UNITED STATES DEPARTMENT OF

OMMERCE | oo
BUSINESS

ECONOMICS
l WASHINGTON, D.C. 20230
..r_. .
FOR RELEAS TFRIDAY A.M.
AUGUST 16, 1968 OBE 68-L0
Jacquelin Bauman: 967-4950 SECOND QUARTER 1968 =

CORPORATE PROFITS
NATTONAL INCOME
REVISED GNP

Before~tax book profits of corporations reached a new record in the second quarter
of 1968, rising to a seasonally adjusted annual rate of $91 billion according to
preliminary estimates, the U,S. Department of Commerce announced today. This was
$2-1/4 billion above the preceding quarter's total and $11 billion above the figure

‘in the second quarter of 1967, when business activity was sluggish.

The earnings advance this spring centered in durable manufacturing industries and
in financial institutions, the Department's Office of Business Economics noted.
Automobile companies recorded further gains in the second quarter following a sharp
advance in the first. Primary metals producers reported a substantial second quarter
increase, and earnings of most other durables manufacturers were also higher,

Corporate profits taxes, which are computed on an accrual basis, were revised up
considerably in the first quarter to reflect the recent enactment of the tax sur-
charge, After a $4-3/4 billion rise from the fourth to the first quarter, taxes
rose a further $1 billion in the second quarter to reach an annual rate of $40-3/4

s billion ®

After-tax profits, at $50~1/4 billion in the April-June period, were up $1-1/4
¢ billion from a quarter earlier, and $3 billion above earnings in the second quarter
of 1967. This measure of profits was at a peak of $51-1/2 billion in the third
quarter of 1966,

Of the rise in after-tax income in the spring quarter, $3/4 billion was paid out
in dividends and the rest -~ about $1/2 billion -- went to undistributed profits. . °
Dividends are at record rates,bemt undistributed profits are considerably below the
highs reached in 1966, With tapital consumption allowances continuing to rise, ;‘
corporate cash flow (net of dividends) reached a record $72-~1/2 billion rate in the \‘\
second quarter, up $1~1/2 billion over the first. i v 3
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Corporate profits as measured for national income purposes (excluding gains or
losses due to the difference between the replacement cost of goods taken out of
inventory and their recorded acquisition cost) reached a seasonally adjusted annual
rate of $88-1/2 billion in the second quarter, $4-1/2 billion above the previous
quarter and well above the previous high of $85-1/4 billion in the fourth quarter ’
of 1966. Inventory valuation gains, which are excluded from book profits to derive .
the national income measure, are estimated at $2=3/4 billion as compared with $5
billion in the opening quarter of 1968; the decline reflected a slower price rise
in wholesale markets in the second quarter.

Nonfinancial corporations

Data for nonfinancisl corporations make possible a more intensive analysis of the
changes in dollar profits and shed light on trends in profits, costs and prices per
unit of output for a major part of the economy. The current dollar output of non-
financial corporations rose 2-3/4 percent, an advance about equal to that in the first
quarter. This represented an increase in physical volume of more than 1-3/4 percent
and a price rise of almost 1 percent.

Despite substantial increases in wage rates, unit labor costs were unchanged from
the first to the second quarter of 1968, Nonlabor costs per unit -- depreciation
charges, indirect taxes, and net interest -- rose 1 percent., Since the rise in prices
was much larger than the rise in total unit costs, profits per unit recorded their
sharpest quarterly gain since early 1965 and approached the level they had reached
in late 1965 and in 1966, The large rise in total profits in the second quarter thus
reflected both an increase in the volume of production and a rise in unit profits.

When demand slowed down in early 1967, corporations passed on only part of their
increased costs in the form of higher prices; lower profit margins absorbed the
remainder of the cost rise, Over the next year, however, unit prices kept pace with
increases in unit costs and unit profits were stable. The rise in pre-tax dollar
profits that occurred during most of this period was a reflection of increased volume
of output.

National Income

National income in the second quarter reached an annual rate of $704-3/4 billion,
$16-1/2 billion above the first quarter, according to preliminary estimates, In
addition to the increase in corporate earnings, employee compensation rose $10-1/4
billion and the other major components of national income -~ proprietors' income,
rental income, and net interest -- recorded small gains.
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Revised Second .Quarter GNP

Revised estimates based on more complete data indicate gross national product
(GNP) rose $20-1/2 billion in the second quarter to reach a seasonally adjusted
annual rate of $851-1/2 billion. The increase of 2-1/2 percent reflected advances
of 1~1/2 percent in the physical volume of production and 1 percent in overall prices.

The revised second quarter GNP is slightly higher than the preliminary estimate
released a month ago. Moderate upward revisions occurred in personal consumption
expenditures, business fixed investment, and inventory investment. Residential
structures and net exports of goods and services were revised downward.

The accompanying tables contain the figures for the second quarter of 1968
together with comparable data for recent periods. Additional data will appear in the
Migust issue of the Survey of Current Business, monthly magazine of the Office of
Business Economics,

The Survey is available from the Field Offices of the Department of Commerce
or from the Superintendent of Documents, U.S. Government Printing Office, Washington,
D.C, 20402, at an annual subscription price of $6, including weekly supplements;
single copy 45 cents,
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U.S. DEPARTMENT OF COMMERCE
OFFICE OF BUSINESS ECONOMICS

1965 1966 1967 1967 1968
It | mE | 1™ T | o
Seasonally adjusted at annual rates
Billions of dollars l
Gross product originating in
noifi:anciol corgporuiiogns ___________ - 377-6 )'1'13-8 "433-0 u28~ 5 i )+35.3 )4)+3.7 )‘"55-9 )“’68-)4'
Capital consumprion allowances— .- _________________ 35.4 38.6 Lo,2 41,7 ko.9 43,7 N L5, L
Indirect business taxes plus transfer payments less subsidies_ - 35T 36.5 38.8 38.5 39.2 39.7 Lo.T 41,6
Compensation of employees_ -~ _______________ 236.3 261.1 277.0 273.6 27187 283.9 292.5 298.3
Wages and salaries_ . _____________________________ 2127 23353 2u6.8 243.8 248,1 252.8 259.8 264.9
Supplements to wages and salaries . ____._____________ 23.6 2T 30.2 29.8 30.6 A 32.T 33.4
Net inferesteoroyssmes s sommtoe cme oo - oo o = S 6.0 T2 8.5 8.3 8.6 8.9 9.0 9.1
Corporate profits and inventory valuation adjustment_..______ 6h.1 TO. L 66.4 66.3 65.9 67.5 69.3. 139
g 65.8 T2.2 67.6 67.0 66.5 70.6 Th. b 76.6
Profits tex MabiReyceseconpmes oo e e 27.6 30.4 28.8 28.3 28.4 30.2 34.5 35.3
Profitsafter taxy ccsopssrssmme s —ar 38.2 41.8 38.8 38.7T 38.1 Lo.L 39.9- 41.3
R 7 16.9 19.1 20.1 20.5 20.5 19.4 20,7 21.8
Undisttibuted profitse s o onne crmey 2143 2.7 18.8 18.1 17.6 21.0 19.2 19.5
Inventory valuation adjustment________________________ 1.7 -1.7 -1.2 -. -.6 -3.1 -5.1 =2.7
Billions of 1958 dollars
Gross product originating in
nonfinancial corporations ______________ 357.8 385.5| 392.3 390.1 393.4 397.2 405.9 413.5
Dollars
Current dollar cost per unit
of 1958 dollar gross product 3
originating in nonfinancial corporations =/| 1,055 1,074 1,10k 1.098" 1,107 i i e 1123 1.133
Capital consumption alloWances.. - - oo .099 .100 .108 .107 .109 .110 ., 109 .110
Indirect business taxes plus transfer payments less subsidies_____ .100 .095 .099 .099 .100 .100 .100 .101
Compensation of employees_—___________________________ .660 67T . 706 .TOL .T08 . T15 .T21 121
Net interest. wosoosinspeunesE o ms s iismnrs e Hankid .019 .022 021 .022 .022 .022 .022
Corporate profits and inventory valuation adjustment__________ 179 .183 . 169 .170 .168 .170 <171 -179
R N S S 07T 079 .07T3 .073 .072 .076 .085 . 085
Profits after tax plus inventory valuation adjustment. - .102 1ok .096 .097 .095 .09L .086 .093

1/ Excludes gross product originating in the rest of the world.

é/ Second quarter 1968 corporate profits and related totals are preliminary and subject to revision next month.

3/ This is equal to the deflator for gross product of nonfinancial corporations, with the decimal point shifted
two places to the left.

Sourcs: .S. Department of Commerce, Office of Business Economics.

USCOMM-DC 9369-F&3
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ForRm BE-681 U.S. DEPARTMENT OF COMMERCE
(3-7-66) OFFICE OF BUSINESS ECONOMICS

NATIONAL INCOME BY TYPE OF INCOME
(Billions of dollars)

1967 1968 1/
1965 1966 1967 | m | W 1 =
easona y a juste at annual rates

National income ............. 564.3 620.8 652.9 645.1 656.9 670.9 688.1 TOk. T

Compensation of employees .. .............. 393.8 435.6 468.2 L61.8 471.5 482.7 496.8 507.1

Wages and salaries ................... 358-9 391"--6 423 A )-l-lT.6 )+26.3 )4-36.}-" 4108.3 )4-57.6

Private. vswsowssanssasan canass 289.6 316.9 337.1 332.8 339.4 346.0 355.7 362.8

Militarys. cucosnsssamsmepansans 12.1 4.6 16.3 15.9 16.1 ;& i 175 1T.8

Government civilian............... 571 63-1 TO.0 68.8 70.8 T3+3 To.2 TT7.0

Supplements to wages and salaries...... 35.0 b1.1 MI-.S 1&11-.2 )4-5.2 46.2 ll-8.’+ ’-l»9.,+
Employer contributions for

Y T 16.2 20.2 | 2L.5 21.3 21.6 22.1 | 23.5 23.7

Other labor income ............... 18-7 20.8 23-3 229 23.7 2‘4’.2 25-0 25.7

Proprietors’ income ..........c0iitiiaan.. 5T+3 &-7 &.T 60.5 61.2 61-1 61.8 62.6

Business and professional............. 2.4 M-8 }'1-6-3 '4'6'1 1‘66 l|~6-8 )47-2 ,4—7.8

Y WO 14.8 15.9 1.k 1h.k 14.6 14.3 14.6 14.8

Rental income of persons...........covvunn 19.0 19.8 20.3 20.2 20.4 20.5 20.7 20.9

Corporate profits and inventory

valuation adjustment . ......coiiiaann.. 76-1 83-9 80-)4‘ 79-6 80-2 82-3 83.8 88.’4-

Profits before taxa vounni saidesiriaies 77-8 85-6 81-6 80'3 80.8 85-1* 88~9 9l1.1

Piokite tax Tiability o e smasssans 3L.3 34.6 33.5 33.0 33.2 35.1 39.8 L0.8

Profits after tax: s nseisiviimvareess )4'6.5 51.0 48.1 h'73 h76 50.3 h’9l 50.3

Divtdends::nissisnsineieEis 19-8 21-7 22-9 23-2 235 22.5 23-6 2"’-)4'

Undistributed profits ......... 26'7 29.3 25.2 2h.1 24,1 27.9 25.5 25.9

Inventory valuation adjustment......... -L.7T -1.7 -1.2 - .7 -.6 -3.1 -5.1 -2.7

ol Ftarent s e vo s R e T aaEs 18.2 20.8 23.3 22.9 23.6 2k.3 25.0 25.8

}/ Second quarter 1968 corporate profits and related totals are preliminary and subject to revision next month. o e

Source: U.S. Department of Commerce, Office of Business Economics.



Form BE-679
(2-28-66)

GROSS NATIONAL PRODUCT IN CURRENT AND CONSTANT DOLLARS

U.S. DEPARTMENT OF COMMERCE
OFFICE OF BUSINESS ECONOMICS

1967 1968 1967 1968
1965 1966 1967 II J III ] v I I II 1965 1966 1967 IT | III n I J II
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of current dollars Billions of 1958 dollars
Gross national product . ....ovvvuenniiinriinnnn. 68L.9 7.6 789.7| T780.2 | 795.3 811.0| 831.2 | 851.6 | 617.8 65T7.1 673.1| 669.2 | 675.6 681.8 | 692.7 T02.3
Personal ption expenditures...........eeveernnnnnnn.. 432.8 465.5 Lko2.2 | 490.3 | 495.5 502.2 | 519.4 | 527.6 | 397.T 417.8 430.5| 431.2 | 431.8 L3k.1 | bhh.g | uu7.5
DUERBIE B0, rcnesroimisrmis s s i SR S A R S 66.3 70.5 7.6 T3.4| T3.1 ™.2| T79.0 | 80.9 | 66.6 T1.3 T2.4| T3.T| T2.6 73.0| T7.3 | 78.9
Nondurable goods. . 191.1 206.7 215.8 | 215.3 | 216.4 218.4 | 226.5 | 228.2 | 178.6 186.9 191.1| 191.6 | 191.1 191.6 | 196.5 | 196.2
Services ....eveenns 175. 188.3 203.8 | 201.6 | 205.9 | 209.6| 213,9 | 218.4 | 152.5 159.5 167.0| 165.9 | 168.1 169.5 [ 171.0 | 172.5
Gross private domestic investment .. ........ccouvireennnn... 108.1 | 120.8 | 11%,3| 107.6 | 114.7 | 121.8| 119.7 | 127.k | 99.2 | 108.8 99.5| 9k.2 | 99.3 | 10k.7| 101.5 | 107.8
Bixed investmentu:vsivmaims s msmasdvanar i 98.5 106.1 108.2 | 105.%k | 109.3 113.5 | 117.6 | 117.% 90.1 94.9 93.6 92.0 9k.0 96.7 99.5 98.4
Nouresidential .. ..... i B R AR SRS T1.3 81.3 83.6| 82.7| 83.3 85.0| 88.6 | 87.9 | 66.3 73.8 T3.-T| T3:.3:| T3:2 .0 | 76.5 | 75.4
SUCIIre S s o T RS R TS R 25.5 28.5 27.9| 27.2 27.7 27.7| 29.6 28.2 22.3 23.9 22.6 22.1 22.2 22,1 23.k | 21.9™
Producers’ durable equipment . .....ccceeeeieeranan .. Ls5.8 52.8 55.7 55.5 55.6 57.3 59.0 59.8 bl 0 49.9 51.1 51.1 51.0 52.0 53.0 | 53.5
Regidential stractiures: i oo .y iliasa s is sessniassosoessivs 27.2 24,8 2h.6 22.7 26.0 28.5 29.1 29.5 23.8 21,1 19.9 18.7 20.8 22.7 23.0 23.0
Nom At S e S o S i s e 26.7 2.3 2h.0| 22.1 25.4 27.9| 28.5 28.9 23.4 20.7 19.5 18.2 20.3 22.2 | 22.6 | 22.5
SR N A es S K BN 5 5 .6 .6 .6 .6 6 .6 .5 .5 .5 .5 5 5 5 .5
Change in business INVeNtories. .. ouveenrrennnrnneannnnnn 9.6 .7 6.1 2.3 53 8.3 2.1 10.0 9.0 13.9 5.9 2.3 5.2 8.0 2.0 9.4
1 SR e i I L A 8.6 k.9 5.6 2.2 4.8 T.X 1.6 9.7 8.1 1k,1 5.3 2.1 b.5 6.7 1.6 9.1
1T AR A ARt 1.0 -.2 &5 Bic® .6 1.2 A o .9 -.2 .6 2 T 1.3 R 3
Net exports of goods and services..........oveeeeennnnnnnn.. 6.9 5.1 4.8 5.1 5.4 3.k 1.5 .9 6.2 4.0 2.4 2.8 | .3 1.0 wl | a2,2
Dt ot 0 cron e e e aia e a(atm e e e o S Ay S 39.2 k3.1 45.8 45,5 k6.1 k6.0 | u7.5 k9.0 37.4 bo.1 h1.8 bi.7 u2.1 k1.9 Lo | 4.1
e e e ot 32.3 38.1 b1,0| Lo.k %0.6 k2.6 | u6.0 48.1 31.2 36.1 39.3 38.9 39.1 Lbo.9 | Lk.1 | 46.2
Government purchases of goods and services ................. 137.0 156.2 178.4 177.3 179.6 183.5 | 190.5 195.6 11%.7 126.5 o, 7| 141.0 | 141.L 142.0 146.5 19,2
FEdRral oo coiusivviane smna s dam s e SR R s S S 66.9 7.4 90.6| 90.0 91.3 93.5| 97.1 | 100.0 57.9 65.2 T%.8 75.1 | 75.6 75.6 78.1 | 80.1
National defense .. vivvaisvenaavisnsivassnnssi e 50.1 60.6 2.4 2.1 2.9 .6 76.8 790 |rmaaci | aseas saaess| wsaid kel
0 e Ty T 16. 16.8 18.2 17.9 18.4 19.0 20.3 21.0 | mmmmm | mmmme | eeeee _——
State and ool v i s e A 0.1 78.8 87.8 87.2 88.4 90.0 [ 93.4 95.6 56.8 61.3 65.9 66.0 65.8 66.4 68.4 | 69.1
Addendum:
Implicit price deflator for seasonally
adjusted GNP, 1958=100. .. .. .vvvuneeneeneanrnainannnn 110.9 113.8 117.3| 116.6 | 117.7 | 118.9| 120.0 | 121.2 -——
USCOMM-DC 29317-P66

Source: U.S. Department of Commerce, Office of Business Economics.
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