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GDP and the Economy: Final Estimates for the Fourth Quarter of 2005
Real GDP increased 1.7 percent after increasing 4.1 percent, reflecting increases in inventory

investment and consumer spending. Real disposable personal income increased 6.7 percent after
decreasing 1.4 percent. Corporate profits increased $185.8 billion after decreasing $54.4 billion.

Government Receipts and Expenditures: Estimates for the Fourth Quarter of
2005

Net government saving increased $115.5 billion to —$298.8 billion, reflecting an upturn in receipts
and an acceleration in expenditures. Net Federal Government saving increased $119.3 billion to
—$288.6 billion. Net state and local government saving decreased $3.8 billion to —$10.2 billion.

9 Real Inventories, Sales, and Ratios: Fourth Quarter of 2005

The estimates, including estimates of inventories for manufacturing by stage of fabrication, have
been updated.

12 U.S. International Transactions: Fourth Quarter of 2005

The U.S. current-account deficit increased $39.5 billion to $224.9 billion, mostly as a result of an
increase in net outflows for unilateral current transfers and an increase in the deficit on goods. In
the financial account, net recorded financial inflows decreased $18.8 billion to $235.0 billion.

22 U.S. International Transactions in 2005
The U.S. current-account deficit increased $136.8 billion to $804.9 billion, mainly reflecting an

increase in the deficit on goods. In the financial account, net recorded financial inflows increased
$216.4 billion to $801.0 billion.
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70 BEA Regional Program Outreach in 2006

BEA’s regional economic accounts provide detailed estimates of gross state product and personal
income for states, counties, and metropolitan areas. To help users better understand and use these
accounts, BEA participates in various conferences and workshops around the country.

71  State Personal Income: Fourth Quarter of 2005 and Per Capita Income for 2005

Personal income for the Nation grew 2.3 percent, reflecting a rebound in several states from
dramatic hurricane-related declines in the third quarter. Per capita personal income slowed,
increasing 4.6 percent after increasing 5.0 percent.

D-1 BEA Current and Historical Data

iiii Director’s Message

iv Taking Account

BEA Web Site and BEA Contacts (inside back cover)

Schedule of Upcoming News Releases (back cover)

Looking Ahead . . .

Annual Industry Accounts. Advance estimates for 2005 will be published in the
May Survey.

Annual Revision of Local Area Personal Income. Estimates of personal income
for states, counties, and metropolitan areas for 2002-2005 will also be published
in the May Survey.
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In this issue of the survey, the “final” estimates of gross domestic
product (GDP) for the fourth quarter of 2005 are detailed in our
“GDP and the Economy” article, which is published in the up-
dated, user-friendly format that debuted last month. A compan-
ion article, “Government Receipts and Expenditures,” debuts this
month in the same format.

This month’s issue also includes an article presenting estimates
of state personal income for the fourth quarter of 2005 and for
the entire year. The latest estimates show a notable rebound in in-
come after the hurricane-related declines in the previous quarter.
Other articles present the most recent international transactions
estimates for the fourth quarter of 2005 and for the entire year.

In addition, the “Taking Account” feature on the next page
discusses some recent enhancements to our Web site, including
an upgraded Frequently Asked Questions service.

Finally, on an administrative note, the Bureau of Economic
Analysis has completed its most recent 5-year Strategic Plan. We
have posted it on our Web site for public review. We have also
posted a report card for 2005 that discusses our successes in
meeting the roughly 200 milestones listed in the Strategic Plan.
Both items are available at <www.bea.gov/bea/about/Direc-
tor.htm>.

As always, we welcome your input and suggestions.

Director, Bureau of Economic Analysis

h
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Taking Account...

Economists Study How Car-
makers Respond to Shocks
How do the Big Three automak-
ers respond to large, short-term
demand shocks?

They have several options.
They can increase or decrease
sales by changing prices, usually
in the form of dealer and cus-
tomer incentives. They can alter
labor inputs through layoffs and
overtime. They can allow inven-
tories to increase or decrease. Or
they can engage in some combi-
nation of these options.

According to a recent working
paper by BEA economist Adam
Copeland and Yale University
economist George Hall, sales
typically respond immediately.
Prices respond gradually, with the
size of the response depending in
large part on the initial level of
demand and inventories.

Production also responds, but
only after a delay. The production
responses tend to be much larger
than the corresponding price re-
sponse.

These results stand in contrast
to other academic analyses of the
automobile industry, which tend
to focus on either production or
price adjustment, assuming the
other variable is fixed.

Copeland and Hall’s study re-
lied on weekly plant-level data on
production schedules and output
with monthly data on sales and
transaction prices.

Two recent demand shocks

were explored: The Ford Ex-
plorer/Firestone tire recall in
2000 and the September 11 ter-
rorist attacks.

The working paper is available
at <www.bea.gov> by clicking
on “Papers and Working Papers.”

New Comparison of BEA
and Fed Saving Measures

Both BEA and the Federal Re-
serve Board publish widely
watched measures of personal
saving.

BEA measures personal saving
as the amount remaining from
disposable personal income af-
ter personal outlays and taxes.
Consumers can use this amount
to acquire financial assets such as
bank deposits and mutual funds,
to use toward acquiring a home,
or to reduce liabilities by repay-
ing principal on mortgages or
consumer debt.

The Federal Reserve Board’s
personal saving measure from
the flow of fund accounts is con-
ceptually consistent with BEA’s.
It measures personal saving as
the difference between the sum
of net purchases of financial as-
sets and net investment in tangi-
ble assets, minus increases in
personal liabilities, such as mort-
gage and other consumer debt.

As a service to its users, BEA
provides an interactive table on
its Web site that compares these
two measures. This new feature
also allows users to download

data on saving.

View the comparison at
<www.bea.gov/bea/dn/nipaweb/
Nipa-Frb.asp>.

BEA Launches New FAQ
Database on Web Site

BEA recently launched a new
Frequently Asked Questions
(FAQ) database on its Web site.

With this feature, users can
quickly find answers to com-
monly asked questions about
BEAs data as well as submit
ideas for new questions.

Currently, the database in-
cludes 176 items that explore a
variety of issues, such as how di-
sasters affect personal income,
profits, gross domestic income,
foreign transactions, and the
current-account balance; how to
obtain pre-1929 income data;
how the NIPA tables are orga-
nized; and when the next bench-
mark input-output tables will be
available.

Users can browse the FAQs in
several ways, including one that
provides the current “most pop-
ular answers.” Or they can de-
sign specific searches by text
phrases or by category (includ-
ing each of BEA’s accounts and
hurricane-related items).

More questions will regularly
be added to this service.

To access the FAQs from the
BEA home page, click on “BEA
Launches New FAQ Database” in
the Spotlight section.
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GDP and the Economy

Final Estimates for the Fourth Quarter of 2005

EAL gross domestic product (GDP) increased 1.7

percent in the fourth quarter of 2005 after increas-
ing 4.1 percent in the third quarter, according to the
“final” estimates of the national income and product
accounts (NIPAs) (table 1 and chart 1).! The final esti-
mate of real GDP growth was 0.1 percentage point
more than the “preliminary” estimate released in Feb-
ruary; it reflected an upward revision to inventory in-
vestment (page 3).

The deceleration in real GDP growth reflected a de-
celeration in consumer spending, an acceleration in
imports, a downturn in Federal Government spend-
ing, and decelerations in equipment and software and
in residential fixed investment.

e Corporate profits increased $185.8 billion (14.4 per-
cent at a quarterly rate) in the fourth quarter after
decreasing $54.4 billion (4.0 percent) in the third
quarter (page 4).

e Prices of goods and services bought by U.S. resi-
dents increased 3.7 percent, 0.1 percentage point
more than the preliminary estimate. In the third
quarter, prices increased 4.2 percent. Energy prices
decelerated, and food prices accelerated. Excluding
food and energy, gross domestic purchases prices
increased 3.2 percent after increasing 2.5 percent.

e Real disposable personal income (DPI) increased
6.7 percent, 0.4 percentage point less than in the
preliminary estimate. Real DPI decreased 1.4 per-
cent in the third quarter.

eReal gross national product (GNP) increased 0.7
percent after increasing 4.4 percent.” The fourth-
quarter increase is 1.0 percentage point less than the
increase in real GDP, reflecting a decrease in net
receipts of income from the rest of the world.

1. Three sequential GDP estimates for each quarter are prepared:
Advance, preliminary, and final estimates. Each incorporates more compre-
hensive and improved source data. Quarterly estimates in the NIPAs are
expressed at seasonally adjusted annual rates, unless otherwise specified.
Quarter-to-quarter dollar changes are differences between these published
estimates, More information can be found on BEAs Web site at
<www.bea.gov/bea/about/infoqual.htm> and at <www.bea.gov/bea/faq/
national/gdp_accuracy.htm>.

2. GNP is a measure of the goods and services produced by labor and
property supplied by U.S. residents, regardless of their location. In contrast,
GDP is a measure of the goods and services produced by labor and property
in the United States, regardless of nationality. GNP equals GDP plus income
receipts from the rest of the world minus income payments to the rest of the
world.

Christopher Swann prepared this article.

Chart 1. GDP, Prices, Disposable Personal Income (DPI)
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Real GDP Overview

Table 1. Real Gross Domestic Product and Components
[Seasonally adjusted at annual rates]

Share of
Change from Contribution to percent  current-
preceding period change in real GDP dollar
(percent) (percentage points) GDP
(percent)
2005 2005 2005
11 [l v | I I % v
Gross domestic product 38 33 41 17 3.8 33 41 17 100.0
Personal consumption
expenditures.... 35 34 41 09 244 235 285 062 69.9
Durable goods.. 26 79 93-16.6 022 064 076 -1.47 7.8
Nondurable goods. 53 3 35 50 107 074 073 102 20.7
Services 28 23 33 26 115 097 136 108 414
Gross private domestic
investment 86 -3.7 53 161 142 -0.63 087 254 17.3
Fixed investment... 70 Q5 80 3Q 112 151 131 065 17.0
Nonresidential... 57 88 85 45 058 090 088 048 108
Structures .. =20 27 22 31 -0.05 007 006 0.09 28
Equipment and software 83 109 106 50 064 083 08 039 8.0
Residential..........ocoueevninnens 95 108 73 28 054 062 043 017 6.2
Change in private inventories.... 029 -2.14 -043 189 0.3
Net exports of goods and
services -0.40 111 -0.12 -1.36 -6.2
25 51 074 107 026 052 10.5
32 80 037 108 023 056 73
10 -14 037 -0.01 0.03 -0.05 32
3 24 121 -114 0.04 -0.38 -1.88 16.7
2 -1 35 135 -1.05 015 -0.46 -1.76 141
Services... 37 44 -32 48 -010 -011 0.09 -0.12 2.6
Government consumption
expenditures and gross
investment.. 19 25 29 -0.8 035 047 054 -0.15 19.0
Federal......... 24 24 74 -26 0.1/ 017 052 -0.18 7.0
National defense... 30 37 100 -89 014 017 046 -0.44 4.6
Nondefense....... 11 -0?7 ?4 17 003 001 006 026 2.3
State and 10Cal.......cccoocerrrrrrrrenns 1fi n? 0? 019 031 003 003 12.0
Addenda:
Final sales of domestic product 3.5 56 46 -0.2 351 545 458 -0.24
Gross domestic purchases pric
33 4?2 37
GDP price index.... 31 26 33 35

Growth in consumer spending fell to 0.9 percent from
4.1 percent, contributing 0.62 percentage point to real
GDP compared with 2.85 percentage points. Spending
for durable goods, mainly motor vehicles and parts,
turned down. Spending for nondurable goods acceler-
ated, reflecting an acceleration in spending for cloth-
ing and shoes and an upturn in spending for gasoline,
fuel oil, and other energy goods.

Fixed investment decelerated. Investment in equip-
ment and software decelerated, reflecting downturns
in investment in transportation equipment and in
“other” information processing equipment.

Inventory investment turned up and contributed 1.89
percentage points to real GDP growth after subtract-
ing 0.43 percentage point. Inventory investment of re-
tail automobile dealers, other retail stores, and
nondurable-goods manufacturing turned up.

Goods exports accelerated partly because of an accel-
eration in nonautomotive capital goods, which in turn
reflected an acceleration in “other” nonautomotive
capital goods and an upturn in civilian aircraft, en-
gines, and parts.

Real imports accelerated, subtracting 1.88 percentage
points from GDP growth after subtracting 0.38 per-
centage point. Goods imports accelerated; petroleum
and products, nonpetroleum industrial supplies, and
nonautomotive consumer goods all turned up.

Federal Government spending decreased 2.6 percent
after increasing 7.4 percent, reflecting a downturn in
defense spending. Nondefense spending accelerated.

Note. Percent changes are from NIPA table 1.1.1, and contributions to percent change are from NIPA

table 1.1.2. Shares are from NIPA table 1.1.10.

Real final sales of domestic product—real GDP less
the change in private inventories—turned down.

Measuring Saving

The gross saving rate (saving from all sources as a percent-
age of gross national income) was 13.6 percent in the fourth
quarter, unchanged from the third quarter.

Net saving, which excludes the consumption of fixed cap-
ital, is ameasure of the saving that is available for augment-
ing the stock of fixed assets. The net saving rate was 1.7
percent in the fourth quarter, compared with -1.2 percent
in the third quarter. The negative saving rate in the third
quarter reflected the destruction of assets from the hurri-
canes.

Personal saving is defined as disposable personal income
less consumer spending, interest paid by persons, and per-
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sonal transfer payments to the rest of the world. The per-
sonal saving rate, which measures personal saving as a
percentage of disposable personal income, was -0.2 percent
in the fourth quarter. The rate has been negative for the last
three quarters and has been declining steadily since the
1980s.

For more information, see Marshall Reinsdorf, “Saving,
Wealth, Investment, and the Current-Account Deficit,” Sur-
ey of Current Business 85 (April 2005): 3. Compare per-
sonal saving in the NIPAs with personal saving in the
Federal Reserve Boards flow of funds accounts at
<www.bea.gov/bea/dn/nipaweb/Nipa-Frb.asp>.
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Revisions to GDP

Table 2. Final and Preliminary Estimates for the Fourth Quarter of 2005
[Seasonally adjusted at annual rates]

Percent change from  Contribution to percent
preceding quarter  change in real GDP
i Final i Final
. Prelim- minus — . Prelim- minus
Final inary - prelim- Final inary  prelim-
inary inary
Gross domestic product (GDP).. 1.7 16 01 17 1.6 0.1
Personal consumption expenditures 0.9 12 -0.3 062 081 -0.19
Durable goods -16.6 -16.6 0.0 -1.47 -1.47 0.00
Nondurable goods 50 51 -01 102 104 -0.02
Services 26 30 -04 108 124 -0.16"
Gross private domestic investment.. 161  14.8 13 254 235 0.9
Fixed investment... 39 44 -05 065 073 -0.08
Nonresidential... 45 54 -09 048 057 -0.09
Structures...... 31 33 .02 009 009 0.00
Equipment and software. . 5.0 62 .12 039 048 -0.09
Residential.........coo.veerienrierinnns 28 26 02 017 016 001
hange in prr 162 0.27-
-1.36  -1.40  0.04
51 57 .06 052 058 -0.06
80 77 03 056 054 0.02
-1.4 12 .26 -0.05 004 -0.09
21 128 -0.7 -183 -1.98 0.10
135 140 -0.5-1.76 -1.82 0.06
48 63 -15-.012 -0.16 004
Government consumption expenditures and gross
INVEStMENt. .. -08 -0.7 -01 -0.15 -0.13 -0.02
Federal.........ccooconns -26 .26 00-0.18 -0.18 0.00
National defense -89 -9.0 01 -0.44 -0.44  0.00
Nondefense....... 117 119 -0.2 026 026 0.00
State and local 0.2 04 -0.2 003 005 -0.02
Addenda:
Final sales of domestic product. 0.2 .02 -0.24 001 -0.25
Gross domestic purchases price index... 37 0.1
GDP price index 35 0.2

Consumer spending on services was revised down, re-
flecting newly available Energy Information Adminis-
tration data on electricity sales for December and
newly available Securities and Exchange Commission
data on brokerage commissions for the fourth quarter.

Inventory investment was revised up, reflecting re-
vised Census Bureau data for December on manufac-
turing and trade inventories and newly available
Energy Information Administration data on utility in-
ventories for November and December.

Source Data for the Final Estimates

The final estimates of gross domestic product for the fourth
quarter incorporated the following source data.

Personal consumption expenditures: Retail sales for
December (revised). Electricity and natural gas sales to res-
idential consumers for December (new).

Nonresidential fixed investment: Construction put-in-
place data for November and December (revised) and man-
ufacturers’ shipments of machinery and equipment for
December (revised).

Residential investment: Construction put-in-place data
for November and December (revised).

Change in private inventories: Manufacturers and trade
inventories for December (revised). Coal and petroleum
stocks of electric utilities for November (new) and net addi-
tion of natural gas for December (new).

Exports and imports of goods and services: International
transactions accounts for October through December
(revised).

Government consumption expenditures and gross invest-
ment: State and local government construction put-in-place
data for November and December (revised).

Wages, salaries, and compensation: Employment, average
hourly earnings, and average weekly hours for December
(revised) and data on employer costs for employee com-
pensation for the fourth quarter (new).

GDP prices: Export and import prices for October
through December (revised), unit value index for petro-
leum imports for October through December (revised),
and prices of single-family houses under construction for
the fourth quarter (revised).
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Corporate Profits

Table 3. Corporate Profits
[Seasonally adjusted]

Billions of dollars (annual rate)

preceding quarter

Change from (quarterly rate)

Level preceding quarter

2005 2005 2005

Current production

measures:
Corporate profitS.........cce..... 14789 687 593 -544
Domestic industries . 12703 539 555 -80.4

1858 56 46 -4.0
2004 52 51 -7.0

Financial........ . 3837 360 -269 -71.9 1049 106 -7.1 -205
Nonfinancial.............c..... 8866 178 825 -85 95 25 115 .11
Rest of the world............... 2086 149 37 259 -145 83 19 131
Receipts from the rest of
the world.......cccocce 356.6 -19.1 147 101 183 57 47 31

Less: Payments to the

rest of the world......... 1480 -33.9 109 -159 329 -220 91 -121

Less: Taxes on corporate
13o0]1 1T 4171 69.6 99 -122 568 237 27 -33

1,061.8 -08 494 -422 1290 -o01 53 -43

Equals: Profits after tax....... .
5354 -944 114 138 153 -160 23 27

Net dividends......c..........

Undistributed profits from

current production....... 5264 935 380 -56.1 1138 277 - 120

1,3680 954 417 440 431 83 34 34

Note. Levels of these and other profits series are shown in NIPA tables 1.12,1.14,1.15, and 6.16D.

Percent change from

Corporate profits increased 14.4 percent in the fourth
quarter after decreasing 4.0 percent in the third quar-
ter. Fourth-quarter profits were reduced by $22.9 bil-
lion because of Hurricane Wilma. Third-quarter
profits were reduced by $165.3 billion because of Hur-
ricanes Katrina and Rita. BEA adjustments were based
on the net benefits paid by domestic insurance com-
panies and the uninsured losses of corporate property.

Profits of financial corporations increased 37.6 per-
cent after decreasing 20.5 percent.

Profits of nonfinancial corporations increased 12.1
percent after decreasing 1.1 percent.

Taxes on corporate income increased 15.8 percent af-
ter decreasing 3.3 percent.

After-tax profits increased 13.8 percent after decreas-
ing 4.3 percent.

Undistributed corporate profits (a measure of net sav-
ing that equals after-tax profits less dividends) in-
creased 27.6 percent after decreasing 12.0 percent.

Net cash flow from current production, a profits-re-
lated measure of internally generated funds available
for investment, increased $43.1 billion (3.3 percent) in
the fourth quarter after increasing $44.0 billion (3.4

percent) in the third quarter.

Measuring Corporate Profits

Corporate profits is a widely followed economic indicator
used to gauge corporate health, assess investment condi-
tions, and analyze the effect on corporations of economic
policies and conditions. In addition, corporate profits is
an important component in key measures of income.

BEA's measure of corporate profits aims to capture the
income earned by corporations from current production
in a manner that is fully consistent with the national
income and product accounts (NIPAs). The measure is
defined as receipts arising from current production less
associated expenses. Receipts exclude income in the form
of dividends and capital gains, and expenses exclude bad
debts, natural resource depletion, and capital losses.

Because direct estimates of NIPA-consistent corporate
profits are unavailable, BEA derives these estimates. It does
this in three steps.

First, BEA measures profits before taxes to reflect corpo-
rate income regardless of any redistributions of income
through taxes. This measure is partly based on tax return
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information from the Internal Revenue Service; BEA uses
tax accounting measures as a source of information on
profits for two reasons: They are based on well-specified
accounting definitions, and they are comprehensive, cover-
ing all incorporated businesses—publicly traded and pri-
vately held—in all industries. BEA also uses other sources
of information to estimate pretax profits, including infor-
mation from the Census Bureau.

Second, to remove the effects of price changes on inven-
tories valued at historical cost and of tax accounting for
inventory withdrawals, BEA adds an inventory valuation
adjustment (IVA) that values inventories at current cost.

Third, to remove the effects of tax accounting on depre-
ciation, BEA adds a capital consumption adjustment
(CCAd)). CCAdj is defined as the difference between con-
sumption of fixed capital (the decline in the value of the
stock of assets due to wear and tear, obsolescence, acciden-
tal damage, and aging) and capital consumption allow-
ances (tax return depreciation).
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Corporate Profits by Industry

Table 4. Corporate Profits by Industry
[Seasonally adjusted]

Billions of dollars (annual rate)
ding quarter
Change from prece
Level preceding quarter (quarterly rate)
2005 2005 2005
[\ | I 1l I\ 1 I Il

Industry profits:
Profits IVA
Domestic industries..
Financial..
Nonfinancial..
Utilities.......

1.529.7 259.5 541 -28.2 1646 240 40 -2.0
13211 2446 504 -541 1791 272 44 45
3827 578 -27.7 -70.8 1040 181 -7.4 -20.3
9383 1868 781 167 750 321 102 20
396 96 27 -67 199 683 114 -255

Manufacturing 2383 155 345 139 197 100 203 638
Wholesale trade.......... 100.6 145 167 -2.7 52 217 205 -2.7
Retail trade...........o...... 1304 169 45 78 135 194 4.2 72
Transportation and
warehousing............ 21 212 50 bO -3.8
540 257 68 -3.3 38
Other nonfinancial........ 3464 833 80 27 168 354 25 08
Rest of the world............... 2086 149 37 259 -145 83 19 131
Addenda:
Profits before tax (without IVA
and CCAd)).. 2542 339 -196 1775 226 25 -14

Profits after tax
and CCAdj).. 11530 1846 240 -7.4 1207 222 24 -0.7
IVA...... -404 53 202 -8.6 -12.9

CCAd;. -50.7  190.8 52 -263 214

Note. Levels of these and other profits series are shown in NIPA tables 1.12,1.14,1.15, and 6.16D.
IVA Inventory valuation adjustment
CCAdj Capital consumption adjustment

Percent change from Industry profits with IVA increased $164.6 billion af-

ter decreasing $28.2 billion (chart 2). The increase in
industry profits is smaller than the increase in profits
from current production; profits from current pro-

v duction include the estimates of CCAdj, which in-
creased $21.4 billion in the fourth quarter after

21 decreasing $26.3 billion in the third.

15.7

373 Profits for domestic financial industries increased
103:2 $104.0 billion after decreasing $70.8 billion.

9.0

1?3 Profits for domestic nonfinancial corporate profits in-

creased $75.0 billion after increasing $16.7 billion.

51
-6.5

127
117

Chart 2. Corporate Profits With Inventory Valuation Adjustment: Change From 2005:11l to 2005:1V

Billions of dollars

Domestic Nonfinancial

1. Includes warehousing.
2.“Other" nonfinancial corporations include the agriculture, mining, construction, and services industries.
Note. Based on seasonally adjusted estimates.

U.S. Bureau of Economic Analysis

Corporate Profits by Industry

Industry profits are corporate profits by industry with
inventory valuation adjustment (IVA). The IVA removes
the effect of prices on inventories. The IVA s the difference
between the cost of inventory withdrawals at acquisition
cost and replacement cost. Ideally, BEA would also add the
capital consumption adjustment (CCAdj) for each indus-
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try. However, estimates of the CCAdj are only available for
two broad categories: Total financial industries and total
nonfinancial industries. For more information about BEA'S
methodology, see “Corporate Profits: Profits Before Tax,
Profits Tax Liability, and Dividends” at <www.bea.gov/bea/
mp_national.htm>.
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Government Receipts and Expenditures
Estimates for the Fourth Quarter of 2005

N ET government saving, the difference between Chart 1. Government Fiscal Position
current receipts and eXpendltures of the Federal Current Receipts, Current Expenditures, and Net Government Saving

Government and state and local governments, was Billions of dollars
-$298.8 billion in the fourth quarter of 2005, increas-
ing $115.5 billion from -$414.3 billion in the third
quarter.1l
Net Federal Government saving was -$288.6 billion
in the fourth quarter, increasing $119.3 billion from
-$407.9 billion in the third quarter. Current receipts
turned up, and current expenditures accelerated.
Net state and local government saving was -$10.2
billion in the fourth quarter of 2005, decreasing $3.8
billion from -$6.4 billion in the third quarter (see page Net Saving
8). Current receipts turned up, and current expendi- Blllions of doliars
tures accelerated.

Net borrowing was $460.9 billion in the fourth ° u = EEE
quarter, decreasing $93.8 billion from $554.7 billion in -100
the third quarter.2 Federal Government net borrowing -200 Iml
was $344.0 billion in the fourth quarter, decreasing 2300

$111.6 billion from $455.6 billion in the third quarter.

X -400
State and local government net borrowing was $116.9 500 | Federal = State and local
billion in the fourth quarter, increasing 17.8 billion
illi i i 600 J__I L L
from $99.1 billion in the third quarter. 3002 2003 2004 3005
Total Receipts, Total Expenditures, and Net Lending or Borrowing
1. Net government saving appears in NIPA tables 3.1-3.3. Billions of dollars
2. “Net lending or net borrowing” is an alternative measure of the govern-
ment fiscal position. It measures the financing requirement of the govern-
ment sector. It is derived as net government saving plus the consumption of
fixed capital and “capital transfers received (net)” less gross investment and
net purchases of nonproduced assets.
Table 1. Net Government Saving, and Net Lending or Net Borrowing
[Billions of dollars, seasonally adjusted at annual rates]
Level  Change from preceding quarter
2005 2005
v | I M v Billions of dollars
100
Current reCeipts......cocouweeerevenerivnnnns 36812 1756 671 -78.3 1952
Current expenditures 3,979.9 989 522 601 79.5
Net government saving... -298.8 768 148 -138.2 1155
Federal.... -288.6 733 1.0 -110.6 1193
State and local p -10.2 34 139 -27.7 -3.8
Net lending or net borrowing (-).... -460.9 619 184 -122.0 93.8
Federal -344.0 60.8 8.7 -106.9 1116
State and local -116.9 1.2 96 -151 -17.8
-600
2002 2003 2004 2005
Note. All estimates seas_ona\ly adjusted at annual rates.
Andrew E. Vargo prepared this article. US. Bureau of Economic Analysis
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Survey of Current Business

Federal Government

Table 2. Federal Government Current Receipts and Expenditures
[Billions of dollars, seasonally adjusted at annual rates]

The acceleration in current tax receipts reflected an

Level Change from preceding quarter
2005 2005 upturn in corporate profits taxes.
\Y I I I \Y .
Taxes on corporate income turned up as a result of the
CUITENt reCEIPLS.uvvvvrrrnrrrrrsnssorsen 23214 1420 313 721 1656 rebound in corporate profits after Hurricanes Katrina
Current tax receipts 1,408.1 1238 26.7 114 64.9 and Rita in the third quarter.
Personal current taxes.. . 962.3 68.6 16.0 20.7 173
Taxes on production and imports......... o6 03 29 08 01 The upturn in current transfer receipts was attribut-
Taxes on corporate iNCOMe.........coc.uen. 338.0 56.4 91 -101 473 abl . | id by th . |
Taxes from the rest of the world............. 10.2 -1.5 -1.2 15 0.2 e to Insurance settlements _pal y the Nationa
Contributions for government socia Flood Insurance Program, which showed a smaller
insurance 8635 177 40 103 81 payment in the fourth quarter ($0.8 billion for dam-
Income receipts on assets 227 08 13 15 01 ages by Hurricane Wilma) than in the third quarter
Current fransfer receiptS............vww 33 04 02 916 927 ($92.4 billion for damages by Hurricanes Katrina and
Current surplus of government enterprises 4.1 -0.6 -0.7 -0.7 0.2 Rita).
Current expenditures 68.7 30.3 385 46.3 . . .
expenct The downturn in consumption expenditures was at-
Consumption expenditures.. 245 3.2 20.1 -9.8 A . . .
National defense..... 188 34 163 -146 tributable to lower defense spending for intermediate
Nondefense 56  -0.2 38 48 goods and services.
Current transfer payments 39.7 12 145 32.6
G‘}‘;eg';'r“;”;ss"c'a' benefis.. ggg 12; 122 ﬁf Grants-in-aid turned up, reflecting increased grants
Tothe rest of the WOrld ..o , 0.0 0.0 01 01 for Me(_jicaid, 'for Hurricane Katripa}-related Wel_fare
Other current transfer payments...... 3985 104 -12.4 21 185 and social services, and for labor training and services.
Grants-in-aid to state and local
governments.............. 361.7 -2.6 25 -4.5 7.6 . .

To the rest of the world. 367 130 -14.8 24 108 The acceleratlop in current transfers to the rest qf fche
Interest payments 268.3 05 242 00 175 world was attributable to a payment of $3.7 billion
SUDSIAIES v 614 40 15 40 58 ($14.8 billion at an annual rate) to Israel and Egypt for
Less: Wage accruals less disbursements 0.0 0.0 0.0 0.0 0.0 economic support.

Net Federal Government saving............ -288.6 733 10 -110.6 1193
Social insurance funds........cccoeeerrierennen. 54.7 -1.3 -7.6 3.3 -1.2 The acceleration in interest payments was due to an
(01T -343.3 747 86 -113.9 1205 . . . .
Addenda: upturn in Federal interest paid to persons and busi-
Total receipts . 143.0 308 -71.4  166.2 ness.
Current receipts.... 2,3214 1420 313 -72.1 1656
Capital transfer receipts 258 10 -05 07 07 The acceleration in subsidies was attributable to an ac-
Toéal exeendituﬁs ......... gg%t 2517 ggé ggg igg celeration in “other subsidies,” reflecting higher disas-
urrent expenaitures........ y . . . . . . -
Gross govemmem investment............ 115.4 -5.0 6.3 2.4 6.0 ter r:e“ef pa‘yments to homeOWnerS for Hurrlcanes
Capital transfer payments................ 65.3 182 -12.9  -2.9 11 Katrina and Rita.
Net purchases of nonproduced assets 0.0 13 -0.9 -1.0 16
Less: Consumption of fixed capital.... 99.5 1.0 0.8 15 0.3
Net lending or borrowing (=) ....coeevuee. -344.0 60.8 87 -106.9 1116

Federal Government Estimates

Estimates of Federal Government current receipts, current
expenditures, and net Federal Government saving are based
on data from the Federal budget, from the Monthly Trea-
sury Statement and other reports from the Department of
the Treasury, and from other Federal Government agencies.
Total receipts, total expenditures, and net lending or net
borrowing, which are alternative measures of the Federal
fiscal position, are based on these same sources.

Quarterly and annual estimates are published monthly in
NIPA table 3.2. Detailed annual estimates of these transac-

tions by component are published annually in NIPA tables
3.4-3.8, 3.12, and 3.13. Detailed quarterly estimates are
available in underlying NIPA tables at <www.bea.gov/bea/
dn/nipaweb/nipa_underlying/Index.asp>.

Each year, BEA prepares an article that compares NIPA
estimates and the Federal budget.1 For a historical time
series of this comparison, see NIPA table 3.18B.

1 See Benjamin A. Mandel and Mary L. Roy, “Federal Budget Estimates
for Fiscal Year 2007,” Survey of Current Business 86 (MarCh 2006) 12-22.
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Government Receipts and Expenditures April 2006

State and Local Government

Table 3. State and Local Government Current Receipts and Expenditures
[Billions of dollars, seasonally adjusted at annual rates]

Level Change from preceding quarter The upturn in state and local government current re-
2005 2005 ceipts was attributable to an upturn in current surplus
of government enterprises and an acceleration in cur-
v ' I i v rent tax receipts.
CUurrent reCeiptS.....ovevenemsceninns 17215 31.0 382 -10.6 37.2 ) .
Current tax receipts 11648 327 335 15 219 Taxes on corporate income turned up as profits re-
Personal current taxes 27187 85 187 -6.4 33 bounded. In the third quarter, profits were lowered by
Taxes on production and imports.............. 8215 126 134 102 9.5 Hurricanes Katrina and Rita.
Taxes on corporate iNCOME.........ceeeerrrernens 64.6 11.6 13 -2.2 91
Contibutions for government socal - 01 02 01 01 o2 The current surplus rebounded after Hurricanes Kat-
Income receipts on assets 801  -0.6 06 06 07 rina and Rita. In the third quarter, damages from the
Current transfer receipts... 4615 -06 45 22 09 storms increased consumption of fixed capital, which
3617 -2.6 25  -45 7.6 ; ; ;
098 20 20 68 68 is an expense in the calculation of the current surplus.
Current surplus of government enterprises -5.0 -0.3 -0.3 -15.0 135 . . .
The acceleration in current expenditures stemmed
Current expenditures L7eL7 2717 243 1711 40.9- from an upturn in government social benefit pay-
Consumption expenditures 1,231.7 15.9 16.7  30.0 26.0 ments
Government social benefits.. 406.3 10.9 71 -13.6 14.2 '
Interest payments 93.2 0.8 0.6 0.6 0.8 . . .
SUBSITIES ..o 05 00 00 00 00 The upturn in government social benefit payments
Less: Wage accruals less disbursements.... 00 00 00 00 00 mainly resulted from increased expenditures for Med-
Net state and local government saving...  -10.2 34 139 -27.7  -3.8 icaid.
Social insurance funds 01 -0.8 -0.4 -0.2 -0.1
103 42 143 274 37 . . .
_ Consumption of fixed capital turned down. In the
Addenda: hird it spiked $14.2 billion b fd
TOtal FECRIPS e 17764 336 415 -135 384 third quarter, It spike . bifhon because ot dam-
Current receipts 17215 310 382 -106 372 ages caused by Hurricanes Katrina and Rita.
Capital transfer receipts. 54.9 2.6 33 -2.9 12
Total expenditures... 18933 324 319 16  56.2
Current expenditures.......... 1,731.7 21.7 243 171 40.9
Gross government investment.. 299.4 6.6 9.3 2.7 47
Capital transfer payments..........ccoovueee.
Net purchases of nonproduced assets 12.8 0.2 0.2 0.2 0.2
Less: Consumption of fixed capital....... 150.6 2.0 2.0 184 -10.4
Net lending or borrowing (=) ...ccccocevevenee -116.9 1.2 96 -15.1 -17.8

Estimates of State and Local Government Receipts and Expenditures

The estimates of state and local government current
receipts and expenditures and total receipts and expendi-
tures are mainly based on compilations of data for state and
local government finances. The Census Bureau produces
the primary source data: The quinguennial census of gov-
ernments in years that end in a2 or a 7 and the Government
Finances series of surveys for the other years. In addition,
other sources of Census Bureau data are from the Quarterly
Summary of State and Local Government Tax Revenue and
the monthly Value of Construction Put in Place. Data
sources from the Bureau of Labor Statistics include the
quarterly census of employment and wages and employer
cost for employee compensation.

Quarterly and annual estimates are available monthly in

NIPA table 3.3. Detailed annual estimates of state and local
government transactions by component are available annu-
ally in NIPA tables 3.4-3.8, 3.12, and 3.13. Detailed quar-
terly estimates are available in underlying NIPA tables at
<www.bea.gov/bea/dn/nipaweb/nipa_underlying/
Index.asp>. For a historical time series of reconciliations of
the NIPA estimates with the Census Bureau data from Gov-
ernment Finances, see NIPA table 3.19.

BEA occasionally prepares an article that presents
receipts and expenditures of state governments and of local
governments.1

1 Bruce E. Baker, “Receipts and Expenditures of State Governments and
of Local Governments, survey 85 (October 2005): 5-10.
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Real Inventories, Sales, and Inventory-Sales Ratios
for Manufacturing and Trade for the Fourth Quarter of 2005

Quarterly estimates for the third and fourth quarters
of 2005 and monthly estimates for August 2005 to Jan-
uary 2006 are presented in this report.

Tables 1B, 2B, 3B, and 4B present chain-weighted
estimates. Table 1B presents inventories, and table 2B
presents sales. Table 3B presents the inventory-sales
ratios that can be used to assess the likelihood that
businesses will add to, or reduce, inventories in
response to changes in demand; these ratios supple-
ment the quarterly current-dollar and real estimates of

ratios of inventories to final sales of domestic business,
of nonfarm business, and of goods and structures that
are presented in NIPA tables 5.7.5B and 5.7.6B. Table
4B presents estimates of manufacturing inventories by
stage of fabrication.

The estimates for 1967 forward are available in
interactive tables on BEA’s Web site at <www.bea.gov>.
Click on “Gross Domestic Product,” and under “Sup-
plemental Estimates,” click on “Underlying detail
tables” and then on “List of Underlying Detail Tables.”

Table 1B. Real Manufacturing and Trade Inventories, Seasonally Adjusted, End of Period
[Billions of chained (2000) dollars]

2005 ‘ 2005 2006

il v Aug. Sept. Oct. " Nov. Dec. ' Jan.®

Manufacturing and trade industries..... e s s e
MaNUFACIURING ........oocrmmrmr e crienre e snesenssreresnerecnns
Durable goods.
Wood products..
Nonmetallic minera
Primary metals
Fabricated metal products.....
Machinery
Computer and electronic products........
Electrical equipment, appliances, and components
Transportation equipment ............coo.uw..
Furniture and related products
Miscellaneous manufacturing ...
Nondurable goods ....
Food products
Beverage and tobacco products ..........
Textile mills [N
TEXHlE PrOQUCE TS ...v...vevvereies s es s ess bbb bbb resr b s s bt enes
Apparel......
Leather and allied products
Paper products............
Printing and related support activities
Petroteum and coal products
Chemical products.................
Plastics and rubber products ...
Merchant wholesale trade
DUFADIE GOOTS ... reccesnecs et cenertenen e ene s snen s s e snens s nesnensas
Nondurable goods .......c...ccevereennn.
Retail trade.................... SOOI
Motor vehicle and parts dealers ..............
Furniture and home furnishings and electronics and appliance stores
Building material and garden equipment and supplies stores
Food and beverage stores.............
Clothing and clothing accessories stores .......
General merchandise stores.....
Other retail stores.......

1,231.3] 1,2409| 1,2268| 1,231.3| 1,236.0| 1,2385| 12409 1,246.6
449.1 449.3 450.6 4491 449.4 4485 493 453.0
275.8 2754 276.0 275.8 275.7 2761 275.4 276.8

10.2 104 103 10.2 10.3 10.3 104 9.8
9.5 94 9.6 9.5 9.4 9.3 94 9.6
19.6 18.8 20.0 19.6 19.2 18.9 18.8 19.0

. . 32.0 31.8 317 31.8 322
378 375 37.7 37.8 37.6 377 37.5 38.0

127 127 128 12.7 12.7 127 12.7 12.9
672 67.8 67.1 67.2 67.9 67.9 67.8 67.2
8.3 8.3 8.2 8.3 8.2 8.3 8.3 84
17.5 17.2 17.6 17.5; 174 17.4 17.2 174
173.8 1742 175.0 173.8! 174.0 1729 174.2 176.4
325 325 326 325: 32.4 32.4 32.5 32.8
11.9 125 12.0 11.9 125 12.5 12.5 125
5.1 5.1 5.1 5.1 5.1 50 5.1 52
36 37 3.6 3.6 36 36 37 36
74 73 74 74 74 7.3 73 73
13 1.3 1.3 1.3 13 1.3 1.3 1.3
16.3 16.0 165 16.3 16.2 16.0 16.0 16.3
64 6.2 6.4 6.4 6.3 6.2 6.2 6.3
17.9 18.1 17.9 17.9 18.3 17.9 181 18.4
52.1 52.1 52.3 52.1 51.5 51.1 52.1

149.8 154.8 144.9 149.8 155.7 157.7 154.8 156.2
318 32,0 317 31.6 31.6 31.7 320 322
48.4 49.0 480 48.4 48.3 48.8 49.0 49.3
31.8 322 32.1 31.8 321 32.2 322 32.2
347 47 346 347 34.7 345 34.7: 34.4
719, 722 71.6 71.9 716 71.8 722, 721
797, 79.9 798 79.7 79.0 79.2 79.9 80.7

p Preliminary

1 Revised

Note. Estimates in this table are based on the North American Industry Classification System (NAICS).
Chained (2000} dollar inventory series are calculated to ensure that the chained {2000) doliar change in inven-
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tories for 2000 equals the current-dollar change in inventories for 2000 and that the average of the 1999 and
2000 end-of-year chain-weighted and fixed-weighted inventories are equal. Because the formula for the chain-
type quantity indexes uses weights of more than one period, the corresponding chained-dollar estimates are
usually not additive.
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Table 2B. Real Manufacturing and Trade Sales, Seasonally Adjusted at Monthly Rate
[Billions of chained (2000) dollars]

2005 2005 2006
i 1\ Aug. Sept. Qct. Nov, Dec. Jan.?
Manufacturing and trade industries 948.8 956.4 951.8 944.2 946.0 958.2 965.0 975.5
Manufacturing . b s e 3524 354.5 356.5 349.9 349.4 354.6 359.5 360.8
Durable goods ... i o 2015 207.7 203.2 202.3 204.7 205.6 212.7 2103
Wood products ‘ 8.1 8.3 8.1 8.1 8.1 84 8.5 8.4
Nonmetallic mineral PIOGUCTS ...........cimimimirieirisses s cessesesee s ssreenasesssssnsssssssssensseees | 75 77 7.5 75 76 77 77 7.8
Primary metals ... 11.5 11.5 1.7 1.7 17 11.5 1.3 11.6
Fabricated metal ProdUCES ..........cvcvcmnreieniiseicncresse et es s serisssasis 20.9 213 21.0 21.2 211 211 217 217
Machinery 244 25.4 24.4 245 25.1 251 26.1 26.9
Computer and electronic products ....... 52.1 53.9 52.8 523; 52.9 53.4 | 55.3 54.4
Electrical equipment, appliances, and components 88 8.8 8.9 88! 9.0 8.8 8.7 9.0
Transportation equipment 52.3 54.9 53.0 522 534 53.9 57.4; 54.1
Furniture and refated products.. 6.3 6.5 6.2 6.3 6.4 6.5 6.6 6.6
Miscellaneous manufacturing .‘ 11.6 11.8 11.6 116 114 11.4 11.9 11.9
Nondurable goods LR Lt L e RS S SR RS e 151.6 148.4 153.9 148.7 146.3 150.2 148.8 151.9
FoOd Products..........ceuuvmecrermrcenncreeeninns 36.7 36.9 36.7 36.9 36.4 37.2 37.1 37.2
Beverage and tobacco products 84 85 8.8 82 8.4 85 8.5 85
Textile mills .......... 33 33 33 32 33 33 33 33
Textile product Mills ......c.ovcorvnerinreriiierieeeecee e 3.1 3.0 3.1 3.1 a1 3.0 3.0 3.0
Apparel 4.2 4.5 4.2 4.2 431 46 47 45
Leather and allied products 08 0.8 0.8 08 9 09 08 0.8
Paper products......... 136 139 13.6 13.3 1371 13.9 14.1 14.2
Printing and related support activities .. 74 7.2 74 7.3 7.3 7.1 7.0 7.2
Petroleum and coal products. 209 19.0 216 19.8 18.2 19.5 19.5 20.8
Chemical ProduUCES...........cov.v e 371 36.2 379 36.0 35.8 37.0 35.9 36.5
Plastics and rubber ProgUOTS ..ot oresmsssenesssrmsenns A
263.7 268.2 264.0| 26631 267 6 268.3 268.6 270, 6

Merchant wholesale trade ...
Durable goods.........
Nondurable goods ... .

Retail trade ..o s . R
Motor vehicle and parts dealers |
Furniture and home furnishings and electronics and appliance Stores.............ccoceccnvvernnvieionee
Building material and garden equipment and supplies stores..

Food and beverage stores vt e e s
Clothing and clothing accessories stores........
General merchandise stores.........
Other retail stores....

336.3 3372 3346 330.8 331.8 339.1 340.8 349.1
84.4 80.7 81.8 79.0 775 81.9 82.7 85.6
26.8 27.3 26.8 272 27.2 27.5 27.3 28.9
332 34.4 33.3 33.6 33.8 348 345 36.9

41.8 420 419 41.9 42.0 419 421 420
19.1 19.6 191 19.1 19.7 19.6 19.6 20.0
49.4 50.2 49.3 49.6 50.0 50.2 50.2 511
83.1 84.5 83.8 82.1 83.1. 84.8 85.8 86.4

p Preliminary

1 Revised

Nore. Estimates in this table are based on the North American Industry Classification System (NAICS).
Chained (2000} dollar sales are calculated as the product of the chain-type quantity index and the 2000

current-doliar value of the corresponding series, divided by 100. Because the formula for the chain-type quan-
tity indexes uses weights of more than one period, the corresponding chained-dollar estimates are usually not
additive.

Table 3B. Real Inventory-Sales Ratios for Manufacturing and Trade, Seasonally Adjusted
[Ratio, based on chained (2000) dollars]

2005 2005 | 2006
T T

P v Aug. | Sept | Oct’ | Nov.' | Dec.' | Jan.®
Manufacturing and trade industries..............c.c.cocceeci . 1.30 1.30 1.28 1.30 1.31 1.29; 1.29 1.28
Manufacturing . i 1.28 1.27 1.26 1.28 1.28 1.27| 1.25 1.26
Durable goods ....... 137 1.33 1.36 1.36 1.35 134! 1.30 1.32
Wood products ........ 1.26 1.25 1.26 1.26 1.27 1.22 1.23 118
Nonmetallic mineral products 1.27 1.22 1.29 1.26 1.23 1.21 1.21 123
Primary metals 1.70 1.63 1.71 1.67 1.65 1.65 1.66 1.64
Fabricated metal products .. 153 1.49 1.53 151 1.51 1.50 1.47 1.49
Machinery. 1.55 1.48 1.54 1.55 1.50 1.50 144 1.41
Computer al 117 1.15 1.15 1.17 1.16 1.18 1.12 1.16
Electrical equipment, appliances, and components 1.43 1.43 1.41 1.43 1.41 1.44 1.46 1.44
Transportation equipment 1.29 1.24 1.27 1.29 1.27 1.26 1.18 1.24
Furniture and related products 1.32 1.28 1.33 1.31 1.29 1.28 1.26 127
Miscellaneous manufacturing 1.51 1.49 1.52 1.51 1.53 1.53 145 1.46

Nondurable goods ...........
Food products
Beverage and tobacco products........
Texdile mills
Textile product mills
Apparel
|_eather and allied products
Paper products ....
Printing and related support activities
Petroleum and coal products
Chemical Products............c..oeceererrviereerns
Plastics and rubber products
Merchant wholesale trade..............coccccnninnanis
Durable goods ......
Nondurable goods
Retail trade [
Motor vehicle and parts dealers...........ccuvreainnns
Furniture and home furnishings and electronics and appliance stores
Building material and garden equipment and supplles stores
FOOQ NG DEVEIAGE SIOrES....couerrrierrcrerrcrnnerieriescsnas nestsscs et sneisessnsesencescssscsssncssesseacresnes s
Clothing and clothing accessories stores
General merchandise stores
Other retail StOres...........c.crneene

1.15 1147 1.14 117 1.19 1:15 117 1.16
0.88 0.88 0.89 0.88 0.89 0.87 0.88 0.88

1.41 1.47 1.37 1.45 1.48 1.46 1.46 1.47
1.56 1.55 1.56 159 1.56 1.54 155 1.57
1.18 1.21 1.20 117 1.19 117 123 1.20
1.76 1.61 1.76 1.78 1.72 1.61 1.56 1.60
1.54 1.51 1.51 1.51 1.50 1.50 1.56 1.63
1.20 1.15 1.21 1.22 1.18 1.15 1.14 1.14
0.86 0.87 0.87 0.87 0.86 0.88 0.88 0.87
0.86 0.95 0.83 0.90 1.00 0.92 0.93 0.89
1.41 1.44 1.38 1.45 1.44 1.38 1.45 1.45
119 1.19 1.22 118 1.18 1.19 1.21 1.22
127 1.26 1.26 1.25 1.25 1.25 1.26 1.24
1.46 1.44 1.45 1.45 1.43 1.45 143 1.42
1.04 1.03 1.03 1.03 1.02 1.01 1.03 1.02
1.33 1.35 1.32 1.35 1.36 1.34 1.33 1.31
1.77 1.92 1.77 1.90 2.01 1.93 187 1.82
1.18 1.17 1.18 1.16 1.16 1.15 117 1.1
1.46 1.43 1.44 1.44 1.43 1.40 1.42 1.33
0.76 077 0.77 0.76 0.76 0.77 0.76 0.77
1.82 1.77 1.81 1.82 1.77 1.76 177 1.72
1.46 1.44 1.45 1.45 1.43 1.43 144 1.41

0.96 0.95 0.95 0.97 0.95 0.93 0.93 0.93

p Preliminary

r Revised

Nore. Estimates in this table are based on the North American Industry Classification System (NAICS).
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Table 4B. Real Manufacturing Inventories, by Stage of Fabrication, Seasonally Adjusted, End of Period
[Billions of chained (2000) doflars]

2005 2005 2006
n v Aug. Sept. Oct. * Nov. * Dec. ' Jan.?
Materials and supplies
Manufacturing.............ooccovvceemecrrmenrc s srecenes [OOSR 154.9 154.7 1554 154.9 154.5 1537 154.7 153.2
Durable goods.... 94.3 93.3 94.3 94.3 93.8 93.8 93.3 92.1
Wood products. 4.4 45 43 44 4.4 45 45 4.1
Nonmetallic mineral products 33 3.3 33 33 3.2 32 33 3.3
Primary metals - 74 6.8 76 74 71 70 6.8 69
Fabricated metal products. 12.0 12.0 121 12.0 12.0 12.0 12.0 1241
Machinery " 13.1 13.0 13.0 131 13.1 129 13.0 12.8
Computer and electronic products .......... 21.8 22.0 215 218 21.7 221 22.0 217
Electrical equipment, appliances, and COMPONENLS.........cccewrrererecmriermerressereseneseeeerns 5.2 5.1 5.1 5.2 5.1 5.1 5.1 5.1
Transportation equiPMENt ..........c.ucvmmeernriosmerseeersereeeerene 17.0 16.8 17.1 17.0 17.2 16.9 16.8 16.1
Furniture and related products 3.7 38 37 3.7 37 38 3.8 38
Miscellaneous manufacturing........... 6.0 5.9 6.0 6.0 6.0 6.0 59 58
Nondurabie goods 60.7 61.4 61.2 60.7 60.7 60.1 61.4 61.1
Food products .. 9.5 9.3 9.5 95 9.5 9.3 9.3 9.4
Beverage and tobacco products ...... 5.7 5.5 58 5.7 58 57 55 55
Textile mills 1.8 18 1.8 1.8 1.8 18 18 1.8
Textile product mills............cooomvererivecsrrnrnnns 12 13 1.2 12 12 12 13 13
Apparel 1.9 1.9 1.9 1.9 19 1.9 19 1.8
Leather and allied products 0.4 04 0.4 04 04 04 04 0.4
Paper products 7.3 7.2 74 73 7.2 7.2 72 7.2
Printing and related support activities 23 23 24 23 23 23 2.3 24
Petroleum and coal products 6.0 6.3 6.1 6.0 6.1 6.0 6.3 6.3
Chemical products 17.0 175 17.2 17.0 16.8 16.6 175 17.3
Plastics and rubber products 75 74 75 75 75 75 74 75
Work-in-process
Manufacturing 125.9 127.7 125.6 125.9 126.9 1275 127.7 129.1
Durable goods 99.0 100.6 98.6 99.0 99.6 100.0 100.6 101.5
Wood products . 1.8 1.8 1.8 18 1.7 1.7 18 18
Nonmetallic mineral products........... 11 1.0 1.1 1.1 1.0 1.0 1.0 14
Primary metals..... 58 55 58 58 56 55 55 5.6
Fabricated metal products................ i 9.1 9.0 8.0 9.1 9.1 9.1 9.0 9.3
Machinery et e R e e e e i 11.4 11.4 11.6 114 115 1.8 11.4 17
Computer and electronic products.... . 232 243 23.3 232 240 243 243 25.1
Electrical equipment, appllances and components 42 42 42 42 42 4.2 42 4.2
Transportation equipment 375 38.7 36.81 375 377 37.8 387 38.1
Furniture and related product; e e e e e 1.4 1.4 1.4 1.4 1.4 1.4 14 14
Miscellaneous manufacturing. 4.0 40 4.1 40 3.9 3.9 4.0 4.0
Nondurable goods 27.1 274 27.2 271 27.5 21.7 274 27.9
Food products.......... 4.6 5.0 48 46 49 5.0 5.0 49
Beverage and tobacco products ... 2.1 27 21 21 25 2.7 2.7 27
Textile mills 1.1 1.1 1.2 1.1 1.2 11 1.1 1.1
Textile product mills..... 0.7 0.6 0.7 07 0.7 0.7 06 0.6
Apparel 1.3 13 1.2 1.3 1.3 1.3 1.3 1.3
Leather and allied products....... 0.2 0.2 0.2 02 0.2 02 02 0.2
Paper products........ 1.7 1.6 17 1.7 1.7 1.7 16 1.6
Printing and related support activ 1.1 1.0 11 11 1.1 1.0 1.0 1.0
Petroleum and coal products 27 25 26 27 2.6 28 25 27
CREMICA] PrOGUETS .........ceeerc et recerrnst e scrress s nss ot s ssss st sens s st ren s e 9.8 9.7 9.7 9.8 9.6 97 97 9.8
Plastics and rubber products 1.9 19 1.9 1.9 19 1.9 1.9 2.0
Finished goods

Manufacturing 168.3 166.9 169.5 168.3 168.1 167.3 166.9 170.9
Durable goods........... 82.5 81.5 83.0 82.5 82.4 82.4 81.5 834
Wood products 4.1 4.1 4.1 4.1 4.2 4.1 4.1 4.0
Nonmetallic mineral products 5.2 5.0 5.3 5.2 5.1 5.0 5.0 5.2
Primary metals 6.4 6.4 6.5 6.4 6.4 6.4 6.4 64
Fabricated metal products. 10.8 10.8 11.0 10.8 10.7 10.6 10.8 10.9
Machinery .... 13.4 13.2 13.2 134 131 13.0 13.2 13.6
Computer and electronic products 16.1 15.9 16.0 16.1 15.9 16.3 15.9 16.2
Electrical equipment, appliances, and components 3.3 34 33 3.3 3.4 3.4 34 3.5
Transportation equipment 12.7 12.4 13.2 127 131 13.2 124 131
Furniture and related products. . 3.2 32 3.1 3.2 3.1 31 3.2 3.2
Miscellaneous manufacturing. ettt e 76 73 75 786 75 75 73 75
Nondurable QOods ................ocoonrrrrineicc et 86.0 85.5 86.6 86.0 85.8 85.1 85.5 87.5
Food products.......... 18.4 18.2 18.3 18.4 18.0 18.1 18.2 18.5
Beverage and tobacco products 4.1 42 A 4.1 42 4.1 42 4.3
Textile mills 21 22 21 241 21 2.1 22 2.2
Textile product mills. 1.7 1.8 18 17 18 1.7 18 1.7
Apparel.. 4.3 42 43 4.3 43 42 42 4.1
Leather and allied products... 0.7 0.7 07 0.7 0.7 07 07 08
Paper products 7.3 7.2 74 7.3 7.3 7.2 7.2 74
Printing and related support activities..... JE ORI 2.9 29 29 29 2.9 29 29 2.9
Petroleum and coal products 9.3 9.3 9.3 9.3 9.6 94 9.3 9.5
Chemical products .. 253 24.8 254 25.3 25.0 248 24.8 25.9
Plastics and rubber products 9.6 9.7 10.0 96 9.6 96 97 98

p Preliminary inventories for 2000 equals the current-doliar change in inventories for 2000 and that the average of the 1999
1 Revised and 2000 end-of-year chain-weighted and fixed-weighted inventories are equal. Because the formula for the
Note. Estimates in this table are based on the North American Industry Classification System (NAICS). chain-type quantity indexes uses weights of more than one period, the correspending chained-doflar estimates

Chained (2000) dollar inventory series are calculated to ensure that the chained (2000) dollar change in are usually not additive.
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U.S. International Transactions

Fourth Quarter of 2005
By Mai-Chi Hoang and Renee M. Sauers

HE U.S. current-account deficit—the combined
balances on trade in goods and services, income,
and net unilateral current transfers—increased to
$224.9 billion (preliminary) in the fourth quarter of
2005 from $185.4 billion (revised) in the third quarter
(table A, chart 1).! The increase was mostly attribut-
able to an increase in net outflows for unilateral cur-
rent transfers, which were reduced in the third quarter
by receipts of claims resulting from the catastrophic
damage caused by Hurricanes Katrina and Rita, and to
an increase in the deficit on goods. In addition, the
balance on income shifted to a deficit from a surplus,
and the surplus on services decreased.
In the financial account, net recorded financial in-

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

flows—net acquisitions by foreign residents of assets in
the United States less net acquisitions by U.S. residents
of assets abroad—decreased to $235.0 billion in the
fourth quarter from $253.8 billion in the third quarter.
Financial inflows for foreign-owned assets in the
United States slowed more than financial outflows for
U.S.-owned assets abroad.

The statistical discrepancy—errors and omissions in
recorded transactions—was a negative $9.7 billion in
the fourth quarter, compared with a negative $68.0 bil-
lion in the third quarter.

The following are highlights for the fourth quarter
of 2005:

o Goods imports accelerated, mainly as a result of a
substantial pickup in nonpetroleum products.

eBoth income receipts and income payments
increased strongly, but the rise in payments was
especially large.

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

Lines in tables 1 and 11 in which transactions . 2004 2005 .
Line are included are indicated in () 2006 | 20055 | MG ponge
(Credits +; debits -) [ 1l n v I e e A )
Current account
1 |Exports of goods and services and income receipts (1)... 1,530,975 1,740,897 | 209,922 363,494| 376,564 385,874 405,041 413,076, 428,058| 441,821 457,939, 16,118
2| Goods, balance of payments basis (3) 807,536 892,619 85,083, 193,789 200,072| 204,801| 208,874 213407 223,106| 224,793| 231,313 6,520
3| Services (4). 343,912 379,604 35,692 83,304 85,027 85,569 90,013 92,745 93,832 96,220 96,806 586
4|  Income receipts {12) 379,527 468,674 89,147 86,401 91,465 95504 | 106,154 106,924 111,120} 120,808 129,820 9,012
5 (Imports of goods and services and income payments (18)... -2,118,119| 2,462,946 | -344,827 | -487,324 | -522,684 | -537,085| -571,026| -584,567 | -602,326 | ~618,310| -657,746| -39,436
6| Goods, balance of payments basis (20} -1,472,926 | 1,674,261 | -201,335| -345,241| -364,059| -372,576 | -391,050| -399,079| —409,378| —422,061 | 443,743 -21,682
7| Services (21) -296,105| -321,578| -25473| -70,704| -73,082| -75259| -77,058| -79,198| -80,278| -80,352| -81,749 -1,397
8| Income payments (29) -349,088| 467,107 118,019 -71,379| -85543| -89,250| -102,918| -106,290 | 112,670 -115,897 | -132,254| -16,357
9 |Unilateral current transfers, net (35) ... -80,930| -82,896| -1,966{ -22,271| -20,515| -15771| -22,374| -26,252| -22,633| -8,940| -25,069| -16,129
Capital account
10 |Capital account trar NBE(39) ..o risiieinns -1,648 -5647| -3,999 428 =372 -393 —455|  -4,466 -315 —435 431 4
Financial account
11 |U.S.-owned assets abroad, net {(increase/financial outflow (-)) (40) -855,509| -491,729| 363,780 | -295,140 -133,886| -137,525 | -288,957| -81,803| -225422| -141,429| -43,077| 98,352
121 U.S. official reserve assets, net (41).... 2,80! 14,096 11,291 557 1,122 429 697 5,331 =797 4,766 4,796 30
13| U.S. Government assets, other than official reserve assets et (46) 1,215 7,580 6,365 727 -2 -1 501 4,487 971 1,516 606 -910
14| U.S. private assets, net (50) ............. -859,529| -513405| 346,124 | 296,424 -135,006 | 137,943 -290,155| -91,621 -225596 | -147,711| -48,479| 99,232
15 |Foreign-owned assets in the United States, net (increase/financial
INFIOW (#)) (55).vvvvvccmrcrriirecsraeinseeessecmnsrisnsesssssenns . 1,440,105 1,292,695| -147,410| 423,023 304,937 | 254,228 457915| 243,311 376,085 395,264 | 278,037 -117,227
16| Foreign official assets in the United States, net (56 © 394,710 220,676 —174,034 1 147,401 77,039 75,792 94,478 25,277 82,646 38,176 74,577 36,401
17| Other foreign assets in the United States, net (63) 1,045,395\ 1,072,019| 26624| 275622 227,898 178436/ 363437| 218,034| 293439 357,088| 203,460  -153,628
18 |Statistical discrepancy (sum of above items with sign reversed) (70) 85,126 9,626 -75,500 18,646 4,044 50,672 19,856 40,701 46,553 -67,971 -9,653 58,318
Memoranda:
19 |Balance on current account (76) -668,074 | -804,945| -136,871| -146,101| 166,635 166,982 | -188,359| -197,743| -196,901| -185,429 | -224,876 | -39,447
20 [Net financial flows (40 and 55).... 584,506 | 800,966| 216370| 127,883| 171,051 116,703 168,958 161,508 150,663 253,835| 234,960 -18,875
r Revised
p Preliminary
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» Net outflows for unilateral current transfers return- and the Japanese yen, and it depreciated against the

ed to a more typical level. Canadian dollar.
«Net foreign private purchases of U.S. securities In the United States, data releases in the fourth
remained exceptionally strong. quarter indicated that the U.S. economy in the third

e Financial flows for U.S. direct investment abroad quarter continued to expand in the 3- to 4-percent
continued to be significantly affected by the tax range. Releases indicated that the deficit on U.S. trade
incentives created by the American Jobs Creation in goods and services on a 3-month moving average
Act of 2004.

Selected economic and financial market

developments Chart 2. Nominal Indexes of Foreign Currency Price
In the fourth quarter, the U.S. dollar appreciated 1per-  of the U.S. Dollar

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

2). The U.S. dollar appreciated against both the euro

Chart 1. U.S. Current-Account Balance and
Its Components

Special Factors in the Accounts

The US. international transactions accounts for the
fourth quarter were significantly affected by two spe-
cial factors. First, the extensive damage caused by
Hurricanes Katrina and Rita in the third quarter con-
tinued to affect trade in goods in the fourth quarter.
Unilateral current transfers returned to a more typical
level in the fourth quarter after substantial hurricane-
related transfers in the third quarter. Second, the
American Jobs Creation Act of 2004 affected the com-
position of income receipts and the level of financial
flows for U.S. direct investment abroad.

For details about the effects of these factors on the
accounts, see the relevant sections of this article. It is
not possible for BEA to separately quantify the effects.
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basis was increasing more rapidly. U.S. monetary au-
thorities raised the target level for the Federal funds
rate by 50 basis points in two steps, to 4.25 percent.
U.S. long-term interest rates and U.S. stock prices in-
creased. The extensive damage to the U.S. Gulf Coast
caused by Hurricanes Katrina and Rita in the third
quarter continued to affect petroleum and petroleum-
related production and the value of energy products

Revisions to the Third-Quarter Estimates
The international transactions accounts estimates for
the third quarter of 2005 have been revised from the
preliminary estimates that were published in the Janu-
ary 2006 survey of Current Business. In addition, the
estimates for the first, second, and third quarters have
been revised to ensure that the seasonally adjusted
estimates sum to the same annual totals as the unad-
justed estimates. The revisions to the estimates for the
first and second quarters were small.

For the third quarter, the current-account deficit
was revised to $185.4 billion from $195.8 billion. The
goods deficit was revised to $197.3 billion from $197.9
billion; the services surplus was revised to $15.9 bil-
lion from $15.1 billion; the income surplus was
revised to $4.9 billion from $0.5 billion; and unilateral
current transfers were revised to net outflows of $8.9
billion from net outflows of $13.5 billion. Net
recorded financial inflows were revised to $253.8 bil-
lion from $272.9 billion.

U.S. International Transactions

April 2006

traded internationally by the United States in the
fourth quarter.

In Europe, data releases indicated that economic
growth in the euro area had picked up in the third
quarter. Among countries with larger economies, eco-
nomic activity in Germany and France strengthened,
activity in Spain remained relatively strong, and activ-
ity in Italy weakened. Euro area monetary authorities
altered monetary policy for the first time in more than
2 years, increasing the minimum bid rate on main refi-
nancing operations, a key policy-controlled interest
rate, to 2.25 percent.

In Japan, reports showed that economic growth
slowed in the third quarter after strong growth in the
first and second quarters. Japanese monetary policy
was unchanged, and short-term interest rates re-
mained very close to zero.

In Canada, reported economic growth remained
relatively strong at about 3.5 percent. Canadian mone-
tary authorities raised the target for the overnight rate
by 50 basis points, to 3.25 percent.

Current Account

Goods and services

The deficit on goods and services increased $16.0 bil-
lion, to $197.4 billion in the fourth quarter from
$181.4 billion in the third quarter. The increase was at-
tributable to a $15.2 billion increase in the deficit on
goods and a $0.8 billion decrease in the surplus on ser-
vices.

Table B. Indexes of Foreign Currency Price of the U.S. Dollar
[January 1999=100]

2004 2005 2004 2005
v Ir 1 11N IVp  Dec' Jan.l Feb' March' Apri’ May' June' July' Aug.' Sept' Oct” Novp Dec”
Nominal: 1
Broad 2 96.7 957 968  97.2 9.0 952 95.7 959 954 962 9%.6 976 980 968 967 977 984 978
Major CUITENCIeS 3.......cccvrmvrirrivivirnrenannns 86.6 86.0 884 895 90.8 84.8 858  86.6 856 870 88.2 899 907 891 88.7 901 916 908
Other important trading partners 4........ 1101 1084 1078 1071 1071 1089 1088 1081 1082 1082 1075 1076 1075 106.7 1071 1075 1071 106.6
Real: 1
Broad2 97.9 96.9 988  99.9 1004 9.1 9.9 970 96.9 98.3 985 997 1003 993 100.0 1009 1007  99.6
Major CUIrencies3........coueuerericievivvnunnns 91.6 91.6 946 966 982 895 9Ll 923 915 933 943 9.2 975 960 963  98.0 99.0 977
Other important trading partners4....... 1052 1030 103.6 1035 1027 103.8 1036 1023 1032 1040 1033 103.6 1034 103.0 1042 1040 1024 101.6
Selected currencies: (nominal) 5
Canada 80.4 80.7 81.8 79.1 712 80.2 80.6 81.6 80.0 813 82.6 81.6 80.5 79.3 715 715 778 76.4
European currencies:
Euro area 6.. 895 884 921 95.1 975 865 883 891 879 896 913 954 963 943 947 964 983 977
United Kingd 885 873 889 925 944 85 878 874 866 870 889 908 942 919 913 935 951 94.5
Switzerland.. 854 853 85 920 939 827 851 86.0 848 863 878 914 934 911 914 930 946  94.2
Japan 93.3 92.2 94.9 98.2 1035 91.6 912 92.6 92.9 94.6 94.1 96.0 98.8 97.6 98.2 1014 1046 104.6
Mexico 111.8 1104 1083 1058 1058 110.6 1112 1100 1101 109.7 1084 1068 1054 1055 1065 107.0 1054 1049
Brazil 1842 1762 1642 1549 1487 1796 1779 1718 179.0 1704 1624 159.7 156.8 1561 151.8 149.0 146.2 150.9
r Revised weight divided by the sum of the broad-index weights for all of the currencies included in the major currency
p Preliminary index. Data: Federal Reserve Board. Monthly and quarterly average rates. Index rebased by BEA.

1. For more information on the nominal and real indexes of the foreign exchange value of the U.S. dollar, see
Federal Reserve Bulletin, 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 US. 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 quarterly average rates. Index rebased by BEA.

3. Weighted average of the foreign exchange value of the U.S. dollar against broad-index currencies 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

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

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



Survey of Cur

April 2006

Goods
The deficit on goods increased to $212.4 billion in the
fourth quarter from $197.3 billion in the third quarter.
Imports increased more than three times as much as
exports (chart 3).

Exports. Exports increased $6.5 billion, or 2.9 per-

Chart 3. U.S. Trade in Goods: Change From
Preceding Quarter

Billion $
2 m Exports
1 Imports
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U.S. Bureau of Economic Analysis
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rent Business

cent, to $231.3 billion in the fourth quarter (table C).
Real exports increased 2.3 percent, and export prices
increased 0.6 percent.2 Capital goods accounted for
more than two-thirds of the increase in value. Auto-
motive vehicles, engines, and parts and consumer
goods also increased. By area, exports to Europe and
Canada rebounded.

Capital goods increased $4.4 billion after a much
smaller increase in the third quarter. Civilian aircraft,
engines, and parts rebounded, as production and de-
liveries of aircraft by Boeing resumed in October after
a machinists’ strike had shut down the company’s
plants and delayed deliveries in September. Fourth-
guarter deliveries were primarily to Europe and the
United Arab Emirates. Other capital goods also picked
up. “Other industrial, agricultural, and service indus-
try machinery” increased sharply, and electric generat-
ing machinery and parts and semiconductors also
increased. These increases were partly offset by com-
puters, peripherals, and parts, which decreased after
six consecutive quarters of growth.

Automotive vehicles, engines, and parts increased
$1.6 billion. Most of the increase was attributable to an
increase in exports of engines and parts to Canada and
Mexico. Exports of passenger cars, mainly to Saudi
Arabia and Mexico, also boosted automotive exports.

Consumer goods increased $0.9 billion. Most of the
rise was accounted for by consumer nondurable goods,

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 (2000) dollars. Price indexes
(2000 = 100) are also calculated using a chain-type Fisher formula.

Table C. U.S. Trade in Goods, Current and Chained (2000) Dollars, and Percent Changes From Previous Period
[Balance of payments basis, millions of dollars, quarters seasonally adjusted]

Current dollars

Chained (2000) dollars 1

2004 2005 2004 2005
2004 2005 > 2004 2005 p
I it v I [ I IVp Il it v I I [ IV p
Exports 807,536 892,619 200,072 204,801 208,874 213,407 223,106 224,793 231,313 773,450 828,948 191,711 195740 197,779 199,866 207,454 208,327 213,190
Agricultural product 62,940 64,829 15996 15410 15,642 15328 16,894 16,567 16,040 50,844 53866 12,115 12,837 13484 13,037 13902 13,636 13276
Nonagricultural products.. 744596 827,790 184,076 189,391 193,232 198,079 206,212 208,226 215273 723,745 776,364 179,999 183,206 184,526 187,126 193,816 195001 200,319
Imports.... 1,472,926 1,674,261 364,059 372,576 391,050 399,079 409,378 422,061 443,743 1,430,442 1,528,349 355745 359,310 370,874 376,714 377,401 379,456 394,266
Petroleu 180,459 251,619 41522 45129 53,769 52,953 57418 67538 73,710 137,795 141,066 33,020 32981 36,193 36,514 34,040 33,769 36,895
Nonpetroleum product 1,292,467 1,422,642 322,537 327,447 337,281 346,126 351,960 354,523 370,033 1,292,622 1,388,282 323,196 326,891 334,312 339,966 344,350 346,874 356,920
Percent change from previous period (current dollars) Percent change from previous period (chained (2000) dollars)
2004 2005 2004 2005
2004 2005 p 2004 2005 p
1l \% 1' Il I v Il it % I I I IV p
Exports 13.2 10.5 3.2 24 2.0 2.2 45 0.8 29 91 72 19 21 1.0 11 38 04 2.3
Agricultural products.... 3.4 3.0 0.7 -3.7 15 -2.0 10.2 -1.9 -3.2 -5.6 5.9 -3.1 6.0 5.0 3.3 6.6 -1.9 -2.6
Nonagricultural products.. 141 11.2 35 29 2.0 25 41 1.0 34 105 7.3 24 18 0.7 14 3.6 0.6 2.7
IMPOrtS. . 16.8 137 55 2.3 5.0 21 2.6 31 51 113 6.8 35 1.0 3.2 1.6 0.2 0.5 3.9
Petroleum and products... 35.6 39.4 37 87 19.1 -1.5 84 17.6 9.1 6.5 24 7.2 -0.1 9.7 0.9 -6.8 -0.8 9.3
Nonpetroleum products.......... 146 10.1 5.7 15 30 2.6 17 0.7 4.4 11.8 74 4.9 11 23 17 13 0.7 29
r Revised
p Preliminary

1. Because chain indexes use weights of more than one period, the corresponding chained dollar estimates are usually not additive.
Note. Percent changes in quarterly estimates are not annualized and are expressed at quarterly rates.
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mainly medical, dental, and pharmaceutical prepara-
tions. Consumer durable goods— mostly artwork, an-
tiques, and stamps—also contributed.

Nonagricultural industrial supplies and materials
were unchanged. Petroleum and products and chemi-
cals decreased, as the aftereffects of the damage caused
by Hurricanes Katrina and Rita continued to hamper
the production and distribution of petroleum and
chemicals in the Gulf Coast region. These decreases
were largely offset by an increase in metals and nonme-
tallic products, which mostly resulted from increases in
nonferrous metals and in iron and steel products. Ex-
port prices of nonagricultural industrial supplies and
materials increased more strongly than in recent quar-
ters as a result of increases in the prices of nonferrous
metals, iron and steel products, chemicals, and petro-
leum and products.

Agricultural products decreased $0.5 billion. Raw
cotton fell sharply after increasing sharply in the third
guarter when demand from China was particularly
strong. Soybeans continued to decline after unusually
large exports in the second quarter.

Imports. Imports increased $21.7 billion, or 5.1
percent, to $443.7 billion in the fourth quarter (table
C). Real imports increased 3.9 percent, and import
prices increased 1.2 percent. The substantial increase
in value was mostly attributable to increases in nonpe-
troleum industrial supplies and materials and in petro-
leum and products. By area, imports from Canada,
Europe, and Mexico increased strongly.

After two quarters of little change, nonpetroleum
industrial supplies and materials increased a record
$8.7 billion, partly as a result of a strong rise in prices.
Over a fourth of the increase in value was accounted
for by a record increase in imports of chemicals,
mostly from Europe and Asia excluding Japan. Metals
and nonmetallic products also increased substantially,
mostly as a result of increases in nonferrous metals and
in iron and steel products. Prices of nonferrous metals
and of chemicals increased, while prices of iron and
steel products decreased. Imports of natural gas,
mainly from Canada, increased strongly for the second
consecutive quarter. These increases resulted from the
severe disruption to U.S. natural gas production in the
Gulf Coast region caused by Hurricanes Katrina and
Rita, including a reduction in U.S. domestic natural
gas supply and a jump in prices in September and Oc-
tober.

Petroleum and products increased $6.2 billion after
a record increase of $10.1 billion in the third quarter.
In the fourth quarter, the average price per barrel was
virtually unchanged at $55.40 after two quarters of
strong increases, and the average number of barrels
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imported daily increased 9 percent, to 14.56 million af-
ter two quarters of decline (chart 4). U.S. domestic pe-
troleum production decreased 4 percent in the fourth
quarter after a drop of 12 percent in the third quarter.
Petroleum production in the Gulf Coast region contin-
ued to be hampered by the aftereffects of the hurri-
canes. Two-thirds of the increase in petroleum imports
was attributable to higher imports from Canada, Eu-
rope, and Mexico. Imports from members of OPEC in-
creased only $0.5 billion; imports from Venezuela,
Saudi Arabia, and Algeria were all lower.

Automotive vehicles, engines, and parts increased
$2.7 billion in the fourth quarter, the second consecu-
tive quarter of substantial increase. The fourth-quarter
increase was almost entirely the result of a rise in im-
ports of passenger cars, mostly from Canada.

Consumer goods increased $2.4 billion. The rise
was nearly evenly divided between durable goods and
nondurable goods. The largest increases in durable
goods were in televisions and video receivers and in
household and kitchen appliances. Nondurable goods
were boosted by rebounds in textile, apparel, and
household goods and in medical, dental, and pharma-
ceutical products. Textile, apparel, and household
goods increased despite a second consecutive quarterly
drop in imports from China. The decreases from
China came after sharp increases in the first and sec-
ond quarters and the imposition of quotas on several
categories of textile imports from China in late May.

Capital goods increased $1.3 billion. The largest in-
creases were in civilian aircraft, engines, and parts, in

Chart 4. Growth in U.S. Petroleum Imports and
Price per Barrel
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machine tools and metalworking machinery, and in oil
drilling, mining, and construction machinery. Among
high-technology products, semiconductors increased,
while telecommunications equipment and computers,
peripherals, and parts decreased. Computers, periph-
erals, and parts decreased for the first time in 3 years,
but growth in these products has been weak in most
recent quarters.

Balances by area. The deficits on goods with most
areas and major countries increased, largely as a result
of higher imports.* The deficits with Canada, Latin
America (mostly Mexico), Japan, and Europe (mostly
the United Kingdom and Germany) all increased. In
contrast, the deficit with Asia excluding Japan de-
creased as a result of decreases in the deficits with
members of OPEC and with China.

Services

The surplus on services decreased to $15.1 billion in
the fourth quarter from $15.9 billion in the third quar-
ter, as services payments increased more than services
receipts. The increases in both services receipts and
services payments were mostly attributable to increases
in “other” private services and “other” transportation.

Both travel receipts and travel payments decreased
for the second consecutive quarter. Travel receipts
edged down $0.1 billion, to $20.5 billion, as a result of
a decline in the number of overseas visitors to the
United States. Travel payments decreased $0.3 billion,
to $16.8 billion; the decrease was attributable to a de-
cline in payments to Mexico and to Canada, partly as a
result of a decline in the number of U.S. travelers. Pas-
senger fare receipts fell $0.2 billion, to $5.4 billion, and
passenger fare payments increased $0.3 billion, to $6.9
billion.

“Other” transportation receipts increased $0.6 bil-
lion, to $11.0 billion. The increase was mostly ac-
counted for by a rise in port services, reflecting
increases in trade volume and in fuel prices. “Other”
transportation payments increased $0.9 billion, to
$16.0 billion, mostly reflecting higher payments for
ocean freight services due to increases in trade volume
and in freight rates.

“Other” private services receipts increased $1.3 bil-
lion, to $40.9 billion. The increase was mostly attribut-

3. Seasonally adjusted estimates of 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 of imports for areas and countries are
derived by applying seasonal factors for total petroleum and nonpetroleum
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 categories.)
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able to increases in receipts for financial services and
for business, professional, and technical services.

“Other” private services payments increased $0.9
billion, to $27.5 billion. The rise was mainly attribut-
able to increases in payments for insurance services,
for financial services, and for business, professional,
and technical services. Insurance services payments
were only minimally affected by the occurrence of
Hurricanes Katrina and Rita, because insurance ser-
vices performed are mostly based on premiums, and
the premiums on most policies were set before the hur-
ricanes occurred.

Income

The balance on income shifted to a deficit of $2.4 bil-
lion in the fourth quarter from a surplus of $4.9 billion
in the third quarter. Income payments increased more
than income receipts, mostly as a result of a larger in-
crease in direct investment payments than in direct in-
vestment receipts.

Receipts of income on U.S. direct investment abroad
increased $3.4 billion, to $67.2 billion. The increase
was mostly attributable to higher earnings by foreign
affiliates in “other” industries, partly reflecting contin-
ued growth in the earnings of petroleum affiliates.
Earnings of foreign holding-company affiliates also in-
creased substantially. The total amount of earnings in
the fourth quarter was not affected by the American
Jobs Creation Act of 2004, which reduced the rate of
taxation on U.S. multinational companies’ qualifying
dividends from abroad for a period of 1 year (calendar
year 2004 or 2005 at taxpayers’ option, for calendar
year taxpayers). However, the composition of earnings
was significantly affected by the act because the
amount of earnings retained by affiliates abroad was
drawn down to support an elevated distribution of
earnings to parents in the United States.

Payments of income on foreign direct investment in
the United States increased $8.1 billion, to $33.1 bil-
lion, after a substantial decrease in the third quarter.
The rebound mainly resulted from a substantial shift
from losses back to profits by U.S. affiliates in finance
and insurance, particularly depository institutions.
Earnings of U.S. affiliates in wholesale trade, mostly in
petroleum and petroleum products, and in “other” in-
dustries also increased.

Both receipts and payments of “other” private in-
come increased strongly, mostly as a result of an in-
crease in interest rates. Receipts of “other” private
income increased $5.5 billion, to $61.1 billion. The rise
was mostly attributable to increases in interest receipts
on bank and nonbank claims and in dividends on U.S.
holdings of foreign stocks. Payments of “other” private
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18 U.S. International Transactions

income increased $6.1 billion, to $64.8 billion. The in-
crease was mostly attributable to increases in interest
payments on foreign holdings of U.S. bonds and on
bank liabilities.

Receipts of income on U.S. Government assets in-
creased $0.1 billion, to $0.7 billion. Payments of in-
come on U.S. Government liabilities increased $2.2
billion, to $32.1 billion. The increase was attributable
to increases in foreign holdings of U.S. Treasury and
agency securities and in yields on these holdings.

Unilateral current transfers

Unilateral current transfers were net outflows (pay-
ments) of $25.1 billion in the fourth quarter, up from
net outflows of $8.9 billion in the third quarter. The in-
crease was largely accounted for by an increase in net
outflows for “private remittances and other transfers,”
which were sharply reduced in the third quarter by
transfers resulting from the catastrophic damage
caused by Hurricanes Katrina and Rita. In the third
quarter, hurricane-related transfers included inflows
(receipts) for claims received by U.S. companies from
foreign insurance companies that substantially ex-
ceeded “expected” claims.* In addition, donations
from abroad for hurricane relief resulted in additional
inflows. As a result of these hurricane-related increases
in U.S. receipts, “private remittances and other trans-
fers” became much less negative and reduced the cur-
rent-account deficit in the third quarter. In the fourth
quarter, hurricane-related receipts decreased, and net
outflows for “private remittances and other transfers”
returned to a more typical level.

In the fourth quarter, net outflows for unilateral
current transfers were also boosted by a rise in U.S.
Government grants, which resulted from grants to Is-
rael and Egypt under the credit waiver program and
under economic assistance programs.

Capital Account
Capital account transactions were net outflows of $0.4
billion in the fourth quarter, virtually unchanged from
the third quarter.

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
$235.0 billion in the fourth quarter, down from $253.8
billion in the third quarter. Financial inflows for for-
eign-owned assets in the United States slowed more
than financial outflows for U.S.-owned assets abroad.

4. “Expected” claims are calculated as premiums multiplied by the histor-
ical average of claims as a percentage of premiums.
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U.S.-owned assets abroad

Net U.S.-owned assets abroad increased $43.1 billion
in the fourth quarter after an increase of $141.4 billion
in the third quarter. The slowdown mostly reflected a
decrease in U.S. claims on foreigners reported by U.S.
banks after an increase in the third quarter. In contrast,
net financial inflows for U.S. direct investment abroad
were smaller in the fourth quarter than in the third
quarter, and net U.S. purchases of foreign securities
picked up.

U.S. official reserve assets. U.S. official reserve as-
sets decreased $4.8 billion in the fourth quarter after a
decrease of $4.8 billion in the third quarter. The
fourth-quarter decrease was more than accounted for
by a decrease in the U.S. reserve position in the Inter-
national Monetary Fund (IMF), reflecting the net re-
payment of U.S. dollars to the IMF, mostly by Brazil
and Argentina. In the fourth quarter, Brazil repaid all
of its outstanding debts to the IMF 2 years earlier than
scheduled, and Argentina repaid nearly all of its IMF
debts 3 years earlier than scheduled.

Claims reported by banks and by nonbanks. U.S.
claims on foreigners reported by U.S. banks and secu-
rities brokers decreased $11.5 billion in the fourth
quarter, in contrast to an increase of $108.0 billion in
the third quarter (chart 5).

Banks’ own claims decreased $36.2 billion in the
fourth quarter, in contrast to an increase of $80.2 bil-
lion in the third quarter. The reduction in lending fol-
lowed substantial lending to foreigners in the previous
two quarters. In the fourth quarter, securities brokers
and dealers sharply reduced their lending to nonbank
foreigners in Europe and Caribbean financial centers.
The reduction, largely in the form of a decrease in re-
sale agreements, was partly attributable to a fall in de-
mand for credit by international investment funds. In
addition, foreign-owned banks in the United States
substantially slowed their lending to offices abroad. In
contrast, U.S.-owned banks stepped up their lending
to foreign banks.

Banks’ domestic customers’ claims increased $24.7
billion after an increase of $27.8 billion. In the fourth
quarter, claims denominated both in dollars and in
foreign currencies increased. The largest increases in
dollar-denominated claims were in “other” short-term
instruments and in deposits and brokerage balances.

Claims reported by U.S. nonbanking concerns in-
creased $22.1 billion after an increase of $30.4 billion.
The fourth-quarter increase was more than accounted
for by an increase in deposits, mainly in Caribbean fi-
nancial centers and Europe.

Foreign securities. Net U.S. purchases of foreign se-
curities were $40.0 billion in the fourth quarter, up
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from $34.6 billion in the third quarter. The increase
was largely accounted for by a pickup in net U.S. pur-
chases of foreign stocks. Net U.S. purchases of foreign
bonds also increased.

Net U.S. purchases of foreign stocks were $39.0 bil-
lion, up from $33.9 billion. The increase, together with
substantial net purchases in the first three quarters of
the year, resulted in record net U.S. purchases for 2005.
In both local currency and U.S.-dollar terms, foreign
stock markets have outperformed the U.S. stock mar-
ket for five of the last six quarters. In the fourth quar-
ter, transactions in Canadian stocks shifted to net U.S.
purchases, and net U.S. purchases of stocks from Eu-
rope and Latin America increased. In contrast, net U.S.
purchases of stocks from Asia decreased, but they were
substantial for the second consecutive quarter as a re-
sult of continued strong net U.S. purchases from Ja-
pan. There were no merger-related exchanges of stock
in the fourth quarter.

Net U.S. purchases of foreign bonds were $1.0 bil-

Chart 5. Selected Financial Flows, 2003:1V-2005:1V
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lion, up slightly from $0.7 billion. Returns in most for-
eign bond markets strengthened in the fourth quarter
after mixed returns in the third quarter. A slowdown in
net U.S. sales of bonds from Europe and Asia was
largely offset by a slowdown in net U.S. purchases of
bonds from Latin America.

Direct investment. Net financial flows for U.S. di-
rect investment abroad were net inflows of $2.1 billion
in the fourth quarter, down from net inflows of $25.3
billion in the third quarter (chart 6). The reduction in
net inflows was attributable to an increase in net equity
capital outflows and a decrease in net inflows for rein-
vested earnings. Net equity capital outflows were the
strongest since the fourth quarter of 2004, as U.S. com-
panies completed a few moderate-sized acquisitions of
companies in Canada and Europe. The decrease in net
inflows for reinvested earnings largely resulted from a
decrease in distributions of earnings to parent compa-
nies in the United States. However, for the second con-
secutive  quarter,  distributed earnings  were
exceptionally strong and reinvested earnings were ex-
ceptionally weak, as U.S. parent companies took ad-
vantage of incentives associated with the American
Jobs Creation Act of 2004. The act allows U.S. parent
companies to repatriate affiliates’ earnings at reduced
rates of taxation for a period of 1year, which for most
companies, terminated in the fourth quarter of 2005.

Foreign-owned assets in the United States

Net foreign-owned assets in the United States
increased $278.0 billion in the fourth quarter after an

Chart 6. Financial Flows for U.S. Direct Investment
Abroad
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increase of $395.3 billion in the third quarter. The
slowdown largely reflected a decrease in U.S. liabilities
reported by U.S. nonbanks in the fourth quarter after
an increase in the third quarter and a much smaller in-
crease in U.S. liabilities reported by U.S. banks in the
fourth quarter than in the third quarter. In addition,
both net foreign purchases of U.S. securities other than
U.S. Treasury securities and net inflows for foreign di-
rect investment in the United States slowed.

Foreign official assets. Foreign official assets in the
United States increased $74.6 billion in the fourth
quarter after an increase of $38.2 billion in the third
quarter. In the fourth quarter, assets of Asian countries
continued to increase substantially. Assets of European
countries also increased.

Liabilities reported by banks and by nonbanks.
U.S. liabilities reported by U.S. banks and securities
brokers, excluding U.S. Treasury securities, increased
$15.7 billion in the fourth quarter after an increase of
$78.7 billion in the third quarter.

Banks’ own liabilities increased $13.4 billion after an
increase of $87.7 billion. Dollar-denominated borrow-
ing slowed in the fourth quarter after sizable borrow-
ing in the previous two quarters. The slowdown was
partly attributable to a reduction in borrowing by se-
curities brokers and dealers, mainly in the form of a
decrease in repurchase agreements with foreign non-
banks in Europe and Caribbean financial centers. In
addition, borrowing by foreign-owned banks in the
United States slowed, partly as a result of their cur-
tailed lending abroad. In contrast, borrowing by U.S.-
owned banks picked up.

Banks’ customers’ liabilities increased $2.3 billion,
in contrast to a decrease of $9.0 billion in the third
quarter. In the fourth quarter, dollar-denominated lia-
bilities increased as a substantial increase in negotiable
certificates of deposits and other short-term instru-
ments more than offset a decrease in “other” liabilities.

Liabilities reported by U.S. nonbanking concerns
decreased $51.5 billion, in contrast to an increase of
$18.6 billion in the third quarter. The large decrease,
the first decrease in 4 years, was attributable to U.S.
nonbanks’ repayment of funds to the United Kingdom.

U.S. Treasury securities. Net foreign purchases of
U.S. Treasury securities were $70.1 billion in the fourth
quarter, up from $40.8 billion in the third quarter
(chart 7). The fourth-quarter net foreign purchases
were the second largest on record, only a little lower
than the record net purchases in the first quarter of
2005. In the fourth quarter, the U.S. Treasury bond
market outperformed both the U.S. corporate bond
market and the U.S. agency bond market. The pickup
in net purchases by foreigners was mainly accounted
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for by investors in the United Kingdom and Caribbean
financial centers.

Other U.S. securities. Net foreign purchases of U.S.
securities other than U.S. Treasury securities were
$129.3 billion, down from a record $165.9 billion. The
decrease was mainly due to a slowdown in net foreign
purchases of U.S. agency bonds. Net foreign purchases
of U.S. corporate stocks and bonds also slowed, but re-
mained relatively strong.

Net foreign purchases of U.S. corporate bonds were
$93.9 billion, down from a record $100.4 billion. Glo-
bal interest-rate differentials continued to favor the
purchase of U.S. fixed-income securities. U.S. shorter
term interest rates continued to rise, and U.S. longer
term rates also increased. Spreads on both investment-
grade and high-yield corporate bonds over U.S. Trea-
sury bonds widened. A decline in net purchases of U.S.
corporate bonds by investors in the United Kingdom
and Caribbean financial centers more than offset an
increase in net purchases by investors in Japan.

Net foreign purchases of U.S. stocks were $22.9 bil-
lion, down from $30.8 billion. Foreign demand for
U.S. stocks remained relatively strong though the U.S.
stock market underperformed most foreign stock mar-
kets for the fourth consecutive quarter. Net foreign
purchases by investors in Canada decreased, but re-
mained elevated after restrictions that limited Cana-
dian pension fund holdings of foreign securities were
removed in the third quarter. In the fourth quarter, net
purchases by investors in Caribbean financial centers

Chart 7. Transactions in U.S. Securities,
2003:1V-2005:1V
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also decreased, but transactions by investors in Asia
shifted to net purchases from net sales. There were no
merger-related exchanges of stock in the fourth quar-
ter.

Net foreign purchases of U.S. federally sponsored
agency bonds were $12.5 billion, down from $34.7 bil-
lion. Agency bond prices decreased, and spreads over
U.S. Treasury bonds widened. After recent accounting
irregularities at two government-sponsored enter-
prises, the U.S. House of Representatives passed legis-
lation in the fourth quarter that if enacted, would
tighten regulatory controls over these enterprises.

U.S. currency flows. Net U.S. currency shipments to
foreigners were $9.2 billion in the fourth quarter, up
from $4.7 billion in the third quarter.

Direct investment. Net financial inflows for foreign
direct investment in the United States were $30.6 bil-
lion in the fourth quarter, down from $48.4 billion in
the third quarter. The decrease was more than ac-
counted for by a shift to small net outflows on inter-
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company debt from large net inflows, mostly reflecting
shifts to net outflows by U.S. wholesale trade and man-
ufacturing affiliates. In contrast, reinvested earnings
increased as a result of an increase in earnings, and net
equity capital inflows edged up.

Data Availability

The estimates that are presented in tables 1-12 of the
U.S. international transactions accounts (table 12 is
presented annually in the July survey of Current Busi-
ness) are available interactively on BEA's Web site at
<www.bea.gov>. Users may view and download the
most recent quarterly estimates (annual estimates for
table 12) for an entire table, or they may select the
period, frequency, and lines that they wish to view.
The estimates are available in an HTML table, in an
Excel file, or as comma-separated values.
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U.S. International Transactions in 2005

By Christopher L. Bach

HE U.S. current-account deficit—the combined

balances on trade in goods and services, income,
and net unilateral current transfers—increased to
$804.9 billion in 2005 from $668.1 billion in 2004. An
increase in the deficit on goods to $781.6 billion from
$665.4 billion accounted for most of the increase.
Other contributors to the increase in the deficit were a
decrease in the surplus on income to $1.6 billion from
$30.4 billion and a small increase in net outflows for
unilateral current transfers to $82.9 billion from $80.9
billion. In contrast, the surplus on services increased to
$58.0 billion from $47.8 billion (table A, chart 1).

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
$801.0 billion in 2005, up from $584.6 billion in 2004.
Financial inflows for foreign-owned assets in the
United States slowed less than financial outflows for
U.S.-owned assets abroad.

The statistical discrepancy—errors and omissions in
recorded transactions—was a positive $9.6 billion in

2005, compared with a positive $85.1 billion in 2004.
The following are highlights for 2005:

e The deficit on goods increased by a large amount
for the second consecutive year, but the size of the
increase was no larger than that in 2004. Export
growth slowed slightly, but remained strong.
Import growth also slowed because of a slowdown
in nonpetroleum imports, but it remained strong.
The major hurricanes in the U.S. Gulf Coast region
late in the year had an impact on both exports and
imports, although much of the impact was tempo-
rary.

o The surplus on services increased for the first time
in 6 years. Receipts increased about the same
amount as in 2004, but payments increased by a
substantially smaller amount than in 2004. All
major categories of services payments increased less
than in 2004.

e The surplus on income dropped sharply. The sur-
plus on direct investment income and the deficit on
portfolio income each changed little. However, the

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

Lines in tables 1 and 11 in which transactions . 2004 2005 .
Line are included are indicated in ( } 2004 2005° 2(():0h4a-n290%5 2%'53,“?3'\,
{Credits +; debits -) | 1] n v i I n- e )
J— - —_— —_ _17 [ S —
Current account
1|Exports of goods and services and income receipts (1)................... | 1,530,975| 1,740,897 ©209,922| 363,494 376,564 385,874| 405,041 413,076| 428,058 441,821| 457,939 16,118
21 Goods, balance of payments basis (3) 807,536 892,619 85083| 193,789| 200,072| 204,801 208874| 213,407| 223,106( 224,793} 231,313 6,520
31 Services (4)... 343,912 379,604 35692| 83,304] 85027 85569| 90,013] 92745| 93,832 96,220 96,806 586
4| Income receipts (12) ... 379,527 468,674 89,147| 86,401 91,465 95504 106,154 106,924 111,120 120,808 129,820 9,012
5 |Imports of goods and services and income payments (18).. -2,118,119| 2,462,946 ; -344,827 | 487,324 -522,684 | -537,085| -571,026| -584,567 | —602,326 | -618,310| —657,746| -39,436
6| Goods, balance of payments basis {20) -1,472,926 | -1,674,261 | -201,335| -345,241| -364,069( -372,576| -391,050| ~399,079 | —409,378| -422,061{ —443,743! -21,682
7| Services (21).......... -296,105| -321,578| -25473| -70,704| -73,082| -75259| -77,058| -79,198| -80,278| -80,352| -81,749 -1,397
8| Income payments (29)........cocerrcenrrumreemeemmnermsiesenieseenes -349,088| 467,107 -118019| -71,379| -85543| -89,250| -102,918} -106,290 | -112,670| -115,897 | -132,254| -16,357
9 [Unilateral current tr: , net (35) .. -80,930| -82,8906: -1,966| -22,271| -20,515| -15771| -22,374| -26,252| -22,633 -8,940( -25,069| -16,129
Capital account
10 [Capital account transactions, Net (39) ...........coouvuererrreerienrconenrcnnncs -1,648 -5,647! 3,998 -428 =372 -393 —455 -4,466 -315 435 -431 4
Financial account
11 |U.S.-owned assets abroad, net (increase/financial outflow (-)) (40) -855,509 | 491,729 363,780 -295,140 -133,886 | -137,525 | -288,957| -81,803| -225,422| -141,429| -43,077 98,352
121 U.S. official reserve assets, net (41) k 14,096 11,201 557 1,122 429 697 5,331 -797 4,766 4,796 30
13| U.S. Government assets, other than official reserve assets, net (46) 1,215 7,580 6,365 727 -2 -1 501 4,487 971 1,516 606 -910
141 US. private assets, net {50) 859,529 | -513,405| 346,124 -296,424| -135,006| -137,943 | -290,155| -91,621| -225596| -147,711| -48,479 99,232
15 |Foreign-owned assets in the United States, net (increase/financial
inflow (+)) (55) 1,440,105 | 1,292,695 -147,410| 423,023 304,937 | 254,228| 457,915| 243,311 376,085 395264 278,037 -117,227
16| Foreign official assets in the United States, net (56). 394,710 220,676 -174,034| 147,401 77,033 75792 94,478| 25277 82,646 38,176| 74,577 36,401
17| Other foreign assets in the United States, net (63) .| 1,0453951 1,072,019, 26,624 \ 275622| 227,898 | 178,436| 363,437 218,034 293,439| 357,088| 203,460| -153,628
18 |Statistical discrepancy (sum of above items with sign reversed) (70 85,126 9,626| -75500 18,646 —4,044| 50,672 19,856| 40,701| 46,553 -67971| -9,653| 58,318
Memoranda: \ \
19 {Balance on current account (76) -668,074  -804,945' -136,871: ~146,101| -166,635| ~166,982 | -188,359| —197,743| 196,901 | -185429| -224,876| -39,447
20 Net financial flows (40 and 55) 584,596 l 800,966 ‘ 216,370 ‘\ 127,883‘ 171,051 116,703| 168958 161,508 150,663 253,835| 234,960 -18,875
r Revised
p Preliminary
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deficit on U.S. Government income increased sub-
stantially, leading to most of the drop in the surplus
on income.

eFinancial outflows for U.S.-owned assets abroad
were much smaller in 2005 than in 2004, partly as
U.S. direct investment abroad slowed substantially.
Financial outflows for U.S. direct investment abroad
fell by a large amount as a result of the sizable draw-
down of reinvested earnings of affiliates abroad for
distribution to parents in the United States. The
drawdown resulted from tax incentives provided by
the American Jobs Creation Act of 2004. Draw-
downs of this size are not expected to continue,
because of time limitations contained in the legisla-
tion.

eFinancial inflows for foreign-owned assets in the
United States were smaller in 2005 than in 2004, but
remained strong. Private foreign holdings of U.S.
Treasury securities and of U.S. securities other than
U.S. Treasury securities increased by a much larger
amount in 2005 than in 2004. In contrast, foreign
official assets in the United States increased by a
much smaller amount.

Chart 1. U.S. Current-Account Balance and
its Components

Billion $
40

P Balance on services

_________ Balance on income —tm..___ %
............... phtt VA

Unilateral current transfers, net

Balance on
ik current account

-100
-120
-140
-160
-180
—200
—220

pbno b b o bbb b o b
1994 95 96 97 98 99 2000 01 02 03 04 05
Seasonally adjusted
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Selected economic and financial conditions

US. real gross domestic product (GDP) growth
slowed to 3.5 percent in 2005 from 4.2 percent in
2004. Businesses continued to spend vigorously on
nonresidential fixed investment, consumer spending
remained strong, and corporate profits accelerated. Al-
though energy prices and prices of energy-related
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goods continued to rise strongly, core consumer infla-
tion changed little. Exports and imports in the U.S.
Gulf Coast region were temporarily affected by the
hurricanes that hit the area late in the third quarter.
U.S. real growth exceeded real growth in most ad-
vanced countries by a significant margin again in 2005,
and with domestic demand expanding strongly, the
U.S. current-account deficit widened further.

The Federal Reserve raised the target Federal funds
rate 200 basis points in eight successive steps to 4.25
percent in 2005, which brought the total rise since
early 2004 to 325 basis points. The sharp rise in U.S.
short-term interest rates relative to foreign interest
rates, which changed little until late in the year, led to
increasingly large short-term interest differentials in
favor of U.S. financial assets. U.S. long-term interest
rates were not significantly influenced by monetary
tightening, but long-term interest differentials in favor
of U.S. financial assets increased slightly (charts 2 and
3).

Chart 2. Short-Term Interest Rates
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Economic growth in many foreign countries slowed
in 2005. Real GDP growth in the euro area slowed to
1.3 percent in 2005 from 2.1 percent in 2004, and un-
employment remained high. The slowdown was par-
ticularly evident in Germany and France. The
European Central Bank left the minimum bid rate on
main refinancing operations unchanged until very late
in the year when the rate was raised 25 basis points.
Real GDP growth in Japan increased to 2.7 percent
from 2.3 percent. The Japanese monetary authority left
the uncollateralized overnight call rate unchanged at a
very low level. Real GDP growth in the United King-
dom slowed to 1.8 percent from 3.1 percent. The Brit-
ish monetary authority lowered the repurchase rate 25
basis points in the third quarter. Real GDP growth in
Canada was 2.9 percent, unchanged from ayear earlier.
The Canadian monetary authority increased the target
for the overnight rate 75 basis points in three succes-
sive steps in the last half of the year (chart 4).

In 2005, the dollar depreciated 2 percent on a trade-
weighted yearly average basis against a group of seven

Chart 3. Long-Term Interest Rates

Percent

1. Long-term government bonds, 10-year maturities.
2. US. interest rates less respective foreign interest rates.
Data: Federal Reserve Board and foreign monetary authorities.

U.S. Bureau of Economic Analysis
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major currencies that are widely traded in interna-
tional markets. However, from December 2004 to De-
cember 2005, the dollar appreciated 7 percent against
the group and 11-14 percent against major European
currencies and the Japanese yen. This appreciation off-
set some of the sizeable depreciation of the past 3 years
(table B, chart 5). The dollar appreciated 13 percent

Chart 4. Key Interest Rates for Monetary Policy

Percent

Note. The rates shown are the following: The target level for the Federal funds rate

inthe United States, the target for the overnight rate in Canada, the minimum bid rate on
main refinancing operations in the euro area, the repo rate in the United Kingdom, and
the uncollateralized overnight call rate in Japan.

Data: Federal Reserve Board and foreign monetary authorities.

U.S. Bureau of Economic Analysis

Chart 5. Nominal Indexes of Foreign Currency Price
of the U.S. Dollar

January 1999=100

Note. See table B for the definitions of the indexes. Monthly average rates.
Data: Federal Reserve Board. Indexes rebased by BEA.
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against the euro, 14 percent against the Japanese yen,
11 percent against the British pound, and it depreci-
ated 5 percent against the Canadian dollar. On July
21, China revalued the renminbi 2.1 percent against
the dollar and announced that it would manage the
value of its currency with reference to a basket of
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foreign currencies. Economic growth in China
remained vigorous, supported by robust domestic
demand and exports. The Chinese trade surplus in
2005 more than tripled to over $100 billion, and its
foreign exchange reserves increased more than $200
billion.

Table B. Indexes of Foreign Currency Price of the U.S. Dollar

[January 1999=100}
2004 2005 2004 2005
v t ! i n: VP ' Dec’ | Jan’ | Feb.’ March’; April* | May' | June’ | July™ | Aug.” | Sept.” | Oct.? | Nov.? | Dec.?
Nominal: !
957| 968| 972 98.0| 952| 957, 959, 954| 96.2| 966, 976| 980, 968, 967, 977| 984, 978
Major currencies 2. 80| ©884| 895, 908 848, 858 866, 856 870 882{ 899 907 891 887/ 901 916 908
Other important trading partners *.. 108.4| 1078| 107.1| 107.1} 1089: 108.8| 108.1| 108.2: 108.2| 1075| 107.6| 107.5| 106.7| 107.1: 107.5| 107.1| 106.6
Real: ! : i
Broad ? 979| 969| 988, 99.9| 1004| 96.1| 969! 970| 969| 983{ 985 997, 1003| 993| 100.0: 1009  100.7| 99.6
Major currencies ®....c...ococimnee | 916 916| 946| 9661 982| 895 911 923 915 933| 943| 962 975| 960( 963 980 99.0| 977
Other important trading partners  ........ 1052| 103.0! 103.6| 1035| 1027] 103.8| 1036| 102.3| 103.2| 1040 1033| 103.6| 1034| 103.0] 1042| 1040, 1024| 1016
Selected currencies: {(nominal) 8
Canada 804 807| 818 791| 772{ 802; 806, 816| 800, 813 826| 816, 805 793| 775 775 778 764
European currencies: . i
Euro area ®........ 895 884| 921| 951 975| 865 883 89.1| 879 896: 91.3| 954 963, 943 947! 964 983 977
United Kingdom 885| 873 889| 925 944| 855 878, 874 866 870 889 908 942 919 913| 935 951 945
Switzerland 854| 853 885| 920, 939| 827| 851| 860( 848! 863 878 91.4| 934 911 914| 930 946 942
Japan 933| 922] 949 982| 1035; 916 912| 926| 929, 946 941 960| 988| 976 98.2| 101.4| 1046: 1046
Mexico 1118 1104| 108.3] 1058| 105.8| 1106| 111.2| 1100 110.1} 109.7| 108.4| 106.8| 105.4| 1055| 106.5] 107.0| 1054 104.9
Brazil 1842 176.2| 164.2| 154.9| 1487| 1796| 177.9| 1718| 179.0 170.4| 1624| 159.7| 156.8| 156.1| 1518 149.0) 1462. 150.9
1 Revised weight divided by the sum of the broad-index weights for all of the currencies included in the major currency
p Preliminary index, Data: Federal Reserve Board. Monthly and quarterly average rates. Index rebased by BEA.

1. For more information on the nomina! and real indexes of the foreign exchange value of the U.S. dollar, see
Federal Reserve Bulletin (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 quarterly average rates. Index rebased by BEA.

3. Weighted average of the foreign exchange value of the U.S. dollar against broad-index currencies 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

Current Account

Goods and services

The deficit on goods and services increased to $723.6
billion in 2005 from $617.6 billion in 2004. The deficit
on goods increased substantially, and the surplus on
services increased (table C).

Goods

The deficit on goods increased to $7 81.6 billion in
2005 from $665.4 billion in 2004. Goods exports

Table C. Selected Balances on

4. Weighted average of the foreign exchange value of the U.S. dollar against broad-index currencies that do
not circulate widely outside the cauntry of issue, including the currencies of Argentina, Brazil, Chile, Calombia,
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.

slowed slightly but remained strong, continuing the
stronger growth that began in mid-2003. Goods im-
ports also slowed because of a slowdown in nonpetro-
leum imports, but remained strong.

Goods exports increased $85.1 billion in 2005, or 11
percent, after an increase of $94.1 billion, or 13 per-
cent, in 2004. Capital goods and industrial supplies
and materials accounted for two-thirds of the increase
in 2005; smaller increases occurred in consumer goods

and in automotive vehicles, engines, and parts (tables
D and E).

U.S. International Transactions

[Miliions of dollars, quarters seasonally adjusted]

’ 2005
(Credits +; debits -) 2003 2004 2005 * —-
[ e e e
Balance on goods ... -547,286 -665,390 -781,642 -185,672 -186,272 -197,268 -212,430
Balance on services............. 52,482 47,807 58,026 13,547 13,554 15,868 15,057
Bal OM INCOME ....oocoocr s ines sttt 46,304 30,439 1,567 634 -1,550 4,911 -2,434
Investment income, net 51,834 36,234 7,406 2,044 -126 6,427 -944
Direct investment, net 121,842 127,921 129,865 28,363 28,475 38,855 34,167
Other private, net ........ -1,237 —4,946 -9,122 -1,034 -1,384 -3,066 -3,638
U.S. Government, net 68,771 -86,741 -113,337 -25,285 =27,217; -29,362 -31473
Compensation of employees, net... -5,530 -5,795 -5,839 -1,410 -1.424 -1516. -1,490
Unilateral current transfers, net...... -71,169 -80,930 -62,896 -26,252 -22,633 -8,940 ; -25,069
Balance on current account -519,679 —668,074 804,945 -~197,743 -196,901 i -185429'  -224,876
r Revised
p Preliminary
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26 U.S. International Transactions in 2005 April 2006

Goods imports increased $201.3 billion, or 14 per- U.S. imports slowed in 2005, especially nonpetro-
cent, in 2005, after an increase of $212.2 billion, or 17 leum imports, partly reflecting the slowdown in U.S.
percent, in 2004. Half of the increase in 2005 was in in- real GDP growth to 3.5 percent in 2005 from 4.2
dustrial supplies and materials; sizable increases also
occurred in capital goods and in consumer goods gt g Major Industrial Countries: Real GDP
(tables D and E).

U.S. exports slowed slightly in 2005, partly in re- Percent change from preceding year
sponse to the slowing of real GDP growth in the euro °
areato 1.3 percent from 2.1 percent and to the slowing
in real GDP growth in the United Kingdom, Japan, and
Canada to a range of 1.8-2.9 percent from a range of
2.3-3.1 percent (chart 6). Growth in the newly indus-
trialized countries in Asia slowed to 4.0 percent from 5
5.6 percent, and growth in Latin America included sig-
nificant slowdowns in Brazil and Mexico.

Table E. Percent Change in U.S. Trade in Goods,
Current and Chained (2000) Dollars -2
[Balance of payments basis]
Current dollars Chained (2000) dollars

2003 2004 2005 » 2003 2004 2005 p

Exports 45 132 105 25 91 72
Agricultural products 117 34 3.0 14 -5.6 59
Nonagricultural products.........c.cceeevvvveiniiininineriees 39 141 112 26 105 73

Foods, feeds, and beverages.
Industrial supplies and materials

Capital goods, except automotive...
Automotive vehicles, engines, and parts....
Consumer goods (nonfood), except automo

109 2.8 41 18 -6.4 6.5
103 17.9 136 32 5.7 2.0

11 129 9.2 22 129 8.9 2
22 10.7 95 15 9.8 8.2

6.6 146 121 6.0 136 10.8

Exports, n.e.c . 50 96 158 75 49 114
Imports 8.2 16.8 137 52 113 6.8 0

Petroleum and productS........cooceeecrriemncrenins 28.6 35.6 39.4 6.5 6.5 24

Nonpetroleum products 6.3 146 101 5.0 11.8 74

124 113 9.6 78 57 3.7
173 313 26.1 3.6 11.0 37

Foods, feeds, and beverages.
Industrial supplies and materials

Capital goods, except automotive... 4.4 16.1 105 6.0 17.3 11.2 -2

Automotive vehicles, engines, and parts 32 8.6 51 2.6 6.8 4.0

Consumer goods (nonfood), except automotive. 85 11.7 91 8.7 10.9 8.2 1999 2000 2001 2002 2003 2004 2005
Imports, n.e.c., and U.S. goods returned.... -3.0 5.3 11.0 -5.0 19 73

. U.S. Bureau of Economic Analysis
p Preliminary

n.e.c. Not elsewhere classified

Table D. U.S. Trade in Goods, Current and Chained (2000) Dollars
[Balance of payments basis, millions of dollars, quarters seasonally adjusted]

Current dollars Chained (2000) dollars 1
2005 2005
2003 2004 2005 p 2003 2004 2005 p
I Ihr [ IV p " r ' IV p
Exports 713,421 807,536 892,619 213,407 223,106 224,793 231,313 708,919 773,450 828,948 199,866 207,454 208,327 213,190
Agricultural products 60,884 62,940 64,829 15,328 16,894 16,567 16,040 53,872 50,844 53,866 13,037 13,902 13,636 13,276
Nonagricultural ProductS........c..eveeeeersmssenserererens 652,537 744596 827,790 198,079 206,212 208,226 215273 654,895 723,745 776,364 187,126 193,816 195001 200,319

Foods, feeds, and beverages.
Industrial supplies and materials
Capital goods, except automotive...
Automotive vehicles, engines, and parts

55,026 56,568 58,873 13,996 15,471 14,760 14,646 49,097 45,932 48,929 11,885 12,756 12,119 12,159
173,053 203,966 231,804 55,729 58,804 58,877 58,394 169,406 179,078 182,635 45,110 46,740 46,212 44,600
293620 331,476 361,844 85,482 90,208 90,860 95,294 300,557 339,467 369,761 87,164 92,019 92,816 97,799

80,685 89,292 97,760 23,631 23,407 24,577 26,145 79,442 87,231 94,424 22,904 22,642 23721 25,147

Consumer goods (nonfood), except automotive........ 89,908 103,075 115,515 28,238 28,468 28,950 29,859 90,183 102,422 113,445 21,771 27,976 28,461 29,234
Exports, n.e.c 21,129 23,159 26,823 6,331 6,748 6,769 6,975 20,667 21,682 24,149 5,765 6,089 6,080 6,210
Imports 1,260,717 1,472,926 1,674,261 399,079 409,378 422,061 443,743 1,285580 1,430,442 1528349 376,714 377,401 379,456 394,266

Petroleum and products.
Nonpetroleum products..

133,088 180,459 251,619 52,953 57,418 67,538 73,710 129,346 137,795 141,066 36,514 34,040 33,769 36,895
1,127,629 1,292,467 1422642 346,126 351,960 354,523 370,033 1,155,772 1,292,622 1,388,282 339,966 344,350 346,874 356,920

55,831 62,143 68,082 16,515 16,756 17,223 17,588 54,567 57,700 59,829 14,684 14,678 15,209 15,254
314509 412,989 520,764 117,908 122,311 132,861 147,684 310,415 344,698 357,530 91,010 87,277 86,488 92,703
295,833 343451 379,453 90,572 95,734 95,924 97,223 320,512 376,059 418,171 99,232 104,904 106,038 108,064
210,172 228,235 239,976 58,119 58,024 60,547 63,286 208,560 222,705 231,682 56,211 56,055 58,417 60,989
334,006 373,054 407,112 101,701 101,694 100,672 103,045 340,937 378,251 409,108 102,109 102,104 101,211 103,685

50,366 53,054 58,874 14,264 14,859 14,834 14,917 49,993 50,962 54,687 13,380 13,868 13,800 13,638

Foods, feeds, and beverages.
Industrial supplies and materials
Capital goods, except automotive...
Automotive vehicles, engines, and parts
Consumer goods (nonfood), except automotive
Imports, n.e.c., and U.S. goods returned

r Revised 1. Because chain indexes use weights of more than one period, the corresponding chained dollar estimates are usually not

p Preliminary additive.
n.e.c. Not elsewhere classified
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percent in 2004. Nonetheless, continued strong expan-
sion in the U.S. domestic economy was a dominant
factor in strong import growth.

Dollar prices of total U.S. exports increased less
strongly in 2005 than in 2004. Many of the stronger
price increases in 2005 were attributable to industrial
supplies and materials (including petroleum, chemi-
cals, and metals and metallic products). Prices of
capital goods changed little, and prices of foods, feeds,
and beverages declined after a large increase (table F).
When translated into foreign currencies, prices of U.S.
exports increased in 2005; the foreign currency price of
industrial supplies and materials, which includes en-
ergy products and petroleum, was sharply higher
(table G).

Table F. Percent Change in U.S. Trade in Goods,
Chain-Weighted Price Indexes
[Based on index numbers (2000=100)]

2003 2004 2005 »
Exports 2.0 3.7 31
Agricultural products 10.1 95 -2.8
Nonagricultural products.. 13 33 36
Foods, feeds, and beverage 9.0 9.9 2.3
Industrial supplies and materials... 6.9 115 114
Capital goods, except automotive. 11 0.0 0.2
Computers, peripherals, and parts 2.4 -1.5 7.9
Civilian aircraft, engines, and parts.... 3.9 4.0 4.2
Other capital goods -2.0 -0.7 0.9
Automotive vehicles, engines, and parts 0.7 0.8 11
Consumer goods (nonfood), except automotive........ 0.6 0.9 11
Exports, n.e.c 27 45 4.0
Imports 29 5.0 6.4
Petroleum and products... . 20.8 273 36.7
Nonpetroleum products 12 25 25
Foods, feeds, and beverages... 43 5.3 5.6
Industrial supplies and materials... 133 183 215
Capital goods, except automotive. 1.5 -11 0.6
Computers, peripherals, and parts 6.6 -6.4 7.9
Civilian aircraft, engines, and parts.... 0.6 3.8 3.8
Other capital goods 04 0.6 18
Automotive vehicles, engines, and parts.............c..... 0.5 17 11
Consumer goods (nonfood), except automotive........ 0.2 0.7 0.9
Imports, n.e.c., and U.S. goods returned................... 21 33 34
r Revised
p Preliminary
n.e.c. Not elsewhere classified
Table G. Percent Change in Foreign Currency Cost of
U.S. Exports of Goods
[Based on index numbers (2000=100)]
2003 r 2004' 2005 p
Exports -10.5 -4.8 12
Agricultural products........ -3.4 0.5 -4.6
Nonagricultural products. -111 -5.2 17
Foods, feeds, and beverages... -4.4 0.9 4.1
Industrial supplies and materials.. -6.2 23 9.4
Capital goods, except automotive -13.2 -8.3 -1.7
Computers, peripherals, and pa -14.3 -9.5 -9.6
Civilian aircraft, engines, and part: -8.8 -4.5 2.2
Other capital goods -14.0 -8.8 -1.0
Automotive vehicles, engines, and parts.... . -116 -7.5 -0.7
Consumer goods (nonfood), except automotive....... -118 7.3 -0.8
Exports, n.e.c -9.9 -4.1 2.0
r Revised
p Preliminary

n.e.c. Not elsewhere classified

Note. Chain-weighted price indexes multiplied by the trade-weighted exchange rate index of the currencies
of Australia, Austria, Belgium, Canada, Finland, France, Germany, Ireland, Italy, Japan, Luxembourg, Nether-
lands, Portugal, Spain, Sweden, Switzerland, the United Kingdom, and since January 2001, Greece.
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Dollar prices oftotal U.S. imports increased faster in
2005 than in 2004. Price increases of nonpetroleum
products were unchanged in 2005. In contrast, prices
of petroleum products were sharply higher (table F).

Exports. Goods exports increased $85.1 billion, or
11 percent, to $892.6 billion in 2005, following an in-
crease of $94.1 billion, or 13 percent, in 2004 (table D).
Despite the slowdown, export growth remained strong
by historical standards. The last time 2 successive years
of substantial export growth occurred was in 1994-95
when an increase of $45.9 billion in 1994 was followed
by an increase of $72.3 billion in 1995. Real exports in-
creased 7 percent in 2005, and export prices increased
3 percent. In value, capital goods and industrial sup-
plies and materials led the increase in 2005, accounting
for two-thirds of the rise in total exports (chart 7 and

Chart 7. U.S. Trade in Goods: Change From
Preceding Quarter

Percent

9 | Exports
8 Imports

-3
2002 2003 2004 2005

Note. Percent change from preceding quarter; based on seasonally adjusted estimates.

U.S. Bureau of Economic Analysis

Data Availability

The estimates that are presented in tables 1-12 of the
u.s. international transactions accounts (table 12 is
presented annually in the July survey of Current
Business) are available interactively on BEA's Web site
at <www.bea.gov>. Users may view and download the
most recent quarterly estimates for an entire table, or
they may select the period, frequency, and lines that
they wish to view. The estimates are available in an
HTML table, in an Excel file, or as comma-separated
values.
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chart 8). By area, exports increased to Canada, $21.5
billion; to Asia excluding Japan, $20.6 billion; to Eu-
rope, $18.4 billion; to Latin America, $17.4 billion; and
to Japan, $0.9 billion.

Capital goods increased $30.4 billion, or 9 percent,
following an increase of $37.9 billion, or 13 percent.
Some of the strength in 2005 was attributable to civil-
ian aircraft, engines, and parts, which jumped $10.6
billion, or 21 percent. The increase, in both dollar and
percentage terms, was three times that of 2004 and ac-
counted for over athird of the increase in capital goods
exports in 2005. Aircraft exports in 2005 were at near-
record levels despite a month-long machinists’ strike at
Boeing that began on September 2. Deliveries were es-
pecially strong to China and the United Arab Emirates.

Excluding civilian aircraft, engines, and parts, capi-
tal goods increased $19.8 billion, or 7 percent, follow-
ing an increase of $34.6 billion, or 14 percent.
Although exports of most capital goods categories con-
tinued to increase in 2005, the pace slowed consider-
ably from the robust pace in 2004. High-technology
products gained $2.9 billon, just a third of their $8.6
billion increase in 2004; the smaller increase was at-
tributable to a decrease in semiconductors, mainly to
Japan and other countries in Asia, and to a much
smaller increase in telecommunications equipment,
largely to Latin America. Increases in machine tools
and metalworking machinery, in industrial, agricul-
tural, and service industry machinery, and in electric
generating machinery, electric apparatus, and parts
also slowed substantially from strong increases in 2004.
Qil drilling, mining, and construction machinery in-
creased by a slightly larger amount in 2005 than in
2004 (table H).

Annual Revision of the
U.S. International Transactions Accounts

The annual revision of the U.S. international accounts
to be released in June 2006 will incorporate selected
results from the U.S. Treasury Department’s annual
surveys of Foreign Portfolio Investment in the United
States for June 2005 and U.S. Portfolio Investment
Abroad for December 2004. In addition, estimates of
banks’ holdings of short-term instruments for both
claims and liabilities will be revised. Results of BEA’S
Benchmark Survey of Foreign Direct Investment in
the United States for 2002 will also be introduced.
Other revisions include the introduction of results
from BEA’s benchmark survey of unaffiliated financial
services for 2004, and updated estimates of immi-
grants’ transfers. In addition, BEA will introduce a
greatly expanded set of geographic detail for the
accounts, including new detail for countries in Asia,
Latin America, and Europe.
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Nonagricultural industrial supplies and materials
increased $27.9 billion, or 15 percent, following an

Chart 8. Growth in Exports by Selected Commaodity
Categories and Areas, 2001-2005
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increase of $29.8 billion, or 18 percent. Prices in-
creased 12 percent, the same percentage as in 2004. In
value, metals and nonmetallic products increased
$10.4 billion, up from an increase of $6.9 billion, and
they accounted for over a third of the increase in non-
agricultural industrial supplies and materials in 2005.
Within metals, nonferrous metals increased $4.5 bil-
lion, mainly to China and Europe; prices increased 16
percent. Iron and steel products, which increased $2.4
billion, and steelmaking materials, which increased
$1.9 billion, also contributed to the increase in value;
Canada and Europe accounted for most of the in-
creases.
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Energy products increased $7.1 billion, or 29 per-
cent, following an increase of $6.4 billion, or 35 per-
cent. Exports to Mexico and Canada accounted for
nearly two-thirds of the increase in energy products.
Chemicals slowed to an increase of $6.7 billion, or 10
percent, from an increase of $10.6 billion, or 18 per-
cent. Much of the slowdown was to Latin America and
Asia excluding Japan. Hurricanes in September signifi-
cantly reduced chemical production and exports in the
U.S. Gulf Coast region. Textile supplies and related
materials were unchanged, following a $1.5 billion in-
crease in 2004, reflecting sharply lower exports to Latin
America, especially to Mexico (table I).

Table H. U.S. Trade in Capital Goods, Except Automotive

[Balance of payments basis, millions of dolfars]

2000 ‘ 2001 2002 2003 2004 2005 ¢
Exports 356,999 321,723 290,437 293,620 331,476 361,844
Computers, peripherals, and parts. 55,542 47,555 38,553 39,924 42,805 45,504
Semiconductors 60,077 45,065 42,235 46,137 48,051 47,206
Telecommunications equipment 31,268 27,874 22,208 20,744 24,543 25,613
Scientific, hospital, and medical equipment and parts.... 19,309 20,063 19,305 20,861 23,946 27,041
Industrial, agricultural, and service industry machinery. 53,142 46,060 | 42,831 43,467 | 52,860 58,639
Machine tools, metalworking equipment, and control instruments.. 23,837 19,985 18,392 19,189 24,002 24,324
Oil drilling, mining, and construction machinery 12,598 14,057 12,893 12,833 15,512 18,883
Industrial engines, pumps, and compressor. 11,602 11,992 11,602 11,690 13,512 14,900
Electric generating machinery, electric apparatus, and pars...........co.oomvormereenrcrenneiinnns 35,766 30,887 27,544 27,445 31,261 33,224
Civilian aircraft, engings, and PArtS ..............ccoccvvvvmiccciicvereimm e sssrensins 48,091 52,618 50,426 46,723 | 49,975 60,529
Other capital goods, n.e.c.. 5,767 . 5,567 4,448 4,607 5,009 5,981
Imports 347,024 | 297,992 283,323 295,833 343,451 379,453
Computers, peripherals, and parts................. 89,762 74,001 75,150 76,511 88,635 93,342
Semiconductors ... 48,354 30,423 26,015 24,605 26,749 25,769
Telecommunications equipment 32,688 24,632 23,135 24,781 29,448 37,051
Scientific, hospital, and medical equipment and parts .. 14,941 15,213 16,030 18,444 22,055 24,348
Industrial, agricultural, and service industry machinery 51,636 47,478 47,979 51,873 62,015 70,160
Machine tools, metalworking equipment, and control instruments 18,193 16,422 14,870 15,879 18,535 20,521
QOil drilling, mining, and construction machinery 7,166 6,901 6,573 7,823 11,619 15,636
Industrial engines, pumps. and compressors 9,453 9,780 9,034 9,211 11,087 12,654
Electric generating machinery, electric apparatus, and parns...........ccocoeverrorecrnieisssrnnnes 39,716 34,788 32,879 33,291 38,525: 43,078
Civilian aircraft, engines, and parts.. 26,376 31,358 25,458 24,085 24,299 25,919
Other capital gOOTS, NB.C. .......vvveerriririrs s esseens st sessssssesssreesen 8,739 6,996 6,200 9,330 10,484 10,975
p Preliminary
n.e.c. Not elsewhere classified
Table I. U.S. Trade in Nonagricultural Industrial Supplies and Materials
[Balance of payments basis, millions of dollars}
2000 2001 2002 2003 2004 [ 2005 »
Exports... 163,889 150,476 147,615 162,480 192,298 220,231
Energy products. 16,636 15,922 15,085 18,230 24,641 31,787
Chemicais, excluding medicinals 52,242 49,326 52,320 57,993 68,621 75,366
Paper and paper base stocks 14,000 12,386 12,211 12,814 13,971 15,091
Textile supplies and related materials 11,367 10,866 11,142 11,347 12,824 12,857
Building materials, except metals...... 8,755 7,770 7,610 7,829 8,953 9,518
Other nonmetals.... 21,629 19,598 17,030 17,953 20,048 21,989
Metals and nonmetallic products 39,260 34,608 32,217 36,314 43,240 53,623
Steelmaking materials and iron and steel products .............cc.oceieceeceinnniioncceneiienns 8,559 7,968 7,851 9,688 12,860 17,195
NONEIIOUS MEIAIS ........ccvvrrrivene i sseecs s sssesss e ssssaae b e 16,048 14,219 12,127 13,942 16,256 20,799
Other metals and nonmetallic products. 14,653 12,421 12,239 12,683 14,124 15,629
Imports 296,496 270,802 262,846 308,683 406,312 513,460
Energy products. 138,397 124,876 118,802 157,123 210,899 291,848
Chemicals, excluding medicinals .......... 33,761 34,049 33,088 36,661 42,288 51,034
Paper and paper DASE SLOCKS.......ccwrirmimearcnnmmimesi s ssises s sssssssss e 13,686 12,239 11,462 11,768 13,051 13,573
Textile supplies and related MAREMIAIS ............sccveeecesimmmiireieimssieesseesssseseessneens 11,255 10,314 10,868 10,806 12,029 12,796
Building materials, @XCept MEtAIS............imeiuniiiiirrerici s smssssessis s 21,7881 21,261 22,487 24,163 32,016 34,404
Other NONMELAIS. .......iinisviiimriini e e 17,848 17,252 18,433 20,141 23,279 25,958
Metals and nonmetallic product 59,761 50,811 47,706 48,021 72,750 83,847
Steelmaking materials and iron and steel products ... 24,006 18,945 20,182 19,157 34,505 36,943
Nonferrous metals 26,686 23,245 18,841 19,349 26,038 31,798
Other metals and nonmetallic products. 9,069 8,621 8,683 9,515 12,207 15,106
Memorandum:
Nonpetroleum industrial supplies and matenials iMPOrtS ...........covovvovereccemmirrrerereronseinns 181,918 172,527 164,588 181,421 232,530 269,145

p Preliminary
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Consumer goods increased $12.4 billion, or 12 per-  Chart 9. Growth in Imports by Selected Commodity
cent, following an increase of $13.2 billion, or 15 per- Categories and Areas, 2001-2005
cent. Durable goods increased $7.1 billion in 2005,
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Imports. Goods imports increased $201.3 billion, 100 100
or 14 percent, to $1,674.3 billion in 2005, following an
increase of $212.2 billion, or 17 percent, in 2004 (table
D). Real imports and import prices each increased 7 50 50
percent. In value, a third of the increase was in petro-
leum imports, which increased a substantial amount
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ada, $31.8 billion; and from Japan, $8.3 billion.
Petroleum and products increased $71.2 billion, or
39 percent, following an increase of $47.4 billion, or 36 100 100
percent, in 2004. The dollar increase in 2005 was the
largest on record. About 40 percent of the increase in

2005 was from OPEC members, particularly Venezu- 50 %0
ela, Nigeria, and Saudi Arabia, but sizable increases

also occurred from Canada, Western Europe, and L el
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increase of 28 percent in 2004. Prices jumped 19 per-
cent in the third quarter of 2005 alone, reflecting dam-
age to production facilities and supply disruptions
caused by Hurricanes Katrina and Rita in the U.S. Gulf
Coast region (chart 10).

The average number of barrels imported daily in
2005 increased 2 percent to 13.98 million in 2005 from
13.71 million in 2004; the increase in 2005 is a substan-
tial slowdown from volume increases of 6 percent in
2004 and of 7 percent in 2003. Most of the volume in-
crease in 2005 was accounted for by Canada; volumes
from Saudi Arabia, Venezuela, and Mexico all declined
(chart 10). By yearend, all OPEC members except
Saudi Arabia were producing at near capacity.

Domestic production declined 4 percent in 2005,
mostly because of a 12-percent drop in the third quar-
ter when U.S. offshore rigs, refineries, pipelines, and
platforms were impaired by hurricane damage. In Sep-
tember, in order to counter the fall in domestic pro-

Chart 10. U.S. Petroleum Imports and Price,
Total and from Selected Countries

Millions of barrels per day Price per barrel

p Preliminary

Data: Total quantity and price data from U.S. Bureau of Economic Analysis;
selected country data from U.S. Department of Energy.

U.S. Bureau of Economic Analysis
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duction and to help alleviate rising prices, the U.S.
Government approved the release of emergency stock-
piles from the U.S. Strategic Petroleum Reserve
through loans and competitive sales to oil companies,
and the International Energy Agency recommended
the release of additional crude oil into the interna-
tional market. U.S. consumption was virtually un-
changed in 2005.

Nonpetroleum industrial supplies and materials in-
creased $36.6 billion, or 16 percent, down sharply from
an increase of $51.1 billion, or 28 percent. Much, but
not all, of the slowdown in 2005 was attributable to
steelmaking materials and iron and steel products,
which increased only $2.4 billion after an increase of
$15.3 billion. These products had risen significantly in
2004, following the lifting of tariffs in December 2003.
Prices of iron and steel products jumped 45 percent in
2004; in 2005, their increase was 14 percent. Building
materials slowed to an increase of $2.4 billion, or 7
percent, from an increase of $7.9 billion, or 33 percent,
and nonferrous metals slowed to an increase of $5.8
billion, or 22 percent, from an increase of $6.7 billion,
or 35 percent. These slowdowns were partly offset by
larger increases in chemicals of $8.7 billion, or 21 per-
cent (which were particularly strong in the fourth
guarter in order to compensate for production lost
from damaged facilities in the U.S. Gulf Coast region),
and in natural gas of $8.1 billion, or 34 percent, due
entirely to a price spike in September and October as a
result of hurricane damage to production facilities (ta-
ble I).

Capital goods increased $36.0 billion, or 10 percent,
down from an increase of $47.6 billion, or 16 percent.
Nearly all major commodity categories increased
strongly again in 2005, though the increases were sub-
stantially smaller in size than those in 2004. Much of
the slowdown was in the high-technology products,
which slowed to an increase of $11.3 billion from an
increase of $18.9 billion; computers, peripherals, and
parts increased $4.7 billion, down sharply from an in-
crease of $12.1 billion, and semiconductors fell $1.0
billion after an increase of $2.1 billion. These slow-
downs were partly offset by a larger increase in tele-
communications equipment, which increased $7.6
billion, following an increase of $4.7 billion. The slow-
down in industrial, agricultural, and service industry
machinery was less than that in high-technology prod-
ucts; these machinery products increased $8.1 billion,
following a $10.1 billion increase. Oil drilling, mining,
and construction machinery continued to rise
strongly, by $4.0 billion, following a $3.8 billion in-
crease. Civilian aircraft, engines, and parts were up
$1.6 billion (table H).

Consumer goods increased strongly for the fourth
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consecutive year, rising $34.1 billion, or 9 percent,
down from an increase of $39.0 billion, or 12 percent.
Imports from China accounted for over three-fourths
of the increase in 2005. Durable goods increased $20.2
billion, down from an increase of $24.6 billion; the in-
crease in 2005 was partly attributable to increases of
$9.7 billion in household and kitchen appliances and
of $5.7 billion in home entertainment equipment.
Nondurable goods increased $11.8 billion, down from
an increase of $12.4 billion; the increase in 2005 was
mostly attributable to increases in textile apparel and
household goods from China and in medical, dental,
and pharmaceutical preparations from Europe. Tex-
tiles from China increased sharply in the first half of
2005, partly because of the expiration on December 31,
2004, of a quota system that capped U.S. imports of
textiles and apparel from developing countries. How-
ever, after the United States imposed new quotas on
several categories of textiles from China in late May,
textile imports from China fell sharply in the last two
quarters of 2005.

Automotive vehicles, engines, and parts increased
$11.7 billion, or 5 percent, down from an increase of
$18.1 billion, or 9 percent. Most of the increase in 2005
was attributable to a 10-percent increase in engines
and parts. Complete autos and buses slowed to a 2-
percent increase from a 7-percent increase. U.S. sales of
autos and light trucks were virtually unchanged. Do-
mestic auto production increased 2 percent after 2
years of decline.

Foods, feeds, and beverages increased $5.9 billion,
or 10 percent, following an increase of $6.3 billion, or
11 percent. The increase in 2005 was mostly attribut-
able to arise in agricultural goods from Latin America,
particularly coffee, cocoa, and sugar, and an increase in
vegetables, fruits, nuts, and preparations. Prices for
coffee, cocoa, and sugar increased 21 percent, follow-
ing an increase of 3 percent in 2004.

Balances by area. The deficit on goods increased
$116.3 billion to $781.6 billion in 2005. In 2004, the
deficit increased $118.1 billion to $665.4 billion. Both
export and import growth slowed in 2005 from the ro-
bust pace in 2004, but remained strong. For exports,
capital goods and industrial supplies and materials ac-
counted for two-thirds of the increase. For imports,
industrial supplies and materials, dominated by natu-
ral gas and petroleum and products, accounted for half
of the increase; capital goods and consumer goods
each accounted for a fifth of the increase (table J).

The deficit with Asia excluding Japan increased
$49.5 billion. China accounted for two-thirds of the
increase in imports from this region, mainly consumer
goods and capital goods. China accounted for more
than a third of the increase in exports, mainly capital
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goods and industrial supplies and materials.

The deficit with OPEC members increased $21.3
billion. Imports of petroleum more than accounted for
the increase, particularly from Venezuela, Nigeria, and
Saudi Arabia. Exports to OPEC members also in-
creased, reflecting higher shipments of aircraft to the
United Arab Emirates and of autos to both the United
Arab Emirates and Saudi Arabia.

The deficit with Europe increased $15.1 billion. The
increase in imports was led by industrial supplies and
materials (which includes petroleum) and capital
goods. The increase in exports was also led by indus-
trial supplies and materials and by capital goods.

The deficit with Canada increased $10.2 billion. The
increase in imports was dominated by industrial sup-
plies and materials (which includes petroleum and
natural gas). The increase in exports was led by indus-
trial supplies and materials and by capital goods.

The deficit with Latin America increased $17.0 bil-
lion. Industrial supplies and materials (which includes
petroleum) accounted for nearly three-fourths of the
increase in imports. Much of the increase in exports
was in industrial supplies and materials and in capital
goods.

The deficit with Japan increased $7.3 billion. The
increase in exports was small, while the increase in im-
ports was led by automotive vehicles, engines, and
parts and by capital goods.

Services

The surplus on services increased to $58.0 billion in

2005 from $47.8 billion in 2004 (table K, chart 11).
Services receipts increased more than services pay-

ments in 2005, leading to the first increase in the

Chart 11. Annual Services Data, 1993-2005
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services surplus since 1999. Although the surplus in-
creased to $58.0 billion in 2005 from $47.8 billion in
2004, growth in receipts and payments was not as brisk
as in 2004. Services receipts increased 10 percent,
down slightly from 11 percent, and services payments
increased 9 percent, down significantly from 15 per-
cent in 2004. In general, growth in travel, passenger
fares, and other transportation in 2005 was off consid-
erably from that in 2004, with payments slowing much
more than receipts. Receipts and payments reflected
the general pullback in international travel and the
slowing in the growth of goods exports and goods im-
ports transported by both air and ocean carriers.
“Other” private services receipts increased more than
“other” private services payments. Transfers under U.S.
military sales contracts continued to rise strongly,
while U.S. direct defense expenditures abroad were up
only slightly.

Travel receipts increased $7.9 billion, or 11 percent,
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in 2005, down from an increase of $10.1 billion, or 16
percent, in 2004. Nonetheless, 2004 and 2005 were the
first years of strong back-to-back growth since before
September 11*. The increase in overseas visitors to the
United States slowed to 7 percent from 13 percent,
partly because of the depreciation of foreign currencies
against the dollar in 2005; the depreciations were large
for the euro area and Japan, as were the slowdowns in
passenger arrivals from those areas. Higher ticket
prices also held back travel.

Travel receipts from Canada increased $1.2 billion,
or 15 percent, in 2005, following an increase of $1.1
billion, or 16 percent, in 2004. Appreciation of the Ca-
nadian dollar relative to the U.S. dollar encouraged
greater spending in the United States, and the number
of travelers grew. Travel receipts from Mexico in-
creased $1.0 billion, or 15 percent, following an in-
crease of $0.6 billion, or 10 percent. Travel to the
interior of the United States increased strongly,

Table J. U.S. Trade in Goods by Major End-Use Category for Selected Areas and Countries

[Balance of payments basis, millions of dollars]

Canada Europe United Kingdom Germany Japan
2003 2004 2005 P 2003 2004 | 2005 ¢ 2003 K 2004 2005° 2003 I 2004 ‘ 2005 ¢ 2003 \ 2004 2005 ®
Exports 169,929 189,982 211,528 168,313 189,418‘ 207,814 32,871 [ 35120 37,610| 28291 30,844 33555 50,253 52,288, 53,234
Agricultural products 10477 11,040| 12,103 8,759 9,282 9,690 1,049 1,172 1,172 1,043 1,205 1,081 8,051 8,290 8,039
Nonagricultural products .. 159,452 | 178,942| 199,425 159,554| 180,136 198,124| 31,822 J 33,948 | 36,438 27,248| 29,639 32474 41202 43998} 45195
Foods, feeds, and beverages ... 10569 11,157 12,198 7,399 8,032 8,339 1,041 1,173 1,117 907 1,143 1,044 9,478 8,823 8,677
Industrial supplies and materials.. 40492 47670 54,981 37598 41556 48218 6,605 6,670 8,064 4,678 5229 5939 10237 ‘ 11,603 11,950
Capital goods, except automative 46992 53236| 59,920\ 76,986 84,825 90988, 15732\ 16,873 16,954| 14,0211 14375 16240, 20302] 22,015 22261
Automotive vehicles, engines, and parts ... 46226| 50,017, 52769 10757! 11919) 12839 2,013 1,940 1,739 4,963 5,276 \ 5,079 ‘ 2534, 2,015 2,022
Consumer goods (nonfood), except automotive. 21,194| 23396| 25593} 30359| 37,039 41,268 6,350 7,223 8,435 2,899 3,929 4,309 6,535 6,770 7,228
Exports, n.e.c. 4,456 4506| 6,067 5,214 6,047 6,162 1,130 1,241 1,301 823 892 944 1,167 1,056 1,106
Imports .......... 224,249 | 259,034 | 290,797 | 284,680 320,915| 354,364; 42574 46,032' 50,719 68,007 77,130 84,531 118,034 129,807 138,064
Petroleum and products ... 21783 28485( 36,792 18,849 24990{ 36,592 5,553 6,124 8,493 626 1,072 1918 129 209 406
Nonpetroleum products.... 202,466 | 230,549 254,005‘ 265,831| 295925, 317,772| 37,021 39,908[ 42226| 67,381| 76,058 82613| 117905' 129,598| 137,658
Foods, feeds, and beverages ....... 12,061 13,164 13965: 13725, 15361 16,773 1,342 1,508 1,547 783 894 963 436 462 511
Industrial supplies and materials.. 89,432| 111,913 134,023 61,557 ‘ 78817 95850 104477 12,062 15,147 9,609 12,021 14,261 11,441 12,742 14,002
Capital goods, except automotive 29254 31,195; 35027 73,017! 82687 92,193 11462\ 127470 13670| 20,709 24136 28,097 38935| 45805 48574
Automotive vehicles, engines, and part 60,652 67677| 71,184' 42,085 44,265( 45447 6,263 6,107 7123 252441 26635 27,1481 46,711 48938 52,706
Consumer goods (nonfood), except automotive 16,819 18413 19,161} 81,039‘ 86,116| 88,036| 10,092{ 10,649 9,936 8817| 10,405| 10,755| 16997 18,159 18,301
Imports, n.e.c., and U.S. goods returned 16,031 16,672 17487 13277| 13,669 16,065 2,968 2,959 3.296" 2,845 3,039 3,307 3514 3,701 3970
...... -54,320 | -69,052 —79,269“ -116,367 | 131,497} -146,550), -9,703| -10,912 ‘ —13,109’ -39,716| -—46,286| -50,976| -67,781 —77,519‘ -84,830
e — S s S S S S -
( . -
Latin America Mexico Asia, excluding Japan Hong }é?gga,&?g??gicw%anorea, China
2003 2004 2005 ¢ 2003 J 2004 2005 ° 2003 2004 2005 ° ‘ 2003 } 2004 2005 ¢ 2003 2004 2005 »
Exports........ .| 137,446| 159,426| 176,843 97,224 110,698‘ 119,546 152,863 177,100 197;683 70,069, 82,072 85023| 28287| 34,639 41,743
Agricultural products......... 11,273 12,067 13,076 8,020 8,687 ‘ 9,537' 16,543 16932 16,608 6,326 5,806 5,742 5,012 5,554 5,247
Nonagricultural products .. 126,173 147,359; 163,767 89,204} 102,011 110,409, 136,320| 160,168| 181,075 63,743 76,266 79,281 23275| 29,085 36,496
Foods, feeds, and beverages ... 98041 10410; 11,595 7,064 7,562 8,526 ( 13,363| 13,065 12944 5471 4,963 4,980 3,835 3,760 3479
Industrial supplies and materials.. 42144\ 51101 58925 28731\ 34278| 39,705 35054 435071 47995, 16,278| 20091 19,715 9,749 12,903| 16,155
Capital goods, except automotive 51,330| 60357 65824| 353437 40492' 42012, 84448 95925| 104741| 40414 47723| 49,278 12811| 15561, 18842
Automotive vehicles, engines, and pal [ 15192 17,519{ 18,714 13640/ 15521, 16,089 3,987 5,449 8,332 900 1,051 1,313 582 798 1,100
Consumer goods (nonfood), except aut ‘ 14,065| 14,635, 15858 8,895 9,043 9569 12425 15179) 18,550 5,352 6,176 7,476 1,118 1,363 1,889
EXpOMS. NE.C. oo iesiersrasnie e 4911 5,404 5927 3,551 3,802 4,045‘ 3‘586‘ 3,975 5,121 1,654 2,068 2,261 192 254 278
Imports ......... } 206,049 241,664 276,128| 139,036] 157,105] 171,478| 377,103, 453,855| 523,977] 02816| 105,465 102,629 152,426! 196,674| 243,484
Petroleum and products 38952| 52518| 72,401 15,506 19,801 25746 27499| 36,268 46,883 666 1,446 2,973 351 370 620
Nonpetroleum products | 167,097 | 189,146 203,727| 123,530| 137,304, 145,732| 349,604 | 417,587 477,094| 92,150| 104,019' 99656| 152,075| 196,304| 242864
Foods, feeds, and beverages ‘ 15458, 17,270 19,850 7,051 8,007 | 9132] 10208 11618] 12586 682 684 727 2,138 2,486 2,892
Industrial supplies and materials.. 60,317 [ 82,787 108276\ 24,918| 32277 40334 57,046| 76367| 95119 10,06/ 131070 16,291 10928| 16,587 21714
Capital goods, except automotive .... 37,874, 427037 44,329| 33022\ 36676 38276 114,662, 138,808 156,775, 38,874| 41,904 38,799‘ 42,0501 60,940 74,000
Automotive vehicles, engines, and parts 43880 45931 47,663| 41,238F 43,188] 44433, 15891 20,084| 21,975\ 11,164 13890 13,766 2,807 4,012 5,755
Consumer goods {nonfood), except automotive 40,072] 44043 46544 26388 29876| 31929| 171,671| 198,247| 227,260 28,650| 32255\ 29,1381 92,751 110,391, 136,294
Imports, n.e.c., and U.S. goods returned 8,448° 8,930 9,466 6,419 7,081 7,374 7,535 8,641 10,262 3,340 3,625! 3,908 r 1,752 2,308 2,829
Balance... -68,603 ‘ -82,238 | -99,285| -41,812| -46,407| -51,532 —224,2401 -276,755 | -326,294 | -22,747 -23,393‘ -17,606 -124,139| 162,035 | -201,741
p Preliminary

n.e.c. Not elsewhere classified
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spurred by a 5-percent appreciation of the peso against
the dollar; however, travel to the U.S. border area was
down.

Travel payments increased $3.9 billion, or 6 percent,
in 2005, following an increase of $8.2 billion, or 14
percent, in 2004. The increase in the total number of
overseas travelers slowed sharply to 6 percent from 12
percent; within the overseas total, the increase in trav-
elers to the euro area slowed to 7 percent from 13 per-
cent, and the increase in travelers to the Far East
slowed to 9 percent from 25 percent. Higher ticket
prices, attributable to fuel prices that rose 52 percent,
were one factor holding back travel.

Travel payments to Canada decreased $0.1 billion,
or 2 percent, following an increase of $0.8 billion, or 13
percent. A 5-percent depreciation of the U.S. dollar
against the Canadian dollar was one factor leading to a
9-percent drop in the number of U.S. travelers to Can-
ada. Travel payments to Mexico increased $0.9 billion,
or 10 percent, following an increase of $1.1 billion, or
13 percent. Growth in the number of travelers slowed,
partly as a result of a 5-percent depreciation of the U.S.
dollar against the Mexican peso; most of the slowdown
was in travel to the border area. In addition, Hurricane
Wilma, which destroyed major tourist areas in the in-
terior, held down U.S. travel to Mexico in the last 3
months of the year.

Passenger fare receipts increased $2.6 billion, or 14

U.S. International Transactions in 2005
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percent, in 2005, following an increase of $3.2 billion,
or 20 percent in 2004. The increase in 2005 reflected a
7-percent increase in the number of visitors and an in-
crease in the share of foreign visitors on U.S.-flag carri-
ers. Passenger fare payments increased $2.5 billion, or
11 percent, following an increase of $2.7 billion, or 13
percent. The increase in 2005 reflected a 7-percent in-
crease in the number of travelers and little change in
the share of U.S. travelers on foreign-flag carriers. Siz-
able price increases resulting from higher fuel costs af-
fected both receipts and payments; price increases were
larger for receipts than for payments.

“Other” transportation receipts increased $4.6 bil-
lion, or 13 percent, in 2005, following an increase of
$5.5 billion, or 18 percent, in 2004. The slowing partly
reflected a slowdown from 2004 in the growth of U.S.
exports and imports to all major countries and areas.
In volume, goods exports slowed to an increase of 7
percent from an increase of 9 percent, and goods im-
ports slowed to an increase of 7 percent from an in-
crease of 11 percent; nonetheless, by historical
standards, export and import volumes were strong in
both 2004 and 2005. Port services receipts increased
$3.3 billion, or 16 percent, down from a 22-percent in-
crease, reflecting strong export and import volumes
and sharply higher fuel prices. Jet fuel and bunker fuel
prices increased significantly because of strong global
demand for oil and the disruption in U.S. refinery

Table K. Services
[Millions of dollars, quarters seasonally adjusted]

: | 2005
2003 2004 l 2005 » -
[ [ ‘ I e Ve
Exports 309,146 343,912 379,604 92,745 ‘ 93,832 96,220 96,806
Travel 64,348 74,481 82,415 20,000 21,372 20,582 20,461
Passenger fares 15,693 18,858 21,490 5119 5,449 5,572 5,350
OtHEE rANSPOMALION ....vvvove et et sr e erreis s ess s e s ciren 31,329 36,862 41,509 l 9,878 10,135 10,461 11,035
Royalties and license fees 48,137 52,643 58,121 14,951 14,140 14,626 14,404
Other private services 136,060 145,433 156,726 38,062 | 38,105 39,610 40,948
Affiliated services 47,304 50,639 50,148 12,837 11,609 12,742 12,959
Unaffiliated services 88,755 94,794 106,578 25225 26,496 26,868 27,989
Education .. 13,261 13,523 14,102 3,486 3,497 3,548 3,571
Financial.... 19,081 21,897 26,998 6,014, 6,401 7,006 7,577
Insurance ..... 5,880 6,125 7,036 1,638 1,658 1,831 1,909
Telecommunication 4514 4374 4,634 1,005 1,148 1,184 1,207
Business, professional, and technicat 31,473 33,773 38,976 8974 9,799 9,922 10,281
Other 14,548 15,101 14,833 4,019 3,992 3,377 3,445
Military transactions ' 12,769 14,814 18,502 4,525 \ 4,425 5,145 4,407
U.S. GOVEINMEN FECEIPES .....ccovvn it cervcnsssssssscsesssms s sssess s sissass s sssssss s srios 810 821 841 210 206 224 201
L 2T 1<) TN 256,664 296,105 321,578 79,198 \ 80,278 80,352 81,749
Travel 57,444 65,635 69,529 17,438 18,120 17,155 16,816
Passenger fares 20,957 23,701 26,201 6,224 \ 6,539 6,588 6,850
Other transportation ...............cowe... 44,705 54,169 61,807 15,734 14,976 15,101 15,996
Royalties and license fees 19,390 23,901 25,038 6,420 6,137 6,383 6,098
Other private services 85,741 95,666 105,054 24,871 \ 26,064 26,609 27,509
Affiliated services 35,312 39,446 41,146 9,633 10,201 10,609 10,703
Unaffiliated services 50,429 56,220 63,908 15,238 15,863 16,000 16,806
Education 3,184 3,525 3,892 943 967 989 992
Financial 4,232 4,968 6,680 1,533 1,603 1,673 1,871
Insurance ........ 26,561 29,882 33,077 7.979 8,107 8,258 8,733
Telecommunication: 4,259 4,365 4,360 1,017 ‘ 1,062 1,136 1,145
Business, professional, and technical 11,393 12,519 14,524 3,465, 3,764 3575 3720
Other........ 801 962 1,376 302 360 370 344
Direct defense expenditures ¢ 25,296 29,299 30,068 7,545 ’ 7,491 7,521 7,511
U.8. Government payments 3,131 3,734 3,881 966 | 951 995 969

r Revised
p Prefiminary

1. Consists of goods and services transferred under U.S. military agency sales contracts, which cannot be separately identified.

2. Consists of imports of goods and services by U.S. defense agencies, which cannot be separately identified.
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production and capacity as a result of Hurricanes Kat-
rina and Rita late in the year. Freight receipts increased
$1.4 billion, or 9 percent, following a 13-percent in-
crease; higher volume accounted for most of the rise.

“Other” transportation payments increased $7.6
billion, or 14 percent, in 2005, following a $9.5 billion,
or 21-percent, increase in 2004. Freight payments in-
creased $4.9 billion, or 12 percent, following a 24-per-
cent increase in 2004. The increase in 2005, which was
mostly in ocean freight payments, reflected increases in
import volumes that were partly offset by decreases in
freight rates. Increases in import volumes from Asia
had been especially strong in 2004, leading to record
high liner rates that reflected the tightened vessel ca-
pacity. Increases in import volumes from Asia were
more modest in 2005. Port services payments in-
creased $2.8 billion, or 19 percent, following a 16-per-
cent increase. Air carriers reported higher overseas
expenses, especially for fuel.

“Other” private services receipts increased to $156.7
billion in 2005 from $145.4 billion in 2004. Receipts
for business, professional, and technical services in-
creased more than twice as much as in 2004. Financial
services receipts also increased significantly more than
in 2004, partly because of the step-up in activity in the
U.S. financial markets, but more importantly, because
of higher fees received for financial management and
financial advisory services, including fees for arranging
mergers and acquisitions. “Other” private services pay-
ments increased to $105.1 billion from $95.7 billion.
Payments for insurance services, for business, profes-
sional, and technical services, and for financial services
were higher. The increase in insurance services pay-
ments was unrelated to Hurricanes Katrina and Rita;
insurance services performed are mostly based on pre-
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miums, and the premiums on most policies were set
before the hurricanes occurred.

Transfers under U.S. military agency sales contracts
increased to $18.5 billion in 2005 from $14.8 billion in
2004. These receipts have risen strongly in 2004 and
2005 largely as a result of services rendered for recon-
struction in Iraq. Transfers of equipment and related
services under the Foreign Military Sales Program in-
creased only slightly during this period. Direct defense
expenditures abroad increased to $30.1 billion in 2005,
up slightly from $29.3 billion in 2004. Purchases of
materials and supplies abroad to sustain military oper-
ations and to support reconstruction in Iraq continued
to rise, but the increase was partly offset by a sizable
drop in purchases of petroleum because the transpor-
tation of troops and materials was significantly lower
than in 2004.

Income

The surplus on income decreased to a surplus of $1.6
billion in 2005 from a surplus of $30.4 billion in 2004
(table C). Income payments increased substantially
more than income receipts. The surplus on direct in-
vestment income increased to $129.9 billion from
$127.9 billion, the deficit on “other” private income
increased to $9.1 billion from $4.9 billion, and the def-
icit on U.S. Government income increased to $113.3
billion from $86.7 billion.

Receipts of income on U.S. direct investment
abroad were $248.9 billion in 2005, up from $233.1 bil-
lion in 2004 (table L, chart 12). Earnings growth
slowed to 7 percent in 2005 from 21 percent in 2004.
The slowdown partly reflected the slowing in world-
wide growth, especially in the advanced countries of
Europe, and the depreciation of many European

Table L. Direct Investment Income and Financial Flows
[Millions of dolfars, quarters seasonally adjusted]

{ 2005

(Credits +; debits -) 2003 2004 2005° | —
( I I e v
Income J IR R

Income receipts on U.S. direct investment abroad 193,289 233,067 248,856 58,162 59,617 63,830 67,245
DiStrDULE BBIMINGS .........ccuoiiiircceeiicicienee et esssree e st ses s bbb bbb cont bt 56,054 50,398 244,001 30,783 41,857 90,986 80,373
Reinvested earnings 131,007 | 176,540 -1,030 25,904 16,251 -28,629 -14,554
INEEIESE, NMBL ...ttt et e s et bbb 6,228 6,128 5,884 1475 1,509 1,473 1,426

Income payments on foreign direct investment in the United States ....... -71,447| -105,146| -~118,991 -29,799 -31,142 -24,975 -33,078
Distributed earnings 42,132 -31,984 42,139 -13727 -3,904 12,771 -11,739
REINVEStE BAMINGS ......ccrvvrvecereirsvversirvenassneesmssesmrsssassessissssssesessnssssssossessessnns cosssesss seseseosanns -11,774 -55,972 -59,419 -11,900 -23,081 ~7,849 -16,591
Interest, net -17,540 -17,191 -17,432 4,172 -4,156 —4,355 —4,749

Financial Flows ‘

U.S. direct investment abroad (increaseffinancial outflow (<)) ......... 140,579 -252,012 -21,481 -27,290 -21,610 25,311 2,106
EQUIY CBPIEAI....ccccvvreecrimiaseccess s rcvmasencsssss s e sssses s sess s ess s bos bbb bt -19,206 -80,686 -43,712 -9.271 -9,250 -4,594 -20,597
Reinvested earnings -131,007| -176,540 1,030 -25,904 -16,251 28,629 14,554
INEICOMPANY GBDL o.......oeeessicves ettt abe s bbb st s b e 9,634 5,214 21,201 7,885 3,891 1,276 8,149

Foreign direct investment in the United States (increase/ffinancial inflow (+)) ..........ccccocevniveiinniccinicns 67,091 106,832 128,630 34,916 14,723 48,386 30,607
Equity capital 87,045 68,657 48,648 10,432 9,966 13,886 14,364
Reinvested earnings 11,774 55,972 59,419 11,900 23,081 7,849 16,591
Intercompany debt -31,729 -17,797 20,564 12,584 -18,324 26,651 ‘ -348
t Revised
p Preliminary
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currencies against the dollar. In 2002-2004, growth
abroad had accelerated strongly, and appreciations of
foreign currencies against the dollar had been sizable,
In 2005, earnings growth was largest in “other” indus-
tries, which increased $9.2 billion (mainly petroleum
exploration), and in holding companies, which in-
creased $6.7 billion; there were much smaller gains in
wholesale trade, which increased $3.1 billion, and in
manufacturing, which increased $2.9 billion (mainly
chemicals). Earnings in finance and insurance de-
creased $6.7 billion, mainly as a result of large losses at
depository institutions, especially those in the Carib
bean and the United Kingdom (table L, chart 12).

Chart 12. Earnings on U.S. Direct Investment
Abroad

Billion $
250 I

1994 95 96 97 98 99 2000 01 02 03 04 O05p

p Preliminary

Note. To be consistent with earnings by area and by industry, total earnings are
shown in this chart without the current-cost adjustment, the only basis on which
area and industry data are available

Data not available by NAICS-based industry prior to 1999.
U.S. Bureau of Economic Analysis
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The composition of earnings changed dramatically
in 2005. Reinvested earnings were -$1.0 billion, down
from $176.5 billion, as U.S. parents drew down rein-
vested earnings abroad for distribution to U.S. parents,
largely as a result of tax incentives included in the
American Jobs Creation Act of 2004. Consequently,
earnings distributed to U.S. parents increased to
$244.0 billion from $50.4 billion. These distributions
were particularly large in the third and fourth quarters
and were dominated by holding companies. The larg-
est distributions were by holding companies with op-
erations in pharmaceuticals, petroleum, electronics,
and beverages.

Payments of income on foreign direct investment in
the United States were $119.0 billion in 2005, up from
$105.1 billion in 2004 (table L, chart 13). Earnings
growth slowed to 16 percent in 2005 from an unusually

Chart 13. Earnings on Foreign Direct Investment
in the United States

p Preliminary

Note. To be consistent with earnings by area and by industry, total earnings are
shown in this chart without the current-cost adjustment, the only basis on which
area and industry data are available.

Data not available by NAICS-based industry prior to 1997.

U.S. Bureau of Economic Analysis
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strong 63-percent increase in 2004. In 2005, the largest
increase was in manufacturing, which increased $7.9
billion, led by pharmaceuticals, chemicals, and petro-
leum manufacturing; earnings in computers and elec-
tronic products decreased. Earnings in wholesale trade
increased $3.9 billion, mainly in petroleum trading,
and earnings in “other” industries increased $3.8 bil-
lion, mainly in mining. In contrast, earnings in finance
(including depository institutions) and insurance de-
creased $2.8 billion, which were more than accounted
for by losses in Swiss-owned affiliates.

“Other” private income receipts and “other” private
income payments, each of which had risen strongly in
2004, rose even more strongly in 2005. Outstanding
claims and liabilities of banks and nonbanks and hold-
ings of securities increased considerably, but much of
the increase in receipts and payments was attributable
to sizable increases in short-term U.S. and foreign in-
terest rates. Prior to 2004 and 2005, the last year
“other” private income receipts and payments had in-
creased so strongly was in 2000 at the peak of the high-
tech and merger and acquisition boom, when strong
increases in financial activity and sizable increases in
interest rates were also present.

Receipts of income on “other” private investment
increased to $214.0 billion in 2005 from $140.4 billion
in 2004 (table M, chart 14). Nearly two-thirds of the
$73.6 billion increase was attributable to rising yields.

Table M. Other Private Income
[Billions of dollars]

2003 2004 2005 ¢
Receipts ....... 108.9 140.4 2140
Dividends . 414 53.9 63.0
Interest on bonds 289 347 39.0
Interest on bank claims..... . 18.1 26.2 625
Interest on other claims * . 204 25.6 496
Payments ... 110.1 1454 223.2
Dividends ..... 25.6 364 36.9
Interest on bonds 519 63.7 81.8
Interest on bank liabilities 16.1 234 81.7
Interest on other liabilities ! 16.5 218 42.8

p Preliminary
1. Primarily income of financial concerns other than banks.
Nore. Excludes direct investment income receipts and payments.

Interest received on bank claims increased $36.3 bil-
lion, mostly as a result of a 175-basis-point increase in
yields. Interest on “other” (largely nonbank) claims in-
creased $24.0 billion, largely as a result of a 143-basis-
point increase in yields. Income received on securities
increased $13.4 billion. Dividends on stocks accounted
for $9.1 billion of the increase, largely as a result of a
22-percent increase in average U.S. holdings that was
partly offset by a 10-basis-point decline in dividend
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yields. Interest on bonds increased $4.3 billion as a re-
sult of a 37-basis-point increase in yields.

Payments of income on “other” private investment
increased to $223.2 billion in 2005 from $145.4 billion
in 2004 (table M, chart 14). Nearly two-thirds of the
$77.8 billion increase was attributable to rising yields.

Interest paid on bank liabilities increased $38.3 bil-
lion, mostly as a result of a 183-basis-point increase in
yields. Interest on “other” (largely nonbank) liabili-
ties increased $20.9 billion, mostly as a result of a
143-basis-point increase in yields. Income paid on se-
curities increased $18.6 billion, mostly as a result of an
increase in foreign holdings. Interest on bonds in-
creased $18.1 billion as a result of a 20-percent increase
in average foreign holdings and a 32-basis-point rise in
yields. Dividends on stocks increased only $0.5 billion;
however, if the special Microsoft dividend is excluded
from 2004 dividends, the increase in 2005 would have
been larger.

Chart 14. Private Investment Income
Billion $
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Receipts of income on U.S. Government assets de-
creased to $2.7 billion in 2005 from $3.0 billion in
2004. Receipts of interest on rescheduled debt were
small in 2005 (table N).

Payments of income on U.S. Government liabilities
increased to $116.1 billion in 2005 from $89.7 billion
in 2004, an increase of $26.3 billion (table N). About
two-thirds of the increase was due to larger average
foreign holdings. Unlike short-term yields that were
pushed higher by the tightening of monetary policy,
long-term yields were little affected by the tightening
and therefore had relatively little impact on the in-
crease in interest payments on U.S. Treasury securities.
Payments on agency bonds increased $11.6 billion.
The increase was about evenly split between the in-
crease in average foreign holdings and higher yields.
Payments on U.S. Treasury bonds increased $10.6 bil-
lion. The increase was more than accounted for by an
increase in average foreign holdings. Payments on U.S.
Treasury bills increased $4.1 billion, entirely as a result
of an increase in yields.

Unilateral current transfers

Unilateral current transfers were net outflows of $82.9
billion in 2005, up from $80.9 billion in 2004.

U.S. Government grants increased $7.0 billion to
$30.4 billion (table N). Grants to Israel and Egypt un-
der the credit waiver program and under economic as-
sistance programs totaled $6.5 billion in 2005, up from
$3.8 billion in 2004; these grants were higher than in
recent years because they included not only appropri-
ated funds for 2005, but also some appropriated funds
for 2004 that were not disbursed until 2005.

U.S. Government grants also included a step-up in

April 2006

disbursements for reconstruction in Iraq to $7.8 bil-
lion in 2005 from $5.0 billion in 2004 and $3.2 billion
in 2003.

Excluding these special transactions with Israel,
Egypt, and Iraq, U.S. Government grants to developing
countries for all other purposes were $14.8 billion in
2005, up from $13.5 billion in 2004.

Private remittances and other transfers to foreigners
decreased to $46.2 billion in 2005 from $51.3 billion in
2004. The decrease resulted mostly from inflows in the
third quarter of 2005 for claims received by U.S. com-
panies from foreign insurance companies that substan-
tially exceeded “expected” claims as a result of the
catastrophic damage caused by Hurricanes Katrina
and Rita. Donations from abroad for hurricane relief
resulted in additional inflows. As a result, private re-
mittances and other transfers became less negative and
reduced the current-account deficit. In the fourth
quarter, these inflows were not present, and private re-
mittances and other transfers returned to more a more
typical level. Early in the year, private remittances and
other transfers were boosted by outflows of private aid
to countries affected by the tsunami in South Asia in
late December 2004.

Capital Account
Capital account transactions were net outflows of $5.6
billion in 2005, up from outflows of $1.6 billion in
2004. Outflows in 2005 resulted mostly from debt for-
giveness for Iraq.

Financial Account
Net recorded financial inflows—net acquisitions by
foreign residents of assets in the United States less net

Table N. Selected U.S. Government Transactions
[Millions of Dollars]

2005
(Credits + ; debits -) 2003 2004 2005 @ L— ———
| I I Ve

U.S. Government grants -21,834 -23,317 -30,362 -9,035 ~5,724 6,447 -9,156
U.S. Government forgiveness of foreign debt -1,886 -163 —4,235 -4,073 -1 -39 -22
U.S. Government credits and other long-term assets ... -1,2719: -3,044 2,17 -519 -708 ~518 -472

FOF EDE 1BSCREAUING............oseeeesvs e eeresss e sss s st en s 4,505 -309 -403 -34 -225 -68 76

Other dISDUISEMENES ..........vvime et e asese et -2,774 -2,735 -1,814 —485 -483 -450 -39
Repayments of U.S. Government credits and other long-term assets.............co..oecercrrirrirnnnne 7,981 4,221 5,720 1,083 1,586 1,957 1,094

From debt rescheduling.. 2,681 56 125 4 54 35 32

From debt forgiveness.... 1,639 98 252 107 97 33 15

Other repayments 3,661 4,067 5,343 972 1,435 1,889 1,047
U.S. Government foreign currency holdings and short-term assets, net ................. -165 38 4,077 3,923 93 7 -16

From debt rescheduling................. 292 112 LN L] p— 11

From debt forgiveness 29 17 3,928 3928 |....ciinnnnns

Ot w..cvveeeeneinrrssrimeesere s cen e ssssmsessses s —486 -92 34 -5 -18
U.S. Government receipts of i 4,697 2,998 2,729 786 567 678 698

From debt rescheduling 1,533 152 162 29 60 29 44

From debt forgiveness 218 48 56 38 5 7

Other receipts 2,945 2,797 2,511 719 502 643 647
U.S. Government payments of i -73,468 -89,739 -116,066 -26,004 -27,971 ~29,958 ~32,133

I Revised
p Preliminary
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acquisitions by U.S. residents of assets abroad—were
$801.0 billion in 2005, up from $584.6 billion in 2004.
Financial inflows for foreign-owned assets in the
United States slowed less than financial outflows for
U.S.-owned assets abroad (chart 15).

Chart 15. Selected Financial Flows, 1998-2005

Billion $
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FLOWS FOR FOREIGN-OWNED ASSETS

700 INTHE UNITED STATES, NET m Foreign direct investment in
the United States
K U.S. securities
600 m U.S. liabilities reported by U.S. banks
and securities brokers
m U.S. liabilities reported by U.S. nonbanks
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700 " U.S. direct investment abroad
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m U.S. banks and
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U.S.-owned assets abroad

Net U.S.-owned assets abroad increased $491.7 billion
in 2005, down from an increase of $855.5 billion in
2004. Net financial outflows for U.S. direct investment
abroad and U.S. claims reported by U.S. banks both
slowed substantially. Net U.S. purchases of foreign se-
curities were stronger.

U.S. official reserve assets. U.S. official reserve as-
sets decreased $14.1 billion in 2005, following a de-
crease of $2.8 billion in 2004. The decrease in 2005
resulted from a record $10.2 billion decrease in the
U.S. reserve position at the International Monetary
Fund (IMF) and a record $4.5 billion decrease in
Special Drawing Rights (SDR). The decrease in the
U.S. reserve position at the IMF resulted from large re-
payments of dollar funds to the IMF by Brazil, Turkey,
Argentina, and Russia. Repayments by Russia were
concentrated in the early part of the year, and repay-
ments by Brazil and Argentina, in the last half. By
yearend, Brazil had repaid all of its outstanding debt to
the IMF 2 years earlier than scheduled. Argentina also
repaid all of its outstanding debt to the IMF earlier
than scheduled—part in December 2005 and part in
January 2006. The large decreases in SDR holdings by
the United States in the first and third quarters coin-
cided with large increases in SDR holdings by Argen-
tina.

Claims reported by banks and nonbanks. U.S.
claims reported by U.S. banks and securities brokers
increased $218.2 billion in 2005, down sharply from a
record increase of $356.1 billion in 2004 (tables O and
P). The marked downturn in international lending re-
flected a reduction in international claims of U.S. bro-
kerage firms; few new credits were extended, and
collateralized contracts (security resale agreements)
with foreigners were sharply reduced. Asset exposure
and credits extended through resale agreements had
increased especially strongly in 2004. U.S.-owned and
foreign-owned banks extended a slightly larger
amount of new credits to foreigners in 2005 than in
2004.

Gross lending and gross borrowing of banks and se-
curities dealers was significantly lower in 2005 than in
2004. However, the small amount of funds supplied to
foreigners on a net basis changed little from one year to
the next (table O).

Claims of U.S. securities brokers decreased $25.2
billion in 2005, mostly on nonbanks, compared with
an increase of $164.2 billion in 2004. The decrease re-
sulted from few new credits being extended and from
reductions in outstanding resale agreements, largely
with investment funds in the Caribbean.
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Claims of foreign-owned banks increased $102.2
billion in 2005, down from an increase of $152.1 bil-
lion in 2004. Although credit advanced was lower than
in 2004, lending to foreigners was still strong in 2005,
mostly as a result of especially large interoffice trans-
fers. These transfers were used to meet temporary
needs for funds, some of which were likely related to
pickups in syndicated bank lending and in mergers
and acquisitions.

Claims of U.S.-owned banks increased $88.5 billion
in 2005, up from $17.7 billion in 2004. The step-up
resulted from especially large interoffice transfers.

Claims for banks’ customers’ accounts increased
$71.3 billion, following an increase of $0.6 billion.
Other short-term instruments increased $24.6 billion,
up from an increase of $6.2 billion, and deposits
and brokerage balances increased $20.8 billion, follow-
ing a decrease of $4.6 billion. Claims denominated in
foreign currencies increased $15.7 billion, despite a
decline in the value of foreign currencies relative to the
dollar. There was little activity in commercial paper,
partly because much lending shifted to the securities
market.

Claims reported by U.S. nonbanking concerns in-
creased $118.5 billion in 2005, following an increase of
$149.0 billion in 2004 (table O). The increase was
mostly accounted for by an increase in deposits, which
increased $106.9 billion; about 60 percent of the de-
posit increase was from the United Kingdom.

Foreign securities. Net U.S. purchases of foreign
securities were $155.2 billion in 2005, up from $102.4
billion in 2004 (table O). Net U.S. purchases of foreign
stocks were $136.7 billion, up from $83.2 billion. Net
U.S. purchases of foreign bonds were $18.6 billion,
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down from $19.2 billion.

Global equity market returns changed little in the
first half of the year, but returns increased strongly in
the second half with double-digit gains for most mar-
kets. In 2005, foreign stock prices appreciated 27 per-
cent in local currency and 14 percent in U.S. dollar
terms, compared with a gain of 4 percent for U.S. equi-
ties. Foreign returns exceeded U.S. returns in local cur-
rency for the second consecutive year, and in U.S.
dollar terms, for the fourth consecutive year (chart 16).

Chart 16. Selected Stock Price Indexes in Local

Table 0. Private Financial Flows, Net
[Billions of dollars]

2005
Clains (increase/financial outflows (-)); liabilities (increase/financial inflow (+)) 2003 2004 2005 p M
| ] 1] P

Private financial fIOWS, NET...........ccociiiiiiiiiii s 280.3 185.9 558.6 126.4 67.8 209.4 155.0
Bank-reported capital, net1l.... 87.1 -33.5 -42.4 -18.5 -21.9 -29.3 27.3
US. claims............ -9.6 -356.1 -218.2 493 -171.0 108.0 115
US, TIADIITEIESL. ...ttt 96.7 3226 175.7 -67.7 1491 787 157
174.6 374.4 530.8 117.2 82.0 172.1 159.4
Net U.S. purchases of FOreign SECUITLIES. ...........cuuivivieiriieiieieeie e -156.1 102.4 -155.2 -38.7 -42.0 -34.6 -40.0
-114.2 -83.2 -136.7 -39.8 -239 -33.9 -39.0
-41.9 -19.2 -18.6 12 -18.1 -0.7 -1.0
Net foreign purchases of US. 330.7 476.8 686.0 155.9 124.0 206.7 1994
U.S. Treasury securities..... 1044 107.0 196.8 75.9 99 40.8 701
Other than US. Treasury securities... 226.3 369.8 489.2 80.0 141 165.9 129.3
353 60.5 885 212 137 30.8 229
191.0 309.3 400.7 58.8 100.3 1351 1064
u.s. currency flows, net 16.6 14.8 19.4 11 45 4.7 9.2
Direct investment, Net..........ccocovveverrerennee. -73.5 -145.2 107.1 7.6 6.9 73.7 327
140.6 -252.0 -215 -27.3 -21.6 253 21
Foreign direct investment inthe United States.. 67.1 106.8 1286 349 147 484 306
Nonbank-reported capital, net 75.4 -24.6 -56.3 19.0 10.1 -11.8 -73.6
US. claims.......coouverneene 24.2 -149.0 -1185 -74.9 9.0 -30.4 =221
US. liabilities. 99.7 1244 62.2 939 12 186 -51.5

r Revised

Prelimirary
’]). Liahilities exclude US. Treasury securities.
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Global bond market returns were generally weaker
in 2005 than in 2004. Global bond markets posted a to-
tal return of 3 percent in 2005, compared with a 5-per-
cent return in 2004. The U.S. Federal Reserve’s 200-
basis-point increase in interest rates and the down-
grading of bonds of General Motors and Ford, two of
the world’s largest corporate bond issuers, to below in-
vestment grade had a negative impact on bond mar-
kets in the United States and abroad for much of the
year. Returns in the U.S. bond market were 3 percent
in 2005, down from 4 percent in 2004.

Stocks. Net U.S. purchases of foreign stocks were a
record $136.7 billion in 2005, up from $83.2 billion in
2004. The previous record was in 1999 and other highs
were reached in 1998, 2000, and 2001—a period char-
acterized by record levels of merger and acquisition ac-
tivity that was often financed by stock swaps. Stock
swap mergers and acquisitions were small in 2005, to-
taling only $4.0 billion, down from $12.1 billion in
2004, and well below levels in 1998-2001.

Most of the step-up in net purchases of stocks in
2005 was from developing countries, especially Asia
and Latin America. Net U.S. purchases from Asian
countries were $63.4 billion, up from $38.4 billion.
The increase reflected an $8.7 billion shift to net pur-
chases of stocks from Hong Kong and stronger net
purchases from Japan, up $6.6 billion; from Taiwan, up
$4.5 billion; from China, up $2.8 billion; and from Sin-
gapore, up $2.3 billion. Japanese stocks gained 43 per-
cent in local currency and 24 percent in U.S. dollar
terms. Chinese stocks gained 16 percent both in local
currency and in U.S. dollar terms.

Transactions in stocks from Latin America shifted to
net U.S. purchases of $6.2 billion from net U.S. sales of
$2.2 billion. Most of the shift resulted from a $3.6 bil-
lion shift to net U.S. purchases from Mexico and a $3.1
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billion increase in net U.S. purchases from Brazil. Latin
American stocks gained 33 percent in local currency
and 45 percent in U.S. dollar terms, partly because the
Mexican peso appreciated 5 percent and the Brazilian
real appreciated 13 percent against the dollar. In con-
trast to these increases in net purchases, net U.S. pur-
chases from the United Kingdom were $33.0 billion,
down from $41.5 billion, and net U.S. purchases from
Canada were $4.9 billion, down from $13.4 billion.
Transactions with Australia shifted to net U.S. pur-
chases of $3.4 billion from net U.S. sales of $23.4
billion. Transactions in 2004 had included the restruc-
turing of a large foreign media company as a U.S. com-
pany, which resulted in large net U.S. sales of
Australian stock.

Bonds. Net U.S. purchases of foreign bonds were
$18.6 billion in 2005, down from $19.2 billion in 2004.
Net U.S. purchases of bonds from the United Kingdom
were $20.6 billion, down from exceptionally large net
purchases of $59.7 billion in 2004. Transactions in
bonds from Latin America shifted to net U.S. pur-
chases of $16.3 billion from net sales of $2.4 billion,
mainly as a result of a $7.7 billion shift to net purchases
from Brazil and a $4.1 billion shift to net purchases
from Mexico. Compared with other bond markets,
Latin American markets posted strong gains, rising 12
percent in 2005; Brazilian bonds gained 13 percent in
local currency, and Mexican bonds gained 8 percent in
local currency. Net U.S. sales of bonds from Japan were
$5.2 billion, down from $12.5 billion.

Direct investment. Net financial outflows for U.S.
direct investment abroad were $21.5 billion in 2005,
down sharply from $252.0 billion in 2004 (table L).

Reinvested earnings dropped substantially from an
outflow of $176.5 billion to an inflow of $1.0 billion.
This reduction reflected the drawdown of reinvested

Table P. Claims and Liabilities Reported by U.S. Banks and Securities Brokers
[Billions of dollars]

I 2005
2003 2004 | 2005 »
‘ | i s e
. - - . . - [ - -
Claims on foreigners reported by U.S. banks and securities brokers (increase/financial outflow (-))..................... -9.6 —356 1 -218.2 49.3 -171.0 -108.0 15
Claims for own accounts, denominated in dollars:
FOr@IgN DAMKS ... et e e et 10.5 -202.3 -206.7 456 -150.0 -91.1 -11.2
Foreign nonbanks, excluding foreign official institutions .................ooc....... -8.6 -1123 369 122 -113 46 304
Foreign official INSHIULIONS ..cvvvvveverrieecreneiesirion -16.2 -19.5 53 33 -79 ~0.5 10.3
Claims for domestic customers’ accounts, denominated in dolars............cccvvrn e iimnecni e -86 5.9 -55.6 . -17.0 29 -27.8 -137
Claims denominated in foreign CUMeNCIES ............occieveriimivcrinvenisiiinnnnins 13.3 -280 29 5.2 4.7 68! -4.3
Liabilities to foreigners reported by U.S. banks and securities brokers (excluding U.S. Treasury securities)
{increaseffinancial iINfOW (+)) 7 ...t 96.7 322.6 175.7: -87.7 148.1 787 15.7
Liabilities for own accounts, denommated in dollars:
Foreign banks 267 106.8 2126 -62.3 158.8 487 674
Foreign nonbanks, including international organizations ....... 1101 189.3 -36.6 -18.9 -18.3 33.3 -7
Liabilities for domestic customers’ accounts, denominated in dollars........ -14.7 214 -5.5 132 -94 -121 28
Liabilities denominated in fOreign CUNENCIES ...........cccoovvciumeemniicesiccisieiicssc s et -25.4 5.2 53 0.3 1 18.0 87 =218

r Revised
p Preliminary
1. Excludes liabilities to foreign official agencies.
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earnings abroad to fund the distribution of earnings to
U.S. parents as a result of tax incentives provided by
the American Jobs Creation Act of 2004. These draw-
downs were especially sizable in the last half of the
year. They may continue in early 2006, but they will
not continue much beyond then because of time limi-
tations placed on such distributions by the act. Most of
these drawdowns were by U.S. holding companies with
operations in pharmaceuticals, petroleum manufac-
turing, electronic components, and beverages.

Net equity outflows dropped to $43.7 billion from
$80.7 billion, as increases in net equity capital for for-
eign affiliates slowed. The restructuring of a large for-
eign media company had significantly raised equity
outflows in 2004. In 2005, there were large acquisitions
in pipeline operations, beverages, computers and elec-
tronic components, and communications.

Net inflows for intercompany debt increased to
$21.2 billion from $5.2 billion.

Foreign-owned assets in the United States

Net foreign-owned assets in the United States in-
creased $1,292.7 billion in 2005, compared with an in-
crease of $1,440.1 billion in 2004. Foreign official
assets in the United States increased by a significantly
smaller amount in 2005 than in 2004, as did both bank
and nonbank liabilities. In contrast, private foreign
holdings of U.S. Treasury securities and of U.S. securi-
ties other than U.S. Treasury securities increased by
much larger amounts in 2005 than in 2004.

Foreign official assets. Foreign official assets in the
United States increased $220.7 billion in 2005, about
half the increase of $394.7 billion in 2004. Dollar assets
of advanced countries decreased $21.5 billion, follow-
ing an increase of $183.4 billion. In 2003 and 2004, Ja-
pan had intervened heavily in foreign exchange
markets to restrain the yen’s appreciation against the
dollar. Proceeds acquired from the intervention were
invested in dollar assets and accounted for virtually all
of the increase in U.S. reserve assets by advanced coun-
tries in 2003 and 2004. In 2005, Japan did not inter-
vene in the exchange markets, and its reserve assets in
the United States declined slightly. Assets of other ad-
vanced countries changed little in 2005.

Dollar assets of developing countries increased
$242.3 billion in 2005, up from an increase of $212.2
billion in 2004. China continued to accumulate foreign
currency reserves at a record pace and accounted for a
large share of the increase in foreign official assets in
the United States in both 2004 and 2005. Russia, and to
a much smaller extent South Korea, also increased
their holdings of dollar assets. Most other developing
Asian countries reduced their holdings of dollar assets
slightly.
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Liabilities reported by banks and nonbanks. U.S.
liabilities reported by U.S. banks and securities brokers
increased $175.7 billion in 2005, down substantially
from a record increase of $322.6 billion in 2004 (tables
O and P). Securities brokers sharply reduced their new
borrowing and repaid earlier borrowing, particularly
borrowing associated with repurchase agreements.
Borrowing through repurchase agreements had been
especially strong in 2004. In contrast, U.S.-owned and
foreign-owned banks stepped up their borrowing;
their large interoffice transfers may have been related
to the funds supplied by U.S.-owned and foreign-
owned banks to foreigners for syndicated lending and
mergers.

Liabilities of U.S. securities brokers decreased $3.4
billion, mostly to nonbanks, following an increase of
$167.1 billion. New borrowing was limited, and bor-
rowing associated with repurchase agreements was re-
duced, largely with investment funds in the Caribbean.

Liabilities of foreign-owned banks increased $85.3
billion, up from $75.8 billion, indicating a continued
strong demand for borrowed funds, mainly from inter-
office borrowings.

Liabilities of U.S.-owned banks increased $94.2 bil-
lion, up from $53.1 billion. The step-up in borrowing
paralleled the step-up in credits extended by these
banks.

Liabilities for banks’ customers’ accounts increased
$1.4 billion, down from an increase of $25.3 billion.
Negotiable certificates of deposit and other short-term
instruments decreased $8.4 billion, mostly against the
Caribbean, following an increase of $19.9 billion.

Liabilities reported by U.S. nonbanking concerns
increased $62.2 billion in 2005, following an increase
of $124.4 billion in 2004 (table O). In 2005, the in-
crease was more than accounted for by an increase of
$72.0 billion in loans, advances, and other borrowings,
nearly all of which was from Europe.

U.S. Treasury securities. Private net foreign pur-
chases of U.S. Treasury securities were a record $196.8
billion in 2005, up from $107.0 billion in 2004 (table
O). The previous record of $147.0 was set in 1996. The
largest net purchases were from Europe, at $114.8 bil-
lion, from Caribbean financial centers, at $49.8 billion,
and from Latin America, at $10.9 billion. Asia was
once again a net seller at $1.2 billion. Inflows into Trea-
sury securities were large for the fourth consecutive
year. In 2004, official foreigners accounted for about 75
percent of the inflows into Treasury securities, and pri-
vate foreigners, for 25 percent; in contrast, in 2005, the
share of official inflows dropped to 30 percent, and the
share of private inflows rose to 70 percent. Foreigners
held 52 percent of total U.S. Federal Government mar-
ketable debt at yearend 2005.
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Relative to 2004, the Treasury yield curve flattened
in 2005 on an average annual basis (chart 17). During
2005, short-term interest rates increased 200 basis
points in response to the tightening of monetary policy
throughout the year, while long-term interest rates fell
slightly.

Chart 17.Yield Curve for U.S. Treasury Securities

Percent

Time to maturity

1. As of May 2004, the Federal Reserve no longer reported a 25-year maturity yield.
Data: Federal Reserve Board.
Note. Yields are annual averages.

U.S. Bureau of Economic Analysis

Other U.S. securities. Net foreign purchases of U.S.
securities other than U.S. Treasury securities were a
record $489.2 billion in 2005, up sharply from $369.8
billion in 2004 (table O). Net foreign purchases of U.S.
corporate bonds were a record $332.4 billion, up
sharply from the previous record of $243.0 billion in
2004. Net foreign purchases of U.S. stocks were $88.5
billion, up from $60.5 billion. Net foreign purchases of
U.S. federally sponsored agency bonds were $68.3 bil-
lion, up from $66.3 billion.

Bonds. Net foreign purchases of U.S. corporate
bonds were a record $332.4 billion in 2005, up from
the previous record of $243.0 billion in 2004. The in-
crease was mostly attributable to a sharp increase in
net purchases from Europe. The record demand for
U.S. corporate bonds in 2005 was driven partly by
strong corporate earnings and balance sheets. Demand
was also strengthened by a search for higher yields dur-
ing a period of historically low Treasury bond yields.
During the year, long-term interest differentials in fa-
vor of US. bonds increased, particularly against
British, Canadian, and euro area bonds. In 2005, both
U.S. investment-grade and noninvestment-grade cor-
porate bond spreads over U.S. Treasury bonds changed
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little (chart 18).

Net foreign purchases of U.S. federally sponsored
agency bonds were $68.3 billion, up slightly from $66.3
billion. Net purchases from Japan increased $19.7 bil-
lion to $36.3 billion, while net purchases from the
United Kingdom decreased $17.2 billion to $29.6 bil-
lion. Agency bond prices were down 2 percent for the
year, and spreads over Treasury bonds changed little.
During the year, new accounting problems at major
issuers prompted stepped-up calls for more regulatory
oversight.

Stocks. Net foreign purchases of U.S. stocks were
$88.5 billion, up from $60.5 billion. Net purchases in-
creased $16.9 billion from Canada, $12.2 billion from
Caribbean financial centers, and $8.8 billion from Eu-
rope. In 2005, the S&P 500 Index was up 3 percent, the
NASDAQ Composite was up 1 percent, and the Dow
Jones Industrial Average was down 1 percent—all well
below their gains in 2004 and 2003. Higher interest
rates and record oil prices were factors limiting the
rise. However, the strength of the U.S. economy, the

Chart 18. U.S. Bond Yields and Spreads
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continued strengthening of U.S. corporate earnings
and balance sheets, higher dividend payouts, and in-
creased share buybacks among large U.S. corporations
helped sustain the demand for equities. By compari-
son, in local currencies, the MSCI European Stock In-
dex was up 22 percent, the MSCI Japan Index was up
43 percent, and the MSCI Emerging Markets Index
was up 32 percent. As a result of the decline of major
European currencies and the yen against the dollar in
2005, these foreign market returns were significantly
reduced when translated into dollar terms.

U.S. currency flows. Net U.S. currency shipments to
foreigners were $19.4 billion in 2005, up from $14.8
billion in 2004. Dollar outflows to Russia and some
countries of the former Soviet Union were sharply
higher, and outflows to Europe were lower. Dollar in-
flows from several other areas were significantly
higher.

U.S. International Transactions in 2005
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Direct investment. Net financial inflows for foreign
direct investment in the United States were $128.6 bil-
lion in 2005, up from $106.8 billion in 2004 (table L).

Intercompany debt transactions shifted $38.4 bil-
lion to net inflows of $20.6 billion. Most of the shift
was by affiliates of European parents. By industry,
manufacturing accounted for $16.7 billion of the shift;
“other,” for $14.1 billion; wholesale trade, for $5.4 bil-
lion; and finance (including depository institutions)
and insurance, for $2.2 billion. This is the first year in
the last 4 years that U.S. affiliates have been net bor-
rowers of debt capital; in 2002-2004, they had reduced
their net intercompany borrowings.

Equity capital inflows decreased $20.0 billion, to
$48.6 billion. This is the lowest volume of equity
capital inflows since 1995 and is the fifth consecutive
year of decline since equity capital inflows peaked at
$259.6 billion in 2000. Reduced inflows may have

Table Q. Selected U.S. Transactions with OPEC Members

[Miltions of dollars}

(Credit +; debit ~) , 1991 | 1992 | 1993 1994 | 1995 | 1996 " 1997 | 1998 | 1999 - 1 2000 | 2001 - | 2002 * | 2003 ' | 2004 | 2005 *
T
Exports of goods and services and income receipts:
Goods, balance of payments basis ................. 18,106 20,667 | 18,318 16,295| 17,405 19,226 | 23,696 | 22,933 | 18,315 17,625| 19,503| 17,808 | 16,556 | 21,592| 30,990
Transfers under U.S. military agency sales contracts 3809| 4454 3675| 2936 4471| 5638| 4,039 5179 3982| 3,029 2056 1983| 2590 4,716 7270
Royalties and license fees 149 161 220 357 394 253 312 263 332 409 353 364 393 395 516
Other private services ....... 1898| 3076| 2,752: 3,096| 3372| 4138| 4,195| 4,637 5585| 3,394, 3819 4,031| 4661 4747 5,245
U.S. Government miscellanBous SEIVICES ............ovvvvvuuueceerriacerineesssinsssieassssenns 16 22 13 14 17 1 8 8 14 13 13 13 12 85 86
Income receipts on U.S.-owned assets abroad:
Direct investment receipts 3,203| 3224| 2745| 2,701; 3966; 4220| 4,073| 2,682 3750 4,789| 3,738| 3,097 4450 6,169 8,470
Other private receipts 1441 1242 1015| 1426| 1436| 1241| 1522 1824 1810/ 1,988 1,094 703 549 588 794
U.S. Government receipts 217 187 141 122 192 268 263 238 266 448 330 3 754 285 295
Imports of goods and services and income payments: i
Goods, balance of payments DaSIS ... 33,430 |-33,718 | -32,648 . 31,675 | ~34,265 | 42,675 43,097 | 33,672 | 41,952 | 66,995 | -59,752 53,246 | 68,346 |-94,105 | 124,834
Direct defense eXPenIUIES .............cocvvvvuerreoseescmsivisinnsem s cecise s ccccrernensns -784) -883| 455 3601 -335| -545 -944| -1,754| -1815| -1,568| -1,687| -3,847| -6,561| -9,370| -9,566
Royalties and license fees ..........oouu.vcerreiiimccciiiens —1 -1 -371 -7 -2 -38 -5 -8 -9 17 -25 -7 =71 -4 -5
Other private services . —461| -482| —430| -535| -570| -801| -821| -916| -954; -566| -585 | -620| -635, -811 -923
U.S. Government miscellangous SEIVICES .............oumsssisisminssssssns -87| 47| -26 ‘ -39 -34] -3 -29 -28| 46/ 46| 45 ‘ —42 -53 \ -90 -88
Income payments on foreign-owned assets in the United States: j
Direct ir T PAYMENES ..ovooceevers et csness s ssnsesss e . 93 182 -82 -49 -34| -136, 448 -1 -17| -169| -434 169| -585 -1505| -1,388
Other private payments ..........cccccoveeirminn - -2,669| —2,385| -2,166 -1,979| -2,697 | -2,570. -2,811] -2,738| -2,832| -3,808| -2,7511 -1,828] —1,612 -2,401 -3,658
U.S. GOVEINMENt PAYMENIS. ......crrvccammrrenrsimmenssessiasessssesseesssiersssssssssenes s sessssnas -2,764 -2,524| 2,160 -1,747| -2,080| -2,374 -3,454| -3,145| -2,912| -3.224| -3,103 -2570| -1,719. -1920| -23811
U.S. GOVErnmENt grants.................ccouccriiiinnierimnimmmins i 27,453| 1,018| -197° -204' -195| -152 b g5 -54| -108 -115 82| -203| -3,334 \ -5,301| -7,851
U.S. Government pensions and other current transfers.............ccccccoccrnieeee | =305 =32 =27 -28 =25 -93 \ -57 =40 -26 -23 -20 -20 -16 -24 =27
U.S.-owned assets abroad, net (increase/capital outflow (-))... -577|-12,162| -513! -2,963 262| -7,318° -8,054 (12,846 | 1,484 3,438 802 -4561 4,169 -260| -1,082
U.S. Government assets, other than official reserve assets, net. -788| -529 197 422 -901| -458 12 10| -817| -217| -610 1| -947 498 4,348
U.S. credits and other long-term assets -2461 277 -85 -234| -925| -912; 412} -166| -504| -~566) -1,095| -329| -1,923 -27 -102
Repayments on U.S. credits and other long-term assets..... 397 279 224, 177 215 290 420 154 210 366 490 351| 1,024 573 570
U.S. foreign currency holdings and U.S. short-term assets, -939| -531| -120| -365° -191 164 4 2 -23 -17 -5 -33 —48 -48 3,880
U.S. private assets, net 211|-11,633) -532) -2,541] 1,163] -6,860| —9,066|-12,836] 1,801 3655| 1,412° —4,550| 5,116| -758] -5380
Direct investment e e e -2,706| -1,465| -1597 | -3,575| -2,379| 2,884 | -2,411| -4,323] -113| 5,824 -2,997| 4,051 7| -497| -2,880
Foreign securities s -17 337| -679' -1,933| -556| -3,122 -4,077| -965 97| 1515} 2,080 981| 4,587 1,933 502
U.S. claims on unaffiiiated foreigners reported by U.S. nonbanking concerns 224 -441 306! -146 -25( -478  -336 369 -531 566 429 53 -60| —483 -707
U.S. claims reported by U.S. banks, not included elsewhere ...........cccccccooomeenns 3,158 -10,461| 2,050 3,113| 4,123| -376; -2,242| -7,917| 2,348 7,398, 1,900  -1,533 582 -1,711| -2295
Foreign-owned assets in the United States, net (increase/capital inflow (+)) -4416| 14,529 -8,904  1,400: 4,544 18,133 ‘ 17,353 |-12,162| 9,868 | 30,528| -1,702| -2,839| 4,935| 24,481| 20,013
Of which: Foreign official ......... .. | -5235| 5626 -3,850| 1,464 4,061| 14,105 12700|-11,420| 1,595 12,056| ~1,710| -9,636| 4,972| 8712 61
U.S. Treasury securities........ .| -5902| 4,323 -6,302| -1,668| 1,293| 16,125| 8965|-13,870| 3,250 10,201 -934| —4,593| -5,841| 9,580 4,609
Other U.S. securities I 1989| 4,186| 3322 -820| 1,276 3| 3657| 3,393 2,104| 14,028| 4,391 2274| 5558 13,167 3,251
Other U.S. Government liabilities ............ e 151 569 730! 1,797 617| -982' -348| -2,260| -1,163| -678| -288; -337| -1,050, -3460| -5930
U.S. iiabilities reported by U.S. banks, not included elsewhere................ccoooooeeeees -164| 4,793| -5665| 1,677 1,059| 1813| 4,094 2296| 5540 4,473| -3893 -1946| 6,799. 4582, 13,754
Direct investment in the United States. 81 167 -812 251 140 623 177| -1,291 315| 2,204 -650' 538 173 668 2,809
U.S. liabilities to unaffiiiated foreigners reported by U.S. nonbanking concerns.... =571 91| -177| 163 439 551 ‘ 808 -430| -178 300 -328| 1.225{ -704 -56 1,520
Al other transactions with OPEC and transfers of funds between foreign areas, net |~10795|  3,472| 18766 11239| 4178 3605' 6214) 20.710| 5265 10,870} 38478 41,304| 43799 52,7331 78,504
Memorandum: | l '
Balance on goods...........ccee. ‘—15,324 -13,051)-14,330|-15,380 ‘—16,860 —23,449|-20,301|~10,739 | -23,637 | -49,370 | -40,249 1_35’438 -51,790 |-72,513 | -93,844
r Revised United Arab Emirates, and Venezuela. Excludes Ecuador beginning January 1993 and Gabon in January 1995. Individual
p Preliminary country information is not available for all accounts; therefore, some accounts are estimated from regional data.

Note. OPEC members are Algeria, Ecuador, Gabon, Indonesia, Iran, iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia,
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partly reflected slower growth abroad, especially in Eu-
rope where growth in 2005 was about half that in 2004.
In addition, growth of affiliates’ domestic earnings
may have provided sufficient additions to capital in or-
der to reduce the need for equity transfers from par-
ents abroad. The largest acquisitions in 2005 were in
banking, steel manufacturing, defense equipment
manufacturing, and pharmaceuticals.

SurvEY OF CURRENT BUSINESS 45

Reinvested earnings increased $3.4 billion, to $59.4
billion. The relatively small increase partly reflected an
unusually large distribution to a large petroleum firm
in Europe and losses reported by Swiss-owned affiliates
in finance (except depository institutions) and insur-
ance.

Tables 1 through 11 follow.
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46 U.S. International Transactions in 2005

April 2006

Table 1. U.S. International

[Millions
; Not seasonally adjusted
Line 1 {Credits +; debits -) 1 2004 2005 » 2004
! | i I v
Current account i
1 |Exports of goods and services and income ipts .......... et s 1,530,975 1,740,897 362,123 379,651 382,768 406,433
2| Exports of goods and services 1,151,448 1,272,223 275.424 286,363 287,467 302,194
3 Goods, balance of payments DASIS 2.............ccccoooormrvvvvcveeerreenmesiiseeesessre s esniseeenns 807,536 892,619 193,773 203,223 198,711 211,829
4 Services 3 343,912 379,604 81,651 83,140 88,756 90,365
5 Transfers under U.S. military agency sales contracts * 14,814 18,502 3,898 3,756 3,604 3,555
6 Travel 74,481 82,415 16,042 18,817 | 21,452 18,170
7 Passenger fares 18,858 21,490 4,224 4,577 5,387 4,670
8 Other transportation . 36,862 41,509 8,562 9,200 9,327 9,773
9 Royalties and license fees ® 52,643 58,121 12,244 12,408 12,589 15,402
10 Other private services ° 145,433 156,726 36,482 34,176 36,192 38,583
1 U.S. GOVErnment MiSCellaN@OUS SEIVICES...........c.vvuuuieeesiemsismessmiesaesiasrissssesces et seesmssessss s ssssesess e 821 841 198 206 205 212
12| Income receipts 379,527 468,674 86,699 93,288 95,301 104,239
13 Income receipts on U.S.-owned assets abroad........ 376,489 465,631 85,955 1 92,561 94,531 103,442
14 Direct investment receipts... 233,067 248,856 55,323 59,060 57,568 61,116
15 Other private receipts.. 140,424 214,046 29,758 32,972 36,117 41,577
16 U.S. Government receipts 2,998 2,729 874 529 846 749
17 Compensation of employees 3,038 3,043 744 727 770 797
18 Imports of goods and services and income pay -2,118,119 -2,462,946 -470,345 527,526 -545,940 ~574,308
19| Imports of goods and services -1,769,031 -1,995,839 -399,736 —440,524 —455,895 ~472,876
20 Goods, balance of payments basis 2 -1,472,926 -1,674,261 ~333,053 -365,598 -377,289 -396,986
21 Services % 296,105 321,578 -66,683 -74,926 -78,606 -75,890
22 Direct defense expenditures.. -29,299 -30,068 ~7.099 7,399 | ~7,433 -7,368
23 Travel [T —65,635 -69,529 -13,498 -18,376 | -19,269 -14,492
24 Passenger fares . -23,701 -26,201 -5,335 —6,246 6,458 -5,662
25 Other transportation........... -54,169 ~61,807 -12.351 -13,289 -13,946 -14,583
26 Royalties and license fees S........... ~23,901 -25,038 -5,184 } ~5,462 6,530 6,725
27 Other private services ° -95,666 -105,054 22,334 23,225 -23,998 -26,100
28 U.S. Government miscellaneous services ~3,734 -3,881 -882 -929 972 -951
29 Income payments -349,088 -467,107 -70,609 ~87,002 -90,045 -101,432
30 Income payments on foreign-owned assets in the United States -340,255 -458,225 —68,509 -84,854 -87,817 -99,075
31 Direct investment payments -105,146 -118,391 -19,304 -29,496 -28,297 -28,049
32 Other private payments -145,370 223,168 29,040 -33,355 -36,246 -46,729
33 U.S. Government payments .............. -89,739 -116,066 -20,165 -22,003 -23,274 24,297
34 Compensation of employees -8,833 -8,882 -2,100 -2,148 2,228 -2,357
35 |Unilateral current transfers, net -80,930 -82,896 -22,341 -19,590 -15,977 -23,022
36| U.S. Government grants * -23,317 -30,362 -7,744 —4,961 ~4.911 -5,701
37| U.S. Government pensions and other transfers -6,264 -6,312 -1,392 -1,159 -1,337 —2,376
38| Private remittances and other transfers ¢..... -51,349 -46,222 -13,205 -13,470 -9,729 -14,945
Capital and financial account
Capital account
39 |Capital TONS, NIBE.....ocoov e oo s -1,648 -5,647 -428 -372 -393 455
Financial account
40 U.8.-owned assets abroad, net (increase/financial outflow {=))..............ccccoiiimmriciiiiniiec s -865,509 -491,729 -298,594 -138,784 -139,909 -278,222
41| U.S. official reserve assets, net e 2,805 14,096 557 1,122 429 697
42 GOM 7 vvvesevsre s osssseoessss e ssser s es s s s e oo | seresteeeee e I N [0 T DO
43 Special drawing rights -398 4511 -100 -90 -98 Ao
44 Reserve position in the International Monetary Fund ............. 3,826 10,200 815 1,345 676 980
45 Foreign currencie: —623 -615 —-158 -133 -149 -183
46| U.S. Government assets, other than official reserve assets, net...........cc..ccccooeeveeiverin 1,215 7,580 727 -2 -1 501
47 U.S. credits and other long-term assets -3,044 -2,217 -561 —668 ~1,270 ~545
48 Repayments on U.S. credits and other long-term assets 8. 4,221 5,720 1,374 544 1,299 1,004
49 U.S. foreign currency holdings and U.S. short-term assets n 38 4,077 -86 122 —40 42
50| U.S. private assets, Nel........cc.ccooiuisiinnsciimiitissssssnssssssss s 859,529 ~513,405 -299,878 -139,904 -140,327 -278,420
51 Direct in it -262,012 -21,481 ~55,821 -63,323 —43,606 -89,262
52 Foreign securities .. -102,383 —155,244 -15,532 -30,181 38,444 -18,226
53 U.S. claims on unaffiliated foreigners reported by U.S. nonbanking concarns. ~149,001 -118,522 -55,452 -5,390 -13,490 ~74,669
54 U.S. claims reported by U.S. banks, not included elsewhere ..... -356,133 -218,158 ~-173,073 -41,010 —44,787 -97,263
55 |Foreign-owned assets in the United States, net (increase/financial inflow (+)) 1,440,105 1,292,695 421,949 306,918 255,802 455,436
56| Foreign official assets in the United States, Net ... 394,710 220,676 147,401 77,039 75,792 94,478
57 U.S. Government securities.... 311,133 177,179 124,010 63,456 66,899 56,768
58 U.S. Treasury securities ° 272,648 84,046 112,586 62,977 55,357 41,728
59 Other © 38,485 93,133 11,424 479 11,542 15,040
60 Other U.S. Government liabilities ! 488 -134 -109 45 710 -158
61 U.S. liabilities reported by U.S. banks, not included elsewhere. 70,329 24,272 22,058 11,350 4,867 32,054
62 Other foreign official assets 2 12,760 19,359 1,442 2,188 3,316 5814
63 Other foreign assets in the United States, net 1,045,395 1,072,019 274,548 229,879 180,010 360,958
64 Direct investment.... 06,832 8,630 7,429 33,020 37,240 29,143
65 U.S. Treasury securities 106,958 196,794 31,931 60,424 -1,107 15,710
66 U.S. securities other than U.S. Treasury securities ... 369,793 489,203 45,476 81,678 84,401 158,238
67 U.S. currency 14,827 19,416 -1,800 8,754 2,560 5,313
68 U.S. liabilities to unaffiliated foreigners reported by U.8. nonbanking concerns 124,358 62,234 44,623 3,887 14,752 61,096
69 U.S. liabilities reported by U.S. banks, not included elsewhere 322,627 175,742 146,889 42,116 42,164 91,458
70 |Statistical discrepancy (sum of above items with sign reversed) ..., 85,126 9,626 7,636 -297 63,649 14,138
70a| Of which: Seasonal adiUStMent dISCIEPANCY..........cccccc e rerearssinmmmmmmmmeses s sssssssssssss e mssssssssssessssssss | sessssssescossesssssssos oo | sovririn [ [ || e
Memoranda: ;

71 |Balance on goods (lines 3 and 20) 665,390 ~781,642 -139,280 -162,375 -178,578 -185,157
72 Balance on services (lines 4 and 21) ... 47,807 58,026 14,968 8,214 10,150 14,475
73 |Balance on goods and services {lines 2 —617,583 ~723,616 -124,312 -154,161 -168,428 -170,682
74 |Balance on income (lines 12 and 29)............. 30,439 1,567 16,090 6,286 5,256 2,807
75 |Unilateral current transfers, net (line 35) ....... -80,930 -82,896 22,341 -19,590 -15,977 -23,022
76 |Balance on cusrent account {lines 1, 18, and 35 or lines 73, 74, and 75) © —668,074 ~-804,945 -130,563 167,465 -179,149 -190,897

See

the footnotes on pages 67-68.
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Transactions
of doliars]
- No& seasonallryr adjusted B Seasonally adjusted
2005 2004 2005 Line
Il e Ive | Il it % ' I ' e Ive
410,146 431,824 428,254 459,673 363,494 376,564 385,874 405,041 413,076 428,058 441,821 457,939 1
302,982 319,208 318,724 331,309 277,093 285,099 290,370 298,887 306,152 316,938 321,013 328,119 2
211,722 227,357 218,869 234,671 193,789 200,072 204,801 208,874 213,407 223,106 224,793 231313| 3
91,260 91,851 99,8565 96,638 83,304 85,027 85,569 90,013 92,745 93,832 96,220 96,806 4
4,525 4,425 5,145 4,407 3,899 , 3,604 3,555 4,525 4,425 5,145 4407| 5
17,840 21,541 23,821 19,213 17,900 18,675 18,686 19,220 20,000 21,372 20,582 20461| 6
4,835 5,392 6,058 5,205 4,521 4,654 4,909, 4,774 5,119 5,449 5,572 5350 7
9,502 10,167 10,674 11,166 8,907 9,188 9,124 9,643 9,878 10,135 10,461 11,035 8
14,698 13,905 14,222 15,296 12,677 12,573 12,947 14,446 14,951 14,140 14,626 14,404 9
39,650 36,215 39,711 41,150 35,202 35975 36,094 38,163 38,062 38,105 39,610 40,948} 10
210 206 224 201 198 206 205 212 210 206 224 200 M
107,164 112,616 120,530 128,364 86,401 91465 95,504 106,154 106,924 111,120 120,808 129,820, 12
106,420 111,860 119,766 127,585 85,657 90,738 94,734 105,357 | 106,180 110,364 120,044 129,041 13
58,335 61,300 63,470 65,751 55,096 57 053 57,863 63,053 58,162 59,617 63,830 67,245 14
47,299 49,993 55,618 61,136 29,758 32972 36,117 41,577 47,299 49,993 55,618 61,136| 15
786 567 678 698 803 713 754 727 719 754 596 660| 16
744 756 764 779 744 727 770 797 744 756 764 79| 17
-561,562 -610,104 -629,976 -661,304 —487,324 -522,684 -537,085 -571,026 584,567 602,326 -618,310 -657,746 | 18
-456,080 —495,926 -513,236 -530,597 —415,945 -437,141 -447,835 -468,108 -478,277 —489,656 -502,413 -525,492| 19
-381,509 413,443 -429,298 -450,011 -345,241 -364,059 -372,576 -391,050 -399,079 -409,378 -422,061 443,743 20
-74,571 -82,483 -83,938 -80,586 -70,704 -73,082 -75,259 ~77,058 ~79,198 -80,278 -80,352 -81,749| 21
-7,545 -7,491 -7.521 -7.511 -7,099 -7,399 -7.433 -7,368 -7,545 7,491 ~7,521 -7511| 22
14,983 -20,093 -19,790 -14,663 -15,886 -16,491 -16,603 -16,655 -17438 -18,120 -17,155 -16,816{ 23
-5,756 6,944 -7,158 -6,343 -5,740 -5,882 -5,896 -6,183 -6,224 -6,539 6,588 -6, 24
-14,815 -15,313 ~15,661 -16,018 -12,914 -13,158 -13,614 -14,483 -15,734 -14,976 -15,101 -1599 | 25
-6,148 -5,874 -6,355 -6,661 5,407 -5,731 6,591 6,172 ~6,420 -6,137 -6,383 -6,098| 26
-24,358 -25,817 -26,458 -28,421 22,776 —-23,492 —-24,150 -25,246 —24,871 -26,064 —26,609 -27509| 27
-966 —-951 -995 -969 -882 -929 -g72 -951 -966 -851 -995 -969| 28
-105,482 -114,178 -116,740 -130,707 -71,379 -85,543 -89,250 -102,918 -106,290 -112,670 -115,897 -132,254| 29
-103,384 -112,037 -114,415 -128,389 -69,219 -83,331 -87,040 ~100,666 ~104,136 ~110,490 -113,617 -129,985| 30
~29,047 -32,689 -25773 -31,482 -20,014 -27,973 -27,520 -29,640 -29,799 -31,142 -24,975 -33078" 31
-48,333 -51,377 -58,684 64,774 29,040 -33,355 -36,246 -46,729 -48,333 -51,377 -58,684 64774 . 32
-26,004 -27,971 -29,958 -32,133 -20,165 -22,003 -23,274 -24,297 -26,004 -27.97 -29,958 32133 3
-2,008 -2,141 -2,325 -2,318 -2,160 -2212 -2,210 -2,252 -2,154 -2,180 -2,280 -2269 34
-26,274 -21,901 -9,493 -25,228 -22.271 -20,515 -15,771 -22,374 -26,252 -22,633 . -8,940 -25,069: 35
-9,035 -5,724 6,447 -9,156 -7,744 -4,961 -4.911 -5,701 -9,035 -5,724 -6,447 -9,156| 36
-1,071 -1,451 -1,909 ~1,881 -1,554 -1,556 -1,548 -1,607 -1,558 -1,569 ~1,584 -1,601| 37
-16,168 -14,726 -1,137 -14,191 -12,973 -13,998 -9,312 -15,066 -15,659 -15,340 -909 -14312| 38
-4,466 -315 -435 -431 -428 -372 -393 -455 -4,466 -315 -435 -431| 39
-86,092 -233,092 -145,404 -27,141 -295,140 -133,886 -137,525 -288,957 -81,803 -225,422 -141,429 -43,077{ 40
-797 4,796 557 1,122 429 -797 4,766 4796 4
-81 -90 -98 -97 2,976 -811 43
-564 5,050 815 1,345 676 -564 1,351 5050 44
-136 -173 -158 -133 -149 -136 ~161 -173| 45
971 606 727 -2 -1 N 1,516 606| 46
-708 —472 -561 -668 -1,270 -708 -518 -472| 47
1,586 1,094 1,374 544 1,299 1,586 1,957 1,004| 48
93 -16 -86 122 40 93 77 -16] 49
-233,266 -32,543 -296,424 -135,006 -137,943 91,621 -225,506 -147,711 -48,479| 50
-29,280 18,042 -52,367 -58,425 —41,202 -27,290 -21,610 25,311 2,106| 51
-41,979 —40,001 -15,532 -30,181 -38,444 -38,675 -41,979 -34,589 -40,001| 52
8,978 -22,126 -55,452 -5,390 -13,490 -74,934 8,978 -30,440 -22126| 53
-170,985 -107,993 11,542 -173,073 41,010 -44,787 49,278 -170,985 -107,993 11,542| 54
242,293 378,396 397,258 274,748 423,023 304,937 254,228 243,311 376,085 395,264 278,037 55
25,277 82,646 38,176 74,577 147,401 77,039 75,792 25277 82,646 38,176 74,577| 56
39,244 44,068 30,122 63,745 124,010 63,456 66,899 39,244 44,068 30,122 63,745 57
14,306 22,448 9,651 37,641 112,586 62,977 55,357 14,306 X 9,651 37,641| 58
24,938 21,620 20,471 26,104 11,424 479 11,542 24,938 21,620 20,471 26,104 | 59
~650 297 467 -248 -109 45 710 ~650 297 467 —248| 60
-15,843 34,190 850 5,075 22,058 11,350 4,867 -15,843 34,190 850 5,075| 61
2,526 4,091 6,737 6,005° 1,442 ,188 3,316 2,526 ,091 6,737 6,005 62
217,016 295,750 359,082 200,171 275,622 227,898 178,436 218,034 293,439 357,088 203,460 | 63
33,898 17,034 50,380 27,318 ,503 31,039 35,666 34916 14,723 48,386 30,607 | 64
75,911 9,923 40,834 70,126 31,931 60,424 -1,107 75911 9,923 40,834 70,126| 65
79,973 114,064 165,856 129,310 45476 81,678 84,401 79,973 114,064 165,856 129,310 66
1,072 ,507 679 9,158 -1,800 ,754 2,560 1,072 4,507 4,679 9,158 | 67
93,897 1,153 18,635 -51,451 44,623 3,887 14,752 93,897 1,153 ; 18,635 -51451| 68
—67,735 149,069 78,698 15,710 146,889 . 42116 42,164 -67,735 149,069 | 78,698 15,710 69
25,955 55,192 -51,204 -20,317 18,646 . -4,044 50,672 40,701 46,553 67,971 -8,653| 70
................................................ 11,010 -3,747 -12,977 14,746 —-8,639 -16,767 10,664 | 70a
-169,787 186,086 -210,429 215,340 —151 452 -163,987 -167,775 -182,176 -185,672 186,272 -197,268 -212430| T
16,689 9,368 15917 16,052 12,600 11,945 10,310 12,955 13,547 13,554 15,868 ‘ 15,057 | 72
-153,088 -176,718 -194,512 -199,288 -138,852 -152,042 -157,465 -169,221 -172,125 -172,718 -181,400 -197,373| 73
1,682 -1,562 3,790 -2,343 15,022 5,922 6,254 3,236 634 -1,550 49111 -2434| 74
-26,274 -21,901 -9,493 25,228 -22,271 -20,515 -15,771 -22,374 -26,252 -22,633 -8,940 | -25,069| 75
-177,690 -200,181 -200,215 -226,859 -146,101 -166,635 -166,982 -188,359 -197,743 —196,901 —-185,429 -224876| 76
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U.S. International Transactions in 2005

Table 2. U.S. Trade in Goods—Continues

[Millions of dollars)

April 2006

Not seasonally adjusted Seasonally adjusted
Line 2004 2005 » 2004 2005 2004 | 2005
} ] il v i Il Ve I i v I Iy J Y ‘ Ve
A |Balance of payments adjustments to Census trade data: \ !
EXPORTS ‘
1 |[Exports of goods, Census basis ' including reexports ‘
and including military grant shipments .... ' 818,775| 904,383 | 206,132 | 201,372 | 214,576 | 214,188 | 230,399 | 222,003 | 237,793 | 202,981 | 207,461 | 211,621 | 215,874 | 226,148 | 227,926 | 234,435
Adjustments:
2| Private gift parcel remittances 485 515 128 17 112 144 131 121 112 144 131 119 121
3| Gold exports, nonmonetary... - . e .
4 Inland U.S. freight to Canada
5| U.S.-Canadian reconciliation adjustments, n.e.c., net 2
6| Exports transferred under U.S. military agency sales
contracts identified in Census documents 3.................. | -8204| -8446| -2,166| -1897| -1929! -1,716| -2,166| -2,370| -2,194 -2,166| -1,897| -1,929| -1716| -2,166; -2370| -2,194
7| Other adjustments, net ¢ ... ' -3520| -3833| -871| -881| -930| -894] -1,007| -883| -1,049  -871| -881| -930| -B94{ -1,007| -883| -1,049
8 |Equals: Exports of goods, adjusted to balance of }
payments basis, excluding “military” (table 1, line 3) 807,536 | 892,619 | 203,223 | 198,711 | 211,829 | 211,722 | 227,357 | 218,869 | 234,671 ; 200,072 | 204,801 | 208,874 | 213,407 | 223,106 | 224,793 | 231,313
IMPORTS ‘
9 |Imports of goods, Census basis ' (general imports)....... 1,469,704 | 1,670,751 | 364,813 | 376,462 | 396,152 380,593 | 412,573 | 428,483 | 449,102 | 363,274 | 371,748 | 390,216 398,163 | 408,509 | 421,245 | 442,834
Adjustments:
10| Electric energy.... 123 96 16 4 35 24 24 24 24 16 41 24 24 24 24
11| Gold imports, non A0 o [ B0 L oieiiins § reeeieiens [ eeeninssess - ernrrenii JRTUTN DO A0 | oo D e | e e
12| Inland freight in Canada.... 4,347 4689 1,001 1078; 1118 1,147 1,192, 1,126) 1,224, 1,101| 1,078 11471 1,182 1,126 1,224
13| U.S.-Canadian reconciliation adjustment, n.e.C., Net 2...... "o [ervvvccmerns fovrnirvennis e SOUUVRN UUUUTSPSUURN URURPOOPI ESOUUUUUTUUR EOVPUUTUORR SYOPPRORURUR FRUSOVUUUUUR UTSUIURPURIR IVUUVUUUUOURE [SOOOUUIRP IPSRUPUUOURTROTSOONt
14| Imports of U.S. military agencies identified in Census
documents ? -964 -962| -250| -245| -241| -181] -257| -255| -269, -250f -245| -241| -181| -257| -255: -269
15| Other adjustments, net 5 ©.. -324 =313 -82 -87 -78 -74 -89 -80 -701 -82 -87 -78 -74 -89 -80i  -70
16 |Equals: Imports of goods, adjusted to balance of
payments basis, excluding “military” (table 1, line 20) | 1,472,926 1,674,261 | 365,598 | 377,289 | 396,986 381,509 | 413,443 429,298 | 450,011 | 364,059 | 372,576 | 391,050 | 399,079 | 409,378 | 422,061 | 443,743
B |Trade in goods, by area and country, adjusted to
balance of payments basis, excluding military: ’
EXPORTS ;
1 (Total, all countries (A-8) 807,536 | 892,619 | 203,223 | 198,711 | 211,829 | 211,722 | 227,357 | 218,869 | 234,671 200,072 | 204,801 | 208,874 | 213,407 | 223,106 | 224,793 | 231,313
2| Europe.. 189,418 207.814| 47,902| 44,819| 50,324| 51,395| 53,723| 48,433 54,263 47,035| 46,100| 49.800| 51,903| 52,562| 49,676| 53,673
3 European Union ............... 167,6691 183,362, 42311! 40,086| 44,467) 45259| 47.481) 42,626| 47,996 41500) 41,203} 44036, 45762 46,402| 43677 47521
4 Belgium and Luxembourg . 17,420 19206| 4,534 4185| 4488 4619| 4948 4546| 5093 4445 4301| 4451 4681 4828| 4,650 5047
5 France .... 21,083| 22215| 5374 4655| 59221 5639; 5843 4,828| 5905| 5270 4,780| 58911 5717 5697| 4937, 5864
6 Germany .. 30,844 | 33555| 7.642; 7624 8050 8206; 8323, 87186, 8840 7494 7830| 7960 8288| 8,129, 8375 8763
7 Italy... 10,420 11,2421 2856| 2333] 2805 2,866| 2877| 2499| 3000 2806| 2403! 2779 2895 2817 2566| 2964
8 Netherlands..............cccooeces 24119| 26302 6,057| 5818 6484 6,564 6747| 6,087 6904| 5946| 5973| 6421 6639 6595 6241 6827
9 United Kingdom.. 35,120 37610| 8857 84721 8866 9175 10125; 8941 90369 8675 8704 8783 9282 9888 9164| 9276
10 Other ... 28,663| 33232 6991| 6999 7852: 8,190 8618 7,539 8885 6,864 7212| 7,751| 8,260 8448| 7,744| 8780
11 Europe, excluding EU 21,749 24452 5591 4733| 5, 857 . 6,136 60242° 5807 6267! 5535| 4897 5764 6,141 6,160 5999| 6,152
12: Canada ?.....ovcommcninenns 189,982 | 211528| 48,791. 46,591| 49,704 ‘ 50,486 | 55,006 51,321 54,715| 47,983| 47,901| 49,159 50,956 | 53,956| 52,542| 54,074
13| Japan 52288| 53234| 13356 12,812 13316| 12,612] 13,247| 13,667| 13,708| 13,258| 13,311| 13003 12611 13,108| 14,144 13371
14| Australia, New Zealand, and South Africa °. JSSSOSTOURS DUSURTIURTOVIUI FICTIORRTOTOTIUPIN PPN \ ......................................................................................... JETSUNPRDTOT RSP PRI
15 AUSURHA oo 13,766 15231| 3343 3,637| 3631' 3,563 3955| 3,870] 3843| 3269| 3736 3,595| 3598 3,858| 3967| 3,808
16| Latin America and Other Western Hem|sphere.... 171,887 | 191,830| 42,830, 42,954 | 45662 44,275| 483841 48,156| 51,015| 42,176 | 44,266 44,983 | 44,690 47,491| 49,444 50,205
17 Brazil .. 13,726| 15144| 3272 3476| 3371 3345| 3769| 3,932| 4,098| 3,198 3561| 3344| 3386| 3667 4019 4,072
18 Mexico 110,698 | 119,946| 27,6981 27,898| 29255 127,996| 29,832 30,107| 32,011| 27,272| 28,738| 28,819 28,283| 29,286| 30,891 \ 31,486
19 Venezuel 4,742 6,401| 1,155 1216| 1408 1,440| 15201 1700f 1,741| 1,136 1257 1,391 1459| 1487 1741 1714
20 Other . 42,721, 50,339 10705 10,364 11628 11,494 13,263 12,417) 13,165 10,5701 10,710 11,428 11,562' 13,051 | 12,793 | 12,933
21 Other countries in Asia and Africa 7 ® 190,195 212,982 47,001| 47,898! 49,192, 49,391| 53,042| 53422| 57,127| 46,351" 49,487| 48,334 49,649, 52,131| 55,020| 56,182
22, Asia7C... 177,100 197,683 | 43,893 | 44,702; 45612 45718 49,125| 49,638 53,202| 43255 46,142| 44,869 45976  48,257| 51,069 52,381
23 14287 21723| 3560, 3600 4,172 4,665| 5466| 4,899 6,693 35191 3,727| 4,100 X 5393| 5068 6612
241 Chind...cconrnrinnnee. 34639 41743 8372 8,184 9129 8958| 10,075  10,699| 12,011 8315 8492 8913 8999 9944} 11048 11,752
25 15,784 16,294 | 3851 4,097 4,133 3849 4,095| 4326, 4,024 3781 4214 40837 3871 4,014| 4431 3978
26 25729 27,029| 6455 6582) 6375| 6,684 6642| 6,712 6991 6,359 6,787| 6,280 6,749 6506 6904: 6,870
27 19,254| 20263| 5175 5403| 4,185 5,134| 4,973| 4975| 5,181 5066| 5548, 4,158] 5176| 4,853| 5000 57144
28 21,305| 21,437| 5401 5101| 5783/ 5219| 5589 5497\ 5132 5331| 5268| 5701| 5247\ 5507| 5660, 5023
29 12,773 14,874] 3,029| 3,095 3496 3586| 3,823| 3685 3780| 3016! 3240| 3386| 3587 3780| 3,847| 3,660
30 Members of OPEC 2,563 2,866 517 609 909 609 656 870 731 524 640 879 598 655 910 703
31 International organizations and UNANOCALED. .........cccccovei [ Leiiminenns ainiiiciiiies e e e ccvnnnnnns | sy | soveniienne | ceessvinnins [ ovinsieniies veeeesiins | s | | o | s Do
Memoranda:
32:  Industrial countries 7 441,562 483,425112,394 | 107,038 1 115,757 117,129 | 124,531 | 116,166 | 125,599 110,537 . 110,177 | 114,383 1 118,161 | 122,073 | 119,148 124,043
33 Of which: Euro area 124,798 135617| 31,441| 29,557 33,328 33,570| 34,676| 31,350| 36,021| 30,846, 30,378| 33,006| 33,944 33,886| 32,116 35,671
34| Members of OPEC ’ 21592: 30990| 5232| 5425| 6489 | 8714 7642| 7469| 9165| 5 1791 5624| 6370 6707 7535 7719 9,029
35| Other countries 7.... 344,382 | 378,204 85,597 86,248| 89, 583 87,879 95,184 | 95,234 | 99,907 | 84, 356\ 89,000 88,121| 88,539 | 93,498 97,926. 98,241

See the footnotes on pages 67-68.
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Table 2. U.S. Trade in Goods—Continues
[Millions of dollars]
“ 7[ ) Nal seasonally”adjusted ) 7 | Seasonally adjusted
2004 2005 » T 2004 | 2005 ‘ 2004 | 2005
| . .
I oo I moowe o T e o e [
Trade in goods, by area and country, adiusfedto balance ‘7 l | J J | I
of payments basis, excluding military: ~—Continued ‘ ' ' ‘ ‘
IMPORTS ' ' i ‘ ‘ ‘
Total, all countries (A=16}............ccoevccvmvvrivrrivmsernsnsrossenns 1,472,926/ 1,674,261 365,598 377,289[ 396,986} 381,509‘ 413,443‘ 429,298 450,011‘ 364,059| 372,576 391,050‘ 399,079} 409,378 422,061} 443,743
320,915 354,364 81626 78262 86,551 82,535 91,036 87,329 93464 81,401| 77,384/ 85142 86,144 90,263[ 86,021| 91,936
European Union 278,153 307,965 70975 68,144; 74,999, 71598 78572 76,069 81,726/ 70,855 67,439 73,696/ 74,685 77,973 74,986/ 80,321
Belgium and Luxembourg . 12,733 13403 3318 2974 3338 3072 3332 3404 359 3302 2936 3294 3209 3296 3355 3543
France 31587 33799 7621 7666 9,148 7991 8794 8209 8805 7618 7599/ 8983 8,334 8723) 8091 8651
GEIMEANY L. s s 77,1301  84,531| 19,277| 19,143 20,941 19,672| 21324| 20,979 22556 19,292| 18,967 20,524 20,485 21,199, 20,707 22,140
Italy........ 28,086| 30,955 7,030 7,153 7,325 7,275 7,830 7908 7942 7017} 7,081 7192 7584 7780 7801 7,790
Netherlands..............o..ccoeeennne 12,404\ 14,810 2958/ 37149 3490 3152 3609 3851 4198 2945 3104] 3433 3300, 3569 3784 4157
United Kingdom.... 46,032 50719, 11,967) 10,655 12,536 11,5021 12,700| 12448/ 14,069 11,898 10,509/ 12,376| 12,019/ 12,582) 12,256} 13862
... 70,181] 79,748 18,804 17,404 18,221 18,934 20,983 19,270 20561 18,783} 17,243} 17,894| 19,754\ 20,824| 18,992 20,178
Europe, excluding EU.. . 427620 46,399 10,651 10,118/ 11,5521 10,937 12464| 11260, 11738 10,546 9,945 11,446; 11,459 12,290| 11,035| 11615
CaANAAA 2ot J 259,034| 290,797 66,643 64,173 66,828 68,295 71,107| 71978| 79417, 66,378) 63,340) 65759| 71,338 70,464| 70,715 78,280
JAPAN..covnsciec i . 129,807| 138,064) 32,108) 32,207) 34,290| 33958| 34,464| 33,791] 35851] 32000, 31924/ 33575 35317 34258 33,354 35135
Australia, New Zealand, and SOuth AffiCa ®.........covevverces oo [rovrrinnnrnns | eemmnrminens | ovvnreomnins | nsnnnenes avssssssionee [sessssnsiines [eeveonimnnns foommeoinmnnn foemseanns [RYPSURRUR SRR NUSPURe PUNRURRRS DRI FROROIN
Australia . 7284 1755 1973 2117 1,538, 1918 1994| 1834 1751 1951 2087 1601 1909, 1971, 1803
Latin America and Other Western Hemisphere ............... | 256,762) 294,362. 635591 65298 68,605 67,061} 74277] 74638 78,386 63,052 64,284 67,849} 70219 73,298 73130| 77,715
Brazil.......... 21,159 24,428[ 5188/ 59571 5899 5694 6,178 6153 6403 5180 5900 5805 5950 6118 6049 6311
Mexico. 171478 39,777. 39,300 41,220 39,145 430899 42436 45998 39,596/ 38,800 40,574| 40,916) 43479 41708 45375
Venezuela.. 33994 62600 6273 68591 7534 8434 9616 84100 6053 6041 6977 7977 8153 9283 8,581
Other 64,462} 12,334 13,768} 14,627| 14,688) 15766 16,433] 17,575 12,223| 13543| 14493 15376/ 15,548/ 16,090 17,448
Other countries in Asia and Africa 7 % ....... 589,390 119,907, 135,376° 138,595 128,122i 140,641| 159,568 161,059| 119,387| 133,693] 136,638| 134,460! 139,186/ 156,870! 158,874
Asia 7 ¢ 523977| 108,778 123,282 125,364 114,869 125,705 141,333) 142,070 108,560; 121,990] 123,220] 120,415| 124,672 139,225/ 139,665
Members of OPEC .. 54,686 10,256 12,684‘ 12,9491 11,307| 13,025 150289 15,065 9,989! 12,297| 13,111| 11,970| 12,686/ 14,837| 15,193
China........ 243,484| 46,698 54,0161 56.8081 51.011; 58,180] 66,969 67,324) 46,765 53,625 55648/ 53,553 57,865 66,148' 65918
Hong Kong 8926 2052 2,740) 2,494) 1,888 1,752 2,722| 2,564] 2,052 2,719, 2437 1987| 1,744] 2,689 2,506
Korea, Republic of 43767| 11,779) 12,024| 12,170| 11,213| 10,902| 10,317\ 11,335 11781 11914] 11926/ 11,715 10,799 10,140 11,113
SINGAPOTE..........crrcrerercrreins e 15,098 3865 4,152 3780 3502 3748; 3,813] 4,035 3865 4,113 3695 3662 3720: 3,756 3960
Taiwan 34,838) 8,737 9,099y 9,060/ 8293 8601 8,891 9,063 8736 9,018 8877 8663 8539 8761 8,875
Africa 7 ¢ 65,058 11,044 11984 13,113 13,177 14,852 18,147 18882 10,741 11,593 13,305 13,966 14,431[ 17,557[ 19,104
Members of OPEC 36,154) 5952 6,504 6705 6,927 8456 10,193} 10578 5744| 6252 6,864 7,387, 8175 9818 10,774
International organizations and unallocated. ... Jnnccins s Fonneennns o [evvviiins [oonneenins feomrns e Jon oo
Memoranda: ‘ “ [ [
Industrial countries 7 ....... 702,264| 770,047 178,686 172,573 185,093 181,745 193,071| 189,763| 205468 178224 170,631\ 181,877) 189,567! 191,541! 186,866, 202,073
Of which: Euro area " 209,393 228,410/ 52,900| 51,472| 55,957\ 53,461| 58,178 56,510 60,261| 52,845/ 50,960/ 54,919' 55,750, 57,754 55712 589,194
Members of OPEC 7.... 94,105 124,834 22468 25461| 26,513 257681 29,915 35098 34,053 21,786/ 24,590 26,952 27,334| 29,014/ 33938/ 34548
Other countries 7 676,557| 779,380| 164,444| 179,255 185,380 173,996| 190,457} 204,437| 210,490| 164,049| 177,355 182,221( 182,178‘ 188,823‘ 201,257 207,122
BALANCE (EXCESS OF EXPORTS +) ‘ I |
Total, all COUMIES ...........cocoooererre e -665,390 -781,642/-162,375-178,578|-185,157(-169,787|~186,086 -210,429|-215,340|-163,987|-167,775-182,176.-185,672|~186,272|~197,268|-212,430
BUIOPE ..o e e e -131,497| —146,550; 33,724 —33,443| -36,227| -31,140; -37,313| -38,896| 39,201 -34,366 ~31,284 —35,342} -34,241" -37,701' -36,345' -38,263
European Union ....... -110,484' —124,603| -28,664| —28,058| -30,532 -26,339; -31,091| -33,443| -33,730| -29,355| -26,236' —29,660: —28,923 -31,571 -31,309 -32,800
Belgium and Luxembourg 4,687 5803 1216 1211 11500 1,547 1616) 1,142 1498 1,143 1,365 1,157 1,472 1,532] 1,295| 1504
France —10,504J -11,584) -2,247) -3011| -3226| -2,352) -2,951| -3,381| -2900 -2,348 -2,819 -3,092| -2,617| -3026| -31154| -2787
Germany 2 —46,286' -50,976| ~11,635[ ~11,519, -12,891; -11,466| -13,001| -12,793) -13,716| -11,798 —11,137/ -12,564 —12,197! —13,070' ~12,332' -13,377
Italy.. -17,666 —19713] —4,174] 4820 4520 -4,409] -4953] -5409| -4942| 4211 4678 -4413 -4,689 -4,963; -5235 -4,826
Netherlands 1,715 114921 3099 2669 2994 3412 3138 2236 2,706 3,001, 2869 2988 3339 3026 2457 2670
United Kingdom. -10912| -13,109] -3,110; -2,183| -3,670| -2,327| -2,575 -3,507| -4,700, -3,223 -1,805 —3,593‘ -2,737) -2,694| -3092 -4586
Other -41,518" 46516/ -11,813] -10,405( -10,369| -10,744) -12,365| -11,731, -11,676] —11,919[ -10,031) -10,143| -11,494| 12,3761 ~11,248/ 11,398
Europe, excluding EU............... 21,013, -21,947| -5060] -5385{ -5695| -4,801| -6,222| -5453| -5471| -5011I -5048 -5682 -5318 -6,130; -5036; -5.463
CANAUA 2 ..coooveren s s -69,052| -79,269| 17,852 —17,582| ~17,124| 17,809 —16,101| ~20,657) —24,702| -18,395 —15,439] —16,600| —20,382| —16,508| -18,173| —24,206
Japan....... -77,519] 84,830 18,752 -19,395) -20,974| -21,346! -21217' ~20,124 -22,143' -18,832| -18,613| ~20,572| -22,706| —21,150| ~19,210| -21,764
Australia, New Zealand, and South Affica ? ... o weevmentnnees Jevmmniiniens [eimmeinienes foereeniieis Lo o [ommen [omnen femmn b s e s [T P
Australia .......... 6,246 7,947 1,588 1664 1514 2,025‘ 2,037 1,876 2,009‘ 1518 1,785 1,508 1,997 1949 1996 2,005
Latin America and Other Western Hemisphere -83,875| —102,532) —20,729 -22,344| -22,943 -22,786' 25,803 26,482 27,371 -20,876 -20,018| -22,866| 25,529| -25,807 ~23,686| —27,510
Brazil ~7433] -9284) -1916) -2481] -2528' -2,349. -2409] -2221 -2305 -1,982] -2.339 -2461 -2,564| -2451] -2,030 -2,239
Mexico .. ~46,407  -51,532| —12,079 11,402 11,965 ~11,149 ~14,067! ~12,329 13987/ —12,324| ~10,062| -11,755| -12,633| -14,193/ -10,817, 13,889
Venezue —20,179| -27,593) 5,105\ -5057\ -5451| -6,094' -6914, -7916, -6669 -4917| -4784| -5586| -6518, -6,666| -7,542| -6867
[0 ~0,856| -14,123] -1629| -3,404] -2,999] -3,194 -2503] —4,016 -4,410 -1,653| -2833 -3064/ -3,814] -2497| 3297 -4,515
Other countries in Asia and Africa 7 -309,693| -376,408] -72,906| —87,478 -89,403 —78,731} —87,599‘—106,146—103,932‘ -73,036| -84,206) 88,304 84,811 —87,055\-101,850,-102,692
ASIa 7 % -276,755| -326,294| -64,885) -78,580 —79,752‘ -69,1511 -76,580' ~81,695 -88,868 65305 -75848) —78,351| -74,439| -76,415 -88,156 -87284
Members of OPEC ... -30907| -32,963| -6,696| -9,084| -8,777 -6,642 7,559 ~10,390| -8,372| -6470| -8570, -9.011} -7,320| -7,203 9,769 -8,581
China -162,035| -201,741) -38,326| -45,832 -47,680. 42,053 -48,105| -56,270| -55,313| -38,450| —45,133| -46,735| -44,554| 47,921} -55,100| -54,166
Hong Kong..... 6,468 7,368/ 1,799 1357, 1,639 1,961 2,343| 1,604| 1,460| 1,729) 1,495 1646 1,884 2270, 1,742) 1472
Korea, Republic of -20,435| -16,738, -5324 -5,442| -5795 -4529 -4260 -3605 -4,344 -5422| -5127 -5646/ -4,966] -4,293] -3,236] -4,243
Singapore. 3,895 51680 1310 1251 405 1,632, 1,225 1,462 1,146 1,201 1,436 464/  1514] 1,133 1,334 1,184
-13,3217 -13401| -3336| -3998 -3277 -3074| -3012| -3394| -3921| -3405| -3750 -3,176] -3416| -3032 -3,101} -3,852
-32,863] -50,184] -8,015 —8,869“ —9,617J -9,591] -11,029| -14,462; -15102| -7,725| -8353| -9,919| -10,379| -10,651| ~13,710| -15444
-21,427| -33288| -543