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irector’s

M essage

Toward the end of every fiscal year, BEA undertakes a Bureau-
wide assessment of our progress toward meeting the goals set
forth in our strategic plan.

For the 2006 fiscal year, we met all of our major goals for en-
hancing BEA’'s estimates. In September, we released preliminary
estimates of the new R&D satellite account. We’'ve expanded the
geographic detail for our international transactions accounts.
And we incorporated more real-time data into our estimates of
consumer spending and investment. This is only a partial list of
accomplishments— we’ll keep you updated about further en-
hancements.

In this month’s Survey of current business, several articles
highlight recent improvements or planned improvements to our
accounts.

The article on updated state personal income estimates notes
that BEA released 1990-2000 estimates of earnings by state using
the 2002 North American Industry Classification System
(NAICS). This release meets an important BEA strategic plan
goal to extend the NAICS-based state income estimates back to
1990. The article also includes a box that explains BEA’s new
methodology for estimating quarterly growth in wages and sala-
ries.

The article on updated international services transactions esti-
m ates includes a box that provides an overview of BEA'’s efforts to
improve our estimates of international sales of services through
affiliates of multinational firms. Improvements in three areas are
discussed: Insurance services, wholesale and retail trade services,
and financial services. We’ll provide a more detailed discussion of

these topics in an upcoming Survey article.

1
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Taking Account...

BEA Releases Preliminary
R&D Satellite Account

The Bureau of Economic Analy-
sis (BEA) has released a new
satellite account that estimates
research and  development
(R&D) activity and its impact on
the economy.

Satellite accounts do not af-
fect BEAs core accounts, but
they provide an opportunity to
develop new methodologies and
provide greater detail about spe-
cific economic activity, such as
R&D. The release updates earlier
BEA work on R&D from 1994,
2002, and 2005. The preliminary
estimates show the following:

eRecognizing R&D as invest-
ment increases the level of

GDP by an average of about

214 percent between 1959 and

2002.

oR&D investment and the
income arising from accumu-
lated R&D capital accounted
for about 4% percent of
growth in real GDP between

1959 and 2002. Between 1995

and 2002, its contribution to

GDP growth rose to about 62

percent. In comparison, busi-

ness investment in commer-
cial and other types of
buildings accounted for just
over 2 percent of real GDP
growth between 1959 and
2002.
eEstimates of gross private
domestic investment (in cur-

rent dollars) in 2002 would be

more than 11 percent, or $178

billion, higher after recogniz-
ing R&D as investment; the

2002 national saving rate

would be 16 percent, instead

of 14 percent.

The satellite account details
how R&D, treated as investment
rather than consumption, would
affect BEA’s measures of eco-
nomic activity in various sectors,
such as business, nonprofit insti-
tutions serving households, and
general government. The pro-
posed treatment of R&D is simi-
lar to BEAs treatment of
software, which was capitalized
in the national income and
product accounts (NIPAS) in
1999.

An article about the new R&D
account will be published in a
later issue of the Survey oF Cur-
RENT Business. In fall 2007, final
R&D account estimates are
scheduled to be released.

If resources allow, BEA plans
to incorporate R&D into its in-
put-output accounts in 2012 and
into the NIPAs around 2013.
These actions are expected to be
recommended by the next ver-
sion of the System of National
Accounts, an internationally ac-
cepted standard for economic
accounting practices.

The R&D satellite account
was developed with the National
Science Foundation, which pro-

vided the expenditure data used
to produce the account, re-
viewed the estimates, and pro-
vided general guidance.

The R&D satellite account
marks another step by BEA to-
ward its goal of providing more
data about the effect of intangi-
bles on the economy. BEA is cur-
rently engaged in research about
health care, human capital, and
education. The new R&D ac-
count is available on BEA’'s Web
site, <www.bea.gov>.

BEA Holds Government
Data Users Conference

BEA recently held a conference
in Washington, DC, for users of
its government statistics. Similar
to a conference held in Septem-
ber 2004, this year’s event gave
users an opportunity to hear
about BEA research, provide
feedback on key issues, and
discuss the future development
of BEAs government accounts.
BEA Director Steve Landefeld
delivered opening remarks.

Topics discussed included
government accounts and the re-
vised Systemn of National Ac-
counts, government insurance
programs, new territorial adjust-
ments, and new perspectives on
government pensions.

Material from the event is
available on the BEA Web site
at <www.bea.gov/bea/dn/govt_
conf_2006.htm>.
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GDP and the Economy

Final Estimates for the Second Quarter of 2006

AL gross domestic product (GDP) slowed and in-
flation accelerated in the second quarter of 2006,
according to the “final” estimates of the national in-
come and product accounts (NIPAs).! Real GDP in-
creased 2.6 percent, revised down 0.3 percentage point
from the “preliminary” estimate, after a 5.6-percent in-
crease in the first quarter (chart 1 and table 1).2
The slowdown primarily reflected downturns in
consumer spending for durable goods, in business in-
vestment in equipment and software, and in Federal
Government spending, decelerations in consumer
spending for nondurable goods and in exports, and a
larger decrease in residential fixed investment. The
slowdown was softened somewhat by a deceleration in
imports, an acceleration in consumer spending for ser-
vices, and an upturn in inventory investment.’

e Corporate profits increased $22.7 billion (1.4 per-
cent at a quarterly rate) after increasing $175.6 bil-
lion (12.6 percent) in the first quarter.

e Prices of goods and services purchased by U.S. resi-
dents increased 4.0 percent, following a 2.7-percent
increase. The acceleration reflected a sharp upturn
in energy prices that was muted somewhat by a
deceleration in food prices.

oReal disposable personal income (DPI) increased
1.7 percent, 0.2 percentage point more than the
“preliminary” estimate, following a 4.6-percent
increase (revised).

e The personal saving rate, personal saving as a per-
centage of current-dollar DPI, was —0.6 percent; in
the first quarter, it was —0.3 percent.

eReal gross national product (GNP) increased 2.3
percent in the second quarter, compared with a 6.1-
percent increase.

1. Each GDP estimate for a quarter (advance, preliminary, and final)
incorporates increasingly comprehensive and improved source data. More
information can be found at <www.bea.gov/bea/about/infoqual htm> and
<www.bea.gov/bea/fag/national/gdp_accuracy.htm>. Quarterly estimates
are expressed at seasonally adjusted annual rates, a value that assumes the
rate of activity for a quarter were maintained for a year.

2. “Real” estimates are in chained (2000) dollars, and price indexes are
chain-type measures.

3. In this article, “consumer spending” refers to the NIPA series “personal
consumption expenditures,” “inventory investment” refers to the NIPA
series “change in private inventories,” and “Federal Government spending”
refers to “Federal Government consumption expenditures and gross invest-
ment.”

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]

Consumer spending decelerated,

2006

increasing 2.6 per-

cent after increasing 4.8 percent, and accounted for

Share of o about half of the slowdown in real GDP. Durable
current- Change from Contribution to percent A i
dollar preceding period change in real GDP goods spending turned down, reflecting a downturn
GDP ercent; ercentage points . . . .
(percent) (P ) P g¢ points) in motor vehicles and parts and a slowdown in furni-
h hol i . N le-
2006 2005 2006 2005 2006 ture and ousehold equipment ondurable-goods
spending decelerated. Spending for services acceler-
Il I} \% | Il 1] v | I
ated, driven by an upturn in electricity and gas.
Gross domestic product 1000 42 18 56 26 4.2 18 5.6 2.6
Personal consumption Nonresidential fixed investment slowed, increasing 4.4
EXPENMILUTES o 69.9 3¢ 08 48 26 276 053 338 181 percent after increasing 13.7 percent. The slowdown
Durable goods.... 80 90 -123 198 -01 074 -1.08 150 -0.01 ] o .
Nondurable goods. 06 34 39 59 14 070 079 120 030 was attributable to a downturn in investment in
SIVICES s 413 32 20 16 37 132 083 067 152 equipment and software, which was moderated by a
Gross private domestic sharp acceleration in investment in structures.
investment. 170 52 162 7.8 10 084 251 131 0.17
Fixed investmen 165 63 28 82 .16 102 o046 134 -0.27
Nonresidential 105 59 52 137 44 059 052 136 045 Residential investment decreased 11.1 percent, the
Structures... . 31 -7.0 120 87 203 -0.20 031 025 056 third consecutive decrease and the largest decrease
Equipment and software...... 74 110 28 156 -1.4 o078 021 111 -0.10 since the second quarter of 1995.
Residential......ooooeiecieonenns 60 71 -09 -0.3 -11.1 043 -0.06 -0.02 -0.72
Change in private inventories..... 05 -0.18 205 -0.03 044 Inventory investment turned up, adding 0.44 percent-
Netexports of goods and age point to real GDP growth; inventory investment
services. -5.9 -0.06 -1.07 -0.04 042 b - tiliti d t ti industri d
mining, utilities, and construction industries an
Exports 10 32 96 140 62 033 097 141 066 Y g
Goods.. 77 37 115 173 60 027 080 10 o045 by merchant wholesalers increased.
Services.. 33 21 55 67 67 006 017 021 02
IMPOMS. 169 25 132 91 14 -0.39 -2.04 -1.46 -0.24 Exports slowed, increasing 6.2 percent after increasing
Goods.. 142 27 141 94 -01 -0.36 -1.84 -127 Q0L )
Services.. 27 12 83 74 99 -003 -020 -0.19 -025 14.0 percent; goods exports decelerated sharply.
Government consumption
expenditures and gross Imports decelerated, increasing 1.4 percent after a 9.1-
INVEStMENt. ..o 19.0 34 -1.1 4.9 08 0.64 -0.21 0.94 0.16 R R . R
percent increase, reflecting a downturn in goods im -
Federal 70 96 -46 88 -45 066 -033 061 -0.32 . .
National defense 47 112 -99 89 -2.0 052 -049 041 -0.09 ports. In contrast, services imports accelerated.
Nondefense.... 23 62 71 85 -93 014 016 02 -0.23
State and local... 21 01 10 27 40 001 013 033 048 Federal Government spending turned down, decreas-
Addenda: ing 4.5 percent after increasing 8.8 percent.
Final sales of domestic product.. 44 -03 56 21 436 -028 561 211
Gross domestic purchases price ) A )
IVAEX oo 44 35 27 40 Real final sales of domestic product (real GDP less in-
GDP price indeX.....cccouuvveminerriennns 3.3 3.3 3.3 3.3 ventory investment) slowed, increasing 2.1 percent af-

1. The estimates tor GDP under the contribution columns are also percent changes.
Note. Percent changes are from NIPA table 1.1.1, contributions are from NIPA table 1.1.2 and shares are from NIPA

table 1.1.10

GDP and Gross

ter increasing 5.6 percent.

Domestic Purchases

In addition to gross domestic product (GDP), another
related measure of economic growth— gross domestic pur-
chases— is included in the national income and product
accounts (NIPASs).

GDP measures the market value of final goods and ser-
vices produced by labor and property in the United States,
including the goods that are added to, or subtracted from,
inventories. GDP is defined as the sum ofconsumer spend-
ing, business and residential investment, inventory invest-
ment, government spending, and exports less imports.

Gross domestic purchases is defined as GDP less exports
plus imports. It measures domestic demand for goods and
services regardless of their origin. Exports represent foreign

demand for U.S. goods and services. Subtracting exports

from GDP yields a measure of expenditures that focuses on
domestic buyers. Imports can be viewed as the value of
goods and services that exceed the domestic supply and that
expand the consumption and investment alternatives for
domestic purchasers.

Differences between GDP and gross domestic purchases
reflect patterns in imports less exports: As imports exceed
exports, gross domestic purchases exceeds GDP.

For annual and quarterly estimates of these measures, see
NIPA tables 1.4.1 and 1.4.3-1.4.6.

For more information on GDP and gross domestic pur-
Income and Product

BEA’s Web

chases, see also “A Guide to National

Accounts of the United States” on site at

<www .bea.gov/bea/an/nipaguid.pdf>.
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Revisions to GDP

Table 2. Preliminary and Final Estimates for the Second Quarter of 2006
[Seasonally adjusted at annual rates]

Change from
preceding quarter

Contribution to percent
change in real GDP

(percent) (percentage points)
Final
Prelim- Final minus  Prelim- Final
inary @ prelim-  inary a
inary
Gross domestic product (GDP)L....ccoc. coevvicvennes 29 26 -0.3 29 26
Personal consumption expenditures 26 26 0.0 1.80 181
Durable goods 0.5 -0.1 -0.6 0.04 -0.01
Nondurable goods 17 14  -03 0.34 030
Services 35 37 0.2 142 152
Gross private domestic investment.........un 28 1.0 -1.8 047 0.17
Fixed investment -0.9 -1.6 -0.7  -0.15 -0.27
Nonresidential 47 44 -0.3 0.48 045
Structures 222 203 -1.9 0.60 0.56
Equipment and software. 16 -1.4 02 -0.12 -0.10
Residential -9.8 -11.1 -1.3  -0.63 -0.72
Change in private iNVentories. ... 0.63 044
Net exports of goods
and services 0.44 0.42
Exports 51 6.2 11 054 0.66
Goods 55 6.0 0.5 0.42 0.45
Services 39 6.7 2.8 0.13 0.21
Imports 0.6 14 08 -0.10 -0.24
Goods -0.1 -0.1 0.0 002 001
Services 45 99 54 -0.12 -0.25
Government consumption expenditures and gross
investment 09 08 -0.1 0.18 0.16
Federal -4.3 -45 -0.2  -0.31 -0.32
National defense -1.8 -2.0 -0.2  -0.08 -0.09
Nondefense -9.3 -9.3 0.0 -0.23 -0.23
State and local 42 40 -0.2 0.49 0.48
Addenda:
Final sales of domestic product...........cccooeeemevreneinns 23 21 -0.2 227 211 -0.16
Gross domestic purchases price indeX.......ouee 40 40 0.0
GDP price index 33 33 0.0

1. The estimates for GDP under the contribution columns are also percent changes.

Source Data for the Final

The 2.6-percent final estimate of real GDP growth is
0.3 percentage point less than the preliminary esti-
The downward

mate. revision primarily reflected a

downward revision to private inventory investment,

an upward revision to imports of services, and a
downward revision to residential fixed investment. An
upward revision to PCE for services muted the down-
ward revisions. For 1978-2005, the revisions, without
regard to sign, averaged 0.3 percentage point from the

preliminary to final estimates.

PCE for services was revised up 0.2 percentage points
reflecting upward revisions to “other” household op-
eration and to recreation.

Residential fixed investment was revised down 1.3
percentage points, largely reflecting a revision to sin-

gle-family structures.

The downward revision to private inventory invest-
ment reflected revisions to both nonfarm and farm in-
dustries. Within nonfarm the

industries, largest

contributor to the downward revision was durable-
goods manufacturing.
Imports of services was revised up 5.4 percentage

points. The largest contributor was royalties and li-

cense fees.

Estim ates

The final estimates of gross domestic product for the sec-

ond quarter incorporated the following source data.
Personal consumption expenditures: Retail sales for lune

(revised). Quarterly services survey for the second quarter

(new).

fixed

place data for May and June (revised).

Nonresidential investment: Construction put-in-

Residential fixed investment: Construction put in place
for May and June (revised).

Change in private inventories: Manufacturers’ and trade

inventories for June (revised).

Exports and imports of goods and services: International
transactions accounts data for the first and second quarters
(revised).

Government consumption expenditures and gross invest-
ment: State and local governmentconstruction put-in-place
data for May and June (revised).

GDP prices: Export and import prices for April through
June (revised), unit value index for petroleum imports for
June (revised), and prices of single-family houses under
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Corporate Profits

Table 3. Corporate Profits
[Seasonally adjusted]

Billions of dollars (annual rate) Percent change from

Change from preceding quarter

Level preceding quarter (quarterly rate)
2006 2005 2006 2005 2006
[ I \% I I moowv | I
Current production measures:
COrporate ProfitS........en 15918 -76.6 127.2 1756 227 -5.7 100 126 14
Domestic industries........eeee. 1,351.9 -114.8 154.3 145.8 89 -9.9 148 122 o7
Financial......oooovovvorsosns 4839 -77.2 947 514 417 -20.7 320 131 9.4
Nonfinancial...........on 881 375 596 945 -32.8 -48 80 117 -3.6
Rest of the world... . 2399 382 -271 298 138 206-121 152 61
Receipts from the rest of the
LTI 402.0 166 166 157 257 51 48 44 68
Less: Payments to the rest of
the wWorld......ccoocovevvvien 1621 -21.7 437 -14.0 119 -152 363 -8.5 7.9
Less: Taxes on corporate income.. 4761 -13.9 457 323 192 -35 121 76 42
Equals: Profits after tax 1,115.7 -62.6 814 1432 36 -6.6 9.2 148 03
Net dividends 631.1 158 170 147 154 28 29 25 25
Undistributed profits from
current production... 4846 -78.4 644 1285 -11.8 -205 212 349 -2.4-
Net €ash FIOW ..ooovvvrecvsooerrs 13503 209 -68 1253 11 17 -05 102 Q1

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

Corporate profits from current production increased
$22.7 billion, or 1.4 percent at a quarterly rate, after

increasing $175.6 billion, or 12.6 percent.

Profits of financial corporations increased 9.4 percent
after increasing 13.1 percent.
decreased 3.6

Profits of nonfinancial corporations

percent after increasing 11.7 percent.

Taxes on corporate income increased 4.2 percent after
increasing 7.6 percent.
A fter-tax profits

increased 0.3 percent, following a

14.8-percent increase.

Undistributed corporate profits (a measure of net sav-
ing that equals after-tax profits less dividends) de-

creased 2.4 percent, following a 34.9-percent increase.

Net cash flow from current production (a profits-re-
lated measure of internally generated funds available
for investment) increased 0.1 percent after increasing

10.2 percent.

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
importantcomponent in key measures ofincome.

BEA’s measure of corporate profits aims to capture the
income earned by corporations from current production
that

in a manner 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 in
three steps.

First, BEA measures profits before taxes to reflect corpo-
income

rate regardless of any redistributions of income

through taxes. This measure is partly based on tax return

Digitized for FRASER
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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 that values inventories at current cost.

Third, to remove the effects of tax accounting on depre-
BEA adds a capital
(CCAdj). CCAdj is defined as the difference between con-

sumption of fixed capital (the decline in the value of the

ciation, consumption adjustment

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) Percent change from

preceding quarter

Change from (quarterly rate)

Level .
preceding quarter

2006 2005 2006 2005 2006

I 1} \% | I 11 \% I

Industry profits:

Profits With IVA..........c.come 17526 -42.5 1142 1586 349 -2.9 79 102

Domestic industries.. 15127 -80.7 1413 1288 21 6.2 116 95
Financial . 5082 -743 959 506 443 -19.0 302 122
Nonfinancial................... 10045 -6.4 453 783 -232 -0.7 50 82
Utilities 468 -85 159 14 71 275 714 37

Manufacturing.............. 2899 -33 -1.8 418 -108 -1.3 -0.7 161

93 -80 118 13 .9 -78 125 11
22 86 132 61 -18 80 113 -47

Wholesale trade

Retail trade
Transportation and
warehousing........ 86 11 41 83 113 53 -17.8 434

Information..... 859 -21 58 62 -39 26 75 74

Other nonfinancial.... 3239 58 45 255 -16.2 19 14 81
Rest of the World................ 2399 382 -2/.1 208 138 206 -121 b2
Addenda:
Profits before tax (without IVA

and CCAd)).c.vrrervrnen 18115 -32.5 1225 1423 709 -2.2 83 89
Profits after tax (without IVA

and CCAdj) .. 13354 -186 768 1100 517 1.7 70 94

-9.9 -83 163 -36.0
-341 130 170 -12.2

20
14

9.5
-2.3
17.7

-3.6

-8.3
-1.4

41.4
-4.4
-4.7

41

4.0

Note. Levels of these and other profits series are shown in NIPA tables 1.12,1.14,1.15, and6.16D.
IVA Inventory valuation adjustment CCAdj Capital consumption adjustment

Industry profits with inventory valuation adjustment
increased $34.9 billion, or 2.0 percent at a quarterly
rate. This increase is larger than the increase in profits
from current production because it excludes the capi-
tal consumption adjustment, which fell $12.2 billion,

in the second quarter.

Profits of domestic financial industries decelerated,

increasing $44.3 billion, or 9.5 percent.

Profits of utilities industries accelerated, increasing
$7.1 billion, or 17.7 percent.

Profits of manufacturing industries turned down, de-

creasing $10.8 billion, or 3.6 percent.

Profits of wholesale trade industries turned down, de-

creasing $8.9 billion, or 8.3 percent.

Profits of transportation and warehousing industries

accelerated, increasing $11.3 billion, or 41.4 percent.

Profits from the rest of the world decelerated, increas-

ing $13.8 billion, or 6.1 percent.

Chart2.Corporate Profits With Inventory Valuation Adjustment: Change From the Preceding Quarter, 2006:Il

Billions of dollars
50

-25

Total Domestic Utilities Manufacturing  Wholesale

financial

Transportationl Information Other2  ~Rest of world

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 profits are corporate profits by industry with
inventory valuation adjustment (IVA). The IVA removes
the effect of prices on inventories. The IVA is 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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Industry

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>.


http://www.bea.gov/bea/%e2%80%a8mp_national.htm
http://www.bea.gov/bea/%e2%80%a8mp_national.htm
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Newly Available NIPA Tables

As part of the 2006 annual revision of the national
income and product accounts (NIPAs), this report
presents NIPA tables 3.18B, 3.19, 8.1-8.6, and new
NIPA tables 3.20 and 3.21.

The August 2006 Surver includes most of the
revised NIPA tables. It also includes an article that
summarizes the results of the annual revision and
describes changes in the data and methods used to
prepare the estimates.

The September issue presented newly available NIPA
tables 3.15.1-3.15.6, 3.16, 3.17, 5.9, 7.15, and 7.19.
NIPA tables 2.9 and 7.20 are scheduled to be published in
the November 2006 Survey.

The NIPA tables that were published in the August
and September issues and in this issue are available
on BEAs Web site. For interactive access, go to
<www.bea.gov/bea/dn/nipaweb/index.asp>.

Errata for NIPA table 7.19. The estimates of the “mis-
reporting adjustment included in personal income” (line
21) and of the “AGI gap less misreporting adjustment”
(line 22) for 2003 and 2004 that were published in the
September Survey have been corrected. The corrected
estimates of the misreporting adjustment are $425.4 bil-
lion for 2003 and $458.4 billion for 2004, and the cor-
rected estimates of the AGI gap are $602.3 billion for
2003 and $629.8 billion for 2004.
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Table 3.18B. Relation of Federal Government Current Receipts and Expenditures in the National Income and Product
Accounts to the Budget, Fiscal Years and Quarters
[Billions of dollars; quarterly totals not seasonally adjusted)
’ ‘[ ‘ ‘[ ‘[ Quarterly totals not seasonally adjusted
T T
Line| 2002 | 2003 ; 2004 / 2005 ’ 2002 2003 2004 ‘ 2005
[ : e T o T T v U T e T T T T w [w
| | I | | B! _
Current receipts [ [ ( ] [
Budget 1]1,853.21,782.5 /1,880.3 21539 412.6|522.5|451.8 | 427.4)| 397.8|527.7| 429.6| 440.8| 409.8|550.1|479.7 | 487.2| 451.7 |665.0/ 550.0| 530.2
Less Coverage differences 2| 397 34 97( 1086, 96, 86| 88 92| 88| 92 95| 102| 104 9.1 100; 107 102 99
Geographic ! 3 35 3.6 38 41 10| 10| 08 0.8 1.0 10 08 0.8 101 1.t} 08 0.9 11 1.2 09 09
Contributions received by Federal employee | ’
t plans 2 4 4.6 4.6 46 450 111 12 12 12 11 12 12 1.1[ 12 11 12 1.1 11 10 1.2 1.1
Capna! transfers received 3 5| 263| 217| 247| 245 63| 72| 63| 55! 54| 57] 51| 57 57| 65| 67| 57, 60| 65 63| 6.1
Financial transactions [ 0.0 0.0 00 00| 00 00 00 0.0{ 0.0 0.0’ 0.0 0.0 00 00/ 00 0.0 00! 00 0.0 0.0
Other ¢ i7 5.2 54 6.3 69| 13| 13 13 120 12| 14 1.7 1.6 15 18| 17 14 17] 19 1.8 18
Less: Netting and grossing differences ............cooowwemmeeer 8| -770| -85.1| -884, -70.7(-18.5|-20.0|-19.1 —19.6! -21.8|-22.7| -21.1| -21.1} -232|-233|-208! -217| -245|-24.7: 02! -235
Supplementary medical insurance premiums 9| -260| -284| -321| -382| -66| -6.6| 66| -67| -72| -72\ -73| -73| -82f -82| -84 -85| -99| -99( -100| -102
Interest receipts 10| -111} -112, -92 -89|-28| -25| -28| -28| -26| -28| -29| -29| -22| -19| -22| -21| -24|-22; -22| -17
Currenlsurplus of government enterpnses 1 1.1] -25| -02 53] -0.3; -03) 35| -13| -15| -15 1.8 —1,2] -11] -1.0] 34 0.3 03| 03 44| -01
Other * 12| -41.1| 430 -469| -289| -87|-106|-132| -88) -10.5|-11.1| -126| -9.8) -11.6|-122|-133| -11.4| -12.6-130 81| -115
Plus: Timing differences 13| -256| 321 271 140| 155,-146 02 -05| 44.3|-209 9.2 08| 449(-238y 51, -18| 544|-288| -98 24
Taxes on corporate iNCOME .........u.vmmnrivermnenees 14] -240( 362/ 255 11.3| 50 -55 19 24¢ 293| 941 139 31 267]-133] 9.1 ’ 0.5 34.3|-185] -49 36
Federal and State unemployment insurance taxes | 15 10| -05 0.0 04| 114| 81| 14| -1.0] 137 97| -35| -10] 165|-11.8| 37| -12| 17.2{-129| -27| -13
Withheld personal income tax and social security ' i
contributions 18| -1.1} -25 24 25 21| -01| 19| -26 01 -20 2.0’ =20 0.9{ 1.4 2.1/ -2.3 277 1.9 02| -16
Excise taxes ........ 171 -15) -12| -1.0| -04|-29: 10| -26 0.7 12| 02| -33} 07 0.7 -01] -24 12 02| 06| -24 15
Other 18 0.0 0.2 0.2 01} 00 01] -041 00| o1| 00 01} 0.0 0.0' 01 0.1} 0.0 00} 00 6ol 00
E : Federal Go current recelpts, national
‘income and product accounts .. .1 19]1,865.0 |1,864.4|1,956.4 |2,198.6 436.9/517.3 461.1| 437.9| 455.1|520.3 451.1} 453.4| 468.3|539.4 495.2} 498.0 | 520.6(650.2| 529.8| 546.2
Current expendltures
Budget outlays 20(2,011.02,160.12,293.0 (2,472.2 509.1 JSOG.Q 4934 536.0| 542.6)543.8| 537.8) 570.9| 580.9 575.7565.6 605.0! 627.01620.1| 620.0| 649.5
Less: Coverage differences 217 184| 26.0| 39. 432| 26.11 36(-11.2| -40| 320| -28| 08| -1.5 293| 134| -15} -2.0| 343| 45 -35 -74
Geographic ¢ 22| 11.6| 11.8] 123 129; 28| 29| 29| 30| 29! 31 300 30 30, 317 31 32 31j 33 33| 33
Federal employee retirement plan transactions 2 | 23| -33.7| -33.1| -335( -39.4( 139 -9.0|-128( -26.3| 130 -98| -99, -258| 132 -74|-135; -31.8| 125( -76| -125, 419
Interest received 241 -49.9| -49.0| -474| -504| -1.0|-238| -1.7| -227| -1.4|-234| -15| -221| -11|-221) -21| -225| -25(-229| -26| -245
Contributions received (employer) 25| -69.9; -76.8) -83.0] -91.9| -6.7| 69|-328} -26.5| 9.0) 96| -316] -27.7| -100| -9.7|-357 347} -10.9|-105; -357| -443
Benefits paid 26! 86.0| 924| 967| 1027|215 21.7| 21.7| 228| 234|231, 231| 239 242| 242| 243| 253 258( 2568| 257 267
Administrative €XpeNnSEeS ........v.vrcosmmmceenienne 27 0.1 0.2 0.2 02 00 00| 00 0.0 01: 041 0.1 0.1 01 01] o1 0.1 01¢ 04 0.1 0.1
Financing disbursements from credit programs 7 | 28{ -15.7{ -~7.2 42 57 -39: -39, -39] -18] -18)-18; -18 11 11 11 11 14 14] 14 14| -1.0
Other differences in funds covered ©.................. 29 46 8.7 3.8 65( 10| 12] 12 16| 11} 16| 45 186 18| 18] -15] 14 157 18 7] 20
Net investment 30| -14 2.3 5.7 98(-23| -01] 197 -03| -16| 1.1 31 0.7 06 11| 33} 24 01| 18 55| 33
Capital transfers paid .. 317 44.1| 454| 464| 477|101 108 125 11.3] 83| 18] 142! 114 94! 105 1511 114 99)121| 143, 124
Financial transactions .. 32 677 ~21 0.8 08] 44| 16,-133} 86| 109 -83| -132| 6.6 01| 35 -95, 103| 56; 1.8 -168| 146
Loan disbursements less loan repayments and
sales 33 122 1.6 5.4 18; 54| 78| -71 32 96t 02 -114 07 25] 73| -52 04 7.7 51f -113 38
Deposit insurance ... . 34 0.6 0.9 0.2 05| 08, 00| 07| -03 13| -04 03 0.1 00 01} 041 00 08{ 01| -05 0.0
Net purchases offorepgncurrency 35 0.0 0.0 0.0 00! 00] 00| 00 0.0 00| 00 00 0.0 00| 00/ 00 0.0 00| 00 0.0 0.0
Other 36| -6.1{ -45| -48| -15|-18| -62| -54| 58| 00| -81| -21 58| -24 -39 43| 99| -29|-34; -50| 109
Net purchases of nonproduced assets. 37 0.3 0.1 01| 07| 01| 00| 02 01} -07| 02 09| -02 00| 02| 04| -02 011 01| -04 00
Outer Continental Sheff.. 38 00({ -02 0.0 00| 00| -01! 01 00/ -07{-03| 08] -02 00| 02, 04] -02] 00]-02 04 00
Land and other ™ 39 0.3 03 01 -07| 017 01| 01 01 00| 041 0.1 0.0 00, 00] 00} -01 01| 00 -08 0.0
Other ® 40 0.0 0.0 0.0 00( 00| 00| 00| 00| 00f 00| 00| 00 00| 00| 00| 00; 00] 00 00| 00
Less: Netting and grossing differences ... | 41| =77.0 -851% -88.4| -70.7(-18.5(~20.0|-19.1| -19.6| -21.8(-22.7| -21.1} -21.1| -23.2{-23.3({-208! -21.7| -24.5(-247 02} 235
Supplementary medical i insurance prem|ums ....... 421 -26.0( -284| -321| -382| -66| 66| 66| -67; -72|-72y -73| -73} -82| -82| -84| -85| -99;-99| -100| -102
Interest receipt 43 -11.17 -11.21 -92) -89 -28| -25| -28, -28| -26| -28| -29| -29| -22| -1.9| 22| -21| -24|-22; -22| -17
Current surplus of government enterprises........... | 44 11| -25| 02 53| -0.3| -03| 35 -13| -1.5|-15 18| -12f -1.1] -1.0] 31 03 03| 03 44 01
Other ®. 45| —411| -430| —469| -289) -8.7|-106:-132| -88| -105|-11.1| -126| -9.8| -11.6|-122|-133| -11.4| -126|-13.0 81) -115
Plus: Timing differences 46 67| -1.6 51 166 62; 13| -86, -60] 84 17! -57; -54| 104] 42| -41] -46] 83| 22 107 -166
Purchases (increase in payables net of advances) | 47| -16| -24 00| -39| 1.0 02| 04| -43| 34|-07| -08| -49 30( 13| 06| -59 48| 01| -27! -81
Interest payments 48| -10| -21 -1.0| -05]-01] 15| -33 0.3 01| 06| -32| -01 09| 141 -33 2.2 10 05 -41| -08
Currenttransferpayments .................................... 49 0.7 1.8 47 41| 48] 03| -06| -46 52 01 1.0 =27 69| -03/ 08] -27 27 02| -40 1.1
Other » 50| -48 1.2 14! 250] 05| 00 -51 26| -04| 16| -27 24| -06) 1.8 -22 18] -02| 20 214| -88
Equals: Federal Government current expenditures,
national income and prod 51|2,064.9(2,217.6|2,346.9 12,516.3 |507.7 [524.7 | 515.2 | 553.6| 540.7(570.9| 552.4; 588.1| 585.1(589.9|583.8( 624.2| 625.5(632.6 634.1| 663.8
Net Federal Government saving
Budget surplus or deficn( ) (1-20).... 52|-167.8)| -377.6 | -412.7 | -318.3 |-96.5| 15.6|-41.7 | -108.6 {-144.7 \-16.0 | -108.2 |-130.1| ~171.1 | -25.6 | -85.9 |-117.8 [-175.3| 44.9| -70.1|-119.2
Plus: Netir (30 53] -14 2.3 5.7 98! -23| -01 19, -03| -186| 141 31 0.7 06| 1.1) 33 24 01 1.8 5.5 33
Less: Net capital transfers received (5-31) .| 54| -178| -237{ -21.8 -231| -38| 36| 62| -58( -28| 6.0 -91| -57( -37| 40| -84 -57, -39, -56, -79| -83
Federal employee retirement plans (4-23). 55! 383| 377| 381 439|-12.8( 101} 139; 275| -11.8| 11.0| 11.1| 27.0| -121; 86| 147} 329| -114| 86 137| 430
Other coverage differences (3+6+7-22-28-29-32- } J J
37-40) 56 13| 24| -11.0| -141{ -21| 05| 150! -94{ -102; 80| 91| -98f -34| 67 89| -138 —8.9/ 5.0 136 161
Timing differences (46-13).............c.corromermmniissiinees 57| 188} -337| -219 26} -9.31 159 —8AJ -5.5| -359| 226| -149| -62| -345| 28.0| -92| -28| —46.1, 31.0| 204 -189
Equals: Federal Government saving, national income ’
and product ts (19-51 58‘—199.9[—353.2 -390.5]-317.7 J-70.8‘ =74 -54.1 1-115.7 -85.6 |-50.6 | -101.3 -134.6 -116.8 | -50.4 | -88.6 [-126.1 |-104.9| 17.6| -104.3|-117.6

1. Consists [argely of contributions for social insurance by residents of U.S. teritories and Puerto Rico.

2. These transactions are included in the NIPA personal sector. Beginning with October 2002, the transactions include
the Uniformed Services Retiree Health Care Fund.

3. Consists of estate and gift taxes.

4. Beginning with 1996, consists largely of Universal Service Fund receipts; prior to 1996 consisted largely of U.S.
Treasury receipts from sales of foreign currencies to Government agencies.

5. Includes proprietary receipts that are netted against outlays in the budget and that are classified as receipts in the
NiPAs. Also includes some transactions that are not reflected in the budget data but that are added to both receipts and
expenditures in the NIPAs.

6. Consists largely of social benefits, subsidies, and grants-in-aid to residents of U.S. territories and Puerto Rico.

7. Consists of transactions (not included in the budget totals) that record all cash flows arising from post-1991 direct
loan obligations and loan guarantee commitments. Many of these flows are for new loans or loan repayments; conse-
quently, related entries are included in “Loan disbursements less loan repayments and sales.”

8. Consists largely of agencies or accounts such as the Postal Service and the Federal Financing Bank that were not
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included in the budget in some time periods, and begmmng with 1996, the Universal Service Fund.

9. Net investment is gross investment less consumption of fixed capital for government enterprises and general
government.

10. Consists of investment grants to State and local governments and maritime construction subsidies. Does not
include the forgiveness of debts owed by foreign governments to the U.S. Government or payments to the Uniformed
Services Retiree Health Care Fund to amortize unfunded liability; both are classified as capttal transfers paid by the
United States and are excluded from both budget outlays and NIPA current expenditures.

11. Consists of net sales of land other than the Outer Continental Shelf and, beginning with 1995, includes the auction
of the radio spectrum.

12. Consists largely of net expenditures of fareign currencies.

13. Primarily includes timing on subsidies and government enterprises.

Note. Through 1976, fiscal year estimates reflect a July 1-June 30 Federal fiscal year. Beginning with 1977, fiscal
year estimates reftect an October 1-September 30 Federal fiscal year. NIPA quarterly and fiscal year estimates in this
table are consistent with the not seasonally adjusted estimates in table 8.3.
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Table 3.19. Relation of State and Local Government Current Receipts and Expenditures in the National Income and Product Accounts to

Census Bureau Government Finances Data, Fiscal Years
[Billions of dollars]

Line 2002 2003 2004 2005
Current receipts

Census total 1 1,807.6 2,0514
Less: Coverage differences 2 615 2155
State and local employee retirement plan t tions ! 3 -29.3 116.1
Contributions 2 4 432 474

Interest received ° 5 485 579

Dividends received * 6 18.3 148

Capttal gains net of losses * 7 -139.4 -4.0
Unemployment insurance fund contributions and earnings ° 8 271 353

Certain grant programs 9 15.7 16.3

Capital transfers received © 10 514 605

Financial transactions * 1" 34 36

Sale of land 12 1.6 1.3

Certain dividends 13 -14 -14

Current surplus of Indian tribal government enterprises 14 0.8 -1.0

Imputed interest received and net insurance settlements 15 -6.3 -5.2

Less: Netting and grossing differences 16 364.6 387.3
Current expenditures of government enterprises 7 17 181.0 190.6
Government sales includg d in Census total revenue * 18 1825 195.8
Insurance claims included in Census total revenue 19 19 17

Employer contributions to own social insurance funds. 20 08 0.8

Plus: Timing and other differences °....... 21 0.1 -15.8
Corporate profits taxes timing differences ° 22 1.1 27

Other timing differences and other ° 23 ~-1.0 -185

Equals: State and local government current receipts, national income and product t 24 1,3816 1,432.8 1,583.01..
Current expenditures
Census total expenditures 25 2,048.7 2,172.2 2,265 | ..
Less: Coverage differences 26 2727 290.5 280.4
State and focal employee retirement plan t tions 0............ 27 98.8 108.7 103.4
Employer contributions to awn retirement plans ...... 28 -23.1 -26.6
Benefits paid 29 1142 127.6
Administrative expenses 30 78 7.7
Unemployment insurance fund benefits paid 5 31 422 51.5
Netir it 1 32 133.1 132.0
Services provided without payment by domestic securities brokers 33 -1.0 -0.9
Purchases of land 34 128 127
Indian tribal government expenditures 35 6.8 -8.3
Imputed banking and insurance service: 36 6.3 -5.2
Other 37 0.0 0.0
Less: Netting and grossing differences 38 364.6 387.3
Current expenditures of government enterprises 7 39 181.0 190.6
Government sales included in Census fotal 8 40 1825 1958
Insurance claims included in Census total revenue 41 19 1.7
Employer contributions to own social insurance funds. 42 -0.8 08
Plus: Timing and Oer QIIErENCES & ........iiueriri e ririneessrtsste s ssssaassas st ass s e s b b8 bR AR RS SRR b R80T s 00 43 -74 -114

Equals: State and local government current expenditures, national income and product accounts 44 1,404.0 1,483.0
Net state and local government saving
Census total revenue less Census total expenditures (1-25) 45 2411 -120.7
Plus: Netir 1t (32) 46 1334 1320
Less: Net capital transfers received {10) 47 51.4 50.5
State and local employee retirement plans {3-27) 48 -128.1 74
Other coverage differences (8+9+11+412+13+14+15-31-33-34-35-36-37) 49 -14 -09
Timing and other differences (43-21) 50 74 44
Equals: State and local government net saving, national income and product ts (24-44) 51 =225 ~50.1

1. Contributions received, interest received, and dividends received are included in the NIPA personal
sector. Capital gains net of losses are excluded from the NIPAS.

2. Consists of employer and employee contributions, except employer contributions to their own employee
retirement plans.

3. Prior to 1968, dividends received is included in interest received (line 5).

4. Prior to 1985, capitaf gains (net of losses) of state and local employes retirement plans is included in line

5. Unemployment insurance is recorded as a Federal program in the NIPAs.

6. Consists of estate and gift taxes and Federal investment grants.

7. Excludes current expenditures of Indian tribal government enterprises.

8. In the NIPAs, final expenditure components of GDP are recorded net of sales or receipts; all current-
account sales by generat government are therefore deducted in the calculation of NIPA current expenditures.
However, most sales by general government are included in Census total revenue; a reconciliation item for
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these sales is therefore required for both receipts and expenditures. The amount of the reconciliation item is
less than the sales shown in table 3.10.5 because Census total revenue does not mclude medical vendor
payments made by state and local gavernments to public institutions nmental
fransaction by Census) or the administrative expenses of state and lacal employee renremenl pIans (treated in
the NIPAs as sales by government to the personal sector).

9. Includes timing differences that arise from restating the Census Bureau data to a year ending June 30.
Census Bureau measures of state and local government revenue and expenditures (lines 1 and 25) primarily
represent a fiscal year ending June 30, but some governments use other fiscal years. The NIPA measures
shawn in this table are for the fiscal year ending June 30 and are consistent with the not seasonally adjusted
estimates in table 8.4.

10. These transactions are included in the NiPA personal sector.

11. Net investment is gross investment less consumption of fixed capital for government enterprises and
general government.
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Table 3.20. State Government Current Receipts and Expenditures

[Billions of dollars)

Line 2002 2003 2004
Current receipts.......... 1 938.4 990.2 1,066.1
Current tax receipt 2 536.1 562.6 611.3

Personal current taxes 3 198.5 202.2 2214
Income taxes 4 183.7 186.2 2047
Other. 5 14.8 16.0 16.8

Taxes on production and imports 6 308.6 328.6 351.1
Sales taxes 7 267.3 281.8 299.9
Property taxes 8 76 9.3 8.0
Other. 9 338 375 432

Taxes on corporate income 10 29.0 318 387

Contributions for government social insurance 11 15.8 19.8 242
Income receipts on assets 12 424 416 423

Interest receipts 13 36.7 349 34.9

Dividends 14 2.0 2.2 24

Rents and royalties 15 37 45 49

Current transfer receipts ... 16 3343 356.2 3777

Federal grants-in-aid 17 280.6 301.9 3217

Local government grants-in-aid 18 155 16.2 16.6

From business {net) 19 16.3 15.6 15.6

From persons 20 21.9 225 27

Current surplus of government enterprises 21 9.9 10.2 106
Current expenditures 22 1,029.3 1,069.0 1,130.2
Consumption expenditures 23 326.2 328.3 339.1
Current transfer payments. 24 659.2 697.0 745.1
Government social benefit payments to persons .... 25 306.6 325.7 354.3
Grants-in-aid to local governments ....... 26 352.6 3714 390.8
Interest payments. 27 322 324 33.9
Subsidies 28 1.7 113 121
Less: Wage accruals less disbursements ..... 29 0.0 00 0.0
Net state government saving 30 -90.9 -78.8 -64.1
Social insurance funds 31 1.7 38 7.5
Other 32 926 -826 -716
Addenda:

Total receipts 33 967.1 1,017.5 1,093.1
Current receipts 34 938.4 990.2 1,066.1
Capital transfer receipts 35 28.7 27.3 27.0

Total expenditures 36 1,074.7 1,113.4 1,174.7
Current expenditures 37 1,029.3 1,069.0 1,130.2
Gross government investment 38 89.3 89.6 928
Net purchases of nonproduced assets 39 3.1 33 33
Less: Consumption of fixed Capital..............cvcrericvnnerermmniscnsmmsensecsseeosesrenes 40 46.9 48.6 51.6

Net lending or net borrowing (-) 41 -107.6 -95.8 -81.7

Norte. State receipts plus local receipts and state expenditures plus local
expenditures do not sum to the consolidated state and local government
account totals because grants-in-aid from states to local governments and from
locat to state governments are netted in the consolidated account totals. In

government enterprises.

addition, the receipt category “surplus of government enterprises” and the

expenditure category “subsidies” do not sum to the consolidated account totals
because the level of government making subsidy payments accounts for them
as subsidies while recipient governments account for them as surpluses of
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Table 3.21. Local Government Current Receipts and Expenditures

[Billions of dollars]

October 2006

Line| 2002 2003 2004 ‘l 2005
Current receipts 1 851.9 903.8 946.8 ‘ 998.9
CUITENE 18X TECRIPLS 1.voonviemmrvirtresserenerisisicemesestssnnssrssass s eses e s sessssscssessessssesssness 2 3929 416.9 4485 479.1
Personal current taxes 3 22.8 24.5 27.0 { 29.2
Income taxes 4 171 18.3 20.4 223
(0,111 TR 5 5.7 6.2 6.6} 6.9
Taxes on production and IMPOrS ..........covveverer v 6 366.9 388.9 418, \ 4441
Sales taxes. b R e bRt 7 62.8 65.9 70.4 75.0
PrOPEHY tAXES ... .ovvvcvirersrreestssss s csas et et anres s 8 ) 7 .
(0111 ORI 9

Taxes on corporate income..

Contributions for government social insurance

Income receipts on assets.......

Interest receipts
Dividends

Rents and royalties

Current transfer receipts..............

Federal grants-in-aid

State government grants-in-aid

From business (net)

16.4

From persons..... 20 256 .
Current surplus of government enterprise: 21 4.6 1.6
Current expenditures. 22 795.2 845.4
Consumption expenditures.. 23 699.2 745.5
Current transfer payments 24 409 435
Government social benefit payments to persons...........oooccoercrevenes 25 25.4 27.3
Grants-in-aid to state governments........ 26 15.5 16.2
INterest PAYMENIS ..........oovvveeier e 27 53.8 56.3
SUDSIIBS .....ovecevvesecrreon et esenes | 28 1.3 1.1
Less: Wage accruals less disbursements...............ccovevrrivneererneicnccnmscrneeeincrniarnens 29 0.0 0.0
Net local government saving 30 56.7 58.5
Social insurance funds 3 1 S IR
Other....... 32 56.7 58.5
Addenda:

Total recelpts........ 33 875.3 928.1 971.8( 1,024.5
Current receipts 34 851.9 903.8 946.8 998.9
Capital transfer receipts ....... 35 234 24.2 249 25.6

Total expenditures 36 893.8 946.3 995.4 1,055.8
Current expenditures................ 37 7952 8454 895.6 \ 956.2
Gross government investment ........... 38 166.8 1726 177.2 188.5
Net purchases of nonproduced assets 39 75 75 7.7 8.0
Less: Consumption of fixed capital .............cccermmevrrvirnienns 40 75.8 79.2 85.1 ‘ 95.8

Net lending or net borrowing (-) 4 -18.5 ~18.3 =236 =314

Nore. State receipts plus local receipts and state expenditures plus local
expenditures do not sum to the consolidated state and local government
account totals because grants-in-aid from states to local governments and from
local to state governments are netted in the consolidated account totals. In
addition, the receipt category “surplus of government enterprises” and the

expenditure category “subsidies” do not sum to the consolidated account totals
because the level of government making subsidy payments accounts for them
as subsidies while recipient governments account for them as surpluses of
government enterprises.



October 2006 SurvEY OF CURRENT BUSINESS 11
Table 8.1. Gross Domestic Product, Not Seasonally Adjusted
[Billions of dollars; quarterly fotals not seasonally adjusted}
Line 2002 2003 2004 2005
I ] [l v | Il n v | [] ] v | Il 1] v
Gross d tic product 1] 2,518.0! 2,592.2| 2,665.1| 2,706.4| 2,614.8| 2,699.7| 2,787.8| 2,858.5| 2,796.7| 2,892.4| 2,969.9 3,053.5| 2,963.6| 3,088.2| 3,172.1| 3,262.0
Personal consumption expenditures........................ 21 1,759.6| 1,826.0| 1,843.2| 1,921.9| 1,838.6| 1,909.4| 1,936.3| 2,019.4| 1,961.7| 2,037.2| 2,056.0| 2,156.7| 2,073.0| 2,162.2| 2,206.1| 2,301.0
Durable goods 3] 211.8| 2305] 2347 2469| 2088 2382 2409| 2548{ 2244| 2476| 2474| 2668 231.7| 263.3| 265.1| 2729
Nondurable goods 4| 4775| 5164| 5169| 5688 5048 539.2| 5496| 5966 5399 5804| 5842 6407 571.2] 6202| 6450| 7029
Services 5] 1,070.3| 1,079.1| 1,091.5] 1,106.2] 1,125.0| 1,132.0| 1,145.7] 1,168.0| 1,197.3| 1,209.2} 1,224.3| 1,249.2| 1,270.1| 1,278.7| 1,296.0| 1,326.2
Gross private domestic investment................ccooeee. 6| 3815 391.6| 4161 392.9| 394.8| 4015 4384| 4202 4367 468.0f 496.8| 4865 489.1 495.3| 5343 5386
Fixed ir 7| 3689 4032| 4023 395.8| 3732| 4145| 4316| 4305 4107| 4623| 4797 4780| 4545, 5132| 5339, 5345
Nonresidential 8 260.1 2733| 2662| 266.7] 25265 271.3| 2743 2791 269.4, 288.0] 2935| 3045{ 2950| 3188 321.1 330.8
Structures 9 68.0 711 709 69.2 63.4 70.7 725 707 676 75.0 79.0 79.2 771 84.1 86.6 90.8
Equipment and SORWAIE. ............uu.useesmssrvonmenenes 101 192.1] 2022| 1953} 1975 189.2] 2007 201.9! 2084| 2017 2130 2145 2253] 217.9] 234.6| 2345, 2400
Residential 11| 1088| 120.9! 1362 129.1{ 1206| 143.1| 157.3| 1514| 1413 1743| 186.2| 1735] 1594 1945| 2128 2037
Change in Private INVENONES ..........cc.ewucermemvreeessssnes 12 126| -11.6 137 -29 21.7| -129 68| -1.3 26.0 5.7 174 85 347 -179 0.4 41
Net exports of goods and services....................... 13]  —78.7| -104.9| -1203; -120.5] -110.8| -1269] -1348, -1269| -122.1| -153.3| -167.9{ -169.9| -1522| -174.7| -194.2] -1955
Exports 14( 2416) 2536( 2536| 2571 2497| 2539| 2586| 2786\ 2821 2929| 2837| 3094| 3095| 3262| 3260 3415
Goods 15 1681 178.8] 1729| 177.7| 1751 180.1 175.2 194.0 196.7| 206.1 201.4| 2146| 2152 2304| 2230 2390
Services 16 736 748 80.6 794 74.6 73.8 83.4 84.6 85.4 86.8 922 949 94.3 95.9 103.0f 1025
Imports 17| 3203| 3585| 3739 3776 3605 380.8] 3933 4055| 4042 446.2| 4616 4794| 4617/ 501.0] 5202] 537.0
Goods 18| 2651 297.7| 3100| 3166 3019 3176 3250| 3394 3373} 3711 3832 4036| 387.2] 4188| 4362, 456.8
Services 19 55.2 60.8 63.9 61.0 58.6 63.2 68.4 66.1 66.9 754 78.4 757 745 821 84.1 80.2
Government consumption expenditures and gross
investment 20 453.5| 4794 516.1 5121 4922\ 5156 547.9 5367 5204] 5405| 5851 580.3| 5536/ 5754| 6259/ 6179
Federal 21 150.3| 160.1 184.1 1852| 168.3| 1821 2047 201.3| 1895 191.4| 2235] 2216 201.6] 2037 2389{ 2342
National def 22 988/ 101.8| 1104| 1261 109.6] 1209| 127.1| 139.8{ 1271, 1286| 1404| 1551, 1355 1377 152.3| 1638
Nondefense .. 23 51.5 58.3 73.6 59.1 58.8 61.2 777 61.6 62.3 62.8 83.1 66.5 66.1 66.0 86.6 70.4
State and focal 24| 3032({ 3183 3321 326.9| 3238, 3336, 3432! 3354] 331.0] 3491 361.6, 3587) 352.0| 371.7] 3870 3837
Addendum:
Gross national Product ............cccccceeevcreeressersans 25| 2,523.4| 2,595.91 2,661.7| 2,719.2 2,624.6| 2,713.9| 2,800.5| 2,878.6} 2,814.1| 2,9029! 2,980.3| 3,061.5 L 2,971.9| 3,085.7| 3,184.1) 3,266.0
Table 8.2. Personal Consumption Expenditures by Major Type of Product, Not Seasonally Adjusted
[Billions of dollars; quarterly totals not seasonally adjusted)
Line 2002 2003 2004 2005
| ] 1] v | ] it v | [] 1] v | [] 1] v
Personal consumption expenditures ................ 1] 1,759.6| 1,826.0; 1,843.2) 1,821.9| 1,838.6| 1,909.4| 1,936.3| 2,019.4| 1,961.7| 2,037.2| 2,056.0| 2,156.7| 2,073.0| 2,162.2| 2,206.1| 2,301.0
Durable goods 2| 211.8| 2305| 234.7| 246.9| 208.8| 238.2| 2409 2548 224.4| 247.6( 247.4| 2668 231.7| 2633 265.1 2729
Motor vehicles and parts 3; 1001 110.9 1154 1029 97.3| 1161 115.2 103.2] 101.5) 1162] 1143 105.8| 1034| 1228] 1213 100.7
Furniture and household equipment . 4 739 76.8 776 94.8 729 778 81.3 99.5 80.4 84.1 86.5 105.5 838 89.0 923 1120
Other 5 379, 428 41.8 49.2 38.6 443 444 521 424 47.4{ 466 55.4 445 515 51.5 60.2
Nondurable goods 6| 4775 5164| 5169| 5688 504.8| 539.2| 549.6| 6966| 5399 5804 584.2! 640.7| 571.2| 620.2( 645.0, 7029
Food 7| 2358| 2522 253.1 260.7| 2429 261.9| 266.5| 2747| 2606; 278.9| 2826 2927| 2744| 299.0{ 3075 3206
Clothing and shoes 8 65.0 72.3 ny 94.6 64.2 738 75.3 97.6 69.2 76.9 777 101.4 75 798 82.3 108.2
Gasoline, fuel oil, and other energy goods............... 9 39.0 45.9 46.1 47.8 528 51.1 536 521 56.5 63.9 625 66.0 64.8 728 835 81.0
Gasoline and oil 10 345 433 436 432 46.8 48.0 505 473 50.3 60.4 59.1 60.6 57.7 68.6 79.5 744
Fuel oit and coal 1 45 26 25 45 6.0 31 30 48 6.2 34 34 5. 7. 42 40 6.6
Other 12] 137.7| 146.0| 1460| 165.7| 1448| 1525| 1542| 1723! 1536| 1607, 1615 1806| 160.5| 168.6; 171.7| 1932
Services 13] 1,070.3| 1,079.1] 1,091.5| 1,106.2| 1,125.0] 1,132.0] 1,145.7| 1,168.0] 1,197.3| 1,200.2| 1,224.3| 1,249.2| 1,270.1) 1,278.7| 1,296.0{ 1,325.2
Housing 14| 277.3), 280.3| 2826! 2B829| 2853 288.3| 2928 2955! 3009| 307.5| 3129| 3148; 319.3| 3247 329.3| 3307
Household operation...........ccuurensmmenssrninnes 18] 1055 96.1 1011 10491 1131 1004 1050 1109| 1194{ 1043| 1091 117.2] 1248 1100 117.5| 1306
lectricity and gas 16 420 327 371 407 48.1 352 394 446 525 36.4 40.0 476 54.9 394 46.4 59.1
Other household operation............ucrvecsne 17 835 63.4 64.0 64.3 65.0 65.2 65.6 66.3 66.9 67.9 69.1 69.6 69.9 706 71.2 715
Transportation 18 72.0 72.8 71.8 71.9 73.0 74.3 75.0 75.0 75.6 774 77.4 777 784 80.3 80.8 81.0
Medical care 19| 2926| 2981| 304.2| 3112} 317.3| 3227| 3272 333.3| 339.9! 3459 351.7| 3582| 3652 3703 3759 3820
Recreation 20 72.8 74.3 76.2 75.7 771 78.7 81.2 80.8 83.3 84.9 87.0 86.4 88.5 89.7 91.8 90.7
Other 21 250.01 257.5| 2556| 259.6) 259.3] 267.8| 264.6| 2725] 278.2| 289.6f 286.3| 2949, 2938| 303.8| 300.7| 3101
Addenda:
Energy goods and SErvices ' ... 22 81.0 786 832 88.4 100.9 86.3 93.0 96.7| 109.0 100.2 102.5 1136 1197 112.3| 1299 1401
Personal consumption expenditures excluding food
and energy 23| 1,442.8| 1,495.2] 1,506.8] 1572.8) 14947 1561.3| 1,576.7| 1,648.1] 1,592.0| 1,658.0] 1,670.9; 1,750.4| 1,679.0| 1,751.0 1,768.8; 1,840.3

1. Consists of gasoline, fuel cil, and other energy goods and of electricity and gas.
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Table 8.3. Federal Government Current Receipts and Expenditures, Not Seasonally Adjusted
[Biflions of dollars; quarterly totals not seasonally adjusted]

Line 2002 2003 2004 2005
| 1 n v I I i i v [ il i v ! i 1l v

Current receipts 1| 4369| 517.3| 461.1| 437.9| 4551 520.3| 451.1] 4534 468.3| 5394 4952 498.0( 5206 6502 529.8| 546.2
Current tax receipts 2| 2258| 304.1) 2835 2622 2377y 2987; 267.4| 267.1| 2405| 3083 3030 2984 277.6] 4018, 3459( 3408
Personal current taxes 3| 1709{ 2429! 2194 197.2| 1681} 2251 1912\ 190.0{ 1617 2203, 2153| 2042| 1761 2914} 2373] 2230
Taxes on production and imports 4 208 216 225 22.3 22.0 22.1 226 229 227 232 243 244 237 254 26.1 259
Taxes on corporate income ... 5 323 378 397 40.7 457 489 516 51.6 537 62.6 61.4 66.8 75.0 828 787 88.9
Taxes from the rest of the world. 6 1.7 1.8 18 2.0 18 26 1.9 26 24 22 20 31 28 23 2.8 3.0
Contributions for government social insurance.. 7{ 2005 201.6| 167.2| 1649| 2049| 2081| 1720 1739; 2146| 2179 1815/ 1880, 230.3| 2355/ 1961 1935
Income receipts on assets 8 42 49 77 34 48 55 77 49 5.2 5.2 7.0 47 58 58 75 38
Current transfer receipt: 9 . . . 6.0 6.3 6.5 58 6.4 6.8 6.9 6.8 7.2 7.2 73| -153 7.9
Current surplus of government enterprises 10 0.3 0.3 -35 1.3 1.5 1.5 -1.8 1.2 1.1 1.0 -3.1 -03 -0.3 -0.3 —4.4 0.1
Current expenditures . 11| 507.7| 5247, 5152 553.6) 540.7! 6709, 5524| 588.1| 5851| 5899 583.8| 6242 6255/ 6326/ 6341| 6638
Consumption expenditures 12 1305 138.0 159.9 163.2 147.5 158.4 178.9 1779 165.9 166.9 196.6 195.2 177.2 177.3| 2084 2057

Current transfer payments.
Government social bene
To persons 15 24011 2262

To the rest of the world
Other current transfer payments
Grants-in-gid to state and local governments
To the rest of the world (net)

Interest payments | 20| 4s5| 03| 469| 64| 20| 647 415 48| 413 659 447, 690 461 743 23| 605
Top and business 21 25.7 50.9 279 47.9 239 46.9| 28 454 21.5 44.0 218 451 20.6 475 23.0 49.2
To the rest of the World .............eveecvcenrnnrermeccrsennnens 22 19.8 19.4 19.0 18.5 18.1 178 187 19.3 198 219 229 238 255 274 293 313

Subsidi 23 10.8 77 9.1 10.0 10.3 14.0 1.9 11.6 10.6 10.6 10.7 124 13.2 13.7 14.3 15.7

Less: Wage accruals less disbursements.. . 24 0.0 0.0 0.0 00 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net Federal Government saving ... 25| -708 -74| -541| -1157| -856| -50.6| -101.3, -134.6, -1168{ -504. 886, -126.1; -104.9 17.6| -1043, -117.6
Addenda:
Gross government investment... 26 19.8 221 24.1 22.0 208 237 258 234 236 24.5 269 26.4 24.5 26.4 30.5 285
Consumption of fixed capital . |27 222 222 222 224 224 226 227 227 230 235 238 241 244 248 249 25.2
Table 8.4. State and Local Government Current Receipts and Expenditures, Not Seasonally Adjusted
[Billions of doilars; quarterly totals not seasonally adjusted]
Line 2002 2003 2004
[ 1 n [\ [ 1 T n v [ I n v
Current receipts 1] 3465| 3583 3208 3845  360.8( 3667 3525, 414.2] 390.7! 3957 365.0| 4412

Current tax i 2| 2300{ 2340| 2059 2591 2382; 2339 227.3; 280.0| 2594 2588; 2392| 3035
Personal current faxes 3 54.0 63.0 50.7 53.7 535 617 54.9 56.5 58.1 70.7 58.8 60.7
Taxes on production and imports 4] 1692| 1629 1467| 1967 1767 1635 1631, 2142| 191.8] 1771 1695/ 231.0
Taxes on corporate income ....... 5 6.9 8.0 85 8.8 8.0 87 9.3 9.4 94 11 10.8 11.8

Contributions for government social insurance.. 6 37 39 40 4.1 45 48 5.1 54 5.8 6.0 62 6.3

Income receipts on assets 7 206 19.8 19.1 18.7 18.5 18.2 18.1 18.1 18.0 18.2 184 18.6

Current transfer reCeIpts..............cucuerireccrecmsinnereceesneans 8 909 1006 911 1021 896] 109.8; 1022} 1111 1081) 1135) 1024| 1140
Federal grants-in-aid 9 733 783 726 80.3 79.1 88.9 81.0 895 86.1 91.1 80.9 91.0
From business (net) 10 6.1 10.5 6.5 96 8.2 8.3 84 8.6 8.8 9.0 7.8 9.1
From persons 11 1.5 11.8 12.0 12.2 124 12.5 127 13.0 13.2 134 13.7 138

Current surplus of government enterprises..... o 12 1.3 0.1 07 05 0.1 0.0 -0.2 -0.4 -0.6 -0.9 -1.1 -1.2

Current expenditures .. 131 3526| 3591 3631, 3695 373.1| 377.3) 380.3| 3839/ 390.7| 401.7| 4020 4110

Gonsumption expenditures..... 14| 2504| 2548 2584 261.7; 266.3{ 266.7( 2691 2717 276.0) 2802 2841, 290.0

Government social benefit payments to persons.......... | 15 80.1 825 82.8 86.6 85.2 88.7 89.5 89.6 92.1 98.5 9.7 97.7

Interest payments 16 216 215 215 214 216 218 22,0 223 226 228 231 233

Subsidies 17 0.5 0.1 04 -0.1 0.0 0.1 0.2 0.2 0.1 0.1 0.1 0.1

Less: Wage accruals less disbursements........cccc.v.nn. 18 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net state and local government saving............ 19 -6.1 -08| -423 15.0( -t23| -106]| -27.9 30.3 0.0 -60 -37.0 30.2

Addenda:

Gross government invests 20 52.8 64.5 73.7 65.2 575 66.9 741 637 §5.0 68.8 775 68.7 58.4 735 82.6 72.8
Consumption of fixed capital ............c.c..cc.oveeveecenrrnn 21 301 30.5 309 312 315 318 3241 324 328 336 346 35.7 36.2 37.0 415 386
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Table 8.5. Foreign Transactions in the National Income and Product Accounts, Not Seasonally Adjusted
[Billions of doliars; quarterly totals not seasonally adjusted]
Line 2002 2003 2004 2005
| [] I \% | Il ] \% [ it il v ! it | v

Current receipts from the rest of the world ...... 1 3155| 331.3| 3329 3319 3285| 3357 3426| 3707 375.7| 393.7| 3969| 4219 427.2| 449.7| 457.2% 4823

Exports of goods and Services.............ccervivvonns 2] 2416 2536 2536 257.1 249.7) 253.9| 2586| 2786| 2821 292,9| 2937 3094 309.5{ 3262{ 3260 3415

Goods ' 3| 168.1| 1788| 1729 177.7| 1751| 1801} 1752| 194.0( 1967| 206.1| 201.4! 2146 2152| 2304| 2230; 2390

Services ' 4 736 748 806 79.4 746 738 834, 846/ 854 868 922 94.9 943/ 9591 1030| 1025

Income receipts 5 73.9 77.6 793 74.8 768.8 81.9 84.0 921 93.6( 100.8) 1033 1125; 117.7( 1235, 1313 1409

Current payments to the rest of the world .. 6| 4060 446.7| 4611 456.0| 447.5| 465.0| 4819 4955 503.3| 5567 571.3] 606.1 598.8| 639.5| 649.7| 6999

imports of goods and services 7| 3203, 3585| 3739| 37767 360.5| 380.8| 393.3| 4055 4042 4462 461.6| 4794| 461.7| 501.0| 520.2| 537.0

Goods 8] 2651 297.7| 310.0| 316.6| 301.9| 317.6] 3250| 3394 3373| 371 3832, 4036 387.2| 4188| 4362 4568

Services ! 9/ 552 608 639 61.0{ 586| 632 684 66.1 669 751 784 75.7 745 821 84.1 80.2

Income payments 10 66.5 73.9 727 62.0 69.0 67.6 7.3 720 76.3 90.3 928| 1045 1094 1159 1193 1369
Current taxes and transfer payments to the rest of

the world {net) 1 19.1 144 14.6 16.4 18.0 16,6 17.2 18.0 228 20.1 16.9 22.2 27.6 22,6 10.3 26.1

From persons (net) 12 10.4 9.4 10.2 10.0 104 9.7 9.8 104 10.9 10.3 13 104 13.0 109 1.8 1.4

From government {net)..........ccoecveevvcsvinnnriionnnenn | 13 58 23 2.0 4.1 49 43 45 39 6.6 37 4.0 4.8 73 48 6.2 78

From business (net) 14 29 26 2.4 24 27 25 3.0 37 53 6.1 1.6 70 7.3 6.9 -7. 6.8

Balance on current account, NIPAs. 15| -90.5| -1155| -128.2| -1241| -119.0| -129.2' -139.3| -124.8| -127.6| -163.0| -174.4| -1841| -171.6| -189.8 1 -1925| -217.5

1. Exports and imports of certain goods, primarily military equipment purchased and sold by the Federa! Government, are included in services. Beginning with 1986, repairs and alterations of equipment are reclassified from goods to services.

Table 8.6. Corporate Profits With Inventory Valuation Adjustment, Not Seasonally Adjusted

[Billions of dollars; quarterly totals not seasonally adjusted]

Line 2002 2003 2004 2005
L | 1 H [\ | i ] 17 | W 1 i \Y ‘ | I n v
Corporate profits with inventory valuation

adjustment 11 1709 1889| 1959 2104| 197.9| 2239 2369 2359| 2467 2783 277.6| 301.9| 3407 3764 370.8| 398.2
Profits before tax 21 167.2| 189.3! 2008 211.0| 2064 2224| 234.8| 2445 2578 291.6| 2876 3073} 350.1| 3824| 3771 4091
Taxes on corporate INCOME ........c.ewerrevrrusirerssrrsrenenes 3 416 483 50.7 52.0 56.2 59.9 63.4 63.8 66.0 76.9 75.3 81.8 9208|1011 97.5; 1087
Profits after tax 4 125.7 141.0 150.1 159.0 150.2 162.4 1714 180.7 191.7| 21477 2124} 2255| 2581 281.3| 2796 3004
Inventory valuation adjustment..........cccccormrrecenerrivveranns 5 37 -03 ~-5.0 -0.6 -85 15 21 -86| -11.0y -133| ~100 -54 -95 ~5.9 -62 -108

— i
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Real Inventories, Sales, and Inventory-Sales Ratios

for Manufacturing and

THE quarterly estimates that are presented in this report
incorporate the results of the recent annual revision of
the national income and product accounts. The monthly
estimates for January 2006 to April 2006 have also been
revised; the estimates for May and June are new, and the
estimates for July are preliminary.

Tables IB, 2B, 3B, and 4B present chain-weighted esti-
mates. Table 1B presents inventories, and table 2B pre-
sents 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

Trade, 2002:1V-2006:1I

in demand; these ratios supplement the quarterly cur-
rent-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 manu-
facturing inventories by stage of fabrication.

The estimates for 1967 forward are available in inter-
active tables on BEA's Web site at <www.bea.gov>. Click
on “Gross Domestic Product,” and under “Supplemental
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
[Bilions of chained (2000) dollars]

2002 l 2003 2004 2005 2006 \ 2006
Vo] el v [ e ow [ R I 1 gan. | Feb. [March | Apri | May | June [ Jduy+
| —
Manufacturing and trade [ | l
industries ... 1,168.4 11,174.2:11,171.1 {1,172.2|1,176.0 |1,183.9 /1,195.4 [1,202.9 {1,214.6 |1,226.5 | 1,224.7 \1,222.3 1,232.4 (1,240.51,250.3 11,234.9 (1,234.3 | 1,240.5 | 1,242.4 | 1,246.8 | 1,250.3 [ 1,252.0
Manufacturing.. 447.0| 446.4| 442.7| 4385 437.5) 437.0| 438.0| 436.6| 437.1| 440.9| 437.7: 434.6| 434.7| 436.6| 4394 437.3 434.6 4366 4385  438.6| 4394 439.3
Durable goods .. 270.7| 2696, 2656| 262.2| 264.2| 263.1| 263.4| 263.2; 264.0| 266.8| 265.3| 265.5| 265.2) 2651 266.6| 265.7| 263.8] 2651, 266.6| 266.6] 266.6| 267.0
Wood products . 10.1 101 99 97 998! 104) 105} 108| 107| 115 115) 114 115 11.0) 11.3] 12| 112] 110} 11 12 1.3 1.2
Nonmetallic mineral product 99| 101 102| 101 9.6 95 9.5 9.5 9.6 9.6 96] 95 9.4 9.4 95 94 94 9.4 95 95 95 9.6
Primary metals ..........coccoe 19.7| 195| 186| 17.8; 17.3| 178 178 17.8| 184} 194| 193| 188| 183| 183 183| 183| 184| 183| 183| 184 183 183
Fabricated metal products.. 323) 336] 327; 319, 315| 308 303! 305/ 306; 307 305 ’ 301 29.8) 209 299, 300 299 299 299, 298 299, 297
Machinery.......coveeriueinsane 352] 340: 333 328( 333! 332! 331 33.0) 330 332 334 341 338 342 3441 340) 339 342| 343| 344! 341 33.9
Computer and electronic
products. 57.0| 563 553 556| 584| 583 597: 601! 61.0] 601, 595 603 614| 626] 633 624 612| 626 634, 633 633 638
Electrical equip 5 |
appliances, and
COMPONENtS..........cceorvveen 134 132 130| 128] 129] 126] 127| 129| 127! 127 127] 128| 128| 128] 127| 129| 128| 128| 128| 126| 127 127
Transportation equipment..... 686| 674 673| 665 663| 658 656 64.6| 64.0{ 656 648 645 650| 640 650 645 638 640/ 646 647 650 653
Furniture and related I ’
Products.......c...cmrerivenens 79 8.1 8.1 7.8 7.7 75 7.7 77 7.8 17 77 7.8 78 79 78 78 7.8 7.9 78 7.8 7.8 7.8
Miscellaneous manufacturing | 16.6| 17.1 \ 17.0) 171} 1758 174 171] 169| 169{ 165| 165 167 163| 16.0[ 159 163| 162 160, 16| 16.0|/ 159 16.1
Nondurabie goods 1763, 176.8, 1769 176.1| 173.3; 173.8| 1744 173.3| 173.0( 174.1| 172.3| 169.4| 169.8| 171.5| 1729| 171.6) 170.8| 171.5| 171.9, 172.1] 1729 1724
Eood products. 342( 342| 339| 337 332| 331 326| 325| 324| 320) 322| 323| 321 322| 322| 323 323| 322, 322 31| 322 321
everage and
products. 124 121 122 121 20| 120| 120: 122} 1.8 119 118 117, 123} 122| 119| 123| 122| 122| 122| 120/ 119 119
Textile mills 5. 58 5.9 5.8 5.7 56 5.5 5.4 5.3 5.1 5.0 4.9 4.8 4.8 47 48 4.8 48 47 4.7 4.7 47
Textile product mills 34 35 35 35 36 34 33 3.3 32 3.2 3.2 3.1 3.2 3.1 31 3.1 3.1 3.1 31 31 3.1 31
Apparel............ . 71 74 74 7.3 72 6.8 6.7 6.8 6.8 6.9 6.9 6.9 6.8 8.7 6.5 6.7 6.7 8.7 6.6 8.6 6.5 65
Leather and allied products 14 1.3 12 1.2 1.3 1.3 1.2 1.2 1.3 1.3 1.1 06 1.3 ‘ 1.2 1.2 1.3 1.2 1.2 1.2 1.2 1.2 12
Paper products ........ccceceenns 175( 172} 17.2| 17.0| 167 163| 163| 164| 166! 167/ 167 162 159| 160 158( 158 159| 160| 16.0| 16.0| 158| 157
Printing and refated support i
activities.........c....oovverrrcerns 6.7 67 6.5 6.5 6.4 6.3 6.3 64 63 6.2 6.1 6.0 58 5.7 58 5.8 58 5.7 5.8 5.8 58 58
Petroleum and coal products 158| 160| 162 164| 159 166; 171 165 16.3| 174| 168, 169| 166| 17.2] 184! 168 169| 17.2( 17.8| 181 184| 183
Chemical products.............. | 540| 545| 544 546 534 543| 550 540 547: 543( 539| 523 527/ 535/ 534| 538] 531 535 531| 531| 534| 531
Plastics and rubber products | 182| 183| 186 182| 180| 180| 181 184; 182 185| 184| 180, 178 181| 183| 182 182 181| 183] 183 183| 184
Merchant wholesale trade 3005| 301.0| 299.2{ 299.7| 301.8) 303.8| 306.8| 314.0| 319.4| 323,7] 326.0| 331.0| 3347 337.9| 342.9; 334.4) 337.1] 337.9| 340.7| 341.9| 342.9| 3439
Durable goods..... 180.07 1787\ 177.2| 180.1| 183.0| 186.9| 1929 1961, 199.2| 202.6| 2044| 2091, 210.8| 215.0| 209.4| 210.4| 210.8| 2136| 2144| 2150| 216.0
Nondurable goods .. 1208| 120.3| 1222\ 121.5| 120.7| 120.0) 1214| 1234| 1247| 1257| 126.8; 126.1| 127.5| 1285| 125.5| 127.2| 1275| 127.7| 128.0{ 1285| 1285
Retail trade............. .| 420.6| 4265 4289 433.7| 436.4| 4429 450.6| 452.4| 458.4| 462.2| 459.3| 457.0| 463.6| 466.8| 466.8 463.8] 463.4| 466.8; 463.8| 467.0| 468.8( 469.7
Motor vehicle and parts dealers | 1438| 1486 1525| 154.6| 156.5| 160.6| 164.8| 164.0] 164.0, 165.2| 159.7| 156.4| 161.3] 162.7) 163.0| 160.7| 160.6| 162.7| 160.1| 161.9| 163.0| 1637
Furniture and home furnishings
and electronics and |
appliance stores ................ | 27.6] 27.6| 280 284 292| 28.8| 304| 311 323! 321; 331| 329| 335 340 343| 338| 339| 340! 341 341| 343| 343
Building material and garden \
equipment and supplies i
stores. 415 418 416 427| 426| 431 438( 439| 448| 453| 454) 462| 469 471| 473| 4701 465| 47.1| 472| 472| 41.3| 476
Food and beverage stores ........ | 326| 327| 322 326| 317| 31.7{ 320 322| 321 320f 321| 317] 321| 323] 326| 321| 322| 323 324| 325/ 326]{ 326
Clothing and clothing
aCCessories Stores......r..... 331| 337, 332| 333 335] 338| 346, 349 357 369 372/ 372 372 3J79| 35| 370 374, 379 381| 384 385 384
General merchandise stores ... | 64.8| 64.6| 645 651 656 667 675 67.9| 698 71.1| 715| 722| 725 713 72| 721| 76| 7.3 705 711 71.2| 718
Other retall stores............conn... 774| 779 77.2L 776| 7841 78.0/ 786| 794 806, 805 810 808 809 821 82'7l 817/ 817 81| 819 | 824 827! 821

p Preliminary

Norte. Estimates in this table are based on the North American Industry Classification System (NAICS).
Chained (2000) dollar inventory serigs are calculated to ensure that the chained (2000) dollar change in inventories for
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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}]

T
2002 2003 2004 2005 2006 2006
v | 1 ] v | I 1] v | I n v | Il | Jdan. | Feb. |March| April | May | June TJuly 4
Manufacturing and trade industries .......... | 847.6 | 843.0| 847.0{ 864.0 869.0| 876.6| 884.6 | 893.7| 901.2| 907.5( 915.1| 920.9| 928.4 945.9| 947.5| 947.0| 942.9| 947.7 | 944.4| 951.9 9463, 949.6
Manufacturing 326.3| 322.2| 320.1| 324.8| 325.8| 326.3| 329.1| 331.4| 332.4| 334.0| 334.4| 334.6| 336.4| 340.0| 338.7; 342.2 | 337.9| 340.0; 336.6| 342.1] 337.4| 337.0
Durable goods ) \ 196.6 | 196.4| 196.5 | 196.5| 196.7 | 193.6| 198.2| 197.3| 194.5
Wood products ... 76| 74| 73| 75| 75| 73, 76t 76, 78| 75 78| 76, 78| 7. 72 79| 79} 76| 72 72| 73} 7
Nonmetallic mineral products. 71y 72| 74| 76, 74| 73| 76| 76| 77| 77| 79| 79/ 80| 81| 7v9| 81y 82| 81| 79/ 80| 80| 79
Primary metals.......cc........... 115 1131 1120 1120 115 119 1210 125 122| 121| 120| 121} 122| 123 123| 124 121 124 120 125 124} 124
Fabricated metal products... .| 207 204| 199| 198| 199 197 199! 200, 199| 199| 201| 20.0| 204; 209, 21.0| 209| 209 208( 208 21.0( 21.0; 206
Machinery 20.7] 20| 20.2| 200| 202| 204| 21.2] 218| 222 223| 223{ 227| 235| 239| 243| 243| 235| 238| 242| 243} 244| 249
Computer and electronic products ...............| 35.8] 356{ 350 355 369! 364| 37.0| 382| 395| 409| 416| 426| 442 463| 460 452| 476| 461 453| 465 462| 468
Electrical equipment, appliances, and
components.... 87| 84 84: 83, 85/ 82] 83| 84! 83 84; 84| 86; 86| 87 87, 87| 86, 87, 87 88 86| 86
Transportation equip 51.2| 51.8| 51.4| 528| 533| 542| 523| 512 511 51.0| 51.6| 518 54.3| 525| 527| 524} 521 53.1{ 51.2| 538| 530, 498
Furniture and related product 56| 56| 56/ 59, 58 58 59| 59/ 59 60/ 62, 62 63 64/ 64 64 64 63 65 64 64 63
Miscellaneous manufacturing. 10.2| 10.2| 10.4) 10.3{ 104| 102{ 101| 101} 106, 108} 109, 109} 109 111} 113, 112 MO0} 111 111} 112, 115 117
Nondurable goods 147.2] 144.1| 143.5| 145.7| 144.6| 145.0| 147.0| 148.1| 147.8| 148.0| 147.0| 145.5| 142.3| 144.6| 143.5| 146.6 | 142.7 | 144.4} 143.9| 145.0| 141.6| 143.5
Food products ... 367 355 353| 358] 347} 341| 340, 358| 367, 363| 363 365| 365 36.7| 366, 36.7| 368 367 68| 367 361| 363
Beverage and tobacco products. .| 80l 83| 86| 86, 86/ 87/ 89| 89| 87 83| 88| 88f 88| 88/ 90 89| 87 88| 87 92| 91 80
Textile mills 36, 36| 35| 35| 35| 34| 33| 33| 32{ 31y 30| 27| 27| 27 26, 27| 27| 27| 26| 26| 26| 27
Textile product mills ... .| 28] 26| 25| 25| 27| 28| 27| 27| 27{ 27| 27| 27| 27y 27| 27 27| 27| 2y, 27| 27| 27| 27
Apparel 45| 41| 38| 37| 34| 32y 31| 30 31| 31| 31, 31| 33} 33| 34| 33| 33| 34| 34| 35 33} 33
Leather and allied products ..| 09/ 07| 06| 06| 06/ o06j 06| 06; 06 06/ 06/ 06] 05 06/ 06/ 06, 06| 06| 05 06| 06 08
Paper products ................... 13.1{ 131] 126 123[ 122 127( 127 127| 124] 127 127| 121 123] 126| 125! 128] 125] 125) 125 126] 124 124
Printing and related support activities 8.1 80| 78| 76y 77, 77| 79| 78| 78| 77| 75 73| 71 72| 737 72| 72 74 72| 73} 74| 74
Petroleum and coal products ..| 186| 169| 185, 185| 187 19.2] 198 193] 191 202| 196/ 187 172! 183 170| 190 174| 184| 17.4| 174| 163] 169
Chemical product 357| 36.2| 353| 374| 374 37.7| 386| 384) 381| 374! 372 374 363| 36.7| 374| 372 362; 37| 376 378( 37.0| 379
Plastics and rubber products.........c.cc.ocoucvnnens 1517 152} 149, 151} 149, 149 153| 153 152| 152| 152| 154| 154| 151, 153| 153( 151| 149| 150 153| 156, 154
Merchant wholesale trade....... 234.0| 232.2| 2337 237.5] 239.6] 243.1| 248.4| 249.7| 251.3| 252.8| 255.2| 257.2] 261.6| 265.9| 269.4} 263.9) 266.0| 267.9| 267.8 | 2703 270.3| 270.3
Durable goods 115.9| 115.7| 117.0| 119.3| 121.8| 125.1| 130.7| 130.9] 132.9| 1335 135.7| 138.0| 142.1| 144.1| 1453| 1440| 143.9; 1444 1439| 146.3| 145.7| 1456
Nondurable goods ............ccrrrvormrvimrrcrrierns 118.0| 116.3§ 116.6| 118.2| 117.9| 118.2| 1183 | 119.3| 119.0| 120.0| 120.3| 120.2| 120.8| 123.1| 125.3| 121.4| 123.3| 124.7| 125.0| 125.3 | 126.8| 125.8
Retail trade 287.5| 288.5| 293.5| 302.5| 304.9| 308.7| 308.8| 314.6| 319.8| 322.8| 326.1| 331.8| 333.1| 343.8| 342.8| 345.0| 342.6| 343.7| 343.7| 343.0| 341.8| 3458
Motor vehicle and parts dealers...........c.......oov.. 741| 745| 757| 78.7| 79.0| 79.7| 78.1| 80.8| 821{ 81.0| 821| 828 789; 822 802| 836| 81.0| 81.8] 81 803] 783| 815
Furniture and home furnishings and electronics
and appliance SOres.........cecueneiineineeens 1941 19.4| 205 21.8f 226] 232| 239| 248| 253 260 266 276 282 297, 302| 302 29.4] 295 299 303| 305[ 307
Building material and garden equipment and
supplies stores ... .1 268, 269| 278| 288| 29.0, 293 30.1| 304| 31.0| 31.3| 323| 325 337| 361 352| 361| 358 364| 354, 32| 349 351
Food and b 9 39.4| 396| 39.5) 399! 396| 399 399( 40.2| 406 409| 411 414 417 4191 423 41.7| 421 41.9| 421 423| 424| 425
Glothing and clothing accessories stores.......... | 16.1| 16.1| 165| 17.1| 173 17.8] 17.6) 179 182| 186; 191} 19.2| 197| 20.1| 201 202 202| 20| 200 20.1| 202| 206
General merchandise stores .. 41.0] 41.7| 425| 441 443] 454 455] 4621 470, 479| 488] 495/ 505, 516| 520, 516/ 51.7) 516/ 519} 520! 522| 525
Other refail stores 707| 715, 729| 741| 744, 748| 758| 77.0| 786| 798| 80.7| 821| 843| 851| 84.0| 845| 844 846| 852 855| 854

p Preliminary value of the corresponding series, divided by 100. Because the formula for the chain-type quantity indexes uses weights of
Nore. Estimates in this table are based on the North American Industry Classification System (NAICS). more than one period, the corresponding chained-doliar estimates are usually not additive.
Chained (2000) dollar sales are calculated as the product of the chain-type quantity index and the 2000 current-dollar
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Table 3B. Real Inventory-Sales Ratios for Manufacturing and Trade, Seasonally Adjusted
[Ratio, based on chained (2000) dollars]

2002 2003 1 2004 2005 ' 2006 | 2006
v | 1 l I\ TI n l l [\ | I n v | I \ Jan. | Feb. |March| April | May | June rJuly ’
Manufacturing and trade industries ...............c..cocc.. 1.38| 139 1.38| 1.36| 135, 1.35| 1.35| 1.35] 1.35| 1.35{ 1.34| 1.33] 1.33] 1.31] 1.32 ‘ 1.30] 1.31) 1.31] 1.32| 1.31] 1.32] 1.32
Manufacturi o | 1371139 1.38| 1.35| 1.34) 1.34| 133 1.32| 1,32 132 1.31) 1.30| 1.20| 1.28| 1.30) 1.28| 1.29| 1.28| 1.30| 1.28| 1.30; 1.30
Durable goods 1.51) 151, 151, 1.47) 1.46) 145 145) 1.44) 1.43) 143) 1.41) 140 1.36| 135 1.36) 1.35| 1.34| 1.35) 1.38| 1.35| 1.35| 1.37
Wood products 1.33| 137 1.35| 1.30| 1327 1.42| 1.39] 1.42| 142 1.53| 1.53| 150| 1.48] 1.41| 1.56| 141| 1.41| 144 153| 156 1.54| 1.59
Nonmetallic mineral proucts.............c.ccceovcrnsvissncnscncs | 1401 1401 1.39| 1.331 130 1.30| 1.25; 124| 1.25| 125| 122| 1.21| 117} 1.16] 1.201 1.46] 1.15] 1.16] 1.21| 1.19] 1.20| 1.21
Primary metals 1.72| 1.73| 1.66| 1.58| 1.50| 149/ 147| 1.43| 151 160| 1.62] 155 150| 1.49| 1.49| 1.48| 1.52| 1.48| 153| 148| 1.48] 147
Fabricated metal products ..i 1561 1651 164| 1.61| 158} 156 152} 152} 153, 154} 152) 1560| 147| 143 1.43\ 143 143] 143] 144) 1.42| 1.42) 144
Machinery 1.70| 169 1685( 1.64; 1.66) 1.63| 1.56] 1.51| 1.49| 149 150 150 1.43] 1.43| 140! 1.40| 1.44) 143] 142| 141} 140| 136
Computer and electronic products ... 159 158 1.58| 157 1.59| 160 1.61| 1.58| 154! 147| 143} 142| 1.39| 1.35{ 1.38] 1.38] 1.29| 1.36] 140| 1.36| 1.37| 1.36
Electrical equipment, appliances, an 153| 157 1.56| 153| 1.52| 1.53| 1.54| 154 153| 1.52]| 1.51] 1.48| 148| 1.48| 1.47| 147| 148| 147| 148| 144 1.48; 147
Transportation equipment 134 1301 131 1.26) 125] 121, 125] 1.26) 1.25) 129} 1.26{ 1.24| 120) 1.22] 1.23) 123) 1.23) 121) 126) 120| 1.23] 1.31
Furniture and related products . 1401 1.43| 1.43| 1.33] 1.32| 1.31| 130} 129| 1.30| 127] 1.24| 1.26] 123} 124} 1.22| 121] 1.22| 1.24] 121} 1.2t] 1.22| 1.24
Miscellaneous manufacturing... 1.63| 1.67| 168| 1.67| 1.68| 1.71) 169| 1.67| 159| 152| 161} 1563 1.50| 1.45] 1.41. 146| 1.47| 1.45] 1.44| 142) 1.39) 1.38
Nondurable goods . 120 1.23] 1.237 1.21] 1.20] 1.20| 1.19| 117 1.17| 1.18| 1.17| 1.16| 1.19| 1.19| 1.21| 1.17| 1.20| 1.19| 1.20| 1.19| 1.22| 1.20
Food products 093] 097} 096) 094 0.96] 097 0.96) 091| 0.88| 0.88; 0.89| 0.88| 0.88| 0.88] 0.88| 0.88| 0.88 | 0.88| 0.87| 0.87| 0.89| 0.89
Beverage and tobacco Products .................eeccenernrrinveceennt 155 1.46| 1.42| 1.40| 1.40| 139/ 135, 1.38| 135 1.43| 1.35) 1.33| 1.40| 139 1.32; 1.39] 1.41| 139 1.39| 1.31| 1.30| 1.32
Textile mills 157( 1.60{ 166 1.64| 1.60| 1.65 1.65| 1.65| 1.67| 1.65| 1.65| 1.77| 1.81| 1.80| 1.81| 1.79| 1.81| 1.80| 1.80| 179 1.81| 1.78
Textile product mills 1201 1.36] 1.39| 1.37) 1.31| 1.23| 123]| 1.22| 1.17| 119} 1.18] 1.14| 1.17| 1.14| 1.15| 1.15| 1.15] 1.15| 1.14| 112} 1.15] 1.16
Apparel 1581 178} 194, 1.99) 210) 216, 213| 224| 222 226) 2.25) 223] 205} 201 1.91] 206| 2.04; 1.96| 1.94| 1.90] 1.96] 1.97
Leather and allied products 153 1.72| 204} 215| 227| 226| 210| 1.99| 220: 2.11| 1.80| 1.1} 234| 2.10] 213} 2.30| 2.08| 209 2.14| 212 2.05| 2.00
Paper products 1.34( 131} 136] 1.38| 1.36| 1.29| 1.28| 1.30| 1.34| 131 1.32| 1.33| 1.29| 1.27| 1.27| 1.24| 1.27| 1.28| 1.27| 1.27| 1.28] 1.27
Printing and related support activities .. 0.83| 0.84| 0.83| 085 0.83] 0.82| 0.81| 0.82 0.82| 0.82| 0.82| 0.82| 0.81| 0.80| 0.79| 0.81| 0.80; 0.81| 0.80| 0.78| 0.78| 0.78
Petroleum and coal products ............... 0.85{ 095 087) 0.89| 0.85| 0.86| 0.86| 0.85| 0.86) 0.86| 0.86) 0.91| 0.97| 0.94) 1.08, 089| 097| 094! 1.02| 1.04] 1.13] 1.08
Chemical product . 151 151 154) 146| 143| 144| 1.43| 1.41| 143| 145| 1.45] 1.40] 1.45| 1.46| 1.43| 1.45| 1.47| 1.46| 1.41] 1.41] 1.44| 140
Plastics and rubber products 121) 1201 1.25] 120) 121, 1.21| 1.19] 1.20| 1.20| 121} 121 1.17( 1.16| 1.20| 1.20| 1.19| 1.20] 1.22| 122 1.20| 1.18] 1.20
Merchant wholesale trade . 1281 130 1.28) 1.26| 1.26| 1.25 1.24| 1.26| 1.27: 1.28| 1.29| 1.29| 1.28; 1.27| 1.27) 1.27| 1.27| 1.26| 1.27| 1.27| 1.27| 1.27
Durable goods 154 1.56) 1.53] 1.49) 148| 1.46) 143| 1.47| 148| 1.49| 149} 148] 147| 146| 1.48 1.45\ 146| 1.46| 1.48| 1.47| 1.48| 1.48
Nondurable goods ... 1.03 1.04; 1.03| 1.03) 1.03| 1,02 1.01| 1.02| 1.04| 1.04| 1.04| 1.06| 1.04| 1.04| 1.03| 1.03| 1.03| 1.02| 1.02| 1.02{ 1.02| 1.02
Retail trade 146/ 1.48| 146| 1.43| 1.43| 1.44| 146 1.44| 1.43| 1.43| 1.40( 1.38| 1.39] 1.36| 1.37| 1.34' 1.35] 1.36| 1.35| 1.36| 1.37| 1.36
Motor vehicle and parts dealers 1.94| 1.99| 2.02| 1.96| 1.98| 2.02; 211| 2.03| 200 2.04| 195 189 2.04| 1.98| 2.03| 1.92| 1.98| 1.99| 1.95| 2,02} 2.08| 2.01
Furniture and home furnishings and electronics and appliance ‘
stores 1.43] 142| 137| 1.31] 129 1.ZQJ 127) 1.25| 1.28| 124| 125| 1.19| 119  1.15) 1.13] 1.92] 1.15] 1.15] 1.14| 1.13| 1.12] 1.12
Building material and garden equipment and supplies stores... | 1.55( 1.55| 1.50| 1.48( 1.47| 147! 1.46] 1.44| 145 145| 1.41] 1.42| 139| 1.31| 1.34| 130] 1.30] 1.30] 1.34| 1.34| 1.35| 1.36
Food and beverage stores 083 083! 082 0.82| 080 079 0.80| 0.80; 0.79| 0.78| 0.78| 0.77| 0.77| 0.77| 0.77| 0.77| 0.77| 0.77| 077} 077| 0.77| Q.77
Clothing and clothing accessories stores . 206| 210 201) 1.95) 194! 1.90| 1.97| 1.95| 196| 1.98] 194, 1.94| 1.89] 1.88| 1.91| 1.84| 1.86| 1.89| 1.90| 1.91] 1.80| 1.86
General merchandise Stores .............. 1581 1.55| 1.62| 1.48| 148 147 148: 1.47| 148| 149| 146| 146| 144} 138} 1.37| 140! 1.39] 1.38| 1.36| 1.37| 1.37| 1.37
Other retail stores 109 1.10 1'08l 1.06] 1.05| 1.05| 1.05| 1.05] 1.05 1.02| 1.02| 1.00 0.99’ 097 0.97 0.971 097 0.97| 0.97| 097| 0.97| 096
p Preliminary

Note. 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) dollars]

2002 2003 2004 2005 2006 2006
v ! 1 m v ! ] W A% ] ] i % | Il | Jan. | Feb. |March Apriq May | June | July ?
Materials and supplies
Manufacturing 156.8 | 156.3 | 154.4| 151.8| 151.3 | 152.3 | 152.1| 152.2| 153.2 | 153.7| 152.8| 151.2| 151.3| 150.7 { 150.9 | 150.5 | 150.2| 150.7 | 150.9 | 151.7 { 150.9 | 150.7
Durable goods 93.2| 925) 91.0| 888 89.4| 89.9] 90.5| 90.7) 91.9| 922| 920 | 91.5| 91.0| 90.4| 904 90.1| 90.0 904| 908 90.8;, 904 90.5
Wood products 41| 42| 42| 40| 42| 43| 45| 46| 46, 49| 51| 52| 54| 511 52| 51 51| 51 50| 50 { 52| 5.0
Nonmetallic mineral products..........o....vereeeirrennnes 35| 35, 35{ 36| 34| 35; 35/ 35 35| 35 35| 34| 35| 35| 35! 34| 35| 35/ 35 35/ 35| 35
Primary metals 67, 67/ 62{ 59/ 57| 61/ 64, 64] 67/ 69] 70/ 68 63| 66, 65 64{ 65| 66| 65 66 J 65| 65
Fabricated metal products 15| 121} 11.8) 1157 11.3] 11.1) 108| 11| 12| 113} 11.2] 10| 11.0] 11| 113] 10| 11| 111 11.2] 112] 11.3] 112
Machinery.. 123} 120] 11.9| 15| 15| 13| 12| 112 13| 113] 115] 116} 11.4] 115} 11.4| 115} 11.4] 115 11.5| 11.6| 114 115
Computer and electronic products .............ccc........ 225| 21.8] 212] 20.6{ 214 218! 21.6] 21.2| 21.9] 21.3| 208) 21.2| 21.8| 21.7| 220{ 21.7| 212 21.7] 22.0| 21.9] 220, 222
Electrical equipment, appliances, and
components 55) 54| 54! 52| 52; 51| 51} 51| 52} 52| 52| 63| 52{ 52; 50| 53| 52f 52i 52 51| 50/ 50
Transportation equipment .| 17.8] 173} 172| 171| 172| 177} 18.0| 18.2| 182| 18.6| 185 18.0| 178| 172/ 171 170 17.0( 172 17.3] 173} 171 { 17.3
Furniture and related products 36, 36| 36, 35| 35{ 33| 35/ 35| 34| 33| 33, 33| 33| 32, 31 33] 34f 32y 32| 32, 31 31
Miscelianeous manufacturing..... ..| 589 58 58] 58 58/ 57, 58] 56/ 56| 55} 54| 54| 53| 53| 52 53| 63| 53| 53| 53] 52 J 52
Nondurable goods 63.5| 63.7| 634, 628| 619) 623 616, 615 61.3| 615 608) 598 60.3| 60.2| 604, 603 60.2| 60.2| 60.2| 609 60.4| 603
Food products 104| 105| 106| 104| 10.4| 104| 10.0| 100{ 104| 99| 10| 102; 99| 99( 98| 100 100| 99| 99| 98| 98| 99
Beverage and tobacco products.........c..ccccoooee. | 6.4 62 61| 61| 60{ 60| 59| 60| 59( 58/ 57, 56/ 54 53] 53/ 54! 564, 53! 53] 53| 53 53
Textile mills 18( 197 19| 19, 19 18, 18 18| 18| 17} 17| 16, 16| 16| 16, 16| 16| 16|/ 15| 15 16| 16
Textile product mills .......coomeeecvciiiiicnccrirrcnne | 130 1A A1 140 1] 1] 100 10 1.0] 1.0 1.0} 1.0] 1] 11| 1] Ay 1) 1A 1) 1)t 14
Apparel........ 20| 20| 20{ 19y 19| 18 19} 19| 19| 19| 18, 18/ 1.8 18 17 18] 18| 18, 18 18] 17| 18
Leather and allied products 04| 04| 04| 04, 04| 04| 04| 04| 04| 04| 03 02| 04| 03| 04 04 04| 03| 03/ 04| 04| 04
Paper products.................. 85, 83| 82, 81 80, 78| 80| 81, 80/ 81| 81} 79 78 78) 77, 77| 78] 78| 78| 78| 77| 75
Printing and related support activities 25| 25| 25| 25| 24| 24| 24| 24| 24| 23| 23| 21| 21| 21} 22| 21y 21| 24| 22} 21| 22| 22
Petroleum and coal products.......... 48| 48| 51/ 54, 52| 56| 54, 54| 53| 55 52| 54| 57| 58] 62| 55 56| 58] 60 65| 62| 60
Chemical products 18.4| 189 184 18.0| 174 17.5( 17.5] 171 17.0( 17.1; 17.1| 164 168 167; 162| 169, 167| 167 164| 163] 162] 16.5
Plastics and rubber products 72( 73| 72 72| 72 73| 74| 75| 75| 718 77, 75| 74| 715\ 77| 76| 76| 75| 75| 76, V7| V7
Work-in-process
Manufacturing 127.3| 128.3} 126.8| 1259 126.2| 126.1} 125.5| 122.5| 122.8| 123.7| 121.7| 121.9| 123.1| 123.8| 126.2| 124.7 | 122.5| 123.8| 125.5| 124.8| 126.2| 126.1
Durable goods 980 97.9| 966 957| 97.0] 959 955, 936/ 935! 942 936 943 955/ 96.0( 977 961 94.8' 96.0, 97.3| 974) 977 978
Wood products 20| 20| 19 20] 20| 21| 20 21, 21| 23} 22| 21, 21| 22| 22| 22| 22| 22| 22| 24| 22| 23
Nonmetallic mineral products w130 13) 13 12] 12} 12] 14 1) 1y 1) 1) 11 10y 1ol 14 10| 107 10| 11| 11} 11 1.1
Primary metals 63| 62| 58| 55{ 54| 56f 54| 55/ 55| 56/ 58| 56| 55/ 55| 55| 54| 55| 55{ 55 55 55| 54
Fabricated metal products.......ecccccomcriennnes | 944 93| 911 91| 91 88 86| 83| 84| 84| 84| 86| 84| 85| 86| 86| 85 85| 86/ 86| 86| 85
Machinery 11.5( 10.8{ 105( 109 11.0/ 108! 108| 107, 106] 10.7| 10.5) 10.6| 107] 11.0 11.0| 107 106] 11.0/ 11.0{ 11.0j 11.0| 109
Computer and electronic products ... | 19.7| 19.7| 19.5| 199 21.9| 221| 234| 23.7| 236| 235| 235| 238| 244| 25.1| 256| 254, 250 25.1| 255| 256 256 257
Electrical equipment, appliances, and
components 45| 44| 44| 44| 43| 43| 43( 43| 42| 42( 41| 42| 41| 42| 42; 42| 42| 42| 42| 42] 427 42
Transportation equipment 382| 383| 383| 37.7| 37.1| 358| 351 335| 333| 337| 332] 33.8| 349( 34.2| 353| 344| 336, 342| 349| 349| 353| 354
Furniture and related product; 15/ 16 16/ 15| 14, 15| 15| 14} 15/ 15| 15| 15} 15| 17| 17! 15| 15| 17| 17| 17} 17} 17
Miscellaneous manufacturing.... .| 381 42| 41} 37| 39, 40| 37| 37| 39| 38| 39| 38| 38| 36| 36| 37| 37| 36 37| 36 36{ 37
Nondurable goods 29.2| 30.3| 30| 30.2( 29.2| 30.1| 30.0| 289 29.2| 294 281 | 27.7| 27.7| 27.9| 287! 28.7| 27.8| 27.9| 283 27.6| 28.7| 284
Food products 47| 49| 48| 48| 46| 46| 46( 45| 46, 45 44! 43) 45; 447 44| 45] 44) 441 43 43| 44| 43
Beverage and tobacco products.........coeeeeen | 21 201 18| 200 20| 197 18] 19 17| 18| 19| 18} 24| 23| 22| 23| 23} 23| 23! 22| 22y 21
Textile mills 13} 13| 13] 13| 13} 13| 12! 12| 12} 12| 11| 14| 11; 14] 10 14| 11} 11} 11| 10 10| 1.0
Textile product mMills ... 07| 07| o7| 07 07| 07\ 07, 07{ 06/ 06/ 06 0O6{ 06 06 06 06, 06 06, 06; 06| 06/ 06
Apparel 14) 13| 13| 13| 13} 13| 13| 13| 12{ 12 12| 12 12} 12} 11} 12| 12] 127 12| 11} 1.1} 14
Leather and aliied products............o...cceneeenn | 02] 020 02] 027 02] 02; 02 02{ 02f 02y 01] 00| 02 02| 02 02y 02, 02| 02} 02 02| 02
Paper products 16| 16| 16| 16| 16, 15 16| 1§ 15/ 16 15| 15] 14| 14| 14 14| 14} 147 14| 14| 14} 14
Printing and related support activities 13] 14 12| 12} 120 11, 12 12| 11 110 11 11 1.0( 10| 09| 10| 10/ 10| 10/ 1.0{ 09| 09
Petroleum and coal products ..| 38| 39/ 36| 36( 35| 39/ 35 33; 35/ 38, 33| 34, 30/ 29, 34/ 34] 29| 29| 32| 29 34| 35
Chemical products. 10.0} 108 112} 11.4( 107| 116; 120y 1.0 114| 11.1| 109 107 105 11.0| 112 11.0] 109 11.0| 111 11| 11.2| 109
Plastics and rubber products...........cccccericecnns 21 21 21 2.1 20( 20| 20| 20| 20 20| 19| 19, 19} 19; 19| 19| 19| 18, 20, 20| t9| 20
Finished goods |
Manufacturing 162.9 161.8| 161.5| 160.8; 160.1) 158.7| 160.3| 161.9| 161.1{ 163.5| 163.1) 161.5] 160.4| 162.2| 1624 | 162.2| 161.9| 162.2| 162.2| 162.1| 162.4 | 162.6
Durable goods 794| 791| 781| 776( 779 77.2| 774| 789| 786| 80.3| 79.7| 79.7| 786, 788| 786| 79.6| 79.0) 78.8| 786  78.4| 78.6| 78.7
Wood products 40| 40| 38 38| 38| 40; 40| 41| 39| 43| 42} 41| 41| 38| 38/ 40/ 39| 38| 38 38| 38| 39
Nonmetallic mineral products..... .| 51| 62, 54| 53| 50 49| 48| 49| 50( 51/ 51| 50 49 49| 50/ 49| 49/ 49| 50; 504 50/ 50
Primary metals 66| 67| 66, 64| 62, 61, 60| 59| 62| 68 65| 64| 65| 62| 63| 65/ 63| 62| 63| 63| 63| 63
Fabricated metal products.............cc.oe.c..ccmmneviniecns 114] 122} 18] 11.3] 11.2| 109| 109] 11.1] 109| 11.0( 108| 105| 104 10.2] 10.0| 10.3| 102y 10.2( 10.1| 100, 10.0) 99
Machinery..... 114 112] 109| 104| 108} 111 1115 114 11| 11.2] N3] 119 17| 11.7( 11.7( 11.9 119 117 18] 118 1.7} 116
Computer and electronic products ...........ccc.... 148] 148| 145| 151| 151| 144] 147| 1562] 154| 154| 153| 15.3| 153| 159( 158} 154] 151 159! 16.1| 159| 158| 159
Electrical equipment, appliances, and
component! 34 34| 33| 32| 33| 32| 83| 85| 32| 33| 33 33, 34| 34 35| 34| 34| 34 34 33| 35 35
Transportation equipment .o 128 11.8] 1.8 11.7] 121} 122 124 129| 126| 133| 131, 127| 124} 126| 127| 131| 13.3| 12.6| 124} 125 127| 127
Furniture and refated products .. 28( 28| 28| 28} 27, 27 27| 27, 28| 28, 28/ 29, 29/ 30] 30} 29| 29| 30; 30| 29| 30, 30
Miscellaneous manufacturing.... 70| 71| 70| 76| 78, 78| 76, 76| 74| 72| 72 76| 72] 72| Vi, 73, 72} 72| 72} 71, 71| 73
Nondurable goods 835 827, 834| 831 822| 81.4/| 89| 83.0| 825 | 83.3| 834| 819 81.8) 834 837  826| 828 834| 835 836| 837 838
Food products [ 19.0( 18.8| 185| 185| 182| 18.1| 181 18.0| 17.7| 176| 17.7| 17.7| 17.7| 180| 179| 178 179/ 180( 180 18.0{ 179 179
Beverage and tobacco products..........cooevv.veinnns ‘ 39 40| 42| 40| 40| 41| 43 43| 41| 44) 42| 44 45| 46| 43| 45| 45| 46| 45| 45| 43, 44
Textile mills 26| 26( 27| 27/ 257 24| 24] 24) 24 22] 22) 21| 22) 21, 21| 22} 21} 21} 21| 21} 21| 21
Textile product mills ..o | 1.60 18] 171 170 170 16) 16| 16, 15| 16] 15| 15 15| 14; 15| 15 15 14| 14| 14| 15 15
Apparel 37| 40| 41 41, 39| 37| 36( 386 37, 39| 39| 39| 38, 37| 36} 37, 37} 37| 37| 36] 36| 36
Leather and allied products ...........c....umeeeririvninens 07( 06{ o06; 06{ 07/ 07y 06 06; 07/ 07, 06/ 05 07/ O06{ 06/ 07!/ 06/ 06, 06/ 06] 06!/ 06
Paper products 73| 73| 74| 73, 71, 70| 67{ 68| 70, 71| 71| 68| 67| 67| 67| 67| 67| 67| 67| 67y 67| 68
Printing and related support activities } 29| 28| 28] 28 28| 28] 28| 28, 28] 28, 27| 27| 27| 26| 27| 26{ 26| 26, 27| 27| 27| 27
Petroleum and coal products. 73| 737 75| 74| 72\ 72| 82| 77| 76| 81| 83/ 81 79t 85 87, 80 84/ 85 86, 88, 87' 88
Chemical products............. ] 255| 248| 249} 253| 253| 252 256| 259 262| 26.0| 269| 253| 254| 259| 260| 259 2565 259| 256| 257 26.0| 257
Plastics and rubber products. 89! 88| 92| 89| 88| 87 87 90| 87 86| 88| 86) 85| 87| 87| 87| 87| 87| 88/ 87| 87| 88
- S AN SR IR S i
p Preliminary 2000 equals the current-dolfar change in inventories for 2000 and that the average of the 1998 and 2000 end-of-year
Nore. Estimates in this table are based on the North American Industry Classification System (NAICS). chain-weighted and fixed-weighted inventaries are equal. Because the formula for the chain-type quantity indexes uses

Chained (2000) dollar inventory series are calculated to ensure that the chained (2000) dollar change in inventories for weights of more than one period, the corresponding chained-dollar estimates are usually not additive.
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Cross-Border Trade in 2005 and Sales Through Affiliates in 2004

By Jennifer Koncz, Michael Mann, and Erin Nephew

T HE Bureau of Economic Analysis (BEA) takes a
broad perspective in this presentation of U.S. in-
ternational sales and purchases of services, including
information on services that cross borders and are re-
corded in the international transactions accounts as
exports and imports and information on services that
are delivered through the channel of direct investment.
This perspective recognizes the importance of affiliates
that are located in—but owned outside of—the mar-
kets that they serve. Because a local commercial pres-
ence is often necessary to deliver services to foreign
customers, many companies choose to serve foreign
markets, in part or in whole, through their affiliates. In
2004 (the latest year for which data on sales through
affiliates are available), the majority of both U.S. inter-
national sales and purchases of services continued to
be through affiliates (table A and chart 1).1
In 2005, U.S. cross-border exports of private ser-
vices, at $360.5 billion, exceeded U.S. cross-border im-
ports of private services, at $280.6 billion, resulting in a
U.S. surplus on cross-border trade in private services
of $79.9 billion, up from $70.8 billion in 2004. In con-
trast to the large and growing U.S. deficit on interna-
tional trade in goods, which reached $782.7 billion in
2005, the United States has historically run surpluses
on trade in services. In 2004, U.S. sales of services to
foreign markets through the foreign affiliates of U.S.

1 The data on sales through affiliates cover all the sales of services by

nonbank majority-owned affiliates, irrespective of the percentage of owner-
ship, and are limited to nonbank affiliates because bank affiliates are not
required to report annual data on sales of services to BEA. See the box “The
2004 Benchmark Survey of U.S. Direct Investment Abroad and the Treat-
ment of Nonbank Units of U.S. Banks” in this article for further discussion
of reporting requirements for banks.

Table A. Sales of Services to Foreign and U.S. Markets
[Billions of dollars]

U.S. sales to
foreign markets

Foreign sales to
the U.S. market

Across border Throug_hforelgn Across border Throggh UsS.

affiliates affiliates
2003 289 452 222 374
2004 328 490 257 383
2005 360 na. 281 na.

n.a. Not available

companies, at $489.6 billion, exceeded foreign sales to
the U.S. market through U.S. affiliates of foreign com-
panies, at $382.8 billion.

In 2005, cross-border exports of services increased
10 percent after increasing 13 percent in 2004, and im-
ports increased 9 percent after increasing 16 percent

Chart 1. U.S. International Sales and Purchases

MCFAs Miarity-onned foreign affilistes
MOUSAs Mjarity-onned US affiliates
1. The data for sales and purcheses throuch ngjanity-onned ffiliates are shoan throuch
2004, the IaEstwa'fcrvhdﬁl‘r.ee chta are aailabe

USBradEouicAess

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



October 2006

Survey of Current Business

19

The 2004 Benchmark Survey of U.S. Direct Investment Abroad and
the Treatment of Nonbank Units of U.S. Banks

The estimates of sales of services abroad by foreign affili-
ates of U.S. companies for 2004 are based on preliminary
results from the 2004 benchmark survey of U.S. direct
investment abroad. Additional results from the bench-
mark survey—including employment, value added, capi-
tal expenditures, and numerous other items—will be
published in November. Benchmark surveys, which are
conducted once every 5 years, are BEAs most compre-
hensive surveys of U.S. direct investment abroad in terms
of both coverage of companies and subject matter. The
preliminary results from the benchmark survey include
estimates of data for reports that could not be fully pro-
cessed in time for publication. The final results (to be
published in 2007) will incorporate data from reports
processed after the publication of the preliminary results.

Benchmark surveys also provide an appropriate oppor-
tunity to implement changes that affect comparisons
over time, including changes in reporting requirements.
Beginning with the 2004 benchmark survey, the nonbank
units of U.S. banks (including bank and financial holding
companies) were consolidated in the reports of the banks
that owned them; previously, these units were required to
file separate reports.1Because BEAs annual data series on
the operations of U.S. multinational companies currently
cover only nonbank U.S. parent companies and their
nonbank foreign affiliates, the change resulted in the
nonbank foreign affiliates of these nonbank units of U.S.
banks dropping out of the data on foreign affiliate sales
and other measures of operations.

The change in reporting requirements reduced the
measured year-to-year increase in total sales of services
and in sales of services to foreign markets in 2004 by
roughly 2 percentage points. In the table in this box, the
estimates of sales of services abroad by major area and
selected country and by selected industry were adjusted
to remove the effects of the consolidation of nonbank
U.S. parents with the banks that own them. In the table,
the affiliates that dropped out of the nonbank 2004 data
were removed from the estimates for 2003.2 Thus, the
table provides a rough approximation of sales of services
abroad on a comparable basis in both years and enables
year-to-year changes to be studied without the effects of

1 Similarly, reporting requirements for U.S. affiliates of foreign com-
panies have also been changed, beginning with the 2002 benchmark
survey of foreign direct investment in the United States. U.S. affiliates
that are banks or bank holding companies have been consolidated with
their majority-owned U.S. affiliates in nonbanking industries and are
required to report as banks. The reclassification of U.S. affiliates did not
create the same discontinuity as the change in the treatment of U.S. par-
ents, because fewer U.S. affiliates were affected by the change and the
size of those affiliates’ sales of services was generally small.

2. Adjustments were made only to estimated sales of services in
“finance (except depository institutions) and insurance” because few
other industries were affected by the change and the effects in industries
other than nonbank finance and insurance were minimal.

the change in reporting requirements. Throughout this
article, the discussion of changes in sales of services by
foreign affiliates refers to changes after adjusting to
remove the effects of the new reporting requirements.

Comparing the adjusted estimates for 2003 in this table
with the estimates in table 9 indicates that sales of ser-
vices abroad through affiliates increased in all the major
areas, both before and after the adjustment to remove the
effects of the change in reporting, and that the estimates
for some countries were substantially affected by the
change. For example, after the adjustment, the sales of
services abroad by affiliates in Europe increased $24.9 bil-
lion, accounting for 53 percent of the total increase in
2004; before the adjustment, sales increased $22.1 billion,
accounting for 59 percent of the total increase.3 Sales by
affiliates in Canada were also particularly affected by the
change; after the adjustment, sales increased $6.2 billion,
or 15 percent, and before the adjustment, sales increased
$4.2 billion, or 10 percent.

By industry sector, the impact of the change in report-
ing requirements was concentrated in “finance (except
depository institutions) and insurance.” After the adjust-
ment, sales of services in this industry increased 5 per-
cent; in contrast, before the adjustment, sales decreased 3
percent.

3. These percentage changes and shares may not match those that are
calculated from the accompanying tables. The shares in the text are gen-
erally derived from underlying data that are available at a greater level of
precision than those in the published tables.

Sales of Services to Foreign Persons by U.S. MNCs Through
Their Nonbank MOFAs, with Adjusted 2003 Estimates
[Billions of dallars]

5%

Billiors of
dollars Fercent

20031 2004

BjFlname(@@qxcamtorylrsunJJaB)ardlrsuame 140 119.7 5.7 5
Finance, except depository institutiors...... . 354 -1, -3

Insurance carriers and refated activities... 786 84 68 9
391 3700 409 12
By areaand sdected country:
B0 ... 407 469 62 15
. 2393 2642 249 10
Ofwhidt
262 O2?.6 13
1055
Latin America and Other V\estemn Hemisphere........ Sng 57.0 gD% (D)i
Other COUNMETES. ...t 1095 1215 11.9 1
D mauddsdcnreddaladwﬂudﬂmm
s b e U et e Y s e T
esinthisartide ectan nee i ')
insurance’” ind o renoe faeign affiliates affected by a in_mﬁréuyaﬂ tet
Q%Wmmlarmnedfu'm This lquredrcrtak IS. parents of
these affiliates to be ickted on the reports of Bewweﬂ’e (o)l
sales of services abroed cover anly sales !yafﬁllatesdmmkUSﬁats |nrqn2%P
requirenents caused the affiliates of the affected parents o r’rmbegmrg in
InindLstries other then nonberk firence adlmmhl ofthe dange wes
IMNGs Mitiretioel (UT%I
MOFAs Myjarity-onred foreign ffiliates
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(table B). In 2005, cross-border exports increased in all
major categories: Increases in “other private services”
(such as “business, professional, and technical ser-

Table B. Sales of Services to Foreign and U.S. Markets Through
Cross-Border Trade and Through Affiliates

Through cross-border Through nonbank
trade ! majority-owned affiliates 2
] TSaIes to foreign | Sales to U.S
US.exports | U.S.imports pef:’srzril;nby pe;?f(i’l?ast :g g's
(receipts) (payments) affiliates of foreign
U.S. companies *|  companies
Billions of dollars
775 64.7 605 n.a.
87.0 739 72.3 62.6
101.0 81.0 83.8 732
117.9 85.3 99.2 94.2
137.2 98.2 1213 109.2
152.4 99.9 1316 119.5
164.0 103.5 1406 128.0
1716 109.4 142.6 1347
186.7 120.3 159.1 1454
203.7 128.7 190.1 149.7
222.1 138.8 2232 168.4
238.5 151.5 2553 (*)223.1
2444 165.6 286.1 245.5
265.1 183.0 () 353.2 2935
284.0 207.4 4135 344.4
2728 204.1 4217 3676
2796 209.0 4235 367.6
289.1 221.8 4525 3741
328.0 257.2 489.6 382.8
360.5 2806 na. n.a.
Percent change from prior year
122 142 19.5
16.0 9.5 158 7.0
16.8 5.3 184 8.7
16.4 15.1 222 59
1.1 1.8 8.5 95
76 35 6.8 71
46 58 15 5.3
838 9.9 1.6 8.0
9.1 70 19.4 29
9.0 78 174 12,5
74 9.1 14.4 ()
25 9.4 12.0 10.1
85 10.5 %) 19.6
7.1 13.3 171 17.3
-39 -1.6 2.0 6.7
25 24 0.4 0.0
3.4 6.1 6.8 1.8
135 16.0 (8.2 23
99 9.1 na. na.

n.a. Not available

1. The estimates for 2002-2004 are revised from those published in last year's article in this series. See
Christopher L. Bach, “Annual Revision of the U.S. International Accounts, 1995-2005," Suavey oF CursenT Busi-
ness 86 (July 2006): 36-48.

2l" The estimates for 2003 are revised from those published in last years article. The estimates for 2004 are
preliminary.

3 The“f/igures shown in this column for 1986-88 have been adjusted, for the purposes of this article, to be
consistent with those for 1989 forward, which reflect definitional and methodological impravements made in the
1989 Benchmark Survey of U.S. Direct Investment Abroad. The primary improvement was that investment
income of affiliates in finance and insurance was excluded from sales of services. The adjustment was made by
assuming that investient income of finance and insurance affiliates in 198688 accounted for the same share
of sales of services plus investment income as in 1989.

4. Beginning in 1997, sales by U.S. affiliates were classified as goods or services based on industry codes
derived from the North American industry Classification System; the esti for prior years were based on
codes derived from the 1987 Standard Industrial Classification System. This change resulted in a redefinition of
sales of services by affiliates, which resulted in a net shift of sales from goods to services. See the box
“Changes in the Definition and Classification of Sales of Services by U.S. Affiliates” in the October 1999 Survey,
page 61, available at <www.bea.gov>.

5. Beginning in 1999, sales by foreign affiliates were classified as goods or services based on industry codes
derived from the North American Industry Classification System; the esti for prior years were based on
codes derived from the 1987 Standard tndustrial Classification System. This change resulted in a redefinition of
sales of services by affiiates, which resulted in a net shift of sales from goods to services. See the box
“Changes in the Definition and Classification of Sales of Services by Foreign Affiliates” in the November 2001
Sunvey, page 58, available at <www.bea.gov>.

6. In 2004, BEA began to require that the nonbank units of U.S. banks (including bank and financial holding
companies), which were required to file separately in the past, be consalidated on the reports of the banks that
owned them. Because the data on sales of services abroad cover only sales by affiliates of nonbank U.S.
parents, the change in reporting requirements caused the affiliates of the affected parents to drop out of the
data. As a result, the measured change in sales between 2003 and 2004, as computed from the table above,
was reduced by about 2 percent. After allowing for the effects of the change, the increase in 2004 would have
been about 11 percent. (A parallel change was introduced in the series on sales by U.S. affiliates of foreign
companies in 2002, but it did not result in a material discontinuity in the estimates.)

October 2006

vices,” financial services, insurance services, and edu-
cation) and travel contributed the most to the increase
in exports in dollar terms, while “other transportation”
had the largest increase in percentage terms (table C).
Cross-border imports of services also increased in each
of the major categories: The largest increases were in
“other private services” and “other transportation.”
For both exports and imports, every major category
increased at a slower rate in 2005 than in 2004.

Table C. Cross-Border Services
[Percent change from the preceding year]

Exports Imports
2004 2005 2004 2005
Private SErVICES .............eccimereivesmriiinnnens 13 10 16 I 9
Travel.... .. 16 10 14 5
Passenge fares....... 20 T 13 10
Other transportation. 18 13 2 15
Royalties and license fees 12 9 22 6
Other private services. 11 9 13 ]

After an adjustment to remove the effects of a
change in reporting requirements, U.S. sales of services
abroad through the foreign affiliates of U.S. companies
increased 11 percent in 2004 after increasing 7 percent
in 2003.2 This was the second year of improved sales
growth, following a historical low of 0.4-percent
growth in 2002. The 2004 increase in foreign affiliates’
sales of services resulted from several factors, including
a pickup in real economic growth in many foreign
markets served by affiliates. The weakening of the U.S.
dollar against a number of major foreign currencies
boosted the dollar value of affiliates’ sales. The increase
was also affected by changes in the corporate structure
of multinational companies, including increased own-
ership in affiliates so that minority-owned affiliates be-
came majority-owned affiliates, and the restructuring
of a large foreign media company as a U.S. company.

Sales in the United States through the U.S. affiliates
of foreign multinationals increased 2 percent in 2004,
the same as in 2003. Sales by U.S. affiliates continued
to grow slowly despite a pickup in economic growth in
the United States and an increase in foreign compa-
nies’ spending to acquire or establish U.S. businesses.
Most of the growth was driven by increased sales by ex-
isting affiliates rather than by sales of newly acquired
or established affiliates.

Sales of services delivered through cross-border
trade cannot be precisely compared with sales through

2. The change computed from the accompanying tables is 8 percent, but
the change would have been 11 percent in the absence of a change in
reporting requirements for nonbank units of U.S. banks.
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affiliates because of differences in coverage, measure-
ment, and classification.3For example, sales of services
through cross-border trade are generally classified by
type of service, whereas sales through affiliates are clas-
sified by the primary industry of the affiliate. Despite
these differences, the large gap between sales through

3. One source of the difference in coverage between cross-border trade

and sales through affiliates is the inclusion of services provided by banks in
cross-border transactions but not in sales through affiliates, which cover
only sales by nonbank affiliates; to address this gap in coverage, BEA col-
lected data on sales of services by bank affiliates in its most recent bench-
mark surveys of U.S. direct investment abroad (covering 2004) and foreign
direct investment in the United States (covering 2002). Differences in mea-
surement—for example, in the treatment of insurance services—is cur-
rently being addressed by new data collections; see the box “New Measures
of Insurance, Trade Services, and Financial Services Sold Through Affili-
ates.”

Chart 2. U.S. International Sales and Purchases
of Services by Major Area in 2004
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cross-border trade and sales through affiliates suggests
that the latter is the larger channel of delivery for both
U.S. sales of services abroad and foreign sales of ser-
vices in the United States (charts 2 and 3).

The remainder of this article consists of two major
sections and two appendixes. The first section focuses
on international services transactions through cross-
border exports and imports. It presents the prelimi-
nary estimates of exports and imports of private ser-
vices for 2005 and revised estimates for 2002-2004.4

4. These estimates can also be found in summary form in the U.S. inter-
national transactions accounts. In the quarterly articles on U.S. interna-
tional transactions, table 1 presents cross-border exports of private services
in lines 6-10 and cross-border imports in lines 23-27; table 3 provides
additional details.

Chart 3. U.S. International Sales and Purchases
of Services by Major Country in 2004
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owned affiliates of nonbank U.S. companies and sales
in the United States by nonbank majority-owned U.S.

The second section presents preliminary estimates of
sales of services abroad through nonbank majority-

New Measures of Insurance, Trade Services, and Financial Services
Sold Through Affiliates—Continues

In its efforts to improve its estimates of U.S. international
services, BEA has recently addressed several issues in the
measurement of three major types of services— insur-
ance, wholesale and retail trade services, and financial
services.1This article describes BEA’s efforts to improve
its estimates of such services delivered through direct
investment— that is, through affiliates in local markets—
and provides preliminary estimates of sales to U.S. resi-
dents by affiliates of foreign multinational companies for
2002.

The measurement of services delivered by affiliates in
insurance, wholesale and retail trade, and finance is com-
plicated by special factors. For example, sales may include
nonservice elements or may exclude the value of services
provided without an explicit charge. To overcome such
complications, BEA has developed new methodologies,
initiated new data collections, and drawn on data from
outside sources.

The improved measures raise the total estimate of sales
of services to U.S. residents by U.S. affiliates in 2002 by
$125.0 billion, to $492.6 billion (see the table). These
estimates are provisional but provide an indication of
how the new measures compare with the current mea-
sures. An article providing detail on methodologies and
estimates for additional years will be published in a forth-
coming issue of the Survey of Current Business.

Impacts of Changes in the Measurement of Insurance, Wholesale
and Retail Trade, and Financial Services on the Estimates of
Goods Sold and Services Provided to U.S. Residents

by Majority-Owned U.S. Affiliates, 2002
(Billions of dollars)

Services provided Goods sold1

367.6 14211
Effects of new measures:
Insurance services -40.4

Wholesale and retail trade. ... 134.9...

No change
-134.9
No change

New measure

1. The sales of goods to U.S. residents by U.S. affiliates have been estimated from data on their exports
of goods because the data on these sales are not disaggregated by destination.

Insurance

BEA’s current methodology measures sales of insurance
services through affiliates as services-related operating
revenues. These revenues consist mostly of premium
income, but they also include fees for auxiliary insurance
services. BEA’s new treatment of insurance services
includes enhancements in two key areas.

Premiums less normal losses. The current measure of

1  See Obie G. Whichard and Maria Borga, “Selected Issues in the
Measurement of u.s. International Services,” survey of Current Business
82 (June 2002): 36-56.

1,286.292.6

services sold through insurance affiliates is based on
gross premiums with no deductions for losses paid out.
However, international economic accounting guidelines
recommend a net premiums approach that deducts a
measure oflosses from premiums.2This approach reflects
the reality that some portion of premiums is simply the
amount of funds that flow from all policyholders to poli-
cyholders who suffered losses. BEA’s new treatment
adopts a net premium approach. Specifically, it will adopt
BEA’s current treatment of cross-border trade in insur-
ance and the domestic insurance industry by deducting a
proxy measure of insurers’ expected losses, called “nor-
mal” losses, which is based on the long-term relationship
between premiums earned and claims paid.

Premium supplements. The current measure omits
the investment income earned on technical reserves.
Clearly, insurance premiums would be higher if insur-
ance companies could not use this income to defray their
expenses. In recognition of this fact, the 1993 System of
National Accounts (SNA) included income earned on
reserves in its recommended measure of insurance indus-
try output. Specifically, the income is treated as accruing
to the policyholders, who pay it back to insurers as sup-
plements to cover the full cost of the insurance services
they receive. Accordingly, BEA’s new measure will include
a measure of premium supplements, representing

income earned on prepaid premiums and reserves
against outstanding losses.
To estimate insurance services under the new

approach, BEA collected data on the premiums earned
and losses paid by majority-owned U.S. affiliates with
operations in insurance on the 2002 benchmark survey
of foreign direct investment in the United States
(FDIUS). These items were subsequently added to the
follow-on annual surveys of FDIUS and the surveys of
U.S. direct investment abroad (USDIA), beginning with
the 2004 benchmark survey. These new items are com-
bined with data on the domestic insurance industry from

2. Guidance for compiling the national accounts is provided in the
Commission of European Communities, International Monetary Fund,
Organisation for Economic Co-operation and Development, United
Nations and World Bank, System of National Accounts, 1993 (Brussels/
Luxembourg, New York, Paris, and Washington, 1993). Guidance for
compiling statistics on trade in services for the international transac-
tions accounts is provided in International Monetary Fund, Balance of
Payments Manual, 5th edition (Washington, DC, 1993). The Commis-
sion of European Communities, International Monetary Fund, Organi-
sation for Economic Co-operation and Development, United Nations,
United Nations Conference on Trade and Development, and World
Trade Organization, Manual on Statistics of International Trade in Ser-
vices (Geneva, Luxembourg, New York, Paris, Washington, 2002) pro-
vides guidance for compiling data on cross-border trade in services and
services delivered through affiliates.
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affiliates of foreign companies for 2004 and revised es-
timates for 2003. The estimates of sales of services

through affiliates are from the larger data sets on the
operations of U.S. multinational companies and of

New Measures of Insurance, Trade Services, and Financial Services
Sold Through Affliates

A.M. Best to estimate the new measure of insurance ser-
vices sold to U.S. residents through U.S. affiliates.3

The net effect of these changes for 2002 is a $40.4 bil-
lion reduction, to $47.7 billion, in the estimate of insur-
ance services sold to U.S. residents through U.S. affiliates.
The two components of the change are also affected nor-
mal losses, which are deducted from premiums and are
an estimated $45.9 billion for U.S. affiliates’ sales to U.S.
residents, and premium supplements which are an esti-
mated $5.4 billion.

Wholesale and retail trade

The wholesale and retail trade industries provide distrib-
utive services—that is, selling, or arranging for the sale
of, goods to intermediate and final users. Distributive
services include merchandise handling, stocking, selling,
and billing. In the SNA and in the NIPAs, distributive
services are measured as trade margins—wholesale or
retail sales of goods less the cost of the goods resold.
Gross output of wholesale and retail trade excludes goods
for resale from the value of intermediate inputs because
these goods are subject to only minimal processing, such
as cleaning or packaging.

In 2005, these services accounted for almost 13 percent
of U.S. gross domestic product.4 In contrast, the whole-
sale and retail trade industries are hardly noticeable in
the estimates of services through affiliates. Affiliates in
wholesale and retail trade accounted for less than 3 per-
cent of all sales of services by U.S. affiliates to U.S. resi-
dents in 2004 and for less than 5 percent of all sales of
services by foreign affiliates to foreign residents.

BEA’s new treatment of sales through affiliates will tend
to reduce this disparity. In BEA’s current treatment, the
total values of sales associated with wholesale and retail
trade are treated as sales of goods. Thus, the estimates of
services provided by wholesalers and retailers cover only
secondary activities of these affiliates and not their dis-
tributive services. For example, the repair services pro-
vided by a car dealer are included in the estimates of sales
of services, but the distributive services the dealer pro-
vides in selling cars are not. Instead, the value of the dis-
tributive services is included in the estimates of sales of
goods. When the data collection system for sales of ser-
vices through affiliates was established, BEA chose to
treat sales in wholesale and retail trade as sales of goods

3. See A.M. Best Company, Bests Aggregates and Averages: Property-
Casualty, United States (Oldwick, New Jersey) and A.M. Best Company,
Best’s Aggregates and Averages: Life/Health, United States (Oldwick, New
Jersey) for 1996-2004.

4. See Thomas F. Howells 11l and Kevin B. Barefoot “Annual Industry
Accounts: Advance Estimates for 2005,” survey 86 (May 2006): 11-24.

because most of their value is attributable to the goods
being sold and not to distributive services. As a result, the
value of services provided by wholesale and retail trade
affiliates is underestimated.

To construct estimates of distributive services supplied
through affiliates, BEA collected data on the cost of goods
sold and the beginning- and end-of-year inventories of
the goods for resale on its 2002 benchmark survey of
FDIUS. These items have been included on the follow-on
annual surveys of FDIUS and were introduced on the
surveys of USDIA beginning with the 2004 benchmark
survey.

Under the new approach, U.S. affiliates supplied an
estimated $134.9 billion in distributive services to U.S.
residents in 2002. Including this estimate raises the esti-
mate of sales of services through affiliates 37 percent in
2002. This amount is currently included in the estimates
of U.S. affiliates’ sales of goods to U.S. residents in BEA'
broader statistics on the activities of U.S. affiliates. Thus,
this amount is not an addition to sales through affiliates
but are a reclassification from goods to services. The
$1,421.1 billion of sales of goods through affiliates to U.S.
residents in 2002 would be reduced 9 percent by the
reclassification.

Financial services

BEA’s current coverage of sales through financial services
affiliates excludes estimates for bank affiliates. The
absence of banks caused a potentially large gap in the
coverage of financial services sold through affiliates and
an understatement in the total sales through affiliates.

To better account for bank affiliates, BEA collected data
on the 2002 benchmark survey of FDIUS that can be
used as the basis for estimating U.S. bank affiliates’
explicit fees for services (which are separately charged by
banks) and implicit fees for services (which banks earn
by paying lower interest rates on deposits than they
charge on loans). These same data items were added to
the 2004 benchmark survey of USDIA. Bank affiliates
were asked to supply data on their total sales of services
by destination (as nonbank affiliates are asked to do) and
on their total interest paid and received. Based on the
data collected on the benchmark survey, services pro-
vided by majority-owned U.S. bank affiliates to U.S. resi-
dents are estimated to have been $30.5 billion in 2002. Of
this total, $14.1 billion was estimated to be from explicit
fees and commissions, and $16.4 billion was the imputed
value of services for which explicit charges were not
made.

Maria Borga
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U.S. affiliates of foreign companies, which are de-
scribed in annual articles.5 The appendix “Modes of
Supply and Channels of Delivery of Services Sold in
International Markets” describes the delivery of ser-
vices on the basis of the General Agreement on Trade
in Services and the relationship of these modes to
BEA’s channels of delivery. The appendix “Improve-
ments to the Estimates of Cross-Border Trade in Ser-
vices” describes recent changes in BEA’s data collection
and methodology.

U.S. Cross-Border Trade in 2005

U.S. exports of private services (receipts) increased 10
percent, to $360.5 billion, in 2005 after increasing 13
percent in 2004. U.S. imports of private services (pay-
ments) increased 9 percent to $280.6 billion after in-
creasing 16 percent. The services surplus increased for
the first time since 1999, as the increase in the value of
services exports outpaced imports.

Growth in both exports and imports was strong, but
not as brisk as in 2004. Services export growth slowed
from an unusually fast rate, partly because of slower
economic growth in several key partner countries in
2005. Similarly, slower growth in the United States in
2005 slowed growth in demand for services imports. In
the United States, real gross domestic product (GDP)
grew 3.2 percent in 2005, down from 3.9 percent in

5. See Raymond J. Mataloni Jr., “U.S. Multinational Companies: Opera-
tions in 2003,” survey of Current Business 85 (July 2005): 9-29, and Tho-
mas W. Anderson and William J. Zeile, “u.s. Affiliates of Foreign
Companies: Operations in 2004,” survey 86 (August 2006): 195-211. The
preliminary estimates and a discussion of the operations of u.s. multina-
tional companies and their foreign affiliates for 2004, which were covered
by the latest benchmark survey, will be published in the November survey.

U.S. International Services
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2004. Real GDP growth in the United Kingdom slowed
to 1.8 percent from 3.1 percent; real GDP growth in
the euro area slowed to 1.3 percent from 2.1 percent.
Real GDP growth in Canada was unchanged, at 2.9
percent, in 2005. Real GDP growth in Japan acceler-
ated slightly, to 2.7 percent from 2.3 percent.

Much of the growth in both exports and imports of
private services in 2005 was accounted for by increases
in “other private services,” especially in business, pro-
fessional, and technical services and in financial ser-
vices. Growth in travel, passenger fares, and “other
transportation” in 2005 decelerated; payments slowed
more than receipts, reflecting slowdowns in interna-
tional travel and in the growth of goods exports and
goods imports transported by both ocean and air car-
riers.

Trade with Europe and Asia accounted for two-
thirds of total U.S. cross-border exports and imports
of private services in 2005 (chart 4). The composition
of trade by area was little changed. Japan, the United
Kingdom, Canada, and Mexico continue to be the
largest services trading partners of the United States
(table D). Although China and India grew rapidly in
comparison with other countries, they remain small
markets for U.S. exports and imports of services.

Trade within multinational companies (affiliated
trade) accounted for 25 percent of total exports of pri-
vate services in 2005 and for 21 percent of total im-
ports of private services (table E). Affiliated exports of
private services increased 9 percent in 2005 after in-
creasing 7 percent in 2004. Affiliated imports of private
services increased 14 percent after an 11-percent in-
crease.

Chart 4. U.S. Cross-Border Services Transactions: Share by Area in 2005
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Travel

Receipts. Travel receipts increased 10 percent, to $81.7
billion, in 2005 after increasing 16 percent in 2004. Al-
though growth in travel receipts slowed, 2005 marked
the second straight year of strong increases after de-
clining for 3 years. Most of the slowdown in 2005 was
attributable to travel receipts from overseas visitors,
which increased 9 percent in 2005 after increasing 16
percent in 2004. Growth in the number of visitors
from overseas slowed to 7 percent in 2005 from 13 per-
cent in 2004. The slowdown also reflected higher air-
line ticket prices. Growth in the number of visitors
from Japan slowed to 4 percent in 2005 from 18 per-
cent in 2004. Similarly, the growth in the number of
visitors from the euro area slowed to 11 percent from
15 percent. Average expenditures of overseas visitors in
the United States increased 2 percent in 2005, roughly
the same as in 2004.

Growth in travel receipts from Canada fell to 12
percent in 2005 from 17 percent in 2004. Growth in
the number of travelers from Canada slowed slightly,
to 5 percent from a 6-percent increase.

Travel receipts from Mexico increased 9 percent in
2005 after increasing 10 percent in 2004. The number
of Mexican travelers to the U.S. border area, which ac-
counts for approximately 95 percent of Mexican travel-
ers to the United States, was down slightly; most of the
increase in receipts from Mexico in 2005 was due to an
increase in average expenditures by border travelers. In
contrast, the number of Mexican travelers to the inte-
rior of the United States and their average expenditures

SURVEY OF CURRENT BUSINESS
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increased strongly in 2005. Receipts from Mexican
travelers to the interior increased 13 percent in 2005,
up from 10 percent.

Payments. Travel payments increased 5 percent, to
$69.2 billion, in 2005 after increasing 14 percent in
2004. The slowdown reflected higher airline ticket
prices, mainly attributable to higher fuel costs. Like
travel receipts, payments increased for the second
straight year after declining for 3 years. The increases
in travel payments have been smaller than those in
travel receipts, resulting in an improved trade balance
in travel services for the second year in a row.

Growth in travel payments to overseas countries
slowed to 6 percent in 2005 from 15 percent in 2004.
The slowdown was most pronounced for U.S. travel-
ers to Asia. Growth slowed to 10 percent in 2005 from
25 percent in 2004, as higher fuel prices contributed
to higher airline ticket prices, particularly for long,
trans-Pacific flights. In addition, the growth rate in
2004 was unusually strong, reflecting a rebound from
the combined effects of September 11th, the start of
the war in Iraq, and Severe Acute Respiratory Syn-
drome (SARS), events that disrupted travel in recent
years.

Travel payments to Canada turned down, decreas-
ing 4 percent in 2005 after increasing 14 percent in
2004. The number of U.S. travelers to Canada de-
creased 9 percent, reflecting a depreciation of the U.S.
dollar against the Canadian dollar. The drop in the
number of travelers was partly offset by an increase in

Table D. Cross-Border Services Exports and Imports by Type and Country, 2005

[Millions of dollars)

Total private services Travel Passenger fares Other transportation Royalties;eaensd license Other private services
Exports

All countries...............ccoorommnnc oo, 360,489 81,680 20,931 42,245 \ 57410 158,223
10 largest countries '... 211,169 §0,760 13,833 23,030 34,406 89,140
United Kingdom 45,288 10,684 2,780 3,635 5313 22,876
Japan 41815 12,719 3,801 4,314 8,706 12,275
CaNAGA.......oooriirseriissses s 32,506 8952 2,634 3,031 4441 13,448
Mexico 20,604 6,791 1,709 1,314 1,403 9,387
Germany.. 20,039 3,810 1,076 2,939 3,462 8,752
France...... 13,097 2,371 727 1,437 2,466 6,096
Korea, Republic of 10,298 | 2,551 57 2479 2,011 3,200
Switzerland. 9,525 686 247 656 3,765 4171
China 9,078 1,181 353 1,870 1,118 4,556
Netherlands........ 89191 1,015 49 1,365 1,721 4379
Other countries 149,320 ‘ 30,920 7,008 19,215 23,004 69,083
Imports )

All countries......... 280,563 69,175 26,066 62,107 24,501 98,714
10 largest countries ' ... 165,434 36,428 12,871 ‘ 30,312 20,439 65,384
United Kingdom 35,454 7,133 4481 4,357 1,567 17,916
Japan 22,287 2,788 1,260 6,585 6,956 4,698
Canada 22,022 7,002 348 4,387 816 9,469
Germany..... 18,661 2,591 2,424 4,492 2477 6,677
MEXICO ... eevrnenirn e ssismas s 14,674 10,240 973 948 137 2,376
Bermuda 14,115 240 0 1,683 1,268 10,924
France 12,508 2,937 1,641 1,800 2,307 3,723
Switzerland 11,449 411! 420 968 3,018 6,632
Netherlands 7,759 982 837, 1,956 1,830 2,154
China 6,505 2,104 487 3,036 63 815
Other countries 115,129 32,747 13,198 31,795 4,062 | 33,330

1. Ranked by dollar value of total exports or imparts.
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U.S. travelers’ average expenditures.

Growth in travel payments to Mexico slowed to 10
percent in 2005 from 13 percent in 2004. Most of the
slowdown in payments reflected less travel to the inte-
rior of Mexico, where Hurricane Wilma destroyed ma-
jor tourist areas and constrained U.S. travel to Mexico

in the last 3 months of 2005. The depreciation of the
U.S. dollar against the Mexican peso may have also
contributed to the slowdown. In contrast, travel pay-
ments to the Mexican border region increased strongly,
as the number of U.S. travelers increased 3 percent and
their average expenditures rose strongly.

Table E. Intrafirm Trade in Services, by Type, 1997-2005

[Billions of dollars]

: Other private services
] Business, professional, and technical services J
Total Royalties | T
rivate | Vranspor- and | . Research | Other ‘ Film and
spervi ces tation ! license Total ? Financial Computer | Management and business, | television
fees 2 services Total and and development| Operational [professional,  tape
information . consulting and leasing and rentals
| services services testing technical
‘ services services *
Total receipts: |
1997 51.8 04 245 26.9 22 223 16| ) (%) 15 19.2 24
1998 54.6 0.4 26.3! 279 27 227 13 () ) 17 19.7 2.5
1999 62.0 0.5 29.3| 323 4.0 258 1.2 Il Q] 22 224 2.4
2000 66.0 05 305 35.0 38 289 12 ) ) 24 25.7 22
2001 66.8 06 29.2 37.0 4.1 307 1.3 22 5.7 22 19.4 22
2002 74.0 07 328 405 42 335 17 29 7.0 24 19.4 2.8
2003 79.2 0.7 355; 43.0 52 351 22 238 8.2 26 19.3 2.7
2004 85.1 09 391 452 49 376 21 32 75 390 218 27
2005 92.6 1.1 421 49.4 48 413 22 42 88 32 229 33
By U.S. parents from their foreign affiliates:
1997 408 0.4 231 17.3 14 135 14 %) Q] 12 10.9 24
1998 29 04 244 18.1 1.8 139 13 ) ® 14 11.2 25
1999 503 05 27.6 222 25 17.3 1.1 ® ® 1.9 14.3 2.4
2000 51.9 05 28.3 23.1 28 18.1 1.1 %) (%) 1.8 15.2 2.2
2001 521 0.6 27.2 243 32 189 12 1.3 22 18 124 2.2
2002 55.0 07 29.7 246 31 18.7 14 14! 1.9 20 12.0 28
2003 59.3 07 323 263 35 20.2 17 1.6 2.0 22 12.7 2.7
2004 63.7 09 354 274 37 211 17 16 18 26 13.3 2.7
2005 68.6 1.1 379 295 37 25 19: 16 20 28 14.2 3.3
By U.S. affiliates from their foreign parents: 7
1997 11.0 ) 1.4 9.6 09 8.8 02 ) ® 03 83 ")
1998 11.7 0 2.0 97 09 8.8 0.1 16} Q] 0.3 8.4 4]
1999 17 1 17 10.0 15 85 0.1 () ) 04: 8.1 ()
2000 14.1 (") 2.2 119 1.0 10.8 0.1 3. (] 03 10.5 )
2001 147 ) 2.0 12.7 09 18 0.1 09 35 0.3 7.0 )
2002 19.0 ") 3.1 15.9 11 14.7 0.3 1.5 51 05 7.4 )
2003 19.9 ] 32 16.7 1.7 149 05 1.2] 6.2 04 6.7 )
2004 214 (" 37 17.7 1.2 16.5 04 15 56 04 85 )
2005 24.1 " 42 19.9 1.1 18.8 0.3 26 6.8 0.4 87 )
Total payments: |
1997 242 0.4 6.7 17.1 28 14.3 08 ® ® 0.9 12.6 )
1998 277 0.4 85 18.7 42 145 0.9 ® ) 09 12.6 )
35.9 0.4 10.4 25.1 6.0 19.0 30 (%) ) 1.1 15.0 0.1
401 04 125 272 72 20,0 26 1) ) 1.0 16.3 W)
414 05 13.2 277 67 21.0 29 18] 17 1.0 13.6 *)
453 07 15.1 29.4 55 24.0 28 34 20 09 14.9 )
479 12| 15.2 315 5.8 256 35 28 31 07 15.6 (")
534 15] 17.9 339 62 27.7 46 3.3 3.1 1901 16.7 )
61.0 1.7 20.4 39.0 5.8 332 6.5 4.2 4.4 11 16.9 )
108 0.4 14 9.0 25 65 05 1] 1] 0.1 59 )
12.6 04 1.8 10.4 33 7.1 06 ol © 0.1 6.4 )
18.2 04 23 156.5 47, 10.7 27 (%1 ) 0.1 7.9 0.1
19.2 04 25 16.3 54! 10.9 24 (%) ] 0.1 84 )
19.6 0.5 25 16.6 52 1.4 26 05 0.6 0.1 76 ()
20.6 07 2.9 17.0 46 124 25 05 0.8 0.1 85 (")
227 1.2 2.6 188 48! 14.2 3.0 0.7 1.0 0.1 9.3 )
256 15 27 214 54 16.0 4.1 09§ 1.2 () 98 *)
2741 17 32 222 5.0 \ 17.3 42 11 14 0.1 1051 ()
By U.S. affiliates to their foreign parents: 7 !
1997 134 ] 54 8.1 03" 7.7 0.2 ® ) 0.8 6.7 )
1998.......... 15.1 * 6.8 83 0.9 74 0.2 ) Q] 08 6.3 "
1999 17.7 v} 8.1 96 13 \ 84 0.3 6] () 1.0 71 )
2000 210 “ 10.1 109 1.8 9. 0.2 6] ) 1.0 79 “
2001..... 21.8 (") 10.7 111 15 9.6 0.3 13 1.1 0.9 6.0 (")
2002 247 ) 12.2 124 08 1.6 0.3 29 1.3 0.8 6.3 ")
2003 252 Wl 125 12.6 12 \ 114 05 21 24 0.6 6.1 4]
2004 27.7 (") 15.2 125 08| 1.7 08 24 19 1.0 59 (")
2005 339 ) 17.2 16.7 0.8 ‘ 15.9 23 30 34 1.1 6.4 v}

* Less than $50 million.

1. Equal to “affiliated other transportation” in table 1.

2. Equal to “affiliated royalties and license fees” in table 1.

3. Equal to “affiliated other private services” in table 1.

lli. Includes affifiated insurance and affiliated telecommunications transactions; see footnotes 13 and 14 in
table 1.

5. Prior to 2001, management and consulting services were included in “other’ services. Beginning in
2001, data on management ang consuiting services were collected as a separate type of service.

6. Prior to 2001, research and development and testing services were included in “other” services. Begin-
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ning in 2001, data on research and development and testing services were collected as a separate type of
service.

7. In addition to transactions with its foreign parent, a U.S. affiliate’s receipts and payments include
transactions with other members of its foreign parent group. The foreign parent group is defined as (1) the
foreign parent, (2) any foreign person, proceeding up the foreign parent’s ownership chain, that owns more
than 50 percent of the foreign person below it, up to and including the ultimate beneficial owner, and (3) any
foreign person, proceeding down the ownership chain(s) of each of these members, that is owned more than
50 percent by the person above it.
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Passenger fares

Receipts. Receipts for passenger fares increased 11 per-
cent, to $20.9 billion, in 2005 after increasing 20 per-
cent in 2004. The slowdown partly reflected a
slowdown in the growth of foreign visitors to the
United States, to 1 percent in 2005 from 6 percent in
2004. However, in 2005, airline ticket prices (especially
for business class) increased, and more in-flight ser-
vices were offered by U.S. carriers on international
routes, both of which provided a strong boost for pas-
senger fares.

In 2005, jet fuel prices increased 52 percent. Higher
fuel prices affected passenger fares on Asia-Pacific
routes more than on trans-Atlantic routes, mainly be-
cause of the longer distances and higher fuel consump-
tion on trans-Pacific flights. However, the commodity-
like nature of a passenger seat has forced airlines to

Data Sources

The estimates in this article are primarily based on data
from the surveys that are conducted by the Bureau of
Economic Analysis (BEA), but the estimates of some ser-
vices are based on data from a variety of other sources,
including U.S. Customs and Border Protection, surveys
conducted by other Federal Government agencies, pri-
vate sources, and partner countries.

BEA conducts several mandatory surveys of services;
some surveys are targeted to specific services industries
and, for intrafirm transactions, to specific types of invest-
ment. The survey forms and instructions are available on
BEAs Web site at <www.bea.gov/bea/di/home/
more.htm>.

The data on intrafirm trade in services and on sales by
majority-owned affiliates are collected in BEA’s surveys of
U.S. direct investment abroad and of foreign direct
investment in the United States. For the methodologies
for these surveys, see Foreign Direct Investment in the
United States: Final Results From the 1997 Benchmark Sur-
vey and U.S. Direct Investment Abroad: Final Results From
the 1999 Benchmark Survey. For additional information
on the methodology used to prepare the estimates of
both affiliated and unaffiliated cross-border trade, see
The Balance of Payments of the United States: Concepts,
Data Sources, and Estimating Procedures. These publica-
tions and other detailed information on the changes in
the methodology since 1990 can be accessed on BEA’
Web site at <www.bea.gov/bea/mp_international.htm>.

For a summary of the changes since 1990, see
“Improvements to BEAS Estimates of U.S. Interna-
tional Services, 1990-2003,” in Borga and Mann, Survey
83 (October 2003): 74-76. The survey articles for
1994-2005 are available at <www.bea.gov/bea/
pubs.htm>.
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compete for customers mainly on the basis of price,
particularly for economy class seats on trans-Atlantic
routes. These seats are often deeply discounted, and
with low-cost carriers increasingly emerging in the in-
ternational market, there was incomplete passthrough
of higher fuel costs and other costs to economy class
customers. As a result, carriers in developed coun-
tries—including the United States—have adopted a
variety of strategies to increase revenues by attracting
passengers who are willing to pay higher ticket prices.
One strategy was to charge higher business class fares
in exchange for value-added services and amenities,
such as Internet access, teleconferencing facilities, and
redesigned cabins that provide more comfort and pri-
vacy. Another strategy was to shift capacity from highly
competitive national markets to more profitable (par-
ticularly for business class) international routes. U.S.
carriers’ domestic capacity shrank in 2005, while their
capacity in international markets increased. The
higher volume of U.S. carriers’ international flights,
combined with their ability to charge higher business
class fares that more than offset lower economy class
fares, has contributed to the increase in passenger fares
receipts in 2005.6

Payments. Payments for passenger fares increased
10 percent, to $26.1 billion, in 2005 after a 13-percent
increase in 2004. The slowdown partly reflected slower
growth in the number of U.S. travelers— 1 percent in
2005, compared with 5 percent in 2004. The share of
U.S. travelers on foreign-flag carriers changed little.
Sizable increases in ticket prices resulted primarily
from higher fuel costs. Passenger fare payments to Eu-
rope and Asia and Pacific increased in 2005, and the
increases offset the decreases in payments to Latin
America and Canada.

Other transportation

Receipts. Receipts for “other transportation” services
increased 13 percent, to $42.2 hillion, in 2005 after in-
creasing 19 percent in 2004. Slowdowns in both freight
receipts and port services receipts reflected slowdowns
in U.S. goods exports to, and imports from, all major
countries and areas in 2005. Growth in the volume of
U.S. goods exports slowed to 7 percent in 2005 from 9
percent in 2004; growth in the volume of U.S. imports
slowed to 7 percent in 2005 from 11 percent in 2004.

6. For an analysis of competitive conditions in the international passenger
fare market, see U.S. International Trade Commission, “Air Transportation
Services,” in Recent Trends in U.S. Services Trade: 2006 Annual Report (June
2006): 3.1-3.8.
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Nonetheless, the continued increases in export and im-
port volumes contributed to the strong growth in
transportation receipts.

The increase in freight receipts was attributable
mostly to an increase in air freight rates. Several air
carriers raised rates as early as the first quarter of 2005
in response to soaring fuel prices. The airlines then re-
peatedly raised prices over the course of the year as fuel
prices continued to increase. In contrast, ocean freight
rates, particularly for U.S.-operated tramp and tanker
vessels, were down in 2005. In 2004, tanker and tramp
rates rose sharply, partly as a result of China’s rapid ex-
port-led economic expansion. Returns from higher
rates and increased trade with Asia prompted an in-
crease in ship building, which added many new ships
to the world’s fleet. In 2005, rates decreased because of
increased capacity and the slowing growth of world
trade.

The increase in port services receipts was attribut-
able to increases in both ocean and air port services.
The increase in ocean port receipts reflected increases
in bunker fuel revenues and in imports and exports
transported by foreign-operated vessels. The increase
in air port services receipts reflected higher jet fuel
prices and increases in nonpetroleum imports and ex-
ports and in the number of foreign visitors to the
United States. Jet and bunker fuel prices increased sig-
nificantly because of strong global demand for oil and
the disruption in U.S. refinery production and capacity
as a result of Hurricanes Katrina and Rita late in the
year.

“Other transportation” receipts from all areas ex-
cept Africa rose in 2005. Receipts from Europe, Japan,
and Latin America increased strongly in 2005, reflect-
ing higher trade volumes.

Payments. Payments for “other transportation” ser-
vices increased 15 percent to $62.1 billion in 2005 after
increasing 21 percent 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 ocean freight rates.

Port services payments increased, reflecting an in-
crease in air port services. In contrast, ocean port ser-
vices decreased. The increase in air port services, which
includes fuel purchases, was attributable to higher jet
fuel prices and an increase in the number of U.S. trav-
elers overseas. The decrease in ocean port services was
attributable to a decrease in the export and import vol-
umes transported by U.S.-operated liner, tanker, and
tramp vessels.

“Other transportation” payments increased in all
areas, reflecting strong U.S. economic growth and in-
creased demand for goods imports from all regions.
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The increase in import volumes from Asia was less ro-
bust in 2005 than in 2004. The increase in 2004 was es-
pecially strong, leading to record high ocean liner rates
that reflected tight vessel capacity.

Royaities and license fees

Receipts. U.S. receipts of royalties and license fees in-
creased 9 percent, to $57.4 billion, in 2005 after in-
creasing 12 percent in 2004. Most of the increase in
2005 was accounted for by U.S. parents’ receipts from
their foreign affiliates; affiliated receipts accounted for
nearly 75 percent of receipts for royalties and license
fees in 2005, about the same share as in recent years.
Affiliated transactions account for a large portion of
royalty and license fees partly because firms with
marketable intellectual property usually prefer to exer-
cise some degree of control over the distribution and
use of this property, which may be instrumental to
the firm’s competitive position in the global market.”
U.S. parents’ receipts from their foreign affiliates ac-
counted for 90 percent of affiliated receipts; in multi-
national firms, the parent companies rather than the
affiliates are generally the holders of intellectual prop-
erty.

U.S. parents’ receipts from their foreign affiliates in-
creased 7 percent to $36.0 billion in 2005. The largest
increases were receipts from foreign affiliates in the
wholesale trade and transportation equipment manu-
facturing industries. By area, receipts from affiliates in
all the major areas increased. The largest increase was
from affiliates in Europe. Within Europe, the increase
was generally widespread across countries; affiliates in
Switzerland accounted for the largest increase. Receipts
from affiliates in Asia and Pacific also increased sub-
stantially; affiliates in Japan accounted for the largest
increase.

U.S. companies’ receipts from unaffiliated foreign
companies increased 14 percent, to $15.3 billion, in
2005. The increase was mostly accounted for by re-
ceipts for the use of industrial processes, including pat-
ents and trade secrets, that are used in connection with
the production of goods. The increase also reflected in-
creased unaffiliated receipts for the rights to distribute
and use general use computer software. Additional re-
ceipts from software licensing agreements were trans-
acted through affiliated channels, but the value of these
receipts cannot be separately identified (see the box
“Delivery of Computer Services to Foreign Markets”).

7. Lee Bransetter, Raymond Fisman, and C. Fritz Foley, “Do Stronger
Intellectual Property Rights Increase International Technology Transfer?
Empirical Evidence from U.S. Firm-Level Data” (National Bureau of Eco-
nomic Research working paper no. 11516, July 2005); <papers.nber.org/
papers/wl11516.pdf>.
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Payments. U.S. payments of royalties and license
fees increased 6 percent, to $24.5 billion, in 2005, after
increasing 22 percent in 2004. The slowdown was due
primarily to a falloff in U.S. companies’ payments to
unaffiliated foreigners. Unaffiliated payments tend to
spike in years that include major international sporting
events, when U.S. companies pay international sports
organizations for the rights to broadcast and record
live events. The latest such spike occurred in 2004, an
Olympic year.

Although unaffiliated payments accounted for most
of the slowdown, affiliated payments continued to ac-
count for the largest share of U.S. payments in 2005, 84
percent. U.S. affiliates’ payments increased 13 percent.
The largest increases were payments by affiliates in the
wholesale trade, chemicals manufacturing, and trans-
portation equipment manufacturing industries. In
wholesale trade, automobile wholesalers and pharma-
ceutical wholesalers were large contributors to the in-
crease. By country, affiliates with parents in Japan had
the largest increase, followed by affiliates with parents
in Switzerland, the Netherlands, and Germany.
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Other private services

Receipts for “other private services” increased 9 per-
cent, to $158.2 billion, in 2005 after increasing 11
percent in 2004. The largest dollar increases were in
“other business, professional, and technical services”
and financial services (table 1 and tables 5-8). Pay-
ments for “other private services” increased 9 percent,
to $98.7 billion, after increasing 13 percent. The largest
dollar increases were in computer and information ser-
vices and “other business, professional, and technical
services” (table 1). “Other private services” consists of
education, financial services, insurance services, tele-
communications, and business, professional, and tech-
nical services.

Education

Receipts. Receipts for education increased 4 percent, to
$14.1 billion, in 2005 after increasing 2 percent in
2004. The increase in 2005, like that in 2004, resulted
primarily from a continued increase in tuition rates.
Tuition rates at private 4-year colleges and universities
increased 6 percent in academic year 2005-2006 after

Delivery of Computer Services to Foreign Markets

The delivery of computer-related services and of many
other types of services may be further divided within the
two major channels of cross-border trade and sales
through affiliates. As a result, the total value of these ser-
vices may be scattered across several categories of
cross-border trade and sales by affiliates in the tables. In
addition, some computer-related services may be embed-
ded in goods that are exported to foreign markets, or they
may be delivered in ways that result in entries in the U.S.
international transactions accounts under income rather
than under trade in goods and services.

Cross-border receipts from unaffiliated foreigners for
“computer and data processing services” and “database
and other information services” are shown under “busi-
ness, professional, and technical services” in table .1
Computer-related