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PROFITS from current production—
profits before tax with inventory valu-
ation adjustment (IVA) and capital
consumption adjustment (CCAdj)—in-
creased $10%2 billion in the first quar-
ter of 1986, following a $6 billion de-
cline in the fourth quarter of 1985.

Domestic profits of nonfinancial
corporations increased $7% billion in
the first quarter, following a decline
of $11% billion in the fourth, reflect-
ing increases both in real gross corpo-
rate product and in profits per unit of
product. The increase in unit profits
resulted from a larger increase in
unit price than in unit cost.

Domestic profits of financial corpo-
rations increased $4 billion in the
first quarter, following an increase of
$1 billion, and profits from the rest of
the world declined $1 billion, follow-
ing an increase of $4% billion.

Profits - before tax.—Profits before
tax (PBT) declined $17 billion in the
first quarter, following an increase of
$5% billion in the fourth. The con-
trast between the increase in profits
from current production and the de-
cline in PBT is due to the CCAdj,
which declined $% billion, and to the
IVA, which increased $28 billion.
Both of these adjustments are reflect-
ed in the current production measure
but not in PBT.

The CCAdj is the difference be-
tween depreciation based largely on
tax accounting, on the one hand, and
economic depreciation as defined by
BEA, on the other. The IVA removes
the capital-gains-like element from
profits when inventory prices in-
(..case; likewise, it removes the cap-
ital-loss-like element when inventory
prices decline. In the first quarter, in-
ventory prices declined substantially,
following increases in the ' fourth
quarter. For example, the Producer
Price Index, a major source for esti-
mating the IVA, declined 5% percent
(annual rate) in the first quarter,

with petroleum prices accounting for
much of the decline; in the fourth
quarter, the index had increased 2%
percent. As a result of the drop in in-
ventory prices, the IVA swung to $18
billion from negative $10 billion; most
of the first-quarter IVA was in indus-
tries with substantial petroleum in-
ventories—mining, petroleum manu-
facturing, utilities, and trade (which
includes gasoline service stations).

Profits with IVA but without
CCAdj.—The measure of profits esti-
mated by industry increased $11 bil-
lion, following a decline of $9%% bil-
lion. A $7% billion increase in the
profits of nonfinancial corporations
was more than accounted for by retail
trade and communications; manufac-
turing profits declined.

Retail trade profits increased $6 bil-
lion, as sales increased. Communica-
tions profits increased sharply, follow-

'ing a steep decline; on average over

the two quarters, profits were in line
with profits over the preceding year
and a half. Cost reductions by tele-
phone companies played a role in the
first-quarter increase.

SITUATION

In manufacturing, profits declined
$6% billion, following a $3% billion
decline in the fourth quarter; in both
quarters, declines in profits of non-
durables manufacturers more than
offset increases in profits of durables

- manufacturers.

Within  nondurables, petroleum
profits dropped $11% billion, to $9 bil-
lion; $8% billion of the drop reflected
a fine paid to the U.S. Department of
Energy by a major corporation in ac-
cordance with a Federal court ruling
that had found that the corporation
overcharged customers for crude oil
during 1975-80 in violation of Federal
oil price regulations. Profits of petro-
leum manufacturers were also de-
pressed in the first quarter by the
sharp drop in crude oil prices because
corporations in this industry also are
heavily engaged in the extraction of
domestic crude. Elsewhere in nondur-
ables, chemicals profits rebounded

$2% billion after a record $3 billion
decline; the industry benefited from
the drop in crude oil prices, which
lowered the cost of petrochemical
feedstocks, and from slightly higher
chemicals prices.

In paper, profits

Looking Ahead . ..

* Annual Revisions of the National VIncome and Product Accounts. Re-

Il vised estimates will be presented in the July Survey. The revisions cover

the period beginning with the first quarter of 1983 and incorporate new
source data and seasonal factors.

* Fixed Reproducible Tangible Wealth. Revised estimates of fixed repro-
ducible tangible wealth in the United States for 1983-85 will be presented
in the August Survey. The revisions will incorporate revised national
income and product account estimates.

.» Local Area Personal Income, 1979-84. A nine-volume publication con-
taining total and per capita personal income, as well as additional detail
on the sources of personal income by type and major industry, will be
available in July. The publication presents estimates for all States, metro-
politan statistical areas, and counties. Order information will appear in
the SURVEY.

* Pollution Abatement and Control Expenditures. Revised estimates of
U.S. expenditures for pollution abatement and control for 1972-83 and es-

timates for 1984 will appear in a forthcoming issue of the SURVEY.
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-dropped from an unusually high
fourth-quarter level, while in printing
and publishing, profits increased from
an unusually low fourth-quarter level.

In durables manufacturing, the
largest increases were in fabricated
metals ($2 billion) and in lumber; the

surge in residential construction ac-
tivity brought on by low interest rates
was one factor behind the increases.
Profits of motor vehicles manufactur-
ers increased $1 billion, as a sharp in-
crease in auto output more than
offset both a decline in truck output

Table 1.—Revisions in Selected Component Series of the NIPA’s, First Quarter of 1986

Seasonally adjusted at annual rates Percent change from
preceding quarter at
5 5 annual rates
-day -day -
estimate estimate Revision 45-day 15-day
estimate estimate
Billions of current dollars
GNP 4,121.3 4,115.7 —5.6 6.3 5.7
Personal consumption expenditure: 2,669.1 2,668.2 -9 53 52
Nonresidential fixed investment 480.3 479.1 —-1.2 -95 —10.4
Residential investment 197.8 198.2 4 115 12.4
Change in business inventories 374 39.9 25
Net exports —99.8 —105.8 —6.0
Government purchases 836.6 836.2 —4 -93 —94
National i 3,315.6 3,314.9 -1 5.9 5.6
Compensation of employees 2,462.8 2,463.1 3 59 6.0
Corporate profits with inventory valuation and capital
consumption adjustments 314.2 313.7 -5 15.5 147
Other 538.7 538.1 6 -4 -1.0
Personal i 3,398.5 3,397.5 -1.0 5.4 5.3
Billions of constant (1982) dollars
GNP 3,623.5 3,616.9 —6.6 3.7 29
Personal consumption expenditures 2,354.3 2,352.3 -2.0 42 3.8
Nonresidential fixed investment 469.8 469.5 -3 —13.0 —133
Residential investment 177.8 179.6 1.8 53 9.7
Change in business inventories 33.0 35.3 2.3
Net exports —1303 —138.1 7.8
Government purchases 718.8 7183 -5 —13.6 —138
Index numberé, 1982=100*
GNP price index (fixed weights) 1144 114.5 1 2.3 2.5
GNP price index (chained weights) 2.0 21
GNP implicit price deflator 113.7 113.8 1 25 2.9

1. Not at annual rates.

Nore.—For the first quarter of 1986, the following revised or additional major source data became available: For personal
consumption expenditures, revised retail sales for March, used car sales for the quarter, consumer share of new car purchases for
March, and consumption of electricity for February; for nonresidential ({ixed tnvestment, revised manufacturers’ shipments of
equipment for March, revised construction put in place for March, and business share of new car purchases for March; for
residential investment, revised construction put in place for March; for change in business inventories, revised book values for
manufacturing and trade for March; for net exports of goods and services, revised statistical month merchandise exports and
imports for March, and revised service receipts for the quarter; for government purchases of goods and services, revised
construction put in place for March; for wages and salaries, revised employment, average hourly earnings, and average weekly
hours for March; for net interest, financial assets held by households for the quarter, and revised net interest received from
abroad for the quarter; for corporate profits, revised domestic book profits for the quarter, and revised profits from the rest of the
world for the quarter; and for GNP prices, revised residential housing prices for the quarter.
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and an increase in cost of sales incen-
tive programs. In nonelectric machin-
ery (which includes computer manu-
facturing), profits declined $1% bil-
lion, reflecting a substantial decline
in sales.

Most of the $4 billion increase in
profits of financial corporations was
accounted for by insurance, especially
property and casualty insurance
where reduced claims and expenses in
the first quarter, in conjunction with
rate increases in previous quarters,
produced a swing from losses to prof-
its. Current net earnings of Federal
Reserve Banks, which are treated as

_corporate profits in the NIPA’s, also

increased; an increase in Federal Re-
serve holdings of Federal debt instru-
ments more than offset a decline in
interest rates.

Profits from the rest of the world
declined $1 billion. Profits of U.S.-
owned corporations abroad were flat,
while profits of foreign-owned corpo-
rations in the U.S. increased.

* ok k
First-quarter NIPA revisions

The 75-day revisions of the national
income and product accounts esti-
mates for the first quarter of 1986 are
shown in table 1. The downward revi-
sion of GNP was more than accounted
for by net exports, reflecting the in-
corporation of the recently released
revision of the balance of payments
accounts.
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National Income and Product Accounts Tables

ington, DC 20230.

Revised estimates in this issue: First quarter 1986. ] ]
The full set of National Income and Product Accounts estimates shown regularly in this part of the SUrRvEY are now available on diskette
for $240 per year (12 updates). For more information, write to the Bureau of Economic Analysis (BE—54), U.S. Department of Commerce, Wash-

Table 1.1.—Greoss National Product

Table 1.2,—Gross National Product in Constant Dollars

[Billions of dollars} [Billions of 1982 dollars]
S Ily adjusted at I rates Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986 1984 | 1985 | 1984 1985 1986
v I I m v Ir v I I m v I
Gross national product...... 3,774.7 | 3,988.5  3,852.5 | 3,917.5 | 3,960.6 | 4,016.9 | 4,059.3 | 4,115.7 ] Gross national product...... 3,492.0 | 3,570.013,515.6 | 3,547.8 {3,557.4 { 3,584.1 | 3,590.8 | 3,616.9
Personal consumption Personal consumption
penditures 2,423.0|2,582.3 | 2,480.1 | 2,525.0 [2,563.3 | 2,606.1 | 2,634.8 | 2,668.2 expenditures..............c.oeeurcinner 2,239.9 (2,313.0 | 2,262.0 | 2,288.6 | 2,303.5 | 2,329.6 | 2,330.4 | 2,352.3
Durable goods 331.1| 361.5; 341.5] 3515| 356.5| 376.0| 362.0| 363.1 Durable goods.... 318.6| 3453| 327.6{ 335.0| 340.3| 359.3| 346.7| 346.1
Nondurable goods. 87241 91221 883.1| 895.7| 9102 914.5| 9283 9356 Nondurable goods. 828.0| 846.9| 828.6| 839.9| 846.7| 8498 851.1; 864.9
Servi -] 1,219.6 11,308.6 |1,255.4 | 1,277.811,296.6 | 1,315.6 | 1,344.6 | 1,369.5 Services 1,093.311,120.8|1,105.81,118.71,116.5 [1,120.4 |1,132.6 [ 1,141.4
Gross private domestic Gross private domestic
investment 674.0| 669.3| 676.2| 657.6| 672.8{ 666.1| 680.7| 717.2 investment 661.3] 649.0| 659.9! 639.6| 655.6! 645.0] 655.7| 684.4
Fixed investment .. 607.0| 661.8( 637.2| 639.1| 6573} 665.9| 6850| 6713 Fixed investment . 598.6| 6433} 623.8| 623.8| 640.5| 646.8| 662.0| 649.1
Nonresidential 4279 476.2| 4581 459.6| 474.2( 4785| 4925| 479.1 Nonresidential 4303 472.0] 457.8| 457.2| 470.9| 473.7| 486.5| 469.5
Structures... 147.6| 1702 157.2| 166.1( 169.7{ 170.4| 1745 169.1 Structures... 148.7| 1658 156.0| 163.2| 1653| 1658 1687| 161.8
Producers’ d Producers’ durable
i 1t 280.2| 306.0| 300.9| 293.5| 3045| 308.1| 318.0| 309.9 qUIPMENt ........ocvrerrieninens 281.6| 306.3| 3019 293.9( 305.6| 307.9| 317.8| 307.7
Residential 179.1| 185.6| 179.1] 179.4; 183.1| 187.4| 192.5| 1982 identi 16831 171.2| 166.0| 166.7| 169.6( 173.1| 1755| 179.6
Change in business Change in business
inventories.. 67.1 75( 39.0| 185 155 2| —43] 399 INVeNtories.......cccirieriversensnns 62.7 57 361| 158| 151| -18| -63| 353
58.0] 11.8] 364| 142| 108 3.1(. 19.0] 407 Nonfar 5691 106| 346| 118| 107 16| 182( 362
91{ -43 2.6 43 47| —-29| —233 -8 Farm 68] —48 15 4.0 45 —84| -245| -8
Net exports of goods and Net exports of goods and
services ... | —59.2| —78.5| —72.2| —42.3| —-70.3| —87.8{-113.4|—105.8 SEEVICES .oocvvecivercarrnsienarreneisesnenens —85.0 —10|8.4 —100.21 —71.8|—101.1|—119.8 |—140.8 |—-138.1
Export: 384.6| 369.9| 389.5| 379.6| 369.2| 363.2| 367.8( 3744 Exports 870.9| 859.9( 377.3| 368.7| 858.2| 353.5| 8592 365.0
Import 443.8| 4484 461.7| 4219 4395| 451.0 481.2| 480.2 Import: 455.9| 468.3| 477.5( 440.5] 459.3| 473.3| 500.0{ 503.0
Government purchases of goods Government purchases of goods
and Services.........ioiciveinrennes 736.8| 8154 7684 777.2) 794.8| 832.5| 857.2( 836.2 and Services........uuinirerieereneed 675.9| 7164 693.9| 6914 6994 720.2| 7455| 718.3
Federal.........ccmcincsivvininnns 312.9| 855.4| 3329| 334.4| 337.8| 364.8) 384.7| 357.1 2925| 822.6| 807.3| 304.3( 3059| 331.1| 3849.0{ 319.1
N d 237.0| 261.9| 247.5| 249.5| 256.0| 269.9| 2721} 268.0 National defense 2203 2357 227.9) 226.7| 231.5| 243.3| 241.3| 238.0
Nondefe 760 936| 854| 849 8L7| 950 1126|  89.1 Nondefe 728| 869 795 T7.6{ 743 879 1077| 811
State and local .......cvivereicnnccc 4239| 460.0| 4355 442.8] 457.1| 467.7| 4725 479.0 State and local .....cccccccrerrrerrrrrenens 383.3| 393.8| .386.6 387.1| 393.6| 398.1| 396.5| 399.2

Note.—Percent changes from preceding period for selected items in this table are shown in

table 8.1.

Table 1.3.—Gross National Product by Major Type of Product

Nore.—Percent changes from preceding period for selected items in this table are shown in

table 8.1.

Table 1.4.-—Gross National Product by Major Type of Produet in
Constant Dollars

[Billions of dollars} [Billions of 1982 dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986 1984 | 1985 | 1984 1985 1986
v I H m v I v I I m v Iy
Gross national product......| 3,774.7 (3,988.5 | 3,852.5 | 3,917.5 | 3,960.6 | 4,016.9 | 4,059.3 | 4,115.7 Gross national product 3,492.0 | 3,570.0 | 3,515.6 | 3,547.8 | 3,557.4 | 3,584.1 | 3,590.8 | 3,616.9
Final sales..........conmmreeeeemmemnnnrenes 3,707.6 | 3,981.1 | 3,813.53,899.0 (3,945.0 1 4,016.7 | 4,063.6 {4,075.7 Final salesl.). ................................ 3,429.3 |3,564.3 | 3,479.5 | 3,582.0 | 3,542.3 | 3,585.8 | 3,597.1 | 8,581.6
Change in business ’ Change in business
invgntories‘:.l.l‘ ........................... 67.1 7.5 390| 185| 1565 2| —43| 399 INVENLOTIES ovvunreeraservenrecnaisressnes 62.7 57| 861| 158| 151] -18{ —63| 353
Goods 1,585.8 [1,639.3 | 1,604.0 | 1,628.4 | 1,636.0 | 1,650.8 | 1,642.2 | 1,668.6 Goods 1,506.411,532.4 |1,510.5 [1,530.3 [1,531.5 [ 1,541.0 | 1,526.8 | 1,548.5
Final sales .....c.ccooemcivirinreeionnd [1,518.8 [1,631.9 (1,565.0 | 1,609.8 | 1,620.5 | 1,650.6 | 1,646.5 | 1,628.7 Final sales].). ............................... 1,448.7 [1,526.7 | 1,474.4 | 1,514.6 |1,516.3 {1,542.7 (1,533.1 | 1,513.1
Change in business Change in business
invgntories,.m 67.1 7.5 39.0] 185| 155 21 —-43] 399 inventories.. 62.7 57| 861| 158| 151| -—-18) -63| 353
Durable goods 679.5] 709.2| 701.9| 7062 7059 714.8| 710.0| 709.8 Durable goods 6554 676.5; 672.6| 673.1| 6742] 680.3] 678.6| 676.5
Final sales .. 642.5| 702.8| 672.6| 689.4) 7040 721.2} 696.7| 681.1 Final sales}.,. 619.9| 670.8| 644.8| 651.2| 6726 686.4| 666.8( 650.1
Change in business Change in business
Yy invgntories 37.0 64] 293| 169 18| —64( 134 287 inventories 35.5 58| 27.9] 158 16| —61]| 118| 263
Nondurable goods 906.3| 930.1| 902.2| 9221 930.2| 9359} 9322} -958.8 Nondurable goods . 851.0| 855.9| 837.9| 857.3| 857.3| 860.7| 848.3| 872.0
Final saleg. 876.21 929.0| 8925| 920.5( 916.5| 929.4| 949.8| 9476 Final salesl.,. 8239 8559| 829.6| 857.3| 843.8| 856.3| 866.3| 863.0
Change in b Change in bu
invgntories.. 30.1 11 9.7 16 137 66| —17.7| 112 inventories.. 27.1 0 82y -—.1| 135 441 —180 9.0
Services 1,806.6 | 1,930.5 (1,855.6 | 1,887.6 (1,908.2 (1,939.9 | 1,986.4 | 2,014.5 Services .| 1,615.4 |1,644.2 | 1,630.1 | 1,636.0 | 1,633.9 | 1,643.4 | 1,663.5 | 1,669.7
SEIUCLUrES ....ccvvveinrcirnnrerraresiarernnes 382.2| 418.7( 3929 401.5| 4163 426.2| 430.6| 4325 SEPUCEUTES ...ccoorrrerreeerarernsseracarins 370.2| 3934 375.0( 3815 392.0| 399.7| 400.5| 398.8

Note.—Percent changes from preceding period for selected. items in this table are shown in

table 8.1.

Nore.—Percent changes from preceding period for selected items in this table are shown in

table 8.1.
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Table 1.5.—Relation of Gross National Product, Gross Domestic
Purchases, and Final Sales to Domestic Purchasers

[Billions of dollars]

Seasonally adjusted at annual rates
1984 | 1985 [ 1984 1985 1986
v 1 I m 1A% I

Gross national product.................. 3,774.7 |3,988.5 | 3,852.5 | 3,917.5 | 3,960.6 | 4,016.9 | 4,059.3 | 4,115.7
Less: Exports of goods and

services 384.6| 369.9| 389.5) 379.6| 369.2| 363.2| 367.8| 3744
Plus: Imports of goods and

service 443.8| 448.4| 461.7| 421.9| 439.5| 4510 481.2| 480.2
Equals: Gross domestic

purchases L...........cococeenivcaiennnas 3,833.9 |4,067.0 | 3,924.7 | 3,959.8 [ 4,030.9 [ 4,104.7 [ 4,172.7 | 4,221.5
Less: Change in business

INVEDLOTIES. . coucesencereiseccrrecersrecrens 67.1 75|  89.0| 185| 155 2| —43] 399
Equals: Final sales to domestic

purchasers 2 ..] 3,766.8 [4,059.5 | 3,885.7 | 3,941.3 | 4,015.4 |4,104.5 | 4,177.0 | 4,181.6

1. Purchases in the United States of goods and services wherever produced.
2. Final sales in the United States of goods and services wherever produced.

Nore.—Percent changes from preceding period for selected items in this table are shown in

table 8.1

Table 1.7.—Gross National Product by Sector

[Billions of dollars]

Seasonally adjusted at annual rates

June 1986

Table 1.6.—Relation of Gross National Product, Gross Domestic
Purchases, and Final Sales to Domestic Purchasers in Constant Dollars

{Billions of 1982 dollars]

Seasonally adjusted at annual rates
1984 | 1985 ( 1984 1985 1986
v 1: II 1151 v Ar

Gross national produci.................. 3,492.0 [ 3,570.0 | 3,515.6 | 3,547.8 | 3,557.4 | 3,584.1 | 3,590.8 | 3,616.9
Less: Exports of goods and

servi 370.9| 359.9| 877.3| 368.7| 858.2| 853.5| 359.2| 365.0
Plus: Imports of goods and

services 455.9| 468.3| 4775 440.5( 459.3| 4733 500.0| 503.0
Equals: Gross domestic

purchases L........oirvirncrsennns 3,577.0 | 3,678.4 | 3,615.8 | 3,619.6 | 3,658.5 ( 3,703.8 | 3,731.7 | 3,755.0
Less: Change in business

inventories.... 62.7 57| 361 158( . 151| ~18| —-63| 3853
Equals: Final sales to domestic

PUrchasers 2............ciniernnnnd 3,514.3 | 3,672.7 | 3,579.7 | 3,603.8 | 3,643.4 (3,705.6 | 3,737.9 | 3,719.7

1. Purchases in the United States of goods and services wherever produced.
2. Final sales in the United States of goods and services wherever produced.

Note.—Percent changes from preceding period for selected items in this table are shown in
table 8.1. :

Table 1.9.—Relation of Gross National Product, Net National Produet,
National Income, and Personal Income

[Billions of dollars]

1984 | 1985 | 1984 1985 1986
v ; I - v - Gross national product.......... 3,174.7|3,988.5 | 3,852.5 [3,917.5 | 3,960.6 | 4,016.9| 4,059.3 | 4,115.7
Less: Capital consumption
allowances with capital
Gross national product...... 3,774.7 | 3,988.5 | 3,852.5 | 3,917.5 | 3,960.6 | 4,016.9 | 4,059.3 | 4,115.7 ¢ ption adjust t 4189 4884 42771 4305 493.8( 441.4( 4479 4505
Gross d tic product 3,726.7|3,947.7 3,805.6 | 3,874.7 | 3,920.4 | 3,977.2 [4,018.5 {4,077.7 Capital consumption
ross ic produc ,126.7 | 3,9417.7 | 3,805.6 | 3,874.7 | 3,920.4 | 3,977.2 | 4,018.0 | 4,077, allowalnoes without
iness. 193,270.6 | 3,327.813,365.5 | 3,414.23,444.0 | 3,493.9 capital consumption
Business ) 3,2(7)&? 3251333015 |3.346.9 | 33705 | 3.432.2 AGUSEINNt .o 4198| 4789| 430.1| 457.9| 471.0( 4883| 4985| 5015
Nonfarm less housing . 2,946.9 | 2.990.0 |3,027.3 | 3,043.3 3,098.2 Lﬁgg;‘sclfrg‘;glon
Farg : “o| %aq| oan| is| ‘ean AJUSENENt v 8| 405 114| 23| 73| 469| s05] sL0
Statistical discrepancy 6 25| —49 2.5 21| -29 Equals: Net national product....... 3,355.8 |3,550.1 | 3,424.8 | 3,487.0 | 3,526.8 | 3,575.5 | 3,611.3 | 3,665.2
Households and institutions 140.8| 1349 136.9( 189.3| 141.9| 1451{ 1483 Less: Indirect business tax and
Private households ..... 950 91| 92| 94 96| 98| 100 nontax lability.........ceewervrerenens 310.6| 3284 317.4| 321.3| 320.8| 329.8| 3327| 3410
Nonprofit institutions 131.3| 125.9] 127.7| 129.8| 1323| 1353| 1384 Business transfer o ”
ts o173 193] 181 186] 191 196 .1 .6
Government . 419.0] 400.0[ 410.0| 4156| 421.2| 4294| 4355 payments.. - .
Fodoral . 1308! 1335| 138.3| 189.0| 1395| 1425 1432 Statistical discrepancy ......] —L15 61 —16 25| —47 2.5 21 -29
State and . 27921 266.5| 27L.7| 276.6| 281.6f 2869| 2922 Plus: Slubsidies less current
£ t
Rest of the world ... 408 469| 428] 402 396 407 379 ggrﬁigesgffffﬁ? .................. 101} 95| 74| 107| 95| 44| 135{ -84
Addendum: Eq National i 3,039.33,211.3 (3,104.4 (3,155.3 [3,192.2 {3,228.0 | 3,269.9 | 3,314.9
Gross domestic business Less: Corporate profits with
product less housing................ 2,903.8 inventory valuation and
c?ipital consumption 3 308 3
,—| i iod fa lected items in this table are shown in adjustments. 273.3) 295.5) 276.2| 281.7( 2881 09.1 1| 3187
tanyoTE ~Percent changes from preceding period for selected items Net interest. 3002| 287.4| 3070| 3029| 2924/ 2818 2728 2678
Contributions for social
winsurance.‘i....l ..................... 32521 8549| 331.7| 3480| 3529| 356.4| 362.3| 3709
— 3 H age accruals less
Table 1.8.—Gross National Product by Sector in Constant Dollars A A e ] 2| _a 6 1l _1el o 0 0
[Billions of 1982 dollars] Plus: Government transfer
payments t0 Persons ................. 4374 465.2| 441.1| 459.0| 4619 468.6| 471.1| 4820
Seasonally adjusted at annual rates Personal interest income...| 442.2| 456.3| 461.3| 462.8| 460.5| 450.6| 4514 450.2
Personal dividend income ..} 74.6 78.9 76.9 7.9 8.7 79.1 79.8 82.1
1984 | 1985 | 1984 1985 1986 Business transfer
PAYICNLS.cvevveervrrrerecrnans 17.3| 193| 181 186 191| 19.6| 201| 206
.
v i1 o jm]w 1 Equals: Personal i 3,111.93,293.5|3,186.2  3,240.9 | 3.280.1 |3,208.5 | 3,354.3 | 3,297.5
Gross national product......| 3,492.0 |3,570.0 | 3,515.6 | 3,547.8 | 3,557.4 | 3,584.1 | 3,590.8 | 3,616.9
Gross domestic product................ 3,447.5 | 3,533.4 |3,472.6 | 3,508.9 3,521.2 | 3,548.6 | 3,554.7 | 3,583.6
B 3,062.1|3,004.6|3,039.9 3,051.1 |3,076.7 3,080.6|3,1074  Table 1.10.—Relation of Gross National Product, Net National Product,
Nonfarm. . .6 12,981.8 13,000.8 | 3,006.0 | 3,038.2 . . t Doll
! 512,717.012,734.1 |2,737.6 | 2,768.0 and National Income in Constant Dollars
. . ! Zggig 233:3 22313 2;(1)13 [Billions of 1982 dollars]
. X 3| —42| 23] 19| -26
Households and institutions...... X 120.1| 11811 1185| 119.4| 1205| 1221| 1235 Gross national product.................. 3,492.0 | 3,570.0 | 3,515.6 | 3,547.8 | 3,557.4 | 3,584.1 | 3,590.8 3,61‘}-9\
Private households ..... X 9.0 8.9 8.7 8.8 9.0 9.2 95 X ital ti Ll
Nonprofit institutions 3| 12| 1001 1098 1105 1115| 1129] ae e Capital with capital
Government . 3485| ‘351.2| 3499 s50.4| 3507 351.4| 3521 sH2T consumption adjustment ............ 4059 4282| 4110) 4152| 4201| 4266) 4312| 4336
Federal... 120831 1216) 121.0| 1214} 1215| 1217 121.7) 1220 Equals: Net national product.......| 3,086.1|3,146.8 | 3,104.6 | 3,132.6 | 3,137.3 | 3,157.5 | 3,159.7 | 3,183.3
State and . 228.2| 229.6( 2289 2201} 229.2| 229.7| 2304 2307 ) )
Less: Indirect business tax and
Rest of the world ... 445! 366! 430] 389 362| 354| 361| 334 nontax liability plus business
Addendum: transfer payments less
endum: subsidies plus current surplus
Gross domestic business of government enterprises.......| 290.3| 207.1| 292.2| 2958| 295.4| 298.6| 298.5| 3023
product less housi 27138 Statistical discrepancy ....... 14 5| —70| 28| -42| 28| 19| 26
lI;{o’rSE.l—Percent changes from preceding period for selected items in this table are shown in  Equals: National i 2,797.2 | 2,849.1 |2,819.4 | 2,834.6 { 2,846.1 | 2,856.6 | 2,859.3 | 2,883.6
table 8.1.
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Table 1.14.—National Income by Type of Income

[Billions of dollars]

Seasonally adjusted at annual rates

1984 | 1985 | 1984 1985 1986
v I I m v Ir
National income .................. 3,039.3 |3,211.3 | 3,104.4 | 3,155.3 | 3,192.2 | 3,228.0 | 3,269.9 | 3,314.9
Comp tion of employ .| 2,221.3 (2,372.5 | 2,278.5 | 2,320.4 | 2,356.9 | 2,385.2 | 2,427.5 | 2,463.1
Wages and salaries 1,885.211,960.311,884.411,917.7(1,947.6 | 1,970.1 | 2,005.8 | 2,035.4
Government and
government enterprises.....| 346.3| 370.6| 354.7| 362.6| 3674 372.6] 879.7{ 3849
Other .11,488.91,589.711,529.8 | 1,555.1 }1,580.2 11,597.5 | 1,626.11,650.5
Supplements to wages and
salaries.. 386.2| 41221 394.0| 402.7| 4094 4151 421.7| 4277
Employer contributios
social insurance 19281 2058 196.8| 201.8( 204.6; 206.7| 210.2] 2134
Other labor income... 193.4] 206.4| 197.2| 2009| 204.8| 2084| 2115 2143
Proprietors’ income with
inventory valuation and
capital consumption
AdJuSTMENES o..oevreirerecirerrarns 233.7 2422 232.9) 2394 240.9| 2375 250.9) 250.6
Farm 321 212 266{ 265 228 .122| 233] 155
Proprietors’ income with
inventory valuation
adjustment 41.3) 299} 3858| 354 316| 209| 318! 238
Capital consumption
adjustment -93| —-87| -9.2| -89 88| 87| -85 —83
Nonfarm 201.6| 221.0( 206.3| 2129 2181 22563 227.6| 235.1
Proprietors’ income .. 183.6| 193.0| 1854| 1883} 190.3| 1953| 197.9| 2051
Inventory valuation
adjustment -5 -2 -2 -3 -2 4 —.6 —4
Capital consumption
adjustment.......ocrererrisnnn 185| 282) 212 249 279| 296 303| 304
Rental income of persons with
capital consumption
dj t 10.8| 138 9.7 110} 138} 145 159( 197
Rental income of persons........... 54.0 57.3| 538| 543 56.6| 58.1 60.3| 635
Capital consumption
adjustment...........coccenverecrnnens —432] —435| —44.1| —434| —428| —43.7| —44.4| —48.7
Corporate profits with
inventory valuation and
capital consumption
djust t 273.3| 295.5| 276.2) 281.7| 288.1 309.1{ 303.1| 313.7
Corporate profits with
inventory valuation
AdJUSEIMENL......ocerrrercrercriscrrnren 224.6| 226.3| 220.6| 2209 233.2( 223.7| 2347
Profits before tax 6| 2253 228.0( 220.0| 218.7| 2286 233.8) 216.6
Profits tax liability 936| -850 874| 834 823| 84| 81| 1797
Profits after tax.. 14401 1402 140.6| 136.6| 1364 141.1| 146.7| 1370
Dividends ..... 781| 835| 807 82.0| 831| 839 850 876
Undistributed profits.....| 659| 567 600 546 533] 57.8| 6L7| 494
Inventory valuation
djustment —54 —6] —16 K 2.2 47| -101| 180
Capital consumption
djustment 41.0| 170.9| 49.8[ 611 672 759 794| 79.0
Net interest.........ooivcvvernenicd 300.2) 287.4| 307.0{ 302.9| 2924| 281.8{ 2726 267.8
Addenda:
Corporate profits after tax
with inventory valuation
and capital consumption
djustments 1797 2104} 188.8| 198.3| 2058| 221.7| 216.0| 2340
Net cash flow with
inventory valuation and
capital consumption
adjustments...........c.coerverncce 358.2) 396.1| 369.9| 380.6) 389.5| 4087 405.8| 423.6
Undistributed profits with
inventory valuation and
capital consumption
adjustments . 1016, 1269, 108.2] 1163 1226 137.8; 131.0| 1464
Capital consumption
allowances with capital
consumption
adjustment........ccunieinnnd 25661 269.2; 261.8 264.3| 266.8| 270.9| 274.8] 2772
Less: Inventory valuation
adjustment ] =54 —6| ~-16 K 2.2 471 —10.1 18.0
Equals: Net cash flow.. 363.5) 396.8| 371.6] 379.9| 387.3] 404.0| 4158| 4056

5

Table 1.16.—Gross Domestic Product of Corporate Business in Current
Dollars and Gross Domestic Product of Nonfinancial Corporate
Business in Current and Constant Dollars

Seasonally adjusted at annual rates

1984 | 1985 | 1984 1985 1986
v]1]Jo]m|w]|r
Billions of dollars
Gross domestic product
of corporate business...... 2,283.6| 2,424.8 12,337.0 | 2,372.5 | 2,408.7 | 2,449.1 | 2,468.7 (2,510.5
Capital consumption allowances
with capital consumption
adjUStment ...co.oecerrerrervacseinresns 256.6| 269.2| 261.8| 264.3| 266.8( 2709 274.8| 277.2
Net d tic product 2,026.9]2,155.6 [2,075.212,108.312,141.9|2,178.2|2,193.9 | 2,233.4
Indirect business tax and
nontax liability plus
business transfer payments
less subsidies... .| 214.0] 22571 2187 220.2| 226.6| 227.2] 2289] 2356
Domestic income..... 1,812.9{1,929.8 11,856.5| 1,888.0( 1,915.3| 1,951.0 {1,965.0 [ 1,997.8
I tion of employ 1,504.111,599.1 {1,542.3| 1,567.3 1,590.4 | 1,606.5 | 1,632.3 | 1,654.4
Wages and salaries.............. 1,245.711,325.6 (1,279.2|1,299.5| 1,318.4( 1,331.1 {1,358.3(1,371.8
Supplements to wages
and salaries......covienee 25841 2785 263.11 267.8| 272.0{ 2754 279.0| 2826
Corporate profits with
inventory valuation and
capital consumption
adjustments 241.1] 2635 | 2485| 2504| 256.4| 278.8| 268.5| 279.8
Profits before tax 2054 1933 1953} 183.7| 187.1} 1983| 199.2) 1828
Profits tax liability 936]. 850| 874| 834| 823 874 871 797
Profits after tax. 111.8( 1083 | 108.0y 1053 104.8( 1109( 112.1| 103.1
Dividends. 67.1) 170.7| 684| 659 769] 69.8| T02| 703
Undistributed profits...| 44.7[ 37.6) '39.5| '39.5| 27.9| 410 419 328
Inventory valuation
adjustment...........ccoevennene —54 -6 =16 q 2.2 471 -101 18.0
Capital consumption :
adjustment 410] 709 498 611} 672 T59| 17941 790
Net interest 6771 612 706] 703] 685| 657 643| 636
Gross domestic product
of financial corporate
business...........cccovvecniiincns 1304 1444 131.8] 1355 1429 147.5] 151.6] 1609
Gross domestic product
of nonfinancial
corporate business........... 2,153.112,280.4 2,205.2| 2,237.0 | 2,265.8 | 2;301.6 | 2,317.1{ 2,349.6
Capital consumption allowances
with capital consumption
AdJUSEMENE .o.ovovririviiricirensrersnies 242:5| 253.7| 247.1] 2493 - 251.5| 2562} 2588/ 261.0
Net domestic product...........cccevveree 1,910.6 |2,026.7 |11,958.0§ 1,987.7 | 2,014.3 | 2,046.4 | 2,058.3) 2,088.6
Indirect business tax and
nontax liability plus
business transfer payments
less subsidies:... .| 202.2] 218.4| 206.7| 2082 2142 214.8| 216.3] 222.7
Domestic income 1,708.4 [1,813.3 |1,751.3] 1,779.5| 1,800.1 | 1,831.6 | 1,842.0{ 1,866.0
Compensation of employees... (1,401.6 [1,488.5{1,437.211,460.1{1,480.6 {1,494.71,518.3( 1,535.6
Wages and salaries ............ 1,161.111,234.211,192.3| 1,210.9} 1,227.8 |1,238.9{1,259.2 1,273.7
Supplements to wages
and salaries 240.6| 254.2| 244.9| 249.2| 2528 255.8| 259.1| 261.9
Corporate profits
inventory valuation and
capital consumption
adjustments 1) 2392 22411 229.8) 2322 253.1| 241.7) 249.2
Profits before tax 186.3| 170.8| 176.9| 169.6| 164.6| 1745 174.5| 1542
Profits tax liability 717} 610 653 609/ 580} 633 618] 524
Profits after tax. 1146} 109.8| 111.6| 108.6| 106.6| 1112 1127| 1018
ivi 72.1( 768 736 T71.7( 831 750( 755( 758
Undistributed profits...| 425| 335] 380 37.0| 235| 361} 372| 260
Inventory valuation :
adjustment.. —54 —6| —16 i 22 47} -10.1 18.0
Capital consumpf
adjustment 40.3 69.0 48.8 59.6 65.4 13.% 113 77.0
Net interest.......oeererervences 857 857 901| 896, 873 838 820 812
Billions of 1982 dollars
Gross domestic product
of nonfinancial
corporate business........... 2,039.3 | 2,095.8 | 2,061.0°| 2,077.3 | 2,087.2 ( 2,106.9 | 2,111.7 | 2,127.9
Capital consumption allowances
with capital consumption
adjustment .. 2371 2474 240.2) 2428| 2459| 249.0 251.8| 2542
Net d tic pr -11,802.111,848.4 11,820.8 [1,834.5|1,841.3 | 1,858.011,859.9 |1,873.7
Indirect business tax and
nontax liability plus
business transfer payments '
less subsidies | 1847 189.2) 186.1] 188.1( 188.2( 190.0| 190.6) 192.6
Domestic income... 1,617.5(1,659.2|1,634.6|1,646.4 | 1,653.1 [1,668.0 (1,669.211,681.1
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Table 1.11.—Command-Basis Gross National Product in Constant Table 1.17.—Auto Output
Dollars [Billions of dollars]
[Billions of 1982 dollars] o lly adjusted at 1 rates
Seasonally adjusted at annual rates 1984 | 1985 | 1984 1985 1986
1984 | 1985 | 1984 1985 19836 v 1 i m | Ir
v 1 il il v I
Auto output.. 1134 1063 1194 107.7| 1175 108.9| 115.7
Gross national product............... 3,492.0|3,570.0 | 3,515.6 | 3,547.8 | 3,557.4 | 3,584.1 | 3,590.8 | 3,616.9 Fi;al sa‘eii 108.6| 100.2| 1102} 108.6; 1229 924)| 1049
‘ersonal col

Less: Net exports of goods and expenditures. 114.1| 108.2| 1109 1125| 126.1| 106.7| 108.7
serv —85.0(|—108.4(-100.2| —71.8{—101.1|—119.8]|—140.8|—138.1 New autos 1| 872| 91| 820| 842{ 996| 832 866
J 3709| 359.9| 877.3| 368.7| 3582| 3535| 359.2| 365.0 Net purchases of used autos.| 28.0| - 268! 201| 289 283! 265 235| 222
455.9| .468.3| 477.5| 440.5| 459.3 473.3| 500.0| 503.0 Producers’ durable equipment.| 20.6| 23.2| 198 21.2| 224] 267 224 278

Equals: Gross domestic -
purch 3,577.03,678.4 3,615.8 | 3,619.6 | 3,658.5 | 3,703.8 | 3,731.7 | 3,755.0

Plus: Command-basis net
exports of goods and services....
Command-basis

—60.8| —82.0| —747

| 395.1| 386.3
455.9| 4683

—442] —735] -92.21-117.8|-110.9

396.3| 3858| 381.1) 3822 3922
4405 459.3| 473.3| 500.0| 503.0

402.8
4715

Equals: Command-basis gross
tional product 3,516.2|3,596.4 |3,541.2 | 3,575.4 | 3,585.0 1 3,611.6 | 3,613.8 | 3,644.1

Addendum:

Terms of trade 2.. 106.5) 107.3] 106.7| 1074 107.7| 107.8{ 1064 1074

1. Exports of goods and services deflated by the implicit price deflator for imports of goods and
services.

2. Ratio of the implicitod];rice deflator for exports of goods and services to the implicit price
deflator for imports of goods and services with the decimal point shifted two places to the right.

talI)\{cﬂ‘SE.l—Percent changes from preceding period for selected items in this table are shown in
e 8.1.

Table 1.19.—Truck Output
[Billions of dollars]

New autos.....cc..veerverssnrisseninesd 39.9) 435! 391} 421] 426 487 406| 428

Net purchases of used autos..| —19.3| —20.3( —194| —-209| —202| 220 —18.1| ~15.1
Net exports of goods and

service ~258| —30.3| —~29.3| —28.7| —27.9| —31.3| —88.4| —-33.9

Exports.. 4.9 6.1 5.0 6.3 57 6.5 6.0 6.5

Imports.. 30.7| 364| 343| 30.0( 335| 37.8| 444 404

Government purchases of
goods and Services..........c.r 16 16 1.5 1.9 16 14 16 2.3

Change in business inventories

of new and used autos.............. | 2.0 4.8 6.1 9.2 -9 —54 16.5 10.9
New. 2.0 34 73 911 —-15] —96 15.6 119
Used 0 14| ~1.2 1 6 42 9 -11
Addenda:
Domestic output of new
AULOS L ..ouereerinnrrenresensrrassesnens 86.5| 954 885 1028 87.7]| 97.2{ 93.9] 1048

Sales of imported new autos 2...| 37.6 45.0) . 40.7 37.2] 423| 496{ 508| 444

1. Consists of final sales and change in business inventories of new autos assembled in the
United States.

2. Consists of personal consumption expenditures, producers’ durable equipment, and govern-
ment purchases.

Table 1.18..—Auto Qutput in Constant Dollars
[Billions of 1982 dollars]

Seasonally adjusted at annual rates

Seasonally adjusted at annual rates

1984 | 1985 | 1984 1985 1986 1984 | 1985 | 1984 1985 1986
v 1 I it v Ir v 1 I 11 v Ir
Truck output *. .| 525] 575 56.2 55.2| b54.0) 592 61.6| 585 Auto output..................e....... 97.3| 104.0f 99.1( 1094 99.0 1084 98.9| 104.8
Final sales 498 572 53.8 55.7 54.2 58.7 60.2 52.1 Final sales .................. — 95.7| 100.1 93.4| 1020 1004| 1135| 846 96.0
Personal consumption Personal consumption !
exXpenditures............ovevvivervennenes 194] 242 204 232| 225| 263| 247 228 expenditures. 96.0| 102.3| 98.0f 99.2| 1008 1138 952 96.5
Producers’ durable equipment.} 31.3| 339| 345| 332( 832| 328 365( 309 New autos 730| 801 742 759| 775 9L5| T55| 179

Net exports of goods and
services —57| —67| —-59| -—-66| —-72| -59| -74| -15

g2| 94 86! 90| 97| 85| 104] 104

goods and services........cceuni 49 5.8 4.7 58 5.6 55 6.3 5.8
Change in business inventories... 29 3 24 -5 -2 5 14 6.5

1. Includes new trucks only.

Table 1.20.—Truck Output in Constant Dollars
[Billions of 1982 dollars]

Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986
v I il I v 1"
Truck output *...................... 49.3 51.8 524 50.4 48.9 52.9 54.9 51.6
Final sales .......cocininccinenns 464 51.6 49.8 51.0 49.1 52.7 53.7 46.0
Personal consumption
expenditures.........cocoereeerereens 184 2221 191| 21.5] 207| 241 224] 205
Producers’ durable equipment.| 290 30.6| 3L7[ 304 301 205 3241 271
Net exports of goods and
servic —54| —-64| —53] —63] —68} —-b58| —67] —6.7
Exports.. . 2.3 24 2.6 2.3 2.3 24 21 2.5
Imports.. .. T 8.8 79 8.5 9.2 8.2 94 9.2
Government purchases of
g0ods and Services..........ows 44 5.3 43 5.4 5.1 4.9 5.6 5.1
Change in business inventories... 2.9 2 2.6 —.6 —.2 2 1.2 5.6

1. Includes new trucks only.

Net purchases of used autos.| 23.0| 222| 238 =2382| 283| 223 198 186
Producers’ durable equipment..] 226{ 241} 216 232| 238 27.2| 224) 267

Net purchases
Net exports of goods and
service;

Exports..
Imports..
Government purchases of
goods and services.................. 15 15 15 18 15 13 1.5 21

Change in business inventories

of new and used autos. 15 3.8 5.7 75| —-14( -51 143 8.8
New 15 2.7 6.6 74| -18| -85{ 136 9.7
Used 0 11 -9 1 4 33 a -9
Addenda:
Domestic output of new
AULOS L .eorrriirinsernassinenssarenes | 816 872| 826| 942| 80.3| 895| 848| 936

Sales of imported new autos 2..]  85.7| 41.3| 382 345| 39.0| 456( 461 399

1, Consists of final sales and change in business inventories of new autos assembled in the
United States.

2. Consists of personal consumption expenditures, producers’ durable equipment, and govern-
ment purchases.
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Table 2.1.—Personal Income and Its Disposition

{Billions of dollars]

Seasonally adjusted at annual rates

1984 | 1985 | 1984 1985 1986
v 1 I hidl v Ir
Personal income 3,111.93,293.5 | 3,186.2 | 3,240.9 ( 3,280.1 { 3,298.5 | 3,354.3 | 3,397.5
Wage and salary
disbur t 1,834.9 (1,960.5 | 1,883.9 (1,917.6 | 1,948.6 | 1,970.1 | 2,005.8 | 2,035.4
Commodity-producing
Industries ....crierererreinsd 577.9(. 607.3| 591.2] 600.1| 6047 607.6| 616.9| 620.4
Manufacturing 4389| 45761 449.0| 4535| 4549| 45721 464.7| 4663
Distributive industries. 441.6| 468.8| 453.0| 459.8| 4674 471.2; 4768 4829
Service industries 469.4| 513.6| 4855| 4952| 508.1| 5187| 5324| 547.2
Government and
government enterprises...... .846.1| 3708] 354.1| 3625| 3684| 372.6| 379.7| 3849
Other labor income.................... 1934 2064 197.2( 2009 204.8| 2084 | 2115|2143
Proprietors’ income with
inventory valuation and
capital consumption
dj t: 233.7| 242.2| 232.9| 239.4| 240.9| 237.5| 250.9| 250.6
Farm 321| 212 266| =265( 228 122 233| 155
6| 22100 2063| 2129| 2181| 2253 227.6| 235.1
Rental income of persons
with capital consumption
adjustment 10.8 13.8 9.7 11.0 13.8 14.5 15.9 19.7
Personal dividend income.. 746 788( 769| 779 1787 . 791 798| 821
Personal interest income 442.2| 456.3| 461.3| 462.8| 460.5| 450.6| 4514 450.2
Transfer payments.... 454.7| 484.5| 459.2| 477.6| 481.0| 488.1| 491.2| 502.6
Old-age, survivors,
disability, and health
insurance benefits................ 235.7| 253.4| 241.8( 249.2( 250.7| 256.5| 257.11 264.3
Government unemployment
insurance benefits. .| 168 155| 154| 16.6| 158| 148 148 154
Veterans benefits... 164 '168] 163| 169| 170 18.7( 165} 17.0
Government employ
retirement benefits... 608 66.6{ 577 653| 662( 670/ 680 69.1
Other transfer paymen 126.0] 1322} 128.0| 129.6| 131.4| 133.1| 134.7| 136.8
Aid to families with
dependent children 149] 154| 148] 1511 153| 155 157 16.0
Other 111.1| 116.8] 113.2! 1145; 1161 117.6| 119.0| 1208
Less: Personal contributions
for social insurance. | 1324 149.1| 134.9| 146.3| 148.3| 149.7] 1520 1575
Less: Personal tax and nontax
PAYMENLS ....ovvrensirnnnanrensasseseseasd 441.8| 492.7| 4624 501.7| 462.4| 498.2| 508.5| 504.1
Equals: Disposable personal
i 2,670.2 | 2,800.8 | 2,723.8 | 2,739.2 2,817.7 | 2,800.2 | 2,845.9 | 2,893.4
Less: Personal outlays.............. 2,497.72,671.8|2,559.4 | 2,608.4 | 2,650.6 | 2,697.6 | 2,730.6 | 2,767 .4
Personal consumption
expenditures.... ..12,423.0 [2,582.3 | 2,480.1 ) 2,525.0 | 2,563.3 | 2,606.1 | 2,634.8 | 2,668.2
Interest paid by ¢
busi 733 874 778| .81.2( 854| 893! 936] 969
Personal transfer payments to
foreigners (net) 1.3 2.1 1.5 2.1 18 2.2 2.2 2.3
Equals: Personal saving. 172.5( 129.0} 164.5) 130.9) 167.2] 102.6| 1152 126.0
Addenda:
Disposable personal i
Total, billions of 1982
dollars 2,468.4|2,508.82,484.42,482.7 |2,532.2 [ 2,503.1 | 2,517.1 | 2,550.9
Per capita:
Current dollar: . 11,263 | 11,703 | 11,447 | 11,487 | 11,790 | 11,687 | 11,847 | 12,020
1982 dollars.... ] 10,412 10,483 | 10,441 | 10,411 | 10,595 10,447 | 10,479 | 10,597
Population (mid-period,
MILlONS) et 237.11 239.3| 238.0| 238.5| 239.0| 239.6| 240.2] 240.7
Personal saving as
percentage of disposable
personal income....................... 6.5 4.6 6.0 4.8 5.9 3.7 4.0 44

Table 2.2.—Personal Consumption Expenditures by Major Type of
Product

[Billions of dollars}

Seasonally adjusted at annual rates

1984 | 1985 | 1984 1985 1986
v 1 It I v Ir
Personal consumption

expenditures................... 2,423.012,582.3 | 2,480.1 | 2,525.0 | 2,563.3 | 2,606.1 | 2,634.8 | 2,668.2
Durable goods . 361.5| 341.5| 351.5| 356.5| 376.0) 362.0| 363.1
Motor vehicles and parts .. 153.8( 1684 1574| 1631( 1654 183.0( 1622| 1620

Furniture and household
i t 1194| 1290 1285 1267| 127.6| 1286 134.1| 134.8
Other 579 64.1 60.6 62.7 63.4 644 65.7 66.3
Nondurable goods..............ccooeurivens 8724 9122 883.1| 895.7] 910.2| 914.5| 928.3| 935.6
Food 4517 474.0| 459.6| 465.5( 472.1| 4759 482.5| 4887
Clothing and shoes .. E 156.0 | 149.7( 1528 156.3| 1557 159.4| 162.0
Gasoline and oil...... . 91.8| 898 893| 929| 922( 93.0| 874
Other nondurable goods 182.6( 190.3| 1841 1882 1889 190.7| 1934| 1975
Fuel oil and coal . . 3 16.8 16.1 154 16.0 16.7 152
Other. 167.3| 1721} 173.5| 1748 176.6| 1823
Services ..... 1,255.4 {1,277.8 {1,296.6 [ 1,315.6 | 1,344.6 |1,369.5
Housing . 1| 3823 389.1| 398.1( 408.0| 417.3| 424.7
Household operation .. X 173.3| 1689 174.2} 171.1| 173.3| 1744 1733
X 888! 87.2) 930 87.0| 87.6| 875) 869
. 845! 81.7| 813 841| 857 869 874
Transportation. 3 87.0| 844| 856| 862 867 893| 923
Medical care. 259.5( 280.1| 268.1| 2719 2785 281.8| 288.2| 2935
Other 840.7| 365.2| 38517 357.0] 362.7| 365.8| 375.3| 385.8

Table 2.3.—Personal Consumption Expenditures by Major Type of
Product in Constant Dollars

[Billions of 1982 dollars]

Seasonally adjusted at annual rates

1984 | 1985 | 1984 1985 1986
v I I1 I v I
Personal consumption

expenditures 2,313.0 | 2,262.0 | 2,288.6 | 2,303.5 | 2,329.6 | 2,330.4 | 2,352.3
Durable goods 6| 345.3| 327.6| 335.0| 340.3| 359.3| 346.7| 346.1
Motor vehicles and parts 145.0( 1557 147.2| 150.8{ 153.0| 169.5{ 149.5; 1481

Furniture and household
ip t 1182 129.1| 1226 124.7| 1274 129.2] 1350 1355
Other 554|. 60.6] 579| 596| 599 607 622| 625
Nondurable goods............ccouuuvunend | 828.0| 846.9| 828.6| 839.9| 846.7| 849.8| 851.1| 864.9
Food 42301 436.0| 42477 4301 436.8| 439.5| 437.8) 4424
Clothing and shoes 8| 1469 1429| 145.0| 1474 1469| 1481 153.1
Gasoline and oil ... . 956 94.8| - 958| . 950| 953 963 974
Other nondurable goods 166.9| 168.4| 166.3| 1689| 167.5| 168.2| 168.9( 172.0
Fuel oil and coal 186] 17.3| 178 177} 165| 176} 175 174
Othy .31 16511 1485) 151.2| 1511 150.6| 1514 1546
SEIVICES .....ovunrrereerenmreeneriiascsracssnnns 1,093.3 [1,120.8 |1,105.8 |1,113.7 | 1,116.5 | 1,120.4 | 1,132.6 | 1,141.4
H 332.8| 340.2) 3354 3372 339.2| 3412} 3432} 3453
Household operation . 147.9] 150.0| 148.6| 152.7| 148.1| 148.7| 1504} 147.9
Electricity and gas. 75.2 7.4 76.5 814 75.5 75.8 76.9 74.8
728 726f 9721| 712 T726/| 729 735] 731
749! 769| 763| T766| Ti1{ T767| T1.3| 712
Medical care. 229.5( 234.2| 232.1| 2314 233.7| 234.7| 2369 2385
Other 308.2| 319.5| 313.3]| 3158| 3184} 319.1| 324.7| 3325

Norte.—Percent changes from preceding period for selected items in this table are shown in

table 8.1.
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Table 3.2.—Federal Government Receipts and Expenditures

[Billions of dollars]

June 1986

Table 3.3.—State and Local Government Receipts and Expenditures

{Billions of dollars]

Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986 1984 | 1985 | 1984 1985 1986
v I n|miw/|r v 1 o |m|w|r
Receipt: 725.1| T84.7) 742.1) 7897 754.9) 790.7| 803.5; 804.1 Receipt 539.8| 575.3| 554.1| 560.5| 570.0| 581.8( 589.1| 602.5
Personal tax and nontax Personal tax and nontax
receipts ! 311.3| 350.7| 327.8| 363.9| 821.3] 355.4| 362.1| 356.1 T pt! 130.5| 14207 134.6| 137.8| 141.1| 142.9| 146.3| 1480
Income taxes.. 80491 8437 3214 3572 S139) B2 3554) AL g me taNES..o 677 36| 7T01| T7L8| 735| 736| 754| 754
Estate and gift taxes 5.9 6.5 5.8 6.2 6.8 6.7 6.2 6.5 N
Nontaxes 5 5 5 5 5 5 5 5 ontaxes 518y b568| 535| 547| 56.1| 515 590 604
Other 109 116| 111} 113 115] 11.8} 120 122
Ceaorel Besorve pariks | 161| 161| 68| 14| 165| 138| 1sa| les  Corporate profits tax accruals....| 192 180| 181] ws| 13| 15| 186| 18
Other 583| 509| b524| 495| 484] 581| 527 461  Indirect business tax and
Indirect b'usinessl tazax and s “ro . wssl szl ssal ses 1 nontax accruals 25481 271.4| . 261.2) 2658| 269.5; 274.4| 2758 279.0
nontax accruals 2. : : : : : s : - Sales taxes 1200] 1289| 123.2| 1254| 127.9] 181.1| 131.0( 1333
Excise taxes ... 36.2| 356| 358 349 354 357} 364| 331 Property taxes......om 985 104.1] 101.0] 1024| 1085| 104.6| 1057( 107.0
Customs duties .. 119 122 123 125 116 120 12.6 131 Other 36.3 385 869| 381 38.1 387 390! 387
Nontaxes. 79 9.3 8.0 8.1 133 77 79 158
Contributions el Contributions for social
ntributions for social INSUTANCE ....ooueecrecrerarcncrecinnenennd 416 450! 428 436| 445| 454| 463| 473
ASUPANC oo 283.6| 309.9| 2889| 304.4| 3084] 311.0| 3159| 3236 e
) Federal grants-in-aid... 93.6 99.0 97.3 95.7 97.6| 100.6| 102.0| 1110
Expenditures............o.c.. | 898.0| 984.7( 934.7] 9524 964.0( 992.0(1,030.4|1,012.9 E dit w54l si6s! asss| a972] s127| s2as! ss0z! 380
xpenditures. g . X . A % . X
Purchases of goods and services 3129|3554 332.9| 3344 337.8| 364.8] 384.7| 357.1 pe © i
National defense... 23701 261.9| 247.5! 2495 256.0| 269.9| 272.1| 268.0 Purchases of goods and services...] 423.9| 460.0| 435.5| 442.8| 457.1| 467.7| 4725| 479.0
¢ 760 936| 54| 849 8L7| 950| 1126} 8.1 Compensation of employ 2506 2792 2665| 2717| 276.6| 281.6| 2869| 2022
Transfer payments 379.8| 361.9| 374.1| 376.7| 3835 384.8! 38%.0 Other 16431 180.8( 169.0| "171.1( 180.5| 186.0( 185.6| 186.8
To persons...... 366.3| 346.4{ 3629| 364.2( 3688 369.4] 3786
To foreigners.. 134 155 112 125 147 154 104 Transfer payments to persons...... 93.0 98.8 94.7 96.1 97.9 99.7| 101.7| 103.5
Grants-in-aid to State and local Net interest paid . —263( -27.1| —-265] —26.3| —262| —26.4] —26.8
governments 936| 990 97.3| 957| 97.6| 100.6) 1020 1110 Interest paid 6| 429| 396 41.0| 423| 436| 447| 456
R . Less: Interest received by .
Net interest paid .. 1155( 129.2| 124.8| 1264| 130.1| 127.1| 133.0; 1351
Tnterest paid ... 1363 1510) 14601 1476| 1508| 1505| 155.2] 1581 government ..........ceeeiveieeirenns 64.6 69.2 66.7 674 68.6 69.8 1.1 72.4
To persons and business. 116.5| 129.7] 124.9] 126.4| 1297{ 129.0( 133.8| 1353 Less: Dividends received by
To foreigners 19.8) 213| 21.2| 21.2| 211| 215 215{ 228 BOVETNIMENE «.cvovcvvvnrienrriarrinriennisnns 3.5 47 3.8 41 4.5 4.8 5.2 54
Less: Interest received by Subsidies less current surplus of
SOVErnmMENt .........coveiverevinunnn 209| 21.9) 213 21.2| 207 234 2221 23.0 government enterprises.............. ~110| —11.6| —11.1} —11.2| —11.3| —11.5} —124| 123
Subsidies less current surplus of Subsidi K] Ni 6 q q a N 8
government enterprises............. 21.1) 211 185 219; 209| 159 259 207 Less: Current surplus of
Subsidi 22.0 22.6 19.3 23.1 253 181 23.9 223 government enterprises.........., 11.6 12.3 11.7 118 12.0 122 13.1 13.0
Less: Current surplus of 5 s 13 45 29 19 16 Less: Wage accruals less
government enterprises......... 9 1. . : X . —1. . Hebureoment 0 0 0 0 0 0 0 0
: W .
bt oo 2| -2 8 1) —10| o 0 0 Surplus or deficit ().
national income and
Surplus 0; deficit (—)é product accounts.............. 644 59.0 65.8 63.2 57.3 56.9 58.8 64.5
national income an¢ PR
d €S oo, —172.9 |-200.0 |-192.7 | —162.6 | —209.1 | -201.3 | —226.9 |—208.8 Social insurance funds.................... 485 529 50.6 51.0] 523 53.5 54.8 56.0
product accoun Other 159| 61| 152 122| 50| 83| 41| 85
Social insurance funds.......c.cccic... 2 9.4 59 6.5 10.1 8.4 12.5 122
Other —173.1|—209.4 |-198.5 |169.1{—219.3 |—209.7 | -239.4|—221.0

Table 3.7B.—Government Purchases of Goods and Services by Type

Table 3.8B.—Government Purchases of Goods and Services by Type in
: Constant Dollars :

[Billions of dollars] [Billions of 1982 dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986 1984 | 1985 | 1984 1985 1986
v I u I v Ir v I i nt v I
Government purchases of . Government purchases of
goods and services........... 736.8| 8154 76841 777.2| 794.8| 8325| 857.2| 836.2 goods and services........... 675.9; 716.4] 6939 691.4| 699.4, 729.2| 745.5| 7183
Federal 312.9| 355.4| 332.9| 334.4| 337.8] 364.8( 384.7| 357.1 Federal 2925 322.6| 307.3| 3043 3059] 331.1| 349.0| 319.1
National defense.. 237.0| 261.9| 247.5| 249.5% 256.0| 269.9| 272.1; 268.0 National defense.... 220.3| 2357 227.9| 226.7| 2315 24337 2413| 238.0
68.9 17.6 744 72.8 5.3 83.2 79.2 76.9 Durable goods.. 64.6 71.6 69.0 67.9 69.6 6.5 2.4 710
12.0 121 11.6 113 124 13.0 119 119 Nondurable goods .. 133 133 12.9 124 138 143 12.8 133
151.1| 166.4| 156.1| 160.5( 162.7| 167.3( 1753 173.0 Services .....c.ceeune 137.7| 145.5] 141.0( 141.8{ 1429| 146.6| 150.7} 1482
Compensation of
94.8| 1004 956 99.2| 99.7 100.0| 102.7| 103.1 employees. 86.3| 8721 86.7| 871| 872 874| 873| 815
635 672] 640 664| 66.7| 668 69.1| 694 Military 578 583| 581| 683| 583 584| 584( 585
31.3| 332 381L7| 3828| 330| 333 335; 337 Civilian. 285 28.9) 286| 288 289; 289 29.0! 29.0
56.3| 66.0| 605 613| 63.0] 67.3] 726 699 Other services. 51.4| 582| 543 547 557| 59.2| 633 607
Structures 5.0 5.7 54 49 5.7 6.4 59 6.2 Structures 417 5.3 5.0 4.6 52 59 54 55
Nondeft 76.0] 936{ 854 849| 8L7| 950| 1126 891 Nondefi 723 869( 1795 776 7T43) 81.9] 1077, 811
Durable goods 3.9 4.0 4.2 4.0 4.1 39 4.2 3.9 Durable goods 41 45 44 44 45 43 47 46
Nondurable goods 3.0 175 10.2 98 6.9 189 34.7 12.2 Nondurablg goods 44 18.6 10.0 9.6 6.9 19.5 38.1 12.6
Commodity Credit Commodity Credit
Corporation inventory CLorporatlon inventory
change —-36| 117 24 3.8 81 125 301 6.6 g 22| 127 2.2 3.8 2| 13.0| 337 7.0
Other nondurables.. 6.6 5.9 7.8 5.9 6.6 6.3 4.6 5.6 Other nondurables.. 6.6 5.9 7.8 5.8 6.7 6.5 44 5.6
Services 6197 643| 636 636 631] 643 662| 654 Services . 56.8| 567 579| 566 558 566 580/ 570
Compensation of Compelnsatlon of
employees 373 394 379 390 393 395] 399 401 ployees..... 343 343) 34.3| 343| 344| 344| 344
Other services.. 246 24.9 25.8 24.6 23.8 24.8 26.3 25.3 Other services. 224 239 223 21.4 22.3 23.6 22.6
Structures ol . 71 74 T4 9 8.0 7.6 N Structures 7.1 71 7.0 1.1 74 7.0 7.0
State and local.............cvnnnnne, 460.0| 435.5] 442.8| 457.1| 467.7| 4725 479.0 State and local...................nn.. 393.8| 386.6| 387.1| 393.6| 398.1( 396.5| 399.2
Durable goods 20.1|  19.2{ 196} 20.0| 202| 206] 208 Durable goods A 18.9) 184| 186 188 191 193] 194
Nondurable goods § 38.5 87.2 37.6 384 38.2 39.9 379 Nondurable goods.. 3 388 37.7 38.1 38.6 39.1 39.4 39.8
i " . 3474 831.0| 33770 344.0] 850.7| 357.2| 364.2 Services.... 3 287.6] 2854| 286.1; 287.0; 283.1) 289.4) 290.3
Compensation of employees...| 259.6| 279.2| 266.5| 271.7| 276.6| 281.6| 286.9| 2922 Comp n of employees..| 228.2| 229.6] 2289 229.1} 229.2) 229.7| 230.4| 230.7
Other services.. .| 618 682| 646[ 66.0| 675 690 704 720 Other services. 549 581 564 571 57.7( 584 59.0] 59.6
Structures 475| 540| 480 479 547| 885| 547! 561 Structures 456| 484 451! 442 492{ 519| 484| 496
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Table 3.9.—National Defense Purchases of Goods and Services

Table 3.10.—National Defense Purchases of Goods and Services in
Constant Dollars

[Billions of 1982 dollars]

[Billions of dollars]
Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986
v 1 I I v Ir
National defense
purchases........cvveverunecnes 237.0| 261.9| 247.5| 249.5| 256.0| 269.9| 272.1| 268.0
Durable goods..........coovevrvnrivnnes 689| 776| T44| 728 1753| 832 79.2) 769
Military equipment .. 585] 668 643 625! 645, 729| 675 668
Aircraft .... 23.8| 28.0f 272| 259 281| 287 203| 293
87 99| 110 9.7 817 105 106| 111
79 8.6 8.6 8.0 84 9.0 8.9 7.9
5.6 52 53 5.0 49 6.3 46 4.6
41 5.0 46 47 47) 58 5.0 46
84| 102 .7 9.4 97| 126 9.1 8.3
Other durable goods. 104 108} 101 102} 108| 103| 1.7 112
Nondurable goods.... 120 121) 11.6| 11.3] 124| 130 1L7| 119
Petroleum products.. 6.8 6.6 6.6 6.0 71 72 6.2 6.3
Ammunition.... 29 3.1 2.7 3.0 2.9 3.2 3.0 33
Other nondurable g 2.3 24 23 2.3 23 2.5 2.4 2.3
Services ... 151.1| 166.4| 1561 160.5| 162.7| 167.3| 175.3| 173.0
Compensation of employee: 04.8| 1004| 956| 992| 99.7( 1000) 1027] 103.1
Military 635 6721 640| 664 667 668 69.1| 694
Civilian 31.3| 332| 3817, 328| 33.0| 333 335| 337
Other SErvices.......covrvmcrrenieres 56.3| 660 605 613, 630] 613 726| 699
Contractual research and

development 23.7 28.0 255 26.3 26.8 284 30.5 28.7
Installation support ! .. 149 183} 165| 169] 175 185 203] 194
Weapons support 2 6.8 75 7.1 7.0 73 71 8.0 7.5
Personnel support 3................. 42 45 41 3.7 4.0 49 56 5.7
Transportation of materiel 3.5 4.0 3.5 3.9 3.8 4.0 41 42
Travel of persons .. 29 34 2.9 3.0 32 3.6 38 3.9
Other 2 3 3 5 4 2 3 5
Structures ... 5.0 5.7 5.4 49 5.7 6.4 5.9 6.2
Military facilities......ccconrrerunenns 3.0 3.5 3.2 2.8 34 41 3.7 3.6
Other 2.0 2.2 2.1 2.1 2.2 24 2.2 2.6

1. Includes utilities, communications, rental payments, maintenance and repair, and payments
to contractors to operate installations.
2. Includes depot maintenance and contractual services for weapons systems, other than

research and development.

3. Includes compensation. of foreign personnel, consulting, training, and education.

Table 4.1.—Foreign Transactions in the National Income and Product
Accounts

[Billions of dollars]

Seasonally adjusted at annual rates

1984 | 1985 | 1984 1985 1986
v I II I v Ir

National defense
purchases...........ccoevuverenend 220.3| 235.7| 227.9| 226.7| 231.5| 243.3] 241.3| 238.0
Durable goods............cooervernverionnen 64.6 71.6 69.0 67.9 69.6 765 724 71.0
Military equipment .. 54.1 60.4 58.6 574 584 65.6 60.2 58.9
Aircraft . 19.8] 226 222( 21.6|. 226| 229{ 232 227
issi 82 921 103 8.9 8.3 94y 101 11.1
7.3 77 7.8 72 7.5 8.0 8.0 7.0
6.5 6.6 6.6 6.4 6.4 8.0 5.5 6.1
3.9 48 44 45 45 55 4.8 44
8.2 9.6 74 89 91| 118 8.6 7.8
105 11.2| 103| 105| 11.2]| 109 123| 121
Nondurable goods. 13.3) 13.3) 129| 124| 138 143 128] 133
Petroleum products.. 8.3 84 8.3 7.6 9.1 9.1 19 8.2
Ammunition 2.7 2.1 2.5 27 2.6 2.9 2.6 3.0
Other nondurable goods.. 2.3 22 22 2.2 21 24 2.2 2.1
Services 137.7| 1455} 141.0 141.8| 1429 | 146.6} 150.7| 148.2
86.3| 872 867 871 872] 874| 873 875
578| b583| 581( 583) 583| 584| 584 585
285 289( 286| 288 289 289 '29.0( 290
Other services. 51.4| 582| 543| 547 557 592| 633| 60.7

Contractual r

development 215 250 229 234 241 253 2721 254
Installation support ! 18.2 153 142 146 146 154 16.6 15.9
Weap support 2 6.1 6.6 6.3 6.2 6.4 6.8 7.1 6.6
Personnel support 3......... wf 40 42 44 3.6 3.8 45 5.0 4.9
Transportation of materiel 35 3.7 3.5 3.8 3.6 3.7 39 3.9
Travel of persons .. 2.8 3.1 2.7 2.7 29 3.2 3.4 34
Other 2 3 2 5 3 2 2 5
Sructures ........cccvoeereconreeerrernrenns 4.7 5.3 5.0 4.6 52 5.9 5.4 5.5
Military facilities.........coevererencs 2.8 3.2 3.0 2.6 3.2 3.8 34 32
her 1.9 2.0 2.0 2.0 2.1 2.1 2.0 2.3

1. Includes utilities, communications, rental payments, maintenance and répair, and payments
to contractors to operate installations.

Tud.

2. In

depot maint

and contractual services for weapons systems.

3. Includes compensation of foreign personnel, consulting, training, and education.

Table 4.2.—Exports and Imports of Goods and Services in Constant

Dollars

[Billions of 1982 dollars)

Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986 1984 | 1985 | 1984 1985 1986
v I I i1 v I v 1 i m | 1
Receipts from foreigners..| 384.6| 369.9| 380.5| 379.6| 369.2| 363.2| 367.8| 3744  Exports of goods and services..... 370.9| 359.9| 377.3| 368.7| 358.2| 353.5| 359.2| 365.0
Exports of goods and services........ 384.6| 369.9| 889.5| 379.6| 369.2| 363.2] 367.8| 8744 Merchandi 2225| 224.6| 230.7| 229.3| 223.9| 220.0| 225.1] 229.0

Merchandi 224.1| 2189| 229.0| 225.8| 219.7| 213.6| 2166 220.0 Durable goods 130.7| 136.3| 135.1| 137.1| 137.4| 135.8| 1349 1383

Durable goods . 120.3| 1332| 1329| 134.4| 134.6] 1327| 1309 133.8 Nondurable goods .. 918| 883| 957| 922| 865| 842|- 902 907
. . . 3 . 3 3 ¥i 7. -

s Nondurable goods 1608| 1500| 1005| 1858| 1995| 1496| 15y2| 1544 SCIVIESS.wr 1483( 1353| 1465| 139.4] 1343| 1335| 1340 1360
Factor income 1. 1016) 906| 1009| 917| 908| 896 902| 925 Cactor income . 9341 803 9L5) 824) 807\ 791\ 789 804
Othor : 559| 604! 596 621! 587 600| 610 618 BT ovvrrrivenn 549 550| 551 57.0| 536| 544| 552] 557

Capitgl grants received by the Imports of goods and service: 455.9| 468.3) 477.5| 4405| 4593} 473.3| 500.0| 503.0

United States (net) 0 0 0 0 0 0 0 0 MB h blr < 1| 366.5( 37L0f 3389 3569 3715 398.9| 399.8

: ] Y y y 2| 3632| 367.8| 3744 urable goods 5| 216.6| 2157 2039| 2080| 2209| 238.5| 2415
; P“Yf “‘e:f: to :’”‘g"e“ iz; Z zzz Z Zzi’ : i;’ : igz ; im o Seral wsne Nondurable goods .. 150.6| 150.0| 155.3| 135.0| 148.9| 150.6| 1654| 1583
mports of goods and services....... 3 X . . . | . .
Merchandi 336.0| 841.2| 350.6| 316.1| 33L9| 343.5| 373.2| 3683 101.7| 1065| 101.6| 1025| 101.8| 1011} 103.3
Durable goods. 193.6| 204.1] 204.8| 190.8| 1954 207.3| 2228| 231.3 436| 485 435] 446| 437 428) 470
1424 137.1) 1458| 125.2| 136.5| 1362| 150.4| 137.0 5811 580| 581| &7.9| 581 583 563
107.9| 107.2| 1111| 1058| 107.6| 107.5| 1080| 112.0
53.6 49.7 54.0 489 50.6 49.9 494 54.6 1. Line § less line 13 equals rest-of-the-world product as shown in table 1.8,
543| 575| 57.1| 569! 57.0| 575| 586] 573
Transfer payments (net).. 12.0 15.5 17.0 133 14.3 16.9 1761 127
§ P From persons (net).... 1.3 2.1 15 2.1 1.8 2.2 2.2 238
“” From government (net) 10.7 134 155 11.2 12.5 147} 154 104
Interest paid by government to
foreigner 19.8| 213| 2nz| 212| 211] 25| 215] 228
Net foreign investment ................. ~91.0(~115.83|-110.4 | —76.8|—105.8 |-126.2|—152.5 |—141.4

1. Line 7 less line 16 equals rest-of-the-world product as shown in table 1.7.
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Table 4.3.—Merchandise Exports and Imports by Type of Product and
by End-Use Category

[Billions of dollars]

June 1986

Table 4.4.—Merchandise Exports and Imports by Type of Product and
by End-Use Category in Constant Dollars

[Billions of 1982 dollars}

Seasonally adjusted at annual rates S lly adjusted at ] rates
1984 | 1985 | 1984 1985 1986 1984 | 1985 | 1984 1985 1986
v | 1 n | m|wv | r w | 1 B |m || r
Merchandise export: 218.9| 229.0| 225.8( 219.7| 213.6| 216.6| 220.0 Merchandise exports 222.5| 224.6) 230.7| 229.3| 223.9| 220.0| 225.1( 229.0
Foods, feeds, and beverages.. 237 3817 264 236f 208| 239| 252 Foods, feeds, and beverages. 29.3 24.8( 316 26.7| 239 220 265 211
Industrial supplies and . Industrial supplies and
materials X 58.4 625| 608 573 571 58.3 58.8 materials, 61.3 61.0 62.9 623| 59.7 60.6| 613 620
Durable goods g 16.1 174 16.1 164) 161 156 16.8 Durable goods 169 16.8 175 16.5 171 171 16.4 177
Nondurable goods... ’ 423 451 447 40.9 41.0 42.7 42.0 Nondurable goods 443 442 455 458 42.6 43.5 449 443
Capital goods, except autos .. . 754 76.6 77.0 754 748 744 75.9 Capital goods, except autos. 76.8 79.8 80.2 80.9 79.5 79.2 79.6 82.3
Autos . 247 22.4 239 249 257 2441 237 Autos 20.9 226 209( 2227 228 232] 221 213
C goods . 13.0 13.8 137 13.1 125 129 135 Cc goods 13.8 13.0 138 137 13.1 124 12.9 133
Durable goods . 51 5.6 54 5.2 47 5.2 5.2 Durable goods 5.9 5.4 59 58 5.5 5.0 55 5.4
Nondurable goods... . 79 8.2 83 79 71 7.7 8.3 Nondurable goods 8.0 7.6 7.9 7.9 7.6 7.4 7.4 7.8
Other . 237 219 24.0) 254) 228| 228) 231 Other 205 234 2141 236| 249 226| 227 229
Durable goods X 119 10.9 12.0 127 114 114 11.6 Durable goods 10.2 117 10.7 118 12.4 11.3 114 11.5
Nondurable goods . 11.9 109 12.0 127 114 114 116 Nondurable goods 10.2 117 10.7 11.8 124 113 114 115
Merchandise imports.......... 3360 341.2| 350.6] 316.1| 331.9| 343.5| 373.2| 368.3 Merchandise imports.......... 352.1| 366.5| 371.0| 3389| 356.9| 3715 398.9| 399.8
Foods, feeds, and beverages........... 2147 213 222) 215 204| 209} 225| 243 Foods, feeds, and beverages........... 21.0 21.8 22.2 21.7 20.9 217 23.1 234
Industrial supplies and Industrial supplies and
materials, excluding materials, excluding
petroleum 636 596 64.9 575 60.1| 60.1 606 633 petroleum 67.9 6827 70.5| 648| 683 689 T0.7| 746
Durable goods.. 336| 380.5] 337 292! 308| 315} 304 327 Durable goods.. 359 349| 365 329 350 361 354| 3886
Nondurable goods 300 29.1 31.2| 283 2931 286( 302] 306 Nondurable goods .. 3205 333{ 339 319 3331 328} 352 360
Petroleum and products 575| 505] 57.8} 419 523| 50.2; 575| 411 Petroleum and products 64.7 59.8| 658 488| 609 609{ 685 597
Capital goods, except autos . 612 637 65.9 61.3 59.3| 6421 701} 744 Capital goods, except autos. 6821 7431 1753] 7T14) 6€90] 751 819 873
Autos 572 65.4 61.7 57.8 62.3 66.3 75.2 74.7 Autos 54.7 61.1 58.5 55.0 58.9 624 68.0 65.9
Ci goods 613] 650 638] 60.8| 614 667 L1y 47 Consumer goods. 61.6 65.2| 64.0 61.3 62.2 67.0( 70.3] 73.0
Durable goods 347 86.7| 364 349 349| 378 391 415 Durable goods. 357 382 380| '367| 367| 396 40.0| 418
Nondurable goods .. 26.7 28.3 274 259 265( 289 320] 332 Nondurable goods .. 259| 269{ 260] 246 254 274 303 31.2
Other 13.8 157 143 15.3 16.1 15.0 16.2 15.8 er 14.0 16.2 146 159 16.7 15.6 16.5 159
Durable goods 6.9 78 7.1 76 8.0 7.5 8.1 79 Durable goods 7.0 81 7.3 79 8.4 78 83 79
Nondurable goods 69 78 71 76 8.0 7.5 8.1 79 Nondurable goods .. 70 8.1 73 7.9 8.4 7.8 8.3 19
Addenda: Addenda:
Exports of agricultural Exports of agricultural
Products L.........coceerernecnreonened 383 29.1 38.9f 327| 285 261 29.3| 29.2 Products .......cicriereneureinenns 353 300 38.0| '325| 285 272! 317 306
Exports of nonagricultural Exports of nonagricultural
ProAUCES ....cocvcernereriermcenetnconens 185.8| 189.8( 190.1| 193.1} 191.2| 187.5( 187.3} 190.8 Products ....cvveeiivercnseisenncsnnns 187.3| 194.6| 192.7| 196.8| 1954 192.8| 1934 1984
Imports of nonpetroleum Imports of nonpetroleum
Products .......cvevvecreceeecresncnrenend 278.5( 290.7] 292.8| 274.2] 279.6| 293.3| 315.8| 3272 Products ......ovvrenivevcueiransicasennd 287.4| 306.7| 305.2| 290.0| 296.0; 310.6| 3304 3840.1
1. Includes parts of line 2 and line 5. 1. Includes parts of line 2 and line 5.
Table 5.1.—Gross Saving and Investment Table 6.3B.—National Income Without Capital Consumption
[Billions of dollars] Adjustment by Industl‘y
[Billions of dollars]
Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986 Seasonally adjusted at annual rates
v 1 I 1 v I 1984 1985 1984 1985 1986
v I 1 jiis v Ir
Gross saving ... 584.5| 553.4| 573.5] 578.3| 57L.7| 537.3| 526.1| 578.7
Gligss privlate saving. 693.0| 694.3| 700.3| 677.7| 723.6| 681.8| 694.2| 723.0 Natioptaall income vv'tithout
ersonal saving.. 1725 129.0( 164. 130. p 2. 1152 126.0 capital consumption
Undis?ribut:tl:lngor 5 9| 1672 1026 adjustment...........c.coueeueens 3,032.2 | 3,164.6 | 3,086.6 | 3,121.6 | 3,148.6 | 3,174.9 | 3,213.1 | 3,257.5
Eﬁl‘};fi“)’gt:nﬁ‘zggg’g Domestic industries................. 2,984.313,123.7 3,039.6 |3,078.8 3,108.5 |3,135.3 | 3,172.3 | 3,219.6
consumption adjustments 1016 1269| 108.2| 116.3| 1226| 187.8| 131.0| 1464 Private industries...............c.....| 2,546.5 2,653.9 | 2,591.3 | 2,619.4 | 2,642.7 | 2,662.8 | 2,690.6 | 2,731.2
}Jndlstnbute(li profits............... 65.9 56.7 60.0 54.6 53.3 573 61.7 49.4 Agricult forest a
t ti iculture, forestry, an:
N adiustoent o _sal —g| —16] 7| 22| 47| -101 180 Hsheri v 813| 03| 758l 56| 722 eL1| 724| 652
Capital consumption Mining 440 439 42.9 434 43.7 434 442 45.1
adjustment............ccocoeenrcenen 41.0 70.9 49.8 61.1 67.2 75.9 794 79.0 Constru 151.21 162.3] 15341 159.0| 161.3| 163.0] 1659 171.4
Corporate capital
i Manufacturing 667.0| 677.8| 674.3| 674.6| 671.8| 6380.0| 684.8| 6802
o s Durable goods 393.4| 4051| 4047| 4036| 4034| 4030| 410.4] 4145
adjustment 25661 260.2] 261.8| 2643] 2668| 270.9| 2748| 2772 Nondurable goods.. 213.5| 2727, 269.6| 2709| 2684 2770 2744| 26538
Noncorporate capital Transportation and public
?woi?ﬁu(:.[algféla)? @ o;gr;’;i?gn utili!::ies ] 2382 246.5| 241.9| 2455| 246.0| 2485 246.1| 252.6
Finietmen Transportation 103.2| 107.1} 104.3| 1048 1060} 108.2] 109.4) 1085
W o 1623| 1692 1659 1663| 167.0| 170.5) 1732\ 1733 Communication., 626| 641| 623| 651| 655 638 6.8 618
5 Electric, gas, and
ASDUTSEIEN(S ..o L T L L Sorvices .. 125| 54| 53| 7156| 744| 765 79| 763
Government surplus or deficit s
i i Wholesale trade. 191.7( 202.1| 199.1| 199.8| 201.9| 2045 202.1| 204
o e me and _1410|-126.8| —99.4|_151.9 |- 1445 |_166.0 | 1443 Retail trade 269.1| 2832| 2743| 2775| 2840| 2886 | 2827| 2984
Federal........... —200.0 |—192.7 |- 1626 |—209.1 |- 201.3 | 226.9 | 208.8 Finance, insurance, and
real estate 891.2| 406.4| 898.5| 402.2| 406.8| 406.3] 410.5| 423.2
State and local - 590} 658 632) 573) 569| 588 645 Services .. 5129| 5615| 5312| 5417| 5550| 5674 581.9| 5953
Capital grants received by the Government and government
United States (net)... = ° N ¢ 0 0 o 0 CNETPIISES v oo 437.7| 169.9| 4484 459.4| 465.8| 472.5| 481.8] 488.4
Gross investmen 85401 565.8) 5808) 567.0)| 539.9| 5282| 558 Regt of the WOl ..o 80| 408| 469 428 02| 306| 07| 379
Gross private domestic
invest: t 674.0| 669.3| 676.2] 657.6| 672.8] 666.1| 680.7| 717.2
Net foreign investment.................. —91.0|-1153|-1104| —76.8{—~105.8|—-126.2 (-152.5{~141.4
Statistical discrepancy ....... —-1.5 6| —7.6 2.5 —4.7 25 21{ -29
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Table 5.8.-—Change in Business Inventories by Industry
{Billions of dollars]

Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986
w 1 I 111 v Ir

Change in business
inventories..........coouevvennss | 671 75| 39.0 18.5 15.5 20 —43 39.9
Farm 9.1; —43 2.6 43 47| 29| —233 -8
Nonfarm 58.0| 11.8| 364| 142 108 31| 190| 407
Change in book value ... 6437 126 385| 138 84 -—21| 303 210

Inventory valuation

adjustment !........ccvcverninnns —-63 -8 =21 5 24 52| —11.3 19.7
Manufacturing 24.1] -—-33 43 15 0 —33| -116; —58
Durable goods .| 185] -24 9.8 3.2 0 -8 —121] -41
Nondurable goods .. 56( -9 -54; —-17 0 —25 S5l —16
Wholesale trade 14.3 3.8 113 14 84 8 4.8 6.0
Durable goods 9.3 5 79 22 12| —-383 1.7 4.0
Nondurable goods .. 5.1 34 3.5 -8 7.2 41 3.0 2.0
Merchant wholesalers 17 5.8 7.9 5.0 78 3.6 45 6.3
Durable goods ..... 8.1 8 6.1 19 10 -20 24 44
Nondurable goods... 3.6 4.5 1.8 31 6.9 5.6 2.2 2.0
Nonmerchant wholesalers 271 —14 34! -36 Bl —28 2 -3
Durable goods . 11 -3 16 3 21 —12 -6 —4
Nondurable goo 15| -11 18 —4.0 3 —16 8 1
Retail trade......... 12,5 83| 174 9.9 -9 21| 224f 340
Durable goods. 5.3 67| 132 9.0 —-5] —-26| 2L1| 268
Nondurable goods .. 72 16 42 N -3 4.7 1.3 7.2
Other 7.1 3.0 34 1.7 33 34 34 6.4
4.0 17| -14 25 13 3 2.6 2.0
Nondurable goods .. 3.1 13 48 -9 2.1 32 8 44

1. The inventory valuation adjustment (IVA) shown in this table differs from the IVA that
adjusts business incomes. The IVA in this table reflects the mix of methods (first-in, first-out;
last-in, first-out; etc.) underlying book value inventories derived primarily from Census Bureau
statistics. This mix differs from that underlym% business income derived prlmanlge from
Internal Revenue Service statistics. Prior to 1973, the two IVA’s are the same because
information required for separate estimates is not available.

Table 5.10.—Inventories and Final Sales of Business by Industry
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Table 5.9.—Change in Business Inventories by Industry in Constant
Dollars

[Billions of 1982 dollars}]

Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986
v I i m v Ir

Change in business
inventories..............c.coo..) 62.7 5.7 36.1 15.8 151 -18, —63 35.3
Farm 6.8 —4.8 15 4.0 45 —34| ~-245 -8
Nonfarm ......eicrncnioncrinrscenens 55.9 10.6 34.6 11.8 10.7 1.6 18.2 36.2
Manufacturing. 234| -84 41 12| -2| —40| -105| —6.1
Durable goods <179 ~24 9.5 3.0 -3 —9| ~116] -—-41
Nondurable goods 55 —-9| —-54) -18 1] -81 1.1] -20
Wholesale trade .. 13.7 351 109 2 8.6 1 5.0 44
Durable goods .. 8.8 4 73 21 11] -32 17 3.8
Nondurable goods .. 49 3.0 36 —19 74 3.3 33 T
Merchant wholesalers 11.0 52 7.1 47 8.0 3.3 4.5 5.4
Durable goods ..... N Ni 5.7 18 9 -20 22 41
Nondurable goods... . 33 44 14 3.0 7.0 5.3 2.3 12
Nonmerchant wholesalers...... 28} -17 38] —45 6| —32 4 -9
Durable goods..... 1.1 -3 16 3 21 —1.2 -5 —4
Nondurable goods. 16| —14 22| —48 4{ 20 1.0 -6
Retail trade.. 11.9 7.7 16.4 9.0 -8 2.2 20.5 31.5
Durable go 5.0 6.2 124 84| -—5| —23| 192| 248
Nondurable goods . .| 6.9 15 4.0 6 -4 45 13 6.7
Other 6.8 27 3.2 13 3.1 33 3.2 6.3
Durable goods. 3.8 16} —13 2.3 1.2 3 2.4 1.9
Nondurable goods .. 3.0 1.2 46f —10 19 3.0 a1 44

Table 5.11.—Inventories and Final Sales of Business by Industry in
Constant Dollars

[Billions of dollars] [Billions of 1982 dollars]
Seasonally adjusted quarterly totals Seasonally adjusted quarterly totals
1984 1985 1986 1984 1985 1986
v I 1 I 1A% Ir v 1 I m v I
Inventories ! 858.5| 859.9| 858.57 856.1] 857.8]| 852.8 Inventories ! 825.6| 829.6| 833.4| 8329 831.3| 840.2
Farm 836| 829| 1799| 78| 1735 1705 Farm 822 832| 843 834| 773 17711
Nonfarm 774.8| T77.0| 778.6] 7784| 7843 1823 Nonfarm 7434 7464 749.11 7495| 754.0] 763.1
Durable goods 4469 451.21 4521| 450.8( 454.6] 460.6 Durable goods 425.5| 429.4| 429.8| 428.3| 4312 4378
Nondurable goods 327.9| 325.8) 326.5| 327.6| 329.6] 321.7 Nondurable goods 318.0| 317.0] 319.3] 821.2| 3228| 3252
Manufacturing. 345.7] 344.6] 343.6| 8427 340.6| 331.9 Manufacturing. 333.4] 833.7| 3336| 332.6] 330.0] 3285
Durable goods 2261 226.6| 226.4| 2269 223.9| 221.8 Durable good.s 217.2| 2179 217.9| 2176} 2147| 2137
Nondurable goods 1196 1179 117.2{ 1157| 116.7| 1101 Nondurable goods 116.2] 1158 1158 1150] 1153| 1148
Wholesale trade 1785 179.0| 1804 180.0 179.9| 180.0 Wholesale trade, 17191 171.9] 1741 1741| 1753] 176.4
Durable goods 114.1| 114.8| 1153 1145| 115.1| 116.0 Durable goods 108.2| 10871 109.0| 1082 108.6( 109.6
Nondurable goods 644| 64.2| 651| 655 648 64.0 Nondurable goods 63.7| 632| 651 659| 667 669
Merchant wholesalers 150.6| 151.8| 1534} 153.7| 155.7| 1554 Merchant wholesaler: 148.81 1449| 1469 147.8| 14891 150.3
Durable goods 99.5| 100.2| 100.6( 100.0; 100.7| 101.8 Durable goods 94.3 947 95.0 94.5 95.0 96.1
Nondurable goods 51.1 517 52.8 53.6 55.0 53.6 Nondurable goods 49.5 50.2 52.0 53.3 53.9 54.2
Nonmerchant wholesal 21.9 27.2 27.0 26.3 24.2 246 Nonmerchant wholesal 28.1 27.0 271 26.3 26.4 26.2
Durable goods 14.6 146 147 14.5 144| 141 Durable goods 13.9 140 14.0 13.7 13.6 13.6
Nondurable goods 13.31 126| 123| 119 981 104 Nondurable goods. 142 13.0| 181| 126] 128 127
Retail trade 161.7) 1650 164.8| 1652 1722 1799 Retail trade 153.1| 1554 155.2| 155.7| 160.9| 168.7
Durable goods 74.5 77.3 7.2 76.1 81.7 88.8 Durable goods 70.2 72.3 2.2 1.6 76.4 82.6
Nondurable goods 87.2 819 87.9 89.1 904 91.1 Nondurable goods ; 82.9 83.1| 83.0 84.1 845 86.1
Other 889 885| 89.7| 90.5] 916] 905 Other 85.1| 854 86.2| 87.0] 878]| 894
Final sales 2 269.3] 275.8| 279.2| 284.5| 287.4| 287.8 Final sales 2 2474 | 252.0| 253.0| 256.5| 257.2] 256.0
Final sales of goods and structures 2.......... 163.27 167.6| 169.7| 1731} 173.1| 171.8 Final sales of goods and structures ?.......... 15411 158.0| 159.0| 1619 161.1| 159.3
Ratio of inventories to final sales Ratio of inventories to final sales

Inventories to final sales. 319| 3812| 3.08( 3.01| 299 296 Inventories to final sales 3341 329 329 325 823 328
Nonfarm inventories to final sales..... .| 288 282 279| 274] 273 272 Nonfarm inventories to final sales............cccccvu..... 301| 296 296 292| 293 298

Nonfarm inventories to final sales of g Nonfarm inventories to final sales of goods and
structures. 475 464 459 450 453 4.55 structures. 4.82| 472 471 4.63| 468 479

1. Inventories are as of the end of the quarter. The quarter-to-quarter chanﬁe in inventories
calculated from current-dollar inventories in this table is not the current- dollar change in
business inventories (CBI) component of GNP. The former is the difference bet 1 two

1. Inventories are as of the end of the quarter. Quarter-to-quarter changes calculated from this
table are at quarterly rates, whereas the constant-dollar change in business inventories
t of GNP is stated at annual rates.

inventory stocks, each valued at their respective end-of-quarter prices. The latter is the change
in the physical volume of inventories valued at average prices of the quarter. In addition,
changes calculated from this table are at quarterly rates, whereas CBI is stated at annual rates.

2. Quarterly totals at monthly rates. Business final sales equals final sales less gross product
of households and institutions, government, and rest of the world, and includes a small amount
of final sales by farms.

2. Quarterly totals at monthly rates. Business final sales equals final sales less gross product
of households and institutions, government, and rest of the world, and includes a small amount
of final sales by farms.



12

SURVEY OF CURRENT BUSINESS

Table 6.18B.—Corporate Profits by Industry
[Billions of dollars]

Seasonally adjusted at annual rates

1984 | 1985 | 1984 1985 1986
v I I m v I’
Corporate profits with
inventory valuation
and capital
consumption
adjustments...................... 273.3) 295.5) 276.2| 281.7( 2881 309.1| 303.1( 313.7
Domestic industries....................... 24111 2635| 243.5] 2504 | 256.4| 278.8| 268.5) 279.8
Financial 200 244 195| 207| 243| 257| 268( 305
Nonfinancial .........oeceecmnecserinns 221.1| 239.2| 224.1| 229.8| 2322| 253.1| 241.7] 249.2
Rest of the world ...............ccuune.e. 322 319( 327| 313 316 30.3| 346 339
Corporate profits with
inventory valuation
adjustment... 232.3| 224.6| 226.3| 220.6| 220.9| 233.2| 223.7| 234.7
Domestic industries.. 200.1 | 192.7| 193.7| 189.4| 189.3| 203.0( 189.1] 200.8
Fi ial 192 225 184 192 225) 238| 247| 286
Federal Reserve banks... 16.7 16.8 174 171 17.2 16.5 164 16.9
her ........ 2.5 57 1.0 21 5.3 7.3 82| 116
Nonfinancial 180.9) 170.1| 1753| 170.21 166.7{ 179.2{ 164.5| 1722
Manufacturing 835| 76.6( 827| T1.8| 734 79.7| T61| 69.8
Durable goods .........ooevuercenee 315 265 329| 278| 266( 252 266{ 30.6
Primary metal
industries .......c.cocouueeeed -9 —.6 - -1 -9 -2 -7 -2
Fabricated metal
Products.......ecuveccveercrences 5.0 42 59 4.6 4.3 4.6 34 5.4
Machinery, except
electrical.. 52 46 517 33 43 53 48 34
Electric and
equipment 2.8 3.1 31 27 29 317 3.0 33
Motor vehicles and
10.0 76 8.5 9.5 78 52 78 86
. 94 7701 103 84 .7 6.5 83| 101
Nondurable goods................. 57.0| 501 498 495] 469| 54.5] 495| 389.1
Food and kindred
Products....eceenencivcenecnns 1.5 7.0 6.6 6.6 7.0 i 6.6 6.2
Chemicals and allied
Products..........occcuecinernend 81 49 6.8 5.8 51 56 2.4 4.9
Petroleum and coal
18.3| 16.5| 148| 141 118( 197| 202 8.8
231| 218 21.6| 230( 224f 215 203| 194
Transportation and public
UELEIES coeovvrveremrreserrsenscraeend 286) 2871 286| 20.7| 286] 304) 26.1| 317
Wholesale and retail trade 5071 494| 518| 487] 506 536} 446] 505
Other .... 1301 154 121 145| 141 154 177 203
Rest of the world . 322| 319| 327 31.3| 316 303| 346| 339

Table 7.2.—Fixed-Weighted Price Indexes for Gross National Product by
Major Type of Product, 1982 Weights

[Index numbers, 1982=100]
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Table 7.1.—Fixed-Weighted Price Indexes for Gross National Product,
1982 Weights

{Index numbers, 1982=100]

Seasonally adjusted
1984 | 1985 | 1984 1985 1986
v I u m v Ir
Gross national product....... 1085 1124 110.0| 1109| 111.9| 1127{ 113.8{ 1145
Personal consumption
expenditures ... 10851 112.2] 110,0| 110.7| 111.8] 1125{ 113.8) 114.2
Durable goods. 1041 105.1| 1045| 105.2| 1052 104.9( 1052| 105.8
Nondurable goods .. 105.6| 108.0| 106.8| 106.8| 107.7| 107.9] 109.4| 108.6
Services. 111.7| 117.1| 113.8| 115.0| 1164 117.8| 119.1| 120.6
Gross private domestic
investment
Fixed investment ... 102.1| 103.9| 103.0[ 103.3| 1036 104.1| 104.8| 1049
100.8| 102.7| 101.6] 102.0| 102.4] 102.9| 103.4| 1034
99.3| 101.8f 1008} 1010} 101.5| 102.0! 102.8| 1028
101.8| 1032( 1022} 1026| 103.0] 1035, 1038| 1038
Residential 106.4| 1083 107.8{ 107.7{ 107.9] 1082] 109.6 110.3
Change in business
inventorie
Net exports of goods and
services
Exports 104.6| 104.4| 1044 104.4| 1046| 10421 104.2| 104.7
Import 97.6(. 96.0| 97.1] 959 959| 955{ 968| 952
Government purchases of goods
and services.. | 1096 11461 111,00 1127} 113.8 1148 116.5) 117.2
Federal......... 107.91 111.2) 108.4| 109.9; 1101| 110.6| 1122} 1124
National defense 107.6] 111.7| 108.3| 110.2} 1105| 111.1| 1131} 1134
Nondefe 108.6| 109.9| 1085 109.8| 109.9| 109.5| 110.2| 1101
State and 1ocal ........coocoevcecererunes 110.8| .117.2| 112.9| 114.7| 1165 117.9| 119.6] 1206
Addenda: .
Final sales.......cooererccrmeesencncns 1084 112.3| 109.9| 1109| 1118} 112.6| 113.7| 1144
Personal consumption
expenditures, food.................... 106.9( 109.0| 1084 1084 1084 108.6| 110.5| 110.9
Personal consumption
expenditures, energy ............... 102.3| 103.2( 1024| 101.5| 104.4| 1038 1033| 99.6
Other personal consumption
eXPenditures........ccvevurerevnerennns 109.7) 114.2) 1114| 1125| 1136 114.7| 116.0 117.0

Note.—Percent changes from preceding period for selected items in this table are shown in

table 8.1.

Table 7.3.—Fixed-Weighted Price Indexes for Relation of Gross Nation-
al Product, Gross Domestic Purchases, and Final Sales to Domestic
Purchasers, 1982 Weights

[Index numbers, 1982=100]

Seasonally adjusted

Seasonally adjusted

1984 | 1985 | 1984 1985 1986 1984 11985 | 1984 1985 1986
v I I I v 1r v 1 It m w I
Gross national product...... 1085 1124 110.0! 1109 1119 112.7) 113.8| 1145 Gross national product.................. 1085 112.4] 110.0| 1109| 1119 1127| 113.8| 1143
i . A 109.9| 1109| 111.8] 1126| 113.7| 1144 Less: Exports of goods and
5‘;‘:‘,} ?iffg;;;i;;;; """"""""""" 1084) 1123 10 service: 104.6] 104.4| 1044 1044 1046| 1042| 1042] 1047
invgntoria Plus: Imports of goods and
service: 97.6 96.0 971 95.9 95.9 95.5 96.8 95.2
Goods 10581 107.7! 106.6( 107.0| 107.6| 107.7! 1084 | 1084 :
Equals: Gross domestic
T R LT — 105.7| 107.6| 106.6| 1069) 1075} 107.6| 1083| 1083 ) T 107.8| 111.6] 109.3| 110.1| 1111} 111.8| 113.1] 1135
Cl;::g:;;il;:smess Less: Change in business
106.3| 1061| 106.1 inventorie
Durable goods... 104.3| 106.2| 105.1| 106.0{ 106.3 . 3 X i )
i g . 106.2| 106.0| 106.0 Equals: Final sales to domestic
e 1043) 1061} 1051} 1059) 1062 purchasers 2..... -] 1077 us| 1002| 1100] 1ie| muz| 1ze| 134
paventories 1. Purch; in the United States of goods and i he duced
. furchases 1n e Unl €8 Of oo and services wherever produ .
N%r‘;dg{asb:lzsgoods igg% iggg %g’;g iggg iggi iggg }égg %‘]jgg 2. Final sales in the United States of goods and services wherever produced.
Change in business Note.—Percent changes from preceding period for selected items in this table are shown in
inventories table 8.1.
SEIVICES c.oeeviirerirnriareserinsnrsrennsens] 111.8| 117.6! 113.8| 1154 1168| 118.1) 119.6| 121.0
SEIUCLUTES ......ccverviirerrisisrsasensesanasnas 102.7| 105.7| 104.3| 104.6| 105.3( 1059| 106.8| 107.2
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Table 7.4.—Implicit Price Deflators for Gross National Product Table 7.7.—Implicit Price Deflators for the Relation of Gross National
{Index numbers, 1982=100} Product, Net National Product, and National Income
[Index numbers, 1982=100]

Seasonally adjusted

1984 | 1985 | 1984 1985 1986 Seasonally adjusted
v 1 i 11 v 1r 1984 | 1985 | 1984 1985 1986
1A% I It it v I
Gross national product...... 108.1] 111.7| 109.6| 1104 | 111.3| 1121 113.0] 1138
Personal consumption Gross national product...... 108.1| 111.7| 109.6| 1104 111.3| 1121 113.0| 1138
expenditures ...........cccecenmecenene 108.2| 111.6{ 1096} 110.3] 111.3| 1119 113.1| 1134 . .
Less: Capital consumption
Durable goods 103.9( 1047 10421 104.9) 104.8| 104.6( 1044 1049 allowances with capital
. 107.7| 106.6| 106.7| 107.5| 107.6{ 109.1| 1082 consumption adjustment ............ 103.2] 103.6| 104.0| 103.7} 103.3| 103.5| 103.9| 103.9
. i 1168) 1135 1147) 1161) 1174] 1187} 120.0 Equals: Net national product....... 108.7] 1128) 1103 1113 1124| 113.2( 114.3| 1151
Gl;:svsnsl:\?:f domestic . Less: Indirect business tax and
nontax liability plus business
Fixed investment. 1014} 1029 1021( 1024| 102.6| 103.0| 103.5( 1043 transfer payments less
Nonresidential 99.4| 100.9| 100.1] 100.5) 100.7| 101.0| 101.2{ 1020 subsidies plus current surplus
Structures... 99.3| 1027| 100.8| 101.8| 1027| 1028| 103.4| 1045 of government enterprises...... 1 1095] 113.8| 1123| 111.3| 114.8| 1155| 113.7| 1168
Producers’ durable L ;
i " 995 99.9 997 998 99.6| 1001] 1001] 1007 . Statistical discrepancy ... 107.4| 1106} 108.9 109.5| 110.3| 111.0( 111.8| 1124
Residential 1064} 1084| 107.9| 107.7) 107.9| 108.2| 109.7| 1104 Equals: National i 108.7| 112.7| 1101 111.3| 112.2| 113.0( 114.4| 1150
Change in business
inventories
Net exports of goods and Table 7.8.—Implicit Price Deflators for Command-Basis Gross National
sEervm:s 103.7] 1028} 103.2| 1029| .103.1] 102.7| 1024 102.6 Product ‘
Xpor . . . . § 5 z . _
Tmport o74| o58| 967| “o58| 957| 953| 962| 955 [Index numbers, 1982=100]
Government purchases of goods
and Services.........cipernniennnnne 109.0( 113.8} 110.7] 1124 113.6| 114.2} 115.0] 1164 Gross national product.................. 108.1| 1117 109.6! 1104) 111.3] 1121| 113.0| 113.8
; 0] 11021 1083| 109.9] 1104 1102} 1102 111.9 Less: Net exports of goods and
National defense ... 107.6] 111.1( 108.6) 110.1) 110.6]| 1109| 1128 1126 services
Nondefi 10511 107.7( 107.5| 109.4| 110.0) 108.1| 104.5| 109.9 Exports.... 103.7] 102.8| 103.2| 102.9) 103.1} 1027| 1024| 102.6
State and local ........c.evenniivrerines 110.6] 116.8( 112.7| 114.4! 116.1] 1175| 119.2| 120.0 Imports.... 974 95.8 96.7 95.8 95.7 95.3 96.2 95.5
Equals: Gross domesti
tall;{o'lga.l—Percent changes from preceding period for selected items in this table are shown in 1,‘:,8.-SL ross tomestle 107.2} 110.6| 108.5| 109.4| 110.2| 110.8| 111.8} 1124
e .1,

Plus: Command-basis net
exports of goods and services
Command-basis exports..|] 97.4| 958| 967| 958 957( 958| 962| 955

Table 7.5.—Implicit Price Deflators for Gross National Product by

TIPOIES vovereenevseneniernrescnens 974| 958| 967| 958| 957 958| 962| 955
Ma]or Type of Product Equals: Command-basis gross 06| 1105| 12| 1123] 1129
[Index numbers, 1982=100] national product............cnene.. 107.4] 1109 108.8] 109. . . . .
Gross national product...... 1081 111.7| 109.6) 1104} 111.3| 112.1( 113.0| 113.8 Table 7.9.-—Fixed-Weighted Price Indexes for Personal Consumption
g:::gs:ﬁsbusmess ..................... 108.1] 111.9] 1096 110.4) 1114 1120( 113.0| 1138 Expenditures by Major Type of Product, 1982 Weights
inventories [Index numbers, 1982=100]
Goods 1053 107.0| 106.2| 106.4) 106.8] 107.1| 107.6| 107.8
. Personal consumption
gﬂﬂgﬂfﬂ 105.2) 1069 1061 106.3) 1069) 107.0) 1074) 107.6 XPENIULES oo 1085 112.2] 1100 1107| 111.8| 112.5| 1138] 1142
inventorie Durable g0ods................ocoreeroenen] 104.1| 105.1) 1045| 1052] 105.2| 1049| 105.2] 105.8
Durable goods... 103.7) 104.8| 1043| 1049) 1047 1051| 1046| 1049 Motor vehiclés and parts ........ 106.2| 1083} 106.9| 108.2| 1083| 108.0| 108.6| 1095
Final sales .. . 103.7( 1048] 1043| 1049| 1047] 1051| 1045 1048 Furniture and household
Change in business equipment 101.1| 1005 1011 101.0] 100.6] 100.0| 100.3]| 100.5
inventorie Other 1049| 1068| 105.3| 106.1| 106.8| 107.3| 1069 107.5
Nondurable goods 106.5| 108.7| 107.7| 107.6} 1085| 108.7| 109.9 1100  Nondurable goods........ccccoummn..... 105.6| 108.0| 106.8| 106.8| 107.7| 107.9| 109.4| 108.6
Final sales .| 106.4] 108.5| 107.6{ 107.4| 108.6| 1085) 109.6| 109.8
Change in business Food 106.9| 109.0| 108.4| 108.4| 1084| 108.6{ 110.5( 1109
inventories Clothing and shoes J 1032( 106.3| 104.8| 105.3| 106.0] 106.0| 107.7| 1059
. Gasoline and oil .... 952| 96.0| 947| 932| 978| 968 965| 899
Services ... 18| 117.4; 1138) 1154| 1168  118.0) 11945 120.7 Other nondurable goods. 109.81 1134} 1110f 1117 113.0] 1139| 1152| 1154
Fuel oil and coal 96.1| 927| 938 91.3{ 934| 908| 955| 876
Structures .. 103.3| 106.4| 1048| 1053| 106.2| 106.6| 107.5] 108.5 Other 1116 1163] 1193] 1144] 1356 1169| 1178| 1191
Nore.—Percent changes from preceding period for selected items in this table are shown in  SEIVICES w..crvmrrooeermnesrmisrmrsssssscen 111.7) 117.1] 113.8] 1150 116.4| 117.8| 119.1| 120.6
table 8.1, Housing 115] 84| 1139] 153| 113] 1195 1215] 1229
Houlsehold operation ... | 1122| 1158| 1139| 1144 1158| 116.8| 116.1| 1173
6.— ici < . Electricity and gas 4 1125] 1147] 1140| 1143| 1154 1157| 1137| 1145
Table 7.6.—Implicit Price Deflators for Gross National Product by Other " 1132311 1169] 1158| 1145 116a| 1i80| 1187| 1202
Sector { 1096 1181 1106| 111.8| 1118 113.1| 115.6] 120.1
113.4| 1201 1160| 117.9| 119.6| 1207| 1222| 12387
[Index numbers, 1982=100] Other 111.0{ 1150{ 112.8| 1187| 114.6] 1154| 116.4| 1172
Gross national product...... 1081 11L7| 1096} 1104| 111.3] 1121 113.0| 1138 . .
Gross d . " a: p‘o © 181! 107! 106! 1104! 1103] 121! 1se! 1ss Table 7.14.—Fixed-Weighted Price Indexes for Exports and Imports of
1 e . o] 5 o . o) o . .
r:ss. " 107.4| 110.6| 1089) 109.5] 110.3| 111.0| 111.8| 1124 Goods and Services, 1982 Weights
Nonfarm 1073| 111.0| 1089| 1007| 110.7| 111.5[ 1121| 1130 {Index numbers, 1982=100]

106.8| 110.3| 1084] 109.1y 1100| 1107} 111.2| 1119
111.9( 1188 114.2| 1157 1176| 1199| 121.9| 1235 .
1125 952! 1071| 10L4 93.4 87.9 08.3 90.1 Exports of goods and services..... 104.61 1044 104.4| 104.4| 104.6| 104.2| 104.2| 104.7
| 1074| 1106 1089 109.5| 110.3| 1110} 111.8| 1124 Merchandi 99.2| 1009 1002] 1000} 987! 98.1| 985
instituti Durable goods 101.0| 101.3( 101.1] 1013} 100.9| 101.8] 100.7

Households and institutions.....| 112.9) 117.2| 114.3| 1155| 116.6( 117.7| 1188| 120.1
Private households | 12| 1062] 1007 1059] 106.3| 106.4] 106.1| 1054 Nondurable goods 96.9| 1003} 989 982| 959| 945) 957
Nonprofit institutions . 1138 1181} 1153| 116.3| 117.5| 118.6{ 119.9} 121.3 111.81 109.5] 1104 111.4] 1122] 1181 1187
118.21 110.7{ 111.7{ 112.8| 113.6| 114.6{ 11564

Factor income

Government . . 119.3) 114.3| 117.0( 1185| 119.9} 1220} 1235
: 1150] 1103| 1139| 1144| 1146] 1171] 1174 Other .. 109.3| 1075| 1082| 109.0| 109.7] 1104| 1106
121.6] 1164| 1186 120.7| 1226| 1245) 126.7 Imports of goods and services..... 976 960| 97| 959| 959| 955| 968 952
112.8] 1103 111.3| 1124| 113.3| 1143| 1152 Merchandi 955| 927| 946 929 927| 919| 932| 906
Addendum: Durabie goods 1 971 952| 961 946] 946 949| 966; 980

939 901| 931 91.3] 908]| 89.07 89.7| 8.1

105.8| 104.3| 1044| 1053| 106.0| 1074| 1085
112.8( 110.3; 111.3| 1124 1133} 1143| 1151
1003 995| 99.1| 99.7| 100.3] 1020| 1034

Nondurable goods

Gross domestic business
product less housing 107.0

Factor income
Other

lI;}(rrgE.—Percent changes from preceding period for selected items in this table are shown in
table 8.1.
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Table 7.15.—Fixed-Weighted Price Indexes for Merchandise Exports and
Imports by Type of Product and by End-Use-Category, 1982 Weights

[Index numbers, 1982=100]

June 1986

Table 7.16.—Fixed-Weighted Price Indexes for Government Purchases
of Goods and Services by Type, 1982 Weights

{Index numbers, 1982=100}

Seasonally adjusted Seasonally adjusted
1984 | 1985 | 1984 1985 1986 1084 | 1985 | 1984 1985 1986
v I o |m/|w]| r v 1 n|m)|wv | r
Merchandise export 102.1 99.2( 1009 100.2| 1000 98.7| 98.1 98.5 Goverll;men‘: purchases of 1006] 146! 1ro| 1127| 1138| 148| 1165] 172
Foods, feeds, and beverages.. 1075 955| 1004| 989| 986| 949| 899 931 000S and SErviCeS .o - - ’ g - : - -
Industrial supplies and Federal 107.9| 111.2| 108.4| 109.9| 1101| 110.6| 112.2| 1124
E:f:ﬁzlsgoods e I o I e o1 1l 80| e National defense. 1117| 1083 1102 1105| 1111| 1181] 1184
Nondurable goods onl 993l ersl ee1l e41| om0l o047 Durable goods.. 1110 1100 111.4| 1102| 111.3| 1111 1114
Capital goods, except autos . 100.8| 100.8| 1009 101.2| 1007| 100.4] 100.0 Nondurable goods 151‘22 lfl‘gg lffgg lfl’gé 1?2 g 1?2 g 1?% ;’
Autos 1096 107.2| 107.7| 100.4| 1106| 1107] 1112 Pl - - - -
Consumer gﬁ’;ﬁi J9.9) 1000} 9961 S97) 1001| ioez) 1018 employees.. 1098| 1151| 1103| 1189 1144| 1145] 1176] 1178
Nondurable goods 1043| 103.8| 104.0| 1042| 1045| 1046| 1061 Military . 1008| Laz| Lol me 48| iz L8s Las
Other 101.3| 102.4| 101.9| 102.0| 101.0| 100.3] 1008 viiian .. 9. - - - - - - -
Durabis goods 1013] 1032l To1s| 10s0| 1o1o| 1003( 1008 Other services.. 5| 1131{ 11009| 1117| 112.8| 1136| 1143] 1151
Nondurable goods . 1008| 1024| 1019| 10z0| 1010] 1003| 1008 Structures 1085| 107.4) 108.1( 1082 1084| 1095/ 1120
s Nondef 6| 1009| 1085| 1098| 1099| 1095| 1102{ 1101
Merchandise imports.......... 95.5 92.7 94.6 92.9 92.7 91.9 93.2 90.6 Durable goods 978 99.0 98.3 987 98.8 991 99.4 993
Foods, feeds, and beverages........... 101.9 97.8} 999 992 978| 964] 97.7} 103.7 Nondurable goods
Industrial supplies and Commodity Credit
materials, excluding Corporation inventory
93.7| 87.4| 921| 887| 880| 87.3] 857| 849 change
937| 874 921| s887| sse| s73| s57| 850 Other mondurabies. 100.8| 1007] 102.0| 1021 101.3| 998 99.8] 921
937| 874 921| 888l 80| 87.3| 857| 849 Services 1000 1135| 1100{ 1126 1133| 1137| 1145] 1150
s44| 878 858| 858] 824| 839| 688 Compensation of
Capital goods, except autos .. 88.7 90.4 88.2 88.1 88.6 89.8 91.2 employees. 109.6| 114.8| 110.4| 113.8| 1145| 1150 1159| 1164
Autos 107.1] 1054 1050] 1058| 1063| 1107| 113.4 Other services. 1081 1115) 1093| 1107 111.4| 1117| 1122| 1129
Consumer goods .. 99.51 99.7 997 99.3| 988 99.7| 1010 1023 Structures .| 1039| 107.8| 105.1! 1059| 107.1{ 108.0{ 108.3| 109.1
Durable goods.. 97.1| 959| 958| 952| 951| 956| 97.6| 994
Nondurable goo 050l 1003l toeel 0Bl oa1l 1022] 1059| 106 State and ool 08| 117.2] 1129] 1147 1165| 117.9] 119.6] 1206
Other 985 968| 978 963 962| 966 981| 995 Durable goods 1043| 1064 104.8| 1057| 1063| 106.4| 107.3| 107.4
Durable goods | 985! 968l 978| 963| 962 966( 981| 995 Nondurable goods . 99.0| 994| 988, 986 996/ 981| 101.4| 953
Nondurable goods ... 985| 968| 978 963| 962| 966| 9%1] 995 1 1185| 1200] 1160| 11811 1200] 1218| 1236| 1256
Compensatlon of employees 113.8| 121.6] 116.4| 118.6] 120.6| 122.6| 124.5! 126.6
Other services. Tl 1125] 1175] 1144| 1157| 1169 1182 119.3| 1208
Structures 1046| 1111] 1067| 1084| 1108| 1122| 1127| 1131

Table 7.17.—Fixed-Weighted Price Indexes for National Defense
Purchases of Goods and Services, 1982 Weights

[Index numbers, 1982=100)

Table 7.18.—Current-Dollar Cost and Profit per Unit of Constant-Dollar
Gross Domestic Product of Nonfinancial Corporate Business

[Dollars]
Seasonally adjusted Seasonally adjusted
1984 | 1985 | 1984 1985 1986 1984 | 1985 | 1984 1985 1986
v 1 14 m v 1r v 1 n m v I
National defense Current-dollar cost and
PULChASES ....corveerrereerorinn 107.6| 11.7| 108.3| 110.2| 1105| 111.1| 113.1[ 1134 profit per unit of
constant-dollar gross
Durable goods 111.0| 110.0; 1114| 110.2) 111.3| 11L1] 1114 domestic product ! .......... 1.056| 1.088| 1.070| 1.077| 1.086| 1.092] 1.097| 1.104
Military equipment 110.4| 11264 111.7{ 113.0( 111.7| 113.0| 1128} 113.0 i i
Airoraft 122.3] 1244| 1242| 1256| 1219| 125.0| 125:2( 1251 C";;‘.t:i::::s:m‘;::‘:;m,
issiles 106.1] 107.8| 107.3| 108.3] 1084 107.8] 107.0| 1050 consumption adjustment a19| az1| . i .
Ships 10841 1130 1110 1127] 1133 113.0] 113.1]| 11438 p' djustmen 1) 120} 2020 A2 128) 128
Vehi 7.4 73.1 1.8 72.0 73 745 4.9 75.1 Net domestic product... 937 967 950 957 965 971 975 982
1049 1053| 1053| 1051 1047 1048| 1055
1066| 1041) 106.4| 1072 1071| 1057| 1069 I“gg:f;xbﬁjﬁﬁifgl"u;“d
Other durable goods.. 1036| 1026| 1039| 1035] 1087 1035| 103.9 business fransfer payments
less sub 099 .102| .100| .100] .108] .102| .102{ .105
Nondurabl . .
ondurable goods. 89.6) 898 80| 901 900) 896 887 DOMESHC 1COME e 23| se5| .850| .857| .862| .869| .&72| 877
Petroleum products 792 809 784| 797 800 789 715 Compensation of employees...] .687 110 697 103 109 709 18 122
ition . 114.2] 111.6| 1136| 1144| 1144| 1145| 1138 Corporate profits with
Other nondurable goods............. 104.1] 1084 | 105.0| 108.1{ 109.0| 1075 1091} 1100 inventory valuation and
X capital consumption
Services 109.7) 1144 1105| 113.2) 113.8| 114.2| 116.5] 116.9 adjustments 108 114 109 111 111 120 114 117
p 1098 1151| 1103| 1139| 1144| 1145| 117.6| 1178 Profiis tax liability .. 085) 029) 032} 020 028/ 030 .029) 025
L 1098( 1152 11011 1140| 1143] 1142| 1185 1186 vontory yato it ond
Civilian 109.8| 1148( 1106| 1138| 1145| 1150 1159| 1163 capital consamption
Other ServiceS..........ommmeermrmmsren 109.5| 113.1| 1109| 111.7| 1128| 1136 1143| 1151 adjustments P o3| 0s5| om| os1| s3] 90| .0ss) .03
Contractual research and Net interest. 042 041 044 .043] .042| .0d0] .039| .038
¥ 109.8| 1120] 111.4| 1125| 111.2| 1121] 1124| 1129
Installation support !

Weapons support ...
Personnel support 3.. . . X K . K
Transportation of materiel . 990 1049! 101.3] 1033 1045} 1059] 106.0) 1059

Travel of persons .. 1106} 1058| 109.4{ 1103( 111.5| 1115{ 1118
Other

Structures ...............cocvevvivenrisnrrennnns 1055| 108.5( 107.4| 108.1{ 108.2! 1084 109.5| 112.0
Military facilities ........crecinace | 1053 1082] 1075} 1084 108.0| 107.6) 1088| 1119
Other 1059 109.0| 107.3| 107.6( 108.5! 109.6{ 110.5| 1123

1. Includes utilities, tions, rental payments, maintenance and repair, and payments
to contractors to operate installations.

2.1 des depot maint and contractual services for weapons systems.

3. Includes compensation of foreign personnel, consulting, training, and education.

1. Equals the deflator for gross domestic product of nonfinancial corporate business with the

decimal point shifted two places to the left.
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Table 8.1.—Percent Change From Preceding Period in Selected Series

[Percent]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1984 | 1985 | 1984 1985 1986 1984 | 1985 | 1984 1985 1986
v 1 I I v Ir v I I il v Ir
Gross national product: Exports of goods and services:
Current dollars 10| 57| 43| e8] 45| 58| 43| 57 Current dollar 86| —38| —19| 98| 105 63| 52| T4
1982 dollars. 65| 22| 6| 87| 11| 30| 7 29 1982 dollars.. 62| —30) 4| —88) —109) -5l} 66] 6§
Implicit pric 41 33 37 3.0 33 2.9 33 2.9 Imp!lcit pricg deflator.. 2.3 —9| -28| -12 8| ~15 —-12 8
Chain price index 43| 35| 34/ 35| 35 28| a7l 21| Chain priceindox..... A I B I B k| I A B X
Fixed-weighted price index..| 43| 36| 35| 35| 36| 27| 39| 25 Fixed-weighted price index. Gl It Bt el g
4 Imports of goods and services:
" e IR R
1 19 ollars.... X . 6] —27. . % . .
?ggﬁlﬂ?f& ZZ gg gz Zé g% gg 4'? . gg Implicit price.deflator.. —-1| -16 —-24| -37 —4| =17 3.8 —ig
Implicit price de 41{ 31| 31| 26| 37| 22| 44| 11 Chain price index ...... o T N ot 4 N B B v A R+ Wy
Chain price index.. 43| 34| 86| 27| 37| 24| 46| 15| Fixed-weighted price index -16) 201 —4 : : ' :
Fixed-weighted pri 43 34 3.6 2.7 3.8 2.6 46 16 Government purchases of goods

Durable goods: Corront daftars 90l 107l 18] 47l 94| 204] 124] -94
Current dollars.. 14.3 9.2 13.2 12.2 58 237 —14.1 1.2 . ) ’

1982 dollars......... 12.3 84 12.6 9.3 6.5 243 —133 -1 1982 dollars..... 43 6.0 69| —14 47 182 9.2 —13.8

Implicit price deflator .. 1.8 8 4 2.7 4 8 _8 1.9 Implicit price deflator.. 45 44 4.5 6.3 43 2.1 2.8 5.0
ain price index 11 1.0 9 29 —1.1 13 21 Chain price index ......... 46 4.8 4.0 6.1 4.7 417 47 2.3

Fixed-weighted price Fixed-weighted price index. 4.6 4.6 4.0 6.2 41 3.6 53 23
INAEX .eovveneeerreninrerornens 1.8 1.0 9 2.8 1} -10 11 Federal:

Nondurable goods: Curre.nt dollars .. 9.9 13.6 193 1.8 41 36.0 23.7| —25.8
Current dollars.. 6.8 4.6 3.0 5.8 6.6 19 6.2 3.2 1982 dollars......... 6.2 10.3 151 -338 2.1 37.3 234| —-30.1
1982 dollars. 34 23| —12 5.6 3.3 15 6 6.6 Implicit price deflator .. 35| 30 3.8 6.0 18] -1 0 6.3
Implicit price deflator .. 3.3 22 42 A4 3.0 4 57| —-33 Chain price index 36 3.4 2.0 57 24 43 3.2 1.4

hain price index............. 3.3 2.3 4.3 3 3.3 K 57| -38.1 i i i ’ : i " :
Firag, vl:eigh ted price Fixed-weighted price
I0AEX oo 34| 23 42| 3| 24| a| 57| -3 index 35) 31 181 8B1 9 15 45 T

Services: Naéional defense:

: urrent dollars ........| 99| 105 206 33| 108| 286 33| —59
1083 Bl So| 73| &3 33| o %4 | i 1982 dollars - 63| 7ol 160| —21| 87| 20| -32) 54
Tmplicit price defiator . 55( 48| 36| 43| 50| 46| 45| 45 Implicit price deflator | ~ 35| 33| 38| 66| 18 11} 70} -7
Chain price index ..., 56| 48] 38| 44| 50| 46| 47| 47 Chain price index... 35| 33| 24 56| 30| 57/ 35 18
Fixed-weighted price Fixed-weighted pri
INEX crorevererrrenenrronsoene 56| 48| 89 44| 50 47| 46| 48 dex. 36| 38| 30| 74/ 10/ 23| 53| 12
Gross private domestie Nondefense:

investment: Current dollars 98| 232 165| —-23| ~-14.2| 828 974 —6038
Current dollars.. 34.3 —7| —-66| —106 96 -39 91| .232 1982 dollars. 59| 202 130 —-92| —-16.0| 959 1254 —67.8
.df)llar.s. 314| —-19| -7.7| —-11. 104 —6.3 6.8 18.7 Imp!icit pric . 3.8 2.5 3.0 7.3 22 —6.7| 127 22.3
Implicit price Chain price index......... 3.7 3.8 1.0 6.2 NG 2.3 4

Chain price m;iex_ . Fixed-weighted price
Fixed price index indeX...ooecrerernamneennrens 34 1.2 —.6 2.1 5 -5 24 -5

Fiéfl(:ri;rtexsito‘ﬁ;:: 194 9.0 11.9 12 11.9 53 12.0 44 State and local: :

1982 dollars........ el 75| 105 0| 11| 40| 97| —76 Curront dollars 84l 85| &4 69 186 96 421 D6

Implicit price deflator.. 15 15 1.2 12 8 1.6 2.0 3.1 Implicit ric;.de af 5.8 56 5.5 6.2 61 49 - 59 27

Chain price index 18| 15| 17| -1| 12| 13| 26 4 P e 1 r- y ' y y ' y y .

Fixed-weighted price Chain price index 54 5.8 54 6.3 6.4 5.0 5.8 3.1
IO s 1| 18] 20| 5| 14| 18| =26 7 Fixed-weighted price

N dontial ) : ' - . FETs 25 SORTOOOON 54 5.8 5.4 6.4 6.4 5.0 59 34
onresidential:

Current dollars. 21 113 20 13 133 87| 123|104 Addenda:
ollars...... . , . —.5 125 24 11.3| -133 i "
Implicit price deflator .| 5| 15| 20| 16| 8| 12| 8| 32 [ Gresdomestic purchases: 85| 28] 1ol 4l a4l s0| 30
Chain price index.......... 8| 14| 19| 3| 13| 14| 16| 4 . S0 IS : - - : - 25
Fixed-weighted price Cbam price index . 4.0 33 33 2.9 34 2.6 42 14
ANAEX v 10| 18] 22 9| 16| 20| 19 1 Fixed-weighted pri 40/ 35| 35| 31 86| 27| 45 17
Structures: Final sales:
Current dollars 170 153] 165 246| 90| 17 100| —118 1982 dollars., 45/ 391 40p 62, 12| 50| 18| -17
1982 dollars 146 1L5| 121| 198 52| 12| 172|154 Chain price index ....... 43| 36| 35| 36| 36 27| 37 22
In:;lplti]cit price 09 04 . Fixed-weighted price in 43 3.5 34 3.5 3.6 26 39 24
eflator............cce.. . x .1 4.0 3.6 4 24 43 N .
Chain price inde 22| 26| 83| 11| 18 21| 82| 1| Finalsalestodomestic
Fixed-weighted purchasers:
price index ........... 22| 26| 82| 11| 17| 20| 82| -1 ez :‘l’}ifc':. J 841 a5l 52 2Tl 451 1O} 33 19
nagex .. A R x o o
Prg‘:l‘:li;(:;se‘ncé}lrable Fixed-weighted price index. 4.0 35 3.5 3.1 3.6 2.7 4.5 1.6
Current dollars 21.7 921 251 —95| 159 48| 135| —9.8 || Command-basis gross national
1982 dollars.... 22.2 8.8 2421 —10.2 16 3.0 185 —121 product:
Implicit price 1982 dollars 6.8 23 6 3.9 11 3.0 2 34
deflator...........co.cvee.s —4 4 8 4 —.8 2.0 0 24 Implicit. price deflator.. 4.0 3.3 38 3.0 33 2.6 4.0 22
Chain price index 8 1 -1 9 1.0 7 -6 .
Fixed-weighted Gross domestic product:
price index ............ 3 14] 16 8 15| 19 10 119821.d9tllar,s I 68| 25 81 42| 14 31 T 33

Residential: mplicit price deflator.. 41 3.3 3.7 3.0 33 29 33 29
Current dollars .. 17.8 3.6 —9.6 N 85 97| 11.83| 124 Business:
11982l.d5)tllar§ ..... 12% %g - (1)§ 1.; 7‘% %,? g; g'é 1982 dollars N 27 q 48 15 34 5 3.5

mplicit price def . . R . = K . . . Implicit price deflator......... X . . . .
Chain price index............. 41 1.8 1.3] —11 11 11 53 2.5 mpiielt price deflator 40 80 38 22 30 26 29 22
Fixed-weighted price Nonfarm:

INAEX wovvvvrvcvcrercrmnmssnsncensed 4.0 19 4] -7 9 12 52 25 1982 dollars...........c........ 7.6 2.6 L8 3.5 2.3 2.6 A 44
Implicit price deflator . 3.7 34 38 3.0 31 2.9 22 33
Disposable personal income:
Current dollars.. 10.1 49 41 2.3 120 -25 6.7 6.8
1982 dollars 57 1.6 6 -3 82| —4.5 2.3 55

Nore.—The fixed-weighted price index and the chain price index, both of which are weighted
averages of the detailed prices used in the deflation of GNP, are measures of price change. In
calculating changes in these indexes, the composition of GNP is held constant. Consequently
these changes reflect only changes in prices. The fixed-weighted price index measures price
change over any period, using as weights the composition of GNP in 1982. The chain price index
measures price change between two consecutive periods, using as weights the composition of

GNP in the first period. The implicit price deflator is a byproduct of the deflation of GNP. It is
derived as the ratio of current- to constant-dollar GNP (multiplied by 100). It it the average of
the detailed prices used in the deflation of GNP, but the prices are weighted by the composition
of GNP in each period. Consequently, the implicit price deflator reflects not only changes in
prices but also changes in the composition of GNP, and its use as a measure of price change
should be avoided.
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Reconciliation and Other Special Tables

Table 1.—Relation of Net Exports of Goods and Services in the National Income and Product
Accounts (NIPA’s) to Balance of Goods and Services in the Balance of Payments Accounts

Seasonally adjusted at annual rates

(BPA’s)
[Billions of dollars]
Line 1985
I

1| Exports of goods and services, BPA’s 358.5] 352.2

2| Less: Gold, BPA’s 1.7 19

3 Capli)tla&l' gains net of losses in direct investment income receipts, 49] —11.0

s.

4 Statistical differences ! -11] -14

5 Other items 0 0

6 | Plus: Adjustment for U.S. territories and Puerto Rico. 11.6 11.6

7 Services furnished without payment by financial intermediaries 54 5.2

except life insurance carriers and privaté noninsured pension plans.

8 | Equals: Exports of goods and services, NIPA’s 369.9| 379.6

9 | Imports of goods and services, BPA’s 461.2| 4435
10| Less: Payments of income on U.S. Government liabilities 21.3 21.2
11 Gold, BPA’s, 3.2 4.0
12 Capital gains net of losses in direct investment income payments, .6 12

BPA’s.

13 Statistical differences ! -16 5.7
14 Other items. 0 0
15 Plus: Gold, NIPA’s -1 -1
16 Adjustment for U.S. territories and Puerto RiCo .......coccvreverccuceecnruocionnecens 54 5.4
i Imputed interest paid to foreigners 54 5.2
18 | Equels: Imports of goods and services, NIPA’s 448.4| 4219
19 | Balance on goods and services, BPA’s (1—9) —-102.7| —91.3
20 | Less: Gold (2—11+15) -15| —-22
21 Capital gains net of losses in direct investment income, BPA's (3-12).. 43| —123
22 Statistical differences (4—13) b5l 11
23 Other items (5—14) 0 0
24 | Plus: Payments of income on U.S. Government liabilities (10).... 2131 212
25 Adjustment for U.S. territories and Puerto Rico (6—16)... 6.2 6.2
26 | Equals: Net exports of goods and services, NIPA's (8—18) —785| —423

1985 1986
o | m | v I
357.4| 360.9| 3635 366.4

12| 20| 19| 13
39| 148 120 83
1 —20] —11] -11
0 0 0 0
116 116] 116| 114
53| 54| 55| 56
369.2| 3632] 367.8| 8744
461.2| 458.8| 481.3| 489.0
21.1| 215| 215| 228
23| 37| ‘28| ‘15
21| —5] —4| 19
69| —61| —130| —130
0 0 0 0
0 —1| =1y -1
54{ 54| 54| 50
53] 54| 55| 56
4305| 4510| 4812| 4802

—103.8| —97.8|—117.8|—122.5

—11} —-17| —-10| -63
17} 153| 124| 69
—68| 41| 119| 19
0 0 0 0
211| 215| 215| 228
62| 621 62| 64
—70.3| —87.8|-1134|—105.8

1. Consists of statistical revisions in the BPA’s that have not yet been incorporated in the NIPA’s.

NortEe.-Lines from the balances of payments accounts are revised and are as shown later in

the SURVEY.

Text continues from p. 35

Beginning with the second quarter of
1982, transactions with unincorporat-
ed affiliates were required to be re-
ported separately by account. Howev-
er, many large U.S. companies en-
countered reporting problems. The re-
porting problems in the last three
quarters of 1982 and errors in BEA’s
estimates of first quarter 1982 trans-
actions resulted in the understate-
ment of equity capital outflows and
the overstatement of reinvested earn-
ings of unincorporated affiliates.
When reporters filed the 1982 bench-
mark survey, they provided corrected
data by account, which led to sizable
revisions in the estimates. The revi-
sions were particularly large in the
petroleum industry, which conducts
proportionally more of its direct in-
vestment activities through unincor-
porated affiliates.

Timing differences may also have
generated sizable capital flow revi-
sions, especially in the intercompany
debt component. BEA calculates debt

flows as the change in debt balances
from one period to the next. The bal-
ance must be reported to BEA on the
quarterly survey no later than 45
days after the close of an affiliate’s
quarter and is based on preliminary,
unaudited data. The benchmark
survey, in contrast, was filed several
months after the close of the year and
was based on final, audited data. Be-
cause of the preliminary nature of the
quarterly data, the dates on which
transactions are recognized frequently
differ from those in the final, audited
financial statements. The differences
are particularly large for debt trans-
actions because of their size and vola-
tility.

The $1.2 billion, or 5 percent, down-
ward revision in income probably re-
sulted from affiliates switching from
FASB 8 to FASB 52 (discussed earlier)
and from changes to reported data.

Royalties and license fees, which
were previously combined with fees
for other services in one account (enti-
tled “fees and royalties”), are now
shown separately. Royalties and li-

cense fees were revised up 10 percent,
and fees for other services were re-
vised down 23 percent. The latter re-
vision is partly due to a clarification
of the instructions on the form for
this item. The clarified instructions
stressed that sales of services, as well
as reimbursements for services ren-
dered, were to be reported. (Sales of
services are receipts for services ren-
dered that are normally included in
sales in the income statement of the
seller; reimbursements are receipts
for services, such as allocated or over-
head charges, that are normally in-
cluded in “other income” in the
income statement of the provider of
the service.) Previously, some compa-
nies excluded sales of services. Be-
cause fees for ‘“‘other services” af.)
shown on a net basis, the downward
revision implies that the prior esti-
mates excluded larger sales of serv-
ices by foreign affiliates to U.S. par-
ents than by U.S. parents to foreign
affiliates. The revisions also reflected
corrections to the data for a small
number of affiliates.



By EUGENE P. SESKIN and DAVID F. SULLIVAN

BUSINESS plans to spend $387.2
billion for new plant and equipment
(P&E) in 1986, 0.2 percent more than
in 1985, according to the BEA survey
conducted in April and May (tables 1
and 2, and chart 1).! Spending was
$386.4 billion in 1985, 9.0 percent
more than in 1984,

1. The survey covers expenditures both for new fa- .

cilities and for expansion or replacement of existing
facilities that are chargeable to fixed asset accounts
and for which depreciation or amortization accounts
are ordinarily maintained. The survey excludes ex-
penditures for land and mineral rights; maintenance
and repair; used plant and equipment, including that
purchased or acquired through mergers or acquisi-
tions; assets located in foreign countries; residential
structures; and a few other items.

The estimates presented are universe totals of do-
mestic P&E expenditures for all industries surveyed
quarterly, which account for nearly 90 percent of cap-
ital spending by U.S. nonfarm business. Sample data
are compiled from reports on a company. basis, not
from separate reports-for plants or establishments. A
company’s capital expenditures are assigned to ‘a

Plant and Equipment Expenditures,
the Four Quarters of 1986

The latest estimate of planned
spending for 1986 is $7.9 billion lower
than that reported in April for the
survey conducted in January through
March. The previous: survey showed
planned spending of $395.1 billion for
1986, 2.3 percent more than in 1985.2
Although downward revisions were

single industry in accordance with the industry classi-
fication of the company’s principal product or service.

P&E expenditures differ from nonresidential fixed
investment, which is a component of GNP, in type of
detail, data sources, coverage, and timing. For further
information, see pages 24-25 of the February 1985
SurvEY OF CURRENT BUSINESS.

2. The estimates of planned spending have been ad-
justed for systematic reporting biases. The bias adjust-
ments are calculated by industry for each planning
horizon. For a given time period, the bias-adjustment
factor is the median of the ratios of planned to actual
expenditures for that time period in the preceding 8
years. Before adjustments, 1986 planned spending was
$379.05 billion in “all industries,” $152.10 billion in
manufacturing, and $226.94 billion in nonmanufactur-
ing.

Fable 1.—New Plant and Equipment Expenditures by Business

[Percent change from preceding year]

Actual Planned
1986
1984 1985 Oct.-Nov. | Jan.-Mar. | Apr.-May
. 1985 1986 1986

survey survey survey
All industries ! 16.3 9.0 2.4 2.3 0.2
Manufacturing 19.5 10.3 -1 -9 —-2.6
Durable goods 24.8 104 —-2.5 ~29 ~14
Primary metals 2 184 82 —3.3 —. 1
Blast furnaces, steel works 8.9 15.9 —6.8 ~2.1 2.2
Nonferrous metals 22.6 —-11.6 —14 1.9 —.6
Fabricated metals 22.5 35 -5 7.5 13.2
Electrical hinery 279 6.5 —10.2 -10.7 —4.7
Machinery, except electrical 14.1 3.7 -39 -39 -17.9
Transportation i t 2 428 19.2 24 5 1.1
Motor vehicl . 53.7 '29.0 3.7 18 -3
Aircraft 227 —-33 3.0 2.8 13.9
Stone, clay, and glass..... 116 10.1 i —4.6 ~5.0
Other durables 22.2 19.6 2.3 -9 5.5
Nondurable goods 15.0 10.2 2.1 1.1 -36
Food including beverage 13.3 16.6 —.2 4.6 1.7
Textiles 23.7 —-17.3 -11.8 9 —4.3
Paper 21.8 183 3.6 3.8 6.7
Chemical 18.3, 74 -1 5.6 4.3
Petroleum 103 45 34 ~81 —24.4
Rubber 26.2 23.4 6.3 31 44
Other nondurables. 14.8 16.6 45 9.3 16.4
Ni facturing ! 14.3 8.2 4.1 4.3 2.1
Mining 11.0 -59 —6.2 -125 —22.2
Transportation 18.3 8.8 5.1 5.8 11
Railroad 39.1 4.0 23 ~22 —88
Air —183 -~ 841 19.3 28.5 20.1

Other 30.6 ~.5 -~2.0 -26 —25 .
Public utilities 5.6 21 —4.4 —.5 —438
lectric 6 —25 70 18 —68
Gas and other 35.6 20.9 3.0 3.4 1.0
C cial and other 177 118 77 74 7.0

1. Surveyed quarterly. .
2. Includes industries not shown separately.

157-584 0 - 86 - 2 : or, 3

widespread, three-fourths of the total
revision was accounted for by the pe-
troleum manufacturing and mining
industries. The latest estimate for the
two industries combined indicates a
decline in 1986 of $10.0 billion, a de-
cline $5.9 billion larger than reported
in the previous survey; in 1985, the
two industries combined showed little
change in spending. (If the two indus-
tries are excluded from “all indus-
tries,” the 1986 planned increase
would be 3.2 percent.)

Real spending—capital spending ad-
justed to remove price changes—is es-
timated to decline 1.3 percent in 1986.
Real spending increased 7.6 percent
in 1985, following an increase of 15.1
percent in 1984 (tables 2 and 3). Esti-
mates of real spending are calculated
from survey data on current-dollar
spending and from estimated capital
goods price  deflators developed by

NSRRI  CHART 1
New Plant and Equipment Expenditures

Percent Change
30 -20 .10 0 10

200 30 40

ALL INDUSTRIES

Air Transportation

Commercial and
Other

Gas and Other
Utilities

Durable Goods

Manufacturing

Other
Transportation

Nondurable Goods 1
Manufacturing

Electric Utilities

. Railroad
Transportation

Mining

U.S: Department of Commerce, Bureau of Economic Analysis 86:6-1
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Table 2.—New Plant and Equipment Expenditures by Business in Current and Constant Dollars
Billions of dollars; quarters seasonally adjusted at annual rates
1985 1986
1984 1985 1986 1
I i I v I I I WA
Al industries 2 354.44 386.41 387.25 371.16 387.83 388.90 397.74 376.08 387.42 388.87 396.61
Manufacturing 138.82 153.15 149.17 145.65 154.33 154.04 158.57 143.06 148.01 148.47 157.16
Durable goods 66.24 73.14 72.09 69.87 73.96 12.85 75.87 67.74 72.20 71.42 76.98
Primary metals 2 7.15 7.3 174 7.62 744 791 8.16 7.83 7.69 747 795
Blast furnaces, steel works 3.54 4.10 4.01 3.92 392 4.09 448 3.89 3.83 4.06 4.25
Nonferrous metals 213 1.88 1.87 2.00 1.76 1.85 1.90 1.87 1.80 1.74 2.06
Fabricated metals 3.4 3.56 4.03 342 331 3.72 3.9 4.05 3.89 3.96 4.22
Electrical machinery 14.61 15.57 14.83 15.58 17.09 15.30 1431 12,88 15.18 15.78 15.48
Machinery, except electrical 1541 1597 14.72 15.86 16.31 15.55 16.17 14.18 14.85 14.37 1547
Transportation equi t 3 16.18 19.29 19.51 17.08 18.86 18.97 22.26 18.13 19.22 18.47 22.21
Motor vehicl 11.20 1445 14.40 12.02 14.14 13.92 17.72 13.12 14.40 13.38 16.72
Aircraft 3.57 3.46 3.94 3.53 3.37 3.65 3.27 3.82 3.67 3.92 433
Stone, clay, and glass 3.09 3.40 3.23 3.20 3.43 3.60 3.38 3.04 3.25 3.35 3.29
Other durables 4 6.37 7.62 8.03 7.12 #.7.52 8.00 7.82 7.63 8.12 8.03 835
Nondurable goods 72.58 80.01 717.09 75.78 80.36 81.19 82.70 75.32 75.80 77.04 80.19
Food including beverag 8.82 10.29 10.46 9.41 1040 10.44 10.90 9.44 10.66 10.80 10.95
Textiles 1.92 1.78 170 2.01 1.86 1.74 1.50 1.52 177 177 1.76
Paper 7.21 8.63 9.10 17.76 8.10 8.64 9.60 8.63 897 9.19 9.59
Chemi 15.32 16.45 17.16 16.43 16.90 16.28 16.19 16.02 16.82 17.27 18.52
Petroleum 25.53 26.68 20.17 25.44 27.69 27.25 26.35 2248 19.56 19.18 19.45
Rubber 3.11 3.83 4.00 3.36 3.58 3.86 4.53 4.31 4.18 3.63 3.87.
Other nondurables 3 10.68 12.45 14.50 11.37 11.83 12.99 13.63 1291 13.85 15.20 16.05
N f: ing 2 215.61 233.26 238.07 225.51 233.51 234.86 239.16 233.02 239.41 240.40 239.45
Mining. 16.86 15.88 12.35 15.66 16.51 15.94 15.40 12.85 12.61 12.49 11.43
Transportation 16.52 17.97 18.16 16.22 17.50 19.09 19.06 17.76 17.99 19.21 17.68
Railroad 6.79 7.06 6.44 6.02 7.48 8.13 6.61 5.82 6.95 7.31 5.67
Air 3.56 4.78 574 4.20 3.66 5.20 6.06 6.54 511 5.8 5.54
Other 6.17 6.13 5.98 6.01 6.37 5.77 6.39 5.40 5.94 6.12 6.47
Public utilities 47.48 4874 46.40 48.46 4847 48.14 49.89 47.15 41.59 44.98 45.89
lectric 37.03 36.12 33.65 36.65 36.04 35.34 36.45 34.33 34.49 32.59 33.19
Gas and other 10.44 12.62 1275 11.81 12.43 12.80 13.44 12.82 13.10 12.39 1270
Commercial and other 134.75 150.67 161.16 145.17 151.02 151.69 154.81 155.27 161.22 163.73 164.45
Wholesale and retail trade 44.93 50.71 49.31 51.67 50.74 5111 52.65
Finance and insurance 3391 39.24 36.51 37.46 40.44 42.56 41,79
Personal and busi services & 28.70 28.70 28.84 28.70 21.87 29.91 2791
C ication : 2721 32.02 30.50 33.19 33.15 31.24 32.91
Addenda: 7
Total nonfarm business 8 398.99 431.21
Manufacturing 138.82 153.15 149.17 145.65 154.33 154.04 158.57 143.06 148.01 14847 157.16
N facturing 260.16 278.07
Surveyed quarterly 215.61 233.26 238.07 225.51 233.51 234.86 239.16 233.02 239.41 240.40 239.45
Surveyed annually © 44.55 44.81
Billions of 1982 dollars, quarters Ny adjusted at rates 1
All industries 2 352.88 379.74 374717 365.27 381.52 381.78 390.39 365.87 375.00 375.64 382.56
M: uring 142.20 154.78 148.36 147.41 156.24 155.66 159.82 143.34 147.21 147.35 155.56
Durable goods 65.46 71.69 69.92 68.53 72.55 7133 74.33 65.92 70.09 69.21 7447
Primary metals 3 6.95 7.43 7.34 716 740 7.82 746
Blast furnaces, steel works 3.44 3.95 3.78 3.78 3.93 430 371
Nonferrous metals 2.06 1.80 1.92 1.69 177 181 177
Fabricateéd metals 3.36 344 3.32 3.20 3.59 3.65 3.88
Electrical machinery 14.21 15.07 15.06 16.56 14.79 13.86 12.39
Machinery, except electrical 15.31 15.82 15.68 16.16 15.39 16.04 13.95
Transportation equipment 3 16.34 19.22 17.09 18.80 18.91 22.09 17.98
Motor vehicles. 11.06 1412 1177 13.84 13.59 17.29 12,71
Aircraft 319 3.66 372 3.56 3.87 3.48 4.03
Stone, clay, and glass 3.03 3.29 3.10 3.32 8.47 3.25 2.91
Other durables ¢ 6.26 742 6.94 734 7.79 7.61 7.36
Nondurable goods 76.74 83.10 78.44 78.88 83.69 84.33 85.49 7741 77.12 78.14 81.09
Food including beverage. 8.57 9.85 9.04 9.97 998 10.41 894
Textiles. 1.85 1.69 1.92 177 1.65 142 1.43.
Paper 7.00 8.18 747 7.8 8.27 9.19 8.20
Chemicals 15.34 16.27 16.28 16.72 16.09 15.99 1573
Petroleum 30.50 3134 29.88 32.52 32.05 30.92 26.60
Rubber 3.03 3.69 3.24 345 3.71 435 411
Other nondurables 5 10.46 12.09 11.05 11.50 12.59 13.23 12.40
N facturing 2 210.68 224.95 226.40 217.85 225.27 226.12 230.57 222.53 227.79 228.29 227.00
Mining. 19.68 18.18 14.04 17.98 1890 18.26 17.59 14.65 14.29 14.19 13.02
Transportation 15.67 16.63 16.50 15.16 16.24 17.62 17.52 16.26 16.39 17.42 15.94
Public utilities-.. 45.24 45.93 43.31 45.84 4570 45.27 46.90 44.17 44.47 41.92 42.67
Commercial and other 130.08 144.21 152.56 138.87 144.43 144.97 14857 147.46 152.64 154.76 155.37
Wholesale and retail trade 42.92 47.64 46.55 48.67 47.59 4777 48.75
Finance and insurance 34.46 40.27 37.05 38.37 4147 4418 42.78
Personal and business services ¢ 2117 27.44 21.65 21.45 26.11 28.56 2643
C rication 24.93 28.85 27.63 29.94 29.80 28.04 29.50
Addenda: 1!
Total nonfarm busi 8 396.81 423.82
Manufacturing 142.20 154.78 148.36 147.41 156.24 155.66 159.82 143.34 147.21 147.35 155.56
N facturing 254.61 269.04
Surveyed quarterly 210.68 22495 226.40 217.85 225.27 226.12 230.57 222.53 227.79 228.29 227.00
Surveyed annually ? 43.94 44.08

1. Estimates are based on planned capital expenditures reported by business in April and May
1986. The planned expenditures are adjusted for systematic biases in reporting. The adjustment
procedures are described in the February 1985 Survey oF CURRENT BusiNEss. Before bias adjust-
ment, current-dollar plans for 1986 were $379.05 billion for “all industries,” $152.10 billion for
manufacturing, and $226.94 billion for nonmanufacturing industries surveyed quarterly.

2. Surveyed quarterly.

3. Includes industries not shown separately.

4. Consists of lumber, furniture, instruments, and miscellaneous.

5. Consists of tobacco, apparel, printing-publishing, and leather.

6. Includes construction.

7. The latest estimates for the industries surveyed annually are based on the survey conducted
in January through March 1986. The current-dollar plans for 1986 were $445.31 billion for total

nonfarm-business, $298.47 billion for total nonmanufacturing, and $50.18 billion for nonmanufac-
turing industries surveyed annually. -

8. “All industries” plus the part of nonmanufacturing that is surveyed annually. '

9. Consists of real estate; professional services; izations and social services;
and forestry, fisheries, and agricultural services.

10. Procedures for preparing constant-dollar estimates are described in the February 1985
Survey.To estimate real spending plans, BEA adjusts-the survey results for assumed price
changes. Estimates for the fourth-quarter and the year 1985 have been revised.

11. The latest estimates for the industries surveyed annually are based on data reported by
business in January through March 1986. The constant-dollar plans for 1986 were $432.62 billion
for total nonfarm business, $280.95 billion for total nonmanufacturing, and $49.60 billion for non-
manufacturing industries surveyed annually.
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Table 3.—New Plant and Equipment Expenditures by Business in Constant (1982) Dollars

[Percent change from preceding year]

Actual Planned
1986
1984 1985 7 Oct.-Nov. | Jan.-Mar. | Apr.-May
1985 1986 1986
survey survey survey
All industries ! 15.1 7.6 14 0.9 —1.3
Manufacturing. 18.9 8.8 -.8 -1.9 —14.1
Durable goods 23.8 9.5 -3.1 —-36 —-25
Nondurable goods 15:0 83 12 ~5 —56
N facturing ! 12.6 6.8 2.9 2.9 6
Mining 129 -1 70 —-13.7 —22.8
Transportation 15.0 6.1 27 11 -8
Public utilities 36 15 —55 -15 —517
Commercial and other 158 10.9 6.8 6.7 5.8

 Revised.
1. Surveyed quarterly.

Note.—Percent changes are calculated from constant-dollar estimates, which are based on actual and planned current-dollar
spending and on estimated capital goods price deflators developed by BEA.

BEA.3 The capital goods deflator for
“all industries” is projected by BEA
to increase 1.5 percent in 1986, follow-
ing a 1.3-percent increase in 1985.

Current-dollar spending in the first
quarter of 1986 declined 5.4 percent,
to an annual rate of $376.1 billion, fol-
lowing a 2.3-percent increase in the
fourth quarter of 1985; first-quarter
spending was 3.7 percent lower than
anticipated in the previous survey.
Plans reported in the latest survey in-
dicate a 3.0-percent increase in the
second quarter of 1986, a 0.4-percent
increase in the third, and a 2.0-per-
cent increase in the fourth.

Real spending declined 6.3 percent
in the first quarter of 1986, following
a 2.3-percent increase in the fourth
quarter of 1985. Estimates indicate a
2.5-percent increase in the second
quarter of 1986, a 0.2-percent increase
in the third, and a 1.8-percent in-
crease in the fourth.

The first-quarter decline in capital
spending and the widespread down-
ward revisions in spending plans for
the year are consistent with several
indicators of investment activity. Spe-
cifically, the large downward revi-
sions in spending by petroleum manu-
facturing and mining are apparently
related to the recent steep decline in
prices of petroleum products. More
generally, other unfavorable indica-
tors include first-quarter declines in

“net new capital appropriations; corpo-

3. Specifically, the current-dollar figures reported by
survey respondents are adjusted using implicit price
deflators derived from unpublished detailed estimates
in the national income and product accounts of cur-
rent- and constant-dollar nonresidential fixed invest-
ment (adjusted to a P&E basis). To estimate planned
real spending, the implicit price deflator for each in-
dustry is projected using its growth rate over the
latest four quarters for which it is available.

rate profits, both before and after tax;
corporate net cash flow; new orders of
nondefense capital goods; and the
manufacturing capacity utilization
rate. One bright spot in the invest-
ment outlook is the continued decline
in . interest rates. Furthermore, pro-
posed changes in the tax laws may be
influencing investment decisions and
may continue to do so during the re-
mainder of the year.

Manufacturing Programs

In manufacturing, current-dollar
spending declined 9.8 percent in the
first quarter of 1986, to an annual
rate of $143.1 billion, following a 2.9-
percent increase in the fourth quarter
of 1985. Durable goods industries de-
clined 10.7 percent in the first quarter
of 1986, and nondurables, 8.9 percent.
Manufacturers plan a 38.5-percent in-
crease in the second quarter, a 0.3-
percent increase in the third, and a
5.9-percent increase in the fourth.

For the year 1986, manufacturers
plan to spend $149.2 billion, 2.6 per-
cent less than in 1985; in the previous
survey, a planned decline of 0.9 per-
cent was reported. Manufacturers’
spending increased 10.3 percent in
1985, following a 19.5-percent increase
in 1984,

Durable goods industries plan a 1.4-
percent decline in 1986; the largest
planned decline is in machinery
(except electrical), 7.9 percent. Stone-
clay-glass and electrical machinery
plan declines of 5.0 percent and 4.7
percent, respectively. Aircraft and
fabricated metals plan increases of
13.9 percent and 13.2 percent, respec-
tively. The weakness in machinery
(except electrical) may be related to

19

first-quarter declines in the industry’s
sales and capacity utilization rate;
one of the industry’s biggest custom-
ers, the electric utilities industry, has
also cut back 1986 capital spending
plans. The planned increase in air-
craft follows a decline in 1985 and
may be related to the high demand
for commercial aircraft, continued
high levels of defense spending, and a
relatively high level of capacity utili-
zation. The planned increase in fabri-
cated metals may reflect the large
1985 increase in sales.

Nondurable goods industries plan a
3.6-percent decline in 1986. A large
planned declined in petroleum, 24.4
percent, and a smaller one in textiles,
4.3 percent, more than offset planned
increases. in the other nondurable in-
dustries. The planned decline in pe-
troleum is probably related to the
continuing decline in oil prices and to
lower company profits. The largest
planned increase in the nondurables
industries is in “other nondurables,”
16.4 percent, and is led by printing-
publishing, which continues to adopt
new labor-saving technologies.

Real spending by manufacturers is
estimated to decline 4.1 percent in
1986—2.5 percent in durables and 5.6
percent in nondurables. In 1985, real
spending increased 8.8 percent—9.5
percent in durables and 8.3 percent in
nondurables.

Nonmanufacturing Programs

In nonmanufacturing, current-
dollar spending declined 2.6 percent
in the first quarter of 1986, to an

‘annual rate of $233.0 billion, follow-

ing a 1.8-percent increase in the
fourth quarter of 1985. Nonmanufac-
turing industries plan a 2.7-percent
increase in the second quarter of
1986, a 0.4-percent increase in the
third, and a 0.4-percent decline in the
fourth.

For the year 1986, nonmanufactur-
ing industries plan to spend $238.1
billion, 2.1 percent more than in 1985;
in the previous survey, a planned in-
crease of 4.3 percent was reported.
Nonmanufacturing industries’ spend-
ing increased 8.2 percent in 1985, fol-
lowing a 14.3-percent increase in 1984.

In 1986, the largest increases are
planned in air transportation, 20.1
percent, and in “commercial and
other,” 7.0 percent. The largest de-
clines are planned in mining, 22.2
percent; railroads, 8.8 percent; and
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electric utlhtles, 6.8 percent. The in-
crease in .air transportation is
planned despite recent losses experi-
enced by airlines and may reflect
heightened competition and the
recent wave of proposed mergers in
the industry. In “commercial and
other,” much of the strength in 1986
spendmg plans is in retail trade and
in insurance. The planned decline in
mining industries is widespread, but
is sharpest in oil and gas extraction,
which has been adversely affected by
the decline in oil prices. The planned

SURVEY OF CURRENT BUSINESS

decline in railroads may be related to
lack of growth in railroad traffic and
to cutbacks in the nonrail operations
of railroad firms. The planned decline
in electric utilities appears to result
from current overcapacity in that in-
dustry; the Federal Reserve Board ca-
pacity utilization rate for electric util-
ities declined more than 3 percentage
points, from 84.1 percent in the first
quarter of 1985 to 80.7 percent in the
first quarter of 1986. In addition, elec-
tric utilities have been finding it diffi-
cult to obtain rate increases from reg-

June 1986

ulatory agencies to finance cost over-
runs or cancellations of projects, espe-
cially nuclear plants.

Real spending by nonmanufactur-
ing industries is estimated to increase
0.6 percent in 1986; it increased 6.8
percent in 1985. An estimated in-
crease in “commercial and other,” 5.8
percent, more than offsets estimated
declines in mining, 228 percent;
public utilities, 5.7 percent; and trans-
portation, 0.8 percent.

New plant and equipment expenditures shown in the table below are based on the survey

conducted in January through March 1986 and include estimates, not published earlier, for
nonmanufacturing industries surveyed only annually. (Estimates from the January-March
survey for the manufacturing and nonmanufacturing industries surveyed quarterly were
published in the April 1986 Survey or CURRENT BuUSINESs.) For industries surveyed quarter-
ly, the estimates of planned spending for 1986 shown below differ from those shown in the
preceding article, which are based on the survey conducted in April and May 1986.

The nonmanufacturing industries surveyed only annually account for about 11 percent of
capital spending by total nonfarm business. Current-dollar spending for the annual-only in-
dustries increased 0.6 percent in 1985; a 2.0-percent decline in new plant expenditures was
more than offset by a 5.3-percent increase in new equipment expenditures. Estimates based
on the January-March survey indicate a 12.0-percent increase in planned spending for 1986,
somewhat stronger than the increase planned by the nonmanufacturing industries surveyed

quarterly.
Billions of dollars Percent change from preceding Billions of 1982 dollars " Percent change from preceding
year - year
1984 | 1985 | 1986 | 1984 | 1985 | 1986 1984 | 1985 | 1986* 1 1984 | 1985 | 1986

Total nonfarm business. 398.99 431.21 44531 16.2 8.1 33 396.81 42347 432.62 150 6.7
Plant 149.63 154.15 133 3.0 149.46 149.28 | 11.2 ~.1
Equipment 249.36 277.07 18.0 11.1 247.35 274.19 174 10.8
Manufacturing 138.82 153.15 151.84 19.5 10.3 -9 142.20 154.67 151.67 189 8.8
Plant 37.60 39.02 16.1 3.8 .40.92 40.88 15.2 -1
Equip t 101.22 114.13 20.8 12.8 101.28 113.79 20.4 124
Non facturing 260.16 278.07 293.47 145 6.9 5.5 254.61 268.79 280.95 13.0 5.6
Plant 112.02 11513 12.4 2.8 108.54 108.40 9.7 -1
Equiy t 148.14 162.94 16.2 10.0 146.07 160.39 15.5 9.8
Surveyed quarterly 215.61 233.26 243.28 14.3 8.2 4.3 210.68 224.74 231.34 12.6 6.7
Plant 83.0 86.71 10.8 44 8d.72 81.59 8.1 11
ir t 132.57 146.55 167 10.5 129.95 143.15 15.6 10.2
Surveyed annually * 44.55 44.81 50.18 15.5 8 120 43.94 44.05 49.60 14.6 3
lant 28.98 28.41 174 —2.0 27.82 26.81 14.8 -36
Equip t 15.57 16.40 12.2 5.3 16.12 17.24 14.2 7.0

1. The d expenditures are adjusted for systematic biases in reporting. The adjust t 3. Consists of real estate; professional services; membership organizations and social services;

procedures are described in the February 1985 SURVEY.

and forestry, fisheries, and agncultural services.
2. To estimate real spending plans, BEA adjusts the survey results for assumed price changes.



By THOMAS M. HOLLOWAY and JANE S. REEB

Sources of Change in Federal Transfer Payments

TRAN SFER payments to persons by
the Federal Government are income
payments, generally in monetary
form, for which no current services
are rendered.! From 1970 to 1985,
transfer payments, which are compo-
nents of both Federal expenditures
and personal income, increased by
about $300 billion—an annual rate of
growth of 13 percent. Because their
growth rate was higher than that of
Federal expenditures (11 percent) and
personal income (10 percent), the
transfer payments share increased
from 30 percent of Federal expendi-
tures in 1970 to 37 percent in 1985
and from 7 percent of personal
income to 11 percent during the same
period. Over this period, however,
these shares did not increase continu-
ously; they fluctuated throughout the
period, with a peak in 1983 and a de-
cline thereafter (table 1). The recent
decline was largely the result of the
recovery from the 1981-82 recession.
This article discusses the sources of
change in transfer payments. It uses
the same analytical framework and
categorizations of transfer payments
as an article in the October 1982
SurveY oF CURRENT BusiNESs on the
same subject.2 The first section de-
scribes the framework. The second
section provides an overview of the
sources of change in total transfer
payments. The section presents re-
vised estimates of the sources of
change from the earlier article and
updated estimates for 1982-85. The
third section focuses on the sources of
change in the major categories of

\..71. In the national income and product accounts
(NIPA’s), there are two components of Federal trans-
fer payments—to persons and to foreigners. This arti-
cle deals only with the former. Total Federal transfer
payments to persons are reported in NIPA table 3.2;
components of the total are reported in NIPA table
3.11. In subsequent references, “transfer payments”
refers only to transfer payments to persons. )
2. Thomas M. Holloway, “Sources of Change in Fed-
eral Government Transfer Payments to Persons, 1970~
81,” Survey OF CURRENT Busingess 62 (October 1982):
25-32. : :

transfer payments. Emphasis is
placed on developments in the 1980’s.

Analytical framework

Changes in transfer payments can
be attributed to several sources: (1)
Automatic cyclical effects, (2) auto-
matic inflation effects, and (3) legisla-
tion and other factors. Automatic cy-
clical effects reflect automatic re-
sponses of transfer payment programs
to fluctuations in economic activity—
fluctuations indicated by changes in
the unemployment rate. In cyclically
sensitive programs, increases in the
unemployment rate increase pay-
ments; decreases in the unemploy-
ment rate decrease payments.3

Automatic inflation effects reflect
the automatic responsiveness of trans-
fer payment programs to changes in
prices. Inflation-sensitive programs
can be categorized as indexed or non-
indexed.* Indexed programs, which

3. The cyclically sensitive programs are old-age, sur-
vivors, and disability insurance, food stamps, veterans
readjustment, and unemployment insurance. They are
discussed in Holloway, “Sources,” pp. 25-32. The auto-

" matic cyclical responses are estimated using the cycli-

cally adjusted budget. In the 1982 “Sources” article,
the estimates were made using a variant of the cycli-

_cally adjusted budget based on potential GNP and the

corresponding unemployment rate. The estimates in
this article are made using a variant based on middle-
expansion trend GNP and the corresponding unem-
ployment rate. The potential GNP variant and meth-
ods are discussed in Frank de Leeuw, Thomas M.
Holloway, Darwin G. Johnson, David S. McClain, and
Charles A. Waite, “The High-Employment Budget:
New Estimates, 1955-80,” Survey 60 (November 1980):
13-43. The middle-expansion trend variant and meth-
ods are discussed in Frank de Leeuw and Thomas M.
Holloway, “Cyclical Adjustment of the Federal Budget
and Federal Debt,” Survey 63 (December 1983): 25-40
and. in Thomas M. Holloway, Cyclical Adjustment of
the Federal Budget and Federal Debt: Detailed Meth-
odology and Estimates, Bureau of Economic Analysis
Staff Paper No. 40 (Washington, DC: U.S. Government
Printing Office, 1984), pp. 6-7, 10-12, and 222

4. The indexed programs are old-age, survivors, and
disability insurance, railroad retirement, military re-
tirement, Federal civilian retirement, workers’ com-
pensation, black lung benefits, food stamps, supple-
mental security income, and veterans pension and dis-
ability benefits. Nonindexed inflation-sensitive pro-
grams include unemployment insurance and hospital
and supplementary medical insurance (medicare). For
details, see Holloway, “Sources,” pp. 25-32.

to Persons: An Update

Table 1.—Federal Transfer Payments td
Persons, 1970-85

Perfcentalge P
Billions of of total ercentage
Federal of personal
dollars Government income
expenditures

61.6 29.6 74
73.0 325 8.2
80.9 325 8.2
93.7 34.8 85
115.0 37.6 9.5
146.8 403 11.2
159.3 405 11.0
170.1 395 10.6
1824 388 10.1
205.6 39.5 10.1
247.0 40.2 10.9
282.1 40.1 11.2
316.3 40.5 11.8
340.0 40.6 12.0
3444 384 111
366.3 312 111

include most transfer payment pro-
grams, are linked by legislation to
changes in a specific price index. Non-
indexed inflation-sensitive programs
automatically respond to inflation
through responsiveness to nominal
wages (e.g., unemployment insurance)
or price changes of goods and services
covered by the program (e.g., medi-
care).

Legislative ‘changes and other fac-
tors reflect discretionary policy ac-
tions, the effects of demographic
changes, noncyclical growth in real
wages, and other factors not attribut-
able to automatic cyclical and auto-
matic inflation effects. The legislative
changes and other factors source is
derived as a residual by subtracting
automatic cyclical effects and auto-
matic inflation effects from changes
in total transfer payments. Because it
is a residual, the causes of its fluctua-
tions vary from quarter-to-quarter.

Overview of the sources of change

Table 2 and chart 2 show estimates
of changes in transfer payments and
estimates of automatic cyclical effects
(cyclesinduced changes), automatic in-
flation  effects (inflation-induced

21
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N R AR, CHART 2
Sources of Change in Transfer Payments to Persons

Billion $

1970 71 ‘ 77 .. 78 80 81 82 83 84 85

Note.—Business cycle peaks (P), and froughs (T), are turning points in economic activity, as designated by the National Bureau of Economic Research, Inc.
Shaded areas represent recessions.
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changes), and changes due to legisla-
tion and other factors.5 The table also
shows transfer payments in dollar
levels and as percentages of personal
income.

Cycle-induced changes generally in-
creased transfer payments during re-
cessions and decreased them during
recoveries (second panel in chart 2).
Chart 3 shows changes in the unem-
ployment rate gap—an indicator of
changes in economic conditions.¢ The
close relationship between changes in
the unemployment rate gap and
cycle-induced changes in transfer pay-
ments in chart 2 is ‘apparent. Sharp
cycle-induced increases accompanied

the 1974-75, 1980, and 1981-82 reces-

sions; cycle-induced declines accompa-
nied the subsequent recoveries. Be-
cause automatic cyclical effects tend
to be offsetting over time, the sus-
tained—and often large—increases ac-
companying the 1980 and 1981-82 re-
cessions were offset by sustained—
and - often - large—declines during
1983-85.

" Inflation-induced changes increased
transfer payments in all quarters
(third panel in chart 2). The sharp
upward movements starting in 1975
mainly reflected cost-of-living adjust-
ments (COLA’s) to indexed pro-
grams—especially to Social Security.
The relationship between the infla-
tion rate shown in chart 3 and infla-
tion-induced changes in chart 2 is not
obvious.” The reason is that the
COLA’s reflect an adjustment in a
single quarter based on several earli-
er quarters of inflation. The lags
often exceed 6 months. The indexing
provisions of Social Security illustrate
the lag relationship. Under current
law, the Social Security COLA occurs
in January on the basis of the change
in the Consumer Price Index (CPI)

5. The revisions of the estimates for 1970-81 are
fairly small and are mainly due to changes in the
methodology for measuring the effects of the business
cycle on transfer payments. See footnote 8 for details.
The other source of revision is the comprehensive re-
vision of the national income and product accounts
that was released- in December 1985.

6. The unemployment rate gap is the actual unem-
ployment rate minus the middle-expansion trend v )
employment rate. The change in the unemploymen:
rate gap is approximately equal to the change in the

.actual unemployment rate because the trend unem-

ployment rate changes very little from one quarter to
the next. For estimates of the unemployment rate gap,
see Thomas M. Holloway, “The Cyclically Adjusted
Federal Budget and Federal Debt: Revised and Updat-
ed Estimates,” Survey 66 (March 1986): 13.

7. The inflation rate is-measured by the percentage
change in the all items. measure of the Consumer
Price Index (CPI) for wage and clerical workers. The
inflation rate in chart 3 is shown at quarterly rates.
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from the third quarter of 2 years
prior to the third quarter of the prior
year.® Consequently, changes in the
inflation rate may not be reflected in
inflation-induced changes for a consid-
erable length of time.

SURVEY OF CURRENT BUSINESS

tors were very volatile throughout the
period (fourth panel in chart 2). In
some quarters, changes due to this
source could be: identified as discre-

23

tionary policy actions—such as legis-
lated Social Security benefit increases
in the early 1970’s, the one-time pay-
ment under the Tax Reduction Act of

CHART 3

The deceleration of inflation during
the 1980’s that was evident in chart 3
was reflected, with a lag, by smaller
inflation-induced changes in chart 2.
Nevertheless, inflation-induced
changes consistently contributed to
increases in transfer payments be-
cause prices generally continued to
rise, albeit at a slower rate.? Conse-
quently, automatic inflation effects,
unlike automatic cyclical effects, tend
to be cumulative. Current benefit
levels reflect not only the most recent
inflation adjustments, but the infla-
tion adjustments of the past as well.

Changes in transfer payments at-
tributable to legislation and other fac-

Inflation Rate and change in the Unemplomnt ate Gap

Percent

8. An example of the current-law procedure was the
January 1986 COLA. It was based on the CPI.change
from 1984:111 to 1985:I1I. From 1975-883, the COLA oc-
curred in July based on a first-quarter-to-first-quarter
change in the CPI.

9. The CPI declined in one quarter (1983:I) during
the period. For most transfer payment programs, de-
clining prices over a sustained period would not result
in a decline in benefits; COLA’s simply would not
occur. :

1970 71 72 73 74 75 76 77 78 79 . 80 81 82 83 84

Note.—Business cycle peaks (P), and troughs (T), are tumning points in economic aclivity, as designated by the National Bureau of Economic
Research, Inc. Shaded areas represent recessions. The unemployment rate gap is the actual unemployment rate minus the middle-expansion
trend rate. The inflation rate is a quarterly rate. See fooinoles accompanying the text for details,

U.S. Department of Commerce, Bureau of Economic Analysis. 86-6-3

Table 2.—Federal Transfer Payments to Persons and Sources of Change, 1970-85

[Billions of dollars, except where noted; quarters at seasonally adjusted annual rates]

Change from preceding period Change from preceding period
Foot, D D Due ¢ Foroent” D Due Due to
age o ue to ue to e to . e Of ue to ue to ue
Year and quarter Level personal Total automatic | automatic | legislation Year and quarter Level peaxg-sonal Total automatic | automatic | legislation
income : cyclical inflation | and other income o cyclical inflation | and other
.  effects effects factors effects effects factors
61.6 74 10.8 20 11 78 156.3 11.1 3.3 —-18 8 4.3
3.0 82 114 1.9 1.2 8.3 155.5 10.9 -8 —1.0 1.2 -10
80.9 8.2 79 —.4 9 74 1614 11.0 59 2 5.6 1
Sl)gg gg }ﬁg —2.% ég i?'{ 163.9 10.9 2.5 -2 8 2.1
115. . . B . .
1463 12 3138 87 71 159 1664 108 25 - 3 29
1593 1.0 125 28] 89 §2 1723 106 59 Y 61 10
170.1 10.6 10.8 -39 8.8 58 1763 105 30 13 13 30
1824 10.1 12.3 —47 10.1 6.9 1775 10.3 22 -1.6 8 3.0
205.6 10.1 232 -22 144 11.0 177.3 99 -2 -1.0 11 -3
2410 10.9 414 47 22.2 144 185.7 10.1 84 -3 7.3 14
g?gé Hg gi)% 1(%’? %gg 6.2 189.0 9.9 33 -8 18 23
340.0 120 237 13 133 91 1538 29 i -8 18 38
3444 1.1 44 -us 112 1 2129 103 151 "1 122 29
366.3 11.1 219 -2.7 132 114 2182 103 53 21 26 27
53.9 6.7 17 8 3 8 226.7 104 8.5 1.2 1.8 85
63.2 1.6 9.3 8 2 8.3 233.3 10.6 6.6 41 24 0
63.1 75 ~.1 a 3 ~1.2 262.2 11.5 289 21 186 C 81
66.4 78 33 1.1 3 18 265.7 11.2 3.5 —-13 3.2 1.6
67.5 7.8 11 3. 2 6 2708 111 5.1 2 2.7 2.3
746 84 7.1 1 3 6.7 273.1 11.0 2.3 -2 24 0
74.5 83 -~.1 2 5 —~8 290.4 11.3 173 0 17.8 —4
75.6 82 11 0 1 1.0 294.1 114 87 3.7 1.7 -117
7.9 82 2.1 -.1 2 2.1 298.0 114 39 3.0 2.0 -11
779 8.1 2 -2 1 3 307.1 116 9.1 33 3.9 2.0
788 8.0 9 -2 5 6 322.3 12.0 152 3.0 13.5 —-1.3
89.3 817 105 -7 3 10.9 337.9 124 156 4.1 25 9.1
90.8 86 1.5 9 2 22 3382 12.3 .3 -8 1.5 =1
92.3 85 15 -4 2 1.7 343.6 122 54 —.8 1.9 43
94.6 85 23 -5 8 2.0 3382 119 ~54 -3.7 13 —-29
974 85 28 -3 b 2.6 340.1 116 19 —4.2 1.0 52
104.9 9.0 7.5 A4 1.4 5.8 342.5 113 24 -3.6 7.8 -1.9
111.8 94 6.9 0 6 6.4 343.5 111 1.0 ~25 9 2.6
118.6 97 6.8 1 -1.5 45 345.3 11.0 18 -9 1.0 1.7
124.8 100 6.2 2.2 a 32 346.4 10.9 11 -13 15 9
1344 10.7 9.6 5.5 16 2.6 362.9 11.2 165 1 9.5 6.9
148.3 115 13.9 2.2 N 11.0 364.2 111 13 -2 1.2 .3
151.4 114 3.1 -6 6.8 —81 368.8 11.2 4.6 -8 13 42
153.0 11.2 16 -5 8 13 369.4 11.0 6 -8 14 0
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1975, and legislated temporary unem-
ployment benefits associated with the
1981-82 recession. However, in most
quarters, changes due to this source
were not associated with any one pro-
gram and reflected a complex mix of
many small changes.

Sources of change in major transfer
payment programs

Federal transfer payments may be
placed in five categories: (1) Social Se-
curity (excluding medicare); (2) other
retirement and disability programs,
which consist of Federal civilian re-
tirement, military retirement, rail-
road retirement, workers’ compensa-
tion, and black lung benefits; (3) medi-
care; (4) programs with a needs test,
which consist of supplemental securi-
ty income (SSI), food stamps, veterans
pension and disability benefits, and
the earned income credit; and (5)
other programs, which include unem-
ployment benefits, veterans readjust-
ment, veterans life insurance, and
military medical insurance.1® The re-
mainder of this section highlights the
sources of change in each of the five
categories. For each category, table 3
shows the dollar levels, the dollar
levels as percentages of personal
income, and the sources of change.
Chart 4 shows each category as a per-
centage of personal income. The table
and chart show clear differences in
the trends and sources of change
among the categories.

Social Security.—Social Security
(excluding medicare) was the domi-
nant category throughout the period.
In 1985, benefits amounted to $183
billion, and accounted for 50.0 percent
of transfer payments and 5.6 percent
of personal income. Over the period,
Social Security as a percentage of per-
sonal income had an upward trend,
with two periods of decline or leveling
(1977-79 and 1983-85). Although the
automatic cyclical effects accounted
for some of the change in the catego-
ry, the automatic inflation effects
were much more important. Since in-
dexing of Social Security began in

10. Detailed discussions of the programs in each of
these categories—including the program descriptions
and origins, indexing provisions, and number of bene-
ficiaries—are provided in the earlier article. See
Holloway, “Sources,” pp. 27-32. Military medical in-
surance was not discussed in the earlier article. It is
described in “An Advance Overview of the Compre-
hensive Revision of the National Income and Product
Accounts,” SURVEY 65 (October 1985): 20.
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RN CHART 4 early 1970’s, but did not change much

Federal Transfer Payments to
Persons hy Category,
Percent of Personal Income

Percent

0
1970 72 74 76 78 80 82 84
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1975, most of the change could be at-
tributed to inflation-induced changes.
Prior to that time, the legislation and
other factors source—partly reflecting
legislated increases—accounted for
most of the change. The combination
of the deceleration of inflation during
the 1980°’s and the omission of the
Social Security COLA in 1983 contrib-
uted to much smaller inflation-in-

duced changes in recent years than
during 1980-82.11

Other retirement and disability pro-
grams.—Benefits paid under the five
programs in this category amounted
to $50 billion in 1985, and accounted
for 13.6 percent of transfer payments
and 1.5 percent of personal income.
As a percentage of personal income,
this category increased during the

-11. The shift of the Social Security COLA from July
to January, discussed earlier, was accomplished by
omitting the adjustment scheduled for July 1983 based
on changes in the CPI from 1982:1 to 1983:I and re-
placing it with a COLA in January 1984 based on
¢hanges in the CPI from 1982:III to 1983:II1. Although
there was no COLA in 1983, there was an annual in-
flation-induced change because :the full-year effect in
1983 of the July 1982 COLA was greater than the

- part-year effect in 1982 of the 1982 COLA.

since then. None of the programs are
cyclically sensitive, but all of them
are indexed. As in the case of Social
Security, the combination of the de-
celeration of inflation and shifts in
the effective dates of COLA’s contrib-
uted to inflation-induced changes that
were much smaller in recent years
than those during 1980-82.12

Medicare. — Medicare benefits
amounted to $70 billion in 1985, and
accounted for 19.1 percent of transfer
payments and 2.1 percent of personal
income. Over the period, medicare as
a percentage of personal income had
a strong upward trend with no peri-
ods of decline. While the rate of in--
crease in this percentage slowed since
1983, the percentages of all other cat-
egories declined.’® Medicare is not cy-
clically sensitive, but it does auto-
matically respond to inflation through
its sensitivity to health care costs. In-
flation-induced changes consistently
accounted for one-half or more of the
annual changes in medicare benefits
since the mid-1970’s. Inflation-induced
changes in the past few years did not
decrease as much from their peak
year levels as in the Social Security
and other retirement and disability
categories. In those categories, infla-
tion-induced changes were noticeably
smaller in recent years than their
peak year values. Part of the explana-
tion lies in the difference between
overall price changes and medical
care price changes. Based on the all
items measure of the CPI used to
index most of the programs in the
first two categories and shown in
chart 3, the annual inflation rate was
9.1 percent from 1975-81 and only 4.0
percent from 1981-85. The compara-
ble estimates using the medical care
component of the CPI were 9.7 per-
cent from 1975-81 and -8.2 percent
from 1981-85. Thus, inflation-induced
changes in medicare remained rela-
tively large because increases in med-

12. Actions in addition to shifts in the effective
dates of the COLA’s affected = inflation-induced
changes. One was a one-time reduction in the civilian
retirement COLA in 1983 for beneficiaries under age
62. See Joseph A. Pechman, ed., Setting National Pri-
orities: The 1984 Budget (Washington, DC: The Brook-
ings Institution, 1983), pp. 98-102.

13. Part of the deceleration of the increase in the
medicare percentage was probably due to cost contain-
ment provisions established by the Tax Equity and
Fiscal Responsibility Act of 1982. These provisions in-
volve guidelines ‘'on hospital cost increases that pro-
vide financial incentives to hospitals to limit their cost
increases.
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Table 3.—Composition of Federal Transfer Payments to Persons and Sources of Change, 1970-85

[Billions of dollars, except where noted}

Change from preceding period Change from preceding period
P: r:e‘:);g;- Due to Due to Due to Percent- Due to Due to Due to
Level efsonal automat- | automat- | legisla- Level age of automat- | automat- | legisla-
pinc o Total ic ic tion and personal Total ic ic tion and
o cyclical | inflation other income cyclical | inflation other
effects effects factors effects effects factors
Social Security (exclud- Medicare—Continued
ing medicare):
249 14 3.2 0 19 13
31.4 3.8 5.0 0 0 5.0 29.2 14 4.3 0 2.4 2.0
36.6 41 5.2 2 0 5.0 35.6 16 6.4 0 34 3.0
40.9 42 43 1 0 43 433 L7 7.7 0 41 3.6
50.7 4.6 9.8 -1 0 9.9 50.8 19 7.5 0 5.2 2.3
57.6 4.8 6.9 -2 0 7.1 57.2 2.0 6.4 0 45 19
65.9 5.0 83 5 2.6 52 62.7 2.0 55 0 3.6 1.8
74.5 5.1 8.6 4 4.9 3.4 70.1 21 74 0 40 3.3
83.2 5.2 8.7 -3 4.7 4.3
914 5.0 8.2 -5 53 3.4
CERNE 8 B N N O N S+ [y
118. 5. 3 . . X
1386 55 20.0 6 153 42 8 8 H o ’ 12
1537 58 151 K| 1238 16 83 S T 0 1 7
164.4 5.8 107 13 5.4 41 29 3 ! _2 1 5
173.0 5.6 8.6 -11 5.8 3.9 145 12 58 0 1 5.1
183.3 5.6 103 -1.0 6.1 5.1 16.8 18 23 8 5 1.0
Other retirement and dis- igg %% 1% _g g 12
ability programs: : i
20.1 1.1 9 -5 5 8
82 10 13 0 4 9 23.1 11 3.0 —4 1.0 24
9.7 11 15 0 4 11 26.8 1.2 3.7 6 11 1.9
11.2 11 15 0 4 L1 30.5 12 3.7 2 2.0 15
13.6 1.2 2.4 0 5 18 31.3 1.2 8 5 1.0 -7
160 13 2.4 0 13 i1 33.4 12 21 0 10 11
19.2 1.5 32 0 18 14 33.9 11 5 -6 b 6
21.6 15 24 0 14 10 346 1.0 ki -1 8 0
238 1.5 2.2 0 13 .8
AN IR
B4 | 16| 50| 0 39 | 11 a3 | 13| 3| 18 -
401 16 47 0 3.6 L1 1% 12 6 4 2 8
43.6 1.6 35 0 3.1 4 111 10 _8 _19 3 8
46.1 16 2.5 0 18 Nt 144 1.2 33 8 5 2.0
46.1 15 0 0 1 —8 29.3 2.2 149 74 i 6.9
50.0 15 39 0 L6 22 26.2 18 -31 —27 5 -9
( 22.2 14 —4.0 -31 6 —-15
1197 11 —25 —38 NG 6
1970 71 9 6 0 4 1 20.4 1.0 q ~1.4 9 11
1971 7.8 9 N 0 5 3 30.6 14 10.2 4.0 1.0 5.2
1972 8.6 9 8 0 8 5 29.6 12 -1.0 12 1.2 -35
1973 9.7 9 1.1 0 4 8 36.9 14 73 9.4 1.0 -3.0
1974 12.5 1.0 2.8 0 1.0 18 38.8 14 19 0 6 1.3
1975 155 1.2 3.0 0 1.6 14 28.7 9 ~10.1 —9.8 N -1.0
1976 184 1.3 2.9 0 1.6 13 28.4 9 -3 -16 K 8
1977 219 14 3.3 0 18 15

ical care prices did not decelerate as
much as increases in overall prices.

Programs with a needs test.—Bene-
fits paid under the programs in this
category amounted to $35 billion in
1985, and accounted for 9.4 percent of
transfer payments and 1.0 percent of
personal income. As a percentage of
personal income, this category in-
creased noticeably in 1974 with the
start of the SSI program. Since then,
the percentage had a slight downward
trend. The automatic cyclical effects
reflect the cyclical sensitivity of food
stamps. The automatic inflation ef-

fects reflect the inflation sensitivity of
food stamps, SSI, and part of veterans
pensions.'* In most years, these auto-
matic effects were not very large.

Other transfer programs.—Benefits
paid under programs in this category
amounted to $28 billion in 1985, and
accounted for 7.8 percent of transfer
payments and 0.9 percent of personal
income. The category is dominated by
unemployment benefits. As a percent-

14. The veterans pensions program consists of three
groups of beneficiaries: “Old law,” ‘“new law,” and
“improved law.” Only benefits of “improved law”
beneficiaries are indexed. See Holloway, “Sources,” p.
31.

age of personal income, the category
increased during recessions and de-
clined during recoveries. For example,
there was a sharp decline from 1983-
84 during the economic recovery. The
decline was an important source of
the decline in total transfer payments
as a percentage of personal income
during the same period. Although
automatic inflation effects account for
some of the change in the category,
the automatic cyclical effects are
much more important. Because of the
importance of the cyclical effects,
even the total dollar amount of the
category declined in many years.



The International Investment Position

of the United States in 1985

FOREIGN assets in the United
States exceeded U.S. assets abroad at
the end of 1985, resulting in a nega-
tive net international investment po-
sition of the United States of $107.4
billion (table 1). The position shifted
$111.8 billion from the positive $4.4
billion (revised) at the end of 1984,
The 1985 negative position was the
first recorded since 1919, when sys-
tematic compilation of asset and li-
ability estimates began. (For the years
before 1919, rough and intermittent
estimates indicate a negative position
for 1914 and earlier years.) At the end
of 1985, U.S. assets abroad were
$952.4 billion, and foreign assets in
the United States were $1,059.8 bil-
lion. Recorded net capital inflows
were $94.7 billion. Other net changes
in the position, amounting to a nega-
tive $17.2 billion, were more than ac-
counted for by price appreciation of
U.S. securities, particularly stocks, in
foreign portfolios; the effects of dollar
depreciation on U.S. assets were
partly offsetting.

A decline in the U.S. net interna-
tional investment position had been
underway for several years, as growth
of foreign assets in the United States
exceeded growth of U.S. assets abroad
(table 2). Valuation gains had added
substantially more to foreign assets in
the United States than to U.S. assets
abroad, and net capital inflows to the
United States had been large since
1983. Net inflows of funds through se-
curities markets, attracted partly by
high—although declining—yields on
U.S. securities, had become sizable.
Banks in the United States had
sharply reduced their net internation-

Note.—The sections on “U.S. Direct Invest-
ment Abroad,” on “Foreign Direct Investment
in the United States,” and the technical note
on U.S. direct investment abroad were written
by Barbara F. Brereton, Ned G. Howenstine,
and Ralph Kozlow, respectively.
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al creditor position by curtailing for-
eign lending and relying more exten-
sively on foreign borrowing. Other net
inflows to U.S. corporations had been
buoyed by large foreign direct invest-
ments in the United States. These
combined net. inflows of capital were
the necessary counterpart to the per-
sistently rising U.S. trade and cur-
rent-account deficits, which reached
$124.4 billion and $117.7 billion, re-
spectively, in 1985. In addition, there
had been large positive (inflows) sta-
tistical discrepancies in the U.S. inter-
national transactions accounts since
1978. If part of these net unrecorded
inflows were accounted for by capital
inflows, foreign assets in the United
States would have been understated
by that amount.

In 1985, the increase in foreign
assets in the United States reflected
several interrelated developments:
Continued strong U.S. demand for for-
eign funds, especially through new
issues of securities abroad; rapidly
falling interest rates and associated
price appreciation on debt instru-
ments; and economic growth in the
United States that slowed substantial-
ly but still matched or exceeded
growth in most leading industrial
countries abroad. Despite the large
decline in the dollar’s exchange value,
foreign demand for U.S. assets, espe-
cially by Japan, was substantial; the
focus was on longer term securities
with higher yields and the greatest
prospects for price appreciation. An
easing of capital restrictions facilitat-
ed the accumulation of dollar assets
by foreign investors. Net inflows to
U.S. banks continued, but were much
smaller than those generated by secu-
rities transactions. Among U.S. assets
abroad, foreign stocks and direct in-
vestment both were bolstered by the
appreciation of leading foreign cur-
rencies against the dollar.

By RUSSELL B. SCHOLL

Changes in U.S. Assets Abroad

Bank claims

Claims of U.S. banks were virtually
unchanged in 1985, following a 2-year
slowdown in lending to foreigners.
International demand for U.S. bank
credit remained constrained by mod-
erate economic growth and the avail-
ability of attractively priced financing
alternatives in the securities markets.
U.S. banks further reduced their ex-
posure in the Eurodollar interbank
market and with major debtor coun-
tries. A rise in claims on own foreign
offices was due to temporary yearend
financing needs.

Claims on foreigners reported by
U.S. banks increased $1.1 billion to
$446.7 billion in 1985 (line 19); the in-
crease reflected small capital flows
and an adjustment for the introduc-
tion and enhanced coverage of claims
of U.S. savings and loan institutions.
U.S. banks provided back-up facilities
for note issuance and revolving un-
derwriting facilities and participated
in the Eurocommercial paper
market—all alternatives to tradition-
al syndicated bank . credit activities.
Banks in the United States remained
reluctant to lend to countries with
payments problems or large interna-
tional indebtedness, despite some
progress in debt reschedulings and
improvement in balance of payments
positions by large debtor countries in
Latin America; continued efforts of
U.S. bank supervisory authorities to

reduce bank exposure and improve.

capital adequacy reinforced the more
conservative lending policies.

U.S. banks’ claims on their own for-
eign offices increased $18.2 billion in
1985, mostly due to temporary year-
end financing needs. In addition, Jap-
anese-owned banks in the United
States accelerated their lending to
home offices after authorities in
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Japan allowed credit costs there to
rise steeply in the fourth quarter.
Claims on. unaffiliated banks - de-
creased $9.1 billion, as U.S. banks
continued to withdraw from overseas
financing. Claims on other private
foreigners decreased $6.7 billion; the
decrease included the sale of interna-
tional assets of a major U.S. bank to
its foreign parent. In addition, banks
sharply curtailed dollar acceptances
payable by foreigners. Claims on for-
eign public borrowers decreased $1.9
billion, primarily on Europe and
Asian countries. Public borrowers in

SURVEY OF CURRENT BUSINESS

Latin America received only $0.5 bil-
lion, mostly claims on Argentina that
finalized agreement with the Interna-
tional Monetary Fund (IMF) on aus-
terity measures and new credits.
Banks’ claims for domestic customers’
accounts decreased $4.0 billion, as
U.S. money market mutual funds and
large U.S. corporations drew down
their deposits at overseas banking of-
fices. In contrast to reductions in
dollar-denominated claims, U.S. bank
claims payable in foreign currencies
increased $4.2 billion. '
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Foreign securities

U.S. holdings of foreign securities
increased $12.0 billion due to price ap-
preciation, $8.0 billion due to net pur-
chases, and $4.2 billion due to appre-
ciation in foreign currencies. The
combined $24.2 billion, or 27 percent,
increase brought U.S. portfolio hold-
ings to $114.1 billion in 1985 (line 15).
Strong price performance in major
foreign stock markets—Western Euro-
pean market prices advanced 30 to 50
percent—contributed to $6.3 billion in

price appreciation. That amount, plus

Table 1.—International Investment Position of the United States at Yearend, 1984 and 1985

[Millions of dollars]
Changes in position in 1985 (decrease (—)) Position, by area
Attributable to: Western Europe Canada Japan Latin Other
Posi- - " American | countries, )
Line Type of investment tion Ex- Total P{:ggtswpn Exfglg;g:i (;Irlgt:l:izaat:?;l:s
1984 " |Capital | Price | change Other2 (a+b+ Western and
ﬂ&v)vs e ch;i?es' cha(r‘xges c+d) 1984 1985 1984 | 1985 | 1984 | 1985 | emisphere |unallocated 1
@ | 1984 | 1985 | 1984 | 1985
1| Net international investment position of the 4,384(—94,670— 24,335 7,007 174(—111,824|-107,440|[- 150,522/ 198,480| 56,511| 52,926 —19,269|—45,531| 78,311| 54,048/ 39,350 29,597
United States (line 2 less line 20).

2[ U.S. assets abroad 898,187 32,436 11,991 8,540 1,212| 54,180 952,367{ 272,148| 316,552{115,006| 118,670 48,362] 56,288 267,040L66,102[l95,630194,755

3 U.S. official reserve assets .............cooceeeecenens 34,933 3,858 4,400 -6 8,252| 43,185 4,119 8,491 ™M .M 2,037 4365 500|..... 28,2717} 30,330

4 Gold 11,096 56 —6{ 11,090 11,096 11,090

5 Special drawing rights .......ccccccoouervrrrererenes 5,641 897 755 1,652 7,293 5,641 7,293

6 Reserve position in the International 11,541 —908 1,314 406 11,947 11,541 11,947

Monetary Fund.

7 Foreign Currencies .........cioseescreserened 6,656] 3,869 2,331 6,200 12,856 4,119 8,491 ™ (™} 2,087 4,365 500

8 U.S. Governiment assets, other than 84,636| 2,824 —42 2,782 87,418 10,511 10,179 709 619 443 361(15,510| 16,535| 57,462| 59,723

official reserve assets.

9 U.S. loans and other long-term assets ¢..| 82,657| 2,935 -1 2 2,930| 85,587(| 10,419 10,036 676 589 425 339| 15,154 16,245| 55,983 58,377
10 Repayable in dollars..........ccccocrereorerennne 80,847 2,961 1 2 2,964 83,3811 10,172 9,815 676 589 425 339| 14,730} 15,854 | 54,844 | 57,213
11 Other ¢ 1,810 —26 -8 -34 1,776 247 221 4241 391 1,139| 1,164
12 U.S. foreign currency holdings and 1,979 —-111 —35 -2 —148 1,831 92 143 33 30 18 22| 356 290 1,479| 1,346

U.S. short-term assets.
13 U.S. private assets ........coeerreserersressrsssenes 778,618 25,754] 11,991 4,182 1,218] 43,146] 821,764| 257,518| 297,882|114,297(118,051| 45,882| 51,562 251,030&49,567 109,891{104,702
14 Direct in ent abroad 212,994| 18,752 9211 19,673] 232,667|| 92,017| 106,762 46,830 46,435 k 9,095| 25,229} 29,479 F 40,998 40,896
15 Foreign securities... | 89,997} 7,977 11,991 4,182 24,150 114,147 31,4141 50,063 40,662| 46,806} . 3,508 5,383| 2,689 2,225(11,724( 9,670
16 : Bonds. 62,071 4,018] 5,688 1,648 11,3541 173,425 19,667 29,748| 29,671 33,297 659 1,532| 2,087| 1,548( 9,987 7,300
17 Corporate stocks . 27,926] 38,959| 6,303 2,534 12,796] 40,722 11,747F 20,315| 10,991} 13,508} 2,849| 3,851 602| 677| 1,737 2,370
18 U.S. claims on unaff 29,996| —1,665 —111| —1,776| 28,220 9,479 9,796; 5,158| 4,429| 1,544| 1,491(10,237] 9,457| 38,578] 8,047
reported by U.S. nonbanking
concerns.
19 U.S. claims reported by U.S. banks, not | 445,631 691 408 1,099| 446,730!] 124,608 131,261| 21,647| 20,381 32,910| 35,593212,875R08,406| 53,591| 51,089
included elsewhere.
20| Foreign assets in the United States................ 893,803| 127,106 36,326 1,533 1,038| 166,004)1,059,807| 422,670{ 515,032} 58,485 65,744| 67,631(101,819(188,729212,054 56,280&65,158
21 F0§eign official assets in the United 199,127| —1,324; 4,507 -2 3,181] 202,308(! 172,322 77,862 1,686 1,473 ® (®)| 9,359 11,781 ® ®)
tates. .
22 U.S. Government securities.. —841| 1,563 722| 143,736 (] ) (] (] (%) ®) (7 (] (®) (%)
23 U.S. Treasury securities.... —546| 1,072 526| 136,036 (W) ™ ) ) (®) (%) M Q) (®) (®)
24 Other ~295 491 196 7,700 (7) (@] Q)] Q)] &) (%) (1) (") () (%)
25 Other U.S. Government liabilities ?......... 14,798 483 -1 4821 15,280 2,684 3,098 157 156 1,564| 1,361 908 1766| 9,487 9,899
26 U.S. liabilities reported by U.S. banks, 26,090 522 -1 521 26,611 Q) Q)] Q)] ™ ® ) (@] ) ®) ®
not included elsewhere.
27 Other foreign official assets. .| 15,225 —1,488] 2,944 1,456 16,681 Q] O] Q) Q] ® ®) (UL ™ (&) (®)
28 Other foreign assets in the United States..| 694,676| 128,430 31,819 1,533 1,040| 162,823 857,499| 350,348 437,170| 56,809| 64,271 (%) (8)[179,370R00,273) (%) (%)
29 Direct investment in the United States..| 164,583 17,856 512|  18,368| 182,951( 108,211 120,906 15,286 16,678 16,044] 19,116|16,201| 17,050| 8,841 9,201
30 U.S. Treasury securities...........c.coor.rresererrond 58,330 20,500 5,002 25,5021 83,832 (] ) (1) (1) 8 8 ¢ g (%) )
31 U.’?. securities other than U.S. 128,560 50,859 26,817 1,533 79,210{ 207,770 89,519| 150,117| 19,718} 25317 4,193| 10,542| 8,107|12,314| 7,023| 9,480
Teasury securities. :
32 Corporate and other bond 32,724 46,004; 1,569 1,533 49,1071 81,831 25,585 67,453| 1,2901 1,579 2910 8,628 1,236 1,826 1,703\ 2,345
33 Corporate stocks 95,836] 4,855| 25248 30,103| 125,939 63,934 82,664 18,428| 23,738 1,283 1,914| 6,871|10,488] 5,320 7,135
34 U.S. liabilities to unaffiliated 31,024 -1,172 ~750| —1,922| 29,102( 11,412| 11,986 3,022 2,388| 2,475[ 2,969 7,190| 4,654| 6,925 7,105
foreigners reported by U.S.
nonbanking concerns. . :
35 U.S. liabilities reported by U.S. banks, {312,179} 40,387 1,278 41,665| 353,844 (] Q)] ™ ) ® ® Q! Q] (®) ®
not included elsewhere. N
" Revised.

? Preliminary.
1 Includes U.S. gold stock.
* Less than $500,000 (+).

1. Represents gains or losses on foreign currency-denominated assets due to their revaluation

at current exchange rates.

2. Includes changes in coverage, statistical diser

assets.
3. Reflects U.S. Treasury sales
d itizations are not includ

4.

and other-adj

ts to the vélue of

of gold medallions and commemorative and bullion coins; these

d in international transactions capital flows.

4. Also includes paid-in capital subscriptions to international financial institutions and out-
standing amounts of miscellaneous claims that have been settled through international agree-

ments to be payable to the U.S. Government over periods in excess of 1 year. Excludes World
War I debts that are not being serviced.

5. Includes indebtedness that the borrower may contractually, or at its option, repay with its
currency, with a third country’s currency, or by delivery of materials or transfer of services.

6. Includes, as part of international and unallocated, the estimated direct investment in inter-
national shipping companies, in operating oil and gas drilling equipment that is moved from
country to country during the year, and in petroleum trading companies.

7. Details not shown separately are included in totals in lines 21 and 28.

8. Details not shown separately are included in line 20.

9. Primarily includes U.S. Government liabilities associated with military sales contracts and
other transactions arranged with or through foreign official agencies.
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$2.5 billion in exchange rate gains
due to sharply appreciating curren-
cies and a record $4.0 billion in net
purchases brought U.S. holdings of
foreign stocks to $40.7 billion (line 17).
British stocks = were in strongest
demand, comprising 40 percent of
U.S. purchases. U.S. residents acceler-
ated their purchases of Canadian
stocks—to $1.2 billion—although the
Canadian dollar weakened. U.S. hold-
ings of Japanese stocks increased $1.0
billon to $3.9 billion on price and ex-
change rate appreciation; U.S. pur-
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chases were small. Among other coun-
tries, there were sizable U.S. pur-
chases in Hong Kong.

U.S. holdings of foreign bonds in-
creased $11.4 billion to $73.4 billion;
net purchases and valuation adjust-
ments were $4.0 billion and $7.4 bil-
lion, respectively (line 16). For the
second consecutive year, U.S. inves-
tors made large purchases of out-
standing British gilt-edge bonds be-
cause of their high yields and curren-
¢y - hedging options offered by U.S.
dealers marketing these securities in
the United States. Newly issued

June 1986

bonds in the United States—a major
source of foreign securities for U.S.
investment—were unchanged at $5.6
billion despite a strong rally in the
U.S. bond market. U.S. holdings of
Canadian securities increased, mostly
due to a step-up in new issues. Hold-
ings of international and regional or-
ganizations dropped, as U.S. net sales
exceeded new issue purchases. Hold-
ings of outstanding Japanese bonds
increased somewhat, possibly attract-
ed by actual and expected yen appre-
ciation.

Table 2.—International Investment Position of the United States at Yearend, 1970-85

[Millions of dollars]

Line Type of investment 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 | 19807 | 1981 | 1982~ | 19837 | 1984~ | 19857
1| Net international investment position of the | 58,473 | 45511 37,036| 47,894 58,731 | 74,240| 83,578 | 72,741 76,115 94,457 106,037 140,704 | 136,200 | 88,494 | 4,384 [—107,440
United States (line 2 less line 20). .
2| U.S. assets abroad 165,385 | 179,004 | 198,694 | 222,430 | 255,719 | 295,100 | 347,160 | 379,105 | 447,847 | 510,563 | 606,867 | 719,687 | 824,875 | 874,053 | 898,187 | 952,367
3 U.S. official reserve assets 1.......c..cccoevurenee 14,487 | 12,167 13,151 14,378| 15883! 16,226 18,747| 19,314] 18,650| 18956 26,756| 30,075[ 33,957 33,748| 34,933} 43,185
4 Gold ! 11,0721 10,206 10,487 11,652| 11,652 11,599| 11,598! 1L,719| 11,671| 11,172| 11,160 11,151 | 11,148| 11,121| 11,096| 11,090
5 Special drawing rights I..........ccccveennne 851 1,100] 1958| 2,166 2374| 2335| 2395| 2629 1,558| 2,724] 2,610| 4,096| 5250 5025| 5,641 7,293
6 Rf:fderve positi:i{)‘n du: the International 1,935 585 465 5521 1,852 2,212 4,434| 4,946 1,047 1,253| 2,852 5,054 7,348| 11,312| 11,541 11,947
onetary Fund *.
1 Foreign currencies 1.......iccccereessnniinns 629 276 241 8 5 80 321 20| 4,374| 88071 10,134 9,774| 10,212| 6,289| 6,656 | 12,856
8 U.S. Government assets, other than 32,148 | 84,161| 36,116| 38,807 88,331 | 41,804| 45994| 49,544 | 54,200| 58,423 | 63,545 68,451 | 74,333| 79,250| 84,636| 87,418
official reserve assets.
9 us. loanzs and other long-term 29,691| 381,768 34,118 36,187| 36,268 39,809 | 44,124 47,749| 52,252 56,477 61,821 66,995| 72,651 77,553 | 82,657 85,587
assets 2.
10 Repayable in dollars..........ocvevruenseenne 23,5091 25,582 28418 30,617 33,030| 36,815| 41,309; 45154 49,817| 54,085| 59,597 64,722| 70,675{ 75,692| 80,847| 83811
11 Other 3 6,1821 6,185{ 5699| 5570 3.238| 2994l 2815{ 2595| 2435 2392\ 2224) 2273| 1976] 1861 1810 1,776
12 U.S. foreign currency holdings and 2452 2,393| 1,998| 2620 2063| 1,995| 1,870 1,795 1,948{ 1,946| 1,724| 1456| 1,682| 1,697 1,979 1,831
U.S. short-term assets. .
13 U.S. private assets 118,755 | 132,676 | 149,427 | 169,245 | 201,505 | 237,070 | 282,418 | 810,247 | 374,997 | 483,184 | 516,566 | 621,161 | 716,585 | 761,055} 778,618 | 821,764
14 Direct investment abroad ¢... 75480 | 82,760 89,878] 101,313 | 110,078 | 124,050 | 136,809 | 145,990 | 162,727 | 187,858 | 215,375 | 228,348 | 207,752 | 207,203 | 212,994 | 232,667
15 Foreign securities 383| 27,446 28,203| 34,913 44,157| 49,439| 53,384 ! 62,653 63,452| 75,672 84,2701 89,997 114,147
16 Bonds 17,420 | 19,192| 25328 34,704 39,329| 42,148| 41,966| 43487| 45791| 56,698| 57,719| 62,071 73,425
17 Corporate stocks X 7,641| 10,587 10,026| 9,011 9,585 9453 10,110| 11,236| 14,834| 19,166| 17,661| 18,974| 26,551 27,926] 40,722
18 U.S. claims on unaffiliated foreigners 8,546 9,637| 11,427| 137767| 16,989] 18340| 20317} 22,256 28,070 31,497 34,672| 35853 28,583 85077( 29,996| 28,220
reported Ey U.S. nonbanking
concerns 5.
19 U.S. claims reported by U.S. banks, 13,837 16,919] 20,739} 26,719| 46,235 59,767 81,135 92,562| 130,816 157,029 | 203,866 | 203,508 | 404,578 | 434,505 | 445,631 446,730
not included elsewhere 8.
20| Foreign assets in the United States............... 106,912 | 133,493 | 161,658 | 174,536 | 196,988 | 220,860 | 263,582 | 306,364 | 371,730 | 416,106 | 500,830 | 578,983 | 688,675 | 785,559 | 893,803 | 1,059,807
21 Fo§eign official assets in the United 26,151 | 52,485| 62,998 69,266| 79,865| 86,910 | 104,445 | 140,867 | 173,057 | 159,852 | 176,062 | 180,425 | 189,109 | 194,599 | 199,127 | 202,308
tates.
22 U.S. Government securities.. 17,709 44,402( 52,906 | 53,777| 58,072| 68,553 | 72,572 105,386 | 128,511 | 106,640 | 118,189 | 125,130 | 132,587 | 136,987 | 143,014 | 143,736
23 U.S. Treasury securities 1 17,662 44,364 52,607 52,903| 56,504| 61,107 70,555| 101,092 123,991 | 101,748 | 111,336 | 117,004 | 124,929 | 129,716 | 135,510 136,036
24 Other 7 47 38 299 874 1,568) 2446| 2,017) 4,294 . 4892 6,853| 8126| 17,658] 7,271} 7,504 7,700
25 Other U.S. Government liabilities 8 ......., 1,763 1,252 1,435 2,388 2,726 4,215 8,860 10,260 12,749 12,749] 13,367| 13,029| 13,639 14,362] 14,798 15,280
26 U.S. liabilities reported by U.S. banks, 6,679| 6,831| 8469| 12,595| 18,420 16,262 17,231 18,004 23,327 30,540 30,381 26,737 24,989 | 25,534 | 26,090| 26,611
not included elsewhere.
27 Other foreign official assets 7 188 506 647| 2,880 5782| 7.217F 8470| 9923) 14,125 15529 17,894| 17,716] 15225| 16,681
28 Otéatear tJ‘fgreig'n assets in the United 80,761} 81,008 98,660 | 105270 117,123} 133,950 | 159,137 | 165,497 | 198,673 | 256,254 | 324,768 | 398,558 | 499,566 | 590,960 | 694,676 | 857,499
29 Diéect. in:estment in the United 13,270 18,914| 14,868 20,556 25,144| 27,662| 30,770| 34,595| 42,471 54,462 83,046 108,714 124,677 137,061 | 164,583 | 182,951
tates .
30 U.8. Treasury securities 7 .......ooevevvrerenee 1,194 1,194 1,159 958| 1,655| 4,245 7,028 17,562| 8910] 14,210) 16,113 18,524 25802 33,922| 58,330| 83,832
31 U.% securities other tsmn us. 84,786 | 40,209 50,693 | 46,116| 34,892| 45,663 | 54,913 | 51,285| 53,554| 58587 74,114| 75353 | 93,567| 114,710| 128,560 207,770
reasury securities 7. )
32 Corporate and other bonds 7 7,577 9,398 11,684| 12,600] 10,671| 10,025| 11,964| 11,456| 11,457 10,269 9,545| 10,727| 16,805| 17.454| 82,724| 81,831
33 Corporate stocks 7 27,209 30,811| 39,059| 33,516| 24,221| 35,638| 42,949) 39,779 42,097| 48318 64,569 | 64,626 76,762| 97,256| 95,836 125,939
34 U.8. liabilities to unaffiliated 8,831 9,238| 10,714| 11,712 13,586| 13,905| 12,961| 11,921 16,019| 18,669| 30,426|. 30,606 | 27,582| 26,987| 31,024 9,162
foreigners reported by U.S.
nonbanking concerns 5.
35 U.S. liabilities reported by U.S. banks, | 22,680| 16,454 | 21,226 25928| 41,846| 42,475| 53,465| 60,184| 77,719 110,326 | 121,069 | 165,361 | 227,988 | 278,330 ) 312,179 | 353,844
not included elsewhere 8.

" Revised.

? Preliminary.

1. Total reserve assets include increases from changes in the par value of the dollar: on May 8,
1972, the increase totaled $1,016 million, consisting of $828 million gold stock, $155 million spe-
cial drawing rights (SDR), and $33 million U.S. reserve position in the International Monetary
Fund (IMF); on October 18, 1973, the increase totaled $1,436 million, consisting of $1,165 million
gold stock, $217 million SDR, and $54 million reserve position in the IMF. The gold stock is
valued at $35 per fine troy ounce through May 7, 1972; thereafter, at $38 per fine troy ounce
through October 17, 1973, pursuant to the Par Value Modification Act (P.L. 92-268); and, thereaf-
ter, at $42% per fine troy ounce pursuant to an amendment (in P.L. 93-110) to the Par Value
Modification Act. Beginning in 1974, the value of the SDR, in which the U.S. holdings of SDR and
the reserve position in the IMF are denominated, fluctuates based on the weighted average of
exchange rates for the currencies of principal IMF members. Foreign currency reserves are
vgl:ed at exchange rates at time of purchase through 1973 and at current exchange rates there-
after.

2. Also includes paid-in capital subscriptions to international financial institutions and out-
standing amounts- of miscellaneous claims that have been settled through international ee-
ments to be payable to the U.S. Government over periods in excess of 1 year. Excludes World
War I debts that are not being serviced.

3. Includes indebtedness that the borrower may contractually, or at its option, repay with its
currency, with a third country’s currency, or by delivery of materials or transfer of services.

4. Estimates are linked, for 1982 forward, to the U.S. Department of Commerce 1982 bench-
mark survey and, for 1977-1981 and 1966-76, to the Commerce 1977 and 1966 benchmark sur-
veys, respectively. ‘

5. Breaks in the series reflect: in 1971, 1972, and 1978, expanded reporting coverage; in 1982, ar
increase in reporters’ exemption levels.

6. Breaks in the series reflect: in 1971 and 1972, expanded reporting coverage; in 1978, expand-
ed coverage of bank holding companies and of brokers’ and security dealers’ reporting of liabil-
ities; in 1981, expanded coverage of brokers’ and security dealers’ reporting of claims; and in 1977
and 1982, an increase in reporters’ exemption levels.

7. Estimates include results of 1974 and 1978 portfolio benchmark surveys ducted by the
U.S. Department of the Treasury. Beginning with the 1978 benchmark, marketable Treasury
bonds are valued at market price; previously, they were valued at acquisition price.

8. Primarily includes U.S. Government liabilities associated with military sales contracts and
other transactions arranged with or through foreign official agencies.

9. Estimates are linked, for 1980 forward, to the U.S. Department of Commerce 1980 bench-
mark survey; for 1973-79, to the C ce 1974 bench k survey; and through 1972 to the
Commerce 1959 benchmark survey.

Nore.—Revised area tables for 1970-85 are available ug)on request from the Balance of Pay-
mentrs)c D%zlzsgtgn (BE-58), Bureau of Economic Analysis, U.S. Department of Commerce, Washing-
ton, .
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US. direct investment abroad and
other private assets

Position estimates for U.S. direct
investment abroad were revised down-
ward, reflecting 1982 benchmark
survey results. (See the technical note
following this article.) Based on the
revised series, direct investment
abroad increased $19.7 billion to
$232.7 billion; reinvested earnings
doubled, largely due to currency
translation gains from the dollar’s de-
preciation (line 14).. Other capital
flows on equity and intercompany
debt account were small. Net capital
inflows from Netherlands Antilles fi-
nance affiliates ceased, as U.S. parent
companies borrowed directly in the
Eurobond market rather than
through these affiliates. (Details on
1985 direct investment developments
are in a separate section on “U.S.
Direct Investment Abroad” in this ar-
ticle.) :

Claims on unaffiliated foreigners
decreased $1.8 billion to $28.2 billion;
U.S. nonbanking concerns continued
to reduce financial and commercial
claims, although at a slower pace
than in 1984 (line 18). Financial
claims fell $1.1 billion to $18.0 billion,
and commercial claims, $0.6 billion to
$10.0 billion. Claims of U.S. savings
and loan institutions on foreigners, as
previously mentioned, were shifted
from nonbank to bank-reported
claims, accounting for the $0.1 billion
negative valuation adjustment.

U.S. official reserve assets and other
U.S. Government assets

U.S. official reserve assets increased
$8.3 billion to $43.2 billion; the in-
crease included $4.4 billion in ex-
change rate gains (line 3). Acquisi-
tions of foreign currencies—mainly
German marks, Japanese yen, and, to
a lesser extent, British pounds—by
U.S. authorities occurred as part of
coordinated intervention sales of dol-
lars in exchange markets by major in-
dustrial countries, especially in the
latter part of the year. Holdings of
__irgentine pesos were eliminated, rep-
resenting repayment in January of a
special credit extended to Argentina
at yearend 1984. U.S. authorities ac-
quired special drawing rights (SDR’s),
while the reserve position in the IMF
declined largely because fewer U.S.
dollars were drawn from the IMF by
member countries. Valuation changes

SURVEY OF CURRENT BUSINESS

to reserves reflected the rise in the
value of the market basket of curren-
cies used to value SDR’s and the IMF
reserve position.

The increase in U.S. Government
assets, other than reserve assets,
slowed for the first time in several
years. Assets increased $2.8 billion to
$87.4 billion; the smaller than usual
increase consisted of a slowdown in
long-term credits extended by the
Export-Import. Bank and the Com-
modity Credit Corporation, including
reduced purchases of private sector
loans under commercial export credit
and investment guarantee programs
(line 8).

Changes in Foreign Assets in
the United States

Bank liabilities

Liabilities to private foreigners and
international financial institutions re-
ported by U.S. banks increased $41.7
to $353.8 billion at the end of 1985
(line 35). The increase was larger
than in 1984, but was mostly confined
to a temporary run up in positions
with own foreign offices at yearend.
Banks also relied on foreign funds
early in the year, when U.S. demand
for bank credit and U.S. interest rates
temporarily rose. Otherwise, liabil-
ities to unaffiliated foreigners slowed.
Foreign depositing in the United
States was limited by the convergence
of US. and foreign interest rates,
dollar depreciation, and attractive in-
vestment alternatives in securities
markets.

U.S. banks issued a large volume of
floating rate notes in the Eurobond
market in 1985 to assure some of
their funding needs rather than
borrow from foreign banks. Expanded
coverage from inclusion of U.S. sav-
ings and loan institutions increased li-
abilities $1.3 billion.

Liabilities to own foreign offices in-
creased $23.0 billion, largely to offices
in Western Europe, the Caribbean,
and Japan. As in bank claims, most of
the -increase was in liabilities of for-
eign-owned banks in the United
States at yearend. U.S.-owned banks
borrowed from' their overseas offices
most heavily in the first quarter,
when U.S. credit conditions tightened
temporarily. The increase in liabil-
ities to unaffiliated foreign banks
slowed to $4.5 billion; much of that in-
crease was also related to first-quar-
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ter credit developments. Funds came
mainly from banks in the United
Kingdom and Caribbean banking cen-
ters. Liabilities to other private for-
eigners also slowed. Falling interest
rates, dollar depreciation, and re-
duced demand for funds limited the
increase to $3.5 billion, one-third the
1984 increase. Deposits from Latin
America—the bulk of the 1985 in-
crease—slowed, while those from
Canada ceased and those from West-
ern Europe shifted to reductions.
Banks’ custody liabilities increased
$2.7 billion. Liabilities payable in for-
eign currencies increased $6.7 billion.
On a net basis, banks in the United
States borrowed $39.7 billion from for-
eigners (excluding official liabilities)
in 1985, up from $22.7 billion in 1984.

U.S. Treasury securities

Private foreigners and internation-
al financial institutions purchased a
net $20.5 billion in marketable U.S.
Treasury securities, predominantly
bonds; price appreciation added an-
other $5.0 billion, bringing total hold-
ings to $83.8 billion at yearend (line
30). Removal of the U.S. withholding
tax on ‘interest paid to private for-
eigners in July 1984 and subsequent
clarification of U.S. rulings to protect
foreign investor anonymity encour-
aged foreign purchases. Relatively
high U.S. yields and prospects for cap-
ital 'gains contributed to heavy
demand. In 1985, Japan became the
principal buyer, accounting for over
two-thirds of net purchases, as a
result of eased Japanese restrictions
on foreign holdings in institutions’
portfolios and the Japanese ruling to
tax the principal portion of stripped
securities at capital gains rates. Also,
a continued large interest rate differ-
ential of over 400 basis points favored
Japanese purchases. In contrast, Eu-
ropean holdings, after advancing in
1984, declined as interest differentials
narrowed.  In response to foreign
demand, the U.S. Treasury placed
$1.0 billion in foreign targeted issues
in 1985.

Other U.S. securities

Substantial increases ‘in foreign
demand and large capital gains led to
an unprecedented 62-percent growth
in foreign holdings of U.S. securities
in 1985. Holdings advanced to $207.8
billion, on record net purchases of



$50.9 billion and on price apprecia-
tion, largely in U.S. stocks, of $26.8
billion (line 31). Foreign interest in
U.S. bonds carried over from 1984,
when the U.S. withholding tax on in-
terest paid to foreigners was removed
in July and favorable clarification of
U.S. rulings protecting foreign inves-
tor anonymity followed. By yearend
1985, foreigners held $81.8 billion,
$49.1 billion more than at the prior
yearend (line 32). Declining interest
rates and heavy U.S. corporate
demand for long-term funds contrib-
uted to substantial new issues abroad.
U.S. borrowers took advantage of de-
clining rates to repay short-term in-
debtedness and large credits from
merger and acquisition financing in
1984 and to restructure their balance
sheets. On the foreign demand side,
portfolio managers worldwide were
attracted to relatively high, albeit de-
clining, yields on U.S. securities and
the potential for capital gains; in
some cases, purchases of U.S. securi-
ties were facilitated by deregulation.
Under such conditions, U.S. corporate
borrowers placed one-third—or $37.6
billion—of their new bond issues in
overseas markets. Most new issues
were fixed-rate bonds denominated in
dollars, but 15 percent were foreign
currency or dual currency place-
ments. U.S. financial institutions
raised $10.2 billion in floating rate
notes. U.S. Government federally
sponsored agencies raised $2.0 billion
in special foreign targeted issues. Be-
cause the majority of U.S. corporate
bonds issued overseas are through un-
derwriters in London, the recent ex-
pansion is primarily reflected in
Western Europe, although there is
worldwide distribution of these bonds.

U.S. stocks in foreign portfolios in-
creased $30.1 billion to $125.9 billion,
on price appreciation of $25.2 billion
and near-record net purchases of $4.9
billion (line 33). U.S. stock prices
lagged advances in many foreign mar-
kets until the fourth quarter, when
prices rose sharply to account for
most of the 26-percent advance in
1985. Foreign net sales ceased in early
1985 but did not shift to strong pur-
chases until the last half of the year,
when expectations of U.S. economic
growth and corporate earnings im-
proved. British, German, and Caribbe-
an holdings advanced strongly.

Foreign official assets

Foreign official assets in the United
States increased $3.2 billion to $202.3

billion: Transactions reduced assets
$1.3 billion, while price appreciation
added $4.5 billion in value. Although
the reduction in transactions was
moderate, there were significant
shifts among major country groups.
Dollar assets of OPEC members de-
creased $6.8 billion, bringing to $19.2
billion the cumulative drop in 1983-
85. Losses of oil revenues due to de-
clining production and prices account-
ed for the reduction. Other developing
countries increased their dollar assets
$3.9 billion. Some large debtor coun-
tries in Latin America added to their
dollar reserves, as did several newly
industrialized countries in Asia that
had large trade surpluses. Assets of
industrial countries increased $1.0 bil-
lion; substantial drawdowns in the
first quarter and smaller ones in the
fourth, associated with stepped-up
coodinated intervention operations,
were more than offset by increases in
the second and third quarters.

Foreign direct investment in the
United States and other liabilities

Foreign direct investment in the
United States slowed to an 11-percent
increase, following a 20-percent surge
in 1984: Investment increased $18.4
billion to $183.0 billion, including a
valuation adjustment of $0.5 billion
(line 29). In 1985,  U.S. economic
growth moderated, and funding costs
in the United States declined, sub-
stantially reducing the need for cap-
ital transfers from abroad. Equity
capital and intercompany debt inflows
slowed to $16.8 billion; reinvested
earnings fell to $1.1 billion. (Details
on 1985 direct investment develop-
ments are in a separate section on
“Foreign Direct Investment in the
United States” in this article.)

Other liabilities to unaffiliated for-
eigners reported by U.S. nonbanking
concerns decreased $1.9 billion to
$29.1 billion (line 34). One-half of the
decrease represented a shift of liabil-
ities, mostly to Latin America, of U.S.
savings and loan institutions to cover-
age in U.S. bank-reported liabilities.
The remaining decrease, largely to
banks in the Caribbean and United
Kingdom in the first half of the year,
includes net repayments on loans con-
nected with financing large mergers
and acquisitions in the United States
in 1984. After repayments subsided,
net inflows resumed in the second
half of the year and increased sharply
in the fourth quarter.

Direct Investment

U.S. direct investment abroad

The U.S. direct investment position
abroad increased 9 percent in 1985, to
$232.7 billion (table 3). This increase
was the largest since 1980, when the
position rose 15 percent; following the
worldwide recession of 1981, the posi-
tion fell in 1982 and maintained a
pattern of limited growth through
1984.%

The position increased in 1985 pri-
marily for two reasons. First, U.S.
parent companies were no longer
placing new debt issues through their
finance affiliates in the Netherlands
Antilles. In the third quarter of 1984,
the U.S. Government removed the
withholding tax on interest paid to
foreigners.. Previously, because the
Netherlands Antilles had tax-exempt
status, U.S. parent companies had
their Netherlands Antilles affiliates
borrow.in the European capital mar-
kets and re-lend the proceeds to them.
The affiliates’ loans to their U.S. par-
ents gave rise to sizable intercompany
debt inflows. With the removal of the
withholding tax, U.S. parent compa-
nies could borrow directly in the Eu-
ropean capital markets. As a result,
intercompany debt with their Nether-
lands Antilles affiliates shifted $6.5
billion, to net outflows of $2.9 billion,
as prior borrowings were paid down.

Second, the sharp depreciation of
the dollar against most major curren-
cies in 1985 resulted in capital gains
of $4.9 billion, primarily from trans-
lating affiliates’ financial statements
from foreign currencies into dollars.
(In 1984, by comparison, the apprecia-
tion of the dollar resulted in capital
losses of $8.7 billion.) Translation
gains, which are included in earnings
but are not available for distribution,
become part of foreign affiliates’ rein-
vested earnings. Thus, reinvested
earnings, which contribute to the
overall position, more than doubled,
from $9.1 billion to $20.7 billion.

1. The position is the book value of U.S. direct inves-
tors’ equity in, and outstanding loans to, their foreign
affiliates. A foreign affiliate is a foreign business en-
terprise in which a single U.S. investor owns at least
10 percent of the voting securities, or the equivalexé{i 3

Estimates for 1982-84 have been re-
vised to incorporate the results of the
1982 benchmark survey of U.S. direct in-
vestment abroad, which was completed
in 1985. See the technical note at the end

-of this article for a discussion of the revi-
sions.
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Table 3.—U.S. Direct Investment Position Abroad at Yearend
[Millions of dollars]
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1984 1985
Finance Finance
in“(\igs- Petro- | Manufac- w;:f i_e' Bank- | and Serv- 33“:;_ inl?iﬂs- Petro- | Manufac- Wsl:l)ée- Bank- | an Serv- gﬁlue;
tries leum | turing- | o - ing insur- ices tries tries leum X turing | ;g0 ing insur- ices tries
. ance . ance
ANl countries ©212,994| 59,089 85,2531 21,790, 13,246 15828 | 4,625| 13,165| 232,667 58,347 95586 23,822 14,728, 21,914| 5260 13,010
Developed countries ... 157,461 36,026 66,403| 16,303| 6,076 21,362 3,388 7,903| 172,750 36,627 75,853 | 17,844 7466 '23,389| 3,985 7,786
Canada 46,830 11,241 20,879 2,684 521 6,098 T03| - 4,704 46,435| 9,548 22,097 .2 721 570 6,207 76| 4,515
Europe 92,017 20953| 37,312{ 10,913] 4,981| 13,886 2,460 1,512] 106,762| 22,638 45214 12,428 6,326] 15628 2,738| 1,790
EuroPean C ities (10) 69,688] 15543 | - 34,040| 5261 3,709 8,039 1,742| 11,353 82,071| 16,746 41,497y 6,235] 4,655 9,393 1,915 1,630
Belgium 4,602 708 2,606 688 230 43 170 157 5,105 711 ,913 808 300 44 155 174
D k 1,144 603 185 280 28 14 23 11 1,282 572 197 424 37 (%) 28 ®)
France 6,224 479 3,986 982 291 251 165 88 7,885 589 5128 1,198 359 202 215 144
Germany 14,794} 2,892 8,830 613} 1,125 901 61 373 16,746 . 2,601 10,659 639 1,337 1,035 46 431
Greece 257 115 66 61 ® ® 8 13 22 141 55 55 (&) ) 8 13
Ireland 2,839 —13 2,179 29 ) () 6 -2 3,748 —42 2,705 33 (%) 1,086 7 ®)
Italy 4,592 570 2,729 471 334 231 68 176 5,644 476 3,577 652 366 308 89 176
Luxembourg 399 7 245 3 199 -55 0 461 =7 . 290 4 215 —41 0 0
Netherlands 6,201 1,806 2,848 615 91 82 544 214 7,064 2111 3,415 692 121 —51 554 223
United Kingd 28,6351 8375 10,383| 1,512 1,420 5,925 695 325 33,9631 9,593 12,5601 1,730 1,972 6,832 814 462
Other Europe 22,329 5410 3,272 5652 1,271 5,847 718 159 24,691 5892 3,717 6,193| 1,671 6,235 823 160
Austria 521 ®) 134 125 12 ® 30 5 477 ®) 89 167 21 ® 15 6
Finland 191 (%) 18 125 7 0 2 ®) 266 ®) © 197 ® 0 2 8
Norway 2,822 2,387 194 156 0 ®) 30 ®) 3,297 2,774 167 235 ®) ®) 35 5
Portugal 205 ®) 79 (®) 9 1 ® 216 38 87 () (%) 1 ®) 7
Spain 2,186 192 1,469 203 202 22 48 49 2,598 176 1,729 271 270 26 5 51
Swed 851 ®) 330 179 0 142 8 (] 929 (] 443 191 135 8 ®)
Switzerland 14,865 ®) 921 4,710 994 5,328 573 ®) 16,230 ®) 1,102| 4,962 1,286 5,696 635 ®
Turkey 228 105 35 ®) 41 0 ® ®) 224 95 36 D 34 0 ®) 9
Other 460 24 92 100 5 246 —10 3 455 27 ®) 100 7 262 ®) 3
Japan 7,920 2,062 3,942 1,314 176 347 31 58 9,095| 2,178 4,621 1442 177 519 74 83
Australia, New Zealand and South Africa.| 10,694 1,780 4,270 1,393 398 1,031 1941 1,629 10,459) 2,263 3,921 1,253 393 1,035 1961 1,398
Australia 8,674| 1,253 3,329 1172 370 918 170| 1,461 8,564 1,691 3,114 1,046 366 953 175 1,220
New Zealand ®) 151 82 ® 59 3 7 549 ® 161 109 ® 37 4 17
South Africa ®) 790 139 ®) 53 20 161 1,346 ®) 646 99 ®) 45 18 162
Developing countries... 18,651 18,849 5,487 7,170| -5,534 1,237 4,271 54,474| 17,314 19,733 5,978 7,262 —1,474 1,476 4,187
Latin America 6,320 14,566 |. 2,841 4,998 —6,560 468| 2,595 29,479 | 5,299 153231 3,095| 5416 —2,628 498| 2,475
South America 3,544 9,986 996 979 1,427 328| 1,746 18,625; 3,231 10,145 1,008 801 1,387 3421 1,911
Argentina 443 1,568 174 340 46 54 122 2,785 440 1,578 181 360 53 61 11
Brazil 302 6,764 410 474 1,113 135 178 9,480 286 7,078 429 285 1,085 135 182
Chile..... 44 —216 49 81 —-11 24 136 71 31 —216 42 108 ~16 28 154
Colomb 1,075 694 33 ®) 46 2 ®) 2,142| 1,026 691 58 ® 38 2 ®)
Ecuad 192 126 26 3 12 1 11 406 ®) 129 30 —6 13 1 ®)
Peru 1,083 111 68 9 5 ®) ®) 1,684 946 58 63 7 5 ®) ®)
Vi 265 950 163 19 217 94 55 1,548 133 831 180 17 214 100 68
Other 140 49 24 ®) —1 ® ® 510 ®) 50 26 ®) =5 ®) ®)
Central America 734 4,150 1,153 401 2,615 90 685 10,374 700 4,587 1,288 459 2,642 90 608
Mexico. 3 75 3,632 410 — 194 *) 261 5,087 56 4,093 489 — 190 *) 261
P 548 ®) 701 380 2,387 69 ®) 4,611 554 209 760 451 2,430 66 141
Other. 112 ®) 42 24 351 21 ®) 676 90 284 39 9 22 25 207
Other Western Hi 2,042 431 6921 3,618| —10,602 50 165 479 1,368 592 99| 4,156 —6,657 66 155
Bah 91 38 ™ 1,900 333 58 ®) 3,377 858 40 229 2,050 96 79 25
Bermuda ~87 ® 412 |- 12,704 —98 5 14,104| 188 ®) 426 ™ 13,660 —122 5
J; 257 ®) 179 u 6 ®) 6 13 141 *) 94 18 5 9 6 10
Netherlands Antilles........cccovvvrvevererrienns —24,626 () 17 51 ®©)} —25,040 20 ®) || 21,645 84 22 44 @) —21,994 20 ®)
Trinidad-Tobago 871 771 54 18 2 3 (] ®) 480 400 38 16 (* 3 ®) ®)
United Kingdom Islands, Caribbean..... 3,007 ®) ®| 1530 1,331 59 35 3,525 7 ®) ®| 1849 1,508 67 38
Other 465 201 134 15 22 (] ® 48 497 206 148 ®) 17 61 ® 49
Other Africa 47521 3,329 404 129 219 16 78 571 4,994 3497 399 123 229 47 89 610
Saharan 2,085 1,711 47 ® 125 (] 55 75 2,668 2,299 53 ®) 128 (] 68 85
Egypt 1,586 1,281 29 1 125 -3 36 58 1911 1,618 34 15 127 3 48 67
Libya 348 319 0 4 0 0 ® ®) 589 5517 0 4 0 0 ®) ©®)
Other 152 111 18 ®) 1 (W] ®) ®) 167 125 19 @) 1 ® ®) ®)
Sub-Saharan 2,717 1,618 358 ®) 94 ®) 23 502 2,327 1,198 346 ®) 101 ®) 21 525
Liberia 15: 26 0 ®) *) -10 ® 116 197 31 0 ®) -1 23 ®) 118
- Nigeria 301 193 85 39 56 (*) ®) ®) 33| —108 88 33 56 (*) ®) ®)
Other 2,264 1,399 273 ®) 37 ®) 15 ®) 2,097 1,275 258 43 46 ® 12 @)
Middle East 5032 2613 482 636 444 154 340 363 5127 2,326 471 724 361 235 505 505
Israel 733 (?) 157 @) ®) 152 —2 ®) 855 [&] 174 ®) ®) 152 3 ®)
Saudi Arabia 2,356 967 302 231 ®) —23 380 ®) 2,622 914 261 253 ®) -5 560 ®)
United Arab Emirates, 971 826 26 ®) ® 6 -5 19 744 580 37 (6] ® ®) —10 23
Other M ® -3 55 115 19 —33 ®) 905 ® -1 51 20 ® —49 ®
Other Asia and Pacific ... 15,119 6,389 3,396 1,881 1,509 856 351 736 14,874] 6,191 3,539 2,036f 1,256 871 383 597
Hong Kong ,249 372 364 1,188 543 495 ®) ®) 3,124 351, 341 1,308 387 516 212 7
India 403 ®) 296 1 16 ©) *) ®) 466 67 333 1 ®) 5 *) ®)
Indonesia 3987 3,618 94 ®) 25 22 () 160 4,087 3,710 101 ®) 17 28 ® 164
Malaysia 1,175 630 395 79 23 16 ) ®) 1,217 604 |- 453 79 27 15 ®) ®)
Philippines 1,264 202 427 79 253 929 ®) ®) 983 47 389 75 177 107 51 138
Si e 1,943 403 911 276 245 61 21 27 1,397 368 973 221 228 55 19 27
South Korea 731 ®) 190 ® 219 128 15 35 757 4 212 ®) 269 124 19 ®)
Taiwan 736 ) 491 94 119 10 *) ®) 754 —8 552 124 581 11 -1 17
Thailand 1,088 794 163 57 42 ®) 10 @ 1,022 768 125 48 46 2 12 21
. Other 542 245 65 24 25 ® ®) 141 567 281 60 24 ®) 6 ®) 130
International 5,402 4,411 991 5,443 4,406 1,037
Addend OPEC ! 10,345: 6,579 1,585 603 335 258 471 515 10,391 | - 6,301 1,455 623 330 342 638 702

* Less than $500,000 (+).

D Suppressed to avoid disclosure of data of individual companies.
1. OPEC is the Organization of Petroleum Exporting Countries. Its members are Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, Venezuela, and the

United Arab Emirates.
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By account.—The $19.7 billion in-
crease in the position consisted of cap-
ital outflows of $18.8 billion and net
positive valuation adjustments of $0.9
billion. Capital outflows consisted of
reinvested earnings of $20.7 billion,
intercompany debt outflows of $0.4
billion, and unusually large . net
equity inflows of $2.3 billion. (For
data on capital outflows by account,
see Table 5 in ‘“U.S. International
Transactions, First Quarter 1986,” on
page 59 of this issue.)

The large net equity inflows were
more than accounted for by petrole-
um and finance affiliates. Inflows
from petroleum affiliates were $2.6
billion. In an effort to consolidate op-
erations and retire some of the debt
incurred from recent large acquisi-
tions in the United States, three U.S.
petroleum companies sold off one
large affiliate in Canada and partial
interests in two other affiliates—one
in Canada and one in Colombia.
These sales also required valuation
adjustments of $0.9 billion to reflect
the fact that the equity was sold for
more than the book value carried in
the position.

Net equity inflows from finance af-
filiates were $1.2 billion. The inflows
were largely the result of U.S. parent
companies reducing their equity stake
in Netherlands Antilles finance affili-
ates.

U.S. companies reported $1.1 billion
in equity outflows to manufacturing
affiliates. The outflows, which were
widely distributed among developed
and developing countries, may have
reflected an expectation of further ex-
pansion abroad.?

In contrast to large net intercom-
pany debt inflows in 1984, companies
reported net outflows of $0.4 billion in
1985. Most of the shift was due to the
reversal of transactions with finance
affiliates in the Netherlands Antilles,
as U.S. parent companies repaid old
debt and discontinued new borrowing
from their affiliates.

Reinvested earnings were up $11.5
billion from 1984, as earnings in-
creased $12.6 billion, to $39.6 billion;
distributed earnings increased only

2. Based on a survey taken in December, majority-
owned foreign manufacturing affiliates increased cap-
ital expenditures 9 percent last year and planned to
increase spending 14 percent in 1986. See Jeffrey H.
Lowe, “Capital Expenditures by Majority-Owned For-
eign Affiliates of U.S. Companies, 1986,” SURVEY oF
CuRRENT BusiNEss 66 (March 1986): 18-23.
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$1.1 billion. The increase in earnings,
which occurred primarily in manufac-
turing, was largely due to a shift from
capital losses of $8.7 billion in 1984 to
capital gains of $4.9 billion in 1985.
Earnings net of these capital gains
and losses were almost unchanged.

By country.—The position increased

10 percent in developed countries, to.

$172.8 billion, primarily in manufac-
turing. Increases in Europe and
Japan, largely attributable to the de-
preciation of the dollar, were partly
offset by declines in Canada, Austra-

lia, and South Africa. In Europe, the
position increased 16 percent, to
$106.8 billion. The position with
Japan increased 15 percent, to $9.1
billion, primarily due to currency
translation gains and increased equity
outflows.

In Canada, the position fell $0.4 bil-
lion. Very large equity inflows from
the sale of interests in several petrole-
um affiliates were partly offset by re-
invested earnings of $1.8 billion,
largely among manufacturing affili-
ates. In Australia and South Africa,
the combination of declining earnings
but stable distributed earnings result-
ed in negative reinvested earnings,
which lowered the position. The posi-
tion with Australia fell $0.1 billion, to
$8.6 billion, and that with South
Africa fell $0.2 billion, to $1.3 billion.

In developing countries, the posi-
tion increased 9 percent, to $54.5 bil-
lion. Most of the increase was with
Latin America; the position with
Latin America increased 17 percent,
to $29.5 billion, largely because of the
shift to intercompany debt outflows
with Netherlands Antilles finance af-
filiates. The position with South
America, in contrast, fell 2 percent, to
$18.6 billion, primarily due to the sale
of an interest in the petroleum ex-
traction affiliate in Colombia men-
tioned earlier and to declining petro-
leum earnings in Peru and Venezu-
ela. The position with Mexico in-
creased 11 percent, to $5.1 Dbillion,
largely in manufacturing,. )

In “other Asia and Pacific,” the po-
sition fell 2 percent, to $14.9 billion.
Positions with most Asian countries
increased slightly. These increases,
however, were more than offset by de-
clines in Hong Kong, Singapore, Thai-
land, and, particularly, in the Philip-
pines, where the position fell 22 per-
cent. Growth of the position with In-
donesia, which was 43 percent in
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1984, slowed to 3 percent last year, as
easing of restrictions on the repatri-

_ation of petroleum earnings led to dis-

tributed earnings of $1.2 billion.

Foreign direct investment in the

United States

The foreign direct investment posi-
tion in the United States increased 11
percent in 1985, to $183.0 billion, com-
pared with a 20-percent increase in
1984 (table 4).® Growth slowed be-
cause (1) an exceptionally large inter-
company debt inflow in petroleum in
1984 was followed by a much smaller
inflow in 1985, (2) equity capital in-
flows dropped substantially, (3) affili-
ates’ - reinvested - earnings declined,
and (4) valuation adjustments were
smaller than in 1984.

The large 1984 intercompany debt
inflow in petroleum—over $4 billion—
financed an increase in a Netherlands
parent’s ownership stake in its U.S.
petroleum affiliate. The inflow was in
the form of a loan from a British affil-
iate of the Netherlands parent to the
U.S. petroleum affiliate. The increase
in ownership also involved an inflow
in 1985, but less than one-fourth that
in 1984.

Equity capital inflows decreased
$3.1 billion in 1985. The decrease oc-
curred despite a significant increase
in acquisitions of new U.S. affiliates.*
The decrease in inflows mainly re-
flected the decline in U.S. interest
rates. The lower U.S. rates caused
borrowing in U.S, capital markets to
take a larger share, and funds from
foreign parents a smaller share, in fi-
nancing for new and existing invest-
ments.

Affiliates’ reinvested earnings de-
clined $1.8 billion, to $1.1 billion. The
decline was largely attributable to a
sharp drop in affiliates’ earnings,
which was widespread among indus-
tries. The drop in earnings probably
reflected the slowdown in U.S. eco-
nomic growth in 1985.

3. The position is the book value of foreign direct ir,.
vestors’ equity in, and net outstanding loans to, their
U.S. affiliates. A U.S. affiliate is a U.S. business enter-
prise in which a single foreign direct investor owns at
least 10 percent of the voting securities, or the equiva-
lent.

4. Data from BEA’s survey of new foreign direct in-
vestments in the United States indicate that outlays
to acquire new U.S. affiliates increased 49 percent in
1985. See Michael A. Shea, “U.S. Business Enterprises
Acquired or Established by Foreign Direct Investors in
1985,” SURVEY 66 (May 1986). 47-54.
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[Millions of dollars]
1984 1985
All Petro- | Manu n;ni;e Insur- | Real Other All Petro- | Manu- mfnic.:e Insur- | Real Otlher
indus- g ;- | Trade |Banking H ; indus- || indus- ;| Trade [Banking > ) indus-
tries leum |facturing bz::lckei;;:g ance | estate tries tries leum |facturing b?l?]fipntg ance | estate tries
All countries .........cecirenccincrnnec 164,583 | 25,400 51,8021 31,219 10,326 5,633 8,922 17,761 | 13,519 || 182,951 | 28,123 60,798 | 34,212 11,503 4,708 | 11,069 | 18,557 | 13,982
Canada 15,286 | 1,544 4,115| 1,734 1,219 608| 1418( 2,844 1,804 16,678 | 1,659 5130 | 2,143 1,332 513| 1,337 2,580 1,985
Europe 108,211 | 23,142 39,083 | 16,934 5,740 3,457| 6,748 8,255 4,850 || 120,906 | 25437 46,515 | 17,611 5,963 2,387 | 8921 82821 5,251
European Cc 10y 96,555 | 22,813 32,990 | 15,238 5,335 2,879 5424 7,714 4,163|| 106,004 | 25,114 37,553 | 15,738 5,616 1,681| 7,497 8,238 4,566
lgium 2,548 (] 471 296 ®) ®) ® 10 ®) 2,288 [¢] 477 340 () ®) ®) 9 ®
France 6,691 ) 5,368 728 420 -623 91 66 ®) 6,295 ®) 5,485 581 483 -917 92 26 ®)
Germany 12,330 71 4,380 | 4,256 272 335 1,295 966 745 14,417 (® 6,198 4,726 222 ™| 1,656 1,049 697
Italy 1,438 ® 333 D) 298 ®) ®) ® 387 1,401 ®) 213 ™ 300 25 ® ®) )
Luxembour; 753 ®) 74 ® (") 121 0 ®) 8 584 () 86 ] ® 129 0 24 22
Netherland: 33,728} 9,981 12,497 | 2,787 1,427 1,970 1,445| 2,471 1,152 36,124 | 11,315 12,986 | 2,544 1,570 2,088| 1,975| 2,325| 1,321
United Kingd 38,3871 10,991 71 6,732 2,194 743 | 2,548 4,135| 1,325 43,766 | 12,246 11,884 | 6,847 2,539 262 8,727| 4,623| 1,638
Denmark, Greece, and Ireland....... 79 ™) 139 216 214 2 ®) 42 50 1,129 ®) 165 404 199 3 ®) ® 52
Other Europe...........cocvcerccearerenecans 11,655 329 6,093| 1,696 405 579 1,325 541 688 14,902 323 8,961 | 1,873 347 705| 1,424 583 685
Swed 2,258 307 1,048 650 ®) ®) 0 ] 2,384 296 1,132 790 3 —46 (®) 0 ®
Switzerland 8,146 19 4,774 794 ®) 536| 1,152 393 ] 11,040 ®) 7,431 718 88 627 1,232 444 ®
Other 1,251 3 271 252 271 ®) 54 148 ® 1,478 (O] 398 305 255 125 ® 139 (]
Japan 16,044 —88 2,460 9,941 1,853 513 138 744 482 19,116 31 2,621 11,822 2,176 710 1221 1,054 582
Australia, New Zealand, and South
Africa 2,152 57 362 ® 51 (®) ® 120 ®) 2,702 101 47 @) 63 -19 ®) 17 ®
Latin America ... 16,201 656 5,537 | 2,027 665 861 580 | 4,664 1,212 17,050 608 5,558 | 2,099 1,122 917 662| 4,808 1,276
South and Central America............. 2,859 50 981 4 ®) 115 ™) 372 186 3,385 112 803 190 1,041 132 ®) 307 ®
P 1,924 45 959 14 ®) 108 ®) 256 6 2,137 104 842 113 ®) 123 ® 199 1
Other 935 5 22 30 574 T ™) 116 181 1,248 8 —39 8 ® 8 4 108 ®
Other Western Hemisphere............... 18,343 606 4,5551 1,983 ®) 746 @] 4292| 1,025 13,665 496 4,755| 1,909 80 785 ®] 4,501 ®)
Bermuda 1,370 110 306 363 0 7 ®) 151 ® 1,903 97 95 (@] *) 5 ® 110 ™)
Netherlands Antilles..........cooocevvneee 10,935 452 4,0921 1,394 ®) 643 ®)| 8715 543 10,603 406 3,717| 1,364 66 480 24| 3,945 602
United Kingdom Islands,
Caribbean ... ueicisinccsinend 866 ®) 140 186 16 109 ®) 369 10 983 ®) 63 190 14 288 ®) 399 (]
Other 172 ®) 18 40 0 —18 0 57 ®) 177 ®) 19 ® * 12 0 47 @
Middle East 5,336 15 116 (®) 481 ®) 0 709 ®) 4,961 ®) 58 ® 521 186 0 746 ®
Israel 525 6 97 ®) 319 ®) 0 0 —6 @) 54 ®) 334 ® 0 1 4
Other 4,811 9 20 ®) 162 9 0 709 ® 4,455 ® 3 (O] 188 ® 0 745 ®)
Other Africa, Asia, and Pacifie............. 1,353 75 128 201 318 28 ®) 423 ®) 1,538 ®) 171 231 327 16 ® 430 ®)
Memor OPEC ! 4,892 12 ~21 ®) 268 9 0 707 ®) 4,560 19 -36 ®) 309 2 0 737 ®)
* Less than $500,000 (+). \

D Suppressed to avoid disclosure of data of individual companies.

1. See footnote 1, table 3.

Valuation adjustments raised the
position $0.5 billion in 1985, compared
with $2.2 billion in 1984. Virtually ail
of the 1984 adjustments resulted from
a reconciliation of data reported in
BEA’s quarterly survey—the basis of
the estimates presented here—to data
reported in the related annual survey
of foreign direct investment in the
United States. The adjustments re-
flected the cumulative effect on the
1984 position of numerous small
transactions in prior years that were
either omitted or reported incorrectly
in the quarterly survey; most of the
adjustments corrected for omitted
equity inflows.

By account.—The $18.4 billion in-
crease in the position in 1985 consist-
ed of capital inflows of $17.9 billion
and valuation adjustments of $0.5 bil-
lion. Capital inflows consisted of
equity capital inflows of $11.9 billion,
intercompany debt inflows of $4.8 bil-
lion, and reinvested earnings of $1.1
billion. (For data on capital flows by

157-584 0 - 86.--3 : QL 3

account, see table 5 in “U.S. Interna-
tional Transactions, First Quarter
1986,” on page 59 of this issue.)

A substantial portion of both the
equity capital and intercompany debt
inflows financed acquisitions of U.S.
businesses by foreign direct investors
or by their existing U.S. affiliates. In
addition, a large equity -capital
inflow—over $1 billion—resulted from
the capitalization of intercompany
debt of a U.S. construction affiliate by
its Middle Eastern parent; that inflow
was completely offset by an intercom-
pany debt outflow. Another large
equity capital inflow was from a Ca-
nadian parent to its U.S. mining affil-
iate. The affiliate, which had been un-
profitable for several years, used the
funds to reduce debt and, thus, to
lower interest expenses. Partly offset-
ting these inflows were two sizable
outflows. One resulted from a Nether-
lands parent’s sale of a portion of its
equity in a metals trading affiliate to
U.S. investors; the other resulted
from a Canadian parent’s sale of its

minority interest in a U.S. paper
manufacturing operation.

The largest intercompany debt
inflow, other than to finance acquisi-
tions of U.S. companies, was the pre-
viously mentioned loan from the Brit-
ish affiliate of the Netherlands parent
that financed an increase in the par-
ents’ ownership of its U.S. petroleum
affiliate.

The $1.1 billion in reinvested earn-
ings was more than accounted for by
affiliates in wholesale trade, petrole-
um, insurance, and banking. Rein-
vested earnings of affiliates in manu-
facturing, real estate, retail trade,
and “other industries” were negative;
the negative reinvested earnings re-
sulted because affiliates maintained
earnings distributions in spite of de-
clines in their earnings. In manufac-
turing, the negative reinvested earn-
ings were more than accounted for by
affiliates in machinery and metals.

By country.—The largest increase in
the position—$5.4 billion—was from
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the United Kingdom. Increases were
largest in manufacturing, petroleum,
and insurance. In manufacturing,
over one-half of the $2.2 billion in-
crease was in chemicals and ‘“other
manufacturing.” In chemicals, a siza-
ble intercompany debt inflow fi-
nanced the acquisition of a U.S. com-
pany. In “other manufacturing,” in-
tercompany debt inflows to affiliates
in stone, clay, and glass manufactur-
ing increased sharply. The increase in
petroleum largely reflected the inter-
company debt inflow from the British
affiliate of the Netherlands parent
discussed earlier. In insurance, an
equity inflow of over $0.7 billion was
used to acquire a U.S. insurance bro-
kerage company.

The positions of parents in Japan,
Switzerland, the Netherlands, and
Germany also increased substantially.
Almost two-thirds of the increase in
the position of Japanese parents was
in wholesale trade. As in 1984, the in-
crease was largely in the form of rein-
vested earnings of U.S. affiliates im-
porting Japanese automobiles for sale
in the United States.

Almost all of the increase in the po-
sition of Swiss parents was in food
manufacturing. In what was by the
far the largest single inflow from a
parent in any country in 1985, a
Swiss parent made a sizable loan to
its U.S. affiliate. The affiliate used
these funds, together with funds bor-
rowed from U.S. banks, to acquire a
U.S. manufacturer of dairy and other
food products for about $3 billion.

The position of Netherlands parents
increased $2.4 billion. Over one-half of
the increase was in petroleum and
was mainly in the form of reinvested
earnings.

Most of the $2.1 billion increase in
the position of German parents was
in manufacturing, mainly chemicals.
In chemicals, a major German chemi-
cal company made a large loan to its
U.S. affiliate to acquire a U.S. maker
of inks and automobile finishes.

Technical Notes

Securities

The method for valuing long-term
marketable U.S. Treasury securities
for yearly price changes was revised
for 1984 and 1985 to account for
recent changes in the maturity com-
position of foreign holdings. The
change was necessary to reflect more
accurately the varied price perform-
ance in different maturity ranges and
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the institutional changes in the
market in the past 2 years. To replace
a single index based only on pricing
of 2-year issues used in the past, sepa-
rate indexes were introduced to re-
flect differences in maturity holdings
of official and private foreigners. For-
eign official holdings are now valued
on the basis of prices of issues with
maturities of 2 years and, to a lesser
extent, of 5-7 years. Foreign private
holdings are now valued on the basis
of prices of issues with maturities out
to 30 years, with heavy weighting
toward long maturities.

The method of valuing U.S. corpo-
rate bonds held by foreigners for
yearly price and exchange rate
changes was modified to account for
the proliferation in types of issues
since 1984 and the considerable price
variation among them. To replace a
single domestic U.S. corporate bond
price index used in the past, a price
index was introduced that is based on
five major types of bonds issued
abroad: Straight fixed-rate, floating
rate, zero coupon, convertible, and
foreign currency. Price changes for
each type are based on a sampling of
issues, and price performance of each
type is weighted into a single index
based on each type’s proportion of
total holdings. In addition, exchange
rate revaluations for foreign currency
issues was introduced.

Direct investment

For U.S. direct investment abroad,
results of the 1982 benchmark survey,
released in December 1985, have led
to revisions in the 1982-85 estimates
of capital flows, income flows, royal-
ties and license fees, and fees for
other services and in the 1982-84 esti-
mates of the direct investment posi-
tion. Prior estimates for these years
were based on the 1977 benchmark
survey. A preliminary estimate of the
1985 position is also provided in this
article.

For a detailed description of the
methodology for U.S. direct invest-
ment abroad, including basic concepts
and definitions, see U.S. Direct Invest-
ment Abroad: 1982 Benchmark Survey
Data.® For descriptions of how the
1982 fiscal-year data reported in a
benchmark survey are adjusted to a

5. This publication also contains reprints of the
report forms and instructions, and 317 tables showing
data for fiscal year 1982. Copies may be obtained from
the Superintendent of Documents, U.S. Government
Printing Office, Washington, DC 20402; price $18.00,
stock number 003-010-00161-5.
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calendar-year basis and of how the
adjusted data are then used, together
with data reported in BEA’s quarterly
surveys, to derive quarterly and
annual estimates of the direct invest-
ment position and balance of pay-
ments transactions for subsequent
years, see the technical note in R.
David Belli, “Foreign Direct Invest-
ment in the United States in 1983,”
Survey oF CURRENT BusiNgss 64 (Oc-
tober 1984): 31-36. Although that
technical note specifically pertains to
the 1980 benchmark survey of foreign
direct investment in the United
States, the procedures discussed also
generally apply to the 1982 bench-
mark survey of U.S. direct investment
abroad.

In years between benchmark sur-
veys, universe estimates are made by
extrapolating forward the wuniverse
data reported in the most recent
benchmark survey, using data report-
ed in the quarterly sample survey.
Over time, the universe estimates for
a given year may deviate from the
“correct” estimate. The reasons for
revisions in the estimates may fall
into the following general categories:
(1) The nonreported part of the uni-
verse for the years between bench-
mark surveys when only sample data
were available was over- or underesti-
mated; (2) data were incorrectly re-
ported in the sample surveys but cor-
rectly reported in the benchmark
survey; (3) the prior and current esti-
mates were based upon different ac-
counting standards; and (4) the re-
ported data used to generate the prior
and current estimates reflected differ-
ences in timing. Also, changes in defi-
nitions or in direct investment meth-
odology may lead to revisions; howev-
er, there were no changes in defini-
tion from the prior to current esti-
mates.

In table 5, the prior and current es-
timates for the position at yearend,
capital flows, income, royalties and li-
cense fees, and fees for other services
are compared. The position estimate
for 1982 based on the 1982 benchmark
survey is $14.1 billion less than the
estimate based on the 1977 bench-
mark survey. Capital outflows are
$2.1 billion higher, income is $1.2 bil-
lion lower, royalties and license fees
are $0.3 billion higher, and fees for
other services are $0.6 billion lower
than previously estimated.

The $14.1 billion revision in the po-

sition represents a cumulative differ-
ence of 6 percent over the 5-year
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Table 5.—Comparison of Prior and Current Estimates for 1982 of U.S. Direct Investment Abroad Based on the 1977 and 1982 Benchmark Surveys

[Millions of dollars]
Direct investment position Capital outflows Income Royalties and license fees Fees for other services

1977 1982 Differ- 1977 1982 Differ- 1977 1982 Differ- 1977 1982 Differ- 1977 1982 Differ-

basis basis ence basis basis ence basis basis ence basis basis ence basis basis ence
All ai 221,843 207,752 | 14,091 4,424 2,369 —2,055 22,600 21,380 —1,220 3,184 3,507 323 2,376 1,816 -~ 560
Pe(;'e(;ﬁum. 56,810 57,817 1,007 | -32313| -3312 1 10,227 9,026 | —1,201 —-27 29 57 372 568 196
Manufacturing. 90,609 83452 | -17,158 —569 | —L767| -—1,199 5,014 4,128 —886 2,627 2,741 114 1,013 1,053 40
Other ............. 74,424 66,483 | —7,941 8,306 7,448 —858 7,360 8,226 867 584 737 152 991 195 —796
Developed countries.. 164,312 | 154,381 | —9,931 1,075 21| -1,054 13,423 11,558 | —1,865 2,961 3,236 275 1,635 1,194 —441
Petroleum 37,134 35,641 | —1,494 446 468 21 4,879 4,061 —818 6 21 15 324 263 —61
Manufacturing ..o 71,399 64,137 | —17,262 —521 | —1,000 —479 4,296 3229 | —1,087 2,458 2,541 83 845 852 7
Other 55,778 54,603 | —1,175 1,150 —597 4,249 4,268 20 497 674 177 466 79 —387
43,511 | —2,679 1,609 2,051 442 2,886 2,547 —339 410 437 27 552 640 88
10,421 64 -109 593 1,079 767 —311 1 2 1 ki 79 2
18,825 —-900 —2 - 38 —36 897 940 43 364 345 —19 335 354 19
14,265 | —1,843 1,719 1,605 —114 910 840 -T1 45 90 45 140 207 67
92,449 | -1,076 —849 | —1,506 —657 9,054 7,609 | —1,444 2,067 2,232 164 913 359 —~5564
21,230 | 1,309 592 292 —299 3,241 2,816 —425 4 2 -3 203 149 —~54
37,8201 —631 —1,036 | —1,169 —133 2,932 1,809 | -1,123 1,734 1,802 69 490 471 -19
33,399 544 —405 —629 —224 2,881 2,984 104 329 428 98 220 —261 —481
Other 18,597 18,421 —176 316 ~524 —839 1,484 1,401 —~82 483 568 84 170 195 25
Petroleum 4,239 3,990 —249 —87 -309 —212 559 478 —81 *) 17 17 44 35 -9
Manufacturing. 7,543 7,492 —51 516 207 —310 467 481 13 360 393 34 20 26 6
Other-........o...... 6,815 6,939 124 ~164 —422 -257 457 443 —14 123 157 33 106 134 28
Developing countries........................ 52,618 48,058 | —4,561 3,613 2,456 | —1,157 8,439 8,791 352 260 271 10 912 573 -340
Petroleum 16,040 17,171 1,787 | —3348 | 3410 —63 4,669 3,969 ~700 4 9 5 222 234 12
Manufacturing 19,210 19,315 105 —47 —768 -720 718 899 181 169 200 31 168 202 33
Other 17,369 10,966 | —6,403 7,008 6,634 —374 3,052 3,923 871 87 62 —26 522 137 —385
Latin America......cccecirirevernenns 32,655 28,161 | —4,494 6,392 5138 | -1,253 2,814 3,494 680 157 157 *) 432 4 —429
Plerf‘;mlelfxca 6,677 7,626 949 | —1,368 —-917 451 1,046 78 —260 2 7 5 67 13 —54
Manufacturi 15,640 15,789 149 38 —660 —698 261 346 85 102 113 11 85 84 —1
10,337 4,746 | —5,591 7,722 6,715 | —1,006 1,508 2,362 855 53 37 —16 280 —-93 ~374
Other 19,964 19,897 —67 | ~2779 | —2,682 96 5,625 5,297 —-328 103 114 10 480 569 89
Petroleum 9,363 10,151 88| —1,980 | -—2493 —514 3,624 3,183 —440 2 2 *) 155 221 66
Manufacturing. 3,570 3,526 —44 —85 -108 -22 457 553 96 67 87 20 83 118 34
Other 7,031 6,220 —811 —714 —81 632 1,544 1,561 16 34 25 -10 242 230 -11
International 4,913 5,314 401 —264 —108 156 738 1,031 294 —-37 ™) 37 -171 49 220

* Less than $500,000 ().

period.® Most of the revision repre-
sents cumulative unrecorded transac-
tions, largely in reinvested earnings.
Reinvested earnings, which are de-
rived by subtracting distributed earn-
ings from total earnings, were previ-
ously overstated because distributed
earnings were underreported on the
quarterly surveys. Although the un-
derreporting may not have been sig-
nificant for any one year, the cumula-
tive effect of underreporting during
the 5-year period was significant. It
should be noted that a cross-check of
data on distributed earnings from the
quarterly surveys against related data
from BEA’s new annual survey of
U.S. direct investment abroad result-
ed in moderate upward revisions in
BEA’s estimates of distributed earn-
ings, and downward revisions in its
estimates of reinvested earnings, for
1983 and 1984 as well.

6. The revision to the position resulted from cumu-
lative, partly offsetting transactions in 1977-82 be-
cause of the way the position is calculated. The posi-
tion for a given year equals the position at the end of
the last benchmark year plus BEA’s estimates of sub-
sequent capital outflows and valuation adjustments.
Thus, it provides an estimate of cumulative invest-
ment as of a given date. Any errors in the estimates of
the benchmark position or of the subsequent transac-
tions would cause errors in position estimates for the
year in which the error was made and all subsequent
periods. Thus, for the position, errors are cumulative
over time. For the other estimates compared, however,
the effect of errors are not cumulative, because those
estimates represent transactions for a given year.

ed accounting principles

The 1982 position estimates were
also revised to incorporate changes in
the way companies accounted for ex-
change gains and losses and for trans-
lation adjustments on the quarterly
and benchmark surveys. Some compa-
nies followed Financial Accounting
Standards Board Statement Number
8 (FASB 8) in completing the quarter-
ly survey but later followed FASB 52
in completing the benchmark survey.?

BEA required that data on both the
quarterly and benchmark surveys be
in conformance with generally accept-
(GAAP).
Under GAAP, the use of FASB 52 was
required for reporting transactions for
calendar or fiscal years beginning on
or after December 15, 1982; for earlier
years, restatements to reflect the use
of FASB 52 were encouraged, but not
required. For 1982, therefore, either
FASB 8 or FASB 52 could properly
have been followed. Some companies
followed FASB 8 in the quarterly

7. Under FASB 52, assets, liabilities, revenues, and

expenses are translated into dollars at current ex-
change rates. For assets and liabilities, the current ex-
change rate is the rate in effect at the end of the cal-
endar or fiscal year; for revenues and expenses, it is
the weighted average of exchange rates for the period
covered by the income statement. Under FASB 8, cer-
tain assets, liabilities, revenues, and expenses are
translated into dollars using an historical exchange
rate—the rate in effect when the asset was initially
acquired or liability incurred.

survey for 1982 but restated their
books and followed FASB 52 in filing
the 1982 benchmark survey. The one-
time adjustments to the position that
resulted from restatements were ex-
cluded from income and reinvested
earnings and, instead, recorded as.
valuation adjustments the position.
The valuation adjustments moderate-
ly lowered the estimate of the posi-
tion.

The $2.1 billion upward revision in
capital outflows consisted of upward
revisions in equity capital outflows
and intercompany debt outflows of
$5.5 billion and $1.9 billion, respec-
tively, partly offset by a downward re-
vision of $5.3 billion in reinvested
earnings. The upward revision in
equity capital outflows and downward
revision in reinvested earnings large-
ly reflected a shifting of items be-
tween these two accounts for unincor-
porated affiliates. Before the second
quarter of 1982, reinvested earnings,
intercompany debt transactions, and
equity capital transactions of unincor-
porated foreign affiliates were not
separately reported to BEA. Instead,
the sum of tra