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Transactions Reported by U.S. Nonbanks

In this section:
Coverage and definitions
Estimation methods
U.S. nonbank claims on foreigners
U.S. nonbank liabilities to foreigners
Structure of the estimates
Data collected directly from U.S. nonbanks
Treasury International Capital System data
Financial intermediaries’ accounts
Depository Trust Corporation data

Supplemental data collected from foreign coun-
terparties

Coverage and definitions

The nonbank accounts cover financial transactions
of U.S. nonbanks vis-a-vis foreigners: U.S. nonbank
claims are measured in line 53 and U.S. nonbank lial
bilities are measured in line 68. When combined with
the accounts covering securities transactions (lines
52, 65, and 66) and banking transactions (lines 54 and
69), the three sets of transactions comprise all private
financial transactions except direct investment, U.S.
currency, and financial derivatives. The three sets of
transactions are often referred to as other private inl
vestment in order to differentiate them from direct inl
vestment. Transactions in securities are sometimes
referred to as portfolio investment.

The nonbank accounts cover financial transactions
primarily of nonbank financial intermediaries; they
exclude transactions of banks, bank holding compal@
nies, financial holding companies, and securities brof
kers and dealers, which are included in the banking
accounts, and transactions in long-term securities.
Major types of nonbank financial intermediaries are
(1) leasing companies, finance companies, and com@
modities trading firms; (2) mutual funds, pension
funds, unit investment funds, and other pools of com[
mingled assets; and (3) insurance companies.! Also in@
cluded are transactions of (4) nonfinancial companies
and (5) nonprofit organizations, charitable organiza®@
tions, and foundations. The nonbank accounts also
cover commercial transactions conducted by export@
ers, importers, trading companies, and industrial and
commercial firms; these transactions are significantly
smaller than nonbank financial transactions.

Estimation methods

Quarterly estimates of nonbank financial transacl
tions are made from multiple data sources that can be
divided into two types: (1) Data collected directly
from U.S. nonbanks, and (2) supplemental data col®
lected from foreign counterparties to claims and lia
bilities of U.S. nonbanks. Sources for data collected
directly are the U.S. Treasury, BEA’s direct investment
surveys, and the Depository Trust Corporation. Supl
plemental data are from central banks of the United
Kingdom, Germany, and France, the Bank for Internal
tional Settlements, and the U.S. Federal Reserve Sys[
tem.

1. Bank holding companies and financial holding companies with
insurance underwriting subsidiaries are required to report for
these subsidiaries on the Treasury International Capital (TIC) C
forms and exclude them from the TIC B forms where other bank-
related transactions are reported.
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1 U.S. Nonbank Claims on Foreigners (line 53)
2 U.S. Nonbank Liabilities to Foreigners (line 68)

These accounts measure claims on and liabilities to
foreign residents of U.S. nonbanks (see table 28). Two
categories of claims and liabilities are distinguished:
(1) Financial claims and liabilities, which typically arise
from investment lending and borrowing activities of
enterprises and from financial intermediation activi-
ties, and (2) commercial claims and liabilities, which
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generally arise from sales and purchases of goods and
services in normal business operations and from acl
quisitions and disposals of assets employed in busil
ness.

1.1 Structure of the estimates

1.1.1 Quarterly estimates of financial transactions
are made from (1) data collected directly from U.S.
nonbanks, and (2) supplemental data collected from
foreign counterparties to claims and liabilities of U.S.

Table 28. Claims on and Liabilities to Unaffiliated Foreigners Reported
by U.S. Nonbank Concerns Except Securities Brokers, 2009
(Line 53 and Line 68)

[Millions of dollars]

(Credits +; decrease in U.S. assets or increase in U.S. liabilities.
Debits —; increase in U.S. assets or decrease in U.S. liabilities.)

Claims, total (IIN€ 53) ...eiiiiiiiiieiiie et enaees 124,428
FIiNaNCial ClaiMmS ......o.oiiiiii et 123,562
Denominated in U.S. dOIArS .........ccuviieiiiiiiee e iee e iee e 128,625
Denominated in foreign CUMreNCIES .......cccueiiiuieeiiiieiie et -5,063

By instrument:
RESAIE AQrEEMENTS. .. .eiiiiiiiiie ettt e e ee e eaeeens 480
Negotiable certificates of depOSit...........ccccoviiiiiiiiiiiii e -80
Other short-term instruments (including money market instruments)... 832
DEPOSIES ...ttt 58,760
(@)1 1= ol F= 11 1RO 63,570
Of which: Financial intermediaries’ accounts...........cccccevvvvevireeeeeeeeeeeeenenn, 47,253
CoMMETCIAl ClAIMS ....oiiiiie e 866
Denominated in U.S. dollars 324
Denominated in foreign CUMrENCIES .......cccueiviiieeiirieiie et 542

By instrument:
TrAd@ FECERIVADIES .....evvvieieeiee et 3,435
Advance payments and other Claims ..........coccveiiiiiiiiiie e -2,569
Liabilities, total (IIN€ B8)..........cocviiiiiiiiie e -1,460
Financial HabilitieS..........cooooiiiiieeeeeee e 6,571
Denominated in U.S. dollars ........ 28,324
Denominated in foreign CUMrENCIES ..........cevuriiriiieiie et -21,753

By instrument:
Repurchase agreements ............occoooviiiiiiiiiiiee e 1,531
Short-termM INSIIUMENES ...t ereaeeeees -2,380
Other liabilities ........ocovveiviiiiiieiieccccieiies 7,420
Of which: Financial intermediaries’ aCCOUNtS..........ccuvveeiivieeeeiiiieeee e -3,607
Commercial HabilitieS............ooooiiiiiiiie s -8,031
Denominated in U.S. dOIArS ..........ceeviiiiiiiiiiiiiieeececcceeeee e -8,192
Denominated in fOreign CUrrenCIes ...........cocvvvieiiciiie e 161

By instrument:
Trade PayabIes............ccoooiiiiii -175
Advance receipts and other liabilities —7,856




Transactions Reported by U.S. Nonbanks

nonbanks. All data are reported as quarter-end posiZ
tions. Transactions for a given quarter represent the
difference between outstanding amounts at the end
of the current quarter and end of the previous quarf
ter. Transactions for foreign-currency-denominated
claims and liabilities are adjusted to remove the imE
pact of changes in exchange rates on financial flows.

1.1.2 Data collected directly from U.S. nonbanks
are based on: (1) Treasury International Capital (TIC)
forms CQ-1 and CQ-2 covering claims and liabilities
of U.S. nonbanks vis-a-vis unaffiliated foreigners; (2)
BEA surveys of direct investment covering U.S. finanl
cial intermediaries’ claims on and liabilities to affili®
ated financial intermediaries abroad (financial
intermediaries’ accounts); and (3) Depository Trust
Corporation (DTC) records from which claims of U.S.
financial intermediaries on affiliated financial inter
mediaries abroad, not reported on BEA direct invest
ment surveys, are derived. These data covered 38
percent of the claims and 27 percent of the liabilities
of these accounts in the 2009 international invest?
ment position.

1.1.3 Supplemental data are based on foreign
banks’ claims and liabilities vis-a-vis U.S. nonbanks.
Foreign banks are the counterparties to many U.S.
nonbanks’ claims and liabilities; thus, foreign banks’
liabilities to U.S. nonbanks are a measure of U.S. non-
banks’ claims on foreign banks and foreign banks’
claims on U.S. nonbanks are a measure of U.S. non-
banks’ liabilities to foreign banks. The supplemental
data are from U.S. Federal Reserve System reports
covering branches of U.S. and foreign banks in Carib®
bean financial centers, from Bank for International
Settlements reports covering banks in the Nether
lands, and from reports by central banks in the United
Kingdom, Germany, and France covering banks in
their jurisdictions. These supplemental data are ad@
justed to remove double counts of data collected di
rectly from U.S. nonbanks and from U.S. bank holding
companies, financial holding companies, and securif
ties brokers on the TIC B forms used to compile lines
54, 61, and 69. The supplemental data covered 62
percent of the claims and 73 percent of the liabilities
of these accounts in the 2009 international invest?
ment position.
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1.1.4 Supplemental counterparty data are used
only to estimate financial claims and liabilities; no
supplemental counterparty data are used to estimate
commercial claims and liabilities.

1.2 Data collected directly from U.S. nonbanks

1.2.1 Treasury International Capital System
data.—Quarterly estimates of positions of U.S. non-
banks are based partly on data from TIC forms “CQ-1:
Report of Financial Liabilities to, and Financial Claims
on, Unaffiliated Foreign Residents,” and “CQ-2: Rel
port of Commercial Liabilities to, and Commercial
Claims on, Unaffiliated Foreign Residents.” Amounts
of outstanding claims and liabilities are reported on a
gross basis, without deduction of any offsets against
them. No deduction is made for any reserves or allowl
ances that may have been established against possiZ
ble future losses. However, when an asset is partially
or entirely written off, the amount of the write-off is
deducted from the outstanding amounts. These writel
offs are considered valuation changes and are in@
cluded in the international investment position. Simi&
lar to the reporting for banks and other depository
institutions, loans and deposits of any maturity are in
cluded, as are all short-term financial instruments of
an original maturity of 1 year or less. Transactions
computed for foreign-currency-denominated claims
and liabilities are adjusted to remove the impact of
changes in exchange rates on financial flows.

1.2.2 Nonbank reporters on forms CQ-1 and CQ-2
are instructed to exclude claims and liabilities held in
custody by U.S. banks; these claims are reported by
banks as custody holdings on the TIC B forms. Simill
larly, nonbank reporters are instructed to exclude
holdings in long-term securities; transactions related
to these holdings of securities are reportable on TIC
Form S. Transactions of nonbanks in financial derival®
tives are also excluded because they are reportable
on TIC Form D.

1.2.3 Claims.—Financial claims of U.S. nonbanks
reported on TIC Form CQ-1 include (1) loans and loan
participations of any maturity (including loans made
to finance trade other than those between the
seller and purchaser of the traded good or service);
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(2) resale and similar financing arrangements (unless
held in custody by a U.S.-resident depository institu@
tion or other U.S. custodian); and (3) deposit balances
(other than certificates of deposit (CDs) held at for-
eign-resident banks) of any maturity, and negotiable
and nonnegotiable CDs issued by foreign-resident
banks of any maturity (unless held in custody by a
U.S.-resident depository or other U.S. custodian). Also
included are (4) money market instruments (such as
commercial paper) of an original maturity of 1 year or
less not held by a U.S. custodian; (5) other short-term
securities (of an original maturity of 1 year or less)
held for investment or trading purposes that are held
directly or in custody at a foreign custodian or directly
with a foreign central depository; (6) lease payments
receivable; and (7) brokerage balances, including cash
and margin deposit claims on foreign residents.

1.2.4 Transactions in nonbank financial claims are
presented in the following categories by instrument:
Resale agreements; negotiable certificates of deposit;
other short-term instruments (including money marf
ket instruments); deposits; and other claims. In the ini
strument categories, financial flows added from
financial intermediaries’ accounts collected on BEA’s
direct investment surveys, which are discussed below,
are included in other claims. Financial flows added
from the supplemental counterparty data, also dis@
cussed below, are included in deposits. Transactions
for a given quarter represent the difference between
outstanding amounts at the end of the current quar?
ter and the end of the previous quarter. Transactions
for foreign-currency-denominated claims are adjusted
to remove the impact of changes in exchange rates on
financial flows.

1.2.5 Commercial claims include trade receivables
representing deferred receipts from sales of goods
and services, and advance payments and other claims.
Transactions in commercial claims are presented by
instrument as trade receivables and as advance payf
ments and other claims. Transactions for a given quari
ter represent the difference between outstanding
amounts at the end of the current quarter and the
end of the previous quarter, as reported on TIC Form
CQ-2. Transactions for foreign-currency-denomi?
nated claims are adjusted to remove the impact of
changes in exchange rates on financial flows.
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1.2.6 Liabilities.—Financial liabilities of U.S. non-
banks reported on Form CQ-1 include (1) loans of any
maturity (unless the loan has a U.S. depository institu@
tion or securities broker or dealer servicing the loan
or serving as an administrative agent); (2) repurchase
and similar financing arrangements (unless held in
custody by a U.S.-resident depository institution or
other U.S. custodian); and (3) overdrawn deposit acl
count balances. Also included are (4) short-term secul@
rities (of an original maturity of 1 year or less) issued
in foreign markets; (5) lease payments due; and (6)
brokerage balances, including margin deposit liabili&
ties to foreign residents.

1.2.7 Transactions in financial nonbank liabilities
are presented in the following categories by instrul
ment: Repurchase agreements, short-term instrul@
ments, and other liabilities. In the instrument
categories, financial flows added from financial inter®
mediaries’ accounts and financial flows added from
the supplemental counterparty data are included in
other liabilities. Transactions for a given quarter repf
resent the difference between outstanding amounts
at the end of the current quarter and the end of the
previous quarter. Transactions for foreign-currencyl
denominated liabilities are adjusted to remove the
impact of changes in exchange rates on financial
flows.

1.2.8 Commercial liabilities are presented by instrul
ment as trade payables and advance receipts and
other liabilities. Transactions for a given quarter repf
resent the difference between outstanding amounts
at the end of the current quarter and end of the prel@
ceding quarter, as reported on TIC Form CQ-2. Trans(
actions for foreign-currency-denominated liabilities
are adjusted to remove the impact of changes in ex?
change rates on financial flows.

1.2.9 Financial intermediaries’ accounts.—Inter
company debt transactions of nonbank financial di&
rect investors with foreign affiliated financial
companies are reclassified from the direct investment
to the nonbank accounts. These transactions are rel?
classified because they are akin to transactions of
other financial intermediaries and to transactions of
depository institutions, bank holding companies,
and financial holding companies. As such, they are



Transactions Reported by U.S. Nonbanks

deemed more in the nature of financial intermedial@
tion transactions than direct investment transactions,
and are therefore grouped with similar transactions.

1.2.10 The reclassified accounts of U.S. nonbanks
are designated as “financial intermediaries’ accounts”
and are separately identified; they are defined strictly
as transactions between firms in a direct investment
relationship (that is, between U.S. parents and their
affiliates or between affiliates and their foreign parent
groups), where both the U.S. and foreign firms are
classified in a finance industry (excluding insurance),
but the firms are neither banks nor securities brokers.
The definition of the finance industry is that conl
tained in the North American Classification System
(NAICS), which is the industry classification system
used in BEA’s international and national accounts.

1.2.11 Depository Trust Corporation data.—Claims
of U.S. nonbanks include, as a component of “finani
cial intermediaries’ accounts,” additional estimates
for claims associated with the issuance of asset-
backed commercial paper (ABCP) that are not capl
tured in BEA’s direct investment reporting system. In
principle, funds raised by offshore special purpose veld
hicles (SPVs) should have been reported in BEA's di
rect investment reporting system beginning in the
early 2000s when many offshore structured invest?
ment vehicles (SIVs) and ABCP conduits set up 100
percent-owned affiliates in Delaware for the sole pur@
pose of issuing ABCP in the U.S. market. The ABCP
proceeds were then lent to offshore SPVs (parent cor@
porations) which used the funds to purchase other asB
sets; most of these borrowings were subsequently
repaid in 2008-2009. In the absence of direct investf
ment reporting for many SIVs, additional estimates of
the intercompany debt transactions between Delal@
ware affiliates and their offshore parents are estil
mated from Depository Trust Corporation (DTC)
records for selected ABCP programs.

1.2.12 A proxy measure is used to capture inter
company debt transactions between Delaware affili&
ates and their offshore parents based on quarterly
changes in U.S. ABCP outstanding for the affiliates as
estimated from DTC records. If affiliates” ABCP outR
standing increased in the quarter, it is assumed affilil
ates had net lending to their foreign parents in the
amount that ABCP increased. If ABCP outstanding del
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creased in the quarter, it is assumed that foreign par?
ents repaid their Delaware affiliates. Many of these
transactions were with parents in the Caribbean, the
United Kingdom, and Ireland. The ABCP transactions
are grouped with similar transactions in the category
“financial intermediaries’ accounts.”

1.3 Supplemental data collected from foreign
counterparties

1.3.1 Supplemental counterparty data.—The use
of supplemental data from foreign banks in the non
bank accounts is necessary because bilateral compari?
sons between U.S. statistics and comparable statistics
from foreign banks show that U.S. statistics, collected
directly from U.S. nonbanks, underestimate the exter
nal claims and liabilities of U.S. nonbanks vis-a-vis fora
eign banks. The conclusion is based on comparisons of
external claims and liabilities (covering mainly loans
and deposits) of U.S. banks and nonbanks vis-a-vis for
eign banks from U.S. statistics to the comparable ex?
ternal claims and liabilities (covering mainly loans and
deposits) of foreign banks vis-a-vis U.S. banks and
nonbanks from foreign banking statistics. The com@
parisons indicate that, over many years for selected
countries, the U.S. statistics and the foreign banking
statistics are often comparable for external positions
between U.S. banks and foreign banks. However,
when external positions between U.S. nonbanks and
foreign banks are compared, the foreign banking stal
tistics show consistently larger claims and liabilities
than the U.S. statistics.

1.3.2 One explanation for the disparity is that bank®
ing statistics in the United States are generally of bet?
ter quality than statistics collected from U.S.
nonbanks because U.S. banks are more completely
regulated and better integrated into statistical sys@
tems. By comparison, U.S. nonbanks are more numert
ous, diverse, and less regulated, so their transactions
are more difficult to cover in statistical systems. Also,
despite the significant enhancement in coverage
achieved by the use of data from several sources,
there is no assurance that the coverage of transacl
tions is yet complete or accurate. Finally, U.S. non-
banks have grown rapidly in recent years both in the
number and the scope of their financial intermedial
tion activities. The pooling of assets and the subsel
guent sale to investors of claims on cash flows backed
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by these asset pools was an important factor in the
expansion of these transactions.

1.3.3 The foreign banking data are from the central
banks of the United Kingdom, Germany, and France,
from the Bank for International Settlements for the
Netherlands, and from Federal Reserve reports for
banks in the Caribbean. For banks in the Caribbean,
data from a survey by the Federal Financial Institu®
tions Examination Council (FFIEC 002s) and data coll
lected on a survey by the Federal Reserve System
(FR2502q) are added together. The FFIEC 002s survey
collects data on claims and liabilities of non-U.S.
branches that are managed or controlled by a U.S.
branch or agency of a foreign bank. The FR 2502q colE
lects similar data from non-U.S. branches of a U.S.
commercial bank or Edge Act and Agreement corporal?
tion.

1.3.4 The foreign banking data cover loans and del
posits denominated in U.S. and foreign currencies; nel
gotiable instruments are excluded. Transactions
computed for foreign-currency-denominated claims
and liabilities are adjusted to remove the impact of
changes in exchange rates on financial flows. No addil
tional detail by maturity, instrument, or affiliation is
available for the counterparty data.

1.3.5 Claims and liabilities of U.S. nonbanks vis-a@
vis foreign banks compiled from the counterparty
data are adjusted before inclusion in the accounts.
BEA assumes that these positions and transactions
are comprehensive and that all claims and liabilities
vis-a-vis foreign banks reported directly by U.S. non-
banks to U.S. statistical agencies should be deducted
to avoid double counts. The positions and transac?
tions of the counterparty data remaining after adjust?
ment are added to the other data collected directly by
U.S. nonbanks.
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1.3.6 Claims of U.S. nonbanks on foreign banks,
compiled from the counterparty data for specific
countries, are adjusted by deducting the following
claims reported by U.S. nonbanks to U.S. statistical aul@
thorities vis-a-vis those countries: (1) Nonnegotiable
deposits and other nonnegotiable claims on foreign
banks reported by bank holding companies, financial
holding companies, and securities brokers on TIC
Form BC, (2) nonnegotiable deposit claims held in cusl
tody for banks’ customers and reported on the TIC
Form BQ-1, (3) intercompany debt claims of U.S. fi&
nancial intermediaries on foreign affiliated financial
intermediaries reported on BEA surveys of direct in
vestment, and (4) nonnegotiable deposits and other
nonnegotiable financial claims reported by U.S. non-
banks on TIC Form CQ-1.

1.3.7 Liabilities of U.S. nonbanks to foreign banks,
compiled from the counterparty data for specific
countries, are adjusted by deducting the following lial
bilities reported by U.S. nonbanks to U.S. statistical
authorities vis-a-vis those countries: (1) Brokerage
balances and other liabilities to foreign banks rel
ported by bank holding companies and by securities
brokers on TIC Form BL-1, (2) loan participations held
in custody for banks’ customers reported on TIC Form
BL-2, (3) intercompany debt liabilities of U.S. financial
intermediaries to foreign affiliated financial intermel
diaries reported on BEA surveys of direct investment,
and (4) nonnegotiable financial liabilities reported by
U.S. nonbanks on TIC Form CQ-1.

1.3.8 For each country, adjusted U.S. nonbank fi&
nancial claims and liabilities compiled from the coun@
terparty data for that country are added to financial
positions compiled from data directly reported to U.S.
statistical authorities in order to achieve more comf
plete coverage of U.S. nonbank financial positions and
transactions derived from them.
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