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Remarks by Steve Landefeld, Bureau of Economic Analysis, U.S. Department of Commerce

· What were the concerns expressed in the Current and Capital Account Reports (1987 and 1992)? My memories and a little rereading of history and reports.
· Problems in the current account resulted in the world running a persistent deficit with the moon. (Press attention/AER)
· "World capital account statistics in a state of crisis”
· "Errors and Omissions"-- which should have netted to zero -- were so large difficult to ascertain true capital and current account balances.  
· In the latter half of the 1980's World capital inflows exceeded outflows by an average of $40 billion. 	
· Changes in world financial markets had occurred, yet the statistical system had failed to provide policymakers with adequate information
· Governor Sununu – with errors this size how can I tell what is happening – s.d. often larger than change in deficit; and AEA questioning if net debtor nation. 
· In addition to failure to update the measurement system,  there were basic data problems were attributable to both non-reporting and a lack of coordination among countries
· What were the changes in financial markets that caused the problems?
· Financial Market Liberalization— Loss of exchange controls
· Deregulation and market entry
· More openness of banking and securities markets worldwide
· Blurring of distinctions between banking and securities markets, and between banks and nonbanks
· Financial innovation:
· New financial instruments, especially short-term
· Increased availability of complex financial instruments directly to investors
· Increased financial flows through offshore banking centers, by both bank and nonbank institutions
· Technological advances in communications processing supported the trend toward financial innovation
· Dramatic increase in complexity and volume, which has continued:
· Between 1970 and the financial crisis peak of 2007, U.S. capital flows grew at a 15% annual rate, twice the 7% rate of growth in nominal GDP.
· What were some of the major recommendations?
· Begin enhancing the world balance of payments statistical system to an “acceptable effective level” for users, particularly policymakers
· Countries needed to prepare accounts in accordance with the Manual
· Countries’ statistical systems should include regular collection of position data as well as flow data
· Use of BIS and other data; and more and better measurement of new financial instruments.
· A small standing committee of senior balance of payments compilers, under the auspices of the IMF, should meet at least once per year, and report annually to the Managing Director.  The group should oversee the recommendations of the Current and Capital Account reports, and more broadly "foster greater coordination among countries and assist the Statistics Department in keeping pace with the statistical consequences of the changing financial environment.”
· What have been some of the major advances in statistical compilation over the past two decades associated with:
a.  	BOPCOM and other statistical activities (SNA, FDI manual, City Groups)
b. General increase in communications and coordination needed to address
· Growth and change in international trade and financial markets as well as
· Increased user needs for more accurate, timely, and relevant data?
· Expansion of Services:
· Global growth, innovation, improvements in communications, the dismantling of restrictions on services, and overall "globalization" led to acceleration in the volume of international services transactions, as well as to a proliferation in the types of services traded.
· U.S, for example, expanded from 10 service categories in the mid-1990s to 40 categories today, with a significant expansion in geography. 
· Coordinated Portfolio Surveys:
· Coordinated portfolio capital survey:  Major improvement in accuracy of levels and distribution across asset types and countries.
· 1st introduction into U.S. accounts, raised foreign position in securities by ½ trillion, from $2.5 to $3 trillion in 2003.
· Remains quite important adding about $200 billion in subsequent years.        
· Collection of BOP data on Financial Derivatives:
· Annex to BPM5 on financial derivatives. 
· The U.S. experience with Long-Term Capital and AIG point to the critical need to measure and assess risks associated with derivatives.  
· Over the last decade -- despite the financial crisis -- the worldwide market value of derivatives has risen over tenfold.
· Coordinated Direct Investment Surveys:
· Rising importance of coordination in collection of FDI:
· Tax havens, increasing complexity of transactions, treatment of intangible assets, offshoring, etc.
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· Balance of Payments Manual, 5th and 6th edition: 
· Greater detail  to reflect changes in the market
· More frequent updates than in the past.  
· Integration of BPM with SNA for consistent set of statistical concepts and principles.
· BPM6 Pension funds and insurance   
· Conclusion:
· BOPCOM leadership has been critical in updating and improving current and capital account statistics over the past twenty years.
· This effort has involved:
· The development of -- and consensus on -- conceptual and practical standards
· Coordination and cooperation among national compilers.  
· Communication and coordination with users and policymakers to keep the accounts up to date and relevant.
· The IMF’s Statistics Department and the country participants on the BOPCOM are to be commended for their leadership and contributions.
· As we have seen from the financial crisis, the need for these efforts will not diminish, and we must at the country and IMF level focus our scarce resources and be innovative, smart, and efficient in our work to address the challenges that we confront.
· Solutions will probably involve:
· Increasing use of regulatory, administrative, business, and internet data (Big data)
· Ever greater statistical coordination and benchmarking.
· Greater integration of economic statistics (G-20, and Guidelines for Integration).
· Possible integration with extended statistics on sustainability and welfare.
· Confident that you (and we) can meet those challenges. 
· On behalf of the United States, happy 20th birthday BOPCOM, many thanks for your excellent work, and best wishes for the next twenty years!   
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