results from BEA's Benchmark Survey of Selected Ser-
vices Transactions with Unaffiliated Foreigners for
2001 will be incorporated into the accounts. The
benchmark survey includes more complete and
detailed coverage of transactions than BEA’s annual
survey; both surveys mostly cover transactions in
business, professional, and technical services. An arti-
cle describing these revisions will be published in the
July 2002 issue of the SURVEY oF CURRENT BUSINESS.

.org/
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dition, three major credit rating agencies downgraded
Japan’s sovereign credit rating. These difficulties led to
sizable depreciations of the yen against the U.S. dollar
and other major currencies.

Current Account

Goods and services

The deficit on goods and services increased to $83.2
billion in the fourth quarter from $78.5 billion in the
third. The deficit on goods decreased $4.8 billion, and
the surplus on services decreased $9.6 billion, largely as
a result of imports of insurance services returning to a
more typical level.

Goods

The deficit on goods decreased to $100.7 billion in the
fourth quarter from $105.5 billion in the third, mark-
ing the fourth consecutive quarterly decrease. The
fourth-quarter decrease resulted from a larger decrease
in imports than in exports (table A).

Exports. Goods exports decreased $6.0 billion, or 3
percent, to $167.4 billion, in the fourth quarter, mark-
ing the fifth consecutive quarterly decrease. In the
fourth quarter, quantities decreased 3 percent, and
prices were unchanged.?

In value, nonagricultural exports decreased $6.4 bil-
lion, or 4 percent, to $153.3 billion. Much of the de-
crease was ‘accounted for by capital goods, which
decreased $3.9 billion. Civilian aircraft and parts were
down $1.3 billion. Computers, telecommunications
equipment, and semiconductors accounted for $1.2
billion of the decrease in capital goods, but they de-
creased less than in the second and third quarters. Ex-
ports of these products are now at their lowest levels
since mid-1998. Industrial, agricultural, and service
industry machinery also decreased. Automotive prod-
ucts decreased $1.1 billion, mostly in parts to Mexico
and passenger cars to Canada. Nonagricultural indus-
trial supplies and materials decreased $0.9 billion,
mostly attributable to chemicals and “other” nonmet-
als. These decreases were partly offset by an increase of
$0.4 billion in agricultural products. Agricultural
products reached their highest level since the fourth
quarter of 1997, but were still 11 percent below the
record level in the first quarter of 1996.

Imports. Goods imports decreased $10.9 billion, or
4 percent, to $268.1 billion in the fourth quarter,
marking the fourth consecutive quarterly decrease. In
the fourth quarter, quantities decreased 1 percent, and

2. Quantity (real) estimates are calculated using a chain-type Fisher for-
mula with annual weights for all years and quarterly weights for all quar-
ters. Real estimates are expressed as chained (1996) dollars. Price indexes
(1996=100) are also calculated using a chain-type Fisher formula.
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prices decreased 3 percent.

In value, nonpetroleum products decreased $5.5 bil-
lion. Nonpetroleum industrial supplies and materials
fell $2.6 billion. Natural gas dominated the decrease
with a drop of $1.7 billion, largely from Canada. Elec-
tric energy, also from Canada, fell $0.2 billion, and
building materials and nonferrous metals each de-
clined $0.3 billion. Capital goods decreased $1.3 bil-
lion. Telecommunications equipment, semiconduc-
tors, and computers accounted for $0.9 billion of the
decrease, but decreases were much smaller than in each
of the previous three quarters. Consumer goods de-
creased $0.9 billion; the decrease was mostly accounted
for by a decline in nondurable goods. Automotive
products decreased $0.7 billion, mostly as a result of a
decrease in parts.

Petroleum and products decreased $5.4 billion—the
largest decrease since the first quarter of 1991 and
the fifth consecutive quarterly decline. The average
price per barrel fell sharply during the quarter, to
$18.35—the lowest level since the second quarter of
1999—from $23.52. The average number of barrels
imported daily increased to 12.06 million from 11.95
million. US. production increased, while both U.S.
consumption and inventories fell.

Balances by area. The deficit on goods decreased
$4.8 billion, to $100.7 billion in the fourth quarter.?
The deficit with Asia decreased $4.4 billion, reflecting a
larger drop in imports than in exports, and the deficit
with OPEC members decreased $2.8 billion, mostly
because of falling imports. These lower deficits were
partly offset by a $1.7 billion increase in the deficit

Revisions to the Estimates
for the Third Quarter of 2001

Estimates of the international transactions accounts
for the third quarter of 2001 have been revised from
the preliminary estimates that were published in
the January 2002 Survey oF CURReNT Business. In
addition, data have been revised to ensure that the
seasonally adjusted estimates sum to the same
annual totals as the unadjusted estimates.

In the third quarter, the current-account deficit
was revised to $98.5 billion from $95.0 billion. The
goods deficit was revised to $105.5 billion from
$105.8 billion, the services surplus was revised to
$27.1 billion from $28.2 billion, the deficit on
income was revised to $7.4 billion from $5.0 bil-
lion, and unilateral current transfers were revised to
net outflows of $12.7 billion from net outflows of
$12.4 billion. Net financial inflows were revised to
$40.3 billion from $36.7 billion. Revisions to the
estimates for the first and second quarters were
small.

org/
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with Japan and a $0.9 billion increase in the deficit
with Western Europe.

Services

The surplus on services decreased to $17.5 billion in
the fourth quarter from $27.1 billion in the third (table
A). The third-quarter surplus partly reflected nonre-
curring transactions in insurance imports.

Travel receipts fell to $14.4 billion in the fourth
quarter from $17.3 billion in the third, and travel pay-
ments fell to $12.0 billion from $14.5 billion. In the af-
termath of the September 11th attacks, overseas travel
by U.S. and foreign residents fell sharply early in the
quarter but rebounded as the quarter progressed.
Nonetheless, by quarter’s end, overseas travel was still
well below pre-September 11th levels. Travel to and
from Canada and Mexico was also disrupted early in
the quarter as a result of the attacks and did not return
to pre-September 11th levels by the end of the quarter.*

Passenger fare receipts decreased to $3.4 billion in
the fourth quarter from $4.4 billion in the third, and
passenger fare payments decreased to $4.7 billion from
$6.2 billion, also reflecting disruptions in travel.

“Other” transportation receipts decreased to $6.7
billion in the fourth quarter from $7.1 billion in the
third, and “other” transportation payments decreased
to $8.9 billion from $9.2 billion. The declines for both
receipts and payments mostly reflected lower airline
expenses in airports as the volume of passengers de-
clined substantially following the attacks of September
11th. In addition, the declines continued to reflect re-
duced international shipping activity as the volume of
world trade declined.

Receipts on “other” private services were $28.9 bil-
lion in the fourth quarter, up from $28.0 billion in the
third. Affiliated services accounted for more than half
of the increase. Financial services also increased, re-
flecting a rebound in foreign activity in U.S. financial
markets. Payments on “other” private services were
$14.9 billion, up from $4.2 billion. Payments in the
third quarter had been reduced $11.0 billion by large
nonrecurring losses recovered from foreign reinsur-
ance companies as a result of the September 11th at-
tacks.

3. Seasonally adjusted estimates for exports for areas and countries are
derived by applying seasonal factors for total U.S. agricultural and nonagri-
cultural exports to the unadjusted agricultural and nonagricultural exports
for areas and countries and then summing the seasonally adjusted esti-
mates. Seasonally adjusted estimates for imports for areas and countries are
derived by applying seasonal factors for total U.S. petroleum and nonpetro-
leum imports to the unadjusted petroleum and nonpetroleum imports for
areas and countries and then summing the seasonally adjusted estimates.
(The seasonal factors are derived from the seasonal adjustment of U.S.
exports and U.S. imports by five-digit end-use commodity category.)

4. For more information, see the box “Effects of September 11th Terrorist
Attacks on U.S. International Transactions” on page 31 of the January 2002
issue of the SURVEY OF CURRENT BUSINESS.
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Transfers under U.S. military sales contracts were
unchanged at $3.0 billion, and direct defense expendi-
tures abroad increased to $4.0 billion from $3.7 billion,
as a result of the conflict in Afghanistan.

Income

The deficit on income decreased to $1.7 billion in the
fourth quarter from $7.4 billion in the third (table A).
Receipts of income dropped to $62.2 billion from
$69.2 billion; “other” private receipts accounted for
most of the drop. Payments of income dropped to
$63.9 billion from $76.6 billion; “other” private pay-
ments and direct investment payments both decreased
by substantial amounts.

Receipts of income on U.S. direct investment abroad
decreased to $30.2 billion in the fourth quarter from
$31.0 billion in the third. Earnings have now declined
for four consecutive quarters. The largest decrease in
the fourth quarter was in “other” industries. Over two-
thirds of the decrease was attributable to financial affil-
iates (investment banks, brokers and dealers, and in-
surance affiliates) in the United Kingdom and Japan, as
a result of steep declines in new equity and debt issues,
reduced merger and acquisition activity, and lower
trading commissions. In manufacturing, earnings de-
clined, particularly in Central and South America, re-
flecting poor economic conditions in Argentina,
Brazil, and Mexico. Petroleum earnings increased
slightly.

Payments of income on foreign direct investment in

‘the United States decreased to $3.1 billion in the fourth
-quarter from $9.0 billion in the third. Earnings have

now declined in five of the last six quarters. The de-
crease in the fourth quarter was the result of a $6.0 bil-
lion shift in earnings to losses of $2.6 billion. Losses in
“other” industries increased $2.3 billion, to losses of
$4.4 billion; particularly hard hit were affiliates in fi-
nance. In manufacturing, earnings shifted $1.8 billion,
to losses of $1.5 billion. In petroleum, earnings fell
$1.9 billion, to $1.0 billion.

Receipts of “other” private income were $30.4 bil-
lion, a decrease of $6.4 billion from the third quarter,
marking the fourth consecutive quarter of decrease.
Nearly all of the decrease in the fourth quarter was at-
tributable to further declines in interest rates. Receipts
on bank and nonbank claims decreased $5.4 billion, as
interest rates declined an average of 120 basis points.

Payments of “other” private income were $33.8 bil-
lion, a decrease of $6.0 billion from the third quarter,
marking the fourth consecutive quarter of decrease.
Payments on bank and nonbank liabilities decreased
$6.3 billion, as interest rates declined an average of 140
basis points. Interest paid on bonds increased $1.0 bil-
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lion, as a result of higher bond yields and increased
foreign holdings.

Receipts of income on U.S. Government assets in-
creased $0.1 billion, to $1.0 billion. Payments of in-
come on U.S. Government liabilities were $25.1 billion
in the fourth quarter, a decrease of $0.8 billion from
the third quarter. The decrease was due to lower yields
on Government securities, which more than offset
modest increases in foreign holdings.

Unilateral current transfers

Net outflows for unilateral current transfers increased
to $13.9 billion in the fourth quarter from $12.7 billion
in the third (table A). U.S. Government grants in-
creased, although Congress did not appropriate funds
for Israel and Egypt—under the credit waiver program
to finance military purchases and for general economic
support—that are often disbursed annually in the
fourth quarter; these funds will instead be disbursed in
the first' quarter of 2002. Grants of $0.6 billion were
disbursed to Pakistan to support the conflict in Af-
ghanistan. Other U.S. Government transfers also in-
creased, as the United States paid to the United
Nations some of the dues for which it is in arrears.

Capital Account
Capital account transactions were net inflows of $0.2

billion in the fourth quarter, virtually unchanged from
the third (table A).

Financial Account

Net recorded financial inflows—net acquisitions by

foreign residents of assets in the United States less net
acquisitions by U.S. residents of assets abroad—were
$157.3 billion in the fourth quarter, compared with
$40.3 billion (revised) in the third. Financial inflows
for foreign-owned assets in the United States increased
more than financial outflows for U.S.-owned assets
abroad.

U.S.-owned assets abroad

U.S.-owned assets abroad increased $106.5 billion in
the fourth quarter, compared with an increase of $17.4
billion in the third. U.S. claims on foreigners reported
by U.S. banks shifted a substantial amount to net out-
flows, and transactions in foreign securities shifted to
net U.S. purchases from net U.S. sales.

U.S. official reserve assets. U.S. official reserve as-
sets increased $0.2 billion in the fourth quarter, follow-
ing a $3.6 billion increase in the third (table C). After
increasing in the third quarter, the U.S. reserve posi-
tion at the International Monetary Fund (IMF)
changed little in the fourth quarter, as repayments by



Digitized for FRASER

34

Russia, Indonesia, and Thailand of credits extended by
the IMF were nearly offset by new credits extended to
Turkey.

Claims reported by banks and by nonbanks. U.S.
claims on foreigners reported by U.S. banks increased
$53.6 billion in the fourth quarter, following a decrease
of $59.1 billion in the third.

Banks’ own claims payable in dollars increased
$35.1 billion, following a decrease of $33.7 billion. The
resumption in lending apparently reflected a tempo-
rary need for funds by offices overseas, particularly of-
fices of foreign-owned banks. The lending occurred in
an environment of increased concerns over credit risk,
further reductions in syndicated lending, and a global
economic downturn. Lending by U.S. brokers and
dealers was limited somewhat by repurchase agree-
ment settlement failures in October. These failures re-
sulted from the inability of counterparties to complete
deliveries under repurchase agreements because com-
munication problems disrupted clearing house settle-
ment and delivery operations.

Banks’ domestic customers’ claims payable in dol-
lars increased $12.8 billion, following a $13.6 billion
decrease. The fourth- -quarter increase was due to in-

creases in collections, in readily transferable instru-

ments, and in deposits. There was little activity in
foreign commercial paper.

Nonbanking concerns’ claims decreased $3.1 bil-
lion, following an increase of $40.4 billion.

Foreign securities. Net U.S. purchases of foreign
securities were $25.5 billion in the fourth quarter, in
contrast to net sales of $10.6 billion in the third.

Net U.S. purchases of foreign stocks were $18.7 bil-
lion in the fourth quarter, up from a low level of $9.1
billion in purchases in the third; net purchases attrib-
utable to merger-related .exchanges of stocks totaled
$6.4 billion in the fourth quarter and zero in the third.
World financial markets returned to more normal
trading activity after declining sharply after September
11th. On average, foreign stock prices gained 10 per-
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cent in local currency terms in the fourth quarter and
paralleled the rapid recovery in U.S. stock prices. Fur-
ther price gains were held down by the continued
weakening in economic conditions abroad. Although
foreign monetary authorities aggressively lowered in-
terest rates, it was unclear when upturns would occur
in foreign economies. In this environment, net U.S.
purchases of foreign stocks in nonmerger-related
transactions were limited. In addition, questions of
economic stability plagued Argentina, Brazil, and Tur-
key; however, the problems appeared to be largely con-
fined to those countries. Trading activity in foreign
stocks (that is, gross sales plus gross purchases) de-
creased 1 percent, following a decrease of 23 percent.

Net U.S. purchases of foreign bonds were $6.9 bil-
lion in the fourth quarter, following large net sales of
$19.7 billion in the third. New issues increased $2.4
billion, to $12.1 billion, as foreign corporate borrowers
returned to the U.S. market, partly as a result of a drop
of 25 basis points in bond rates and of the somewhat
brighter prospects for the U.S. economy at the end of
the quarter. Transactions in outstanding bonds shifted
to net U.S. purchases of $5.8 billion from sizable net
U.S. sales of $20.5 billion. Trading activity increased 3
percent, following a decrease of 14 percent.

Direct investment. Net financial outflows for U.S.
direct investment abroad were $30.4 billion in the
fourth quarter, down from $43.2 billion in the third.
Net equity capital outflows, net intercompany debt
outflows, and reinvested earnings all decreased. Net
equity capital outflows decreased to $11.2 billion from
$19.0 billion, largely because a large Mexican financial
services provider was acquired in the third quarter.
However, there were several sizable (though smaller)
acquisitions in the fourth quarter of companies in the
United Kingdom (publishing) and Canada (natural gas
exploration). Net intercompany debt outflows de-
creased to $0.4 billion from $4.4 billion. Reinvested
earnings decreased to $18.9 billion from $19.9 billion.

Table C. Selected Transactions with Official Agencies
[Millions of dollars]

Change: 2000 2001 Change:
2000 | 20017 | 2000- 2001
2001 I ] h v | 1] 11 e -V
Changes in foreign oﬁvcnal assets in the United States, net .
(decrease ~) (table 1, line 56)........o.ccvvvrrirmrrerenciernnsercnnins 37,619 6,092] -31,527 | 224981 6447( 12,247| -3573] 4,898 -20879| 16,877 5,196 | —11,681
Industrial countries ! 14653 ] -1.079] -15.732| 12745} 14305| -3.133| —9.264| -6.818| -9.959 5601 10,097 4,496
Members of OPEC 11,5821 -1,851 ~13,433| 6,143 1,639 3,636 164 5891 -1,743| -4,045 33481 7,393
Other countries 1384 | 9.022{ -2362 36101 -94971 11,744 5527 | 11,127 -9,477| 15321 -8,249{ -23,570
Changes in (1.S. official reserve assets, net (mcrease -)
(table 1, line 41) ~290| 4911 -4,621 -554 2,020 =346 ~1,410 190| -1,343| -3,559 =199 3,360

.* Revised. .
» Preliminary.
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1. Western Europe, Canada, Japan, Australia, New Zealand, and South Africa.
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Foreign-owned assets in the United States
Foreign-owned assets in the United States increased
$263.8 billion in the fourth quarter, compared with an
increase of $57.7 billion in the third. U.S. liabilities to
foreigners reported by U.S. banks and net foreign pur-
chases of U.S. securities both increased substantially.

Foreign official assets. Foreign official assets in the
United States increased $5.2 billion in the fourth quar-
ter, following a $16.9 billion increase in the third. In
the fourth quarter, assets of industrial countries in-
creased $10.1 billion and assets of OPEC members in-
creased $3.3 billion. Assets of developing countries
decreased $8.2 billion (table C).

Liabilities reported by banks and by nonbanks.
U.S. liabilities reported by U.S. banks, excluding U.S.
Treasury securities, increased $103.4 billion in the
fourth quarter, following a decrease of $59.4 billion in
the third. "

Banks’ own liabilities payable in dollars increased a
record $96.3 billion, following a decrease of $39.8 bil-
lion. The surge in banks’ demand for funds from
abroad, particularly by U.S.-owned banks, was proba-
bly required to provide liquidity to corporate borrow-
ers following the attacks of September 1l1th,
particularly because many corporations no longer had
access to the commercial paper market. Funds may
also have been used to finance a sizable upswing in
credit demand from the real estate sector, to strengthen
bank balance sheets through purchases of U.S. Govern-
ment securities, and perhaps to assist a few large cor-
porations that were involved in bankruptcy
settlements. The borrowing was largely from offices in
the Caribbean and Western Europe.

Nonbanking concerns’ liabilities decreased $31.8
billion, following a decrease of $3.9 billion.

U.S. Treasury segurities. Net foreign purchases of
U.S. Treasury securities were $33.3 billion in the fourth
quarter, in contrast to net sales of $9.5 billion in the
third. Foreign investors sought the relative safety of
U.S. Treasury securities in the face of uncertainties that
existed following the September 11th attacks and un-
clear prospects as to when the downturn in global eco-
nomic activity might end. The large fourth-quarter net
purchases contrast with lower net purchases or net
sales over the past several years, as the supply of out-
standing Treasury issues declined and investors sought
higher yields on alternative financial instruments. The
U.S. Government announced in Qctober that it would
no longer issue new 30-year bonds.

Other U.S. securities. Net foreign purchases of U.S.
securities other than Treasury securities increased to
$126.3 billion in the fourth quarter from $82.8 billion
in the third.

http://fraser.stlouisfed.org/
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Net foreign purchases of U.S. stocks increased to
$33.1 billion in the fourth quarter from a low level of
$12.4 billion in the third. Foreign purchases re-
bounded strongly, partly as share prices advanced on
heightened optimism about economic prospects in the
United States relative to the rest of the world: The Fed-
eral Reserve’s 125-basis-point reduction in interest
rates during the quarter also encouraged investors. The
S&P index gained 10 percent, the DJIA gained 13 per-
cent, and the NASDAQ gained 30 percent. Net pur-
chases of U.S. stocks from Western Europe increaséd to
$22.4 billion from $8.3 billion, in spite of strong price
performance on competing investments in' the Euro-
pean markets. Trading activity in U.S. stocks (that is,
gross purchases plus gross sales) was up 6 percent, fol-
lowing a decrease of 11 percent.

Net foreign purchases of U.S. corporate and other
bonds increased to $93.3 billion in the fourth quarter
from $70.3 billion in the third, despite modest price
declines in U.S. bonds in the fourth quarter. After a
strong performance in the third quarter, U.S. invest-
ment-grade corporate and agency bond prices fell 1
percent and 1.5 percent, respectively, in the fourth
quarter. Net foreign purchases of U.S. agency bonds in-
creased to $43.2 billion from $33.1 billion. Net foreign
purchases of outstanding U.S. corporate bonds in-
creased to $35.9 billion from $24.1 billion. New U.S.
corporate bond issues sold abroad increased to $14.2
billion from $13.2 billion. Trading activity in U.S.
bonds was up 23 percent, following an increase of 2
percent.

U.S. currency flows. Net U.S. currency shipments
to foreigners were $10.5 billion in the fourth quarter,
up from $8.2 billion in the third. Shipments to Argen-
tina continued as economic crisis and fears of devalua-
tion mounted. Shipments to Russia were somewhat
higher than in the third quarter, and shipments to Eu-
rope were slightly higher in advance of the introduc-

tion of euro coins and bank notes.

Direct investment. Net financial inflows for foreign
direct investment in the United States were $17.0 bil-
lion in the fourth quarter, down from $22.6 billion in
the third. Although net equity capital inflows were
more than double their low third-quarter level, finan-
cial inflows still declined as net intercompany debt
transactions shifted to net outflows and reinvested
earnings became more negative. Net equity capital in-
flows increased to $29.2 billion from $13.5 billion as a
result of numerous foreign acquisitions of U.S. compa-
nies in satellite services, offshore drilling, financial ser-
vices, electronic security, and life insurance. However,
the total value of these acquisitions was well below lev-
els in most quarters of 1999 and 2000. Net intercom-
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pany debt transactions shifted to net outflows of $4.5
billion from net inflows of $12.1 billion. Reinvested
earnings decreased from a negative $3.0 billion to a
negative $7.7 billion, as current-period distributions
were in excess of current-period earnings.

The Year 2001

The U.S. current-account deficit—the combined bal-
ances on trade in goods and services, income, and net
unilateral current transfers—decreased to $417.4 bil-
lion in 2001 from $444.7 billion in 2000. Most of the
decrease was accounted for by a decrease in the deficit
on goods, but an increase in the surplus on services
(partly reflecting nonrecurring transactions in insur-
ance imports), and a decrease in net outflows for uni-
lateral current transfers, also contributed. These
changes were partly offset by an increase in the deficit
on income (table D).

Net recorded financial inflows—net acquisitions by
foreign residents of assets in the United States less net
acquisitions by U.S. residents of assets abroad—were
$455.9 billion in 2001, compared with $443.3 billion in
2000. Financial outflows for U.S.-owned assets abroad
decreased more than financial inflows for foreign-
owned assets in the United States.

The statistical discrepancy—errors and omissions in
recorded transactions—was a negative $39.2 billion in
2001, compared with a positive $0.7 billion in 2000.

The following are highlights for 2001:

o The deficit on goods decreased as imports fell more
than exports. The decreases in exports and imports
reflected the downturn in global economic activity
and the lagged impact of the dollar’s appreciation.

eServices exports and imports both declined.

Decreases in travel, passenger fares, and “other”

transportation were attributable to weakening glo-

bal economic activity and to the severe disruption
to international travel that followed the terrorist
attacks of September 11th. A decline in “other” pri-
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vate services payments included large nonrecurring
recoveries of losses from foreign reinsurers as a con-
sequence of the attacks.

elncome receipts and payments for both direct
investment and portfolio investment also decreased
by substantial amounts as a result of weakening glo-
bal economic activity and lower interest rates.

eFinancial inflows for foreign direct investment in
the United States were sharply lower, and financial
inflows to U.S. nonbanks also declined. In contrast,
financial inflows for net foreign purchases of U.S.
securities other than U.S. Treasury securities edged
up to a record.

eFinancial outflows were lower for U.S. claims
reported by U.S. banks and nonbanks and for net
U.S. purchases of foreign securities.

U.S. dollar in exchange markets

The U.S. dollar appreciated 6 percent in 2001 on a
nominal, trade-weighted yearly average basis against
the group of seven currencies that are widely traded in
international markets, following a 5-percent apprecia-
tion in 2000 (table B, chartl). The dollar appreciated 3
percent against the euro and 13 percent against the
yen.

In the first quarter, the dollar depreciated 6 percent
against the euro. In response to the economic slow-
down that began in the last half of 2000 and to the con-
siderable uncertainty about economic prospects that
existed early in the quarter, U.S. monetary authorities
began an easing of monetary policy. The target Federal
funds rate was lowered in a series of three 50-basis-
point reductions to 5.0 percent over the quarter. Long-
term interest rates declined too, though not as sharply
as short-term rates (charts 2, 3, and 4). U.S. stock
prices continued to decline from peaks reached in early
2000. Despite some signs of slowing in euro-area coun-
tries, the European Central Bank remained concerned
about lingering inflation and did not ease monetary

Table D. Selected Balances on U.S. International Transactions
[Mitlions of dollars, quarters seasonally adjusted]

2001
(Credits +; debits -) 1999 2000 20017
I [1Kg 11K e

Balance on goods -345,434 -452,207 -426,615 -112,621 -107,758 -105,541 -100,695
Balance on services 83,596 76,468 78,805 17,309 16,923 27,091 17,480
Balance on income ~13,613 -14,792 -19,118 -4,991 -4,967 -7,412 -1,744
Investment income, net -8,511 —9,621 -13,754 -3,639 -3,637 -6,095 -378
Direct investment, net 67,044 81,231 95,221 22,698 23,451 21,974 27,102
Other private, net 16,379 12,975 -8,178 -260 ~1,500 -3,014 -3,404

U.S. Government, net -91,934 ~103,827 -100,797 ~26,077 -25,588 -25,055 -24,076
Compensation of employees, net -5,102 -5,171 -5,364 -1,352 -1,330 -1,317 -1,366
Unilateral current transfers, net -48,913 -54,136 -50,501 -11,826 -12,130 ~12,669 ~13,876
Balance on current account -324,364 ~444 667 -417,429 ~-112,129 -107,932 -98,531 -98,835

’ Revised.
# Preliminary.
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policy.

In the second quarter, the dollar appreciated 6 per-
cent against the euro. Economic reports indicated that
U.S. economic activity was slowing rapidly, largely as a
result of sharp declines in domestic investment in
equipment and software and in U.S. exports. U.S. busi-
nesses reported that profitability continued to decline
and that the near-term outlook for sales and profitabil-
ity remained uncertain. U.S. monetary authorities fur-
ther eased monetary policy by lowering the target
Federal funds rate in a series of three steps to 3.75 per-
cent from 5.0 percent. The dollar was strengthened by
hopes that the rapid easing of U.S. monetary policy,
which brought the officially targeted U.S. interest rate
below the officially targeted euro-area interest rate,
would lead to a pickup in U.S. economic activity in the
near future. Deceleration of economic activity in euro-
area countries continued, especially in Germany.

In the third quarter, the dollar depreciated 2 percent
against the euro amid signs that the U.S. economic sit-
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uation had weakened and growth may have turned
negative. Economic reports indicated that U.S. manu-
facturing activity weakened further and that nonman-
ufacturing activity might also be slowing. In addition,
reports showed that U.S. nonfarm payrolls were
weaker than expected, that U.S. corporate profits con-
tinued to decline, and that the near-term outlook for
sales and corporate profitability had weakened consid-
erably. U.S. monetary authorities lowered the target
Federal funds rate an additional 25 basis points to 3.5
percent in August. Economic reports indicated that
euro-area manufacturing activity continued to decline,
particularly in Germany, and that measures of total
economic activity grew weakly or declined in most
other euro-area countries. In response, the European
Central Bank reduced its rate on refinancing opera-
tions 25 basis points to 4.25 percent in late August.
The dollar depreciated sharply against most major
currencies for the first several days after the attacks of
September 11th, but it rebounded to pre-attack levels
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by the end of the quarter. In the days after the attacks,
central banks around the world acted to facilitate the
functioning of financial markets and to provide liquid-
ity. The U.S. Federal Reserve System eased its rules for
lending of its own securities to dealers and took other
steps to facilitate the functioning of financial markets.
It provided an unusually large volume of liquidity,
partly by lending record amounts through the dis-
count window and by establishing new short-term re-
ciprocal currency swap arrangements or temporarily
augmenting existing currency swap facilities with the
European Central Bank, the Bank of England, and the
Bank of Canada. When the U.S. stock market reopened
on September 17th, U.S. monetary authorities injected
additional liquidity by lowering the target Federal
funds rate 50 basis points to 3.0 percent.

In the fourth quarter, the dollar was unchanged
against the euro. Equity markets rebounded quickly
from their post-September 11th lows. Prices in the
fixed income market declined. Despite considerable
uncertainty following the attacks and despite Jower in-
terest rates in the United States than abroad, the dollar
appreciated against most major currencies, particu-
larly toward the end of the quarter, when many market
participants believed that the cumulative impact of
eight cuts in the target Federal funds rate during the
first three quarters and three additional cuts to 1.75
percent in the fourth quarter would lead to an earlier
and stronger upturn in economic activity in the United
States than in other countries. The European Central
Bank lowered its rate on refinancing operations in two
steps to 3.25 percent, as additional evidence accumu-
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lated that growth in euro-area countries had weak-
ened.

Economic conditions in Japan deteriorated consid-
erably over the year, as a result of both weak domestic
spending and falling demand for Japanese exports.
Early in the year, Japanese monetary authorities at-
tempted to stimulate domestic demand by first reduc-
ing the overnight call rate to 15 basis points and then
changing the operational target, which effectively low-
ered the call rate to almost zero. As economic condi-
tions failed to improve through the summer months,
the Bank of Japan downgraded its assessment of pros-
pects for the Japanese economy, and monetary author-
ities maintained operations that kept the call rate close
to zero. By the fourth quarter, reports showed that eco-
nomic output had contracted in both the second and
third quarters and that Japan had entered its second re-
cession in recent years. New downward revisions in
growth forecasts and sovereign credit downgrades by
three credit rating agencies further depressed the yen
against the dollar.

Current Account

Goods and services

The deficit on goods and services decreased to $347.8
billion in 2001 from $375.7 billion in 2000. The deficit
on goods decreased, and the surplus on services in-
creased a small amount, partly reflecting nonrecurring
insurance transactions in imports (table D).

Goods

The deficit on goods decreased to $426.6 billion in
2001 from $452.2 billion in 2000. Goods exports and
imports both declined by substantial amounts, but the
decline in imports was larger than that in exports.

Goods exports decreased $51.4 billion, or 7 percent,
to $720.8 billion in 2001 after increasing $87.7 billion,
or 13 percent, in 2000. The decrease was concentrated
in capital goods and in industrial supplies and materi-
als (tables E and F).

Goods imports decreased $77.0 billion, or 6 percent,
to $1,147.4 billion in 2001 after increasing $194.4 bil-
lion, or 19 percent, in 2000. Petroleum imports de-
creased $16.5 billion, or 14 percent, following an
increase of $52.4 billion, or 77 percent. Nonpetroleum
imports decreased $60.5 billion, or 5 percent, follow-
ing an increase of $142.0 billion, or 15 percent; the de-
crease was concentrated in capital goods and in
industrial supplies and materials.

U.S. exports in 2001 were restrained by substantial
slowdowns in economic growth in industrial and less
developed countries. Growth in real gross domestic
product (GDP) in many Western European countries,
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Canada, Japan, and the newly industrialized countries
in Asia was substantially lower than in 2000 (chart 5).
The slowdown was also evident in Mexico and other
countries in Latin America. The lagged impact of dol-
lar appreciation also restrained U.S. exports.

U.S. imports decreased substantially in 2001 as the
U.S. economy, which began slowing in the last half of
2000, slowed considerably more in 2001. Growth in
U.S. real GDP fell to 1.2 percent in 2001 from 4.1 per-
cent in 2000 and 4.1 percent in 1999.

Domestic prices of most exports decreased slightly
in 2001, following an‘increase in 2000. Prices of com-
puters decreased, but less than in 2000. Prices for the
civilian aircraft component of capital goods increased
(table G). When converted into foreign currencies,
prices increased, because depreciation of foreign cur-
rencies more than offset the declines in domestic prices
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ogy products, resulting from the end in the multiyear
worldwide boom in production and sales of high-tech-
nology equipment and components. Semiconduc-
tors—mainly to Asia, Latin America, and Western
Europe—decreased $15.0 billion, or 25 percent. Com-
puters, peripherals, and parts—mainly to Western Eu-
rope, Canada, and Asia (especially South Korea,
Taiwan, and Japan)—fell $7.9 billion, or 14 percent.
Telecommunications equipment—mainly to Canada,
Latin America, and Japan—fell $3.4 billion, or 11 per-
cent. Most types of machinery also decreased. “Other”
industrial, agricultural, and service machinery—
mainly to the newly industrialized countries in Asia, to
Canada, to Western Europe, and to Japan—decreased

Table F. Percent Change in U.S. Trade in Goods, Current

and Chained (1996) Dollars
[Balance of payments basis)

(tall))lel?)' . ¢ . d d led b d Current dollars Chained (1996) dollars
) (o] .arv prices o most 1mports ecreaseaq, e ) f?-v 1999 | 2000 | 2001 #| 1999 /] 2000 <] 2001 #
clines in petroleum and petroleum products and in -
orts 21| 128 -6.71 3.5 11.5| -6.0
computers (table G). i’ Agricuitural products -66| 63| 41] 10| 84| 33
Exports. Nonagrlcultural exports decreased $53.6 Nonagricuttural products. 291 133} -74 381 11.8] -6.7
1. o . Foods, feeds, and beverages... -191 42| 32| 28| 59{ 31
billion, or 7 percent, to $665.8 billion in 2001, follow- Industrial supplies and materials . 08| 169] -67{ 07| 99| 37
. e . . Capital goods, except automotive ......... 38| 147 -97 55] 165| -9.8
ing an $84.5 billion, or 13 percent, increase in 2000. Automotive vehicles, engines, and parts | 37| 68| 70| 31| 59| -7.3
.. . : Consumer goods (nonfood) except
Quantities decreased 7 percent, and prices were un- automoti 211 105] -11{ 24| 100] -07
Chan ed In Value ca ita]. OOdS accounted for 65 er- EXpOftS, [ 11K + PO TIORNY . 20 60| -0.1 3.1 4,7 0.1
BUF the docresse: nonagricultural industrial "™ i i R R RHRH Y
. stroleum and products . 41 -13. ] . 1
cent ’0 the ecFease, ) nonagricu tural 1n uStr‘la Nonpetroleum products .. 1.0} 148| ~55| 129] 14.1] 4.0
supplies and materials, for 24 percent; and automotive Foods, feeds, and beverages... 571 55| 15| eal 71| 4s
. . Industrial su plies and materials . 108} 348| -82 24 57| -0.3
products, for 10 percent. Agncultural products in- 2apnal g;wodsp hex?ept automobved. ......... 8.6 1;2 —131' }32 23% —1;.(15
utomotive vehicles, engines, and parts | 20.4 X =3. . . -3
creased (Charts 6 and 7)' lI)onstumert goods {nonfood), except i1l 162! sl 121] w75l 1s
: ; i AULOMOLIVE cevveveo v e vensesarreerenonns A} 16. X . . .
Capltal gOOdS’ exc‘ept auFomOtlve’ fell $34'§ l?llhon’ Imports, n.e.c., and U.S. goods returned | 20.5( 1281 -03{ 206} 11.8] -04
or 10 percent, following an increase of $45.8 billion, or ~———
1 1oh- - » Preliminary.
15 percent. Much of the decrease was in high-technol s Preliminay. whers classified.
Table E. U.S. Trade in Goods, Gurrent and Chained (1996) Doliars
[Balance of payments basis, miflions of dollars, quarters seasonally adjusted}
k Current dollars Chained (1996) dollars *
2001 2001
1999 2000 2001° 1999 2000 20017
1 It 0 Ve I I ce Ve
Exports . 684,553 | 772,210 720,831 | 194,542 | 185,464 | 173,419 | 167,406]| 736,408 | 821,462 | 771,921 | 206,740 | 197,934 | 186,072 | 181,175
Agricultural products 49,661 52,808 54,986 | 13,629 13483{ 13,746 14,123 63,239 68,539 70,777 | 175181 17,517 | 17,400 18,342
Nonagricultural products.. 634,892 719,402{ 6658451 180,913 171,976 | 159,673 | 153,283|| 673,008 752,470 | 702,079 | 189,240 | 180,458 | 168,966 | 163,415
Foods, feeds, and beverages 45,532 47,453 48,9821 12400| 12,105{ 12,025 12,452 56,620 59,975 61,815] 15637 ) 15401| 14975| 15,802
Industrial suppltes and materials... 147,094} 1719561 160,375 43,099 41,274 | 38454 37,548]| 158,486 | 174,250 167,770| 43,800| 42,551| 40,606| 40,813
Capital goods, except automotive........... 311,250 357,0371 322,259 | 91,496| 82874 75907 { 71982{i 342,074] 395048 356,305 100,878 91,472| 84,154 79,801
Automotive vehicles, engines, and parts 75,084 80,170 745961 17,935) 19,0661 19,341 | 18254 73,955 78,293 725811 17481 18547 | 18,796 17,757
Consumer goods (nonfood) except
automotive 81,972 90,554 89,600 | 23457} 23,344 21456] 21,343 81,644 89,791 89,158 | 23,340 232741 21,349] 21,195
Exports, ne.c. ..... 23,621 25,040 25019 6,155| 6801 6236 5827 24,712 25,872 25847 6332 6990 6436| 6,089
Imports g 1,029,987 | 1,224,417 | 1,147,446 | 307,163 | 293,222 | 278,960 | 268,101]11,139,616 | 1,293,769 | 1,249,833 | 325,385 | 315,632 | 305,877 | 302,938
Petroleum and products ... 76 0185 103 7171 29,2781 28535| 25641 20,263 81,443 86,004 88,640 22784 23,031| 21,314| 21511
Nonpetroleum products 962,220 | 1, 104 2.32 1,043,729 | 277,885 | 264,687 | 253,319 | 247,838{| 1. 056 300 | 1,205,094 | 1,156,932 | 301,394 | 291,506 | 283,672 280 360
Foods, feeds, and beverages 43578 45,974 46675| 11459 11425| 11,987 11,804 46,122 49,419 51678 | 12428 12,638( 13,438| 13,174
Industrial supplies and material 2247171 302,911 2781711 77,144| 74444 67,288 69,295 248,863 | 263,04 262,235| ©€6,503| 67,309 64,390 64,033
Capital goods, except automotive.. 295,271 346,663 ] 297,802 | 86,184( 74,735 69,116| 67,767 375,681 451,647 399,355 | 113,849 99,780 | 93,274 92,452
Automotive vehicles, engines, and 178,996 | 195,858 189,700| 46,705) 47, 787 47, 976 47, 1232 177,167 192,490 | 186, 486 458341 47, 034 47,267 | 46,351
Consumer goods (nonfood) except
AUEOMOLIVE. ... e aiensenne 241,845 281,581 283,798 72,983| 71,638| 70,038) 69,139|{ 249,796 293422| 298,168| 76,3421 75,171| 73,647 | 73,008
Imports, n.e.c., and U.S. goods returned 45,580 51 ,430 51,300 12,683 13,193 12555 12,864 45,945 51,350 51,135 12,500 13,062 12,605] 12968

Revised.
# Preliminasy.
n.e.c. Not efsewhere classified.
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$7.1 billion, and electric generating machinery—
mainly to Mexico, Asia, and Western Europe—de-
creased $4.8 billion. In contrast, civilian aircraft and
parts increased $4.7 billion, a turnaround from a
strike-depressed 2000 (table I).

Nonagricultural industrial supplies and materials
decreased $12.6 billion, or 8 percent, following an in-
crease of $23.4 billion, or 17 percent. Metals and non-
metallic products decreased $4.6 billion, and chemicals
and paper and paper products also decreased. All of
these decreases reflected slowing economic growth
abroad (table J).

Automotive vehicles, engines, and parts decreased
$5.6 billion, or 7 percent, following an increase of $5.1
billion, or 7 percent. The decrease was more than ac-
counted for by a decrease in exports to Canada, mostly
of parts, but also of completed autos, trucks, and
buses. Exports to other areas increased slightly.

CHART 5
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Consumer goods decreased $1.0 billion, or 1 per-
cent, following an increase of $8.6 billion, or 10 per-
cent. Both consumer durables and nondurables fell
after strong increases. Offsetting some of the decreases
was a 17-percent increase in pharmaceutical products,
which have increased strongly for the past 5 years.

Agricultural products increased $2.2 billion, or 4
percent, following an increase of $8.6 billion, or 10
percent. These increases followed 3 years of decline.
However, exports remained 11 percent below the
record level reached in 1996, as both volume and aver-
age prices were well below those in 1996.

Imports. Nonpetroleum imports decreased $60.5
billion, or 5 percent, to $1,043.7 billion in 2001, fol-
lowing an increase of $142.0 billion, or 15 percent in
2000. Quantities decreased 4 percent, and prices de-
creased 1 percent. In value, capital goods accounted for
more than 80 percent of the decrease. Nonpetroleum

Table G. Percent Change in U.S. Goods Trade
Chain-Weighted Price Indexes
[Based on index numbers (1996=100)]

1999 | 2000+ | 2001~
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Table H. Percent Change in Foreign Currency Cost of

U.S. Exports of Goods
[Based on index numbers (1996=100)]

1999 1 2000 | 2001~
Exports.......... RN . I -11 3.6 4.6
Agncu\tural products ......... [P 7.1 05 6.2
Nonagricultural progucts ... -0.6 38 45
Foods, feeds, and beverages -43 08 56
Industrial supplies and materials.. -1.2 89 2.0
Capital goods, except automotive..... ~13 17 54
Computers, peripherals, and parts .. -91 2.8 20
Civilian aircraft, engines, and parts.. 26 6.6 11
Other capital goods .............c.c......... -04 18 49
Automotive vehicles, engines, and parts ... 09 33 58
Consumer goods (nonfood) except automotive .. ... -0.1 28 51
Exports. ne.c . . -08 37 54
“Revised
<Prefiminary,

n.e.c. Not elsewhere classified

Nze. Chain-weighted price indexes multiplied by trade-weighted exchange rate index of the
currencies of Austraha. Austria. Belgium. Canada. Finland. France, Germany. treland, Italy, Japan.
Luxembourg. Netherlands. Portugal, Spain. Sweden. Switzerland. and United Kingdom. and. from
January 2001, Greece
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industrial supplies and materials also decreased
sharply. Consumer goods increased, but the increase
was substantially smaller than in 2000 (charts 6 and 8).

Capital goods, except automotive, fell $48.9 billion,
or 14 percent, following an increase of $51.4 billion, or
17 percent. High-technology products accounted for
$41.7 billion of the decline. Within the group, semi-
conductors decreased $17.9 billion, largely from Asia.
Computers and computer parts decreased $15.8 bil-
lion, $8.2 billion of which was parts from Asia. Tele-
communications equipment decreased $8.0 billion,
largely from Canada. Reduced chip demand, falling
semiconductor prices, and sharply lower demand for
all types of electronic products reflected the end of the
multiyear worldwide boom in production and sales of
high-technology products. Among other capital goods,

CHART 6 .
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electric generating machinery fell for the first time, re-
flecting lower purchases from Japan, other countries in
Asia, and Mexico. “Other” industrial, agricultural, and
service industry machinery, mainly from Japan and
Western Europe, fell for the first time since 1991. In
contrast, civilian aircraft increased strongly (table I).
Nonpetroleum industrial supplies and materials fell
$8.3 billion, or 5 percent, following an increase of
$25.8 billion, or 16 percent. Metals and nonmetallic
products more than accounted for the decrease, de-

CHART 7

Growth in Exports by Selected Commodity
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clining $8.9 billion; over half the decline was ac-
counted for by iron and steel products and steelmaking
materials, principally from countries in Asia and West-
ern Europe. Nonferrous metals fell $3.4 billion, mainly
from Eastern and Western Europe. Among nonmetals,
paper and paper base stocks fell $1.4 billion, mainly
from Canada, the top supplier to the U.S. market.
Partly offsetting these decreases were stronger imports
of natural gas, also from Canada. Purchases of natural
gas have grown strongly since 1998 (table J).

April 2002

Automotive vehicles, engines, and parts fell $6.2 bil-
lion, or 3 percent—the first decrease since 1991—fol-
lowing an increase of $16.9 billion, or 9 percent. Parts
and accessories, mainly from Canada and Japan, ac-
counted for 70 percent of the decline. However, im-
ports of complete autos, mainly from Canada and
Mexico, were also lower. These declines reflected a 12-
percent reduction in U.S. auto production for the year
and a 1-percent decline in yearly auto sales. U.S. auto
sales plunged immediately following the terrorist at-

Table I. U.S. Trade in Capital Goods, except Automotive

[Balance of payments basis, millions of dollars)

1996 1997 1998 1999 2000 2001 ¢
Exports 253,986 295,874 299,868 311,250 357,037 322,259
Computers, peripherals, and parts 43,719 49,361 45,247 46,725 65,541 47,632
Semiconductors 35,769 38,861 37,650 46,961 60,077 45,099
Telecommunications equipment . 20,217 23,340 ,869 25,367 31,268 27,914
Scientific, hospital, and medical equipment and PartS.........o..ovveererrrenrmererenneenne 14,804 16,173 ,827 16,831 19,384 20,124
Industrial, agricultural, and service industry machine 40,960 46,347 43,573 43,768 52,116 45,030
Machine tools metalworking equipment, and control instruments .... 15,606 18,275 18,815 ,335 23, 844 19,974
Oil drilling, mining, and construction machinery 12,693 15,965 15,943 11,987 12,628 14,160
Industrial engines, pumps, and compressors 10,287 12,614 1,727 11,899 12,583 13,033
Electric generating machinery, electric apparatus, and PAMS «.eeecreremeerneenanees 24113 27,977 27,301 29,403 35,847 31,004
Civilian aircraft, engines, and parts 30,792 41,359 53,547 52,920 48,091 52,813
Other capital goods, n.e.c 5,026 5,602 6,369 6,054 5,658 5,476
imports. 228,478 253,398 269,451 295,271 346,663 297,802
Computers, peripherals, and parts 61,514 70,177 72,475 81,457 89,762 74,003
Semiconductors 36,707 36,880 33,416 37,627 48,355 30,455
Telecommunications equipment 12,788 13,822 15,723 20,922 31,927 23,882
Scientific, hospital, and medical equipment and parts.... 7,992 8,958 10,513 12,196 14,996 15,290
Industrial, agricuttural, and service industry machinery . 38,386 41814 44,711 46,170 50,923 46,854
Machine tools, metalworking equipment, and control instruments .... 13,463 14,973 16,173 15,497 18,082 16,357
Oil drilling, mining, and construction machinery 5,201 6,382 ,007 ,025 7,210 6,927
Industrial engines, pumps, and compressors 6,267 6,541 7,338 8,258 10,061 10,422
Electric generating machinery, electric apparatus, and parts............coec.neciinens 24,749 27,920 29,074 32,835 39,748 34,881
Civitian aircraft, engines, and parts 12,671 16,598 21,814 23,773 26,376 31,236
Other capital goods, n.e.c 8,740 9,333 10,207 9,511 9,223 7,495
» Preliminary.
n.e.c. Not elsewhere classified.
Table J. U.S. Trade in Nonagricultural Industrial Supplies and Materials
[Balance of payments basis, millions of doliars]
1996 1997 1998 1999 2000 2001 #
Exports 137,949 147,730 138,528 139,323 162,769 150,121
Energy products 15,536 16,566 13,335 12,882 16,637 16,043
Chemicals, excluding medicinals 42,40 46,829 44,944 45,929 52,243 49,784
Paper and paper base stocks 12,482 12,785 12,151 12,174 14,000 12,413
Textile supplies and related materials 9,555 10,700 8,918 9,215 10,671 10,160
Building materials, except metals 9,261 9,482 7,977 8,166 8,762 7,797
Other nonmetals 15,302 16,705 18,043 18,503 21,208 19,313
Metals and nonmetalfic products 33,372 34,663 33,160 32,454 39,248 34,611
Steelmaking materials and iron and steel products 7,565 8,186 7,328 139 8,548 7,968
Nonferrous metals 15,481 15,026 14,235 13,541 16,056 14,231
Other metals and nonmetallic products 10,326 11,451 11,597 1,774 14,644 12,412
Imports. 203,017 211,000 196,853 219,158 297,300 272,870
Energy products 80,279 80,158 59,119 78,140 138,397 125,852
Chemicals, excluding medicinals 26,862 29,124 29,183 30,117 34,449 34,894
Paper and paper base stocks 10,872 10,675 11,222 11,614 13,725 12,336
Textile supplies and related materials 8,835 10,097 10,338 10,293 11,242 10,303
Building materials, except metals 15,035 16,822 17,909 21,824 21,801 21,301
Other nonmetals 13,376 14,177 14,650 15,856 17,914 17.324
Metals and nonmetaliic products 47,758 49,947 54,432 51,314 59,772 50,860
Steelmaking materials and iron and steel products 20,265 21,163 24,456 20,916 24,006 18,982
Nonferrous metals 21,678 22,035 22,837 22,797 26,687 23,258
Other metals and nonmetallic products 5,815 6,749 7,139 7,601 07! 8,620
Memorandum:
Nonpetroieum industrial supplies and materials imports.......cce.cevcirecrievcnsennans 136,752 145,535 152,145 156,950 182,726 174,454
¢ Prefiminary.
org/

Federal Reserve Bank of St. Louis
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tacks of September 11th, but generous financial incen-
tive programs by auto manufacturers led to record
high sales in October and relatively strong sales in No-
vember and December.

Consumer goods increased $2.2 billion, or 1 per-
cent, a sizable slowdown from increases of $39.7 bil-
lion, or 16 percent, in 2000 and $24.7 billion, or 11
percent, in 1999. Imports of most types of consumer
goods from nearly every major country declined, but
especially those from Western Europe and Canada.

Petroleum and petroleum products decreased $16.5
billion, or 14 percent, following an increase of $52.4
billion, or 77 percent. OPEC members, especially Ven-
ezuela, Nigeria, and Saudi Arabia, accounted for 42
percent of the decrease. Among non-OPEC members,
imports were lower from Mexico, Canada, and the
United Kingdom. Although the average price per bar-

CHART 9
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rel fell to $22.80 in 2001 from a record high of $27.43
in 2000, it remained high by historical standards. The
average number of barrels imported daily continued to
rise, to 12.43 million from 11.98 million (chart 9). In-
ventories rose, while both U.S. consumption and pro-
duction fell, though marginally.

Balances by area. In 2001, the deficit on goods was
$426.6 billion, a reduction of $25.6 billion. Reductions
occurred with Asia—$12.3 billion with Japan and
$14.8 billion with other countries in Asia—mostly as a
result of larger declines in imports than in exports.
Most of the reductions in imports-and exports were in
the high-technology components of capital goods (ta-
ble K).

By comparison, the deficits with industrial coun-
tries except Japan increased by small amounts. The
_deficit with Western Europe increased $4.7 billion, pri-
marily because declines in exports of capital goods and
of industrial supplies and materials combined were
larger than declines in imports of those commodities.
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The deficit with Canada increased $1.0 billion, pri-
marily as a result of declines in exports of capital
goods, automotive products, and industrial supplies
and materials that were largely offset by declines in im-
ports of capital goods and automotive products.

The deficit with Latin America increased $1.0 bil-
lion. Within Latin America, the deficit with Mexico in-
creased $5.2 billion, largely because of lower exports of
capital goods and industrial supplies and materials,
which were partly offset by lower imports of petroleum
and petroleum products.

Services

The surplus on services increased to $78.8 billion in
2001 from $76.5 billion in 2000. In contrast to in-
creases in many recent years, services exports and ser-
vices imports both decreased. Imports decreased more
than exports (partly reflecting nonrecurring insurance
transactions in imports), leading to the rise in the sur-
plus (table L).

Table K. U.S. Trade in Goods by Major End-Use Category for Selected Areas and Countries
[Balance of payments hasis, millions of dollars]
Ganada Western Europe United Kingdom Germany Japan
1999 2000 | 2001» | 1999 2000 | 2001~ 1999 2000 20012 1999 2000 { 2001» | 1999 2000 | 20012
Exports. '1166,727 { 178,987 | 163,939 | 162,770 [ 178,793 171 833 ( 37,659 40,727 | 39,809 26,364 | 28,923 | 29,441 | 56,074 | 63,576 | 56,038
Agricultural products 7,997 S 9202 | 7744| 7579 7708 1,094 1,050 1,080 978 943 9431 9,016] 9547 9,090
Nonagricultural products . 158730 | 170.518 | 154,737 | 155,026 | 171214 | 164127 | 365565 ] 39,677 | 38729 | 25386 | 27,080 | 28498 | 47.058 | 54.029 | 46,948
Foods, feeds, and beverages.... 7,958 8,394 9,104 6,101 5,864 5,927 1,029 938 1,022 744 680 739 9,642 1 10,006 9537
Industrial supplies and materials . 35,965 40,226 | 37,884 | 32,975| 37,793| 35424 6,318 7,101 6,550 4,384 4,755 4431 10,847 124891 10,686
Capital goods, except automotive ... .| 53,836 60,249 52357 | 87,177 96,290| 87,662 21505 23307 | 20,616| 15605| 17,668 17,562 24,005] 28,280| 24,083
Automotive vehicles, engines, and parts AAAAAAA 45, 815 5,663 | 39,698 7,921 7,48 8,56% 1,767 1,637 1,820 2,169 2,222 2,926 2,733 3,029 2,677
Consumer goods (nonfood), except
automotive 18,1371 19122 18,632 22,440 25332) 27,792 5,187 6,259 7,653 2,630 2,712 2,919 7,565 8,450 7,778
Exports, n.e.c 5016| 5333 6264 6,156| 6,026 6459 1,853 1,485 2,148 832 886 864 1,282 1322 1,277
Imperts 201, 288 233,678 | 219,588 | 214,871 | 243,426 {241,197 | 38,789 | 43,388 | 41,101 55,167 | 58,501 | 59,139 | 130,878 | 146,497 | 126,645
Petroleum and progucts... 9 958 [ 18,553 | 16,316 6,596 | 12,653 11 150 2,425 4117 3,383 286 510 449 180 251 219
Nonpetroleum products ... 191,330 | 215,125 | 203,272 | 208,275 | 230,773 230 047 36,364 39,271 37,718 { 54,881 [ 57,991 ] 58,690 | 130,698 | 146,246 | 126,426
Foods, feeds, and beverages 94621 102771 11,452 9,480 9,706 9,644 1,227 1,262 1,188 644 663 648 426 438 385
Industrial supplies and materials . 66,5611 85,877 83993 43,187 53,327 | 48,753 7,392 10,061 8,827 8,282 9,265 8,627 | 12,4841 13,060 11,507
Capital goods, except automotive ... 32,069 [ 40,300 ,601| 70,925| 78076 76,236 15059| 15574 14,805( 19,714 | 21588 | 21,8141 54511 ] 62,196 ] 47,599
Automotive vehicles, engines, and parts........ 63,8371 63,946 S 28,539 | 30,398 31,132 3,629 4,185 38461 17,107} 18,423 18,933 ] 43,058 | 47,594 | 44,912
Consumer goods (nonfood) except
automotive 13,9811 16,013| 15613 | 50499 58,7871 61697 8,374 8,754 8,622 8,777 5,837 6,345 17,057 | 19,259] 18,277
Imports, n.e.c., and U.S. goods returned....... 15,378 17,265] 16,976 | 12,241 13,132 13,735 3,108 3,552 3,813 2,643 2,725 2,772 3,342 3,950 3.965
Balance -34,561 | -54,691 | -55,649 | -52,101 | -64,633 [ -69,364 { -1,130| -2,661( -1,292|-28,803 |-29,578 |{~29,693 |-74,804 |-82,921 |-70,607
Latin America Mexico Asia, excluding Japan K%?Qf, Elor?gap%igu%ﬁu% China
1999 2000 { 2001» | 1999 2000 | 2001° 1999 2000 20017 1999 2000 | 2001~ | 1999 2000 | 2001»
Exports. 131,387 | 158,843 | 148,302 | 86,761 | 111,171 | 101,411 | 129,622 | 151,998 | 140,222 | 68,317 | 83,114 69,999 | 13,055 | 16,138 | 19,164
Agricultural products 8,663 | 9482 10488] 5678| 6603| 7552 10893| 12622 13287| 5854| 6147| 6113 868| 17611 1954
Nonagricultural products . 122724 | 149361 | 137,814 | 81,083 | 104568 | 93.859 | 118,729 | 139.376 | 126935 | 621463 | 76,967 | 63.886 | 12,187 | 14:377| 17210
Foods, feeds, and beverages.... 74091 79371 9003 4903 5620| 6558 94541 10490] 10487 5090f 5098( 4,937 784 15581 1584
Industrial supplies and materials . 34,896 | 44,352 40,766 | 24,149 31,820 28,043| 25425) 29318} 27,727 | 14,015} 15969 | 139731 3876{( 5098| 5455
Capital goods, except automotive 52,439 | 62,216 | 57,461 | 31,813| 40,798 | 36,130 78,151 93,496 83179| 41990 | 53494 | 43,059 7407 8378| 10,827
Automotive vehicles, engines, and 13,560 | 18,636 | 18,154} 11,753 16,574 | 16,088 3,179 3315 34281 1,140 998 836 275 268 296
Consumer goods (nonfood), except '
automotive 17,7171 19,575 17,468| 10419 11851 | 10673 | 10033| 11,639| 11950| 4,457 | 5516} 5422 571 672 862
Exports, n.e.c ¥ 6,127 5450 3724 4508 3919 3,380 3,740 34511 1625] 20397 1772 142 164 140
Imports 160 969 {199,833 | 190,250 | 116,550 | 136,811 | 132,275 | 279,520 | 340,265 | 313,664 | 95,091 111 ,460 | 93,266 | 81, 789 100,021 {102,286
Petroleum and products... 23271 37,083 30,251 7,280 12,800 10216] 15287 | 26,1451 24,250 5601 1,081 1,126 618 318
Nonpetroleum products ... 133 642 | 162,750 | 159,999 | 103,270 | 124.011 | 122,059 | 264233 | 314120 289414 | 94,531 | 110,379 ] 92140 | 81, 607 99,403 | 101,968
Foods, feeds, and beverages 13,3801 13656 ( 13116 5475] 5853| 5973 7,784 8,515 8,399 712 710 708 9421 1,106 1,236
Industrial supplles and materials . 39,8931 56,961 49,116| 15231| 21,774| 18,763 | 37359| 52554 | 48991 90231 10927 1 10,035| 5957 | 7,636 7,556
Capital goods, except automotive .. . 1,723 | 38543 | 37414 27,456 | 34,105] 32901 101,870 | 122,642{ 98,391} 51,817 60,351 | 43,358 | 17,730 | 23,292 | 23,212
Automotive vehicles, engines, and parts ........ 34,857 | 42,226 42,135 33,074 | 40,249 40,044 7,933 10,5831 12,160 5,193 7,270 8,855 1,192 1,557 1,677
Consumer goods (nonfood), except
automotive 34,168 | 40,043 | 40477 | 23940 | 28375| 283281 118441 133,842 138,621 | 25174 | 28406 | 26,740 { 55073 | 65321 67,428
Imports, n.e.c., and U.S. goods returned....... 6,948 8404 79921 53741 6455| 6,266 6,133 7,129 7,102 3,172 3,796 | 3,570 895§ 1,109 1,177
Balance -29,582 | -40,990 | -41,948 [ -23,789 | -25,640 | ~30,864 | -149,898 | -188,267 |-173,442 | -26,774 | -28,346 | -23,267 | ~68,734 | 33,883 | ~83,122

» Prefiminary.

n.e.c. Not elsewhere ciassified.
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In the first 8 months of 2001, slowing U.S. economic
activity limited travel abroad by U.S. residents, and
slowing growth in major economies abroad signifi-
cantly limited travel to the United States by foreign res-
idents. The disruption of international travel after the
attacks of September 11th further reduced both travel
payments and receipts by substantial amounts in the
remainder of the year. Although some recovery from
October lows was evident in November and December,
receipts and payments at yearend remained substan-
tially below their end-of-August levels. For the year,
travel receipts were $72.3 billion, down from $82.0 bil-
lion in 2000; the number of foreign visitors to the
United States deceased 14 percent, following an in-
crease of 6 percent. Travel payments were $58.9 billion,
down from $64.5 billion; the number of U.S. travelers
abroad decreased 7 percent, following an increase of 9
percent. Passenger fare receipts were $17.7 billion,
down from $20.7 billion, and passenger fare payments
were $23.4 billion, down from $24.2 billion.

Transportation exports and imports were also af-
fected by slowing economic activity in the United
States and slowing growth abroad. Freight receipts and
payments reflected the sizable deceleration and then
the decline in goods exports and imports since mid-
2000. Expenditures by carriers for purchases of ser-
vices in ports also fell by sizable amounts as a result of
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the decline in shipping and transportation activity.

“Other” transportation receipts decreased $1.9 bil-
lion, or 6 percent, to $28.3 billion in 2001, following an
increase of $3.3 billion, or 12 percent, in 2000. Freight
receipts decreased $1.1 billion, or 9 percent, following
a 15-percent increase. Ocean freight receipts decreased
$0.6 billion, or 12 percent, as a result of decreases in
export volume and freight rates. Rates fell substantially
because of weak demand for bulk items, such as coal,
iron ore, and grain. Air freight receipts decreased $0.4
billion, or 8 percent, reflecting an 11-percent decrease
in export volume transported by U.S. carriers.

Port services receipts decreased $0.8 billion, or 4
percent, following a 10-percent increase. Air port ser-
vices receipts decreased $0.6 billion, or 7 percent,
mostly because of a sizable decrease in the number of
foreign visitors to the United States after the attacks of
September 11th. A decrease in jet fuel prices also con-
tributed to the decline in air port services receipts.
Ocean port services receipts decreased $0.2 billion, or
2 percent.

“Other” transportation payments decreased $2.8
billion, or 7 percent, to $38.2 billion in 2001, following
an increase of $6.9 billion, or 20 percent, in 2000.
Freight payments decreased $2.0 billion, or 7 percent,
following a 20-percent increase. Ocean freight pay-
ments decreased $0.9 billion, or 5 percent, reflecting a

Table L. Services
[Millions of doliars, quarters seasonally adjusted]
2001
1999 2000 2001°
I i - [\
Exports 272,800 293,492 283,758 74,072 73,369 69,724 66,594
Travel 74,731 82,042 72,295 20,711 19,835 17,337 14,412
Passenger fares. 19,785 20,745 17,734 5,006 4,933 4,352 3,443
Other transporiation 26,916 30,185 28,292 7415 7,113 7,055 6,709
Royalties and license fees 36,420 38,03 38,875 9,564 9,759 9,683 9,870
Other private services 98,143 107,568 112,892 27,769 28,166 28,035 28,922
Affiliated services 28,969 31,628 35,385 8,793 8,797 8,651 9,144
Unaffiliated services 69,174 75,940 77,507 18,976 19,369 19,384 19,778
Education 9,604 10,287 10,959 2,630 2,707 2,787 2,835
Financial 14,303 17,042 14,498 3,735 3,737 3,426 3,600
Insurance 1,299 2,412 3,209 770 796 814 829
Telecommunications 3,734 3,843 4,178 950 986 1,107 1,134
Business, professional, and technical..........c..cccoecevecvnenee 27,114 28,026 29,224 7,149 7,316 7,379 7,380
Other 13,120 14,331 15,438 3,74 3,827 3,871 3,999
Military transactions ' 15,920 14,060 12,813 3,380 3,362 3,048 3,023
U.S. Government receipts 885 862 857 227 201 214 215
Imports 189,204 217,024 204,953 56,763 56,446 42,633 49,114
Travel 58,865 64,537 58,921 16,247 16,231 14,472 11,971
Passenger fares 21,315 24,197 23,407 6,001 6,493 6,240 4,673
Other transportation 34,139 41,058 38,230 10,501 9,689 9,159 8,884
Royalties and license fees 12,613 16,106 16,399 4,161 4,159 4177 3,903
Other private services 46,117 54,687 50,289 15,548 15,635 4,164 14,941
Affiliated services 22,588 25,300 29,484 7,467 7,530 7,305 7,182
Unaffiliated services 23,529 29,387 20,805 8,081 8,105 -3,141 7,759
Education 1,829 2,140 2,496 587 612 635 662
Financial 3,404 4,482 3,936 1,104 1,085 852 895
Insurance 3,206 9,189 1,341 3,100 3,122 -7,913 3,032
Telecommunications 6,605 5,360 5,002 1,252 1,217 1,283 1,251
Business, professional, and technical ........c.ccocovveeveceneneece 8,061 7,776 7,574 1,936 1,953 1,884 1,800
Other 425 440 456 102 116 118 119
Direct defense expenditures 2 13,334 13,560 14,775 3,567 3513 3,685 4,010
U.S. Government payments. 2,821 2,879 2,932 738 726 736 732
*Revised. 2. Consists of imports of goods and services by U.S. defense agencies, which cannot be separately
» Preliminary. identified. ’

1. Consists of %oods and services transferred under U.S. military agency sales contracts, which
cannot be separately identified.
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decrease in import volume and freight rates. Freight
rates for all ocean services (liner, tanker, and tramp)
fell as a result of a decrease in trade volume and an in-
crease in available capacity. Air freight payments de-
creased $0.8 billion, or 17 percent, mostly as a result of
a 10-percent decrease in import volume transported by
foreign carriers.

Port services payments decreased $0.8 billion, or 6
percent, following an 18-percent increase. Air port ser-
vices payments decreased $0.7 billion, or 6 percent,
mostly reflecting the decrease in international air travel
after September 11th. A decrease in jet fuel prices also
contributed to the decline in air port services pay-
ments. Ocean port service payments decreased $0.1
billion, or 5 percent.

“Other” private services receipts increased to $112.9
billion in 2001 from $107.6 billion in 2000, but the in-
crease in 2001 was only half the size of the increase in
2000. Affiliated services (transactions between affili-
ated companies) accounted for much of the increase in
2001. Most unaffiliated services continued to rise, but
financial services decreased as foreign activity in U.S.
financial markets slowed.

“Other” private services payments decreased a sub-
stantial amount, to $50.3 billion in 2001 from $54.7
billion in 2000. A decrease in unaffiliated services more
than offset an increase in affiliated services. Among
unaffiliated services, financial services payments de-
creased substantially, reflecting significantly reduced
U.S. activity in foreign financial markets. More impor-
tantly, “other” private services payments was held
down by the recording in the third quarter of large
nonrecurring losses recovered from foreign reinsur-
ance companies as a result of the September 11th at-
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tacks. The losses recovered are recorded in the
accounts on an accrual basis at the time the insured
event occurs. Excluding these nonrecurring transac-
tions, “other” private services payments would have
risen to $61.3 billion in 2001 from $54.7 billion in
2000.

Transfers under U.S. military agency sales contracts
were $12.8 billion in 2001, down from $14.1 billion in
2000. Deliveries have fallen substantially from a peak
in 1998, reflecting a drop in orders placed in recent
years. U.S. direct defense expenditures abroad were
$14.8 billion in 2001, up from $13.6 billion in 2000,
mostly reflecting military activities in Afghanistan in
the fourth quarter, especially for the transportation of
troops and supplies.

Income

The deficit on income increased to $19.1 billion in
2001 from $14.8 billion in 2000. Income receipts fell to
$293.8 billion from $352.9 billion (table D). “Other”
private receipts accounted for most of the decrease, but
direct investment receipts also decreased a large
amount. Income payments fell to $312.9 billion from
$367.7 billion. Both direct investment payments and
“other” private payments decreased by large amounts.
Receipts of income on U.S. direct investment abroad
decreased to $132.7 billion in 2001 from $149.2 billion
in 2000 (table M, chart 10). The slowdown in global
economic activity combined with the appreciation of
the dollar had a pronounced impact on the earnings of
affiliates located abroad, which was evident across all
industries. In manufacturing, the $9.7 billion decrease
in earnings was widespread and included earnings de-
clines in transportation equipment, industrial machin-

Table M. Direct Investment Income and Capital
[Millions of dollars, quarters seasonally adjusted]

Federal Reserve Bank of St. Louis

2001
(Credits +; debits ~) 1999 2000 2001»
I " mr [\
Income

Income receipts on U.S. direct investment abroad 123,718 149,240 132,651 37,096 34,311 31,008 30,241
Distributed earnings 46,903 45,984 44,189 11,914 11,969 10,050 10,260
Reinvested earnings 73,318 99,691 84,296 24,203 21,361 19,854 18,878
Interest, net 3,499 3,566 4,167 979 981 1,104 1,103

income payments on foreign direct investment in the United States........c....ccoeeeeeeenne 56,674 68,009 -37.430 -14,398 -10,860 -9,034 -3,139
Distributed earnings -21,299 24,744 -19,541 -6,293 -1,740 -6,415 ~5,096
Reinvested earnings ~19,984 -23,651 4,630 2,715 -3,344 2,984 7,708
Interest, net -15,392 -19,614 ~22,520 -5,390 ~5,776 -5,603 -5,751

Capital )

U.S. direct investment abroad (increase/financial OWFIOW (=))......ovvvremeercrrnerrrennns ~155,385 -152,437 -156,019 -41,122 —41,246 ~43,224 -30,426
Equity capital -58,786 -49,907 -52,359 -8,545 ~13,675 -18,960 -11,179
Reinvested earnings -73,318 -99,691 ~84,296 ~24,203 ~-21,361 ~19,854 <18,878
Intercompany debt. -23,282 2,840 -19,363 -8,374 -6,210 -4,410 -369

Foreign direct investment in the United States (increase/financial inflow (+))............. 301,006 287,655 157,936 52,818 65,554 22,611 16,951
Equity capital : 225,619 216,749 113,229 21,846 48,736 13,457 29,190
Reinvested earnings 19,984 23,651 —4,630 2,715 3,344 -2,984 -7,708
Intercompany debt 55,404 47,255 49,338 28,257 13,474 12,138 -4,531

" Revised.
# Preliminary.
.org/
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ery, and electronic equipment. In “other” industries,
nearly three-fourths of the $8.1 billion decrease in
earnings was accounted for by a $5.9 billion decrease
in finance, insurance, and real estate. Financial affili-
ates of manufacturing and of petroleum companies re-
ported large decreases, as did insurance affiliates and
affiliates of major investment banks. By comparison,
petroleum earnings decreased only $0.9 billion.
Payments of income on foreign direct investment in
the United States decreased to $37.4 billion in 2001
from $68.0 billion in 2000 (table M, chart 11). The de-
crease reflected the major economic slowdown in the
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United States. The largest decreases in earnings were
in manufacturing, which shifted from profits of $13.6
billion to losses of $3.7 billion, and in “other” indus-
tries, which shifted from profits of $13.5 billion to
losses of $2.3 billion. Within manufacturing, earnings
decreases were largest in telecommunications equip-
ment. Within “other” industries, earnings decreases
were largest in finance except depository institutions,
wholesale trade, “other industries,” and insurance. Pe-
troleumn earnings decreased from $13.5 billion to $11.9
billion.

Receipts of income on “other” private investment
decreased to $155.2 billion in 2001 from $197.4 billion
in 2000, the first annual decrease since 1993 (table N,
chart 12). The largest decrease was in interest earned
on banks’ and nonbanks’ claims, which declined $29.4

CHART 11
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billion. The average interest rate on banks’ and non-
banks’ claims was more than 200 basis points lower
than in 2000. Dividends earned on stocks decreased
$9.8 billion, attributable to both lower U.S. holdings
and lower dividend yields. Interest earned on bonds
decreased $3.0 billion, as higher U.S. holdings of bonds
offset some of the decline in yields.

Payments of income on “other” private investment

Table N. Other Private Income
[Billions of dollars]

1999 2000 20012
Receips ... 156.2 197.4 155.2
Dividends ..... 30.8 359 26.1
Interest on bonds ... 40.3 443 413
Interest on bank claims ... 419 56.7 422
Interest on other claims * 432 60.5 45.6
Payments...................oee. 139.8 184.5 163.4
Dividends .......ooooovooo s 17.2 195 217
Interest on bonds ... 438 57.7 62.4
Interest on bank liabilities 474 64.3 417
Interest on other liabilities '.. 314 430 376

# Preliminary.
1. Primarily income of financial concerns other than banks.
Nore. Excludes direct investment income receipts and payments.
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also decreased substantially, to $163.4 billion in 2001
from $184.5 billion in 2000, the first annual decrease
since 1993 (table N, chart 12). Interest paid on banks’
and nonbanks’ liabilities decreased $28.0 billion as a
result of a 200-basis-point decline in average interest
rates. The decrease was partly offset by a $4.7 billion
increase In interest paid on bonds, as an increase in
foreign holdings more than offset a decline in average
yields. Dividends paid on stocks increased $2.2 billion,
as an increase in average yields more than offset a de-
cline in foreign holdings.

This year, for the first time since 1991, “other” pri-
vate pavments exceeded “other” private receipts. The
declines in both receipts and payments were sizable,
but the decline in receipts was twice as large as the de-
cline in payments.

U.S. Government income payments decreased to
$104.3 billion in 2001 from $107.7 billion in 2000 (ta-
ble O). Although foreigners were net purchasers of
Treasury securities in 2001 for the first time in 3 years,
most net purchases were in the fourth quarter, so there
was little impact on interest payments for the year.
Yields declined an average of 150 basis points for
short-term Treasury bills and 125 basis points for long-
term Treasury bonds.

Unilateral current transfers

Net unilateral current transfers were outflows of $50.5
billion in 2001, $3.6 billion less than in 2000. U.S. Gov-
ernment grants more than accounted for the decrease,
largely because grant funds that are often disbursed
annually to Israel and Egypt under the debt credit
waiver program and under economic assistance pro-
grams in the fourth quarter were not appropriated and
disbursed until the first quarter of 2002 (table O).
Grants were disbursed late in 2001 to Pakistan to sup-
port the conflict in Afghanistan. Private remittances
and other transfers increased, mainly because of an in-
crease in institutional remittances and net taxes paid to
foreigners.

Capital Account
Capital account transactions were net inflows of $0.7
billion in 2001, virtually unchanged from 2000.

Financial Account

Net recorded financial inflows-—net acquisitions by
foreign residents of assets in the United States less net
acquisitions by U.S. residents of assets abroad—were
$455.9 billion in 2001, compared with $443.3 billion in
2000. Financial outflows for U.S.-owned assets abroad
decreased more than financial inflows for foreign-
owned assets in the United States (chart 13).
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U.S.-owned assets abroad

U.S.-owned assets abroad increased $439.6 billion in
2001, compared with an increase of $581.0 billion in
2000. Outflows for U.S. claims on foreigners reported
by U.S. banks and nonbanks slowed, and net U.S. pur-
chases of foreign securities slowed.

U.S. official reserve assets. U.S. official reserve as-
sets increased $4.9 billion in 2001, following an in-
crease of $0.3 billion in 2000 (table C). The increase in
2001 included a $3.6 billion increase in the U.S. reserve
position at the International Monetary Fund (IMF) as
a result of sizable credits extended by the IMF to Tur-
key, Argentina, and Brazil, as these countries at-
tempted to maintain economic stability, that were only
partly offset by repayments of credits to the IMF by
Russia and Korea.

Claims reported by banks and by nonbanks. U.S.
claims on foreigners reported by U.S. banks increased
$104.3 billion in 2001, following an increase of $138.5
billion in 2000 (tables P and Q).

Banks’ own claims payable in dollars increased
$94.7 billion in 2001, following an increase of $118.7
billion in 2000. In the first quarter, interbank lending
was especially strong to Western Europe, where the
modest stowdown in economic growth had little im-
pact on the demand for bank credit. Lending by U.S.
brokers and dealers in the form of resale agreements
with international mutual funds was also strong. Lend-
ing in the second and third quarters was sharply lower,
partly reflecting the continued slowdown in foreign
economic activity, a further dropoff in merger and ac-
quisition activity, and a pullback in the syndicated loan
market. Lending by U.S. securities brokers and dealers
was also reduced, as activity in foreign financial mar-
kets slowed. Decreases in lending by banks also re-
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flected an effort by U.S. banks to reduce their
international exposure and to improve their loan qual-
ity in a period of slowing global economic growth and
rising loan defaults. The increase in lending in the
fourth quarter apparently reflected a temporary need
for funds by overseas offices despite continued global
economic weakness.

Banks’ domestic customers’ claims payable in dol-
lars decreased $9.2 billion, following an increase of
$27.2 billion, largely as the result of a sizable reduction
in foreign commercial paper outstanding in the United
States. Throughout 2001, slowing global economic ac-
tivity, as well as ratings downgrades and higher risk
premiums, significantly reduced foreign new issues in
the U.S. commercial paper market.

Banks’ own claims payable in foreign currencies in-
creased $26.0 billion, following a decrease of $7.1 bil-
lion; most of the increase in 2001 occurred in the first
half of the year.

Nonbanks’ claims on unaffiliated foreigners in-
creased $76.1 billion, following an increase of $163.8
billion. The slowdown was largely attributable to
sharply lower deposit flows to Caribbean banking cen-
ters (table P).

Foreign securities. Net U.S. purchases of foreign
securities slowed to $97.7 billion in 2001, compared
with $124.9 billion in 2000 (table P).

Net U.S. purchases of foreign stocks were $110.2 bil-
lion in 2001, up from $99.7 billion in 2000, but below
the record of $114.4 billion in 1999. Stock swaps re-
sulting from cross-border mergers and acquisitions ac-
counted for a much smaller portion of activity in 2001
than in 2000. Stock swaps declined to $42.9 billion in
2001, with 79 percent of the activity occurring in the
second quarter, from $81.1 billion in 2000.

Table 0. Selected U.S. Government Transactions
[Millions of dollars]

2001
(Credits +; debits ~) 1999 2000 20017
| I L [\
U.S. Government grants ~13,774 ~16,821 -11,334 -2,419 —2,508 -2,877 -3,530
U.S. Government forgiveness of foreign debt...........coovevvvcerrererereernenne -69 -29 =25 -8 -4 -1 -2
U.S. Government credits and other long-term as -6,175 -5,177 ~4,450 -1,094 -1,330 -1,011 -1,015
For debt rescheduling -1,868 -1,687 -656 -233 -28 =51 -344
Other disbursements -4,307 -3,490 -3,794 -861 -1,302 -959 ~672
Repayments of US Government credits and other long-term assets....... 9,560 4,257 3,801 1,015 570 1,062 1,154
From debt rescheduling 1,800 M4 440 171 19 48 202
From debt forgiveness. 40 20 13 4 2 5 2
Other repayments 7,720 3,495 3,349 840 549 1,010 950
U.S. Government foreign currency holdings and shori-term assets, net -634 -24 76 100 26 -30 32
From debt rescheduling 48 303 103 LT [N 3 42
From debt forgiveness. 11 ('g 4 I
Other -693 -32 =31 42 -26 -37 -10
U.S. Government receipts of income 3,197 3,845 3,516 980 718 924 894
From debt rescheduling 20 643 113 4 8 1 100
From debt forgiveness. 18 9 8 4 1 2 1
Other receipts 3,159 3,193 3,394 972 708 920 793
U.S. Government payments of income -95,131 -107,672 -104,313 -26,991 ~26,380 ~25,892 -25,050
* Revised.
» Preliminary.

* Less than '$500,000 (£).
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In nonmerger-related transactions, net U.S. pur-
chases of foreign stocks increased to $67.3 billion in
2001 from $18.6 billion in 2000. Most net purchases
were concentrated in the first half of the year, before
the severity of the global economic downturn became
evident and before U.S. investors reduced their pur-
chases of foreign stocks following the attacks of Sep-
tember 11th. Net purchases in the second half of the
year were about two-fifths of those in the first half. On
average, world stock prices, stated in local currency
terms, declined 15 percent in 2001: Prices declined 18
percent in Europe, 20 percent in Japan, and 2 percent
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in the Far East excluding Japan; they increased 1 per-
cent in Latin America (chart 14). Trading activity in
foreign stocks (that is, gross purchases plus gross sales)
decreased 21 percent in 2001, following an increase of
50 percent in 2000.

Transactions in foreign bonds were net U.S. sales of
$12.5 billion in 2001, a shift from net U.S. purchases of
$25.2 billion in 2000. Net sales of outstanding bonds
increased to $18.1 billion from $8.2 billion. Foreign
new bond issues in the United States declined to $39.1
billion from $54.3 billion, despite favorable borrowing
conditions and substantially lower long-term interest
rates for investment-grade borrowers. Many potential
sovereign and corporate borrowers from emerging
countries with less than investment-grade credit rat-
ings encountered higher interest rates (chart 15). For
the year, corporate borrowers accounted for 60 percent
of new issues, and sovereign borrowers, for 36 percent.
More than two-thirds of the new issues were by Asian
and Latin American issuers. Trading activity in foreign
bonds increased 20 percent in 2001, the same as in
2000.

Direct investment. Net financial outflows for U.S.
direct investment abroad were $156.0 billion in 2001,
up from $152.4 billion in 2000 (table M). Net inter-
company debt outflows increased sharply, and net eq-
uity capital outflows increased a small amount, but
these increases were nearly offset by a decrease in rein-
vested earnings.

Net intercompany debt outflows increased to $19.4
billion in 2001, just under the level of outflows in 1998
and 1999, from $2.8 billion in 2000. Net equity capital
outflows were $52.4 billion, about the same level of
outflows in 2000 and not far below the level of out-
flows in 1999. Large acquisitions completed in 2001
were those of a large financial services provider in
Mexico, several natural gas firms in Canada, an elec-
tronics manufacturing affiliate in Asia, a publishing
group in the United Kingdom, and pharmaceutical af-
filiates throughout Europe, Japan, and Canada. Rein-
vested earnings fell to $84.3 billion from $99.7 billion,
as a result of lower earnings.

Foreign-owned assets in the United States

Net foreign-owned assets in the United States in-
creased $895.5 billion in 2001, compared with an in-
crease of $1,024.2 billion in 2000. The slowdown was
more than accounted for by reduced inflows for for-
eign direct investment in the United States and by a re-
duction in inflows for U.S. liabilities reported by U.S.
nonbanking concerns. In contrast, net foreign pur-
chases of U.S. securities other than U.S. Treasury secu-
rities edged up to a record.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



April 2002

Foreign official assets. Foreign official assets in the
United States increased $6.1 billion in 2001, comipared
with an increase of $37.6 billion in 2000 (table C). In
2001, assets of industrial countries decreased, assets of
developing countries increased, and assets of OPEC
members decreased.

Liabilities reported by banks and by nonbanks.
U.S. liabilities reported by U.S. banks, excluding U.S.
Treasury securities, increased $95.2 billion in 2001, fol-
lowing an increase of $88.0 billion in 2000 (tables P
and Q).

Banks’ own liabilities payable in dollars increased
$73.1 billion in 2001, following an $88.1 billion in-
crease in 2000. Interbank borrowing decreased in the
first three quarters of 2001, reflecting a cutback in in-
ternational lending and borrowing by U.S. banks that
resulted from the slowdown in global economic
growth, the sizable dropoff in mergers and acquisi-
tions, and the availability of adequate liquidity from
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U.S. sources. The injection of an unusually large vol-
ume of liquidity by U.S. monetary authorities after

September 11th may have prompted a further pullback

from international borrowing until the end of the
month. Exceptionally large inflows in the fourth quar-
ter, largely to U.S.-owned banks, reflected demands for
liquidity associated with lending to corporations,
many of which no longer had access to the commercial
paper market; the need to finance a surge in real estate
loans; and the desire to strengthen bank balance sheets
in the face of deteriorating loan quality through pur-
chases of U.S. Government securities. Some funds may
have been used to provide liquidity to a few large cor-
porations involved in bankruptcy settlements.

Nonbanking concerns’ liabilities to unaffiliated for-
eigners increased $98.2 billion, following an increase of
$177.0 billion. Reduced inflows from the United King-
dom and from Caribbean banking centers partly ac-
counted for the slowdown (table P).

Table P. Private Financial Flows, Net
[Billions of doltars]

, 2001
Claims (increase/financial outflow (-)); liabilities (increase/financial inflow (+)) 1999 2000 20017 l " m v
14 4
Private financial fiows, net 321.6 406.9 455.3 98.6 177.6 269 152.2
Bank-reported capital, net! =220 -50.5 ~9.1 -102.9 44.2 -0.2 49.8
U.S. claims -76.3 -138.5 -104.3 -109.8 -0. 59.1 -53.6
U.S. liabilities! 54.2 88.0 95.2 6.9 443 -59.4 1034
Securities, net 192.3 307.9 416.6 1179 80.7 83.9 134.1
Net U.S. purchases of foreign securities ~131.2 ~-124.9 -97.7 =316 -51.1 10.6 -25.5
Stocks -1144 -99.7 -110.2 -27.3 -56.1 91 -18.7
Bonds. -16.8 -256.2 12.5 4.3 4.0 19.7 6.9
Net foreign purchases of U.S. securities 3235 4329 514.2 1495 1318 733 159.6
U.S. Treasury securities -20.5 -52.8 15.8 0.7 -8.7 -95 333
Other than U.S. Treasury securities 344.0 485.6 4984 1488 140.5 828 126.3
Stocks 1130 192.7 1272 411 406 124 331
Bonds. 2310 292.9 371.2 107.7 99.9 70.3 93.3
U.S. currency flows, net 224 1.1 23.8 23 2.8 8.2 105
Direct investment, net 145.6 135.2 19 1.7 243 -20.6 -135
U.S. direct investment abroad -155.4 -152.4 -156.0 411 -41.2 ~43.2 ~304
Foreign direct investment in the United States 3010 287.7 157.9 52.8 65.6 22.6 17.0
Nonbank-reported capital, net -16.6 13.2 222 69.6 256 -~44.3 -28.8
U.S. claims -85.7 -163.8 ~76.1 -61.0 22.2 -40.4 31
U.S. liabilities. 69.1 177.0 98.2 130.6 34 -39 -318
rRevised.
» Preliminary.
1. Liabitities exclude U.S. Treasury securities.
Table Q. U.S. Bank-Reported Claims and Liabilities by Type
[Billions of dollars)
2001
1999 2000 2001»
) il lir v
Claims on foreigners reparted by U.S. banks (increase/financial outflow (-)) .... -76.3 -138.5 -104.3 ~109.8 -0.1 59.1 -53.6
Banks’ claims for own accounts, payable in dolfars: ]
Own foreign offices ~45.1 -1004 -63.7 -47.0 -15.1 284 -29.9
Unaffiliated banks 9.0 -24 7.8 -109 10.3 0.7 6.5
Public borrowers and other foreigners -22.0 ~-15.9 =232 ~254 ~5.1 6.1 13
Banks' ¢laims for domestic customers’ accounts, payable in doifars -32.0 -27.2 9.2 -124 204 13.6 -12.8
Claims payable in foreign currencies 138 74 -188 -143 -10.6 11.8 -57
Liabilities 1o foreigners reported by U.S. banks (excluding U.S.Treasury
securities) (increase/financial inflow (+)) ! 54.2 83.0 95.2 6.9 4.3 -59.4 103.4
Banks’ fiabilities for own accounts, payable in dollars:
Own foreign offices 463 51.3 64.3 205 99 ~232 98.1
Unaffiliated banks . 6.1 19.2 -13.3 15.1 -6.0 -6.0 -16.4
Other private foreigners and international financial institutions....................l... 16.8 17.5 221 5.3 12.8 -106 146
Banks’ custody liabilities, payable in dollars -5 6.9 135 -105 17.9 -0.3 6.3
Liabilities payable in foreign currencies -35 7.1 8.6 175 9.6 ~19.2 0.8
* Revised.
? Preliminary.

1. Excludes liabilities to foreign official agencies.
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U.S. Treasury securities. Net foreign purchases of
U.S. Treasury securities were $15.8 billion in 2001, fol-
lowing net foreign sales of $52.8 billion in 2000 and
$20.5 billion in 1999 (table P). The increase in 2001
occurred in the fourth quarter, as investors sought a
high degree of liquidity and safety in an uncertain en-
vironment. In 1999 and 2000, foreigners had been net
sellers of U.S. Treasury securities, partly as the supply
of Treasury securities declined as debt was repaid and
partly as investors participated in U.S. equity markets
and sought the higher yields available on agency and
corporate bonds.

Other U.S. securities. Net foreign purchases of U.S.
securities other than Treasury securities were a record
$498.4 billion, surpassing the previous record of
$485.6 billion in 2000 (table P).

Net foreign purchases of U.S. stocks were $127.2 bil-
lion in 2001, down from a record $192.7 billion in
2000. In 2001, the sizable decline in corporate profits
that accompanied the U.S. economic slowdown and
uncertainty about when an upturn might occur led to
the first back-to-back annual losses in the stock market
since 1974. The S&P 500 stock index lost 13 percent af-
ter a 10-percent loss in 2000, the DJIA lost 7 percent
after a 6-percent loss, and the NASDAQ lost 21 percent
after a 39-percent loss. Net purchases from Western
Europe were $86.8 billion, down from $181.3 billion.
Net purchases from the United Kingdom were $37.4
billion, down from $71.8 billion. Partly offsetting were
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increases in net purchases from Canada, to $11.4 bil-
lion from $7.7 billion, and in net purchases from Ja-
pan, to $7.8 billion from $2.0 billion, and a shift from
Caribbean offshore investment funds to net purchases
of $1.4 billion from net sales of $17.0 billion. Trading
activity in U.S. stocks (that is, gross purchases plus
gross sales) decreased 15 percent in 2001, following an
increase of 54 percent in 2000.

Net foreign purchases of U.S. bonds were a record
$371.2 billion, surpassing the previous record of
$292.9 billion in 2000. Increased foreign demand for
U.S. bonds was bolstered by setbacks in the equity
markets worldwide, amid heightened uncertainty
about the extent of the global economic slowdown.
The reduced supply of U.S. Treasury bonds and the
elimination of new issues of the 30-year bond in the
fourth quarter lent additional support to the demand
for U.S. corporate and agency bonds. Except for the
third quarter of 2001 when the markets were disrupted
by the attacks of September 11th, inflows into bonds in
each quarter of 2001 exceeded inflows in each quarter
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U.S. Treasury securities. Net foreign purchases of
U.S. Treasury securities were $15.8 billion in 2001, fol-
lowing net foreign sales of $52.8 billion in 2000 and
$20.5 billion in 1999 (table P). The increase in 2001
occurred in the fourth quarter, as investors sought a
high degree of liquidity and safety in an uncertain en-
vironment. In 1999 and 2000, foreigners had been net
sellers of U.S. Treasury securities, partly as the supply
of Treasury securities declined as debt was repaid and
partly as investors participated in U.S. equity markets
and sought the higher yields available on agency and
corporate bonds.

Other U.S. securities. Net foreign purchases of U.S.
securities other than Treasury securities were a record
$498.4 billion, surpassing the previous record of
$485.6 billion in 2000 (table P).

Net foreign purchases of U.S. stocks were $127.2 bil-
lion in 2001, down from a record $192.7 billion in
2000. In 2001, the sizable decline in corporate profits
that accompanied the U.S. economic slowdown and
uncertainty about when an upturn might occur led to
the first back-to-back annual losses in the stock market
since 1974. The S&P 500 stock index lost 13 percent af-
ter a 10-percent loss in 2000, the DJIA lost 7 percent
after a 6-percent loss, and the NASDAQ lost 21 percent
after a 39-percent loss. Net purchases from Western
Europe were $86.8 billion, down from $181.3 billion.
Net purchases from the United Kingdom were $37.4
billion, down from $71.8 billion. Partly offsetting were
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Increases in net purchases from Canada, to $11.4 bil-
lion from $7.7 billion, and in net purchases from Ja-
pan, to $7.8 billion from $2.0 billion, and a shift from
Caribbean offshore investment funds to net purchases
of $1.4 billion from net sales of $17.0 billion. Trading
activity in U.S. stocks (that is, gross purchases plus
gross sales) decreased 15 percent in 2001, following an
increase of 54 percent in 2000.

Net foreign purchases of U.S. bonds were a record
$371.2 billion, surpassing the previous record of
$292.9 billion in 2000. Increased foreign demand for
U.S. bonds was bolstered by setbacks in the equity
markets worldwide, amid heightened uncertainty
about the extent of the global economic slowdown.
The reduced supply of U.S. Treasury bonds and the
elimination of new issues of the 30-year bond in the
fourth quarter lent additional support to the demand
for U.S. corporate and agency bonds. Except for the
third quarter of 2001 when the markets were disrupted
by the attacks of September 11th, inflows into bonds in
each quarter of 2001 exceeded inflows in each quarter

CHART 15

U.S. Bond Yields and Spreads

BOND YIELDS

High-yield U.S. corporate bonds —m-

"""""""""" .

U.S. agency securities  U.S. Treasury securities /

0 L

16 -

BOND SPREADS OVER U.S. TREASURY SECURITIES
14
12

10

[«2}

High-yield U.S. corporate bonds \

Llnvestmem-grade U.S. corporate bonds

1999

0 1908

Source: Merrili Lynch,
U.S. Bureau of Economic Analysis



Digitized for FRASER

April 2002

of 2000. Although U.S. bond yields declined 100 basis
points over the year, they remained above many for-
eign yields. Total returns on U.S. bonds averaged 8.3
percent in 2001, compared with 6.2 percent on euro-
area bonds, 4.7 percent on British bonds, and 3.6 per-
cent on Japanese bonds. Trading activity in U.S. bonds
was up 71 percent, following an increase of 42 percent
in 2000.

New international bond issues by U.S. borrowers
were a record $112.1 billion in 2001, up from the pre-
vious record of $109.2 billion in 2000 (table R). On the
supply side of the market, many prominent corporate
issuers took advantage of sharply falling interest rates
to raise new funds or to refinance existing debt. U.S.
agency issuers, such as Fannie Mae and Freddie Mac,
stepped up their volume of new issues to meet in-
creased levels of mortgage refinancing. On the demand
side of the market, international bond investors were
attracted to quality corporate and agency issues that
provided better returns and more safety than equities. *

Straight fixed rate issues continued to dominate the
market, while floating rate issues decreased. U.S. dollar
issues continued to dominate the market, although
euro-denominated issues gained market share (table
R).

U.S. currency flows. Net U.S. currency shipments
to foreigners were $23.8 billion in 2001, up from $1.1
billion in 2000. Shipments were mostly to Argentina,
in response to economic crisis and fears of devaluation
in the last half of the year, and to Russia. Some ship-
ments may have flowed to Turkey through other Euro-
pean countries. Flows in 2001 returned to more typical
levels from unusual levels in 1999-2000 that were asso-
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Data Availability

Interactive access to the estimates that are presented in
tables 1-10a of the U.S. international transactions
accounts is available on BEAs Web site at
<www.bea.gov>. You may view the most recent quar-
terly (annual for table 10a) estimates for an entire
table with a single mouse click, or you may select the
time period, frequency, and line(s) that you wish to
view. The estimates are available as an HTML table or
as comma-separated values that can be downloaded
and imported into a spreadsheet or database.

The current and historical estimates presented in
tables 1-10a are also available as compressed files on
BEA’s Web site; click on “Catalog of Products,” and
look under “International Accounts Products,” “Bal-
ance of Payments.”

The estimates are also available from BEA on the fol-
lowing diskettes:

U.S. International Transactions. The most recently
released annual and quarterly estimates are available
as a l-year subscription (four installments)—product
number IDS-0001, price $80.00. The subscription
also includes the diskette of the historical series esti-
mates (see below).

U.S. International Transactions, Fourth Quarter
2001. Annual estimates for 2000-2001 and quarterly
estimates for 2000:1-2001:IV on a single diskette-
product number IDN-0294, price $20.00.

U.S. International Transactions, Historical Series.
All the available historical annual and quarterly esti-
mates on a single diskette-product number IDN-
0282, price $20.00.

To order, call the BEA Order Desk at 1-800-704—
0415 (outside the United States, call 202—-606-9666).

Table R. New International Bond Issues by U.S. Borrowers
[Miliions of dollars)

2001
1999 2000 2001°
1 ] 1] e
Total 65,847 109,201 112,121 35,129 34,138 19,704 23,150
By issuer:
Industrial corporations 7,124 17,999 19,485 4,216 5,853 4,227 5,189
Banking corporations * 5,338 6,153 4,255 782 1,309 1,918 246
Nonbank financial corporations 2 26,432 33,961 37,011 12,044 10,255 6,455 8,257
U.S. federally sponsored agencies 24,004 44,236 49,008 17,435 16,130 6,519 8,924
All other borrowers 2,949 6,851 2,362 652 591 585 534
By instrument:
Straight fixed-rate bonds 57,620 92,866 103,432 33,584 32,849 17,917 19,082
Floating-rate notes 7,764 14,699 8,542 1,443 1,289 1,787 4,023
Zero-coupon bonds 128 49
Bonds convertible into stock mn 1,389 147 102 45
Other debt instruments 224 199
By currency:
U.S. dollars 42,125 62,048 68,425 19,780 21,306 13,489 13,850
Foreign currencies 23,722 47,153 43,696 15,349 12,832 6,215 9,300
Japanese yen 3,200 11,130 5113 192 3,125 1,590 206
Swiss franc 2,082 2,099 1,478 629 649 99 101
German mark
British pound 3,852 6,508 5,434 1,977 1,370 225 1,862
Euro 13,658 26,422 30,889 12,441 7,609 4,005 6,834
Canadian dollar 28 148
Other currencies 902 846 782 110 79 296 297
» Preliminar

1. Includes Kanks and bank holding companies,
2. Principally credit, securities, brokerage, and insurance companies.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



54 U.S. International Transactions April 2002

Table S. Selected U.S. Transactions With OPEC Members
[Millions of dotiars]

(Credits +; debits ~) 1987 1988 | 1989 | 1990 | 19917 | 19927 | 1993 | 1994~ | 1995 | 1996 | 1997 | 1998+ | 1999’ | 2000 | 2001~
Exports of goods and services and income receipts:
Goods, balance of payments basis .............curverneees 10,714 13,777 13,189 13,141} 18,105| 20,666 18,319} 16,297 17,405} 19,2241 23,696{ 22,933} 18317} 17,625 19,521

Transfers under U.S. military agency sales contracts | 2,781 14300 1309{ 2687( 3809| 44541 3675 2936| 4471) 5638] 4,039 5179 4,046 3541 2,198
77 Ul 94 149 161 7 5 312 331 334

Royalties and license fees *.......... 103 220 35 394 253 263 297
Other private services ! 1,939| 1516 1,541| 1,423! 1898( 2546| 2210 2,080| 2,187, 30181 3117| 3542| 4271| 4137| 4247
U.S. Government misceilaneous services. 25 18 16 20 16 22 13 14 17 11 8 8 9 8 8

Income receipts on U.S.-owned assets abroad:
Direct investment receipt 1965| 1,875F 1,835{ 2,854{ 32931 3224| 2745) 2701| 3966| 42201 4,073| 2682| 338) 5030 4,004
Other private receipts 1680 1941 2435} 2326 1441] 1,202 1045] 14700 1456 1371 1697| 1,846 1952| 2188 1307
U.S. Government receipts .... 167 215 154 261 217 187 141 122 192 268 263 238 266 448 295

Imports of goods and services and income payments:

Goods, balance of payments basis .. . {-24,416 | ~23,016 { -30,720 | -38,399 | -33,430 | -33,718 | -32,648 | -31,674 | -34,265 | 42,676 | -43,996 | 33,673 | ~41,952 { -66,996 | -59,818

Direct defense expenditures -370 -377| -614| -1,419| -784| -883| -455| 360 -335| -545| -944| -1,754| -1,815| -1568 | —~1,408

Royalties and license fees ! -6 -1 * ~1 -1 -37 -7 -2 -8 -8 -1 =30

QOther private services * 25 -259| -2451 -3 -461 -388| -340| 405 -456 |1 -628| 5881 -613| -546 -381 -351

U.S. Government misceilaneous Services................. ~-118 -96{ -104 -96 =87 —47 ~26 -39 -34 =31 -29 -28 =29 -28 -28

Income payments on foreign-owned assets in the
United States:

Direct investment payments =50 -98 -93 182 -§2 49 -4 -136 -422 -111 -341 -1,754 -130
Other private payments........ k § -2,798] -2,8921 -2,669| -2,302( -2,176 | -1,964 | -2,955| -2,799] -3,105| -3,173 | —2,930| -3,873| -2,933
U.S. Government payments -2586 ) 2,141 2,758 -3,241 -2,764 | -2,524] 2,160} ~1,747 | -2,179| -2430} -3,751| -3,804 | -3,784 | 4,272 4,139

U.S. Government grants -84 -97 -94 3,3gg 27453 1,018f -197| -204| -195| -152 -55 -54| -108| -146( -109

U.S. Government pensions and other current transfers =25 -20 5 -305 -32 -27 -28 -25 -93 —57 -40 -26 -23 =21
U.S.-owned assets abroad, net (increase/capital
outflow (-)) -571 ~782| -1,875| 1,847| -577]-12,162] -513| -3,107 1431 -7,078 | -8,974 | -12,558 9221 2,355 244
U.S. Government assets, other than official reserve
assets, net 141. -59 1351 -253) -788| -529 191 4221 -901 -458 12 -10] 317 -217| -567
U.S. credits and other long-term assets.... -165 ~396 =212 —647 246 =277 -85 -234 -925 -912 412 ~166 =504 -566 -999
Repayments on U.S. credits and other lon
assets 308 344 343 481 397 279 224 177 215 290 420 154 210 366 440
U.S. foreign currency holdings and U.S. short-
term assets, net -2 -7 4 -87| -939| -B31 -120] -365| -191 164 4 2 -23 17 -8
U.S. private assets, net -72{ -723] -2,010] 2,100 211]|-11,633| -532| -2685| 1,044| -6,620| -8,9861-12,5481 1239 2572 811
Direct investment 641 1,133 535} -1,277} 2,706 ~1,465] -1,597| -3,575| -2,379| -2,884 | -2411] -4,323 | -3,421| -3,438| ~3,220
Foreign securities 58| -365 9| -2,815 -17 337{ -679) -2,077| -675| -2,882| -3,997| -677 22 1633 2,067

U.S. claims on unaffiliated foreigners reported by
U.S. nonbanking CONCEIMS .........cveweerermsrresusees 81 41 100 13 224 ~44| -306| -146 -25| -478| -336 369 -534 569 137

U.S. claims reported by U.S. banks, not included
Isewhere -787 | -1,532| -2,741| 6,179 3,158|-10461| 2050 3,113 4123] -376| -2,242} -7917{ 5172 3,808| 1827

Foreign-owned assets in the United States, net
(increase/capital inflow(+)) -5,371 -7281 15282 3,320 -4,416| 14,529| -8,904] 14007 5396| 18,3811 17,9941-11,245] 9,998 | 32,582 912

Of which: foreign official .. -99391 -2,885| 10,724 1,555| -5,235| 5.626| -3,850| -1,464| 4,061} 14,105 12,700 |-11,401{ 1,621} 11,582} -1,851

U.S. Treasury securities ... -53981 1688) 7.815| -244( -5902| 4,323| -6,302( -1668; 1,829} 16,159 9,004 [-13,863| 3,246 10,263 | -932
Other U.S. securities -1,8081 -2,591| 3,170 -2676| 1989| 4,186 3322} -820| 1,592 2171 4054| 42841 3,028} 14464 6,183
Other U.S. Government fiabilities ..............coueoveun. -957 177 437 505 151 569 7301 1797 617 -982( -348| -2,241) -1,167 ] -1,190{ 433

U.S. habitities reported by U.S. banks, not
included elsewhere 2405 -1,146| 1.836( 5686| -164| 4,793| -5665| 1,677| 1,059) 1,813 4,094] 2296| 4,662 4,867 -4,151
Direct investment in the United States . 296] 1,629 1503| -662 81 167 -812 251 -140 623 3821 -1,291 402 | 3884 48
U.S. tiabilities to unaffiliated foreigners reported
by U.S. nonbanking CONCEMS........cvvereereerraes 91 -485 521 rall -571 491 -177 163 439 551 808| -430| -173 294 197
All other transactions with OPEC and transfers of funds
between foreign areas, net...

16,335 | 8,684 3422| 15,135|-10,794| 3,866] 19,197 12,207 | 4,853 | 4.222| 6,727 30370( 7,769] 10,807 | 35,897

Memorandum:

Balance on goods -13,702 | -9,239 | -17,531 | -25,258 | 15,325 | 13,052 | -14,329 | -15,377 | -16,860 | ~23,452 | -20,300 | ~10,740 { 23,635 | -49,371 | -40,297
Revised. affiliates’ receipts from foreign parents. . .
» Preliminary. Note. OPEC members are Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, legya, Nigeria, Qatar, Saudi
* Less than $500,000 (+). Arabia, United Arab Emerates, and Venezuela. Excludes Ecuador beginning January 1993 and Gabon in January
1. Begﬂnning in 1982, these fines are presented on a gross basis. The definition of exports is revised to 1995, Individual country information is not available for all accounts; therefore, Some accounts are estimated

exclude U.S. parents’ payments to foreign affiliates and to include U.S. affiliates’ receipts from foreign parents. from regional data.

The definition of imports is revised to include U.S. parents’ payments to foreign affiliates and to exclude U.S.
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ciated with concerns over potential Y2K problems.
~ Foreign direct investment. Net financial inflows
for foreign direct investment in the United States were
$157.9 billion in 2001, down from $287.7 billion in
2000 (table M). Net equity capital inflows were about
half those in 2000, and reinvested earnings shifted to

outflows. Net intercompany debt inflows edged up.
Net equity capital inflows decreased substantially in
2001, to $113.2 billion from $216.7 billion. The de-
crease was part of the worldwide slowdown in merger
and acquisition activity. Among the contributing fac-
tors were weak economic conditions in many of the
countries that have historically been major sources of
direct investment capital flows to the United States—
including France, Germany, the Netherlands, Canada,
and Japan—and weak equity markets that deprived
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companies of the benefit of using high-priced stock to
acquire other firms. In 2000, more than 10 acquisitions
were valued at $4.0 billion or more, and equity inflows
to finance the smaller acquisitions were sizable. In
2001, less than half a dozen acquisitions were valued at
$4.0 billion or more, and equity inflows used to fi-
nance the smaller acquisitions were greatly reduced.
The largest acquisitions in 2001 were in telecommuni-
cations, commercial lending, offshore drilling, bank-
ing, publishing, and electronic security. Reinvested
earnings shifted to a negative $4.6 billion from a posi-
tive $23.7 billion, as current-period distributions ex-
ceeded current-period earnings. Net intercompany
debt inflows increased to $49.3 billion from $47.3 bil-
lion.
Tables 1 through 10 follow.
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Table 1. U.S. International Transactions

[Millions of dollars)
Not seasonally adjusted Seasonally adjusted
Line (Credits +, debits ~) ! 2000 2001 » 2001 2001
| [l m- Ve I I ik [\
Current account
1 {Exports of goods and services and income receipts. ..| 1,418,568( 1,298,397] 351,834| 336,703] 309,982 208,878] 354,158 335,722| 312,333| 296,191
2] Exports of goods and services 1,085,702 1,004,589 265614| 259,747| 240,983| 238245) 268,614| 258,833 243,143 234,000
3 Goods, balance of payments basis 2 772,210 720,831 193,701 188,064 167,668| 171,3981 194,542} 185464| 173.419] 167406
4 Services * 293,492| 283,758 71,913 71,683 73,315 66,847 74,072 73,369 69,724 66,594
5 Transfers under U.S. military agency sales contracts *............... 14,060 12,813 3,380 3,362 3,048 3,023 3,380 3,362 3,048 3,023
[ Travel 82,042 72,295 18,170 20,155 20,105 13,865 20,711 19,835 17,337 14,412
7 Passenger fares 20,745 17,734 4,648 4,850 4,894 3,342 5,006 4,933 4,352 3,443
8 Other transportation 30,185 28,292 7,085 7,108 7415 6,684 7415 7,113 7,055 6,709
9 Royalties and license fees ® 38,030 38,875 9,304 9475 9,503 10,593 9,564 9,759 9,683 9,870
10 Other private services 107,568| 112,892 29,099 26,532 28,136 29,125 27,769 28,166 28,035 28,922
11 U.S. Government miscellaneous SBFVICES .......vcermereeeeenccrinrecee 862 857 227 201 214 215 227 201 214 215
12|  Income receipts 352,8661 293,808 86,220 76,956 68,999 61,633 85,544 76,889 69,190 62,191
13 Income receipts on U.S.-owned assets abroad....................eunenn. 350,525§ 291,342 85,606 76,337 68,374 61,025 84,930 76,270 68,565 61,583
14 Direct investment receip 149,240 132,651 37,706 34,452 30,730 29,763 37,096 34,311 31,008 30,241
15 Other private receipt: 197,440 155,175 46,920 41,167 36,720 30,368 46,920 41,167 36,720 30,368
16 U.s. Govemment receipts 3,845 3516 980 718 924 894 914 792 837 974
17 Comp n of employee: 2,31 2,466 614 619 625 608 614 619 625 608
18 jlmports of gonds and services and income payments... .. |-1,809,099 |-1,665,325| -440,072) -433,043| -405,035| -387,175| -454,461] -431,524| -398,195( -381,150
191 Imports of goods and services -1,441,441| -1,352,399| -350,031| -350,658| -~328,277| -323,433] -363,926] -349,668| -321,593| -317,215
20 Goods, balance of payments basis 2 -1,224417[-1,147 446) -207,588| -291,752| -282,416| -275690| -307,163| -293,2221 -278,960| ~268,101
21 Services 2, -217,0241 -204953] 52,443 -58906f -45861| -47,743| -56,763| -56446| -42,633| -49,114
22 Direct defense expenditures -13,5601 -14,775 -3,567 -3,513 -3,685 -4,010 ~3,567 -3,513 -3,685 -4,010
23 Travel 64,5371 58921 -13,675 -18311! -16806{ -10, 129 -162471 -16231] -14472| -11,971
24 Passenger fares 24,197 23,407 -5,434 -6,988 -6,890 -4,09 ~6,001 -6,493 6,240 ~4,673
25 Other transportation -41058 -38230] 10100 -9,645 -9,519 -8, 966 -10,501 -9689| -9,159| 8,884
26 Royalties and license fees -16,106} -16,399 —4,070 4,099 4,024 ~4,206 4,161 -4,159 4177 -3,903
27 Otier private services 5 -54,687| -50,289] -14,859] 15,624 -4201| -15605| -15548{ -15,635 —4,164| -14,941
28 U.S. Government miscell services -2,879 ~2,932 738 728 -736 =732 -738 ~726 -736 732
29{ Incomep 1 -367,658] -312926] -90,041| -~82,385] -~76,758| 63742} -90,535| -81856| -76,602| -63,935
30 tncome payments on torelgn “owned assets in the United States.... | -360.146| -305.096] 88,201 -80,5321 -74,736( -61. 627 -88,569| -79,907| -74,660] -61,961
3 Direct paynm -68.009] -37.4301 -14.030| ~11.485 -9,110 2,805 -14398| -10,860] -9,034] ~3,139
32 Other private payment: -184.465| -163353| -47.180| —42:667| -39.734( 33772 -47.180| —42:667| -39734| ~33772
33 U.S. Government payments -107.672{ -104313] -26.991| -26:380| -25:802 -25.050{ -26:991| -26.380| -25.892| -25.050
34 Compensation of emp ~7,512 -7.830 -1,840 -1,853 -2,022 2,115 ~1,966 -1,9491 19421 -1974
35 |Unilateral current lransfers, net -54,136| -50,501| -12,030| -11,503{ -12,444] -14,524| -11,826| -12,130) -12,669| -13,876

36( U.S. Government grants ¢ -16,821] -11,334 2,419 -2,508 -2,877 ~35301 -2419| -2508 2877 -3530
37| U.S. Government pensions and other transfers .. -4,705 -5,804 -1,167 -934 -1,027 2,676 ~1,316 -1,292 -1,306 -1,892
38| Private remittances and other transfers -32,610| -33.363 -8,444 -8,061 ~8,540 -8,318 -8,091 -8,330 -8,486 -8,454

Caphtal and financial account

Capital account
39|Capital account transactions, net 705 726 173 177 182 194 173 177 182 194
Financial account
40 |U.S.-owned assets abroad, net (increase/financial outftow (-))......... -580,952( ~439,563] -246,201 ~74,264) -18,741| -100,357| -243,302} -72,357| -17,443| -106,460
2; U‘% o(flﬁcial reserve assets, net -290 -4,911 190 -1,343 ~3,659 -199 190 -1,343 -3,559 -199
43 Special drawing rights 722 -630 -189 ~156 -145 -140 -189 156 ~-145 -140
44 Reserve posmon in the International Monetary Fund...................... 2,308 ~3,600 574 -1 015 -3,242 83 574 ~-1,015 -3,242 83
45 Foreign currencies -1,876 ~681 -195 -172 -172 -142 -195 ~172 =172 -142
46| U.S. Government assets, other than official reserve assets, net .. -944 ~573 21 ~786 21 171 21 -786 21 171
47 U.S. credits and other 10NQ-18IM SSELS w.vvcevvnnrrevrrerernens 5,177 ~4,450 -1,094 ~1,330 ~1,011 ~1,015 -10904} -1330f -1,011] -1,015
48 Regarments on U.S. credits and other long-term assets 4,257 3,801 1,015 570 1,062 1,154 1,015 570 1,062 1,154
49 oreign currency holdings and U.S. short-term assets, 24 7% 100 -26 -30 32 100 -26 -30 32
501 U.S. private assets, net -579,718| -434,079| -246412| -72,135] -15203] -100,329| -243,513 —70 228 -13,905) -106,432
51 Direct i -152437 -156,019] -44,0211 —43,153] -44,522| -24,323| -41,122 -43224| -30426
52 Forengn securities -124935( -97.661| -31,5911 -51,109 10564] -25525| -31,591 —51 109 10,564| -25525
53 S clalms on unaffiliated foreigrers reported by U.S. nonbanking
-163,846 -76,0671 61,011 22,232 -40,361 3073] -61,011 22,2321 -40,361 3,073
54 u. S clalms reported by U.S. banks, not included elsewhere........... -138,500( -104,332| -109,789 -105 59,1161 -53,554( -109,789 =105 59,116] -53,554
55 Foreilgn-owned assels in the United States, net {(increase/financial
inf 1,024,218 895,459 347,052; 227,102 59,402| 261,903 347,006| 226,927 57,718 263,806
56| Foreign official assets in the United States, Net ............occcrevevrecrmen 37,619 6,092 4,808 -20,879 16,877 5,196 48981 -20,879 16,877 5,196
57 . Government securities 30,676 31,680 2,547 -10,851 15,694 24,390 2,547 ~10,851 15,594 24,390
58 Us. Treasury securities ¢ -10,233 10,760 -1,027{ -20,783 15,810 16,760{ -1,027] -20,783 15,810 16,760
59 Other 1 40,909 20,920 3,574 9,932 216 7,630 3574 9,932 -216 630
60 Other U.S. Government liabilities 1! ~1,987 -2,482 -1,246 -926 119 -429 -1,246 ~926 119 —429
61 U.S. liabilities reported by U.S. banks, not included elsewhere....... 5803] -28.825 2,5941  ~10,130 -817] 20,472 25941 -10,130 8171 -20472
62 Other foreign official assets 3,127 5,719 1,003 1,028 1,981 1,707 1,003 1,028 1,981 1,707
63) Other foreign assets in the United States, NEL.........nocieereccrecrnns 986,5991 989,367} 342,154] 247,981 42,525\ 256,707{ 342,108) 247,806 40,841) 258,610
84 Direct investment 287,695| 157,936 52,864 65,729 24,295 15,048 52,818 65,554 22,611 16,951
65 U.S. Treasury securities 52,792 15,779 656 -8,678 —9,459 33,260 656 -8,678 -9,459 33,260
66 U.S. securities other than U.S. Treasury SEEUFItes .........oooewrvcrrnnn. 485,644 498433| 148,809 140512 82,7771 126,335| 148,809 140,512 82,777] 126,335
67 U.S. currency 1,129 23,783 2311 2,772 8,203 10,497 2,311 2,772 8,203 10,497
68 us. liabilities to unaffiliated foreigners reported by U.S.
nonbanking concerns 177,010 98,2221 130,624 3,375 -394 ~31,8361 130,624 3375] 3,941 -31,836
69 U.S. liabilities reported by U.S. banks, not included elsewhere....... 87,953 95214 6,890 44271} 59,350 103,403 6,890 44271 -59,3501 103,403
70 { Statistical discrepancy (sum of above items with sign reversed) 696) -39,193 -756| 45,172 66,654 69,919 8,252| -46,815| 58,074 -568,705
70a] Of which: Seasonal adjustment discrepancy 9,008 -1,643 -8,580 1,214
Memoranda:
71)Balance on goods (fines 3 and 20) 452,207 -426,6151 -103,887] -103,688] -114,748( -104,292] -112,621| -107,758{ -105,5411 -100,695
72 |Balance on services (lines 4 and 21) 76,468 78,805 19,470 12,777 27,454 19,104 17,309 16,923 27,091 17,480
73 [Balance on goods and services (Iines 2 and 19)........cooecmeveerrercrrrsens -375,7391 -347,610] -84,417) -90911| -87,294| -85188) -95312| -90,835| -78,450| -83215
74 |Balance on income (lines 12 and 29) ~147921  -19,118 -3,821 -5,429 -7,759 ~2,109] -499 -4967 -7412] 1,744
75 |Unilateral current transfers, net (line 35) -54.436| -50.501] -12,030| ~11503| -12.444| -14524| -11.826] -12.130| -12.660| -13,876

76 |Balance on current account (lines 1, 18, and 35 or lines 73, 74, and
75y, 4446677 -417429] -100,268| -107,843| -107497! 101,821} -112,128| ~107,932| -98,531] -98,835

See footnotes on page 74.
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Table 2. U.S. Trade in Goods
[Miltions of dollars]
Not seasonally adjusted Seasonaity adjusted
Line 2000 200t ~# 2000 2001 2000 2001
I n v I I ne 2 ] W I\ i I 11K e
A{Balance of payment adjustments to Census trade data:
EXPORTS
1 [Exposts of goods, Census basis including reexports and
ncluding military grant shipments” ............cccoooecvuerneenes 781,918 730,897195,978 (195,675 1 202,459 [ 196,041 198,518 {170,297 {174,041 {193,338 ) 201,460 | 198,678 {196,883 {187,918 [ 176,047 | 170,049
Adjustments:
2| Private gift parcel FEMILANCES ......c.oreceremsccersesorecemsssensrenes 597 542 152 144 160 130 139 135 138 152 144 160 130 139 135
3} Gold exports, ne tary o - RS RSN [ - - - . 1 - SO U,
41 Infand U.S. freight to Canada ............ccooneecrureconcvecmmmsinccrens
51 U.S.-Canadian reconciliation adjustments, n.e. JRVONURS [RPUOURN NPTV INSIOR (RPUROOIY (RPORVOIOTOR INSURPOORN [NPRORROR) SRPTOIOPOI SEVOUURINY PO
6] Exports transferred under U.S. military agency sales
contracts identified in Census documents 3.............cceee -7,882 -7,675| -1,861] -1,690( ~1,934| ~1,764] -1,867] -1,997] -2,047| -1,861] 1,690 1,934 —1,764| -1,867| -1,997| -2,047
7| Other adjustments, net ¢ -2,423 2,933 -571| -6#1| 667 -706] -726Q ~-767| -734 -571) -641| -667| -v06| -726( -767| -734
8 |Equals: Exports of goods, adjusted to balance of payments
basis, excluding “military” {fable 1, line 3)..................... 772,210 720,831)193,698 193,488 | 200,018 {193,701 | 188,064 1 167,668 [ 171,398 | 191,558 {199,273 | 196,237 { 194,542 { 185,464 1 173,419 | 167,406
IMPORTS
9 [Imports of goods, Census basis (general imporis) '............. 1,218,022 | 1,142,286 300,735 316,508 | 318,659 | 295,814 | 289,769 [ 281,667 | 275,036 | 302,236 (312,671 | 312,949 | 305,388 | 291,239 | 278,212 | 267,447
Adjustments: |
18| Electric energy 4 4 4 — 2 1 1 1 4 [— 2 1 1 1
111  Gold imports, ne 3,213 2,220 161 439] 1,078| 1,012{ 1,198 4 6 161 439 1,078| 10121 1,198 4 6
121 Infand freight in Canada 3,929 3.612| 1,008 960 964 95 958 863 839] 1,006 960 9 95 958 863 839
13| U.S.-Canadian reconciliation adjustment, N.8.0., Nt 2. | v ] e ] e | | i | e | i | e | e | v | veensienens | svnivenrine b onrriinnne ] svevernins | serninin ] erenninee
141 tmports of U.S. military agencies identified in Census
d ts 3 -743 -622) -180| -175| -233| -178] -~155) -123f -166| -180| -175| -233| -178| -155} -123| -168
15| Other adjustments, net ¢ -54 3 -1 -2 -13 -19 4 ~26 3 -1 -2 ~-13 -18 4 -26
16 |Equals: Imports of goods, adjusted to balance of payments
basis, excluding “military” (table 1, line 20).................. 1,224,417] 1,147,446 301,727 {317,721 320,468 | 297,588 | 291,752 | 282,416 {275,690 | 303,229 (313,884 | 314,757 | 307,163 | 293,222 | 278,960 | 268,101
B {Trade in goods, by area and country, adjusted to halance of
payments basis, excluding military: ¥
EXPORTS
1 [Total, all countries (A-8) 772,210 720,831|193,698 {193,488 {200,018 {193,701 188,064 | 167,668 | 171,398 |191,558 | 199,273 | 196,237 | 194,542 | 185,464 (173,419 | 167,406
2| Western EuroFe 178,793 171,833| 44,846( 42,620| 47,192] 47,8941 45,849] 37,744] 40,346 44,275| 43,807| 46,442| 48,209| 45,126] 38,973| 39,525
3 European Union 162,583} 156,178) 40,872 39,245( 43,226 43,062{ 40,697{ 35,283| 37,136| 40,350 40,340| 42,5581 43,363| 40,026| 36,406| 36,383
4 Belgium and | ] 14,266 13,933{ 3.462| 3,5584| 3,849} 3,627] 3,689 5311 30861 3419{ 3,690) 3,788| 3.647| 3,629| 3636] 3,021
5 France 20,200 19,7501 4,975| 4,737| 5567| 56141 5013] 4227| 4896 49021 4,864 5495| 5657 4,928, 4,353 4812
6 Germany 8 28,923 29441) 7459| 6,969| 7455 8257| 7,373] 6,893 6918| 7,371 7,169| 7.348] 83121 72370 7,113| 6779
7 lialy 10,951 9,698) 2,575| 3092 2742| 2754 2395| 21101 2439] 25441 3,167 2,694 2,774 2,358| 2,185 2,381
8 Netherlands 21,717 19,369) 52721 5291] 5932| 5516 4,938 4,441 4771| 5214 5450 5824 5551| 4871 4.275| 4,672
9 United Kingdom 40,727 39,809 10,086 9,529} 11,038 10,358| 11,310 ,3031 18,8381 9941 9,785 10,877| 10,440] 11,1101 9,597 8,662
10 Other 25,799 24,178| 17,0431 6,043 6,643 6936 59791 5075 6,188| 6959 6,215) 6,532| 6982} 58931 5247| 6,056
11 Western Europe, exciuding EU ... evececensercermvennennens 16,210 15,655 3,974| 3375 3966| 4,832{ 51521 24611 3210f 3,925| 3467 3,884| 4846| 5100] 2567| 3,142
12| Canada? 178,987 163,939] 46,698 42,343| 44,281 42,649 44,707| 37,967| 38,616| 46,187] 43,524 43,533] 42,882| 44,079] 39,195| 37,783
13| Japan 63,576 56,038 15,499 15,965| 16,743| 16,062 14,562] 12,861| 12,553 | 15421( 16,521 16,349 16,057 14,442) 13,365 12,174
14| Australia, New Zealand, and SOUth AFFCa %..co.vvncrccovncions | e | e | | cvvvninnne | cevennine | vesrercres | e JUUSIINY USRS IRRPRPOI PRSP IRPPPRTUIOY SRTPIUOPIY IRV PSRRI ISR
15 Australia 12,189 10,610y 3,268| 3,010 2,940 2704 2639) 2,574| 2,693| 3,218] 3,094| 2890 2,721 2,591| 2,656| 2,642
16} Eastern Furope 5,925 6,826; 1,329) 1514] 1.641] 1694 1,832| 1,608 1,692| 1318] 1,559| 1,594 1,692 1,826[ 1,674 1,634
17| Latin America and Other Western Hemisphere............cove.e.. 170,262 159,442| 42,146| 44,480) 44,073 41,410] 40,539 38,834 38,659 41,662| 45801 43,222} 41,620| 39,963 40,135] 37,724
18 Brazil 15,257 15,821 3,664 4,2291 4,1731 3,844 4271 134 L5721 3,603 3421 4,109] 3,865| 4,188 42611 3,507
19 Mexico 111,171 101,411 27,558 29,230] 28,352) 26,743 25,248] 24,421) 24,999 27,235| 30,090{ 27,798 26,904 24,895| 25,222 24,390
20 Venezuela 5,508 5638] 1,408 1377 1464] 13991 1469( 1,398| 1,372} 1,395f 1.417] 1441 1,402 4491 1447} 1,340
21 Other 38,326 36,571 9,516 9644 10,084| 9423] 9,551| 8,881| 8716] 9429{ 09,9521 9874 9449 9431 9,205| 8487
22| Other countries in Asia and Africa 7% ....comvveeerorennecrnccrscsnnnns 162,477 152,143 39,911 43,556| 43,148 41,288} 37,936) 36,080 36,839 39.476| 44,967 42,207| 41,361} 37,437| 37,421| 35924
23 Asia7® 151,998 140,222 37,280 40,763| 40,319 38,252 34,858| 33,278 33,834| 36,862] 42,060| 39,472 38,326| 34,389 34,482| 33,025
24 Members of OPEC 10,519 11,8751 2,340 2,737| 3210 3324| 2.890| 2815] 2,846] 2319| 2.828) 3,119| 3,281 ,875{ 2,943 2,776
25 China 16,138 191641 4,087 4405 4,497 4341 4,774| 4,8241 57225] 4,048 4,569} 44001 4323 4,719] 4,992 5130
26 Hong Kong 14,510 13,9891 3,550 3,809 3,998| 3570 3,708] 3,530| 3,1801 3,519 3,928} 39221 3570 83,661| 3,653| 3,105
27 Korea, Republic of 27,150 21.216| 7,196 6968 6,673 6085| 4,858 5303| 49701 7,125] 7,199| 6,527| 6,101} 4,788] 5493| 4,834
28 Singapore 17,621 17,365 4,051 48811 4,684 4,595 4,157 4,232] 4,381 3,994| 5,009| 4.616| 4,627 4,080 4368] 4,290
29 Taiwan 23,833 17,429 6,051| 6,763f 5705| 5007{ 43441 4,132] 3856} 5968| 6,994] 5567| 5,127 4,284] 42831 3,735
30 Africa 79 10,115 11,585 2,582} 27061 2,700} 2960{ 3.011( 2,684] 2930) 2,536| 2,816 2610 2,959 2,981 2,819] 2,826
3 Members of OPEC 1,598 2,008 243 508 482 537 567 464 440 244 525 461 539 562 484 423
321 International organizations and unaliocated...........ccceuveee. o L JEUUUI RSN RPUPES ISV RSN [ L1 (RSSO (RSN [RORUIIOR NSO RPN U
Memoranda:
331 Industrial countries 7 438,567 407,438(111,627)105,381{112,453| 110,736 {109,198 92,213] 95,2911110,399}108,428 | 110,489 (111,289 (107,660 95,296] 93,193
34 Of which: Euro Area 10 15,0260 111,325| 29,0751 28,070} 30,519 31,083] 28,139 24,885 27,218} 28,723( 28,866] 30,043| 31,298| 27,686| 25678} 26,663
35) Members of OPEC ™ 17,625 19,5211 3,991 46227 5156} 5260] 49261 4677| 4,658 3,958| 47701 5021 52221 4,886| 4,874) 4,539
36| Other countries 316,017] 293,872| 78,079| 83,485 82,409) 77,705 73,940} 70,778 71,449 77,200| 86,075{ 80,727 78,031 72,918| 73,249} 69,674
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U.S. International Transactions

Table 2. U.S. Trade in Goods—Continued
[Miltions of dolfars)

April 2002

Not seasonally adjusted

Seasonally adjusted

Line 2000 2001~ 2000 2001 2000 2001
] 1] [\ | il mr v N m [\ tr [Kd e e
B |Trade in goods, by area and country,
adjusted to balance of Bayments hasis,
excluding military: "—Continued
IMPORTS
37 |Total, alt countries (A~16) ................cc.ooo.ce. 1,224,417| 1,147,446 301,727 317,721| 320,468 | 297,588| 291,752| 262,416} 275,690} 303,229{ 313,884} 314,757| 307,163| 293,222| 278,960 268,161
38| Western Europe 243426| 241,197] 59,856| 60,335| 64,851 63,104] 62475| 56,639| 58,979 65,182| 62,807) 55,903| 57,305
39 European Union. 2199461 219,742 4,548 56,005 52,224 54,628 58,808| 56,315| 51,546| 53,073
40 Belgium and Luxembourg . ,258 ,444 2,719 313 2,578 2,923 ,730 2,286 2,505
4 France ...... 29,773 30,362 7,644 6,884 7,640 8,441 7,692 6,790 7439
42 8,501 59,139 153811 14,614] 14,097 15,566 15460| 14,406] 13,707
43 ly 25,031 23,788 5,941 5803 5,838 6,419 5971 5,718 5,680
44 Netherfands....... ,624 ,465 2,492 2,167 2,408 2477| 2,506 2,141 2,341
45 United Kingdom 43,388 41,101 10,503 9,410{ 10,224 11,338| 10,560 9,285 9,918
46 (11111 S 43,371 45,443 11,3251 11,033] 11,845 11,644] 11,3961 10,920 11,483
47 Western Europe, exciuding E 23,480 21,455 6,470 4,415 4,351 6,492 X 4,232
48( Canada? 233,678{ 219,588
491 Japan 146,497 126,645
60| Australia, New Zealand, and South Africa®| ..........
51 Australia...
52| Eastern Europe. 16,101 14,453 4,446
53| Latin America and Other Western
HEMISPRBIE .....ooocee oo caenrensrsnrenns 210,179] 199,676 52,210| 54,674| 53,964{ 51,5601 50,801 49,978| 47,337| 52.462| 54,055 53,060 53,104| 51,037| 49,390| 46,145
54 Brazil 13,853 14,464 3,546 3816 3.247{ 3611 3,527 3,844 3,482 3,552 3.758 3,196| 3,725 ,542 3,793 3,404
55 Mexico 136811| 1322275| 34.096| 35801| 35074| 33.345| 33603| 33029| 32208 34280 35.383| 34.404| 34.441| 33777| 325646 81411
56 VENBZUBIA .....ccooovvemercemrmcnrancrnimesacsinnes 18,623 15,230 4554( 4664 51101 4,492 4,149 3,612 2,977 4,577] 4,636 079 ,546 161 ,577 2,946
57 Other 40,892 37707 10014| 10393| 10533 10,412 9,522 9,493 8,580{ 10,053| 10,278| 10,381 10,392 9557 9,374 8,384
58| Other countries in Asia and Africa 7°........ 368,114| 339,428( 88,143| 103,153] 97.283{ 84,5524| 83,216] 88,768| 82,920 88,596| 102,005 95,518| 87,269] 83,702 87,817 80,640
59 ia7? 340,265| 313664( 81,0461 95620| 89,990 775241 76,008 82,3541 77,778] 61,457 94,524] 88,290| 80,148| 76473 81462 75581
60 35,204 33,110 8,51 9,843 ,2351 8,479 8,868 ,706] 7,067 8,559 9,775 ,145 ,646 8,894 8,629 6,941
61 102,286 23,463 29,363 27,2847 22,398| 23,842 28,946] 27,100] 23,606] 29,035{ 26,699 23,252] 24,061] 28,691] 26,282
62 ,652 ' 3,449 2,744 2,353 2,289 2,745 2,265 2,668 3405 2,684 2,438 2,303 2,719 2,192
63 351994 9,574 10,734{ 11,069| 9,453 8,447 8,382 8917 9617| 10,601| 10,863 9,770 8,485 8,275 8,669
64 15,017 4,53 5278 5,085] 4,182 3,767 3,478 3590 4556 5,208 49961 4326 3,784 3,427 3,480 ,
65 333081 10,1331 10959] 10.349| 8800 8,493 8,196 7909 10,159] 10.819] 10,140 9,087 85391 8,089 7,683 °
66 254181 7,027 7437 7,215 6,928 7,128 6,326 5,037 7,068 7,386 153 70471 7,147 6,268 4,957
67 Members of OPEC.. 13,169 11478 3,457 3,703 3292 3,279 3,445 2,764 1,990 3,480 3,683 3,275 3,307 3,451 2,747 1,973
68| International organizations and
1111137571 C:1e USOOUUROPRUORRTORUOOPUUURROPNUUOroRl IRNPPRUROPRY ENDROOIUUUN IPOVIUIORE [RPPURRIION IPPRPRORY SERPOPPIORN IPVORIOIRY INNPPIORPSIORY (NDVIORINE INPPORPONRY INPROUPIUPE SNNDIORIOIE INPOROPIORS ENPPIUITY INRPIE IPROROINY
Memoranda:
69] Industrial ies? 636,319| 600,526 | 159,383 157,144 | 166,842| 158,702( 156,376| 141,972| 143476 160,172| 155,102| 163,840| 163,925| 157,119| 140,072| 139,410
70 Of whicir, Euro Area 163414| 166:379| 40.442| 41.058| 43556| 42.765| 42.405| 39,930 41,279 40.663) 40,537 42,76 44,207| 42,643| 39.408{ 40,121
71{ Members of OPEC .. 66,996 59818| 16530| 18210 17.637| 16250 16:462] 15.082| 12.024| 16:616| 18,094| 17.439| 16,499| 16.506| 14.953| 11:860
72{ Other countries 7 1 os21102| 487,102| 125,814| 142.367| 135.989( 122.636( 118,914| 125.362| 120.190| 126.441| 140,688 | 133.418| 126,739 119597 | 123,935 116,831
BALANGE (EXCESS OF EXPORTS +)
73 |Total, all countries .. -452,207| -426,615 |-108,029 |-124,233 |-120,450 {-103,887 {-103,688 [-114,748 |~104,292 [-111,671 |-114,611 |-118,520 |-112,621 | -107,758 |-105,541 |-100,695
74| Western Europe 6331 -69,3641 -15,010) -17,715} -17,659| -15,210| -16,626| -18,895| -18,633| ~15,896| -15,781| -17,266 -16,973} -17,6811 ~16,930| -17,780
75 European Union -57,363] -63,564| -13,676| -15,344| -15,465| ~13,823| -15,308| -16,941| -17492| -14,490| -13,564| ~15,075| -15,445} ~16,289| —15,140| ~16,690
76 Belgium and Luxembourg . ,008 3,489 1,001 1,115 1,055 793 970 1,218 508 945 1,246 1,044 724 899 1,350 516
77 France ...... -95731 -10,612] -2,445| -2,184| -2,806| -2,580| -2,631| -2,657) -2,744| -2,550f -1,963) -2,735| -2,784] -2,764| -2,437]| -2,627
78 -29.698| -7.029| -7.974] -7.527| -6,790{ -8:008| -7.721| -7.479| -7.205| -7564| -7.364) -7.254| -8.223| -7.293] —6.928
79 -14090 -3.564| -3.614] -3543| -3452| -3546| -3.603| -3.399| -3.621| -3452| -3479) -3.645| -3613] -3.533] -3.209
80 904 2,861 2,917 34251 3,116 2,446 1,977 2,365 2,791 3,105 3,365 3,074 2365 2,134 2,331
81 -1,292 -741] -1,050 -380 -606 807 -107) -1,386 -941 ~664 ~343 -898 550 312 1,256
82 0 ................ -21,265| -3,759| -4,554| -5,689| -4304] -5346| -5958) -5657| -3,909} -4,272) -~5563| -4,662| -5503| -5673| -5427
83 Western Europe, excluding -727 -5,800| -1,334] -2,371| -2,194| -1387| -1318] -1,954| 1,141} -14061 -2217| -2991| -1528] -1392] -1,790 ~1,090
84| Canada? -54,691) -55,649] -12,8841 ~14457| -15,873| -15,226] -14.485| -14,052] -11,886] —13,639| -12,501| -15,576( -16,834| -15,343| -12,127{ -11,345
85| Japan -82,921| -70,607| -21,075| -20,616| -21,857| -18,568] -16,613] —17,035| ~18,391] -21,371| -19,5821 -21,488] -19,774| -16,895| ~16,104| ~17,834
86| Australia, New Zealand, and South Africa # | ccvveee | o] e | e b il i bl il ] e | e ] e ] e | s
87 AUSEIANA c.voovrvonreeeserecemieenecnmneaseraraares 5,767 4,151 1,592 1,278 1,271 1,247 1,000 818 1,086 1,537 1,386 1,245 1,215 941 917 1,078
88| Eastern EUrope......conecuremncemsncreessonces -10,176 -7627| -2,357| -2,932| -2,306| -2,744| -1422} -1752| -1,709] -2,383| -2,841| -2,286] -2,863] -1441| -1,646| ~1,677
89 Latln Amenca and Other Western
-39,917( -40,234| -1 0,064 -10,194] -9.891| -10,150{ 10,262} -11,1 44 ~8,678| -10,800| -8,2564| -9,838| -11,484| -11,074| ~9,255( -8,421
90 Brazu 1,404 1,357 118 413 926 233 744 290 9 51 584 913 140 646 468 103
el Mexico 25,6401 -30,864| -6,538( -6571] ~6.722| -6,6021 -8355( -8608) -7299} -7,045) -5293| -6,606] -7,537| -8,882| -7424| -7021
92 VENEZUBIA ......cooorvnrecenrncnrircviressannes -13,115 -9592| -3.146| -3287| -3646| -3.093| -2680| -2.214| -1605| -aife2| -3219| -3i638| -3144] -2712| -2130| -1:606
93 Other -2,566 -1,136 2498 ~749 -449 ~689 29 2612 136 -624 2326 ~507 ~043 -126 -169 103
94 Other countnes in Asia and Africa’........ -205,637| ~187,285) ~48,232| -59,597| -54,135| —43,236| -45.280| -52,688) —46,081| -49,120| -57,038| -53,311| 45,908 -46,265| ~50,396( -44,716
95 -188,267| -173,442| -43,766| -54,857( —49,671| -39,272} -41,150| —49,076| 43,944 44,505 -52,464 | —48,818| —41,822] 42,084 —46,980| 42,556
96 Members of OPEC. -24,685( -21,235] -6,179] -7,106] -6,0251 -5,155§ -59781 -5891] —4.2t -6,240| -6947| -6,026{ -5365( -6,01 5,686 -4,165
97 Chi -83,883| -83,122| —19,376| -24958| —22.787| ~18057| -19.068] —24.122] 21§75 -19,558| —24,466] -22:299 —1 8,929 -19,342} 23,6991 -21,152
98 3,055 4,337 ‘887 360 1,254 1,217 1,420 785 915 851 523 1,238 1,132 1,358 934 913
99 -13,147] -13983| -2,378| -37661 -4,396| -3,368) -3589; -3,079] -3.947| -2,492{ -3402| -4,336{ -3,660] -3.697| -2,782] -3.835
100 -1,580 ,348 ~481 ~397 =401 413 390 754 el -562 -199 -380 301 296 941 810
101 -16,674] -15969| -4,062] -4,196] -4644) -3,703] -4,149] -4,064| 4,053 ~4,191 -3825[ -4573| -3,960{ -4,255| -3,806| -3,948
102 -17,4301 -13,834| -4475 -4731| -4,515] -3,968| -4,117| -3,642| -2,107| -4,532] -4,570| -4,543| -4,088| -4,166) -3,449] -2,131
103 -11571 -9470| -3214] ~3,195| -2,810| -2,742| -2,878| -2,300| -1,550| -3,236( -3,158{ -2,814| -2,768| -2,889) -2,263] -1550
104 International organizations and 1 9 1
wnaliogated ..o L el ] ] ] ] ] ]l ] ] ] ]|
Memoranda:
105| Industriat countries 7 -197,752| -193,088| —47,756] -51,763| -54,389] ~47,966| -47,178| -49,759| -48,185 —49.773 -46,674| -53,3511 -62,636] -49,459] -44,776| -46,217
106 Of which: Eurg Arga 0., -48,3881 -55,054 ~11,367( -12,9881 -13,037) -11,682| -14,266| -15,045| -14,061 -11,671] -12,7211 -12,909] -14,957] 13,7301 -13,458
107f Members of OPEC ... -49,371| -40,297{ -12,539( -13,588] ~12,481] -10,990{ ~11,536| -10,405| -7,366 —12 658 ~13,324] -124781 -11,277} -11,620] -10,079| ~7,321
108| Other countries 7 ~205,085| 193230 —47.735| 58,882 | 53,580 ~44,931| —44.974 | 54584 —48.741| -49.041| -54:613| —52:691| 48708 —46,679| -50.686| —47/157
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April 2002 SURVEY OF CURRENT BUSINESS 59
Table 2. U.S. Trade in Goods—Continued
[Millions of dollars]
Not seasonally adjusted Seasonally adjusted
Line 2000 | 2001~ 2000 2001 2000 2001
I ] |\ | Il s e i 1] v s nr [ e
G [Trade in goods, by principal end-use calegory, adjusted
to balance of payments basis, excluding military:
1 1Exports of goods, balance of payments basis, excluding
mlll!arqu-s) 772,210 720,831 193,698 | 193,488 | 200,018 { 193,701 188,064 | 167,668 | 171,398 | 191,558 | 199,273 | 196,237 | 194,542 | 185,464 | 173,419 167,406
2 Agricultural product: 52,808 54,986| 12,274] 12483] 14570 14,150] 12,802( 12,570] 15464| 12,977 13,629| 13,298 13,629( 13488| 13,746( 14,123
3 Nonagricultural product 719,402 | 665,845 181,424| 181,005 185,448 | 179,551 175,262 | 155,098 | 155,934 | 178,581 185,644 [ 182,939 | 180,9137 171,976 | 159,673 153,283
41 Foods, feeds, and BEVEFAgES ..........coovrvrvvvorevcrcerianassenns 47.453| 48982] 10930 11,601 12,996 12,543 11278] 11,544| 13617| 11.749| 12207] 11853 12,400 12,05| 12,025| 12,452
5 Agricultural 43,331 44452 9,978| 10,455 11,947( 11,488| 10,2261 10,243 12495( 10,6701 11,156] 10,8091 11,2981 10,932) 10,898 11,324
6 Grains and preparations...................ceeervsreeanens 13,650 13,951| 3,206 3,530[ 3462| 3.614f 3,196( 3560| 35811 3450 3551] 33 ,494 435] 3,619 ,403
7 Wheat 3499 480 866( 1,002 908 785 869] 1,020 922 869 901 96 761 92
8 Corn 8841 4996 1,226 1,295] 1,287 1,239 1,125] 1471] 17361 1,315 1311| 1,00] 1,182 1204 1,503 4,107
9 Soybeans 5,382 519 847 885| 1.934] 1,982 698 5991 2,240 1,292] 1447} 1,299 1648 11541 1,071 1,646
10 Meat products and poultry 77081 7996 18531 1831 2030| 1.8937 1990{ 1,971} 2,42| 1.874] 1964 1918 1,959 2,011| 2,000 2,026
1 Vegetables, fruits, nuts, and preparations 8,364] 8278| 12,1007 2,039 2306| 1,997] 21121 1,950| 22191 2,069] 2147] 2,130 2,103 2,084 2,059 2,032
12 Other a%ricuhural foods, feeds, and beverages ...... | 8,227 8,708| 1,972 2070| 2215| 2,002 22301 2,163} 2313] 1985] 2047 24141| 2,094| 22481 2,149| 2217
13 Nonagricultural gﬁsh, distilled beverages, etcg .......... 4,122 4,530 952 1236 1,049| 1,055] 1,052} 1,301| 13221 1,079y 1071] 1,044| 1,102| 1,473( 11271 1,128
14 Fish and shellfish 3033 3282 689 934 743 774 ™ 991 79 810 774 762 796 834 824 828
15] Industrial supplies and materials. 171,956 | 160,375) 42,350] 43,176] 43,969 43,176] 42,082| 37,723 37,394| 41,556 43,922 44,354 43,099| 41.274| 38,454 37,548
16 Agricultural 9,187] 10254} 2221| 1977] 2543 2580 2500y 2273f 2901| 2236| 2400 2416| 22601 2483) 27731 2,738
17 Raw cotton 1,925] 2,179 524 366 408 569 554 564 492 491 550 434 375 490 815 499
18 Tobacco, uUnmanuiactured................occeceeeeneeecerens 1,196 1,271 318 194 300 343 313 23 384 285 321 267 286 2N 368 346
19 Hides and skins, including furskins 1,602) 1,993 393 423 432 499 541 489 464 383 431 459 475 533 490 495
20 Other agricultural industrial SUPples...............ceeuees 4,464 4811 986 994 1,403 1,168 1,092 989| 1,561f 1,077 1,098] 1256] 1,124} 1,189] 1,100 1,398
2 Nonagriculturat 162,769} 150,1211 40,128 41,199] 41426( 40,596 39,582| 354501 34,493 39,320]| 41,522| 41,938 40,839 38,791 35,681 34,810
22 Energy products 7 3,707] 42581 4902{ 4274| 44331 37251 3611| 3,694 4250| 4914| 4,298] 4428| 3,697 3,620
23 Fuels and lubricants , X 3,635] 4,168] 4680 3.603] 3992 3570] 3546| 36221 4,160| 4691| 3,628 3985| 3,543| 3,555
24 Coal and related fuels... 2,5981 2263 643 692 655 547 611 557 548 631 678 647 580 604 534 545
25 Petroleum and products.. 12,0121 10670 2,636 3,089 3564] 2,660] 2,794| 2,636| 2,580| 2,635 3,046| 3583| 2652| 2,794 2632| 2592
26 Paper and paper base Stocks .. 14,000] 12413) 3611} 3543] 3300 3291} 3092 2949| 3,081 3,579y 3554( 3,353| 3271 3060 2960] 3,122
27 Textile supplies and related mal 10,671} 10,160) 2708} 2757| 2654) 2,703] 2732| 2420| 2305{ 2588| 2807| 2719] 2736| 2611] 2453] 2360
28 Chemicals, excluding medicinals. 52,243 49,784| 13,055| 13593] 13,187 13,5271 12,720| 12,024 11,513 12,752} 13,869 13,304! 13,528 12,4241 12.246] 11,586
29 Building materials, except metals 8762] 7,797 2230} 2197 2190| 20751 2063| 1,840| 1,819( 2,497 22151 22250 27112| 1,993] 1859} 1,833
30 Other nonmetals 21,2081 19,313| 5347| 5212| 5388| 5034] 5056 4,717f 4,506( 5243F 5301 5456] 5027f 4,945 4810] 4,531
3 Metals and nonmetallic products ... 9471 9639| 9805) 96921 9486] 77751 76581 9,315) 95261 9967| 9867 9330| 7656 7,758
32 Steelmaking materials..... 475 434 420 439 414 434 476 436 433 435 472 375 423 493
33 {ron and steet products ... 1,712 17211 1,669} 1,664 15611 1509} 1471] 1683) 1,738] 1.695] 1,655} 15321 15271 149N
34 Nonferrous metals 3426 3.754F 41111 42591 4211] 2,886 2,875| 3482 3619 4132] 4329| 42641 2,757 2,881
35 Ne y gold 928( 10667 1,630] 1,675 1,900 597 715 928| 1,066| 1.630| 16751 1,900 597 715
36 Other precious metals 609 632 671 874 648 537 644 609 632 671 874 648 537 644
37 Other nonferrous metals . 75521 6,641] 11,8891 2056} 1,810f 1,710 1663] 1,752 1516] 1,945] 1921 1,831 17801 1,746 1.623% 1522
38 Other metals and nonmetailic products .| 14,644] 12412] 38581 3730 3605| 3.330] 3300f 2946| 2836 3,714} 3736| 3705 3411] 3,159| 2,949] 2,893
39| Capitai goods, except automotive 357,037| 322,258 89,656| 91,932| 93,765| 90,378 83,665 74,220( 73,996{ 89,331 93,630] 91468( 91,496| 82,874 75,907 71,982
40 Machinery, except typ 306,489 | 266,865| 75,280 80,268| 80.606| 75.698| 68562] 61,699 60,906} 75767| 80,825 78958| 76.865| 68,556 62,125| 59,319
41 Electric generating machinery, electric apparatus,
and parts 35847 31,004] 8,826 96111 92561 8916 8106} 7076 6,906| 8,821) 9505| 9277 9,065/ 8,068| 7,011 63860
42 Nonelectric, including parts and attachments......... 270,642 | 235,861 66,454| 70,657{ 71,350 66,782 60,456 54,623 54,000| 66,946] 71,320 69,681| 67,800| 60,488| 55,114| 52459
43 Qil drillin?, mining, and construction machinery | 12,628 14,160 ,098| 3233 3,349 ,2871 3684 3,732 457 ,007] 32811 33771 3339 614 7611 3,446
44 Industrial engines, pumps, and compressors ... | 12,583 13,033| 3,103 13,1927 3243 1631 3372] 3225 3273| 3072) 3276| 3144| 3210y 37342 3337 3,144
45 Machine tools and metalworking machinery ...... 7475| 58391 17940 1.904{ 2012| 18141 1474] 1,299] 1252} 1,776f 1,957| 19531 1840 1458| 1,341| 1,200
46 Measuring, testing, and control instrumens..... 16,369 14,135 4,022 4,284 4,353} 3,987] 3726| 3.259| 3,163} 3994 4380 43061 4,012 3679 3325 3,119
47 Other industrial, agricultural, and service
industry machinery 52,116] 45,030| 13,170 13.284] 13,104; 12,902| 11,786} 10,320| 10,022 12,828| 13486| 13,179 13,043 11435 10,551{ 10,001
48 Gomputers, peripherals, and parts ..................... 55,541 47,632 13,390 14,287| 15,081| 13,933 11,760f 10,803| 11,1361 13,870 14,648| 14,310{ 13,959] 12,105] 11,088] 10,480
49 S ductors 60,077 45,099] 14,622 16429) 15779] 14,170| 11399 9,865| 9,665( 14,950 16,206( 15546 14,4181 11543 9,658] 9,480
50 Tel icati quip 31,268) 27,914 7,754| 8421 8,271 7469 7416| 6680 6,349 7,877 8312 877 7,960 426] 6,456 6,072
51 Other office and b machine: 3201} 2895 795 835 816 845 744 663 643 839 662 608
52 Scientific, hospital, and medica equipment and
parts 19,384 20,124 4,706] 4,788 5342y 5212] 50951 4,777| 5040{ 4,767| 4935 5217] 5143| 5137] 4935 4,909
53 Civilian aircraft, engines, parts 48,0911 52,8131 13,780| 11,1331 12,504] 13,994| 14,499] 11,948] 12,372] 12,968 12,2741 11,855| 13,945] 13,714| 13,209| 11,945
54 Civilian aircraft, complete, all types 6941 25856 7,394 4,887| 58541 7.069) 7414 5235| 6,138] 6611 5881] 5260 ,069 ,684 ,2981 5,805
55 Other transportation eqUIPMENt ...........ormeerecerersorearer 457 2,581 596 531 655 686 604 573 718 596 531 655 686 604 573 718
86| Automotive vehicles, engines, and pants ... 80,170 74,596 21,594 17,765] 19,705| 18,351 20,472{ 16,972} 18,801 20,149 20,161| 19,311 17,935] 19,066 19,341| 18,254
57 To Canada 45663 39,698 12,746| 9,536} 10,657| 97171 11,660| 8438 9,883 11,5511 11,272; 10,518| 9,400] 10,575] 10,087} 9,636
58 Passenger cars, new and used 92251 8619] 2,854 1,593 1801 1,830 28681 17161 2205] 2367 ,218 0381 1,809 401 367| 2,042
59 Trucks, buses, and special purpose vehicles 6,522| 5320] 1,882 1,308| 1530F 1,201 1583% {4211 1,415] 1,658) 1575 1,498| 1,215| 1,391 1,336} 1,378
60 Engines and engine parts .... 5610 49911 1462 1251| 13381 1,308{ 14211 1,082 4,180} 1,391] 1404 1,354| 1221 1.349] 1,252 1,169
61 Other parts and accessories 24,306f 20,768| 6,518 5,384 ,609| 5378( 5788] 4,519] 5083) 6,135] 6,075 628 5,155] 5434| 5132 5,047
62 To other areas 34507| 34,8981 8878| 8229] 9048| 86341 8812] 8534] 8918] 8598 8839] 8793 8535 8491 9254| 8,618
63 Passenger cars, new and used 7522 243 21520 1,556( 2,017 2,008] 2240} 2,185 2810] 1980 1,931 1,860 J948( 20321 2667 25%
64 Trucks, buses, and special pur, 2,858 2,228 745 664 806 592 599 511 526 758 759 727 588 596 577 467
65 Engines and engine parts 4498) 44991 1,150 1,371 1,112] 1,085| 1,133} 1,147 1,154| 1127 11761 1,105 11,0581 11,1121 1,182 1,147
66 Other parts and accessori 19,6291 18,928( 4,831 4,872] 5113 4969) 4,840 4,691| 4428| 4733 5023\ 5101 4941 4751 4,828 4,408
67| Consumer goods (nonfood), except automotive .. 90,554 89,600] 22,863 22,782] 22,8821 23,268| 23,6471 21,037 21,648] 22,590{ 23,104{ 22,6801 23,457} 23,3441 21,456} 21,343
68 Consumer nondurable goods, manufactured ............. 42,577 41,830| 10,760 11,036 10,703y 10,665| 10,877( 10,058] 10,230} 10,6791 10,876} 10,793| 10,865] 10,783 9,963 10,219
69 Medical, dental, and pharmaceutical preparations,
including vitami 14274] 16677f 3648{ 3697 3670| 3,872] 4327{ 4,0147 4464) 3573] 3712| 3706f 3914 4245] 4043 4475
70 Consumer durable goods, manufactured ................ 43,253 43,067 10,946{ 10,542 10,920 11,282{ 11,479] 9,902] 10404{ 10,770} 10,983 10,640( 11,280] 11,277| 10,3831 10,127
4! Household and kitchen appliances and other
household geods 18546 18490 4,625| 4620 4703| 4,781 4772| 4403| 4,534 4557 4740| 4702| 4,745 4,700 4,519 4526
72 Unmanufactured consumer goods (gem stones,
nursery stock) 47241 47031 1,157 1204] 12591 1,321 1201 11,0771 1,014| 1,141 1245] 1,247| 1312f 1284 1,110 997
73| Exports, ne.c. 25,0401 25,019 6,305) 6,042] 6701 5985 6920) 6,172] 5942 6,183 67229| 6571 6,155{ 6801 6,236} 5827

See footnotes on page-74.
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U.S. International Transactions

Table 2. U.S. Trade in Goods—Continued
[Mitlions of dollars]

April 2002

Not seasonally adjusted

Seasonally adjusted

Line 2000 2001 » 2000 2001 2000 2001
il M v | 1] fs e 1l m v I nr s e !
C |Trade in goods, by principal end-use category, adjusted
to halance of payments basis, excluding military—
Continued:
74 |Imports of goods, halance of payments basis, excluding
military ?A—-ﬂi) 1,224,417 | 1,147,446 | 301,727 | 317,721 | 320,468 | 297,588 | 291,752 | 282,416 | 275,690 | 303,229 | 313,884 | 314,757 | 307,163 | 293,222 | 278,960 | 268,101
75 Petroleum and productsS.... 120,185) 103,717( 29,316] 32,134| 31,918 28,964| 284841 25838{ 204311 29472| 31,982} 31,770| 29,278} 28535| 25,641 20,262
76 Nonpetroleum products .. 1,104,232 1,043,729 272,411 285,587 | 288,550 { 268,624 | 263,268 { 256,578 | 255,259 { 273,757 | 281,902 | 282,987 | 277,885 | 264,687 | 263,319 | 247,83¢
771 Foods, feeds, and beverages.... 45,974 46,675) 11,536 11,437} 11,921] 11,186 11,500 11,679] 12,310] 11,460 11713] 11,579 11459 11425| 11,987 11,804
78 Agricultural 32,773 33463 8516 77391 8111] 8340 8417{ 81361 8570{ 8,252 8248 8137} 8,159) 8,148 8681| 847%
79 Coffee, COCOR, AN SUAT ... vveceriecrerrireerecrnanne 3,258 2,309 886 746 536 653 513 587 556 866 842 630 549 497 652 611
80 Green coffee 2,350 1,357 680 500 363 378 381 324 274 660 580 444 302 366 375 314
81 Meat products and poultry . 5,309 6,073 1,378| 1,297 1.385| 1481| 1,537 1,554| 1,501 1,330 1,35t| 1,381 1482 1485| 1,619 1487
82 Vegetables, fruits, nuts, and preparations 9,191 93941 24501 1,829) 22571 2,771 2467 1905| 2251 2269 2301 2405[ 2323| 2271 2415| 238¢
83 Wine and related products ................cc..... 4,500 46931 1,181 1,185] 1,800 1,016 1.245) 1,921 1,240| 1424 1339 1115f( 1,196 1,184 1,149 1,184
84 Other agricultural foods, feeds, and beverages ...... 10,517 10,993| 2621 2682| 27541 2420 2654 20898) 3021 2662 2615 2607 2609] 2711| 2846f 2827
85 Nonagricultural (fish, distilled beverages, etc.%J .......... 13,201 13212 3,020 3698 3.810{ 2846 3,083 35431 3740{ 3208 3465 3442} 3300| 3277| 3306) 332¢
86 Fish and shellfish 9,909 9762| 22491 2875| 2,792 20801 22641 2681 2737| 2400} 2853} 2548] 24257 2417| 2452] 246¢
87 Whiskey and other alcoholic beverages.................. 2,947 3,066 681 740 926 668 729 766 903 718 728 803 779 770 757 760
88| [Industrial supplies and materials..............ccccovvecuerensvens 302,911] 278,171 74,778| 78436{ 78,481 76,764) 75138) 67,410| 58,859| 73,818 78,190| 79.258| 77,144| 74.444] 67288 59,29¢
89 Agri 5,611 5301 1,460 1236| 1457| 1359 1350f 1,272] 1,320 1,388 1305; 1526] 1,300] 1,293 1,379| 1,32¢
90 Nonagricultural product 297,300 272,870| 73318 77,2001 77,024| 75,405[ 73,788 66,138| 57,539 72430 76,885| 77,732 758441 73,151} 65909| 57,96¢
91 Energy products 138,397 125852| 32911 37,155] 38,500 35909| 35,363[ 30,843| 23,737| 33,301| 37,049 38,033{ 36,101 35801} 30,649 23,301
92 Fuels and IUbIiCants & ........veeerceveeennrenncceenes 1356771 123,169 32,334| 36,164) 37,659| 34,971| 34,329\ 30,312 23,557| 32,705| 36,252| 37,113 34,980| 34,751| 30,282} 23,15¢
93 Paper and paper base stocks 13,725 12,3361 3380 3589{ 3464| 3376} 3110f 2952| 2,893| 3416| 3558 34481 3,394] 3,135 2937] 2.87(
94 Textile supplies and refated material 11,242 10,303| 3010 2790 2,653| 2640 2,734} 2506 2423| 2867 2793| 27501 2,695] 2613] 2511] 2,48
85 Chemicals, excluding medicinals. 34,449 348941 8734] 8675| 8406 9959| 8834 8,012 8089| 8497| 8992 8882 9369 8647 8364} 851«
96 Building materials, except metals 21,801 21301 5910 5491 4982| 4644 5839 5789 5029 5587| 5253 5204| 4,989| 5524 5558| 5.23(
97 Other nonmetals 17,914 17,324) 4570 4573| 4512 4,286 400| 4,410 4,228 4,497| 4491| 4,539 4448 43381 4,342) 4,19
98 Metals and nonmetallic products . 59,772 50,860| 14,803] 14,927] 14,507 14,591} 13,508) 11,626 11,135| 14,265) 14,749| 14,876| 14,848] 13,093] 11,548{ 11,37,
99 Steeimaking materials...... 3,008 2,240 896 300 605 655 612 5 513 836 788 611 603 567 543 52|
100 Iron and steel products ... 20,908 16,742| 5686| 5494| 4,602| 4,165 4,255 41741 4,148] 5440| 5287} 4,737| 4,379 4,069| 4,053| 4,24
101 Nonferrous metais. 26,687 23,258 5896| 6,268 7,007| 7589| 6466] 4778 44250 57411 6301 7,178| 7552| 6352] 4,822] 4,53
102 Nonmonetary goid 5877 312 7401 1,058 1,685| 1,531} 1,622 54 613 7401 1,058 1,685f 1531} 1,622 546 61
103 Other precious Metals .........c.ueveerecensccurnncs 6,643 6,053 1428] 16701 1,969f 2601| 1531] 1,100 821 1413] 1,688{ 2025| 2563 1539 1,134 81
104 Bauxite and alumi 6,981 6,397 1,876f 1,843 1,459; 16777 1592| 1,606 15221 1,734| 1878] 1571 1670 1466 1,629 1,63
105 Other nonferrous metals 7,186 6496 1,852f 1,697] 1,894 17807 1,721] 1526) 1,469} 1.854| 1,677| 1897 1,788 1725] 1513 147
106 Other metatlic and nonmetallic products.... 9,079 8620 23251 2365] 2293 2282} 2175] 2,114; 20497 2248) 2373| 23501 2314 2,105] 2,130| 2,07,
107| Capital goods, except automotive 346,663 297,802| 85,986] 90,357 91,828| 82,662] 74,.838( 69,869 70433| 86,270} §9,655| 89,337| 86,184 74,735 69,116| 67,76
108 Machinery, except ct type 317,198 | 263,938| 78,912! 82,929 83,483 74,097) 66350] 61,634 61,857 79,254| 82,219 80,941| 77,603| 66,300 60.830| 59,20
109 Electric generating machinery, electric apparatus ,
and parts 39,748 34,881 9914 10,338] 10520 9557| 86941 8286 83441 99811 10,474 10,293 9952y 8723) 8173] 8,03
110 Nonelectric, including parts and attachments......... 277,450 229,057| 68,998| 72,591 72,963| 64,540) 57,656 53,348| 53513 69,2731 72,045 70,648 67,651| 57,577| 52,857| 51,17
111 il drilIinF, mining, and construction machinery 7.210 6927 20561 1,716] 15991 1757| 1,952| 1,683 1,535| 1,878| 1,803{ 1,747 1721} 1792] 1.755| 1,65
112 Industrial engines, pumps, and compressors ... 10,061 10422 25701 2458| 25101 2,766] 2,600| 2526| 2,530 2512 2,537 2535| 2,750 2543} 2592| 2,53
13 Machine toofs and metalworking machinery ...... 8,549 7341) 2247 2053) 2247] 2199| 1905| 11,7101 1,527) 2,966| 2,125 2242} 2220 1,839 1,776] 1,50
114 Measuring, testing, and control instruments...... 9,533 9,016 2304 2453| 2584\ 2462| 2347| 2,410 2,097] 2316 2470| 2543} 2501 2363 2,115] 2,03
115 Other industrial, agricultural, and service i
industry machinery 50,923 46,854 13,264 12,564 12,883 12,776] 12,063 10,918 11,097] 12,8221 12967 12,929] 12,909 11.680] 11,204] 11,06
116 Gomputers, peripherals, and parts 89,762 74003| 21,710) 24,352 23,807| 19.756| 18,249 17,721| 18277 22,575( 23,389 22,393{ 21,331! 18.883| 16,896] 16,89
117 Semiconductors 48,355 30,455| 11,605) 13,3161 12,659 10,547| 7,587| 6,2297| 6,024} 11,775] 13,179] 12,261| 10,999( 7,632 6,097 572
118 Telecommunications equipment.. 31,927 23,882 81291 8,166| 9048 7,074] 6046| 5524) 5238f 8013| 8102} 8616 7769| 5837 5425 485
119 Other office and busi hi ,134 4867 1,538] 1517] 1511} 1391 1222| 1,096 1,158} 1,580) 1,520] 1,451 1408} 1258} 1,105] 1,09
120 Scientific, hospital, and medical equipment and
paris 14,996 15290 35751 3,990 4,115) 3,812 3685 3763| 4,030| 3636} 3953] 3931 4,043} 3750| 3,692| 380
121 Transportation equipment, except automotive.. 29,465 33864 70747 7.428| 8345 8,565] 8,488 8235} 8576 7,016 7436( 8396 8581) 8435 8286! 856
122 Civilian aircraft, engines, parts .......... 26,376 31236 6294 66621 7604] 7,753) 70828; 7,636, 8019 6236] 6670 7.656] 77691 7,774| 76871 8,00
123 Civitian aircraft, complete, all types.. 12,404 14,760 2911 3204] 3967] 3,703] 3,603f 3401) 4,053} 2911} 3204| 3,967| 3703| B3603] 3401] 4,05
124 Automotive vehicles, engines, and parts ........c.ooovccecenes 195858 | 189,700 49,688} 46,292] 49,984| 47,253 48,601 44,822 49,024| 48992| 49,594| 48,256 46,705| 47,787} 47,976 47,23‘
125 From Canada 63,946 57,863 16,643 13,960 15502] 14,843 15846 12,831] 14,343] 16,081] 15893] 15,091| 13,994 15235| 14,727 13,9C
126 Passenger cars, new and USed ..................... 33,931 30,560 86281 7,058 8706{ 8149| 8520} 6,328| 7563| 8386] 8372| 8279| 7540| 8226 7658| 7,18
127 Trucks, buses, and special purpose vehicles 12,154 11,076 3,106f 2,796| 27437 2,713| 2975 5941 2,7941 3,052) 3,044 2,720 2578| 2923 2,793 2,78
128 Engines and engine parts ........ 4,217 3425 1,256 926 885 847 946 784 8481 111641 1,032 917 812 864 887 8¢
129 Other parts and accessories..... 13,644 12,802| 3,653| 3,180 3,168] 3,134] 3,405 3,125] 3,138 3479 3445| 3,175| 3064| 3222 3,389 3,12
130 From other areas 131,912] 131,837 33,0451 32,332] 34482) 324101 32,755 31,991] 34,6811 32,9111 33,701 33,165| 32,711| 32,552 33.249] 33,32
13 Passenger cars, new and used . 75,266 76,161 18,4921 18467| 20,951y 19,310{ 18,4481 17,904] 20,4991 18,513| 19,372] 19,756| 19,695 18,426 18,692] 19,34
132 Trucks, buses, and special purpose vehicles 6,487 8,166 1,776 1524 1250 1286( 2000} 2513} 2367{ 1,770y 1,541} 1239 1288 1,983| 2536| 2,3
133 Engines and engine parts ........ 10,818 10,003 2738 27704 2643| 25871 2612| 2388| 2506| 2,710} 2814} 26121 2,564 25811 2490 24¢
134 Other parts and accessories..... 39,341 37417| 10,039 9637 9638 9227 9695 9186| 9309| 9918| 9974] 9558 9,647 9,562 9531 9,1¢
135| Consumer goods (nonfood), except automotive ........... | 281581 283,798 67,0741 78,019| 75004| 67.248) 68471] 76,216 71,863| 70,062 71,596 73,196( 72,983 71,638| 70,038] 69,1
136 Consumer nondurable goods, manufactured ............ | 130,435| 135,716( 31,252 37,237 32,748} 32,989] 33,030| 37,372| 32,325 32,528 33,512f 33,924| 34,490 34,500] 33,847 32,87
137 Textile apparel and household goods, except rugs 63,279 62,9901 14,663 18,995{ 15302 15,6201 14,707| 18254 14,409| 15,940 15991 16,176} 16,589 16,084 15373| 14,9
138 Footwear of leather, rubber, and other materials .... 11,376 11,778] 2,795 8,127 2579| 31191 2,885( 3,231| 2543| 2,845} 2,862] 2806| 3,124 2,955 2963[ 2,78
139 Consumer durable 9oods, manufactured ................... 136,311) 134,820| 32,276 36,901 38,648} 30,806) 32,073| 35587| 36,354] 33,743 34,374} 35572} 35197) 33,561 33,047} 33,01
140 Household and kitchen appliances and other :
household goods 56,361 59,026 13,861 15518| 14,842) 13,380| 14,183 15717| 15746 13,945( 14,412 14,629| 14,8531 14,275 14567 153:
141 Toys, shooting, and sporting goods, including !
bicycles 21,730 21,897 44601 6,013] 7,089 4531 4680| 6390f 6296 5133|] 5411 5938 5684 5377] 5686| 5.1¢
142 Television and Video reCeiverS..........e.rrecneceenner 21,044 20,6821 4,736| 5.899{ 6379} 4579] 5007 5283 5813f 5084} 5235| 5768[ 5571| 5331 4.692] 50¢
143 Radio and stereo equipment, including records, !
tapes, and disks 11,187 93791 2792 3.131{ 3017] 1952{ 2229| 2589{ 2,609} 2,883] 2,756| 2,768] 2417| 2307 2,308] 2,3¢
144 Unmanufactured consumer goods (gemstones, :
nursery stock) 14,835 13,262] 3,546 3,881 3608 3453| 3368| 3257 3,184 3,791{ 3710| 3,700| 3,296| 3577| 3,144 3.2
145 ImBorts, n.e.c., and U.S. goods returned ............occcccvenee 51,430 51,3001 12,6651 13,180} 13.250| 124751 13,204 12,420] 13,201[ 12,627 13,136) 13,31 12,688| 13,193 12,5551 12,8t
146 .S. goods returned 31,858 32,796 7,739] 8,196| 8,140 7.744| 82381| 7,907 8764| 7,758| 8,150| 8,00 7771| 8448| 8,083{ 84¢
147 Other products, including balance of payments ;
adjustments not included above (minimum value
shipments and miscellaneous impors)................. 19,572 18,504| 49261 4,984 5110 4731| 48231 4513 4437| 48691 4,986 5031 4917 4745| 4472] 4,3

See footnotes on page 74.
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April 2002 SurvEY OF CURRENT BUSINESS 61
Table 3. Private Services Transactions
[Miliions of dollars]
Not seasonally adjusted Seasonally adjusted
Line 2000 | 2001~ 2000 2001 2000 2001
| W W W ! i e ive | \ I v I e e We
1 {Exports of private services.......... 278,570 270,088 | 656,265| 68,526 73,821| 69,958| 68,306 68,120 70,053| 63,609( 68,509( 70,141 69,675| 70,249) 70,465 69,806) 66,462 63,356
2| Travel (table 1, line 6? 82,0421 72295| 17,892f 21,236 23427{ 19487] 18170 20,155 20105| 13,865| 20448| 20976 20,226 20,392 20,711| 19,835( 17,337| 14,412
3| Passenger fares (table 1, line 7| 20,745| 17.734| 4627] 5237| 5874] 5007| 4648| 4850 4804| 3342| 5013] 5342 5213| 5177 5006) 4.933| 4352 3443
4] Other transportation (table 1,
line 8}. 30,185| 28.292| 7,035( 7615] 7964] 7571} 7085| 7,108] 74151 6,684| 7365 7619| 7593 7.609f 7415( 77113( 7055 6,709
5 Freight 13,236 12,004 3,871 33191 33427 3383] 3093] 3051| 2973] 29771 37234 3297 3372 3333} 3,138] 3,030f 3000 292
6 Port services 16,950{ 16,198 3,848] 4,296| 4,622} 4183) 3992 4,057| 4442 3707 4131 4322 4221 4276| 4277) 4083 4055 3783
7] Royalties and license fees
Ktable1 line 9) 38,0301 38875f 9,099] 92700 9361; 10,300 9304] 9475] 9503] 10593| 9345[ 9525| 9,538| 9624] 9564| 97591 9,683} 9870
8 ffiliated .......... 26,6211 26581) 6324] 6447] 6485; 7365: 63017 6400] 6408 7474 6570 6702] 6662} 6689 6561 6684 6586] 6,751
9 U.S. parents’ receipts .. 244441 237601 5903| 6,044] 5939 6558} 5697 5822] 5804 6437] 6,123 6203] 6,071| 6047 5903 5971 5941 5938
10 U.8. affiliates’ receipts.. 2177y 2821 421 403 546 807 604 578 602 1,037 447 499 591 642 652 713 645 813
1 Unaffiliated 11,409 12204) 2775 28231 2876 2935; 3,003| 3075 3,097} 3119] 2775| 28231 2876] 2935 3,003] 3075 3097 3119
12 Industnal processes 1. 44211 47700 1072] 10950 1118 1,138] 1,159 1481] 1,204| 1,226] 1,072 10957 1116( 1,138 1,158 1,181 1,204 1,226
13 ot h 6,987 7524) 1,702) 1,728) 1,759 1,798| 1843| 1,894 1,893| 1,894 1,702 1,728y 1,759 1,798{ 1,843 1,894 1893 1,894
14
107,568 | 112,892| 27,612y 25,168| 27,195{ 27,593 29,099| 26,532} 28,136 29,125] 26,338 26,679| 27,105| 27447 27,769 28,1661 28,035( 28,922
15 316281 353851 7454 7505| 7,797 8872| 8495 8498F 8495 8971 77241 7738f 7954 8212 8793| 87971 8651 9144
16 19,604 20,644{ 4621 48601 47011 5422 4926| 5032 4947 5739] 4797] 4897| 4894 5016| 51161 5073 5154 5300
17 12,0241 14,7411 2,833 2645| 3,096] 3450 3569] 3466| 3548] 41581 29271 2841| 3,060 3.196| 3677 3.724{ 3497| 3844
18 759401 77,507| 20,158 17,663 19,398] 18,721] 20,604 18,034; 19641| 19,228 18,614 18941[ 19,1511 19,235| 18,976 19,369 19,384{ 19,778
191 Education ........ 10,287 10,9591 4,103| 1,292| 2778} 2114] 4365] 1,377} 2968] 22490 2472 2540 2,608 2668] 2630f 2,707 2787] 2835
20 Financial services 17,0421 14498{ 4224) 4371 43097 41387 3727] 3762| 34181 3591 42247 43711 4309 4,138] 3735 3,737 3426} 3,600
21 Insurance, net ...... 24121 3,209 480 595 671 667 770 796 814 829 480 595 671 667 770 796 814 829
22 Premiums received . 8,8981 9,855] 20470 2,382 2,204) 2375) 2425] 2456| 2478| 2496 20471 2,182 2294y 2375| 2425] 2456 2478 249%
23 Losses paid 6486] 6646) 1568] 1,587 1,624} 1708y 1655| 1660 1,664| 1667| 1568| 1587 1624} 1,708 1655| 1660 1,664| 1667
24 Telecommunications 3843] 4,178 988 963 952 Ly 950 986| 1,107 1,134 988 963 952 941 950 986 1,107] 1,134
25 Business, professional,
% ot gnd tec?fnllc?l dservnces 28,026| 29224] 6,961} 6949] 7018; 7099| 77149| 73167 7379 7380| 6961 6949] 7018] 7098 7149| 7316] 7379] 7380
er unaffiliate
SBIVICES %..cvrramrnrrarnnnne 14331 15438] 3403 3494| 3671 3762 3642| 3797 3,955| 4,044] 3490] 3524 3594f 3722 3741 3827 3871 3999
27 |Imports of private services 200,585( 187,246 43,950| 51,820 55,296 49,519 48,138| 54,667| 41,440| 43,001| 48,055| 49,281| 51,688 51,565( 52,458| 52,207| 38,212 44,372
28| Travel (table 1, line 23)..... 64,537 58921} 13,874 18,320f 18,748| 13,595| 13,675| 18311 16,806| 10,129 16,399 16,123 16,075| 15940| 16,247 16231} 14472 11971
29) Passenger fares (tablel line
20 24197 23407 5296] 6645F 6923 5333] 5434 6988) 6890 40951 5805| 6146 6226| 6,020 6001] 6493 6240] 4673
41,0581 382301 9305| 10,034 10932 10,7871 10,100| 9645] 9519| 8966} 9,693| 10,097] 10,554| 10,718 10,501 96897 9,159 8,884
3 26979| 24981| 6012 6530 7243| 7192 67911 6220 6097) 5873} 6283| 6548 6977y 7171 7,077| 62251 58421 5838
32 14,083 13249 3203{ 3504{ 3683 3595 3309| 3425 3422] 3,093] 3410| 3549| 3577f 3547| 3424] 3464 3317] 3,046
33( Royalties and license fees
{table 1, line 26) .. 16,106 16,399 3520 3644| 4381 4561 4.070| 4.099) 4024} 4206] 3604] 3715 45357 4,253 4,161 4159 41771 3,903
34 ffiliated .| 12470 12851 27171 2807 3,001{ 3645| 3.174| 13,1837 3,139| 3355| 2,801] 2878 3,155| 33371 3265| 3243| 3292| 3,052
35 U.S. parents’ payments... 2184 21186 542 530 542 570 539 550 541 556 542 530 542 570 539 550 541 556
36 US. affiliates” payments | 9986 10:665| 2,475 2277 2459| 3075| 2635] 2633) 2598| 2799| 2259 2348 2613| 2767| 2726( 2693( 2751 249
37 Unaffiliated ..........coon.. 3936 3548 803 837 1,380 916 896 916 885 851 803 837 1,380 916 896 916 885 851
38 Industnal processes 18521 2,037 456 459 464 472 486 501 517 534 456 459 464 472 486 501 517 534
39 Ot h 2,084F 1,51 347 378 916 444 410 415 368 317 347 378 916 444 410 415 368 317
40
54,687 50,289| 11,9551 13177 14,312| 15243 14,859 15624 4.201] 15605| 12,554 13200| 14,298| 14,634 15548| 15635| 4,164 14,941
4 Affiliated services J| 25300| 29484 5704 6041 6333] 7222| 6899) 7520 7475 7890 6201 6.065| 6464| 6568 7.467| 7530 7.305| 7.182
2 U.S. parents’ payments.... | 12,9801 136121 3109f 31381 3205 3528 3130 3496 3,305) 3,681 437 3140 3304| 3,098] 3456 3497( 3419 3240
43 U.S. affiliates’ payments 12320 15:872{ 25595| 2903 3128| 3694 3769 4024] 3870) 4209] 2764] 2925] 3160 3470{ 4011| 4033| 3886 3.942
44 Unaffiliated services L] 293871 20805 62510 7,136 7979 80211 7960| 8104] -2974] 7715] 6353] 7335| 7,834y 8066 8081| 81051 -3141} 7759
45 Education ........ 2140 249 400 525 689 526 466 611 802 618 502 524 544 570 587 612 635 662
46 Financial services 44821 39361 1,103] 11571 1195 1,027] 1,104] 1,085 852 8951 1,03] 1157 1,195¢ 1027 1,104| 1,085 852 895
47 Insurance, net..... 91891 13411 1,234 20581 2,730| 3167] 3,00] 3122 -7913] 3,032| 1234 2058 27300 3167{ 3100 31227 -7913] 3,032
48 Premiums paid 27,9231 32,021] 6304] 6809] 7242 7569) 7791| 7951 080 8199| 6304| 6809 72421 7569] 77911 79511 8080] 8199
49 Losses recovered 18,7341 30,6801 5071 4750f 45121 4401| 4691] 4829| 159931 5167 5071; 4750 45121 4401{ 4,691| 4.829] 15993 5,167
50 Telecommunications 5360] 5002| 1409 3371 1,331] 1,283 1.252] 1217 2831 1,25t 1409 1337 1,331 12831 1252] 1217f 1,283 1,251
51 Business, professional,
and technical services 77761 7574} 1,997 1,949 1,925 1,905 1,936 1,953 1,884 1,800 1,997 1,949 1,925 1,908 1,936 1,953 1,884 1,800
52 Other unaffiliated
SBIVICES .unniveorerrriires 440 456 108 110 109 13 102 116 18 119 108 110 109 13 102 16 118 119
Memoranda:
53 [Balance on goods (table 1, line
FA ) e -452,207 |-426,615 |-99,495 [-108,029 [-124,233 [-120,450 [-103,887 |-103,688 {114,748 |-104,292 |-107,405 |-111,671 |-114,611 |-118,520 |-112,621 {107,758 |-105,541 }-100,695
54 |Balance on pnvate services (line 1
INUS NG 27) eoovrenrrrirrsecrrrens 77,985 82,842] 22,315] 16,706]| 18525( 20,439 20,168 13453| 28613| 20,608| 20454{ 20,860 17,987 18,684 18,007 17,599 28,250 18,984
55 |Balance on goods and private
services alnes 53 and 54) ........ 374,222 |-343,7731-77,180 | -91,323{-105,708 |-100,01t | -83,719; -90,235 ~86,135| -83,684| ~86,951 | -90,811| -96,624] 99,836 | —94,614| 90,159 -77.291| -81,711

See footnotes on page 74.
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62 U.S. International Transactions April 2002

Table 4. Selected U.S. Government Transactions
[Millions of dollars]

Not seasonally adjusted
Line 2000 | 2001~ 2000 2001
| [ i v i n mrs we
A11U.S. Government grants and transactions increasing Govemment assets, fotal .................... 22,0511 15,732| 4,372] 4,665| 4,803 8,212] 3,420| 3,868] 3,928| 4,515
By category
2| Grants, net 16,8501 11,357| 29161 3237| 3652] 7044 2426] 2512| 2888) 3532
3 U.S. Government current grants, net (table 1, line 36, with sign reversed) ..........cooeceevvcenss 16,8211 11,334] 2912| 3232| 3,634| 70431 2419] 2508] 2877 3530
4 Financing military purchases 1 72051 1,799] 1,026 718] 1.248] 4213 326 337 39 745
5 Other grants 9616] 9534| 1.886{ 2514 2386f 2830f 2093 2171 2485] 2,785
6 Cash contributions received from coalition partners for Persian Gulf 0perations........ce. | e b vonvveece | vl e | s ] ] i) e ] e | s
7 Debt forgiveness (table 1, part of fine 39, with sign d) 29 5 5 18 1 8 4 Ah] 2
8| Credits and other long-term assets (table 1, line 47, with sign d) 5177 1,750 1,368| 1,050| 1,009] 1,094 1,330] 1,011] 1,015
9 Capital subscriptions and contributions to international tinancial institutions, excluding MF 1 1,500 10 12 521 9
10 Credits repayable in U.S. dollars 3679 1,409 958 715 §97 573 832 652 688
1 Credits repayable in other than U.S. dollars A ~
12 Other fong-term assets PR . SN S,
13 Foreign currency holdings and short-term assets, net (table 1, line 49 with sign reversed)....... 24 -76 -294 59 101 158 -100 26 30 ~-32
14 Foreign currency holdings (excluding administrative cash holdings), net 5 2 4 -1 L N [N SO 2| ]| e
Receipts from:
15 Sales of agricultural dities
16 Interest
17 Repayments of principal
18 Reverse grants
19 Other
Less currencies disbursed for:
20 Grants and credits in the recipient’s currency
2 Other grants and credits
22 Other U.S. Government expenditures :
23 Assets acquired in performance of U.S. Government guarantee and insurance obiigations,
net -17 40 -220 40 115 49 13 30 29 -32
24 Other assets held under Commodity Gredit Corporation Charter ACt, REL..........eovvcecervecnene (*) ") *) ") " ™) ") ™ (")
25 Assets financing military sales CORTACES, NBL 2 ..........vcvrecesnecrnssenrenonnasnsuessonsassessssscisseons | onesrsees | vvvnnvnene | wesrses | vvvesrsas | veniveae | cvvineeee | v bl iy
26 Other short-term assets (including changes in administrative cash hoidings), net ................ 37 -7 -78 2 -15 110 -113 -5 1
By program
27| Capital subscriptions and contributions to international financial institutions, excluding IMF....| 15001 1,704 343 410 335 412 521 498 359 327
28| Under Agricultural Trade Development and Assistance Act and related programs ...........eceenee 15381 1,406 507 374 343 314 317 298 314 477
29| Under Foreign Assistance Act and related program 15654 9725| 2767} 2756] 3,557 20121 2,931 2,958
30 Under Export-Import Bank Act 14991 1,705 562 246 321 772 93 395
31} Under Commodity Credit Corporation Charter Act 436 31 44 355 27 5 8
321 Under other grant and credit programs.... 1,383} 1276 224 505 234 288
33} Other foreign currency assets acquired (lines A16, A17, and A19) ..................... S 6 2 I3 - 1 2
34| Less foreign currencies used by U.S. Government other than for grants or credits (line A22)... L [T LN (RVOUTY IRV RO O,
35{ Other (including changes in administrative cash holdings), net 37 -117 -78 21 -15 -5
By disposition ®
361 Estimated transactions involving no direct dollar outflow from the United States..................... 16,880 10,648| 3,354 2,471 2574 2728| 3,198
37 Expenditures on U.S. goods 8246] 4193 1261 41 1,290 77| 1312
38 Expenditures on U.S. services *. 4289 3794 1,007 76 67 993| 1,167
39 Financing of military sales contracts by U.S. Government (line C6) .. .1 35641 2,050 757 316 363 866 505
40 By long-term credits, 422 517 67 29 476
41 By short-term credits ! JUUUSIPOON [NRPPPORVOUON [NRPPORORON ERDROVTOUTS SRPOIOT EPOUVOION [P (O
42 By grants * 1,533 690 315 334
43 U.S. Government Prams and credits to repay prior U.S. Government credits 4 .. 68 282 179 24 61 205
44 U.S. Government long- and short-term credits to repay prior U.S. private credits
assets 165 49 7 32 53 10
45 Increase in liabilities associated with U.S. Government grants and transactions increasing
Government assets (including changes in retained accounts) 7 (line C11) .........veccsiesnrenns {*) (") ") [} ™) ") *) *) ") (*)
46 Less receipts on short-term U.S, Government assets (a) financing military sales contracts !
(b) financing repﬁcment of private credits and other assets, and (c) financing
expenditures on U.S. goods 90 22 1 40 12 37| e 2 21
47 Less foreign currencies used by U.S. Government other than for grants or credits (line A22) | (TN IR I 1 KRNI ERROORY ERONAURY SOOI
48| Estimated dollar payments to foréign countries and international financial institutions............. 5172 5084 1,019] 1,465| 1,178 1510 1,273] 1294] 1200
B1 Re&ayments on U.S. Government long-term assets, total (table 1, line 48)...............ccccooc...ee. 4,257 3,801 1,329 855| 1,265 808] 1,015 5701 1,062
2| Receipts of principal on U.S. Government credits 42571 38011 1329 855 1,265 808! 1,015 570) 1,062
3 Under Agricultural Trade Development and Assistance Act and related programs.................. 512 601 174 25 124 189 99 13 173
4 Under Foreign Assistance Act and related prog 1,905 1,658 715 380 586 224 486 251 553
5 Under Export-lmport Bank Act 1,2431 1,188 384 266 498 95 366 270 262
6 Under Commodity Credit Corporation Charter Act 175 218 48 49 49 30 65 37 75
7 Under other credit program: 422 136 8 136 8 21
8! Receipts on other long-term assets ") ()] [N R ISR *)
C1{U.S. Government liabilities other than securities, total, net increase (+) (table 1, line 60) ..... -1,987| -2,482| -474] -1,000| -220] -293| -1,246 -926 119
2| Associated with military sales contracts 2 -1,968] -2478 -469 -990 =213 =297 -1.244 -927 121
3 U.S. Government cash receipts from foreign governments (including principal repayments
on credits financing military sales contracts), net of refunds ......ccccvvvnveesnennccsriins 104941 7307| 2107| 2171| 2444y 3772 1238| 1,872 1747
4 Less U.S. Government receipts from principal repayments. 634 735 174 73 296 91 224 88 261
5 Less U.S. Treasury securities issued in connection with prepayments for military purchases
in the United Sfates 1335 -1,9121 -241| 106 ... 1,682 -806| -289] -B17| ...
6 Plus financing of military sales contracts by U.S. Government 5 (ling A39) ........ccoeevrrcrrenrenns 3,564| 2,050 968( 1,124 316 363 866 505
7 By long-term credits. 422 517 295 27 2 29 476 11
8 BY ShO-EINT CTRAIS T.....covcrnvrvrmsasemsasccesisecssmnesssserssessasessencessonsssssemsissmsessonssssasesssssssacs | ssssereses | wvnsssiase | avosssnse | vonemsnene | wssssine | nrvisenne | corsere | vecvenie | e | e
9 By grants ! . : .. 31431 1,533 673] 1,007 315 334 390 495
10 Less transfers of goods and services (including transfers financed by grants for military
purchases, and by credits) !2 (table 1, line 5? - 14,0601 12,812 3328 3420 3,362 3,048 3023
11} Associated with U.S. Government grants and transactions increasing Government assets
(including changes in retained ts) 7 (line A45) ('g Q *) ") ") )] (‘?
12| Associated with other liabilities ; -1 -7 4 1 -2 -
13 Sales of nuclear material by Department of Energy/U.S. Envichment COTpOration ............ | | v | i | sl il il il bl
14 Sales of space launch and other services by National Aeronautics and Space Administration -6 Q ] 1 2 -2
15 Other sales and miscellaneous operations -12 -2 2 -1 -1

See footnotes on page 74.
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64 U.S. International Transactions April 2002
Table 6. Securities Transactions
[Millions of dollars]
Not seasonaily adjusted
Line) (Credits +; debits -) 2000 2001 » 2000 2001
| ] i} % ) " W e
A1 |Foreign securities, net U.S. purchases (-), (table 1, line 52 or lines 2 + 13 below) }-124,935| -97,661 -24,621( -31,591 -25,525
2| Stocks, net U.S. purchases -99,735 | -110,186 -22,359| -27,309 -18,663
3 New issues in the United States -15,626] 4,583 -1,916) -1142 —432
4 Of which: Western Europe 2,924 DM e | =2645]  <279] e D)
5 Canada -1,665 D =742 e
6 Latin America -1,477 D
7 Transactions in outstanding stocks, net -84,209( -105,602 -20,443| -26,167 -18,231
8 Western Europe -54,216( -57,132 -14,566| -14,017 -9,994
9 Of which: United Kingdom -41,472( -30,036 6,871 -9,568 -11,876
10 Canada -17.972{ ~2,692 6,429 221 328
1 Japan 17,709{ -19,339 16371 -6990 -1,010
12 Other -29,730( -26,439 $ -1,085| -5,381 ~7,555
13{ Bonds, net U.S. purchases -25,200| 12,524 -11,908 6,827| -17,857] -2,262 -4,283 -5,862
14 NeBw issues in the United States -54,273]1 -39,054| -11,187{ -7,811| -22,864] -12,411| -8,325 -12,074
y issuer:
15 Central governments and their agencies and corporations... &D; —6,5001 -2,400| -6,648] ... -3,253 -3,273
16 Other governments and their agencies and corporations ... D JsLilV) S—— -1,000 -245 -59 ~798
17 Private corporations -36,808) -23512| -43371 -5180| -15215] -12,166| 4,613 -8,003
18 International financial institutions 2 -232 [()] J— =231 L || [ =200 (D) (D) e
By area:
19 Western Europe -26,745 (Dg -8721 -3425{ -11,913] -10,535 -350 ~2,455
20 Canada -2,662] -888 ~385 -6151 1,377 ~285 -923 -1,988
21 Japan ~2,000 [() E 41711} (RO ERUTIY IOV RO SN () ORI RS
22 Latin America -17,894| -14,04 -6,070{ -2431{ -8,648 7451 4,763 -3,214
23 Other countries -4,972| -10547| -1,860] -1,340 -926 -846| -2,089 4,417
24 International financial institutions 2 D) =200f (D)} (D} e
25 Rede‘rﬂn)nions of U.S.-held foreign bonds 3 20,886| 33,441 2,364 5,626 5,951 6,945 7422 10,977
26 estern Europe 4,120 9,774 433 491 1,855 1,341 1,372 ,989
27 Canada 6,927 6,240 1,008 3,386 750 1,283 1,571 2,102
28 Other countries 1481 13929 783 853 2,661 3,851 2,622 ,434
29 international financial institutions 2 1,691 3,498 140 396 685 470 1,857 452
30 Other transactions in outstanding bonds, net 3 8,187{ 18,137| -3.085 9,012 -944 3,204 -3,380 6,798 20484] -5,765
31 Western Europe -19,589( -~5883| -8,937 -967] -11,733 2,0481 -11,350{ -4,2491 19331} -9,615
32 Of which: United Kingdom -26,668| -16393| -9385| -~1,124| -13862| -2,297| -~13,836| -10,877{ 18,563] -10,243
33 Canada 652 3,388 =530 -2,034 3,844 -628 -246 4475 ~134 ~707
34 Japan 5,608 1,046 1,834 1,515 1,517 742 840 3,866 -689| -2,971
35 Other 21,516 19,586 4,548 10,498 5,428 1,042 7,376 2,706 1,976 7.528
B1]U.8. securities, excluding Treasury securities and transactions of foreign official
agencies, net foreign purchases (+), (1able 1, line 66 or lines 2 + 10 below)....... 485,644 498,433 136,208 94,400 128,393 126,643 148,800 140,512( 82,777 126,335
2{ Stocks, net foreign purchases 192,741 127,223 66,045 33,619| 63,825] 39,252] 41,120 40,602] 12,440| 33,061
By area:
3 Western Europe. 181,2631 86,758] 62,150| 40847| 44,382{ 33,884| 33615 22417 8328] 22,398
4 Of which: Germany 31,600 ,316] 15,542 9,297 3,64 ,112 3,738 1,331 1,070 2,177
5 Switzerland 11,727 347 753 ,268 3,548 -842 2,047 8601 -1.064 1,504
[ United Kingdom 71,8101 37,3721 13515 15668 24,430f 18,197) 11,164 8,757 9,155 8,296
7 Canada 6901 11,440 1,730 1,146 604 4,210 4,382 2871 1,837 2,350
8 Japan 2,018 760 53441 -1,072 3,540 4,894 826 4123 195 1,616
9 Other 1,770 21,265 7509 -7,302 5299 ~3,736 2,297) 11,191 1,080 6,697
10| Corporate and other bonds, net foreign purchases 292,903| 371,210f 70,163 60,781 74,568{ 87,391 107,689 99,9101 70,337 93,274
By'ypeg .
11 ew issues sold abroad by U.S. corporations 64,965 63,113] 13,560 17,759 23,788 9,858{ 17,694] 18,008| 13,185{ 14,226
12 U.S. federally sponsored agency bonds, net 111,830 144,278 26,010 18,998 8,589 38,233 38,663| 29357 33,065{ 43,193
13 Other outstanding bonds, net 116,108| 163,819] 30,593 24,024] 22191 39,300 51,332| 52,545| 24,087| 35855
By area:
14 yWeSuam Europe 167,375] 202,019] 44,702 33,049 424207 47,2041 63216| 57,689 33533] 47581
15 Of which: Germany 3,100 10,772 190 1,222 837 851 ,330 2,838 1,265 3,339
16 Switzerland 2,883 5,707 759 565 1,060 499 2,683 1,679 768 577
17 United Kingdom 141,330] 164,831{ 40,053] 27,080{ 358501 38,347| 50241| 47357)] 29,058] 38,175
18 Canada 10,890 3,977 ,368 2,147 ,094 2,281 890 2321] -1552 2,318
19 Jaﬁan 38,896| 34,161 4217 8,030 12,584 14,065 7402 5,060 6,164} 15535
20 Other countries 75794| 130517] 17,9870 17552| 16,285} 23970 36,032 34,761] 320361 27,688
21 International financial institutions 2 -52 536 -111 3 185 -129 149 79 156 152
Memoranda:
Other foreign transactions in marketable, long-term U.S. securities included
elsewhere in international transactions accounts:
Foreign official assets in the United States (lines in table 9):
1] U.S. Treasury marketable bonds (line Ad) -6,302 9,989 7977 3586] -6,816F -11,049 31421 -4,870 2,151 9,566
2] Other U.S. Government securities (line A8) 40,909 20,920 8,107} 10,3341 14,272 8,196 3574 9,932 -216 7,630
3] U.S. corporate and other bonds (part of ling A14) 2,019 755 423 491 422 683 1,033 567 623 1,532
4] U.S. stocks {part of line A14) 1,108 ,964 508 43 -110 297 -30 461 1,358 175
§ |Other foreign transactions in U.S. Treasury bonds and notes (table 9, line B4) ............ -48,025 7,1901 -9871| -14,1491 -7,984} -16,021 ~404| -9,3891 -11,391| 28,374
See footnotes on page 74.
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April 2002 SURVEY OF CURRENT BUSINESS 65
Table 7. Claims on and Liabilities to Unaffiliated Foreigners Reported by U.S. Nonbanking Concerns
[Millions of dollars]
o bt . us t Not seasonally adjusted Amotunbs
f redits +; increase in U.S. liabilities or decrease in U,S. assets. outstand-
Line ebits —; decrease in U.S. Habilities or increase in U.S. assets.) 2000 | 2001¢ 2000 2001 ing Dec.
| 1 I v \ i we | we | 200
A1 |Claims, total (table 1, line 53) -163,846| -76,067| -75,256) -29,491| -14,585| —44,514] -61,011| 22,232 -40,361 3,073| 894,127
2| Financial claims -162,372| -79,099| -75228| -29,539| -14,509 -43,096| ~63,154] 23362) -42,380 3,073] 860,013
3 Denominated in U.S. dollars -144302| -75,141; -65779| -31,065] -—4,435] -43,023] -50,591 22,7211 -50,344 073] 749,060
4 Denominated in fOreign CUITENCIES ......vvvveereerrcsrmsmsesessrsssenns -18,070| -3,958} ~9,449 1,526 ~10,074 -73] ~12,563 641 7,964 110,953
5 By type: Deposits 2 ] -1333711 -72418} -52,929| -31,470 -413| 48,559 -36,213| 22,617 -32,046{ -26,776| 647,429
6 Financial intermediaries’ account -28,3391 -2,531) -22,206 2,890 -15,487 6,464 -~21,594 154| -10,9401 29,849 188422
7 Other claims 2° -662| —4,150 -93 -959 1,391 -1,001 -5,347 591 [S10]51 [R— 24,162
8 By area: industrial countries ¢ ~-81,002] -86,624| -~36427{ -14,181]| -33,171 2,777) ~64,927 6470 -31,239 3,072 530444
9 Of which: United Kingaont .........ccovmrmeerecrsecsnsioransens -49,637| -73645| -28,402| -11,824| -6,602 -2,809] -52,990 3,355 591
10 Canada -2,449 693 273 206] -3,559 -369 ,496 147
11 Caribbean banki