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REVISED estimates show that real
GNP increased at an annual rate of 4
percent in the third quarter of 198T7;
the preliminary estimates had shown
about the same rate of increase (table
1).1 The broad picture of the economy
as sketched in the last month’s ‘“Busi-
ness Situation” was essentially unal-
tered even though components of
GNP underwent revisions.

The largest upward revision was in
farm inventory investment (§6 bil-
lion), and the largest downward revi-
sion was in Federal nondefense pur-
chases ($5% billion). These offsetting
revisions reflected the September
data on transactions of the Commodi-
ty Credit Corporation.

The increase in the GNP price
index (fixed weights) was revised up
to 3% percent from 2% percent. The
revision was mostly due to upward re-
visions in prices of residential and
nonresidential structures and of per-
sonal consumption expenditures, espe-
cially food, clothing, and services.

Corporate profits

Profits from current production—
profits before tax with inventory valu-
ation adjustment (IVA) and capital
consumption adjustment (CCAdj)—in-
creased $17 billion in the third quar-
ter, following a $3 billion increase in
the second. In both quarters, domestic
nonfinancial corporations dominated
the movement in profits; small-to-
moderate declines in domestic profits
of financial corporations were largely
offset by increases in profits from the
rest of the world.

1. Quarterly estimates in the national income and
product accounts are expressed at seasonally adjusted
annual rates, and quarterly changes in them are dif-
ferences between these rates. Quarter-to-quarter per-
cent changes are compounded to annual rates. Real,
or constant-dollar, estimates are expressed in 1982 dol-
lars.
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Table 1.—Revisions in Selected Component Series of the NIPA’s, Third Quarter of 1987

Seasonally adjusted at annual rates Percent change from
preceding quarter at
) - annual rates
Prelimi- irst .
nary revision Difference Prelimi- First
nary revision
Billions of current dollars
GNP 4,512.0 4,520.5 8.5 6.2 7.0
Personal consumption expenditures 3,003.7 3,006.7 3.0 8.4 8.8
Nonresidential fixed inv ent 452.8 456.8 490 17.8 22.1
Residential investment 228.3 228.1 -2 11 T
Change in business inventories 15.5 22.5 7.0
Net exports —121.7 —119.8 1.9
Government purch 933.5 926.1 ~74 7.3 4.0
National 3.654.2 7.0
Compensation of employees 2,664.3 2,663.8 -5 6.4 6.3
Corporate profits with inventory valuation and capital
consumption adjustments 313.7 24.8
Other. 680.1 676.7 —-34 4.2 2.2
Personal i 3,759.7 3,756.7 —3.0 5.6 5.3
Billions of constant (1982) doliars
GNP 3,831.2 3,833.4 2.2 38 41
Personal consumption expenditures 2,517.0 2,517.2 2 48 49
Nonresidential fizxed investment 461.8 464. 24 23.7 26.3
Residential investment 196.7 193.8 —29 -2 —6.0
Change in business inventories 18.1 24.1 6.0
Net exports —137.9 -134.9 3.0
Government purch 775.5 769.1 -6.4 47 13
Index numbers, 1982=100 !
GNP price index (fixed weights; 119.4 119.6 2 2.7 3.3
GNP price index (chained weights) 2.5 3.3
GNP 1mplicit price deflator 117.8 1179 .1 24 2.8

1. Not at annual rates.

Note.—For the third quarter of 1987, the following revised or additional major source data were incorporated: For personal
consumption expenditures, revised retail sales for August and September; for nonresidential fixed investment, manufacturers’
shipments of equipment for August (revised) and September, construction put in place for July and August (revised) and
September, and partial information on actual plant and ecluipment expenditures for the quarter; for residential investment,
construction put in place for August (revised) and Sep 5 for change in busi { ies, facturing and trade
inventories for Auﬂst (revised)- and September; for net exports of goods and services, merchandise exports and merchandise
imports for September; for government purchases of goods and services, Federal unified budget outlays for September, and State
and local construction put in place for August (revised) and September; for wages and salaries, revised employment, average
hourly earnings, and average weekly hours for August and September; for corporate profits, domestic book profits for the quarter;
and for GNP prices, the Consumer Price Index for September, merchandise export and import price indexes for September (these
indexes are prepared only for the last month of each quarter), unit-value indexes for petroleum imports for September and for
merchandise exports and nonpetroleum merchandise imports for August, and residential housing prices for the quarter.

Looking Ahead . . .
s Input-Output Accounts. The 1982 annual input-output tables will be

available early next year. The annual accounts are prepared using basi-
cally the same procedures as used in the 1977 benchmark tables, but with
less comprehensive and less reliable source data.
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Profits before tax (PBT) increased
$13% billion in the third quarter
after an increase of $11% billion in
the second. The third-quarter differ-
ence between profits from current
preduction and PBT is due to the
IVA, which increased $4 billion (to
negative $16 billion) after a decline of
$8%2 billion. The IVA, which is not re-
flected in PBT, converts the value of
inventory withdrawals from the pre-
dominantly historical costs that un-
derlie PBT to current replacement
costs. Largely due to decelerations in
petroleum and wholesale food prices,
current replacement costs of invento-
ry withdrawals were closer to the
costs that underlie PBT in the third
quarter than they were in the second
quarter.

In nonfinancial corporations, both
real gross product and profits per unit
increased. The increase in unit profits
was associated with a modest increase
in unit prices and flat unit costs. Prof-
its as a share of gross product in-
creased to 10 percent, the highest
level in more than 2 years. Cash flow
from current production—undistrib-
uted profits with IVA and CCAdj plus
capital consumption allowances with
CCAdj—increased $11 billion after
three consecutive quarterly declines.

Trade profits rebounded partially
after a very sharp drop in the second
quarter; the increase was largely in
wholesale trade and retail automobile
dealers. In manufacturing, profit in-
creases were large and widespread;
only motor vehicles registered a sub-
stantial decline, perhaps partly re-
flecting sales incentive programs in
the third quarter. (See ‘“‘Motor Vehi-
cles, Model Year 1987,” elsewhere in
this issue.)

Government sector

The fiscal position of the govern-
ment in the national income and
product accounts deteriorated in the
third quarter of 1987, as the combined
deficit of the Federal Government
and of State and local governments
increased $3 billion (table 2). The de-
terioration was the result of a decline
in the State and local surplus.

The Federal sector.—The Federal
Government deficit declined $2 billion
in the third quarter to'$137 billion, as
expenditures declined more than re-
ceipts.

Receipts declined $2 billion, follow-
ing a $43% billion increase in the
second quarter. This unusually large
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swing was due to the effects of the
Tax Reform Act of 1986 on personal
tax and nontax receipts. This act sub-
tracted $22 billion from the change in
personal tax payments in the third
quarter after adding $21 billion to the
second-quarter change. Most of the
swing resulted from a sharp drop in
declarations (estimated tax payments)
and net settlements (final tax pay-
ments less refunds). These payments
were large in the first half of the
year, reflecting the acceleration of
capital gains realizations into 1986.
(For more information, see the discus-
sion in the July 1987 “Business Situa-
tion.”)

Corporate profits tax accruals and
contributions for social insurance in-
creased $5 billion each, reflecting
growth in incomes. Indirect business
tax and nontax accruals declined
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slightly as a result of a $% billion de-
cline in customs duties.

Expenditures declined $4 billion,
following a $12%% billion increase in
the second quarter, when purchases
of goods and services and grants-in-
aid to State and local governments re-
corded strong increases. National de-
fense purchases increased only $1 bil-
lion in the third quarter, compared
with $7 billion in the second; the de-
celeration was in services other than
compensation. Nondefense purchases
declined $2 billion in the third quar-
ter, following a $5% billion increase
in the second; the swing was in pur-
chases other than for agricultural
commodities. Purchases of agricultur-
al commodities by the Commodity
Credit Corporation declined about the
same amount in both quarters.
Grants-in-aid declined $2% billion in

Table 2.—Government Sector Receipts and Expenditures

[Billions of dollars, seasonally

adjusted at annual rates]

Change from preceding quarter Level
1986 1987
1987:111
It v I I Juig
Government sector
Receipt: 30.3 29.7 304 59.1 6.4 1,474.6
Expenditures .6 23.6 218 18.2 9.2 1,566.1
Surplus or deficit (—) 31.0 100 8.6 40.8 -29 -91.5
Federal Government

Receipts 154 20.1 26.8 43.6 -19 921.0
Personal tax and nontax receipts 16 11.2 5.2 3.1 —115 404.2
Corporate profits tax accruals 3.0 6.2 124 49 4.8 112.7
Indirect business tax and nontax accruals ... 2.2 -10 2.2 9 -3 53.9
Contributions for social insur: 2.6 31 7.0 3.1 5.0 350.2
Expenditures -11.0 5.1 8.6 12.3 -39 1,058.2
Purchases of goods and servi 2.8 —2.6 —1.7 127 —.8 378.8
National defe 9.4 -85 85 7.0 1.2 295.7
Nondef —6.6 5.9 —10.1 56 —2.0 83.0
Of which: Commodity Credit Corporation inventory change........ —-51 6.2 —109 ~15 —11 —6.1
Transfer payments 7.7 -2 1.0 53 49 416.9
To persons 6.9 1.0 49 5.5 2.1 403.7
To foreigners q —1.2 —3.9 -3 2.9 13.2
Grants-in-aid to State and local govern —.1 —6.7 —6 3.1 —-25 103.5
Net interest pai —17 36 1.8 2 3.5 143.2
Subsidies less current surplus of government enterprises ...........c.co.... —19.6 11.0 8.0 —9.5 —-9.0 15.8
Subsidi —16.6 3.5 141 ~11.2 7.1 204
Of which: Agricultural subsidi —16.5 3.5 141 —114 -7.0 5.7
Less: Current surpius of government enterprises...........coveeneecines 3.0 -5 6.1 -1 1.9 4.6

Less: Wage accruals less disbursements 0 0 0 0 0 ]
Surplus or deficit (—) 26.5 15.0 18.2 51.3 2.0 —137.2

State and local governments

Receipt: 147 2.8 3.0 19.2 58 657.0
Personal tax and nontax receipts 3.5 5.5 -1.0 19 -9 161.4
Corporate profits tax accruals 1.0 1.6 17 13 15 27.9
Indirect business tax and nontax accruals .......icrnrinnnssinnnniniinnes 9.8 1 4.2 6.0 7.0 318.0
Contributions for social insurance 4 2.3 -1.2 5 Ki] 46.3
Federal grants-in-aid -1 —6.7 —.6 3.7 —25 103.5
Expenditure: 10.3 11.8 126 9.6 10.6 611.3
Purchases of goods and servi 8.6 104 11.6 8.3 9.8 5473
Of which: Structure 5 -1.0 2.6 —12 -8 61.9
Transfer payments to persons 2.0 1.9 1.8 20 1.8 118.7
Net interest paid -2 -2 -3 -5 -4 —33.1
Less: Dividends received by gover t 1 1 2 3 3 8.5
Subsidies less current surplus of government enterprises 0 —.1 -3 1 -1 —15.0
Subsidie: 0 0 0 0 0 1.0
Less: Current surplus of government enterprise: d 2 3 -1 2 16.0

Less: Wage accruals less dishur: t: 0 0 0 0 0 0
Surplus or deficit (—) 44 -9.0 -9.6 9.6 —49 45.7
Social insurance funds 3 2.2 -1.2 .8 11 521
Other 41 —-112 -84 8.8 -6.0 —6.4

Nore.—Dollar levels are found in the National Income and Product Accounts Tables, tables 3.2 and 3.3.
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the third quarter, following a $3% bil-
lion increase in the second; the swing
was largely due to medicaid grants.
On balance, all other expenditures,
taken together, declined $1% billion;
increases in transfer payments and
net interest paid were offset by a de-
cline in subsidies less the current sur-
plus of government enterprises. The
decline in the latter category was
largely accounted for by a decline in
agricultural subsidies.

Cyclically adjusted surplus or defi-
cit.—When measured using cyclical
adjustments based on middle-expan-
sion trend GNP, the Federal fiscal po-
sition moved from a deficit of $161.8
billion in the second quarter to a defi-
cit of $166.9 billion in the third (see
table 2 on page 18). The cyclically ad-
justed deficit as a percentage of
middle-expansion trend GNP in-
creased from 3.7 percent in the second
quarter to 3.8 percent in the third.

The State and local sector.—The
State and local government surplus
declined $5 billion in the third quar-
ter to $45% billion, as expenditures
increased more than receipts. An in-
crease in the deficit of other than
social insurance funds more than ac-
counted for the total decline.

Receipts increased $6 billion, com-
pared with $19 billion in the second
quarter. The deceleration was due to
the indirect effects of the Tax Reform
Act of 1986 on personal tax and
nontax receipts and the decline in
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Federal grants-in-aid. Personal taxes
declined $1 billion, following a $7%
billion increase in the second quarter.
The tax act raised second-quarter pay-
ments to the extent that taxpayers
shifted realizations of capital gains
into 1986. Indirect business taxes in-
creased $7 billion, somewhat more
than in the second quarter, and corpo-
rate profits tax accruals and contribu-
tions for social insurance increased at
about the same pace as in the second
quarter.

Expenditures increased $10% bil-
lion, compared with $9% billion in
the second quarter. Most of the in-
crease was in purchases of goods and
services, which increased $10 billion,
$1% billion more than in the preced-
ing quarter. The acceleration was
partly due to purchases of structures,
which declined less in the third quar-
ter.

Leading Indicators

BEA’s composite index of leading
indicators declined 0.2 percent in Oc-
tober according to estimates based on
9 of its 11 component series, following
no change in September. The stock
price index made, by far, the largest
negative contribution (table 3). The
unusually large negative contribution
of the stock price index, —1.06, will
be reduced to —0.87 in the revised es-
timate to be released next month
when the two missing series—change
in inventories and change in credit—
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become available. (Elsewhere in this
issue, “Composite Indexes of Leading,
Coincident, and Lagging Indicators”
describes the methodology used to
construct the composite indexes and
explains, among other things, how the
calculation of net contribution is af-
fected by the number of series that
are available.)

Six of the other eight components
increased in October, with average
workweek making the largest positive
contribution.  Average workweek
bounced back up to 41.1 hours after a
0.6 drop in September; the September
decline reflected the fact that the
survey on which the data are based
was taken during the week that in-
cluded Labor Day.

Because the October decline in the
stock price index was so large and be-
cause a similar decline in November
will affect next month’s leading
index, this component of the leading
index is discussed in some detail
below. Before turning to this topic,
however, it may be helpful to consider
some general aspects of interpreting
changes in the leading index.

Interpreting changes in the index.—
Analysts following the cyclical indica-
tors approach interpret cyclical peaks
and troughs in the leading index as
signals of subsequent cyclical peaks
and troughs in aggregate economic ac-
tivity. The first task facing the ana-
lyst, then, is to identify cyclical turn-
ing points in the leading index.

Table 3.—Net Contributions of the Individual Components to Changes in the Leading Index

1986

1987

Component

Dec. Jan. Feb. Apr.

May June July Aug. Sept. Oct.

Average workweek, production workers, manufacturing
(hours).

Average weekly initial claims, State unemployment
insurance (th d

New orders, manufacturing consumer goods and
materials (billions of 1982 dollars) ........cccevevrevrerensrenserens

Vendor performance, companies receiving slower
deliveries from vendors (Percent) .........cccwiveaiseurivenrines

Contracts and orders, plant and equipment (billions of
1982 dollars)

Building permits (indexg: 1967=100).........cccocovvrrrnrrrurnriververans

Change in inventories on hand and on order (annual
rate, billions of 1982 dollars)

Change in sensitive materials prices (percent)
Stock prices, 500 common stocks (index: 1941-43=100) ...
Money supply (M2) (billions of 1982 dollars)

Change in credit—business and consumer borrowing
[¢ 1 rate, percent

m

Percent change in 1 index

0.08

01

r—.09

09

.01

02
48
22
.10

—.22
.83

0 0.08 0.17 —0.16 —0.25

—.12 —.03 —.02 17 15

r.37 ~.31 .06 —-.10

0 —.04 -.13 13 09

06
.05

.10
.08

.08
—.24

.16
.36

-.30
—.39

21
-.35
A1
-.15

.33
—.19
21

05
01
—.07
.01

13
.25
.10
25

—.28
42

.05 -.10

—.30
r—.70

—47
21

09
91

.28
.16

51
r2.19

0.33 0 0 —0.50 20.71

—.02 —.01 0 .29 A1 .03

—.02 .10 —.09 r—.02 r12

13 -.13 22 —.09 39 05

—.14
.03

P.04
—.10

.08
—.22

07
05

13
—.06

r—.23
—.06
41
r.02

03
33
0

14
.38
.28
—.11

r—.02
18
.19

0

n.a.
02
—1.06
?08

—.22

—.11 .11

.24
57

».26
0

r—.12
r.53

r.09
101

-.30

42 »—.16

n.a. Not available.
? Preliminary.
* Revised.

Note.—The net contribution of an individual

t is that ¢ 1t's share in the com-

posite movement of the group. The percent change in the index equals (except for rounding dif-
ferences) the sum of the net contributions of the individual components plus the trend adjust-
ment factor of 0.139 for the leading index.



Not every decline after a protracted
upward movement in the leading
index indicates that a cyclical peak
has been passed. On the basis of re-
vised estimates, 10 peaks may be
identified in the leading index for the
period 1948-86, yet upward move-
ments in the index were interrupted
by a decline 41 times in that period;
in other words, only 25 percent of
these declines in the leading index
were actually associated with incipi-
ent contractions in the index. After a
protracted upward movement in the
index, two or three consecutive
monthly declines are far more likely
to signal a downturn: Two consecutive
declines occurred 14 times in 1948-86,
and three consecutive declines, 12
times.

For the subperiod April 1975 (when
the index in its current form was in-
troduced) through December 1986, the
leading index registered 2 peaks. In
this subperiod, revised estimates reg-
istered 20 1-month declines, 4 2-
month declines, and 4 3-month de-
clines. (Estimates available to contem-
poraneous observers attempting to
identify turning points showed a
roughly similar pattern: 28 1-month
declines, 6 2-month declines, and 3 3-
month declines.)

In general, then, the more protract-
ed the decline in the leading index,
the more likely that a cyclical peak
has been passed, but focusing only on
the most recent change in the index
or on the number of consecutive de-
clines would mislead analysts: All cy-
clical peaks in the index would be
identified by such a procedure, but
some erratic movements in the index
would be interpreted, incorrectly, as
indicating that a peak had occurred.
Thus, in attempting to identify turn-
ing points, analysts go beyond such
mechanical procedures to consider not
only the direction of the index’s move-
ment but also the movement’s depth,
duration, and diffusion—the “3 D's”
of the indicator approach. (These “3
D’s” are candidates for discussion in a
future issue of the SURVEY.)

When a peak in the leading index
has been identified, the analyst infers
that a decline in economic activity is
likely. Over 1948-86, however, two
peaks (and troughs) in the revised
leading index were not followed by
peaks (and troughs) in aggregate eco-
nomic activity. Thus, it is by no
means certain that a peak in the lead-
ing index, once it is identified, will be
followed by a peak in aggregate eco-
nomic activity. It should be noted,
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however, that while the two ‘“false”
peaks in the leading index, in 1950
and 1966, were not followed by peaks
in aggregate economic activity, they
were followed by noticeable slow-
downs.

At least two other aspects of the in-
dicators approach deserve mention.
First, analysts interpret a peak in the
leading index as signaling a subse-
quent peak in aggregate economic ac-
tivity, but “subsequent” is not precise-
ly defined. On average over 1948-86,
peaks in economic activity occurred
9% months after a peak in the com-
posite index. This average, however,
conceals almost as much as it reveals;
downturns in economic activity
trailed downturns in the leading
index by as little as 8 months and as
much as 23 months. Second, the size
of changes in the leading index is not
always indicative of the size of subse-
quent changes in aggregate economic
activity. Thus, for example, the rela-
tively mild recession of 1953-54 was
preceded by a very sharp drop in the
leading index, but the relatively
severe recession of 1973-75 by only a
moderate decline.

Stock prices in the leading index.—
Stock prices are represented in the
leading index by the monthly average
of daily closing levels of Standard and
Poor’s index of stock prices, 500
common stocks. This index is broad-
based (comprising the stock of 400 in-
dustrial, 40 utility, 20 transportation,
and 40 financial corporations) and
closely approximates the average
price level of all the stocks listed on
the New York Stock Exchange.2

From the recession trough in No-
vember 1982 to August of this year,
the stock price index included in the
leading index increased 138 percent,
far exceeding the gains that had been
made 57 months after any of the pre-
vious seven business cycle troughs.
Even after a fall in stock prices in
September and the dramatic decline
in QOctober that tock the index back to
its February 1987 level, stock prices
were still 103 percent higher than in
November 1982.

As was seen in table 3, the stock
price index made substantial contri-

2. The Standard and Poor’s index, rather than some
other stock price index, was selected for inclusion in
the leading index because of its breadth of coverage,
its availability over a long period, and its performance
as a leader. The index is included in the blue pages of
the SurVEY (p. S-16) as well as in Business Conditions
Digest (pp. 13, 69). For a more detailed description of
the index, see Handbook of Cyclical Indicators, pp. 24~
25.
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butions to the upward path of the
leading index through August. In 2 of
the first 10 months shown in the
table, it was responsible for the larg-
est net contribution of any compo-
nent; in 4 other months, the second
largest. If the stock price index were
removed from the leading index, how-
ever, the month-to-month direction of
change in the composite would have
been altered in only 1 month (Febru-
ary).

The stock price index has led busi-
ness cycle turns, on average, by 9
months at peaks and 4% months at
troughs. Of the last 16 business cycle
turns, the index signaled all but one
peak and one trough (namely, the
peak and trough of the very short re-
cession of 1980). However, the index
has also given eight false signals of
business cycle turns—four in the
1960’s, two in the late 1970’s, and two
in the 1980’s.

At least two economic rationales
(not mutually exclusive) may be of-
fered for the tendency of the stock
price index to reach cyclical peaks
and troughs in advance of aggregate
economic activity.

First, the traditional rationale is
that stock price changes may reflect
expectations that influence future
economic behavior. The precise
nature of the “expectations-stock
prices-economic behavior” mechanism
is rarely described in detail, but one
possible scenario may be sketched. In-
vestors’ expectations of future profits
may fall—perhaps because actual
profits are lower than had been an-
ticipated or because of increases
(actual or anticipated) in interest
rates. To the extent that stock prices
are determined by expected profits,
stock prices fall. Lower expected prof-
its also induce businesses to revise
downward their investment and
hiring plans. The lower investment
and employment that result when
these plans are implemented initiate
a contraction in aggregate economic
activity. Note that in this rationale it
is expected profits that are a causal
force; stock prices simply mirror those
expectations.

A second rationale for why the
stock price index leads aggregate eco-
nomic activity is more straightfor-
ward and attributes causation to
stock prices themselves. Changes in
stock prices cause changes in wealth;
these wealth changes, in turn, affect
spending decisions, but the full extent
of this effect is not felt immediately.
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National Income and Product Accounts Tables

ton, DC 20230.

New estimates in this issue: Third quarter 1987, revised (7).
Estimates for 1929-82 are in The National Income and Product Accounts, 1929-82: Statistical Tables (GPO Stock No. 003-010-00174-7, price
$23.00). Estimates for 1983 are in the July 1986 SurvEey. Estimates for 1984~86 are in the July 1987 SurvEy. These publications are available
from the Superintendent of Documents and Commerce Department District Offices; see addresses inside front cover.
The full set of national income and product accounts estimates shown regularly in this part of the SUrVEY 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, Washing-

Table 1.1.—Gross National Product

Table 1.2.—Gross National Product in Constant Dollars

[Billions of dollars] [Billions of 1982 dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1985 | 1986 1986 1987 1985 | 1986 1986 1987
i i v I I ik i I v I I jiits
Gross national product.....} 4,010.3 [4,235.0 14,211.6 | 4,265.9 | 4,288.1  4,377.7 | 4,445.1 | 4,520.5 Gross national product ......| 3,607.5 [3,713.3 | 3,704.7 | 3,718.0 | 3,731.5 | 3,772.2 | 3,795.3 | 3,833.4
Personal consumption Personal consumption
expenditures..... -12,629.412,799.8 | 2,765.8 (2,837.1 | 2,858.6 ( 2,893.8 | 2,943.7 | 3,006.7 expenditures ...........coovevrmnvnreecn 2,352.6 (2,450.5 | 2,434.3 | 2,477.5 | 2,480.5 | 2,475.9 | 2,487.5 | 2,517.2
Durable goods.. 368.7( 4024 3864| 427.6| 419.8] 396.1| 409.0] 434.8 Durable goods " A 3835 369.6| 4055| 399.0( 375.9| 3854| 4054
Nondurable g 913.1) 939.4| 9343| 940.0| 946.3| 969.9| 9821 987.2 Nondurable goods .. .| 849.5] 877.2] 880.0| 879.8( 880.3| 883.2| 879.0| 876.3
Services. 1,347.5|1,458.0 | 1,445.1 | 1,469.5 1,492.4|1,527.7 | 1,552.6 | 1,584.7 Servi 1,150.4 (1,189.8 {1,184.711,192.2 | 1,201.1]1,216.9 [ 1,223.1 | 1,235.4
Gross private domestic Gross private domestic
investment 671.0( 6794 660.8| 660.2| 699.9| 702.6] 7074 investment. 636.1| 654.0] 665.6| 645.0| 631.0( 671.8] 673.7 682.0
Fixed investment 6552 651.9| 657.3| 666.6] 648.2) 662.3] 6849 Fixed investment ... 628.7| 64021 637.6) 638.8| 6454 6242| 634.7| 6580
Nonresidential . 436.9| 433.8) 433.5( 439.7( 4228| 434.6] 456.8 Nonresidential 1] 448.8( 441.0| 437.7( 4432| 426.0) 437.9( 4642
Structures 137.4| 1359 1311 1329] 128.7| 129.7] 1366 Structures.... 130.3| 12841 122.7| 1246 1204| 1204 1268
Producers’ durable Producers’ durable
eqUIPIMENt ........cocrieerennss 290.1| 299.5( 297.9| 302.4| 306.7( 294.1| 304.9{ 3202 SqUIPMENnt....ooveecviinarecanen] 30481 3135} 3126 3150| 318.6] 3056| 317.5| 3374
identia 189.0( 2183| 218.1| 223.8| 2269 2254 227.7| 2281 idential 174.6| 1964 1965) 201.1| 2022 1982} 196.8( 1938
Change in business Change in business
i pL N 1000 187| 215 35| —64] 516| 403| 225 INVENOTIES....vvcenecreeanerecasernerennd] 741 138| 281 61| —144( 476| 890 241
Nonfar 1361 168 2451 -9 51| 487 213 8.6 Nonfar 120 154} 239 1 23| 439 227 94
Farm....ecesnneanecossseraeenns —36; -11 3.0 45| -116 29| 13.0) 139 Farm .. vcvnenssrrsssnsesssns ] —46| -16 42 6.0| —16.6 37| 163 147
Net exports of goods and Net exports of goods and
services .. ~116.9{—112.2 |—118.4 |-119.8 services . —146.8 |—161.6 | —151.8 |—135.2 |—132.7 [—134.9
383.31 397.3| 4165]| 434.6 37021 379.6( 388.3| 3978} 414.5| 4333
. 500.2| 509.5| 534.8| 5544 517.0| 541.2( 540.1| 533.0) 547.2| 568.2
Government purchases of goods Government purchases of goods
and Services..........rvveriennnend] | 818.6| 869.7| 867.2( 878.5| 886.3| 896.2| 917.1| 926.1 and SeIrvICes .........ccovvrerevenvearianns 726.9| 754.5| T51.6) 757.2| 771.8| 759.6| 766.7] 769.1
Federat 2| 368.4( 371.2| 3686 3669 379.6| 378.8 eral . 330.6| 3326| 844.6| 327.3| 3326 3333
National defense . 8| 278.2| 287.6| 279.0| 287.5| 204.5| 2957 National defense X 250.1| 259.8| 252.7| 257.4| 2635 2653
Nondefe . 90.2| 836| 896 794| 851 830 Nondef 8751 81.8| 804| 728| 919| 699 691 679
State and local .........ccovrmrerniinns 503.5| 498.8( 507.3| 517.7| 529.3| 537.6| 547.3 State and local .....c...ccoerecerrrennnae 402.7| 4221) 421.0| 4246| 427.1| 4323 4341 4358

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

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

table 8.1. table 8.1.
Table 1.4.—Gross National Product by Major Type of Product in
Table 1.3.—Gross National Product by Major Type of Product Constant Dollars
[Billions of dollars] [Billions of 1982 dollars]
Seasonally adjusted at annual rates S lly adjusted at | rates
1985 | 1986 1986 1987 1985 | 1986 1986 1987
i m v I hid il n 11 v I I jiiks
Gross national product...... 4,010.3 14,235.0 | 4,211.6 | 4,265.9 | 4,288.1 | 4,377.7 | 4,445.1 | 4,520.5 Gross national product...... 3,607.5 | 3,713.3 [ 3,704.7 | 3,718.0 | 3,731.5 | 3,772.2 | 3,795.3 | 3,833.4
Final 8ales ..........ccovuuruvrrureensnirnn 4,000.314,219.3 | 4,184.0 | 4,262.4 | 4,294.6 | 4,326.0 | 4,404.8 [ 4,497.9 Final sales.......coccouimienerironnecens 3,600.1|3,699.53,676.7|3,711.93,745.8 [3,724.5 | 3,756.3 | 3,809.3
Change in business Change in business
inventories.........coureierinninrinen | 100 15.7 21.5 35 —64 51.6 40.3 22.5 inventories...........coccoerieeninnennnns T4 13.8 28.1 61} —144 47.6 39.0 24.1
Goods 1,637.9{1,693.8 | 1,689.9 (1,703.5 | 1,698.9 | 1,738.7 | 1,763.5 | 1,794.9 Goods 1,548.6 | 1,595.0 | 1,594.4 | 1,593.7 | 1,602.6 (1,626.0 | 1,638.2 ; 1,663.7
Final sales........cocveervrerivennns 1,627.911,678.0 | 1,662.4 [1,700.0 | 1,705.3 | 1,687.11,728.211,772.4 Final sales......oocccoorovorireccccunnns 1,541.21,581.3 1,666.4 | 1,587.5|1,616.9 [1,578.4 {1,599.2 [ 1,639.7
Change in business Change in business
inventories.......omeeececinne 100 15.7 215 35| —64 51.6 403 22,5 inventories......cierenennnnnes 74 13.8 28.1 61| —14.4 476 39.0 24.1
Durable goods.. | 704.3| 726.8| 717.0( 7358 737.3| T47.0| 756.7( 780.6 Durable goods.. 688.0| 716.9| T05.9| 724.8f 7312| 739.2| 753.2| 7819
li‘l“izalesiles.«. 696.9| 721.9| 707.0| 747.9) 741.8| 711.9| 734.6| 783.7 Final sales ..., 681.6] 7126| 696.9] 7359 7355 T07.8| 733.4| 7839
Change in business Change in busi
inventories..... 73 48| 101) —121| -45| 352] 221} -3.0 inventories.... 6.4 4.3 90| —11.1 —43| 314 199| -20
durable goods 933.6| 967.0| 972.9| 967.81 961.6( 991.7(1,006.8]|1,014.3 Nondurable goods 860.6| 878.1| 888.5| 868.8| 871.4| 886.8| 885.0| 8818
N(;‘l‘;n:f:alisg 931.0| 956.1| 955.4| 95211 963.5| 9752| 988.6| 988.7 Final sales 859.7| 868.6| 869.5| 851.6| 881.4( 8706 865.9| 855.8
Change in Change in business
inventories 27| 109| 175 156 -19| 165 182 256 INVeNtOTIes...c....vvivvnsrrirrseonnnns 9 95| 191 172| —100| 162 191} 261
Services 2,116.2 | 2,097.9 | 2,136.6 | 2,160.0 | 2,212.0 | 2,252.2 | 2,289.7 ServiCes ...c.ocuievcerrerrrnrrenessnesenennsd 1,679.5(1,730.8 | 1,724.2 [ 1,738.7 | 1,741.3 | 1,764.0 (1,777.4 | 1,787.9
SIrUCULeS ......oovivrerncrverrrenssierannennes 408.1| 425.1| 423.8| 425.7| 429.3| 426.9| 4294| 4358 Structures ...........inireens caries 379.4| 387.4| 386.0| 385.6| 387.5| 3821| 379.7| 3818

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

table 8.1.

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

table 8.1.



SURVEY OF CURRENT BUSINESS

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

November 1987

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

[Billions of dollars] [Billions of 1982 dollars]
g Ny adjusted at } rates a Ity adjusted at 1 rates
1985 | 1986 1986 1987 1985 | 1986 1986 1987
14 m v I 11 - n m v 1 n mr

Gross national product.. .| 4,010.3 | 4,235.0 | 4,211.6 1 4,265.9 | 4,288.1 | 4,377.7 | 4,445.1 [ 4,520.5 Gross national product 3,607.5 3,713.3 | 3,704.7 | 3,718.0 | 3,731.5 | 3,772.2 | 3,795.3  3,833.4
Less: Exports of goods and Less: Exports of goods and

servi 369.9( 376.2| 371.3| 376.6| 383.3| 397.3| 416.5| 4346 servi 3658 877.4| 870.2| 379.6| 3883 397.8( 414.5| 4333
Plus: Imports of goods and Plus: Imports of goods and

servi 449.2| 481.7| 4721| 487.1| 500.2| 509.5| 534.8| 554.4 servi . 473.6| 5232 517.0| 541.2| 540.1| 533.0| 547.2| 5682
Equals: Gross domestic Equals: Gross domestic

purchases !.........iiiiinnrnens 4,089.5 [4,340.5 | 4,312.4 [4,376.4 {4,405.1 | 4,489.8 |4,563.4 | 4,640.2 purchases L............ecnrcreennnd 3,715.73,859.1 | 3,851.5  3,879.6 ( 3,883.3 1 3,907.4 | 3,927.9 | 3,968.3
Less: Change in business Less: Change in business

inve i 100| 157| 275 35| —64| 516 403| 225 inventories. . 74| 138| 281 6.1 —144| 476 39.0| 241
Equals: Final sales to domestic Equals: Final sales to domestic

purchasers 2..............c.cooeevveninnne 4,079.5 (4,324.8 (4,284.9 | 4,372.9 | 4,411.5 | 4,438.2 | 4,523.2 | 4,617.7 purchasers 2..........ceninrvnnec] 3,708.3 | 3,845.3 | 3,823.4 | 3,873.5 | 3,897.6 | 3,859.7 | 3,888.9 | 3,944.2

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 1.7.—Gross National Product by Sector

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 Product,
National Income, and Personal Income

[Billions of dollars]
[Billions of dollars]
S lly adj d at 1 rates
1985 | 1986 1986 1987 Gross pr 4,010.3 [4,235.0 | 4,211.6 | 4,265.9 | 4,288.1 |4,377.7 | 4,445.1 | 4,520.5
Less: Capital consumption
I ji1g v 1 jul 1 allowances with capital
C,“madjustmeng ............ 437.6| 456.7| 454.1| 458.9| 4659| 469.7| 476.6| 483.0
Gross national product .....| 4,010.34,235.0|4,211.6 |4,265.9 | 4,288.1 |4,377.7 | 4,445.1 |4,520.5 o
q dio DEo At capital consumption
Gross pr 3,970.5 | 4,201.3 | 4,179.4 (4,230.4 | 4,260.6 | 4,346.9 | 4,417.3 | 4,492.0 ad?ustment ..................... 4629 477.7| 474.8| 4781 484.3| 496.6| 5028| 509.1
B 3,409.5(3,605.2 [3,587.9 | 3,630.7 [ 3,650.8 |3,725.2 | 8,785.0  3,849.9 Less: Capital
Nonfar 3,340.1 [3,533.8[3,509.9 |3,557.9 | 3.586.6 | 3,650.4 | 3,704.1 | 3,778.0 consumption
Nonfarm less housing -...... 3,3%2.11) 3,53.2 3,;23.5 3,§g(1;.g 3,%3.? 3’%%3'3 3,3%,2 3,332,2 adjustment | 253| 210| 208| 192! 184 268 262| 261
gfaT t. :d’ 7?% 723 77:91) 72? ’ﬁ’é 7(2;2 sg% ﬁ? Equals: Net national product......| 3,572.7 | 3,778.4 | 3,757.5 | 3,807.0 | 3,822.3 | 3,907.9 | 3,968.5 [ 4,037.4
istical discrepancy............ — 5. —4. . —6.1] —11. -2. -31} —11. Less: Indirect business tax and
Households and institutions....| 1422| 1522 151.2| 1534 1554| 1589| 1622{ 1659 nontax Liability........  333.2( 347.7| 340.7) 3528) 3519| 3583 365.2( 3718
N et reoaeon 1935 | 108| 1038] 1440| 1088 1003| 1599| 1589 payments 216 223| 222) 224) 226/ 28| 231/ 233
P - - g - - ) - : - Statistical discrepancy —56| —49 9| —61) —-116| —-22( -81f-111
Government 4188 4439| 4403| 4463| 4545| 4629 4700| 4762 .
1405| 1239] 14377| 144.0| 1447| 1488| 1502| 1506 P‘:ﬁ;ﬁ‘;‘fg}‘g‘,‘g‘;nﬁ‘;ﬁm
278.3| 299.9| 206.7| 3023 309.8| 314.1| 319.8| 3256 entarprices 1 63l s7l 204 7l 16l 193] a9 3
398 337\ 22| 355 215 307 218\ 285  puuaig National income..........|3,229.93,422.0|3,414.1 [3438.7 | 3,471.0 | 3,548.3 |3,593.3 | 3,654.2
Addendum: Less: Corporate profits with
Gross domestic business inventory valuation and
product less housing................ 3,085.818,249.8 cz:plt«':l cor:sumptwn ome| 2saa| 2823 286.4| 2811] 2940| 2068| 3137
tall;{oléni—Peroent changes from preceding period for selected items in this table are shown in g:;t::ﬁﬁ:sformm] """" 8153| 8261 5287 3275| 32L7| 3236) 33L1| 3380
e 8.1. O 352.7| 374.3| 371.9| 3749 381.0| 386.7| 390.9| 3965
Wage accruals less
Table 1.8.—Gross National Product by Sector in Constant Dollars disbursements ...........c.. -2 0 0 Y 0 0 0 2
- Plus: Government transfer
[Billions of 1982 dollars] O —— 468.2| 496.0| 4923| 501.2| 504.1| 5109 518.4| 522.3
Personal interest income...| 476.5| 497.6| 500.0| 498.1| 496.8| 499.8| 506.3| 516.6
Seasonally adjusted at annual rates Eergonal éiividt;nd income.| 763 81.2 81.0 82.1 829 84.5 86.3 887
B ransfer
1985 | 1986 1986 1987 223 222 224 22.6 22.8 23.1 23.3
I o v 1 PR Equals: Personal income.. 3,534.3 (3,526.6 | 3,553.6 | 3,593.6 | 3,662.0 | 3,708.6 | 3,756.7
Gross national product .....| 3,607.5 3,713.3 | 3,704.7|3,718.0 | 3,781.5 | 3,772.2 | 3,795.3 | 3,833.4
Gross domestic product 3,571.5|3,683.5 (3,676.3 | 3,686.9 3,707.3 | 3,745.6 | 3,771.4 | 3,809.1 Table 1.10.—Relation of Gross National Product, Net National Product,
B 3,095.1(3,197.9|3,191.5|3,200.2 | 3,2185 | 3,254.7 | 3,278.4| 3.313.6 and National Income in Constant Dollars
Nonfar 3,021.3(3,117.5 [3,106.7 | 3,120.2 | 3,142.5 | 3,171.4 | 3,196.2 | 3,238.1 -
Nonfarm less housing ........, 2,756.0 [2,841.9 | 2:832.1 | 2,843.4 | 2:863.7 | 2,890.7 | 2,918.5 {2,953.4 [Billions of 1982 dollars]
Housi 265.3| 275.5| 274.6( 276.8| 278.8| 280.7| 2827| 284.7
Farm ) 789| 847| 840| 853 863| 852 849| 851  Gross national product............. 3,607.5 3,713.3|3,704.7 |3,718.0| 3,731.5 | 3,772.2 | 3,795.3 | 3,833.4
Statistical discrepancy —51| —43 8| —b4| ~102| —19) —27| 95 L eumption
Households and institutions.....| 1211\ 1259| 1258| 1266| 127.2| 1289| 130.0| 1318 allowances with cagital
II:Invate ‘ptopsethg ds 113’3 112'3 112'3 119.1 119.2 119.2 95| 96 tion adjustment 426.3| 442.0| 430.6| 4442| 449.1| 453.2| 456.6| 460.4
onprofit Institutions. - - - 75| 1180|1195 1206 1222 p 1 Net national product.....|3,181.2|3,271.2 |3,265.2 | 3,273.8 |3,282.4 | 3,318.9 | 3,398.7 | 8,373
9| 237.1| 236.6| 237.7| 2386 239.3| 240.2| 2408 nontax liability plus business
transfer payments less
298| 284| 311| 242| 266| 239| 243 subsidies plus current surplus
Addendum: of government enterprises......... 300.4| 314.2| 312.0| 319.0| 3187| 316.2| 319.9| 3229
Gross domestic business Statistical discrepancy ........ —51| -43 8| =54 =102 -19| -27( -95
product less housing.... 2,820.6 (2,913.1 Equals: National i 2,885.9 | 2,961.4 | 2,952.4 | 2,960.1 | 2,973.9 [ 3,004.6 | 3,021.5 | 3,059.6

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

table 8.1.
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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

Table 1.11 is on the next page.

Table 1.14.—National Income by Type of Income s lly adjusted at 1 rates
[Billions of dollars} 1985 | 1986 1986 1987
Seasonally adjusted at annual rates i T m | v I ‘ 1 I jlits
1985 | 1986 1986 1987 Billions of dollars
il 11 v 1 1§ jiitg
Gross domestic product
National income ...........coc... 3,229.9 |3,422.0 8,414.1 |3,438.7 [3,471.0 | 3,548.3 | 3,593.3 | 3,654.2 of corporate business......} 2,422.712,539.1 | 2,520.8 | 2,552.7 | 2,572.0 | 2,613.7 | 2,646.8 | 2,699.5
Compensation of empl 2,370.8|2,504.9|2,487.6 |2,515.1 |2,552.0|2,589.9 |2,623.4 | 2,663.8  Capital consumption allowances
with capital consumption
Wages and salaries......c.ou. 1,974.7(2,089.1|2,074.6 |2,097.9 [ 2,128.5 | 2,163.3 | 2,191.4 | 2,226 .8 djustment 269.1| 282.8| 2809 284.3| 289.3( 291.8( 2945] 2978
G‘;,‘i,’;‘,‘},‘,?,“eﬁ,f’;f,temﬁm ) 3121] s008) so16| 3977] 4038| 4122) 4181| 4242  Net domestic product..........c.... 2,153.6|2,256.2|2,240.0 | 2,268.4 | 2,282.7 | 2,321.9|2,352.3 | 2,401.7
Other 1,602.6 |1,694.3 1,683.0[1,700.2 | 1,724.7 [1,751.1 | 1,773.3 | 1,802.6 Indirect business tax and
ST TR T T AR e T nontax liability plus
Supplements to wages and business transfer payments
SALATIES o.vvveseeecvsemssrerensessssssssens 396.1( 4158| 413.0| 417.2| 423.5| 426.6| 4320 4370 less subsidies .| 2320] 2422 2353| 2466| 244.8| 248.0| 2539] 259.3
Employer contributions for Domestic income.... .6(2,014.112,004.6 [2,021.812,037.912,073.9|2,098.4 | 2,142.5
social insurance.. .| 2088] 2147 218.1| 2149( 219.1] 2200] 2225| 2259 Compensation of empl 1,605.6 [1,689.111,678.9 [1,695.4 |1,715.3|1,741.1 [ 1,760.7 [ 1,787.1
Other labor income. 192.3| 201.1| 199.8] 202.3] 204.4| 2067 209.5( 211.1 Wages and salaries ,343.3(1,414.4 (1,405.7 | 1,419.6 [ 1,487.1 {1,463.1 | 1,480.2 | 1,503.1
N . . Supplements to wages
Pﬂ:‘;‘;‘:ﬁ.’.‘; income with and salaries...... 262.3| 2747| 2132| 2159| 2782 218.1| 280.6| 2839
capital consumption C"{,}’v"e’:‘tf,‘y"f,’gtjamf: and
P Y RN 257.3] 289.8( 208.1| 2925 297.8| 3209| 323.1| 3214 capital consumption
adjustments 247.1| 2532| 253.6| 254.3| 2514| 261.3| 263.8| 2800
RO istons Tnare with BT §12) 481\ 363) 66| 513 413) 3 Profits before fax 1943| 2007| 1957| 2042| 2182 2244 2357| 2485
Profits afer o ore| ‘96| 'S5s| 'S61| 1ois| ‘4| 1o1s| fovs
rofits after tax B X . 3 . . . g
383 454| 563| 443 445] 590| 550 469 fits afte cool el Tiel o8l ael w2l sas| e
86| —81] —82i —80| —79| —771 —17| -7 I Undistr;.ll)uted profits..| 28.6 241 19.1 21.2 32.3 16.2 175 209
. : i ) ) nventory valuation
2276 2526| 250.1| 2562 261.2| 269.7| 275.8| 282.1 AdJUSEINENE covrevecrrreererenre —7| 65| 113] 60| —89| ~11.3| —20.0| —16.1
Proprietors’ income 196.0( 217.7| 217.4| 220.2{ 2239 2324| 2365 240.7 Capital consumption
Inventory valuation adjustment...........coeecreennune 53.5] 46.0| 467 44.0| 421| 482| 480( 477
o dj 14 t —2| -2| -16 a 4| —-18| -15] ~10 Net inter 689 78| 1722 720| 71L1| 715] 39| 754
pital consumption N
AAJUSENEDE ..rcrrrcrrcrere e 31.8| 851| 342| 353| 369 39.1| 409| 425 Gross domestic g:::;;ctte
Rental i;lcome of persons with busi 139.9| 163.0] 162.2| 165.0| 167.3| 178.9| 181.4| 183.6
capital consumption .
P — 90| 167| 174| 172| 184| 200 189 173 Gross domestic product
&ntallincome of persons........... 54.0 62.2 62.8 62.8 64.6 66.2 67.2 66.9 corporate business........... 2,282.812,376.1 | 2,358.6 | 2,387.7 [ 2,404.7 [ 2,434.8 | 2,465.4 | 2,515.9
pital consumption . .
djustment —450| —45.5| —45.4| —45.6| —46.2| ~463| —483| —496  Capital consumption allowances
with capital consumption
Corporate profits with AAUSEINENLE vrvecevrrecrsrecrrassresserrnes 252.8| 264.4| 2629 2656| 269.6| 271.8| 2743| 2772
Inventory valuation and , Net domestic Product........-. 2,030.1|2,111.7|2,095.8 | 2,122.1 | 2,135.1 | 2,163.0 | 2,191.2 | 2,2387
capital consumption Indirect business tax and
217.6| 2844 282.3| 286.4| 2811| 294.0] 296.8( 3137 omtex liability phu
Corporate profits with business transfer payments
inventory valuation less subsidies...........oecvesrreirrns 218.2| 22641 2200 230.5| 2285| 2314 237.0| 2421
djustment 2241| 2384{ 2356 2424| 239.0| 2457) 2488| 2660 on stic inco - 1,811.811,885.3(1,875.8|1,891.6 | 1,906.6 [ 1,931.6 | 1,954.2 | 1,996.7
Profits before tax 2248| 2319| 2244| 2363| 219| 20701 2687) 2821 Woes and salaren oo L2487 | L306.4 | 15586 | 13080 | La2ss | 1aé2s | Lasr1 L4776
Profits tax liability 967| 1050 1021 106.1] 1139| 128.0| 134.2] 1406 Supplements to wages | [ bl It It Inatal It Inattl
Profits after tax.. 1281 1268 122.3| 130.2| 134.0) 129.0( 1345| 1415 ; 2439| 25
oits after 23] 1225| 1223| 130z) 1220y 1290) 130) 153 Cop 200 salaries 43. 42| 2529| 255.1| 257.3| 256.0| 258.0| 2610
Undistributed profits. 468) 400| 357| 425| 454| 87| 421| 463 i{,‘:,‘;%}:.f,;"f,’a’lfaz;,n and
Inventory valuation capital consumption
oY V& _ g9l _ _ _ adjustments 227.7| 2258 225.0| 227.7| 224.6] 2334| 2359| 2528
) 65 1131 60) —89] -113) —200] 161 Profits before tax 1759 1746| 1687| 179.0| 1921| 1969| 2079| 2211
Capital consumption Profits tax liability 69.9] 783 749 798| 87.2] 998| 1053 1119
djustment 535 46.0| 46.7| 44.0| 421 482| 480| 477 Prgﬁ@daftg tax.. 1918'8 22’? 23‘2 993| 1049 97.1] 1026 103.2
Net iNErest.....crrrrrrersnresrsen 3153] 3261| 8287| 327.5| 321.7| 323.6| 3311 3380 . Ug:;i;;‘:gutfg orofite | 851 22| 173 Ta8| Tog) 824) 863 892
. nventory valuation
A"(‘;:“"“'w _— P ——— 7| 5| 13| 60| —s9| —113| —200| 161
rporate profits T tax pital consumption
Tad capial consamption Net ionemront STE| 55| 9a0| 5| ooa| sag| 1063 1003
and capital consumption et interest . . X . 4 . 103 105.3
djustment: 180.9| 179.4| 180.2| 180.3| 167.1| 165.9| 1626| 173.0
Net cash flow with Billions of 1982 dollars
inventory valuation and
capital consumption Gross domestic product
djustment 368.7| 3754 874.5| 376.9| 367.9| 367.3| 364.6| 3756 Ay
Undistributed profits with of nonfinancial
Sventory valuation and corporate business........... 2,127.1|2,182.2 | 2,171.9 | 2,180.8 | 2,199.3 | 2,207.6 | 2,219.9 | 2,249.8
capital consumption Capital consumption allowances
adjustments............c....c.o..| 99.6| 926]| 936 926| 185 T56{ 701 7.9 with capital consumption
Capital consumption _ djustment B 249.6] 25981 2584 2610 2639 2662 267.9( 270.0
g:::xm with capital Ne['l;l g;mc product:;.;......& .......... 1,877.5)1,922.4|1,918.6{1,919.8 [ 1,935.3 | 1,941.4 | 1,952.0 | 1,979.8
n USINess an
adjustment......c.c.e.coccrrre 269.1| 282.8] 280.9| 284.3( 289.3| 291.8| 294.5| 2978 nontax liability plis
Less: Inventory valuation business transfer payments
adjustment ~7i 65 113| 60| —89| —113| —20.0| —161 less subsidies... .| 1915] 2003| 1986| 204.0| 208.4| 2005| 2025| 2051
Equals: Net cash flow ............ 369.4| 3689| 863.3| 370.9( 376.7| 878.7| 884.6| 3917 Domestic income .11,686.0 (1,722.11,714.91,715.8 {1,731.91,740.9 [1,749.5 | 1,774.6
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Table 1.11.—Command-Basis Gross National Product in Constant
Dollars

[Billions of 1982 dollars]

Seasonally adjusted at annual rates

1985 | 1986 1986 1987

I m v I T I

Gross national product................ 3,607.53,713.3 | 3,704.7 | 3,718.0 | 3,731.5 | 3,772.2 | 3,795.3 | 3,833.4
Less: Net exports of goods and

servi —108.2 |—145.8 |—146.8 |—161.6 |—151.8 [—135.2 |—132.7 |- 134.9

Exports..... 365.3| 377.4| 370.2| 379.6| 388.3| 397.8( 4145( 4333

Imports.... 473.6| 523.2| 517.0| 541.2( 540.1| 533.0| 547.2| 568.2

Equals: Gross domestic
PUrchases ...........ceenvivniienrenns 3,715.713,859.1 | 3,851.5 | 3,879.6 | 3,883.3 | 3,907.4 | 3,927.9 | 3,968.3

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

—83.5(—114.6|—110.4{—122.8 | —126.3 (—117.4—-121.1 |-122.8

390.0| 408.6| 406.6| 418.4[ 4139 4156 426.1| 4454
473.6| 5232} 517.0| 541.2( 540.1| 533.0| 547.2| 568.2

Equals: Command-basis gross
national product........................ 3,632.1 |3,744.4 | 3,741.1 |3,756.8 | 3,757.0 | 3,790.0 ( 3,806.8 | 3,845.5
Addendum:
Terms of trade 2....

106.9| 1083| 109.9| 1102} 106.6| 104.5| 102.9| 1028

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

2. Ratio of the implicit price 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.

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

Table 1.19.—Truck Output
[Billions of dollars]

Seasonally adjusted at annual rates
1985 | 1986 1986 1987
i I v I I mrr

Truck output !

Final sales .
Personal c:

56.2| 584 59.7| 589 583| 614 613 632
56.1 5831 ©583| 644| 58.0| 557] 615; 66.0

expenditures... 2391 276F 269| 333| 269( 27.0| 299 319
Producers’ durable equipi .| 83.0| 324 3830 341| 314| 321| 349| 361
Net exports of goods and

67| -74| -13] —87 -39| 80| 18| 66
94| 103] 105| 114 91| 1re| 110| 99

5.9 5.7 5.1 5.7 5.1 4.6 45 45
Change in business inventories... Rl 1 1.3| -55 3 5.7 -1 —-28

1. Includes new trucks only.

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

November 1987

Table 1.17.—Auto Output
[Billions of dollars]

S My adjusted at ] rates
1985 | 1986 1986 1987
u I v 1 It urr

Auto output.. 119.4| 118.9| 118.1| 124.6| 114.9| 109.7| 107.1

Final sales 1185 110.7] 131.6| 121.0| 95.6| 104.8| 1234
Personal consumption

expenditures. 1353 | 126.2| 151.3| 141.3| 117.5| 1251 14562

New autos .1 869 1015 93.0| 118.2] 1053 83.8| 89.3| 107.1
Net purchases of used autos..| 34.5 33.8 33.2 33.1 36.0 33.7 35.8 38.1

Producers’ durable equipment.| 179| 20.7 20.1 225 21.0 15.8 17.6 199
New autos.....ccovoreerrrinriens] 440 458 46.1| 49.0| 455| 406| 445( 50
Net purchases of used autos.. X

Net exports of goods and
services..
Exports..
Imports

Government purchases of
goods and services....

Change in business inventories

of new and used autos............... 4.7 9 82| —13.6 3.6 19.3 49| —16.3

New. 4.1 K 69| ~16.5 6.0 200 44] -185

Used 6 2 14 30| -24 -7 5 2.3
Addenda:

Domestic output of new

autos ! ... A 960 982 983 967| 10L1| 993 934 851

Sales of im .| 451| ©558| 515| 600 623| 46.7| 500| 594

1. Consists of final sales and change in busi inve ies 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 Output in Constant Dollars
[Billions of 1982 dollars]

Seasonally adjusted at annual rates

1985 | 1986 1986 1987
1 il v I I8 iy
Auto output..........ouinnaen 105.6 | 1064 | 106.7| 103.1| 109.6| 102.3 97.0 93.5
Final sales ... 101.8| 107.3| 100.9| 1184| 1078 85.9 934 108.1
Personal consumption
expenditures 1088 119.1] 111.8] 182.7| 122.6| 101.7| 106.2| 121.9
New AUL0S.....cuvcmmscerivosecisensnncies 79.8 893 41 1034 906

Net purchases of used autos..| 29.0 298 293)7 294 320; 297 299 312
Producers’ durable equipment.| 19.2 185 184 19.5 173 13.0 15.2 17.2
New autos.....coocomvvrrernsiennninnes 404| 403 409 429( 391 349| 380 423
Net purchases of used autos..
Net exports of goods and
services..

Change in business inventories

Seasonally adjusted at annual rates
1985 | 1986 1986 1987
)i} I v I i | jiidg

Truck output !

Final sales
Personal consumption

50.8| 505| 518 50.7| 49.6| 524| 524 53.6
50.4 50.6 554 494 47.6 52.5 55.9

expenditures.........coceervveervrenens 21.6 238 234 28.5 23.0 23.0 25.5 212
Producers’ durable equipment..f 29.8 28.0 287 294 26.7 27.5 29.9 30.5
Net exports of goods and

i —6.0] —-64| —64| —74| -51f -68[ —66| —56

2.5 2.6 2.8 2.3 27 2.6 27 2.8

85 89 9.1 9.8 7.7 94 9.4 84

53 49 49 49 48 39 3.8 38

Change in business inventories... a1 1 11§ —49 2 4.8 -1 —-23

1. Includes new trucks only.

of new and used autos............... | 3.8 -9 59| —154 1.8 16.3 36| —14.6

ew. 33| —-11 46| ~-18.0 40 17.0 82| —165

Used 5 2 1.2 27] -21 -1 b 19
Addenda:

AULOS 1 ... 87.7| 853| 863| B8L7| 863| 858] 79.7| 1714
Sales of imported new autos 2..| 41.4| 49.1 457 525 53.7 40.1 427 50.3

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

Table 2.2.—Personal Consumption Expenditures by Major Type of

[Billions of dollars] Product
q lly adjusted at 1 rates [Billions of dollars}
1985 | 1986 1986 1987 Seasonally adjusted at 1 rates
o | m| v I o | ur 1985 | 1986 1986 1987
T w | 1 o | mr
P I i 3,327.0|3,534.3 | 3,526.6 | 3,553.6 { 3,593.6 | 3,662.0 | 3,708.6 | 3,756.7 ! m
Wage and salary Personal consumption
disbur t 1,974.912,089.112,074.6|2,097.9 (2,128.5 | 2,163.3 | 2,191.4 | 2,226.6 expenditures 2,629.42,799.8 (2,765.8 [ 2,837.1 | 2,858.6 | 2,893.8 | 2,943.7 | 3,006.7
Commodity-producing d
industriss........ 6092| 6233| 6212 6228 6284| 6329| 6350 €415 Durable goods 368.7| 4024 3864 | 427.6| 419.8| 3961 409.0| 4348
Manufacturing 46091 470.5] 468.7( 470.0| 4745 477.2| 479.0| 4849 Motor vehicles and parts ........... 177.6| 1949| 1842 217.0| 201.2| 177.6f 189.6| 2124
Distributive industrie: 473.0( 497.1| 493.7| 498.6| 504.7| 511.5| 5189 5266 Furniture and household
Service industries 520.4| 573.9| 568.1) 5788| 591.6| 606.7| 619.3| 634.3 guip t 1287 139.9] 138.3| 1429 143.8| 146.0) 1460 1484
Government and X Other 624 676| 640 678 748 725] 135 740
government enterprises ....| 3123\ 3948\ S9L6) SYIT| 4038|4122} AIS1| 4242y g0 e goods 013.1| 939.4| 9343 9400 946.3| 960.9| 9821| 9872
Other labor income 201.1| 199.8( 202.3( 204.4| 206.7| 209.5| 211.1 Food a128| a978| 4947| 4996 s075| s148| 5150| B147
Proprietors’ income with Clothing and shoes 15721 167.5| 167.2| 169.8| 169.6| 174.0; 1758 178.8
inventory valuation and Gasoline and oil 926] 753! 7T4.4| 706 684 1758 80.6] 824
capital consumption Other nondurable goods 190.5| 198.8) 198.0( 200.0| 200.8| 2053 210.7] 211.3
adjustments.. 289.8] 298.1) 2925 297.8) 3209 323.1| 3214 Fuel oil and coal 176 16.3 16.0 15.2 115‘% 15.§ 194.‘ls ul)gg
Farm.. 207| 372| 481| 363| 66| 513 473| 393 Other 1730 1828) 1821) 1845 1857 189. ’ -
Nonfar 227.6( 2526| 250.1| 256.2| 261.2] 269.7| 275.8| 2821 Services 1,347.5 | 1,458.0 1 1,445.1 | 1,469.5 | 1,492.4 | 1,527.7 | 1,552.6 | 1,584.7
Rental income of persons Housing 4024 4369 433.4| 4409 449.0| 456.3| 464.1| 473.0
with capital consumption Household operation 1747 1786 177.8( 181.5| 179.8] 176.6| 179.6| 1849
djust, t 9.0 16.7 174 17.2 184 20.0 18.9 17.3 Electricity and gas.................. 88.9 87.6 87.0 89.6 875 84.8 85.8 88.6
Personal dividend income... 76.3| 812 810| 821 829 845| 863 887 Other 858 910 908| 919| 923| 918 938 963
Personal interest income 497.6| 500.0( 498.1( 496.8| 499.8| 506.3| 516.6 Transportation 886[ 951 9391 955 976 1021| 103.7| 1055
Transfer payments 518.3| 514.5| 523.6( 526.6| 533.7| 541.5| 545.7 Medical care 291.5| 319.8| 3158{ 323.1| 3830.1| 338.5| 346.8| 354.8
. Other 890.4| 427.7| 424.1| 428.5| 4358| 454.3] 458.5| 466.5
Old-age, survivors,
disability, and health
insurance benefits............... 2534 269.2] 266.4| 2724 273.5| 278.0| 2823 2844 A . .
Government unemployment Table 2.3.—Personal Consumption Expenditures by Major Type of
insurance benefits.. . 157 164 16.3 171 16.6 15.6 14.9 14.5 .
theram benefits 167, 168 169 167| 164 166 167 166 Product in Constant Dollars
vernment employees .
retirement benefits..... 67.4| 7L0| 706 7L5| 724| 739| 760| 773 [Billions of 1982 dollars]
Other transfer payments.. 136.5| 145.0| 144.3| 146.0| 147.7| 149.6| 151.5| 1529
Aid to families with Q lly adjusted at 1 rates
dependent children 15.4 16.2 16.2 16.4 16.4 16.5 16.7 16.7 y
Other 1211| 1287 1280| 129.6( 1313| 1381| 1347 1362 1985 | 1986 1986 1987
Less: Personal contributions
for social insuranee............. 148.9| 159.6( 158.8| 160.1| 161.8| 166.7| 1684 170.7 I m | v 1 1L ar
Less: Personal tax and nontax .
payments.. 4859 512.2| 504.2| 515.3| 532.0) 536.1) 578.0) 565.6 Personal consumption
. expenditures..................... 2,352.6 12,450.5 | 2,434.3 | 2,477.512,480.5 | 2,475.9 | 2,487.5 | 2,517.2
Equals: Disposable personal
i 2,841.13,022.1|3,022.4 | 3,038.2 | 3,061.6 {3,125.9 3,130.6 | 3,191.1 Durable goods............cccovmerrererrennend 352.7( 383.5| 369.6F 4055 399.0| 375.9| 3854 4054
Less: Personal outlays.................| 2,714.1|2,801.5 | 2,856.4 | 2,929.4 | 2,952.6 | 2,987.5 | 3,037.4 | 3,102.1 Motor vehicles and parts........... 163.6( 175.7| 167.0| 1943} 179.1| 1581| 1664 1843
A Furniture and household
Personal consumption i t 130.2( 144.7| 142.5! 1483 150.7| 151.5| 152.5| 1547
I ::pertldltgé-eg‘ 2,799.8 (2,765.8 | 2,837.1 | 2,858.6 | 2,893.8 | 2,943.7 | 3,006.7 58.9 63.1 60.1 63.0 69.3 66.4 66.5 66.4
nteres
oo Y 82.7 89.9 89.0 90.7 92,1 92.1 92.6 93.9 Nondurable goods. 849.5| 877.2| 880.0| 879.8| 880.3| 883.2] 879.0| 876.3
Personal transfer payments to Food 4365 4449| 4473| 4422 4440| 4475 4416| 4317
foreigners (net) .. 2.0 17 1.6 1.6 1.9 1.7 1.2 14 (qlotl'&ng ang S1i088 o g %ggg 1833 %g‘l) g %gg g lgg g %(5);§ lgég
Equals: Personal savi 130.6| 166.0| 108.9| 109.0| 1384 93.2 89.0 and o] g g 5 8 g - 100.
v ona saving Other nondurable goods 1741| 1741| 1757| 1754( 1755 1781| 1762
Addenda: Fuel oil and coal . 21.2 225 223 210 214 20.4
Disposable personal income: 1529| 1532 153.1( 154.5| 156.6| 155.8
To(}ﬁlliabﬂ ions of 1982 2542.2|26451 | 2.6602| 26582 2.656.7 | 2.6746 | 2.645.5 | 2.671:6 1,184.7|1,192.2 | 1,201.1 | 1,216.9 (1,223.1 | 1,235.4
Per capita: DU DO N B A e e e 349.0( 8511 8531 3553| 357.7( 360.1
Current dollars 11,872 12,508 | 12,525{ 12,560 | 12,626 | 12,865 | 12,858 | 13,073 150.1| 1529 152.8( 150.0( 1514} 1563
1982 dollars 10,622 '10,947 ) 11,024 | 10,968 ) 10,956 | 11,008 | 10,865 | 10,945 75.7 7841 782f 758 1761 78.5
g wel g Wy ) e
milli 239.3| 241.6| 241.3| 241.9| 2425| 243.0| 243.5( 244.1 - . 5 g - -
ons). 250.4| 2524| 2563| 2587| 2620| 2653
Personal saving as 8515 350.7 353.6| 866.0| 364.5] 367.1
percentage of disposable
personal income ..................... 4.5 43 5.5 3.6 3.6 44 3.0 2.8
Nore.—Percent ch from pr g 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

November 1987

Table 3.3.—State and Local Government Receipts and Expenditures

[Billions of dollars] [Billions of dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1985 | 1986 1986 1987 1985 | 1986 1986 1987
n|m| 1 n | wr i} m | w I n | mr
Receipt: 788.6| 8274/ 816.9| 8324| 8525| 879.3| 9229| 9210 Receipt: 579.6| 618.8| 6115| 626.2| 629.1| 6321| 651.3] 657.0
Personal tax and nontax Personal tax and nontax
Teceipts ! 346.6| 263.0| 357.6| 3652 376.4| 3815| 4156] 4042 receipt 139.3| 149.3| 146.6| 150.1| 155.6| 1546/ 162.3| 161.4
B o Tama 839.3| $55:2| 3496| 3BTO| 3688 STRE| 4068 8953 I taxes 19| 763| 7143| 765| 05| 7i9| s41| 816
NOREAKES oo ki K 6 6 9 K] 9 12 Nontaxes. 55.6| 60.3| 59.8| 609 621| 634 647 66.0
' ’ ’ : ’ : ) ' L 17| 126] 125| 127| 130| 133 136 138
o acrat Bosarve panie oo} 108| Ta| Ud| 3| 13| 88| 'Wi| W1 Corporate profitstax acoruals.... 208| 218| 207| 218| 34| 20| 24 219
Other 583| 659| 634 670| 733| 863| 908 957  [direct business tax and
Indirect business tax and NONEAK ACCIUAIS ..ororrreerrrcrrrsrens 2779| 206.8! 200.8| 300.6| 300.7| 3050( 311.0| 3180
SL1} 533) 542| 539 1398| 1376| 1426 1438| 1453| 1489| 15238
8L31 3211 324\ 325 1146| 1137( 1156| 1175] 119.4| 121.5( 1236
1§g 12-3 12{ 12-; 424| 395| 424| 304| 403| 406| 415
35| 3415| s452| 3502 1| 445| 438] a42) 465| 452| 457 463
LodL2 | 1.049.8 1062:1 ) 058:2 Federal grants-in-ai 99.7| 1069 109.6] 109.5{ 102.8] 1022| 1060| 1035
'368 o| 3669| s196| 3788 Expendit 5165| 561.9| 556.4| 566.7| 5785| 59L1| 600.7| 611.3
219.0| 287.5| 2045| 2957  Purchases of goods and services..| 464.7| 503.5| 4988 507.3| 517.7| 520.3| 537.6[ 547.3
896| T4 81) 80 . 296.7| 302.3| 309.8| 314.1| 319.8| 3256
405.7| 406.7| 4120 4169 : y 20211 2051( 207.9| 2151| 217.8] 2217
3%2 311)8‘2 4(1)(1)2 4?3; Transfer payments to persons...... 101.5] 110.1] 109.1| 111.2{ 113.0| 1149 1169 1187
Grants-in-aid to State and local Net interest paid . —3815} -31.6| —81.9| —3822| —32.7| —-33.1
gover t 99.7| 106.9| 109.6| 109.5| 1028| 1022| 106.0| 1085 Interest paid . sl 7| s00| s14] s29] 547
Net interest paid .. 130.2( 185.7| 1359 134.2| 137.8( 139.5( 139.8| 1432 Less: Interest
Interest pangln - iggg %ggg %ggg %gzg %gZi %ggf %gg}; }gég government . 729| 795| 788 803| 81L9| 837| 866| 878
To persons and business. A . . 2 X 3 X . . Tivi <
To foreigners 218| 226| 222| 228| 229] 281| 245| 254 Lo Dividendsreceived by sol 56l sl ssl 57l 59l 62l 65
Less: Interest received by Subsidies less current surplus of
government ... -4 218 221f 223| 238 196 187 188 177 governmont enterprises ... _142| —146| —145| —146| —147| —150] —149| —15.0
Subsidies less current surplus of Quihaidi 7 8 8 8 9 9 9 1.0
government enterprises......... 205| 233| 349| 153| 263| 843 248 158 Tess: Carrent surpios of
P 222 255| 376| 210\ 245 387 27.5| 204 government enterprises 149| 154] 153| 154| 155| 159 158| 160
go.vernment enterprises......... 17 2.2 2.8 58] -18 4.3 4.6 Lesgs: Wage acc;‘uals less 0 0 0 0 0 0 0 0
Less: Wage accruals less disbur s
disbur t: -2 0 0 0 0 0 0 0 Surplus o{ deficit (—)ti
. national income an
S“;gt‘;':ng{ i‘:‘ec‘:';:lte‘;n)‘i product accounts 63.1| 568| 551| 59.6| 506| 41.0| 506| 457
product accounts. —196.0 (—204.7 |—230.2 |—203.7 | —188.7 |~ 170.5(—139.2|—137.2  Social insurance funds... 1) 494 438 491/ 513 53,2 51.0 5‘25.1
Social insurance funds.... 94| 154| 161 130| 167| 201| 193] 228  Ofher 160 74 64] 105y 7| 91 -4 -6
Other —205.4 |~220.0 |—246.3 |—216.7 [~ 205.4 | ~190.6 |—158.6 |—160.0

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 S 1ly adj d at | rates
1985 | 1986 1986 1987 1985 | 1986 1986 1987
It ur 1A% I I - I I v I I I
Government purchases of Government purchases of
goods and services........... 818.6 | 869.7| 867.2| 878.5| 886.3| 896.2| 917.1| 926.1 goods and services...........| 726.9| 754.5| 751.6| 757.21 771.8| 759.6| 766.7{ 769.1
Federal 353.9( 366.2( 368.4( 371.2| 368.6| 366.9| 379.6| 378.8 Federal 332.5| 330.6| 332.6| 344.6( 327.3| 332.6( 3333
National defense... 259.3| 277.8| 2782| 287.6| 279.0( 287.5| 294.5| 2957 National defense.. 250.7| 250.1| 259.8| 252.7( 257.4| 263.5| 265.3
Durable goods.... 75.9 839 84. 89.7 85.9 88.0 89.2 90.4 Durable goods.. 7.9 4 82.8 80.3 83.7 86.4 89.4
Nondurable goods . 119 11.1 11.5 10.6 9.9 9.7 10.5 111 Nondurable goods 15.1 15.1 15.9 153 140 14.5 14.7
Services............... 1655 1762 176.2| 179.9| 176.3) 1825| 183.0| 186.9 Servi 152.00 152.3| 154.9| 151.3| 153.6| 157.0 155.3
Compensation Compensation of
employees 101.2| 104.3{ 104.1{ 1044 1050| 107.7| 108.6| 108.9 employees.. 88.3 88.8 88.6 88.7 89.2 89.0 89.0 89.1
Military 61.7| 704 7031 705| 7L0| 727| 73.0] 734 Military . 59.4| 599| 598| 599| 603| 603 60.1| 602
Civilian 335| 338| 338| 339| 340| 350| 355| 856 Civilian.. 200| 289| 289| 289| 289| 288 289| 289
Other servict 6431 719 721( 755 71.3| 748 795 780 Other servi 5831 632| 637| 661| 621| 646| 680 662
Structures 6.1 6.6 6.2 73 7.0 7.2 6.8 7.2 Structures 5.6 5.6 53 6.2 5.9 6.1 51 6.0
Nondefi 9461 884| 902| 836| 896| 794| 851| 830 Nondefé 87.5( 81.8] 804) 728 919| 69.9| 69.1) 679
Durable goods.... 3.9 41 4.2 4.0 4.0 4.2 4.8 4.6 Durable goods 4.3 4.6 41 4.5 4.5 48 53 52
Nondurable goods . 175 11.2 124 6.9 131 2.0 1.5 2 Nondurable goods 184 136 11.5 5.0 24.6 31| -—-25| -28
Commodity Credit Commodity Credit
Corporation inventory Corporation inventory
change wof o 112 5.3 6.1 11 73| -36| —51| -61 change | 122 7.8 55 —-.71 188 —-25 —-91| -92
6.3 5.9 6.3 5.8 5.8 5.6 6.6 6.4 Other nondurables.. 6.2 5.8 6.0 5.6 5.8 5.6 6.6 6.3
ces 662| 663| 668 663| 661| 663] 708| 704 Services 583 575{ 580 b574| 5701 558 593| 587
Compensation of Compensation of
employees.... 393 396 396| 396| 398) 410| 416 417 employees...... 340, 338 338( 338; 338 337 338 338
Other services 268 267| 272| 266 263| 252| 29.1| 287 Other services.. 243| 237} 242] 236 231| 221 254 248
Structures 7.0 6.7 6.8 6.5 6.5 1.0 8.0 18 Structures..... 6.5 6.1 6.2 59 59 6.3 71 6.9
464.7| 503.5| 498.8| 507.3| 517.7| 529.3| 537.6| 547.3 State and local 402.7( 422.1| 421.0| 424.6| 427.1( 4323 4341} 4358
219 246( 242 249( 257| 263 270 278 Durable goods 206 2271 225| 23.0| 235] 240| 246| 251
40.11 39.1( 383[ 3882| 39.5) 416) 431 446 Nondurable goods 405| 433| 429 436( 444| 451 458| 466
349.1| 378.5| 374.3| 38L7| 391.0( 397.2| 404.8| 4131 i 3| 301.7| 300.7| 3028 304.8| 306.5; 308.4| 310.0
278.3| 299.9| 296.7| 302.3| 309.8( 314.1| 319.8| 3256 237.1| 236.6| 237.7) 2386| 239.3| 240.2| 2408
708} 785| 716| 79.5| 812| 831| 850| 875 646 641 6562 662 672 682 693
536 614] 620| 625 615 641 627| 619 544| 549| 552| 545 567 553 541
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Table 3.9.—National Defense Purchases of Goods and Services
[Billions of dollars]

Seasonally adjusted at annual rates
1985 | 1986 1986 1987
I I v 1 I mr
National defense

purchases..........cooccovveeeen 259.3| 277.8| 278.2| 287.6| 279.0| 287.5| 2945 2957
Durable goods..............cnerinens 759 83.9( 84.2( 897, 859 88.0| 89.2( 904
Military equipment 63.9| 716} TL7| 771 734| 17641 1770 781
ircraft .. 25.7| - 324| 316| 343| 360 331| 316{ 321
991 121 12.2| 138| 121[ 126| 145{ 138
85 817 9.1 9.2 84 8.5 9.3 85
438 48 4.9 4.7 51 5.0 47 4.2
49 5.1 5.1 52 54 5.6 51 6.4
(02515 — 10.1 8.4 87] 10.0 65| 115 11.2| 13.0
Other durable goods 119 124 126 12.6 124 11.6 12.1 124
Nondurable goods............cnren 11.9 111 115 10.6 9.9 9.7 10.5 11.1
Petroleum products.............c... 6.5 43 41 35 3.3 3.4 3.8 43
Ammunition 3.0 43 48 4.6 4.1 3.9 4.1 44
Other nondurable goods 24 2.5 26 25 2.5 24 2.6 24
Services .. 1655 176.2| 176.2f 179.9] 176.3| 182.5| 188.0| 186.9
101.2| 104.3| 104.1| 1044 105.0( 107.7| 108.6| 1089
67.7| 704| 703( 705 70| 7T27| 173.0| 734
335| 338| 338 339| 340| 350] 355| 356
643 719 721| 755 T13| T748] 1795( T80

Contractual research and
devel t 26.3| 293| 296| 307 296| 293 300! 283
Installation support . 16.8| 186 184| 19.8( 183( 203 218| 220
Weapons support 2.. 7.6 7.9 78 7q 7.8 8.7 9.4 95
Personnel support 3 .| 6.7 9.5 9.2 11.0 89 9.2 10.3 10.8
Transportation of materiel ..., 34 3.3 3.2 33 3.5 3.7 4.0 42
Travel of persons 3.2 3.3 3.5 3.1 3.2 34 3.7 3.9
Other ... 2 2 4 -3 1 3 2 -9
Structures ... 6.1 6.6 6.2 7.3 7.0 7.2 6.8 7.2
Military facilities. 3.5 4.2 3.8 49 43 4.4 4.5 5.0
Other 26 25 25 24 2.6 2.8 2.3 23

1. Includes utilities, communications, rental payments, maintenance and repair, and payments
to contracbors to operate mstallatlons

2. I depo and contractual services for weapons systems, other than
resgearch and development

1 14,

of foreign per g, training, and education.

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

Accounts
[Billions of dollars]
Seasonally adjusted at annual rates
1985 | 1986 1986 1987
I I v I I oI

Receipts from foreigners..| 369.9| 376.2| 371.3} 376.6| 383.3| 397.3| 416.5| 434.6

Exports of goods and services....... 369.9| 376.2| 371.3| 376.6| 383.3| 397.3| 416.5| 4346
Mer 2208 2249 22141 2257 231.7| 235.6( 2474 267.2
Durable goods.... 1345 139.7| 139.4| 139.8] 144.0| 146.6( 150.9| 164.0
Nondurable good 863 851| 820| 859 876| 89.0| 965 1032
Services......ccoumn.n 149.1| 151.3( 149.8( 150.8| 151.6| 161L.7| 169.0| 167.4

Factor income
Other

Capital grants received by the
Umt.egr States (net)..

Payments to foreigners.

Imports of goods and services....... 449.2| 481.7] 472.1| 487.1| 500.2| 509.5| 534.8| 554.4
Mer 341.0| 367.5( 3579 3754 3828 386.1| 401.8] 421.6
Durable J 203.0( 237.7| 2348| 246.0| 249.8] 249.1| 256.8| 2639
Nondura 129.8| 123.1| 129.5| 132.9| 137.0| 1450 157.7
Services............ 11421 114.3| 111.7| 117.5| 1234| 133.0( 1328

Factor income ! 5231 544 : .
Other Rk 5991 628| 627| 662 682 679
Transfer payments (net). 154 159 16.7 174 16.6 124 11.6 14.7
From persons (net)... 2.0 17 1.6 1.6 1.9 1.7 1.2 14
From government (net 13.4 14.0 151 15.8 14.7 10.7 10.5 13.2
Interest paid by government to
foreigner 21.3| 226| 222 228( 229 231 245| 254
Net foreign investment .................. —115.9 {—143.9 |—139.8 |—150.7 |- 156.5 |- 147.7 |- 154.5 |- 159.8

1. Line 7 less line 16 equals rest-of-the-world product as shown in table 1.7.
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Table 3.10.—National Defense Purchases of Goods and Services in
Constant Dollars

[Billions of 1982 dollars]

Seasonally adjusted at annual rates
1985 | 1986 1986 1987
II I v 1 I mr
National defense

purch 236.7( 250.7| 250.1 259.8| 252.7| 2574 263.5| 2653
Durable goods............conivireiniind 7.3 719| 774| 828| 803 837 864( 894
Military equi t 584 638 632| 685 662 694] T7L3| 739
Aircraft 218 268 250| 285 309| 284 281| 299
Missil 92| 11.3| 11.7| 124] 115 114 13.7| 133
Ships 15 7.6 7.9 8.0 7.3 7.4 81 74
Vehicles. 54 52 53 5.0 5.3 5.3 5.1 4.6
Electronic t 4.6 4.8 4.8 49 51 5.3 5.3 6.0
Other 9.8 8.2 8.6 9.6 6.1 11.6| 109( 128
Other durable goods........c......u.... 129 14.0( 142| 144| 141| 143| 150| 155
Nondurable goods 133 151 151| 158 153 14.0| 145| 147
Petroleum products 8.2 8.5 79 8.9 8.9 8.0 8.1 8.2
jtion 2.9 4.3 4.7 4.6 4.0 3.8 4.0 43
Other nondurable goods 23 2.3 24 24 2.3 22 24 22
SEIVICES .....oorvernmsrireeriinsrressiienssd 146.6( 152.0| 152.3| 154.9] 151.3( 153.6| 157.6| 1553
Comp tion of employ 883| 888| 886| 887 892 89.0f 8%.0| 891
MilItary .....oocooocereanemccuesisenoass 59.4| 599 598| 599| 603| 6031 60.1f 602
Civilian 2901 289 289| 2891 289| 288 289 289
Other services..........ccovevemeiesirenns 583| 632 637| 661 62.1 646| 680 662

Contractual research and
develop t 236| 258 262f 27.1( 260| 256| 262| 244
Installation support ! .............. 146 156( 154 166 153 16.7 17.8 17.8
pons support 2 6.7 6.8 6.9 6.8 6.8 7.7 83 8.3
Personnel support ® 6.0 77 15 8.9 7.0 71 8.0 8.3
Transportation of materiel 39 38 31 38 3.8 4.0 4.0 43
Travel of persons 3.2 33 35 3.1 3.1 3.2 36 3.7
Other. 2 2 4 -2 1 2 2 —.6
Structures 5.6 5.6 5.3 6.2 5.9 6.1 5.7 6.0
Military facilities 3.2 3.4 31 4.1 3.6 3.6 3.6 4.0
2.3 2.2 2.2 2.1 2.3 2.4 2.0 2.0

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

2. I de] and contractual services for weapons systems.
3. Includes oompensatlon 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
1985 | 1986 1986 1987
i m v I I -

Exports of goods and services..... 365.3| 377.4| 370.2| 379.6) 388.3| 397.8| 414.5| 4333

Merchandise 231.1) 244.6) 238.1| 248.1| 25671 2587) 270.5) 2914
Durable goods
Nondurable goods ..

Factor income ! ..
Other
Imports of goods and services...., 473.6| 523.2( 517.0| 541.2| 540.1| 533.0( 547.2| 568.2

Merchandi: 370.2| 420.2| 4134} 441.1] 435.7( 425.2| 432.8| 454.7
Durable goods. 219.2| 2481} 246.6| 254.6| 255.7| 2535 258.3| 266.1
Nondurable goods ..

Services...............
Factor income !.
Other

1. Line 6 less line 13 equals rest-of-the-world product as shown in table 1.8.
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Table 4.3.—Merchandise Exports and Imports by Type of Product and
by End-Use Category

November 1987

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

[Billions of dollars] [Billions of 1982 dollars}
S lly adjusted at ) rates S lly adjusted at 1 rates
1985 | 1986 1986 1987 1985 | 1986 1986 1987
I it v I I - I m v 1 o jiigd
Merchandise exports.. 2249 221.4| 225.7| 23L7| 235.6| 247.4| 267.2 Merchandise exports. 2311 244.6| 238.1| 248.1| 256.7| 258.7| 270.5| 2914
Foods, feeds, and beverages.. 226 212| 224| 227| 215| 234 283 Foods, feeds, and beverages. 251| 257 231| 264| 275| 263] 288 344
Industrial supplies and Industrial supplies and
material 587 581| 563 586| 605] 621| 662 682 materi 613 635 612| 649| 674 676{ 701 707
Durable goods 161| 166) 159| 165| 175 179| 183 196 Durable goods.. 168 181| 17.3| 183| 195| 195| 194| 203
Nondurable goods 426| 416| 404| 4211 4301 441/ 479| 486 Nondurable g 45| 454 439| 466| 479| 481 508( 504
Capital goods, except autos ... 764| 798| 785 8.8 823| 821 845 957 Capital goods, excep! 854| 942| 919| 967 985| 985 1026( 1161
Autos . 254| 219 235| 249| 259| 262 260 Autos 228| 226] 249| 208 220] 229 229( 227
G goods . 145 140| 150 156 164 176| 187 C goods 130 140| 135| 144f 150| 156 167| 176
Durable goods . 5.1 5.3 5.8 6.5 6.8 73 7.6 Durable goods.. 54 59 55 6.0 6.7 6.9 74 .7
Nondurable goods - 88| 87 9.1 9.1 96| 104] 112 Nondura%le g 7.6 8.1 80| 84f 83| 87 93| 100
Other . 24.4 23.6 244 25.7 276| 295 30.3 Other 23.4 24.6 235 24.8 26.2 278 29.4 29.9
Durable goods ! 8 122 11.8| 122f 129 138 148]| 151 Durable goods * 17| 123 118 124| 131 189| 147 149
Nondurable goods * 18| 122| 118 122| 129] 138| 148, 151 Nondurable goods 117 123 118 124| 131 139| 147 149
Merchandise imports.......... 341.0] 367.5| 357.9| 3754 382.8| 386.1| 401.8| 421.6 Merchandise imports .. 420.2] 4134| 441.1| 435.7| 425.2| 432.8| 4547
Foods, feeds, and beverages........... 21.3] 240( 234| 245( 244| 239 244} 245 Foods, feeds, and beverages........... 229] 219 238 230 282| 242| 234
Industrial supplies and Industrial supplies and
materials, excluding materials, excluding
59.2| 614 601| 611 641| 636 623 655 petroleum 617| 728 719 729] 751| 749 710 TL2
293\ 321( 322| 315 335| 827 318 329 Durable goods.. 335| 380| 3885| 376/ 389| 386| 364 360
299| 293 280| 296 306| 309 805 325 Nonduragle goods .. 342| 348) 334 353| 362 363| 346| 352
Petroleum and products 504| 838| 305| 316 320| 348 400 506 Petroleum and products 596 743| 724| 867 785| 695 721| 875
Capital goods, except autos .. 640\ 7541 747} 1780 793| 792 851| 89.0 Capital goods, except autos . 783| 933| 920 961 916| 968| 1038| 1113
Autos 650 78.1| 763| 829/ 820| 824| 843 851 Autos 60.8| 663| 656| 695 67.3| 67.2| 676 677
C goods 65.1| 1778| 759| 807| 829| 829| 875 879 C goods 654 741 731| 759 T1.1{ 53| T1.2| 763
Durable goods 36.7| 436 431| 453 461| 452 465 474 Durable goods 38.3| 422 423| 432| 433| 417| 420] 424
Nondurable goods 284 342/ 328) 354 369| 377 4L1| 405 Nondurable goods.. 271 3818 308| 327| 337| 336| 852 339
her 160 17.0| 168! 167 180| 192| 183| 191 Other 166 167| 166 162[ 172| 182| 169| 173
Durable goods * 80| 85 84| 83 90| 96| ‘91 9.5 Durable goods * 8.3 8.3 83| 81 861 9.1 85| 87
Nondurable goods * 80| 85| 84 83| 90| 96 9.1 9.5 Nondurable goods ! 8.3 8.3 8.3 8.1 86| 91 85| 87
Addenda: Addenda:
Exports of agricultural Exports of agricultural
P T O — 206 270( 253| 266 281| 262| 287| 336 [ 304| 803| 270! s08| 337! s12| s41] 402
Exports of nonagricultural Exports of nonagricultural
PTOAUCES ...ovvvvereerere s csresnnnsene] 191.2| 197.9| 196.2| 199.2] 203.6| 209.4| 2188| 2336 Y - 200.7| 2144 211.1| 217.3| 2229 227.4] 2364 2511
Imports of nonpetroleum t Imports of nonpetroleum .
PIOQUEES cooerevenvennerccesscsssssncnns 290.6| 833.7| 327.4| 343.8| 350.7) 351.3| 3619 8710 P L OO 310.6| 3459| 341.0| 354.5| 357.2| 355.7| 360.7( 367.2
1. Because no data are available to distribute exports and imports of “other” merch 1. B no data are available to distribute exports and imports of “other” merchandise
between durable and nondurable goods, they are distributed equally. between durable and nondurable goods, they are distributed equally.
2. Includes parts of line 2 and line 5. 2. 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 Industry
[Billions of dollars)
S lly adjusted at 1 rates
1985 | 1986 1986 1987 8 ily adjusted at I rates
il I v 1 11 biitd 1985 | 1986 1986 1987
s m v 1 i ur-
Gross saving .... 531.3| 532.0| 538.7| 516.2| 515.3| 554.3| 551.3| 558.6
Gross private saving. 664.2| 67981 713.7| 660.4| 653.4( 683.8| 639.9! 650.1 National income without
Personal saving 127.1| 130.6| 166.0| 1089 109.0| 1384 93.2 89.0 capital consumption
Undistribui}elc]l. adjustment 3,198.3 3,394.5 | 3,386.8 | 3,413.03,446.2 | 3,515.0 | 3,560.4  3,621.3
sg?ﬁgfi;‘gng'gggi‘;’;{ Domestic industries.. .|3.158.5|3,360.7 | 3,354.6 | 3,377.5 | 3,418.6 | 3,484.2 | 3.532.6 | 3,592.9
consumption adjustments. 996| 926| 936 926 785| 156 701| 779 ivate i :
AT Bl wee| aesl R B el 2| Bil s Private industries........................ 2,689.9 | 2,864.7 | 2,862.6 | 2,878.6 | 2,910.7 | 2,967.0 | 3,007.2 | 3,060.4
Inventory valuation Agriculture, forestry, and
AJUSEMENE revvererenrrcrrnrrrasnees -1 65| 113 60| —89| —11.3| —20.0| —16.1 isheri 76.6| 829 940| 819| 819
Capital consumption Mini 44.2 40.2 39.9 38.7 37.1
o adjustment..i .......................... 535 46.0| 467| 440| 421| 482| 480| 477 Construction.... 167.6( 181.8| 181.2| 184.3| 186.2
rporate capital .
: Manufacturing 672.0| 684.4| 685.3| 682.7| 695.5
32;“;:;{;;{‘;‘,1;33;’;‘;;, Durable goods 4027\ 4107| 4130| 409.4| 4127
adjustment........ 269.1| 282.8| 280.9| 284.3| 289.3] 291.8| 294.5| 297.8 Nondurable goods -} 269.3) 273.7( 272.3| 273.3| 2828
Noncorporate capital Transportation and public
%?ﬁ“f;‘g&‘:i‘;ﬂ‘;&i‘;i?in utilities........ .| 2564| 269.5( 268.1| 2725{ 2717
adjustment 185] 1738| 1132| 1746| 1766 1780| 1821| 1853 Jransportation 100.2) 1188) 1114} 1160) 1178
Wage accruals less 0 0 0 0 0 2 Electric, gas, and sanitary
isbur 0 0 . i .| 94| 847 86| 865 833
Gevernment surplus or deficit Wholesale trade.. 2025| 210.1| 2062| 2183| 2130
product accounts —147.8|-175.0 |- 144.1 [—138.1 |-129.5 | —88.6 | —91.5 Retail trade.... 28| 3013| 208.1) 3040| 3033
—204.7 |-230.2 |—203.7 |—188.7 |—170.5|-139.2 | -137.2 roal estate 4111| 1656| 4657| 2683] 4774
56.8| 551 596) 506| 4101 506 457 Services.... 576.7| 629.0| 624.1| 632.8! 6447
Capital grants received by the Government and government
United States (net) 0 0 0 0 0 0 0 €NLETPIIBeS......rorvvrrrorrrrrrrsrn] 468.6| 496.1| 492.0| 498.8| 508.0| 517.3| 525.4| 5325
Grogs investment 527.1) 539.6| 5101} 503.7| 552.1) 548.1) 5476 Regq of the world ...ovooernnnnn] 39.8| 337 322| 355| 215 30.7| 27.8| 285
Gross private domestic
investment 641.6| 671.0| 679.4| 660.8| 660.2| 699.9| 702.6| 7074
Net foreign investment ................. —115.9|—143.9|—139.8 |—150.7 {—156.5 |~ 147.7 |- 154.5 |~ 159.8
Statistical discrepaney ....... —56| —49 9) —61| —-11L6| —-22! —-31| -11.1
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Table 5.8.—Change in Business Inventories by Industry

SURVEY OF CURRENT BUSINESS 13

Table 5.9.—Change in Business Inventories by Industry in Constant
Dollars

[Billions of 1982 dollars]

[Billions of dollars]
Seasonally adjusted at annual rates
1985 | 1986 1986 1987
i piis v I I -
Change in business
inventories.............cooevunn..r 100 157] 2715 35] —64| 516 403) 225
Farm —-36| -11 3.0 45| —11.6 29 130( 139
Nonfarm 136| 168| 245| -9 51| 487 213 8.6
Chang 143| 100| 142| -80] 135| 615 497 27.
Inventory valuation
adjustment 1... -8 68| 103 71; —84| ~128| —224} —-19.2
Manuf ing, —~78| —4.6] -32| —62| -—47 59| 37| 127
Durable goods.... ~54] 52 —45 —44] -6 14 -16 9.1
Nonduraﬁle goods . —24 6 131 -18 2.9 45| —-22 3.7
Wholesale trade 28 4.0 5.7 87] —52 74 81 -20
Durable goods.... 0 17 4.0 49 -58 6.1 62| -38
Nondurable goods . 2.9 23 1.7 3.8 .6 1.3 1.9 1.8
Merchant wholesalers 4.5 4.0 6.3 771 —50 5.2 11.2| —24
Durable goods.... 5 2.0 5.1 45| —6.1 5.0 71| -38
Nondurable goods.. 41 2.0 12 32 11 2 41 1.3
Nonmerchant wholesalers.. -17 0 -6 1.0 -2 22} -3.0 4
Durable ﬁoods -5 -3 -11 4 2 11 -9 0
Nondurable goods.. —-1.2 3 5 6 -5 11| -21 4
Retail trade 112 6.9 40| —94 741 283]| 169 -82
Durable goods 8.9 37 40| —14.1 26{ 214 107| -139
Nondurable goods . 23 3.2 0 47 48 6.9 6.2 5.8
741 105| 179 6.0 k& 72 6.0 6.1
39 4.6 6.5 15 6.3 6.3 6.7 5.6
Nondurable g 3.5 59 114 45 14 9 -1 4

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 underlying business income derived primarily from
Internal R Service statisti 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

Seasonally adjusted at annual rates
1985 | 1986 1986 1987
i I v I I jiigs

Change in business
INVentories....... ..., 74| 138 281 61| —144| 476| 390| 241
Farm —46| —16 4.2 60| —16.6 37 163 147
Nonfarm ..o 12.0 15.4 239 1 23 439 227 94
Manufacturing, —78] —-52{ -29] -81| -49 53| —44( 119
Durable goods.... ] —54| —521 —46| —45| -T71 11| -17 8.3
Nondurable goods . - -25 0 18] -36 2.1 42 ~27 3.6
Wholesale trade 25 3.7 44| 103| -59 6.6 56 —-20
Durable goods.... -1 17 38 45| -53 5.7 56| —-35
Nondurable goods . 2.6 21 6 5.8 —.6 9 0 1.5
Merchant wholesalers. 45 3.9 44 87| —47 3.6 96| -23
Durable goods..... 4 1.9 48 41| -55 4.6 64| —34
Nondurable goods 4.0 18 —.4 4.6 8] -10 31 11
Nonmerchant wholesalers.. -20 0 0 16] -13 3.0/ —4.0 3
Durable goods ... -5 -3 -11 4 2 11 -8 -1
Nondurable goods.. -15 3 1.0 12| -15 19| -32 4
Retail trade 10.4 6.6 38| -82 6.7 252 155| —6.6
Durable goods 8.2 3.6 38| —125 22( 188 9.8 —-11.9
Nondurable goods . 21 3.0 0 44 4.5 6.4 57 53
Other.... 70 1:02]| 186 6.0 6.4 6.8 6.0 6.1
Durabl 3.6 42 6.1 14 58 5.8 6.2 5.1
Nondurable g 3.3 6.0 125 4.6 5 1.0 -2 1.0

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
1986 1987 1986 1987
I I v 1 I rr I Jiig v I 11 ik
Inventories ! 861.9( 863.3| 8634 884.6| 906.9| 9204 Inventories ! 847.6| 849.3| 845.8| 857.7( 867.4| 8734
Farm 706| 71.2] 66.7| 694| 763 799 Farm 759 7741 732} 741} 1782| 8L9
Nonfarm 79131 7921| 796.7| 8152| 830.5| 8405 Nonfarm 771.8| 771.9| 7725| 7835 789.2| 7915
Durable goods 469.8| 469.5| 469.6( 480.0| 487.9| 4924 Durable goods 4425| 439.7| 438.7) 4465)| 4515| 451.0
Nondurable goods 32151 3226 327.1| 8352 342.6| 3481 Nondurable goods 320.3| 332.2| 3339{ 337.0| 337.7| 3405
Manufacturing 325.0| 323.9| 324.3| 327.7| 329.3| 3354 Manufacturing 3202 318.2| 317.0| 3183 317.2| 320.2
Durabl:,agoods 219.1| 218.5( 217.1| 217.6| 217.7| 2218 Durable goods 2082| 207.01 2053 2055) 2051| 2072
Nondurable goods 1059| 1053( 107.1( 1101 111.6| 1136 Nondurable goods 112.1| 1112 1107} 1128; 112.1] 113.0
Wholesale trade. 179.6| 181.6| 181.5| 185.2| 189.8( 191.0 Wholesale trade. 176.3| 179.0| 177.6| 179.2| 180.6( 180.1
Durable goods 116.91 11891 117.8| 120.0| 1223| 1226 Durable goods 109.8] 111.0| 109.6] 1111} 1125} 111.6
Nondurable goods 627 627| 638 653| 67.5] 684 Nondurable goods 66.5( 680 680| 682 682 685
Merchant wholesal 156.0| 157.7( 157.6| 160.1| 165.1| 166.0 Merchant wholesalers 150.5) 152,71 151.5| 1524 1548} 154.2
Durable goods 103.2| 105.0| 103.8| 1058 108.3| 1084 Durable goods 969 980| 966 977 993| 985
Nondurable goods. 528| 527} 53.7] 543 568 515 Nondurable goods 53.6| 547| 5498| 547| b555] 5LT
Nonmerchant wholesal 236 238 239 25.1 24.7 25.0 Nonmerchant wholesalers 25.8 26.3 26.1 26.8| 258 25.9
Durable goods 18.7 13.9 13.9 142 14.0 14.2 Durable goods 12.9 13.0 13.1 13.3 13.1 13.1
Nondurable goods. 9.9 10.0 10.0 10.9 10.7 10.9 Nondurable goods. 12.9 13.3 13.0 135 12.7 12.8
Retail trade 187.6( 187.1( 189.5| 197.8| 204.3| 204.0 Retail trade 1751 178.1| 174.8{ 181.1| 185.0| 1833
Durable %oods 96.7 944 95.3| 101.4| 105.1| 1029 Durable goods 89.8 86.7 87.3 92.0 944 914
Nondurable goods 91.0 92.8 94.2 96.3 99.2| 101.1 Nondurable goods 85.3 86.4 875 89.1 90.6 91.9
Other 99.1 99.5| 101.4| 104.5| 107.2{ 110.0 Other 100.1) 101.6) 103.2| 1049 106.4) 107.9
Final sales 2 296.7( 302.3| 304.8( 306.1| 312.1| 3189 Final sales 2 263.6| 266.2| 269.4| 267.3| 270.0| 274.1
Final sales of goods and structures ®.......... 173.8| 177.11 177.9| 176.2| 1794 184.0 Final sales of goods and structures 2........., 162.7| 164.4| 167.0| 163.4| 164.9| 1685
Ratio of inventories to final sales Ratio of inventories to final sales

Inventories to final sales 2.91 2.86 2.83 2.89 2.91 2.89 Inventories to final sales. 3.22 3.19 3.14| 321 3.21 3.19
Nonfarm inventories to final sales..........c.cccorveerrnns, 2.67 2.62| 261 2.66[ 266 264 Nonfarm inventories to final sales...........cccccuivunns 298| 290 287 2.93 2.92| 289

Nonfarm inventories to final sales of goods and Nonfarm inventories to final sales of goods and
structures. 455 447 448! 463] 463] 457 structures. 474 469 462 480 479! 470

1. Inventories are as of the end of the quarter. The quarter-to-quarter change 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 between two
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.

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
component of GNP 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.
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Table 6.18B.—Corporate Profits by Industry
[Billions of dollars}

Seasonally adjusted at annual rates

November 1987

Table 7.1.—Fixed-Weighted Price Indexes for Gross National Produect,

1985 | 1986 1986 1987
i m | Iv I i jiiLs
Corporate profits with inventory
valuation and capital
consumption adjustments.............. 277.6| 284.4 | 282.3 | 286.4 | 281.1 | 294.0 | 296.8 | 313.7
Domestic industries..........ooorecccuecunnrnnns 247.1| 253.2| 253.6 | 254.3 | 251.4 | 261.3 | 263.8 | 280.0
Fi ial 19.4( 27.5| 286| 266| 268( 28.0| 27.9| 272
Nonfi ial 2217| 22581 225.0| 227.7 1 224.6 | 233.4| 235.9 | 252.8
Rest of the world 30.5| 31.2| 28.7| 321 29.7| 32.6| 33.0| 33.6
Corporate profits with inventory
valuation adjustment..................... 224.1) 2384 | 235.6 | 242.4 | 239.0 | 245.7 | 248.8| 266.0
Domestic industries 193.6 | 207.2| 207.0 | 210.2 | 209.3| 213.1| 215.8| 232.3
Fi ial 1841 26.1| 269| 252| 261 27.6] 27.8| 274
Federal Reserve banks........c.ccoooovuueeea. 16.81 16.0| 16.1| 156| 155| 157[ 16.1] 16.1
Other 16| 101| 108 96| 106 11.9f 117 113
Nonfi ial 175.2| 181.1 180.0| 185.1 | 183.2| 185.5 | 188.0| 205.0
Manufacturing 722| 69.4| 725| 68.0 754| 754 855|.n
Durable goods 292 31.1| 344| 310 313| 387 374
Primary metal industries. —~25| —1.8| —-1.5| —25| —~.4 .8 .
Fabricated metal products 4.0 41 44 44 3.6 3.9 3.8
Machinery, except electrical 42 39| 55| 87 31 49 5.0
Electric and electronic
quig t 45| 43| 70| 37| 16| 29| 56
Motor vehicles and equipment...... 65 59 59 53| 64 71 74
Other 12.6) 147 13.1| 164| 17.0| 19.1| 163
Nondurable goods 43.0| 384 381 37.0| 441| 36.7] 482
Food and kindred products .. 70 87 84| 89| 91| 77| 84
Chemicals and allied products. 42| 6.7 58| 74| 84| 79| 18
Petroleum and coal products.. 13.7 54| 173 2.7 5.9 231 127
her 18.0] 17.6| 16.6| 18.0| 20.8( 188) 192
Transportation and public utilities.....| 37.5| 42.4| 423] 46.0( 41.9] 37.4] 39.0
Wholesale and retail trade 514 521| 482 546] 49.7| 56.2| 452
Other 1| 17.2| 17.0| 165| 163 166| 183
Rest of the world .............ocomcercreiend 312} 287! 321| 29.7| 32.6| 33.0{ 33.6

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

[Index numbers, 1982=100]

Seasonally adjusted

1985 | 1986 1986 1987

11 | IV 1 I kg

Gross national product.................... 112,1| 115.1 | 114.7} 1155 116.1 | 117.4| 118.6| 119.6

Final sales 112.0| 115.0| 114.6| 115.3| 116.0| 117.3 | 118.5| 119.5

Change in business inventories

Goods 107.4| 108,3 | 107.9] 108.4] 108.5| 109.7 | 110.8 | 111.3

Final sales 107.3| 108.1] 107.8] 108.2| 108.3} 109.6| 110.6 | 111.1
Change in b inventorie:

Durable g00dS ... vuvrernricsiinssirnsianssinend 105.6 | 105.7| 105.6] 105.9 | 106.0| 106.7 | 106.7| 106.9
Final sales 105.6| 105.7 | 105.61 105.8| 105.9| 106.6 | 106.6 | 106.9
Change in business inventori

Nondurable goods........vorureerrruerceniccnes 108.6( 109.9]1 109.5{ 110.0| 110.1| 111.8| 113.5] 114.2
Final sales 108.5{ 109.81 109.3| 109.8| 109.9| 111.6 | 113.3} 113.9
Change in business inventories

Services 117.4| 1225 12191 123.1 | 124.3 | 125.8| 127.1 | 1284
Structures 104.9 | 106.5| 106.4| 106.5| 107.0| 107.9 | 109.1| 110.4

1982 Weights
[Index numbers, 1982=100]
Seasonally adjusted
1985 | 1986 1986 1987
11 1 v 1 I jiikg
Gross national product......................| 1121 115.1} 114.7 | 115.5 | 116.1| 1174} 118.6 | 119.6
Personal consumption expenditures .......... 112.3 | 115.2| 114.5 | 115.5] 116.4| 118.0| 119.5| 120.7

Durable goods
Nondurable goods.
Services

Gross private d tic investment

Fixed invest:

Change in business inventories

Net exports of goods and services
Exports

Import:

Government purchases of goods and
services

Federal

National def
Nondef:

St;te and 10€al ... eercearivvensersiensisesienninsd
Addenda:
Final sales

Personal consumption expenditures,
food

Personal consumption expenditures,
energy.

Other personal consumption
expenditures.

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 We ights

[Index numbers, 1982=100}

Seasonally adjusted

1985 | 1986 1986 1987
I I v 1 I ik

Gross national product [ 1121 ) 115.1 | 114.7 115.5| 116.1 | 117.4| 118.6| 119.6
Less: Exports of goods and services 103.7; 103.6 | 103.8| 103.5| 103.5( 104.5] 105.6 | 106.4
Plus: Imports of goods and services 9571 926| 91.4| 91.6| 935| 96.3| 98.9| 1008
Equals: Gross domestic purchases 1.. | 111.3] 114.1 113.5) 114.3 | 115.2 | 116.7 | 118.0| 119.1
Less: Change in business inventories
Equals: Final sales to domestic

purchasers 2 111.3( 113.9 | 113.4 | 114.2| 115.0| 116.5| 117.9 | 119.0

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.
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[Index numbers, 1982=100]
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Table 7.7.—Implicit Price Deflators for the Relation of Gross National

Product, Net National Product, and National Income

[Index numbers, 1982=100]

Seasonally adjusted
1985 | 1986 1986 1987 Seasonally adjusted
0 lmlw /| 1| o] m 1985 | 1986 1986 1987
n|m|mw]| 1| no|or
Gross national product ..............c.. 112 1140 | 1137 | 1147 1149 1361 | 117.1{ 1179
Personal ion expendi 111.8| 114.3| 113.6 | 114.5| 115.2| 1169 118.3 | 119.4 Gross national product 12| 1141 | 1137 114.7| 1149 116.1| 117.1 | 1179
Durable goods... 105.4| 10521 105.4 | 106.1 | 107.3 Less: Capital consumption allowances
Nondurable g 106.8| 107.5| 109.8| 111.7 }gg with capital consumption adjustment....| 102.7| 103.3| 103.3| 103.3| 103.7| 103.6 | 104.4| 1049
SOTVICES v 1283|1243 12551 1269 1283 b0 rale: Net national product 1123] 1155 | 1151 | 116.3| 116.4] 117.7| 1189 119.7
Gross private i inv Less: Indirect business tax and nontax
Fixed in t 1029| 103.3| 103.9| 104.4 | 104.1 liability plus business transfer
Nonresidential . 99.0| 99.2| 9931 99.2| 984 payments less subsidies plus current .
Structures..... i lggg lggg lggg lg’ég lgzg surplus of government enterprises..........| 116.0| 115.0| 109.8( 117.4| 113.8| 114.4| 118.3] 122.1
ReSoducers’ durable equipment 1138|1123 1187 | 1357 1177 Statistical discrepancy . J1102] 1127 112.4| 1135 113.4] 1145] 115.5] 1162
Change in business inventories Equals: National i 1119 115.6| 115.6] 116.2| 116.7] 118.1 | 118.9| 119.4
Net exports of goods and services
Export; 1013 99.7(100.3| 99.2| 987| 99.9] 1005 100.3 e . .
Ixﬁx?'pér 948f 921| 91.3| 90.0| 926| 956( 97.7| 976 Table 7.8.—Implicit Price Deflators for Command-Basis Gross National
Government purchases of goods and Product
services 112.6] 115.3] 115.4| 116.0| 114.8] 118.0| 119.6| 120.4 i bers, 1982 100]
Federal.......... 1092| 110.2| 1114 111.6| 107.0| 112.1 | 1141 1137 [Tndex numbers, 1982=
National 1095 1108 12| 107 1104\ LT | 18| 112 Gross national product.... - 111.2] 114.1] 113.7] 1147] 114.9] 116.1] 117.1] 1179
State And 10Cal .rorverreoerroorsoerrerrr e 115.4| 119.3| 1185 | 1195 121.2| 122.4| 1288 1256 Less: Net exports of goods and servi
Exports. Ti013] 99.7[100.3] 99.2] 987 99.9] 100.5| 100.3
Nore—Percent ch from pr period for selected items in this table are shown in Imports. 948| 921] 918 90.0| 926 956| 97.7| 97.6
table 8.1. Equals: Gross d 110.1| 112.5| 112.0| 1128 | 113.4] 114.9| 1162 1169
Table 7.5.—Implicit Price Deflators for Gross National Product by le;’gﬂﬂaf net exports of
: C d-basis export 949 921 91.3[ 90.0| 926| 956| 97.7( 97.6
Major Type of Product TEDOTS oo 948| 92i| o13| 90.0| 926| 956| 977| 976
[Index numbers, 1982=100] Ranal Ak, gross T
product 1104 113.1| 1126 | 113.6) 114.1| 1155 | 116.8| 117.6
Gross national product.................. 112{ 141 113.7] 1147 | 1149 116.1] 127.1 | 117.9
Final sales 111.1] 114.1| 113.8| 114.8| 114.7]| 116.1| 117.3 | 118.1 Norte.—Percent changes from preceding period for selected items in this table are shown in
Change in business inventories table 8.1.
Goods 105.8 | 106.2| 106.0 | 106.9 | 106.0 | 106.9 | 107.6| 107.9 . . . .
) Table 7.9.—Fixed-Weighted Price Indexes for Personal Consumption
Final sales 105.6 | 106.1| 106.1] 107.1| 1055 | 106.9 | 107.8| 108.1 N . .
Change in b inventori Expenditures by Major Type of Product, 1982 Weights
Durable goods.. | 102.4] 101.4| 101.6| 101.5| 100.8| 101.1| 100.5| 99.8 -
inal sales 102.3| 1013 101.4] 101:6] 100:9| 100.6| 1002| 100.0 [Index numbers, 1952=100]
Change in b inventories P "
ersonal consumption
NoDAUrable g00d5 ......cevvcrrmresssssssrecssseens 1085| 11011 109.5| 111.4| 110.3| 111.8| 113.8 115.0 penditures 11231 115.2| 114.5] 118.5| 11641 118.0| 119.5| 120.7
e e P 1083| 11011095 111.8| 109.3) 1120/ 114.2) 1155 pygpe gogqs 105.0| 1062 1058 | 1067 | 107.1| 107.9| 108.6 | 1097
. Motor vehicles and parts . 108.0 | 110.0| 109.5] 110.6| 111.51 112.2| 113.6{ 114.8
Services 117.3] 122.3 | 121.7| 122.9] 124.0| 125.4| 126.7 | 128.1 P e s : i y ' y y § y
Structures 106.3 | 109.7 | 109.8 | 110.4| 110.8| 111.7| 113.1 | 1141 Other
Nondurable goods.............cierneiieneinnans
Norte.—Percent cl from preceding period for selected items in this table are shown in
table 8.1. Food..
((zlothl.ng ang sl:nloes ......................................
.. . . line and oil
Table 7.6.—Implicit Price Deflators for Gross National Product by Other nondurable goods

Sector
[Index numbers, 1982=100]

Gross national product

"

Gross d product

B

Nonfar

§onf§rm less housing .......ccoovverieenenc]

Farm.........
Statistical disCrepancy ............c.ceverienenns

H hold.

); and i ]

Private h hold

Nonprofit i

Government

Federal

State and local

Rest of the world .............oiiericriinninnns
Addendum:
Gt;oss domestic business product less

g

H1.2

109.4

141

111.6

113.7

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

table 8.1.

Fuel oil and coal
Other

Services

H.
F

1, hald
F

operation

Electricity and gas.........coovcorviriniinccns
Other s &

Transportation

Medical care.

her

Table 7.14.—Fixed-Weighted Price Indexes for Exports and Imports of

Goods and Services, 1982 Weights

[Index numbers, 1982=100]

Exports of goods and services.....................

Merchand;
Mer

Durable goods.
Nondurable goods ..

Services

Factor i

Other

Imports of goods and services.....................

Merchandi
Mer

Durable goods
Nondurable g .

Services

Factor i

Other

103.7

103.6

103.8

97.0
99.3
94.0




16

SURVEY OF CURRENT BUSINESS

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]

November 1987

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

1985 | 1986 1986 1987 1985 | 1986 1986 1987
1 Im | v 1 i ur i m | IV I I -
Merchandise export: 98.6| 96.3| 97.0| 95.5| 95.2| 96.2| 97.3| 98.2 Governmel.n purchases of goods

Foods, feeds, and beverages o56| s18| 918 ses| 24| s17| 814l 824 and SETVICES..........oimcecreesianiirenrsnn 113.7 | 116.5| 116.0 | 116.5| 117.6 | 119.3 | 120.6 | 121.7
Industrial supplies and materials. 957 91.6| 91.9( 90.3| 89.7| 91.8( 944| 965 Federal 110.8| 111.3| 111.4| 111.0| 111.1 | 113.2| 114.3| 114.5
Durable goods..... 95.7] 91.6| 91.9| 903| 89.7( 91.8] 944 965 . o

Nondurable goods .. 95.7| 91.6| 91.9( 90.3| 89.7| 91.8| 944| 96.5 National
Capital goods, except autos . X . . . .6 . . .

Autos

Durable goods . 96.7| 96.6| 968 . 8. 98. .
Nondurable goods .. , . 3 . 2 . L .
Other 21 99. 4] 985 . . X .
Durable ﬁ ............................................... . . . . 8 . X .
il le goods . . . 3 3 . X .
Merchandise imports 924| 86.2| 84.8| 844 86.8| 89.8] 92.7| 94.9
Foods, feeds, and beverages........c...cocivunnn.e 97.8| 104.9] 106.9| 103.0 | 106.2] 102.9 | 101.0| 104.8
Industnal supphes and materials,
844| 837 840 849| 853f 883| 926
Durable 84.5| 838 841 850| 854 885 928
Nondural ﬁle 843| 837 839 847) 81| 881| 924
Petroleum and products 455| 421 36.5| 408( 50.1( 55.5| 57.8
Capital goods, except autos . 925| 91.6] 93.8) 956]| 97.8| 99.4| 993
Autos . 4] 119.2] 121.9 122.6] 124.7] 125.7
Ca goods . X . .|
Durable goods
Nondurable goods
Other
Durable goods ...............................................
Jond 1
g
Table 7.17.—Fixed-Weighted Price Indexes for National Defense
Purchases of Goods and Services, 1982 Weights
[Index numbers, 1982=100]
Seasonally adjusted
1985 | 1986 1986 1987
I o | IV 1 i I
National defense purchases............... 111.11 112.1 1 112.0| 111.9| 112.1| 114.2] 115.3 | 1154
Durable goods 112.3| 112.4| 112.4| 113.1 | 112.7§ 113.9 | 113.8| 112.3
Military equi t 11441 114.4| 114.5( 1155| 114.6{ 116.0| 11581 1137
Aircraft 127.91123.61 124.3| 123.5| 122.3| 121.1| 120.2| 1180
Missiles 109.1] 114.2] 114.31 116.8| 116.3 | 129.5] 130.1 | 121.3
Ships 114.31 117.21 117.6 | 117.2| 117.3 | 117.6| 117.8| 118.0
Vehicles 770 87.3| 83.0] 93.0| 946( 945 93.2¢ 923
Electronic t 106.8| 107.2| 107.1| 107.1 | 107.6| 107.7| 107.9] 108.3
Other 103.1( 102.6] 102.7| 105.1 [ 101.6| 101.9| 102.4 | 103.1
Other durable goods.. 3 3 . . . . 3 X

Nondurable goods
l:etmleqxq Products .....cvercevseecerneceasisssnnnes

Other nondurable goods...........ceccreereenneas
Services
Comp tion of employees.
Military
Civilian
Other servi

Co;:tra‘ctual research and

Installation SUPPOTE Looneivrerecrereaerneanies
p upport 2

Personnel support 3

Transportation of materiel ..

Travel of persons

Other
Structures 117.5( 117.6 | 118.0 | 118.9 [ 119.7 | 120.7
Military facilities.... 120.91 120.5( 121.1 | 122.3| 123.1| 1234
Other 112.5| 11341 113.3 | 113.8| 114.7| 1165
1. Includes utilities, ti rental payments, maintenance and repair, and payments

to 2c(mtracl;otsdto operate installations.

and contractual services for weapons systems.

epol
3. Includes compensation of forexgn personnel, consulting, training, and education.

Structures
Nondefe . . . . 3 X 5 .
Durable go0ds........ccccururrcrmmerneriiirnns 989| 98.9| 988| 99.0| 9911 99.7 99.8| 99.2
Nondurable goods
Commodity Credit Corporation
inventory ch
Other nondurables. .. ... 1004 94.7| 96.3| 96.8| 94.0| 96.6( 96.9| 975
Services 113.7| 115.6| 116.5| 115.8 | 116.2 | 118.9| 119.9| 120.5
C tion of employ 1156 117.3| 117.2| 117.4 | 117.7 | 121.9| 123.1| 123.2
OLher BEIVICES....vvvsusmsrroressomerermermrrreon] 110.8} 113.1] 112.8] 113.2| 114.0| 114.3| 115.0] 116.2
Structures E . . A . . X ’
State and local
Durable goods X X 5 3 R . . .
Nondurable goods. . X . 3 . A X A
Services X X X . . . . .
C jon of employees....... 120.3 | 127.3| 126.3 | 127.2( 129.8 | 131.3| 133.1 135.2
Other service: 117.7( 122.8] 1222 122.1| 122.9| 123.9| 124.7| 126.5
Structures 1109 118.2| 113.1| 113.3 | 112.9| 113.0| 113.5] 1145

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

[Dollars]
Seasonally adjusted
1985 | 1986 1986 1987
I Im | v 1 i Jiitg
Current-dollar cost and profit per
unit of constant-dollar gross
domestic product ! ................c....) 1.073| 1.089 | 1.086 | 1.095] 1.093 [ 1.103 | 1.111 | 1.118
Capltal consumptlon allowances with
p ption adjustment 119 121 321 122) 123 .123| 124 .123
Net d tic product 954 .968| .965| .973| .971| .980( .987| .995
Indirect business tax and nontax
liability plus business transfer
payments less subsidies ...........c...convveeees 10371 104 .101| .106| .104| .105| .107| .108
Domestic i 852 .864| .864| .867| .867( .875| .880| .887
tion of employees....... 02| 715 714 17| 720| (724 .728f( 728
Corporate proﬁts w1th mventory
valuation and capital consumption
adjustments.... 107( .103| .104F .104| .102| .106( .106| .112
Profits tax liab .033| .036| .034| .087( .040| .045| .047| .050
Profits after tax wi
valuation and capital
consumption adjustments... 074| .068| .069| .063| .062| .061] .059| .063
Net intere 043 045| .046) .046| .045| .045| .046| .047

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
1985 | 1986 1986 1987 1985 | 1986 1986 1987
I jiis v I I it I m v 1 il I
Gross national product:
Current dollars 63| 26| 36 &8 21) 86 63 Z? ngg?c-::nt purchases of goods and
1982 dotlars...... 30| 29| 6| 14f L y . . :
Implicit price deflato 32| 26{ 29| 36 | 42| 35| 28 f;gzrentndn"m 11.2| 62 3.9 53| 36| 45| 97| 40
Chain price index... 35| 24| 19| 26{ 20| 42| 37| 33 Jdollars 731 38 78] 30| 79/ -62{ 38 13
Fixed-weighted pric 36| 271 22| 26| 28| 45| 41| 33 Implicit price deflator-.. 37| 24| 21] 21| -41) 116] 55| 27
Chain price index 4.2 2.3 13 14 3.0 5.0 3.0 3.6
Personal consumption expenditure: Fixed-weighted price index 4.1 25 11 1.7 3.8 58 46 3.8
1987 dollogs 36| 63 41 M3 3| 29 Ta| & Federal:
1 ollars...... 3 . L B E —. . 2 3
Implicit price deflator 34| 22| o0 32| 25| 60| 49| 38 C;Brzr%ntlldollm-- 140| - 35( 138| 31] —-28| —18| 146| —.8
o T wOE SRR BB R e
Fixed-weighted pric I I : - - ’ Chain price index......... 291 5| 2{—17|-10{ 58| 6| 5
Durable goods: Fixed-weighted price index 2.6 bl —9| -14 8 17 40 8
Currednt dol1Ars .o insires gg g% 11.’37 igg —g% -z(l).g %32 %’ZZZ National defense
11 . X . ) —6.3 [~21. X 2 *
B o afinton I e o B 1 W 1 My Current dollas ... 107| 71| 186 142|-114| 128 101 16
e I T | 5 s ) b Gl W
Fixed-weighted price index . 9 121z : - . . Chain price index....... 26/ 10| o | —17|-14] 61| o 3
Nondurable goods: Fixed-weighted price index. 3.3 9 -131 -2 5 79 3.9 2
(f;grzranﬁ ]dollars ................................. gg %g - % é 2.? 2.% 1?% ?sl) %é Nondefense:
jollars. o a1 g et g . — 1. — 1. >
Implicit price deflator.. 24| —4| —58{ 23| 26| 88| 71| 36 Curzrant"dollars ........................... 24.1] —6.6 41-2621 31.9(-383 320| —~95
e LR YRR IR R R
Fixed-weighted price index.. Z5| -1} -89 30| 26| 83 76 3. Chain price index ... 36| —9| 10{—-20| 7| 51| 4] 11
Services: Fixed-weighted price index. 9| -6 A —43( -2 171 44| 22
Cs;lrrent ollars .....ccmeiivinnireninns] gg gz ?; gg gé gi g’{ i? State and local g
1982 dollars. X 8 . . . : . ) -
Implicit price deflator .. 49| 46| 44| 43| 33| 39| 45| 45 Current dollars 93| 83| 72| 70f 85| 93| 64| 74
o Bl E R R B SRer al s owl a2 el L
Fixed-weighted price index . Sl 4T 4 : g - : - Chain price index........ 51| 86| 21| 37| 60| 45| 47| 59
Gross private domestic investment: Fized-weighted price index 5.2 3.8 2.5 4.0 6.3 45 49 5.9
Current dollars —35( 46} —23(-105] —4| 263| 16 28
1982 dollars —34| 28| —51|-118| —84| 285| 11| 50 || Addenda:
Implicit price deflator Gross domestic purchases:
Chain price index....... 1982 dollars 36| 39| 32| 30 4| 25| 21| 42
Fix 1 price index Chain price index 33| 23| 10| 28| 29| 50| 44| 37
Fixed investment: Fixed-weighted price index. 35 25 8| 29{ 81| 53| 47| 38
Current dollars 58| 37| 43| 34| 58{-106| 90| 144 || Final sales:
1982 dollars ...... 5.5 18] -9 .8 42)-125 69| 155 1982 dollars 47 28 15 3.9 37| _23 35 58
Lmplicit price deflator 218 a8 28 16 23 18 -1l Chain price index 35| 24| 19| 26| 21| 42| 37| 33
hain price index... . A 1. A A . .1 s vod-wei o § . " ) y . § : .
Fixed-weighted price index 17 16 o7 10l 21 26| 56| 30 Fixed-weighted price index.. 35| 27| 21 26] 23| 45| 41| 34
Nonresidential: FiTgslzsgleﬁ to domestic purchase:
Current dollars 64 —13| —61| —3| 58|-145] 116| 221 O s i 53| 3T i0 o3| %8| -5 %l 38
1982 dollars....... 68| —2.3(-10.3| —3.0 51|-146( 11.7| 263 Fixed-weighted pnc X 35 94 s 2.8 31 53 A7 38
Implicit price deflator —4 10| 5.0 2.5 .8 4| —4| -82 i : : i : - : :
Chain price index... 9 11 3.1 1.7 2.6 14 4 1.0 Command-basis gross national product:
Fixed-weighted price index . 1.6 14 2.6 9 21 18 14 17 1982 dollars 3.0 3.1 2.0 1.7 0 3.6 1.8 41
Structures: Implicit price deflator. 3.2 24 1.8 3.6 1.8 5.0 4.6 2.8
Current dollars 81| —9.91-31.9(-134 56(—12.1 31| 230 Gross domestic product:
1982 dollars...... 3.9(-128;-39.2|-166( 63|-128| 0 23.0 1982 dollars 33| 31| 14| 12| 22| 42| 28| 41
Implicit price deflator. 4.0 331 122 34| —4 8 34| —4 Implicit price deflator..........ccoevvoeuevrrerennaes 32 2.6 2.9 3.6 A 4.2 35 2.8
Chain price index....... 24 81 22 -2 21 3.7 42| 37 Business:
Fixed-weighted price index..... 2.3 4 14| -11 1.3 33 38 34 1982 dollars 25 33 13 11 23 46 29 4d
Producers’ durable Implicit price deflator .. 2.9 2.3 2.9 40)] —4 3.9 3.5 24
equipment;
Cu; t doll 5.5 3.2 9.8 6.2 58{—154{ 15. 21.6 Nonfarm:
1982 dollars.... 33| 35| il 31| iss| 68| M3 1982 dollars 36 321 8| 17| 29} 87 32| 53
9 5.3 gorare
Implicit price deflator _986 3| 34 30 1.8 0 | —12]| _45 Implicit price deflator ................. 35| 25| 25| 36 4] 36| 28] 28
Chain price index... 2 1.2 3.6 2.6 2.8 4| =12 0 5 personal i
Fixed-weighted price index..... 12| 20| 83| 22| 26| 9| 0 a Current dollars 65| 64| 78| 21| 31| 81| 6 s0
Residential: 1982 dollars 29| 40| 18| -10 S 27| —43] 40
Current dolars .......ococeeevccovrversrions 44| 155| 206| 109} 57| -26| 41| 7
1982 dollars 22| 125| 248 9.7 22| -1.7| -28| —6.0
Implicit price deflator 21 2.7 3.7 11 33 55 72 71
Chain price index.... 2.1 2.6 34 11 3.5 54 72 72
Fixed-weighted price index .. 2.1 2.5 3.1 1.3 3.5 53 6.7 7.0
Exports of goods and services:
Current dollars —-35 17| -23 5.8 73| 154 20.8( 185
1982 dollars —17( 33| —14| 106| 95| 102 17.9( 194
Implicit price deflator 18| —1.6| —12| —43| —2.0| 50} 24| -8
Chain price index ... -9 -5 —6|~10] -2 3.8 4.0 2.5
Fixed-weighted price index -5 =1 —4| ~12 0 4.0 4.4 3.0
Imports of geods and services:
Current dollars..........ccoviincernccencccuencs| 1.5 7.2 42| 133| 112 76| 214| 155
1982 dollars 39| 105| 196 201| —8| —52| 111| 163
Implicit price deflator —24| —28(-129| 56| 121| 13.6 91| -4
Chain price index ... -21| -9 -82 2.0 85| 10.8! 10.0 6.6
Fixed-weighted price index —-19| —-38.1|-147 6 87| 125f 113 7.6

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 ch in the position 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.—Reconciliation of Changes in Compensation Per Hour in the Business Economy Other
Than Farm and Housing and Average Hourly Earnings in the Private Nonfarm Economy,

Seasonally Adjusted
1986 1987
v I - mre
1. Compensatlon per hour of all persons in the business economy other than farm and
{percent ch at | rate) ! 4.2 14 25 34
2. Less: Contribution of 1 t: -4 -3 -.1 -1
3. Plus: Contribution of housing and nonprofit i -2 0 1 1
4. tl}.less gontnbutlon of employees of gavernment enterprises, unpaid family workers, and
e 1 -3 1 2
5. Equals: Wages and salarles per hour of employees in the private nonfarm economy .
(percent ch rate) 4.2 2.0 2.6 34
6. Less: Contribution of nonproduction workers in facturing —4 -2 -3 -3
7. Less: Contribution of non-BLS data, detailed weighting, and 1 adj ent 11 2 6 8
8. Equals: Average hourly earnings, productlon and nonsupervnsory workers in the
private nonfarm y (percent ch 3.6 2.0 2.3 2.9
" Revised.
? Preliminary.
L0 1. BLS estimates of ch in hourly p tion in the nonfarm business sector for the four quarters are 4.0, 1.1, 8.0, and
.0 percent.

Table 2.—Cyclically Adjusted Federal Receipts, Expenditures, Surplus or Deficit(—), and Debt

November 1987

[Billions of dollars; quarters at 1ly adjusted 1 rates]
1985 1986 1987
1985 1986
I i I v I I I v 1 It 11
Based on middle-expansion trend GNP:
Receipts:
Level 7825 812.6 792.0 756.1 787.1 794.8 788.3 801.7 819.1 841.3 862.0 904.2 896.7
Percentage of trend GNP, 19.7 19.5 20.3 19.1 19.6 19.6 19.2 19.3 194 19.8 20.0 20.7 203
Change from pr period 52.2 30.1 480 | -359 31.0 79 —6.5 134 174 222 20.7 422 -15
Due to automatic inflation effects 19.8 16.3 4.8 5.5 4.3 4.7 2.0 5.1 74 —13 9.2 8.5 438
Due to discretionary policy and other factors.........vieeeesneeennens 324 13.8 432 —414 26.7 3.0 -85 83 10.0 23.5 115 337 | -123
Expenditures:
Il,):ve 984.8 1 1,031.2 958.2 969.5 9909 | 1,0206 | 1,003.3 | 1,0456 | 1,0351 1 1,040.9 | 1,050.7 [ 1,0659 | 1,063.5
Percentage of trend GNP 24.7 24.7 24.6 24.5 24.7 25.1 24.5 252 24.6 24.5 244 244 24.0
Change from pr period 89.4 46.4 217 113 214 207 -173 423 -105 58 9.8 15.2 —24
Due to automatic inflation effects 21.5 18.1 13.9 24 2.8 3.9 9.1 2.8 23 3.2 84 3.9 3.6
Due to discretionary policy and other factors..............ccu..... — 67.9 28.3 13.8 8.9 18.6 268 | —264 39.5 —12.8 2.6 14 11.3 —6.0
Surplus or deficit (—):
Level —2023 | —2186 | —166.1 | —213.4 | —2039 | —2258 ] —215.1 | —243.8 | —216.0 | —199.6 | -188.7 | —161.8 | —166.9
Percentage of trend GNP. —5.1 -5.2 —43 —54 —51 —5.6 —5.2 —5.9 —5.1 —4.7 —44 =37 —~3.8
Change from pr period —37.1 —16.3 204 —473 9.5 —21.9 10.7 -287 27.8 16.4 109 26.9 —5.1
Due to automatic inflation effects ~1.6 —18 —9.0 3.1 1.5 0.8 —71 2.3 5.1 —4.5 0.8 4.6 1.2
Due to discretionary policy and other factors.........crveeenrionnnnnns -365 | —145 294 —504 80| -—227 1781 -31.0 227 20.9 101 223 —6.3
Debt: .
At par value, end of period:
Level 1,509.4 | 1,734.8 [ 1,331.5 | 1,389.8 | 14375 | 1,509.4 [ 1,561.7 | 1,627.5| 1,689.2 | 1,734.8 | 1,780.4 | 1,829.7 | 1,861.3
Percentage of trend GNP 379 41.5 341 35. 359 7.2 39.2 40.1 40.! 41.3 41.8 42,
At market value, end of period:
Level 1,580.8 | 1,870.1
Percentage of trend GNP 39.7 44.8
Based on 6-percent unemployment rate trend GNP:
Receipts:
Level 808.6 840.1 818.5 781.0 813.5 8214 8153 828.9 846.7 869.4 889.9 933.5 925.8
Percentage of trend GNP, 19.8 19.6 20.4 19.2 19.8 19.7 194 19.5 19.6 20.0 20.1 20.8 20.4
Expenditures: - )
Level : 980.3 | 1,027.9 953.2 964.8 986.5 | 1,016.5 999.4 | 1,0421 | 1,032.1 | 1,088.1 | 1,047.9 | 1,063.3 | 1,060.9
Percentage of trend GNP. 24.0 24.0 23.8 23.8 24.0 244 23.8 245 239 238 23.7 23.7 233
Surplus or deficit (—):
Level —171.7 | —187.9 | —1348| —183.8 | —173.0| —1951 | —184.1 | —218.2 | —1854 | —168.7 | —158.0 | —129.8 | —135.0
Percentage of trend GNP. —42 —44 —-34 —45 —4.2 —47 —4.4 —5.0 —43 -39 —3.6 -29 -3.0
Addenda:
Middle-expansion trend GNP:
Current dollars 3,980.9 | 4,176.7 | 3,902.0 | 3,956.1 | 4,007.1 | 4,0585 | 4,099.6 | 4,1520 | 4,212.0 | 42431 4,311.6 | 4,378.2 | 4,428.0
1982 dollars 3,680.6 | 3,662.0 | 3,550.5 | 38,570.5| 3,590.6 | 3,610.8 | 3,631.2 | 3,651.7 | 38,6722 | 38,6929 | 8,718.7| 38,7846 | 3,755.7
6-percent unemployment rate trend GNP:
Current dollars 4,085.6 | 4,286.4 | 4,0045| 4,060.0 | 4,112.5 | 4,165.2 | 4,207.3 | 4,261.0 | 4,322.7 | 4,354.6 | 4,4249 | 4,488.2 | 4,544.3
1982 dollars 3,674.7 | 8,758.2 | 38,6438 | 3,664.3 | 38,6850 | 3,705.7 | 3,726.6 | 8,747.6 | 3,768.7 | 3,789.9 | 3,811.3 | 8,832.8 | 38,8544




By LARRY R. MORAN

SALES of new motor vehicles de-
clined in model year 1987 for the first
time since model year 1982.! Sales de-
clined 4 percent, to 15.4 million units,
in 1987, following increases of 2% per-
cent in 1986 and 10 percent in 1985
(chart 1). The 1987 decline was ac-
counted for by sales of cars; sales of

1. For analysis in this article, a model year begins
on October 1 and ends on the following September 30.
Thus, model year 1987, which began on October 1,
1986, and ended on Septefiiber 30, 1987, covered the
fourth quarter of 1986 and the first, second, and third
quarters of 1987.

Discussions in this article are based on unit sales,
inventory, production, and price data. These data un-
derlie BEA’s estimates of auto and truck output,
which are part of the national income and product ac-
counts estimates.

‘CHART 1

New Motor Vehicle Sales by
Model Year

Million units:
200

Trucks -

10

; 37

8

Note.—Based on October through September sales for each mode! year.

Data: Motor Vehicle Manufacturers Association of the United States,
inc. and’ Ward's Automotive Reports.
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Motor Vehicles, Model Year 1987

trucks changed little. As in the 2 pre-
ceding years, the volatile quarterly
pattern of motor vehicle sales in 1987
reflected, to a large extent, the terms
and timing of sales-incentive pro-
grams offered by domestic manufac-
turers.

Following 2 years at high levels, car
sales fell 5% percent in model year
1987. The fall in sales was more than
accounted for by domestic cars, which
dropped sharply after declining mod-
erately in 1986. Sales of imported cars
increased for the fifth consecutive
year.

Truck sales in model year 1987
were virtually unchanged from 1986;
however, because cars sales declined,
trucks accounted for a larger portion
of total motor vehicle sales—a record
31% percent. Sales of all categories of
trucks—light domestic, ‘“other” do-
mestic, and imported—changed little.

New Cars

Car sales decreased 5% percent to
10.6 million units in model year 1987.
Car sales had increased 1% percent in
1986 and 7 percent in 1985. The weak-
ness in 1987 car sales reflected sever-
al developments—some economy
wide, some specific to the motor vehi-
cle industry.

The economy-wide developments in-
volved changes in consumer income,
confidence, and debt. Real disposable
personal income increased only 1%
percent in model year 1987, less than
one-half of the increases in each of
the 2 preceding years. While remain-
ing high, consumer -confidence, as
measured by the Index of Consumer
Sentiment prepared by the University
of Michigan’s Survey Research
Center, declined slightly in model
year 1987. Further, survey respond-

pry
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10

ents were more reluctant than a year 8

ago to finance purchases by increas-
ing debt.

Developments specific to the motor
industry included higher interest

U.S. Department of Commerce, Bureau of Economic Analysis

rates offered by automakers’ finance
companies, a larger increase in new
car prices than in 1986, saturation in
the car market, and the continued
shift by consumers from car to truck
purchases.

For the most part, interest rates on
new car loans in model year 1987
were higher than in 1986. In 1986 and
1987, domestic automakers—through
their financial subsidiaries—offered
sales-incentive programs that fea-
tured below-market interest rates. As
shown in chart 2, interest rates on
loans by automakers’ finance compa-
nies were around 9% percent
throughout most of model year 1986,
considerably lower than rates on
loans by commercial banks—the other

CHART 2

Interest Rates on New Aut
Installment Loans

Percent

~ Finance Companies.

1987

1983 1984 1985 1986

Note.-~Most common interest rates (annual percentage rate) at report-
ing institutions.

Data: Federal Reserve Board.

87-11-2
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Table 1.—Selected Motor Vehicle Indicators
Model year Calendar quarter: Seasonaliy adjusted at annual rates
1985 1986 1987
1981 1982 1983 1984 1985 1986 1987
v I | I | I l v I l 11 l 1
Millions of units
New motor vehicle sales 11.3 10.1 117 14.2 15.6 16.1 154 15.1 149 15.7 185 16.0 13.9 15.0 16.8
New car sales 9.0 71 8.8 10.3 111 11.2 106 10.3 10.6 11.0 12.9 11.3 9.5 10.0 115
Domestic 6.6 55 6.5 7.9 84 8.1 7.3 7.1 71 7.9 9.5 7.8 6.7 7.0 8.0
Import 24 22 23 24 21 3.1 3.2 32 2.9 3.1 3.5 3.5 2.8 3.0 3.6
Domestic car production 6.7 51 6.0 77 8.2 7.9 7.3 8.2 81 79 74 7.9 7.9 71 6.3
Domestic car inventories ! 1.6 1.8 1.8 13 1.5 1.8 1.8 14
Domestic car inventory-sales ratio 2 271 275 2.72 1.68 2.24 3.21 3.07 2.06
New truck sales 2.3 2.4 2.9 39 4.6 4.9 4.9 48 43 48 5.6 47 44 5.0 5.3
Domestic 1.9 2.0 24 34 3.8 4.0 4.0 41 35 3.9 4.6 37 37 4.1 44
Import 4 4 5 6 q 9 9 8 8 9 1.0 1.0 a1 9 9
Dollars
Average expenditure per new car °... 9,684 | 10,462 | 11,259 | 11,8701 12,666 | 13,474 12,156 | 12,621 | 12,772 | 13,020 | 13,457 ( 13197 | 13,480 | 13713
Domestic 9,653 10,409 11,034 11,697 12,321 13,074 11,932 12,144 12,423 12,672 12,921 12,856 | 13,113 13,372
Import 9,760 [ 10,605 | 11,978} 12,719 | 13,548 | 14,387 12,660 | 13,877 | 138,672 | 13,975 14,651 | 14,017 | 14,329 | 14,468

1. End of quarter, not at annual rates.

2. Ratio of end-of-quarter inventories to average monthly sales for the quarter.
3. Average expenditure per new car is based on manufacturers’ suggested retail price of each
model (adjusted for options, discounts or premiums, and sales taxes) weighted by its share of

sales; not at annual rates.

Sources: Sales, production, and inventories based on data from Motor Vehicle Manufacturers
Association of the United States, Inc. and Ward’s Automotive Reports and are seasonally adjusted

by BEA; average expenditure per new car estimated by BEA.

major source of car loans. In 1987,
except in the third quarter, interest
rates on finance company loans were
considerably higher than they had
been in 1986 and were also higher
than rates on commercial bank loans.
Interest rates on commercial bank
loans declined in 1987, but were still
above 10 percent at the end of the
model year.

New car prices increased somewhat
more in 1987 than in 1986. The Con-
sumer Price Index for new cars in-
creased 4% percent in 1987, compared
with a 3%-percent increase in 1986;
the increases in each year were more
than the increase for all consumer
prices. In contrast, the average ex-
penditure per new car increased at
the same pace—6% percent—in each
model year.2 For domestic cars, the
average expenditure - increased to
$13,074 in 1987; for imported cars, the
average expenditure increased to
$14,387 (table 1).

2. BEA derives the average expenditure per car by
using the average retail price of each model (adjusted
for options, discounts or premiums, and sales taxes)
weighted by its market share of sales. Movements in
the BEA measure differ from movements in the new
cars component of the Consumer Price Index (CPI) pri-
marily because the CPI, unlike the BEA measure, is
adjusted to remove the influence of quality change on
prices and because the BEA measure, unlike the CPI,
reflects changes in the sales mix and includes cars
sold to business.

The saturation in the new car
market was the result of 4 years of
strength in car sales. During the
1981-82 recession when new car sales
fell sharply, the stock of late-model
cars (new cars purchased in the past 3
years) owned by consumers declined.
Early in the current expansion, new
car sales increased sharply, as con-
sumers—who had postponed replacing
older cars—began making replace-
ment purchases. Cars sales, spurred
by domestic automakers’ sales-incen-
tive programs, continued strong in
model years 1985 and 1986; in 1986,
car sales reached 11.2 million. By the
end of model year 1986, replacement
demand was waning as the stock of
late-model cars owned by consumers
reached a near-record level. Further,
in 1987 the average number of cars
per household was a near-record 1.33,
and the average number of motor ve-
hicles per household was a record
1.83.

As replacement demand subsided, a
larger portion of new vehicle pur-
chases were second and third vehicles
for families. Because families are less
likely to purchase a car as a second or
third vehicle than as a first vehicle,
car sales continued to weaken relative
to truck sales. In 1987, cars were a
record low 68% percent of vehicle
purchases, down from 70 percent in
1986, 75 percent in 1983, ahd T79%
percent in 1981,

Domestic and import sales

Sales of domestic cars dropped 9
percent to 7.3 million in model year
1987, following a 4-percent decline in
1986 (table 1). The 1987 decline was
spread across all size classes. The
largest decline was in sales of inter-
mediate-sized cars, to 2.1 million from
2.5 million in 1986. Sales of full-size
and luxury cars declined to 1.6 mil-
lion from 1.8 million, and sales of
compact and subcompact cars de-
clined to 3.6 million from 3.8 million.

Sales of imported cars, almost all of
which are compact and subcompact
cars, increased 2% percent in model
year 1987 to a record 3.2 million. The
1987 increase was more than account-
ed for by sales of South Korean cars,
which were up nearly threefold to 0.3
million; 1987 was the first full model
year in which South Korean cars
were available in the United States.
Sales of Japanese cars, which ac-
counted for roughly two-thirds of all
imports in 1987, declined to 2.2 mil-
lion from 2.4 million in 1986. The de-
cline in Japanese car sales—the first
substantial decline since 1982—re-
flected a sharp increase in their
prices, largely due to the depreciation
of the dollar against the yen. Sales of
other imported cars changed little in
1987.

For the third consecutive year, do-
mestic intermediate-sized cars and do-
mestic full-sized and luxury cars lost
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market share (percent of total domes-
tic and import sales) to domestic com-
pact and subcompact cars and to im-
ported cars, which are primarily com-
pacts and subcompacts. The market
share of domestic intermediate-sized
cars fell to 20 percent in 1987 from 22
percent in 1986 (chart 3). The market
share of domestic fullsized and
luxury cars decreased slightly to 15%
percent from 16 percent and that of
domestic compact and subcompact
cars—despite the decline in sales—in-
creased slightly to 34 percent from
33%: percent. The market share of im-
ported cars jumped to a record 30%
percent from 28 percent.

Quarterly patterns

From a record high of 12.9 million
units (seasonally adjusted annual
rate) in the third quarter of 1986, car
sales fell sharply in the fourth quar-
ter and in the first quarter of 198T7;
they increased slightly in the second
quarter and jumped sharply in the
third (chart 4). The sales pattern—pri-
marily accounted for by domestic

T CHART 3
Market Share of New Car Sales by
Model Year
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Note.—Based on October through September sales for each model year.
Dala: Motor Vehicle Manufacturers Association of the United States, Inc.
and Ward's Aufomotive Reports.
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cars—Ilargely mirrored the impact of
the domestic automakers’ sales-incen-
tive programs.

Domestic cars.—Domestic automak-
ers offered various sales-incentive pro-
grams, designed to promote sales and
reduce inventories, throughout much
of model year 1985 and nearly all of
model years 1986 and 1987. The pro-
grams, which offered below-market
interest rates or rebates, affected the
timing of sales by encouraging con-
sumers to purchase cars or trucks
earlier than they had planned or to
delay purchases in anticipation of
future incentives. Also, the programs
may have encouraged some consum-
ers who had planned to buy late-
model used cars to buy new cars in-
stead. However, programs offered in
the first three quarters of each model
year were generally limited in cover-
age and only mildly attractive. Conse-
quently, their effect on sales and in-
ventories was moderate. Programs of-
fered in the third quarters of 1985,
1986, and 1987 (the last quarter of
each model year) were especially at-
tractive; these pregrams covered most
models and offered either interest
rates well below those previously of-

fered or sizable rebates. As a result,
these programs sharply boosted sales
and helped cut inventories.

Sales of domestic cars fell to 7.8
million in the fourth quarter of 1986
from 9.5 million in the third. The de-
cline reflected the ending of the at-
tractive incentive programs offered in
the third quarter. Late in the fourth
quarter, in an attempt to promote
sales, automakers initiated new pro-
grams. These programs, for the most
part, did not offer as attractive incen-
tives or cover nearly the number of
models as did the third-quarter pro-
grams. Sales, however, rebounded late
in the fourth quarter as consumers
responded to the programs and to pro-
spective changes in the Federal tax
law. (Effective January 1, 1987, the
Tax Reform Act of 1986 eliminated
the deduction for State sales taxes
and began phasing out the deduction
for interest payments on consumer
loans.) Domestic car production in-
creased to 7.9 million units in the
fourth quarter from 7.4 million in the
third. Domestic car inventories,
mostly held by dealers, increased
slightly to 1.46 million units in the
fourth quarter from 1.33 million in

21

the third. Largely reflecting the sharp-
dropoff in sales, the inventory-sales
ratio rose to 2.24 in the fourth quar-
ter from 1.68 in the third. (A ratio of
around 2.00 is generally regarded as
desirable by the industry.)

Dampened by the changes in Feder-
al tax laws and by the absence of ex-
tensive incentive programs, sales of
domestic cars fell to 6.7 million in the
first quarter of 1987, the lowest level
in 4 years. The fall in sales also may
have reflected decisions by some con-
sumers to postpone purchases in an-
ticipation that automakers would
offer more attractive incentive pro-
grams later in the model year. De-
spite declining sales, domestic auto-
makers maintained production at 7.9

CHART 4

Retail Sales of New Cars
Million units
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1983 1984 1985 1986 1987
Seasonally Adjusted at Annual Rates

Data: Motor Vehicle Manufaclurers Association of the United
Stales, Inc., and Ward’s Automotive Reports; seasonally
adjusted by BEA.
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million in the first quarter. Thus, in-
ventories increased sharply to 1.80
million, and the inventory-sales ratio
jumped to 3.21, the highest level since
the fourth quarter of 1981.

Although sales increased slightly to
7.0 million in the second quarter, they
remained considerably below levels in
most of 1984-86. Again, some consum-
ers may have postponed purchases in
anticipation of new incentive pro-
grams at the end of the model year: A
survey commissioned by a domestic
automaker found that nearly one-half
of potential car buyers expected more
attractive incentive programs to be of-
fered in the third quarter. To reduce
high inventories, automakers cut pro-
duction to 7.1 million by temporarily
closing plants and by converting
plants for new models early and for
extended periods of time. Domestic
car inventories remained at 1.80 mil-
lion, and the inventory-sales ratio de-
clined only slightly to 3.07.

Sales of domestic cars jumped to 8.0
million in the third quarter, reflect-
ing the introduction of more attrac-
tive sales-incentive programs. Sales,
however, were well below the third-
quarter 1986 rate. The lower rate of
sales in the third quarter of 1987 re-
flected the year-long weakness in new
domestic car sales discussed above
and the fact that the incentive pro-
grams were less attractive than those
offered a year earlier. Third-quarter
1987 programs were similar to pro-
grams offered in the third quarter of
1986, but the 1987 programs were a
less dramatic improvement over the
limited programs offered in preceding
quarters. Further, because the differ-
ence between interest rates offered
under the programs and rates avail-
able from other sources of finance
were smaller in 1987, the incentives
amounted to a smaller portion of the
cost of buying a new car (price and fi-
nance costs) than in the preceding
year. In 1987, the third-quarter incen-
tive programs amounted to 5 percent
of the cost of buying a new car, com-
pared with 3 percent for first- and
second-quarter programs. In 1986, the
third-quarter programs amounted to 6
percent of the cost of buying a new
car, compared with 2 percent for first-
and second-quarter programs. Domes-
tic automakers also cut production—
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to 6.3 million—in order to reduce in-
ventories. Domestic car inventories
fell sharply to 1.36 million, and the
inventory-sales ratio fell to 2.06.

Imported cars.—Sales of imported
cars were 3.5 million in the fourth
quarter of 1986, the same as in the
third quarter. For the most part, for-
eign automakers had not offered in-
centive programs in the third quarter
of 1986; thus, sales of imported cars
were not shifted from the fourth
quarter to the third. Further, the pro-
visions of the Tax Reform Act of 1986
that made it advantageous to pur-
chase cars before January 1, 1987,
helped support the level of sales of
imported cars in the fourth quarter.
In the first quarter of 1987, sales of
imports fell to 2.8 million, the lowest

level in nearly 2 years. After increas-
ing to 3.0 million in the second quar-
ter, sales of imports jumped to a
record 3.6 million in the third. The
third-quarter increase reflected, in
part, incentive programs offered by
foreign automakers in an attempt to
compete with the domestic incentive
programs.

New Trucks

Truck sales, at a record 4.9 million
units in model year 1987, were little
changed from last year. Truck sales
had increased 4 percent in 1986 and
14% percent in 1985. v

Sales of light trucks (up to 10,000
pounds gross vehicle weight) were un-
changed from last year at 4.57 mil-
lion. These trucks include light con-
ventional pickups, compact pickups,
sport utility vehicles, and passenger
vans. About three-fifths of light
trucks purchases are for personal use,
and, consequently, many of the same
developments that affected car sales
also affected light truck sales. Howev-
er, light truck sales were relatively
stronger than car sales again in 1987.
The share of motor vehicles purchases
accounted for by light trucks reached
a record 29% percent in 1987, up
from 28% percent in 1986, 23% per-
cent in 1983, and 18% percent in
1981. The relative strength of light
truck sales in 1987 reflected, in part,
the fact that a larger portion of vehi-
cle purchases were second and third
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vehicles for families. Light trucks
offer recreational and utility features,
such as increased passenger- or load-
carrying capacity, not available in.
cars; families purchasing a second or
third vehicle often purchase a truck
for these features. A survey by the
University of Michigan’s Survey Re-
search Center showed that in 1986
trucks accounted for only 1 in 10 of
first vehicles owned by a family, but
accounted for 4 in 10 of additional ve-
hicles. Further, in many instances,
light trucks are priced lower than
comparably equipped cars.

Sales of light domestic trucks
changed little at 3.69 million in 1987.
Sales of imported trucks, mostly small
pickups from Japan, were unchanged
at 0.88 million; however, sales of im-
ported trucks edged up to a record 19
percent of total light truck sales in
1987.

Sales of ‘“other” domestic trucks
(over 10,000 pounds gross vehicle

CE TR CHARTS
Retail Sales of New Trucks

Million units

- Light Domestic

' . Impots

" OtherDomestic

Nl R
1983 1984 1985 1986 1987
Seasonally Adjusted at Annual Rates

Note.—Refail sales of domestic trucks are classified by gross vehicle
weight as light (up to 10,000 pounds) and “other” (over 10,000 pounds).
imported trucks include imports by U.S. manufacturers.

Data: Molor Vehicle Manufacturers Association of the Uniled States,
Inc. and Ward’s Automotive Reports; seasonally adjusted by BEA.

U.8. Department of Commerce, Bureau of Economic Analysis 87145
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weight) were unchanged at 0.29 mil-
lion in 1987. These trucks, nearly all
purchased by business, range from
medium-duty general delivery trucks
to heavy-duty diesel tractor-trailers.

The quarterly pattern of truck sales
in model year 1987 generally reflected
sales of light domestic trucks, which
were affected by the terms and timing
of the sales-incentive programs. Truck
sales fell to 4.72 million in the fourth
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quarter of 1986 from 5.60 million in
the third (chart 5). The fall was more
than accounted for by sales of light
domestic trucks, which had been
boosted by attractive sales-incentive
programs in the third quarter; sales
of both “other” domestic and import-
ed trucks increased. In the first quar-
ter of 1987, truck sales declined fur-
ther to 4.42 million. The decline was
accounted for by imports; sales of
both light domestic and “other” do-
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mestic trucks changed little. In the
second quarter, truck sales jumped to
5.00 million; sales of all truck catego-
ries increased. In the third quarter,
sales of trucks increased to 5.29 mil-
lion. The increase was more than ac-
counted for by light domestic trucks,
which were, for the most part, cov-
ered by the extensive incentive pro-
grams; sales of ‘“other” domestic
trucks changed little, and sales of im-
ported trucks declined slightly.



Composite Indexes of Leading, Coincident,
and Lagging Indicators

Editor’s Note—

This article inaugurates the presentation in the SURVEY OF CURRENT
BUSINESS of more information about BEA’s composite indexes of leading,
coincident, and lagging indicators. Typically, the SURVEY will carry a table
providing a summary of recent composite index data and a chart providing
a longer term perspective. Occasionally, the SURVEY will carry a topical

discussion; the discussion in this issue’s “Business Situation,” describing
the impact of recent stock market developments on the composite index of
leading indicators, is an example.

Barry A. Beckman and Tracy R. Tapscott compiled this article from
descriptions of the composite indexes in Business Conditions Digest and
the Handbook of Cyclical Indicators.

THE current economic expansion,
which marked its 60th month in
November, has surpassed in length all
other expansions since World War II
except that of 1961-69 (table 1). Both
the longevity of the current expansion
and recent developments, such as the
sharp drop in prices on the stock mar-
ket, have focused attention on business
cycles and business cycle research.

One technique developed in business
cycle research and widely used as a tool
for analyzing current economic condi-
tions and prospects is the cyclical indi-
cators approach. This approach identi-
fies as cyclical indicators specific eco-
nomic time series that tend to lead,
coincide with, or lag the broad move-
ments of the business cycle.! Much of
the original work on cyclical indicators
was conducted by the National Bureau
of Economic Research, Inc. (NBER),
which published its first list of cycli-
cal indicators in 1938. In 1961, the
Bureau of the Census began reporting
on business conditions in the monthly
Business Cycle Developments, which
emphasized the cyclical indicators ap-
proach.

In 1972, the Bureau of Economic
Analysis (BEA) assumed responsibil-
ity for the cyclical indicators and the
publication, which had been renamed
Business Conditions Digest (BCD).

1. Business cycles have been defined as sequences
of expansion and contraction (recession) in various eco-
nomic processes. that show up as major fluctuations
in aggregate economic activity—that is, in comprehen-
sive measures of production, employment, income, and
trade. While recurrent and pervasive, business cycles
of historical experience have been nonperiodic and have
varied greatly in duration and intensity, reflecting dif-
ferences in economic systems, conditions, policies, and
outside disturbances.
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BEA then carried out—with the coop-
eration of NBER—a comprehensive re-
view of the cyclical indicators system
that led to the introduction in 1976 of
a new set of cyclical indicators. One
major purpose of this new set—arrived
at by adding some indicators, deleting
some, and modifying others—was to
take into account the effect of inflation
in the dating and analysis of business
cycles. Subsequently, revisions were
made in 1979 and in 1983. BEA now
has underway another comprehensive
review, drawing on the work done at
the Center for International Business
Cycle Research at Columbia Univer-
sity.

At the forefront of BEA’s cyclical in-
dicators system are the composite in-
dexes of leading,. coincident, and lag-
ging indicators. These summary mea-
sures, which are designed to signal
changes in the direction of aggregate
economic activity, have been published

Table 1.—Business Cycles, 1945 to the Present

Business cycle reference dates Duration in months
Reces-
sion Expan-
Trough Peak (t;‘rooﬁh (t:;?;;h
previous | to peak)
peak)
October 1945 N ber 1948 37
October 1949 July 1953 11 45
May 1954......creinnne August 1957............... 10 39
April 1958 April 1960 8 24
February 1961........... December 1969.......... 10 106
November 1970......... November 1973 ......... 11 36
March 1975 January 1980 16 58
July 1980 July 1981 6 12
November 1982........ coiesnrinnesisemensissens 16 i

Note.—Trough marks the low point at the end of a reces-
sion; peak marks the high point at the end of an expansion.

Source: National Bureau of Economic Research, Inc.

since 1968. Each index measures the
average behavior of a group of eco-
nomic time series that show similar
timing at business cycle turns but rep-
resent widely differing activities or sec-
tors of the economy (table 2). The se-
ries that tend to lead at business cy-
cle turns are combined into one index,
those that tend to coincide into an-
other, and those that tend to lag into
a third.

The components of the indexes were
selected with the help of a formal, de-
tailed scoring system that places par-
ticular emphasis on cyclical timing.?
The indexes incorporate the best-
scoring series from many different
economic-process groups and combine
those with similar timing behavior, us-
ing their overall performance scores as
weights. Because the combination of
prompt availability and reasonable ac-
curacy is an especially important re-
quirement of composite indexes, only
monthly series that are available on
a timely basis and are not subject to
large revisions are considered when se-
lecting components of the three com-
posites.

Because they are based on series
of historically tested usefulness and
given timing characteristics, with di-
versified economic coverage and a min-
imum of duplication, composite in-

dexes give more reliable signals over

2. All cyclical indicators are evaluated according to
seven major characteristics: Cyclical timing, economic
significance, statistical adequacy, conformity to busi-
ness cycles, smoothness, prompt availability (currency),
and revisions. Table 7 of the Handbook of Cyclical In-
dicators presents the scores for the cyclical indicator
series.
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time than do any of the individual in-
dicators. Furthermore, independent
measurement error and other “noise”
in the included series are smoothed out
in the composite indexes.

Method of construction

The procedures used to construct the
composite indexes help counter certain
difficulties of combining economic time
series—the tendencies of volatile se-
ries tc dominate the average and of
some series to perform better than oth-
ers with regard to relevant criteria.
Further, the procedures enhance the
usefulness of the three composite in-
dexes as a consistent system. Impor-
tant aspects of these procedures—the
component standardization of ampli-
tude, weighting, index standardization
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of amplitude, and trend adjustment—
are highlighted in the explanation that
follows.®

1. Measures of change, standardiza-
tion, and weighting of the compo-
nents.

a. Month-to-month percent changes
or differences are calculated for
each component series. To ensure
symmetrical treatment of positive
and negative changes, the percent
changes are computed using the
formula 200(B — A)/(B+ A), where
A is the value for the first month
and B is the value for the second

3. For an alternative, algebraic explanation of the
material in this section, see the Handbook of Cyclical
Indicators, p. 69.
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month.? For series (such as first
differences) that can contain zero
or negative values, and for series
that already are in percentage or
ratio form, simple month-to-month
differences (B — A) are computed.
b. To prevent the more volatile com-
ponent series from dominating the

4. The conventional formula for calculating the per-
cent change over a given timespan is 100(B — A)/A,
where A is the beginning value and B is the ending
value. In the modified formula, the sum of A and B is
used as the denominator to keep positive and negative
percent changes symmetrical. For example, consider a
series with consecutive values of 4, 8, 4, 8, 4, 8, and 4.
Although there is no upward trend in this series, the
conventional percent-change formula yields an average
change of +25 percent, because there are an equal num-
ber of 100-percent increases and 50-percent decreases.
The modified formula yields an average change of zero,
because there are an equal number of increases and de-
creases of 67 percent. (Adapted from Signals of Reces-
sion and Recovery, by Julius Shiskin, National Bureau
of Economic Research, 1961.)

Table 2.—Classification of Composite Index Components by Economic Process

Economic
Process Empg:l}gnent Production and g:;(fgrggggrsl” Fixed capital Invie;r;bgrrl'il:giyand Prices, costs, Money and
Index unemployment income and deliveries Investment investment and profits credit
Leading Average weekly Manufacturers’ | Index of net Change in Change in Money supply
indicators hours of new orders in business manufactur- sensitive M2 in 1982
production or 1982 dollars, formation ' ing and trade materials dollars
nonsuperviso- consumer inventories on prices,
ry workers, goods and Contracts and hand and on smoothed Change in
manufactur- materials orders for order in 1982 business and
ing industries plant and dollars, Index of stock consumer
equipment in smoothed prices, 500 credit
Average weekly Vendor 1982 dollars common outstanding
initial claims performance, stocks
for percent of Index of new
unemploy- companies private
ment receiving housing units
insurance, slower authorized by
State deliveries local building
programs permits
Coincident Employees on Personal income | Manufacturing
indicators nonagricul- less transfer and trade
tural payrolls payments in sales in 1982
1982 dollars dollars
Index of
industrial
production
Lagging Average Ratio, Index of labor Average prime
indicators duration of manufactur- cost per unit rate charged
unemploy- ing and trade of output, by banks
ment in weeks inventories to manufactur-
sales in 1982 ing (actual Commercial and
dollars data as a industrial
percent of loans
trend) outstanding in
1982 dollars
Ratio, consumer
installment
credit
outstanding to
personal
income

1. Beginning with data for January 1984, this comp

t has been

ded from the leadi

index.

P
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index, the monthly changes (per-
cent changes or differences, as
computed in the preceding step)
for each component are standard-
ized to make the average of their
absolute values equal to one. This
standardization is accomplished
for each component by dividing the
monthly changes by their long-run
historical average change, without
regard to sign. This average is the
component standardization factor.
(Long-run average changes are re-
computed only when the composite
index undergoes a comprehensive
revision.)

Table 3.—Standardization Factors and Weights
for Composite Index Components

Standard-

Component series ization |Weight 2
factor t
Leading index components:
Average weekly hours of production or
nonsupervisory workers,
f: ing 0.467 1.014
Average weekly initial claims for
unemployment insurance, State
programs * 5374 1.041
Manufacturers’ new orders in 1982
dollars, consumer goods and materials
industries 2.818 973
Vendor performance, percent of
companies receiving slower deliveries* ... 3.840 1.081
Index of net business formation 4................| 996 973
Contracts and orders for plant and
equipment in 1982 dollars.......cccovveeroenrened 6.194 946
Index of new private housing units
authorized by local building permits ....... 5.064 1.054
Change in manufacturing and trade
inventories on hand and on order in
1982 dollars, smoothed® 5 .........cooeeerecrienns 5.855 986
Change in sensitive materials prices,
smoothed* 5 324 892
Index of stock prices, 500 common stocks .. 2.633 1.149

Money supply M2 in 1982 dollars............c.... A17 932
Change in; busjness and consumer credit

2.627 959
Coincident index p t:
Employees on nonagricultural payrolis....... .321 1.064
Personal income less transfer payments
in 1982 dollars 502 1.003
Index of industrial production 924 1.028
Manufacturing and trade sales in 1982
dollars 1.021 905
Lagging index components:
Average duration of unemployment in
weZis 8 3.587 1.098

Ratio, manufacturing and trade
inventories to sales in 1982 dollars*® ......., 016 894

Index of labor cost per unit of output,
manufacturing—actual data as a

percent of trend*.......cvicniieninnincennnns b57 .868
Average prime rate charged by banks* ...... €.376 1.123
. Commercial and industrial loans
outstanding in 1982 dollars........cccoccrnerrnes .901 1.009
Ratio, consumer installment credit
outstanding to personal income® .............. .062 1.009

* First differences rather than symmetrical percent changes
are computed for this series.

1. Except as noted, standardization factors are computed
over the period 1948-81.

2. The weight for a given series is the ratio of its perform-
ance score to the average score of all series in that index.

3. Changes for this series are inverted; i.e., they are multi-
plied by —1.

4. Beginning with data for January 1984, this component has
been suspended from the leading index. )

5. This series is a 4-term moving average (weighted 1,2,2,1)
placed on the terminal month of the span.

6. This dardization factor is computed over the period
1966-81.
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¢. For each month, a weighted av-
erage of the standardized changes
for all available components is
computed. The weight for each
component reflects the overall per-
formance score of that series as
a cyclical indicator. (See foot-
note 2 for a list of the factors
that determine a series’ score.)
Thus, the better-performing series
are assigned higher weights in
the composite index. The weights
and standardization factors for the
components of the three major
composite indexes are shown in ta-
ble 3.

2. Standardization and cumulation of
the index.

a. For the leading and lagging com-
posite indexes, the weighted av-
erages computed in the preced-
ing step are subjected to an
index standardization procedure
that makes their long-run aver-
ages, without regard to sign, equal
to the corresponding average for
the coincident index. This is done
to facilitate the use of the three
composite indexes as a consistent
system. To standardize the lead-
ing index, its average weighted
changes (as computed in step 1c)
are divided by the ratio of their
long-run average to the corre-
sponding average for the coinci-
dent index. The lagging index is
standardized in the same manner.
These ratios of the long-run aver-
ages are the index standardization
factors and are shown in table 4.

b. The standardized average chang-
es computed in the previous step
are cumulated into a raw index,
which is used in deriving the trend
adjustment factor. This raw in-
dex is computed using the follow-
ing procedure: A value of 100 is as-
signed to the index for the initial
month (month ), and the value
for the following month (month D)
is computed by applying the for-
mula D = C(200 + r)/(200 — r),
where r is the standardized aver-
age change between months ¢ and
D. The value for the third month
(month E) is computed from the re-
lationship E = D(200+r)/(200— r),
where r is the standardized av-
erage change between months D
and E. The index values for sub-
sequent months are computed in
the same manner. The factor
(200 + r) /(200 — r) in these formu-
las converts the symmetrical per-
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Table 4.—Index Standardization Factors

Average Index
Composite index absolute standardiza-
change ! tion factor 2
Leading index......cooeueviecvinivrennnns 0.496 0.582
Coincident index 852 1.000
Lagging indeX......ccoooevcuvivenniennenns .602 07

1. The average absolute change for each index is obtained as
follows: (a) For each month, a weighted average of the stand-
ardized changes of all components in that index is computed;
(b) a longterm (1948-81) average without regard to sign is
calculated from these monthly averages.

2. This measure is the ratio of the average absolute change
indeach index to the average absolute change in the coincident
ndex.

cent changes (see step la) to con-
ventional percent changes.

3. Adjustment of the trend. A trend ad-
justment procedure is used to make
the trends in the three composite in-
dexes equal to the average of the
trends in the components of the coin-
cident index.5 This trend can be con-
sidered a linear approximation of the
secular movement in aggregate eco-
nomic activity. Although the purpose
of the composite indexes is to indicate
directional changes in aggregate eco-
nomic activity, many users also view
them as indicators of levels of activ-
ity. The trend adjustment procedure
facilitates the use of the indexes as
cyclical measures within a consistent
system.

a. Establishing the target trend:

(1) Using the business cycle aver-
age method, a log-linear trend
is computed from the origi-
nal seasonally adjusted data
for each of the components of
the coincident index. First,
the average monthly value
for the initial cycle (measured
between specific cycle peak
dates) and the corresponding
value for the terminal cycle
are determined. Then, the
percent change from the ini-
tial cycle average to the ter-
minal cycle average (each cen-
tered at the middle of its cy-
cle) is converted to a monthly
rate by the compound interest
formula.

5. This trend adjustment procedure is derived from
the “reverse trend adjustment” technique developed by
Julius Shiskin and applied to the leading index prior
to November 1976. (Julius Shiskin, “Reverse Trend
Adjustment of Leading Indicators,” The Review of Eco-
nomics and Statistics, Vol. XLIX, No. 1, February 1967,
pp. 45—49.) The earlier technique removed the original
trend from the leading index and replaced it with the
trend of the coincident index. The trends of the coinci-
dent and lagging indexes were not altered.
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Table 5.—Target Trend Computation
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Table 6.—Trend Adjustment Factors

Month- Specific cycles (peak to [Percent]
lyd L peak) Trond
Component series tren o Trend in raw Tren
per. | mitial Terminal Composite index index 1 adjustment
Employees on nonagricultural payrolls 0.186 | Sept. 1948 Mar. 1980 to Leading indeX......cevoeuneeonienonss 0.132 +0.139
to June July 1981
1953 Coincident index 446 -.175
Personal income less transfer payments in 1982 dollars .281| Oct. 1948 to | Jan. 1980 to Lagging indeX......omvvnmmmrnsveennsns .253 +.018
June 1953 Aug 1981
i i i 1. See the text for the method used to compute the trends.
Index of industrial production 834 Juj{rﬂlf)zligst?:) Mgﬁllt)l’g)gio 2. The trend adjustment factor is the target trend (0.271)
Y Y minus the trend in the raw index.
Manufacturing and trade sales in 1982 dollars 282 Dec. 1948 to | Mar. 1979 to
Mar. 1953 Feb 1981
Target trend 2 271 . .
il leading index components, 3 of 4 co-

1. The percent change from the average monthly value in the initial specific cycle to the average monthly value in the
terminal specific cycle, with each average centered at the middle of its cycle, is converted to a monthly rate by the compound

interest formula.

2. The target trend is the simple average of the monthly trends in the four components.

(2) The trends derived in the pre-
ceding step for the individ-
ual components of the coinci-
dent index are averaged (with
equal weights) to obtain the
target trend. Table 5 illus-
trates the computation of the
target trend.

b. Trend adjusting the composite in-
dexes:

(1) Trends are computed for the
raw indexes of the leading,
coincident, and lagging com-
posites using the method de-
scribed in step 3a(l).

(2) The differences between the
target trend and the raw in-
dex trends computed in the
preceding step are the trend
adjustment factors. For each
index, the trend adjustment
factor is added to the stan-
dardized average changes de-
rived in step 2a. The raw in-
dex trends and the trend ad-
justment factors are shown in
table 6.
The trend-adjusted changes
resulting from the preceding
step are cumulated, using the
method described in step 2b,
to produce the leading, coin-
cident, and lagging composite
indexes.®

(3)

6. Because of the sequence used in the adjustment
procedures, the trends of the three composite indexes
are equal, but the average monthly changes, without
regard to sign, are only approximately equal. If the
index standardization described in step 2 had been ap-
plied after—rather than before—the trend adjustment,
the average monthly changes in the three indexes would
be equal, but the trends would be only approximately
equal. Because the trend adjustment can affect the
cyclical timing of the indexes and the index standard-

c. Finally, each index is converted to
the desired base year (currently
1967) by dividing each term by the
average value of the index in the
base year and multiplying by 100.

Monthly updating

Near the end of each month, the com-
posite indexes are updated by comput-
ing the preliminary estimates for the
previous month and recomputing the
preceding 11 monthly values. For each
index, one or two component series typ-
ically are not available in time to be
included in the preliminary estimate
for a month. The first computation of
the indexes normally includes 9 of 11

ization cannot, precise equalization of the trends is con-
sidered more important than precise equalization of the
average monthly changes.

incident index components, and 4 of
6 lagging index components. Prelimi-
nary data for the missing components
and revisions for the other components
are included the following month when
the indexes are recomputed. Because a
composite index averages the behavior
of its available components, the abso-
lute contribution of an unrevised com-
ponent will decline from the prelimi-
nary index computation to the follow-
ing month’s recomputation as the num-
ber of components being averaged in-
creases.

Chart 6 shows the composite indexes
of leading, coincident, and lagging indi-
cators from 1968 to the present. Data
and percent changes for the last year
are shown in table 7. For a discus-
sion of recent movements in the index
of leading indicators, see the “Business
Situation” article in this issue of the
SURVEY.

The box on this page describes BEA’s
publications and other products that
feature the composite indexes.

The composite indexes of leading, coincident, and lagging indicators are featured in the
Business Conditions Digest (BCD), a monthly publication containing charts and tables for more
than 300 economic time series. BCD includes more than 100 cyclical indicators, plus other series
that help evaluate current and prospective economic conditions. Appendixes provide historical
data, cyclical comparison charts, and data sources. The Handbook of Cyclical Indicators (1984),
a supplement to BCD, contains series descriptions and historical data (1947-82) for all series
that appear in BCD. Both publications are available from the Superintendent of Documents,
U.S. Government Printing Office, Washington, DC 20402:

Business Conditions Digest. List ID: BCD, price $44.00 per year, $4.00 single issue.

Handbook of Cyclical Indicators. Stock No. 003-010-00127-5, price $5.50.

Payment may be by check or money order (made payable to Superintendent of Documents)
or charged to a GPO deposit account number, VISA, or MasterCard. To order by phone, call
(202) 783-3238.

Current data for the composite indexes of leading, coincident, and lagging indicators also are
available in summary form in monthly BEA Reports. These reports are available from Economic
and St