Chapter 1

Purpose and Structure of the Accounts

1.1. The international economic accounts prepared by the Bureau of Eco-
nomic Analysis (BEA) provide timely, accurate, and relevant economic statistics
that allow policymakers and other decision makers to understand the role of the
United States in the global economy and the performance of the U.S. economy
relative to other countries. These accounts include the International Transactions
Accounts (ITAs), the International Investment Position (IIP) Accounts, and statis-
tics on the Activities of Multinational Enterprises (AMNE).! Taken together, these
accounts and related statistics provide a comprehensive, integrated, and detailed
picture of important and closely followed U.S. international economic activities.

1.2. International economic statistics that are comparable across countries al-
low assessments of relative economic performance, facilitate trade negotiations,
and provide the basis for tracking and analyzing the global economy. BEA's inter-
national economic accounts are also used to study international competitiveness
and to formulate trade policy. Data on the activities of U.S. multinational enter-
prises (MNEs) and the U.S. affiliates of foreign MNEs are used by businesses to
assist in their decisions on the location of affiliates abroad, the hiring of foreign
labor, and sales and purchases of goods and services abroad.

1.3. The ITAs are a quarterly statistical summary of transactions between U.S.
residents and nonresidents organized into three major accounts: the current ac-
count, the capital account, and the financial account. The current account re-
cords exports and imports of goods and services, receipts and payments of
primary income, and receipts and payments of secondary income (current trans-
fers). Current account data are used in compiling the U.S. national income and
product accounts (NIPAs) prepared by BEA. The capital account records capital
transfers, such as debt forgiveness, and transactions in nonproduced nonfinancial
assets. The financial account records investment transactions between U.S. resi-
dents and nonresidents for direct investment, portfolio investment, other invest-
ment, reserve assets, and financial derivatives. Financial account data are used in
compiling the flow of funds statistics prepared by the Federal Reserve Board.

1.4. The lIP accounts are a statistical summary of the quarter-end value of ac-
cumulated stocks of U.S. assets and U.S. liabilities, as well as the value of the net
international position of the United States. Separate statistics are available for
the value of accumulated stocks of direct investment, portfolio investment, other
investment, reserve assets, and financial derivatives. Changes in positions arise
from financial transactions, asset valuation changes, and other changes in the
volume of assets. Data from the IIP accounts are used in compiling national bal-
ance sheet statistics prepared by the Federal Reserve Board.

1. The term “multinational enterprises” replaces the term “multinational companies” previously
used in BEA’s international economic accounts to more closely conform to international guidelines.
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1.5. As part of its extensive data collection program to measure U.S. direct in-
vestment abroad and foreign direct investment in the United States, BEA pre-
pares statistics on the financial and operating activities of U.S. MNEs and the U.S.
affiliates of foreign MNEs. These AMNE statistics, which include sales, employ-
ment, value added, capital expenditures, and balance sheets, are critical for un-
derstanding the role played by MNEs in an increasingly integrated global
economy. AMNE statistics also include related foreign affiliate statistics that show
services supplied outside of the home economy by both foreign affiliates of U.S.
parent companies and U.S. affiliates of foreign parent companies.

1.6. The global economic crisis that started in late 2008 highlighted the impor-
tance of economic statistics that provide a clear and timely depiction of major
developments in both the real and the financial sectors of economies around the
world. In some respects, the responses of policymakers to the crisis were ham-
pered by a lack of detailed, timely, and internationally comparable information
about financial asset and liability flows and their impact on production, employ-
ment, and income. As part of a broad initiative to further improve the timeliness,
accuracy, and relevance of economic statistics, in 2009 BEA embarked on a path
towards a comprehensive restructuring of the U.S. international economic ac-
counts—the most extensive restructuring since 1976.

1.7. The comprehensive restructuring that BEA released in June 2014 repre-
sents the culmination of a multi-year effort to modernize and enhance the ac-
counts by introducing changes recommended by international statistical
guidelines along with other improvements. While selected changes have been in-
troduced over the last several years, the June 2014 release features a new pre-
sentation of the accounts that not only conforms more closely to international
guidelines but also brings the U.S. accounts into closer alignment with those of
other countries. These changes improve the overall comparability of interna-
tional economic statistics and provide policymakers and others with a stronger
statistical foundation for understanding and responding to international eco-
nomic events.

1.8. This volume is organized into five parts consisting of fifteen chapters, ap-
pendices, and a glossary. Part | (chapters 1-5) provides an introduction and over-
view. Part Il (chapters 6-9) is a conceptual framework that provides descriptions
of key concepts and principles that underlie the international economic accounts
and that are critical for understanding and interpreting the statistics. Part ll|
(chapters 10-13) provides a summary of statistical methodologies, including key
data sources and estimation methods, for the ITAs, the IIP accounts, and AMNE
statistics. Part IV (chapters 14—15) covers special topics in the international eco-
nomic accounts. Part V provides supplemental information including appendixes
and a glossary of terms.
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