Chapter 11

International Investment Position Accounts

11.1. This chapter presents the methodology for statistics published in the InE
ternational Investment Position (IIP) Accounts. It includes major sections for the
functional categories of direct investment, portfolio investment, financial derival
tives other than reserves, other investment, and reserve assets. Each category
and its published components are discussed in the order they are presented in IIP
table 1.2, U.S. Net International Investment Position at the End of the Period, Ex@
panded Detail, shown below. Additional IIP account statistics are published in
other tables that are referenced in this publication and that can also be found on
the BEA Web site.

IIP Table 1.2. U.S. Net International Investment Position
at the End of the Period, Expanded Detail—Continues

Line Type of investment
1|U.S. net international investment position (line 4 less line 35)
2| Netinternational investment position excluding financial derivatives (line 5 less line 36)
3| Financial derivatives other than reserves, net (line 6 less line 37)
4| U.S. assets
5 Assets excluding financial derivatives (sum of lines 7, 10, 21, and 26)
6 Financial derivatives other than reserves, gross positive fair value (line 15)
By functional category:
7 Direct investment at market value
8 Equity
9 Debt instruments
10 Portfolio investment
11 Equity and investment fund shares
12 Debt securities
13 Short term
14 Long term
15 Financial derivatives other than reserves, gross positive fair value
16 Over-the-counter contracts
17 Single-currency interest rate contracts
18 Foreign exchange contracts
19 Other contracts
20 Exchange-traded contracts
21 Other investment
22 Currency and deposits
23 Loans
24 Insurance technical reserves
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http://www.bea.gov/iTable/iTable.cfm?ReqID=62&step=1%23reqid=62&step=6&isuri=1&6210=1&6200=2#reqid=62&step=1&isuri=1&6210=1&6200=2
http://www.bea.gov/iTable/iTable.cfm?ReqID=62&step=1%23reqid=62&step=6&isuri=1&6210=1&6200=2#reqid=62&step=1&isuri=1&6210=1&6200=2
http://www.bea.gov/international/index.htm
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IIP Table 1.2. U.S. Net International Investment Position
at the End of the Period, Expanded Detail—Table Ends

Line Type of investment
25 Trade credit and advances
26 Reserve assets
27 Monetary gold
28 Special drawing rights
29 Reserve position in the International Monetary Fund
30 Other reserve assets
31 Currency and deposits
32 Securities
33 Financial derivatives
34 Other claims
35| U.S. liabilities
36 Liabilities excluding financial derivatives (sum of lines 38, 41, and 56)
37 Financial derivatives other than reserves, gross negative fair value (line 50)
By functional category:
38 Direct investment at market value
39 Equity
40 Debt instruments
41 Portfolio investment
42 Equity and investment fund shares
43 Debt securities
44 Short term
45 Treasury bills and certificates
46 Other short-term securities
47 Long term
48 Treasury bonds and notes
49 Other long-term securities
50 Financial derivatives other than reserves, gross negative fair value
51 Over-the-counter contracts
52 Single-currency interest rate contracts
53 Foreign exchange contracts
54 Other contracts
55 Exchange-traded contracts
56 Other investment
57 Currency and deposits
58 Loans
59 Insurance technical reserves
60 Trade credit and advances
61 Special drawing rights allocations

11.2. 1IP table 1.2 presents end-of-quarter positions for assets and liabilities
by functional category and by type of financial instrument. IIP table 1.3 presents
end-of-year positions classified the same way as in IIP table 1.2 but also disaggrel
gates the change in position for the calendar year by financial-account transac
tions and by other changes in position. The latter is further disaggregated into
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price changes, exchange-rate changes, and changes in volume and valuation

n.i.e. lIP table 2.1 presents direct investment positions at market value on an

asset/liability basis and converts these positions to a directional basis and, in
turn, to positions at historical cost on a directional basis. IIP table 3.1 presents
the IIP for U.S. liabilities to foreign official agencies.

11.3. The IIP accounts are classified and presented for each of the functional
categories that are used for primary income in the current account of the Inter2
national Transactions Accounts (ITAs) and for transactions in the financial ac
count of the ITAs. Within the functional categories, the IIP account is further
classified by type of financial instrument, similar to the detail for primary inl
come and financial account transactions, with additional detail for financial del
rivatives other than reserves. In addition, the IIP includes the functional category
financial derivatives other than reserves. The financial account of the ITAs and
the IIP accounts are closely related: the position at the end of a period equals the
value at the start of the period plus financial-account transactions for the current
period plus valuation and volume changes that occur during the period.

11.4. Price changes apply to equity asset and liability positions for direct ini
vestment and portfolio investment, some debt instrument asset and liability po
sitions for portfolio investment, and monetary gold and securities positions for
reserve assets. Exchange-rate changes represent the gain or loss on foreign-curi
rency denominated assets and liabilities due to their revaluation to U.S. dollars at
end-of-period exchange rates. These changes apply to direct investment equity
assets, portfolio investment assets and debt security liabilities, other investment
assets and liabilities, and reserve assets. Changes in volume and valuation n.i.e.
include changes in assets and liabilities that are not due to transactions or revalul@
ations or that cannot be separately identified as transactions or revaluations.

Direct Investment

Concepts and coverage

11.5. Direct investment is a category of cross-border investment associated
with a resident in one economy having control or a significant degree of influence
on the management of an enterprise resident in another economy. For both asi
sets and liabilities, the major published components are equity and debt instru-
ments. Generally, direct investment indicates a long-term relationship with the
management of a foreign enterprise. Ownership or control of 10 percent or more
of the nonresident entity’s voting securities is the threshold for separating direct
investment from other types of investment.

11.6. IIP table 2.1 presents direct investment positions first on the asset/liabilC
ity basis recommended by BPM6 for aggregate direct investment statistics and
then on the directional basis—outward and inward depending on whether the dil
rect investor is a U.S. resident or a foreign resident. Direct investment positions
on the directional basis can be viewed as the equity and debt financing provided
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Price changes
Terms
Change in the value of an asset or a liability in the IIP accounts from the beginning to the end of a period due to changes in the market price of the security.

Exchange-rate changes
Terms
Change in the value of an asset or a liability in the IIP accounts from the beginning to the end of a period due to changes in the value of the currency of issue versus local currency.

Changes in volume and valuation n.i.e.
Terms
Change in the value of an asset or a liability in the IIP accounts from the beginning to the end of a period due to changes other than financial transactions, price changes, and exchange-rate changes.

Market value
Terms
Amount that willing buyers pay to acquire something from willing sellers. The exchanges are made between two independent parties and on the basis of commercial considerations only.

Directional basis
Terms
Method of presenting direct investment statistics under which the financial flows and positions are organized according to the direction of the direct investment relationship (outward vs. inward). Reverse investment and certain types of investment in fellow enterprises are subtracted from gross outward and inward flows and positions. An alternative presentation is the asset/liability principle. The directional principle is used for classifying direct investment flows and positions by partner country and by industry.

Historical cost
Terms
Valuation of assets based on the value recorded in the financial accounts of the enterprise at the time the asset was acquired. Historical cost is the basis on which companies can most easily report data for BEA’s direct investment surveys.

Functional categories
Terms
In the U.S. international economic accounts, functional categories are the primary classification system used for financial transactions, positions, and income. The five functional categories of investment are direct investment, portfolio investment, financial derivatives other than reserves, other investment, and reserve assets.

Financial instrument
Terms
Consists of the full range of financial contracts between institutional units and that may give rise to financial claims. A claim is a financial instrument that gives rise to an economic asset with a counterpart liability. Financial instruments are classified as equity and investment fund shares, debt instruments, and other financial assets and liabilities.

Financial derivatives other than reserves
Terms
Financial instruments that represent securities providing payoffs that are based on the values of other assets such as commodity prices, securities prices, or market index values. Examples are futures, forwards, options and swaps. It is also a functional category of investment.


Direct investment
Terms
Functional category for primary income and the financial account of the ITAs and for the IIP accounts that refers to an investment by a resident entity in one economy that represents a lasting interest in an enterprise resident in another economy. The lasting interest implies the existence of a long-term relationship between the direct investor and the enterprise and a significant degree of influence by the investor on the management of the enterprise. Lasting interest is determined by a 10 percent or more ownership share.

Equity
Terms
Financial instruments that represent claims to the residual values of incorporated enterprises. Includes common stocks, preferred stocks, restricted stocks, and depository receipts.

Debt instruments
Terms
Direct investment that results from changes in net outstanding loans between parents (or for inward investment, other foreign parent group members and their affiliates, including loans by parents to affiliates and loans by affiliates to parents.


by the parent company to their affiliates or as the parents’ net financial claims on
their affiliates.?

11.7. The direct investment statistics on an asset/liability basis are useful for
macroeconomic analysis because these statistics are consistent with the statistics
for the other functional categories as well as other macroeconomic statistics. The
statistics on a directional basis are useful for analyzing the motivation for direct
investment, such as identifying the foreign countries in which U.S. multinational
enterprises (MNEs) are directly investing, or the U.S. industries in which foreign
direct investors are directly investing. BEA reports statistics on direct investment
positions at historical cost, at market value, and at current cost. IIP table 2.1
shows the conversion of direct investment positions from the asset/liability basis
to the directional basis and the conversion from market-value positions to historf
ical-cost positions. Current-cost positions are shown as alternative current-price
positions.

11.8. The asset/liability direct investment positions at market value are feal@
tured in the IIP accounts because market valuation is used for other functional
categories in these accounts. However, market values are often not available for
direct investment because the equity for many direct investment enterprises is
not listed on stock exchanges. Consequently, as described below, the market valZ
ues of the direct investment positions are estimated using historical cost data coll@
lected on BEA's direct investment surveys and information from stock price
indexes.

Departures from BPM6

11.9. The coverage and presentation of direct investment in the IIP accounts
closely follow BPM6 recommendations with the exception of classifications for
reverse investment and fellow enterprises due to limitations in BEA’s source
data. Although BEA’s direct investment surveys capture reverse debt investment,
they are not designed to fully capture reverse equity investment.? The surveys
capture investments between majority-owned fellow enterprises but not with
those fellow enterprises that are minority-owned, as called for in BPM6 and BD4.

Key data sources

11.10. BEA Survey Data. Statistics for the historical cost direct investment pol
sition are based largely on data collected on BEA’s quarterly, annual, and benchi@
mark direct investment surveys. The Quarterly Survey of U.S. Direct Investment
Abroad (BE-577) and the Quarterly Survey of Foreign Direct Investment in the
United States (BE—605) collect the information on financial transactions and posil?
tions between parents and their affiliates needed to construct the IIP accounts.

11.11. Each year, the data from the quarterly surveys are reconciled to the Anf
nual Survey of U.S. Direct Investment Abroad (BE—11) and to the Annual Survey

1. For inward investment, the direct investment position data measure the U.S. affiliate’s posil
tions with its foreign parent and other members of its foreign parent group.

2. BEA has included questions to gauge the magnitude of reverse equity investment on its direct
investment benchmark surveys. Results from the 2009 benchmark survey of U.S. direct investment
abroad indicate that reverse equity investment was immaterial, while data from the 2012 bench®
mark survey of foreign direct investment are under review.
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Historical cost
Terms
Valuation of assets based on the value recorded in the financial accounts of the enterprise at the time the asset was acquired. Historical cost is the basis on which companies can most easily report data for BEA’s direct investment surveys.

Market value
Terms
Amount that willing buyers pay to acquire something from willing sellers. The exchanges are made between two independent parties and on the basis of commercial considerations only.

Current cost
Terms
Valuation of assets based on the prices prevailing at the time of valuation. It incorporates the effects of both depreciation and changes in market prices.

Reverse investment
Terms
Direct investment by affiliates (direct investment enterprises) in their parent or parent group (direct investor). This direct investment usually consists of debt rather than equity.

Fellow enterprises
Terms
Enterprises that have no direct investment relationship with one another but that have a common direct investor.

Foreign parent group
Terms
The foreign parent group of a U.S. affiliate consists of (1) the foreign parent, (2) any foreign person (including a company), proceeding up the foreign parent’s ownership chain, that owns more than 50 percent of the person below it, up to and including the ultimate beneficial owner (UBO), and (3) any foreign person, proceeding down the ownership chain(s) of each of these members, that is owned more than 50 percent by the person above it.



of Foreign Direct Investment in the United States (BE—15). Once every five years,
the data from the quarterly surveys are reconciled to the Benchmark Survey of
U.S. Direct Investment Abroad (BE—10) and to the Benchmark Survey of Foreign
Direct Investment in the United States (BE-12).3

11.12. Morgan Stanley Capital International (MSCI) foreign stock market inl
dexes and Standard and Poor’s (S&P) 500 U.S. stock market indexes are used to
revalue the equity portion of the historical cost outward and inward direct investf
ment positions, respectively, to a market value basis.

11.13. BEA Fixed Assets Perpetual Inventory Model is used to revalue parents’
share of their affiliates’ investment in plant and equipment to current period
prices for the current cost valuation. BEA and foreign indexes are used to revalue
land and inventories.

Estimation methods

11.14. This section begins with estimation methods for the direct investment
position at historical cost and then describes the estimation methods for the
market value and current cost measures of the position, which are derived from
historical cost data. BEA’s direct investment surveys collect direct investment pol
sition data valued at historical cost because that is the primary basis used for val
uation in company accounting records in the United States. Therefore, it is the
basis on which companies can most easily report data on BEA's direct investment
surveys. The historical cost value largely reflects prices at the time of investment
rather than prices of the current period. It is also the only basis for which detailed
estimates of the position are available by country, by industry, and by compol@
nent. Discussions below apply to both the equity and debt instrument compol
nents of direct investment asset and liability positions.

Historical cost

11.15. The direct investment position in an affiliate equals the parent’s equity
in and debt with its affiliates. Parents’ equity in incorporated affiliates can be brof
ken down into parents’ holdings of capital stock in, and other capital contribulZ
tions to, their affiliates and parents’ equity in the retained earnings of their
affiliates. Capital stock consists of all the stock of the affiliates—both common
and preferred and voting and nonvoting. Other capital contributions by parents,
also referred to as the “parents’ equity in additional paid-in capital,” consist of
the invested and contributed capital that is not included in capital stock, such as
cash contributions, the amount paid for stock in excess of its par or stated value,
and the capitalization of intercompany accounts (conversions of debt to equity)
that do not result in the issuance of capital stock. Parents’ equity in retained
earnings is the parents’ shares of the cumulative undistributed earnings of their
incorporated affiliates.

3. Reconciliation of the quarterly and benchmark survey data is described in the Survey o CurrenT
Business. Reconciliation of data on U.S. direct investment abroad is described in Marilyn Ibarra-
Caton, “Direct Investment for 2009-2012: Detailed Historical-Cost Positions and Related Financial
and Income Flows,” Survey 93 (September 2013): 200-206. Reconciliation of data on foreign direct
investment in the United States is described in Jeffrey H. Lowe, “Direct Investment for 2007-2010:
Detailed Historical-Cost Positions and Related Financial and Income Flows,” Survey 91 (September
2011): 50-56.
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11.16. Parents’ debt with their affiliates, also called intercompany debt, conl
sists of trade accounts and trade notes payable, other current liabilities, and long-
term debt owed. On the asset/liability basis, debt instrument positions that U.S.
parents hold in their foreign affiliates and that U.S. affiliates hold in their foreign
parent groups are recorded as U.S. assets. Likewise, debt instruments that U.S.
parents issue to their foreign affiliates or that U.S. affiliates issue to their foreign
parent groups are recorded as U.S. liabilities.

11.17. On the directional basis, the outward debt instrument position consists
of the debt foreign affiliates owe to their U.S. parents net of the debt owed to
foreign affiliates by their U.S. parents. The inward debt instrument position conl@
sists of the debt U.S. affiliates owe to their foreign parent groups net of the debt
owed to U.S. affiliates by their foreign parent groups.

11.18. The table below provides an example of the conversion of the direct in
vestment position on an asset/liability basis to a directional basis.

Direct Investment Position on the
Asset/Liability Basis and on the Directional Basis

U.S. assets/outward investment Millions of dollars
U.S. direct investment assets, asset/liability basis.............cooveereviniesiniiennns 1,120
EQUITY ..ot 1,000
DEDE ...ttt 120
U.S. Parents’ ClAIMS ......ccvvereerirrrresrenssssssisessisssssesssssssesssssssssssssssssssssnssesens 80
U.S. affiliates’ Claims ........cocviuriririrnie e 40
Less: Adjustments to convert to directional basis.............ccoereeerniernininen. 65
U.S. parents’ liabilities 25
U.S. affiliates’ ClaimS ......coeveeerricresieie ettt saeaens 40
1,055
1,000
55
U.S. Parents’ ClAIMS ......cccveereiereisies et sessssessssssessssesens 80
U.S. parents’ abiliIES ..o 25

U.S. liabilities/inward investment Millions of dollars
U.S. direct investment liabilities, asset/liability Dasis ...........ccccovevrerirncineennn. 920
EQUILY ..t 800
DEDE ..ot 120
U.S. affiliates’ liabilities 95
U.S. parents’ liabilities 25
Less: Adjustments to convert to directional basis...........ccoveeveneerrereeireneen. 65
U.S. parents’ liabilities 25
U.S. affiliates’ ClaimS ... 40
Equals: Inward direct investment position, directional basis..............cccccevuunee. 855
EQUILY .. 800
DD . 55
U.S. affiliates’ liabilitieS..........ceuviereiieeeieecresicerc e 95
U.S. affiliates’ ClaimMS .......ceveeevriiieieiieteeectetcee et eaens 40
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11.19. The direct investment position at the end of the period equals the posi?
tion at the end of the previous period plus the change in the position during the
period. The change during the period is the sum of direct investment financial
transactions and other changes in position. Other changes in position are broadly
defined to include all changes in the position other than financial transactions.*

11.20. For the historical cost position, other changes in position are derived
from BEA's direct investment survey data and consist of translation adjustments,
capital gains and losses, and “other” changes in volume and valuation. Transla-
tion adjustments result from changes in exchange rates used to translate the for
eign-currency-denominated assets and liabilities of affiliates into U.S. dollars.
Capital gains and losses of affiliates comprise changes in asset values that
generate revenues or expenses that are not related to current production.
“Other” changes in volume and valuation primarily reflect differences between
transactions values, which are used to record direct investment financial transac
tions, and the book values on foreign affiliates’ books, which are used to record
the position. “Other” changes in volume and valuation also include changes in
coverage and the reclassification of investment positions between direct invest?
ment and other investment as the 10-percent threshold criteria for direct invest?
ment is crossed.

11.21. Several issues related to definition and classification are important to
resolve as part of developing the historical cost estimates of direct investment
positions. These issues include financial intermediaries, capital and operating
leases, direct investment and portfolio investment, and reverse investment and
investment in fellow enterprises. Each issue is described separately below.

Financial intermediaries

11.22. Complexities arise in the classification of intercompany debt positions
involving parents and/or affiliates in financial industries. For example, if a U.S.
manufacturer borrows funds from its affiliate or its parent in a financial industry,
that debt position is generally included in the direct investment position. Howt
ever, if a U.S. financial firm acquires funds from a financial affiliate, that debt pol
sition is generally classified as other investment assets and liabilities because the
nature of the transaction is more closely related to the underlying activity of fi&
nancial intermediation than to activity typical of a direct investment relationship.
Debt positions between financial intermediaries are defined as being between
firms in a direct investment relationship (that is, between U.S. parents and their
foreign affiliates or between U.S. affiliates and their foreign parent groups),
where both the U.S. and foreign firms are classified in a finance industry (exclud@
ing insurance) but the firms are not banks.

11.23. For U.S. direct investment abroad, intercompany debt positions bel
tween U.S. parents and the following three groups of nonbank foreign financial
affiliates are reclassified to other investment from direct investment: (1) financial
affiliates located in the Netherlands Antilles, (2) financial affiliates whose U.S.

4. The level of detail presented for the components of other changes in position differs between
the IIP accounts and the direct investment historical cost position that appears each year in the
September Survey oF Current Business. The differences partly reflect differences in the significance of
the individual components for outward and inward direct investment.
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Translation adjustments
Terms
A type of valuation adjustment to investment positions that results from changes in exchange rates used to translate foreign-currency-denominated assets and liabilities into U.S. dollars.

Capital gains and losses of affiliates
Terms
Capital gains and losses include gains and losses resulting from the sale or disposition of assets, excluding inventories; certain holding gains and losses on financial assets; goodwill impairment; writedowns and writeoffs of assets and liabilities associated with restructuring; disposals of discontinued operations; extraordinary, unusual, and infrequently occurring items that are material, including losses from accidental damages or natural disasters after insurance reimbursement; and changes in accounting principles.

"Other" changes in volume and valuation
Terms
Adjustments to the historical cost direct investment position that reflect differences between transactions values, which are used to record direct investment financial flows, and the book values on foreign affiliates’ books, which are used to record the position, changes in coverage, and the reclassification of investment positions between direct investment and other investment.


parents are banks, and (3) financial affiliates whose U.S. parents are securities
dealers. For foreign direct investment in the United States, intercompany debt
positions between foreign parents (and foreign affiliates of foreign parents) are
reclassified for U.S. nonbank financial affiliates whose foreign parent company is
in a finance industry, including banking. If the foreign parent is a holding com@@
pany, the data are reclassified if the ultimate beneficial owner is in a finance in@
dustry, including banking.

11.24. Debt positions between affiliated depository institutions—banks, bank
holding companies, and financial holding companies—are also excluded from the
direct investment position and combined with these institutions’ positions with
unaffiliated entities under other investment. The combination groups together
transactions related to the underlying activity of financial intermediation, regard?
less of the affiliation of the enterprises. BEA began reclassifying permanent debt
positions between affiliated banks, bank holding companies, and financial hold®
ing companies from direct investment to other investment with data for year
2007. For earlier years, permanent debt positions remain in direct investment,
where permanent debt is debt that is deemed to represent a lasting interest in
the institution receiving the funds, such as funding used for working capital or to
finance plant and equipment.

Capital and operating leases

11.25. Intercompany debt includes the value of capital leases and of operating
leases of more than one year between affiliates and their parents. Under a capital
lease, it is assumed that the title to the leased property will be transferred to the
lessee at the termination of the lease, similar to an installment sale. When propl
erty is leased by a foreign affiliate from its U.S. parent or leased by a foreign parf
ent from its U.S. affiliate, the value of the leased property is recorded as an asset
of the U.S. parent or U.S. affiliate. The value of the leased property is calculated
according to U.S. generally accepted accounting principles (GAAP); the lessee rel
cords either the present value of the future lease payments or the fair market
value, whichever is lower, and the lessor records the present value of future lease
receipts. Similarly, when property is leased to a U.S. parent by its foreign affiliate
or to a U.S. affiliate by its foreign parent, the value of the leased property is rel?
corded as a liability of the U.S. parent or U.S. affiliate. For operating leases of
more than one year, which are carried only on the balance sheet of the lessor, the
value recorded is the original cost of the leased property less the accumulated
depreciation.

Direct investment and portfolio investment

11.26. Some transactions require a shift in classification between direct in2
vestment and portfolio investment. If a U.S. parent’s equity interest in a foreign
business enterprise, or a foreign parent’s equity interest in a U.S. business enterf
prise, is originally less than 10 percent, and if additional purchases result in an
equity interest of 10 percent or more, offsetting adjustments are made to the dil
rect investment position and to the portfolio investment position to bring the
original interest into the direct investment position. If a U.S. parent’s equity interf
est in a foreign affiliate or a foreign parent’s equity interest in a U.S. affiliate falls
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Generally accepted accounting principles (GAAP)
Terms
The common set of accounting principles, standards and procedures that companies use to compile their financial statements, particularly in the United States. U.S. GAAP is used by respondents to BEA’s direct investment surveys.


below 10 percent, offsetting adjustments are made to the direct investment posil
tion and the portfolio investment position to extinguish the remaining direct in
vestment interest.

Reverse investment and investment in follow enterprises

11.27. A U.S. parent may have investment in a foreign affiliate that, in turn,
has investment in the U.S. parent as a result of the affiliate’s lending funds to, or
acquiring voting securities or other equity interest in, the U.S. parent. Likewise, a
foreign parent may have investment in a U.S. affiliate that, in turn, has investZ
ment in the foreign parent as a result of the affiliate’s lending funds to, or acquir
ing voting securities or other equity interest in, the foreign parent. For cases in
which affiliates have no voting power or less than 10 percent voting power in
their parents, equity and debt investment by affiliates in their parent companies
is known as “reverse investment.” For cases in which affiliates have 10 percent or
more voting power in their parent companies, investment by affiliates in parents
is treated as separate direct investment in its own right.

11.28. International guidelines call for reverse equity investment to be sepal
rately identified in cases where it is significant. The results from the 2009 bench@
mark survey of U.S. direct investment abroad indicate that reverse investment is
negligible for U.S. outward investment, so BEA has decided to not show this catel
gory in its accounts at this time.>

11.29. An affiliate may have debt investment in a fellow enterprise, another
enterprise that is under the control or influence of the same immediate or indil
rect investor, but where neither enterprise controls or influences the other enterf
prise. International guidelines call for such investment to be separately identified
in the IIP and labeled as “direct investment in fellow enterprises.” Because of the
high level of consolidation of data collected for U.S. parent companies, BEA is not
able to separately identify positions between fellow enterprises for outward inf
vestment. For this reason, these positions are treated as direct positions between
the U.S. parent company and its foreign affiliates on outward investment. For
consistency, these positions are treated as direct positions between affiliates and
their foreign parent group on inward investment as well. On an asset/liability ba@
sis, debt instruments that U.S. parents hold in their foreign affiliates and that U.S.
affiliates hold in their foreign parent groups are recorded as assets, and debt in
struments that U.S. parents issue to their foreign affiliates or that U.S. affiliates is?
sue to their foreign parent groups are recorded as U.S. liabilities.

Market value

11.30. The market value estimates of the direct investment position revalue
parents’ equity investment in their affiliates from historical cost to market value
using stock market indexes. The market value estimates revalue only the equity
portion of the direct investment position because it is assumed that the debt pori
tion is already valued at current-period prices. The revaluation method excludes
the portion of the movements in stock prices due to the retention of earnings.

5. The results of the 2012 benchmark survey of foreign direct investment in the United States,
which are currently under review, will address this question from the perspective of inward invest?
ment.
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This avoids the double-counting of retained earnings that would result from the
inclusion of reinvested earnings in direct investment financial transactions.

11.31. The outward investment position is revalued using a weighted average
of stock market indexes from MSCI. If a stock market index is available for a coun
try, that index is used. For countries where a stock market index is not available,
the Morgan Stanley World Index is used. The stock market data are first conl
verted into U.S. dollars so that exchange rate effects are reflected in the market
indexes. For inward investment, the S&P 500 stock market index is used. The key
assumption of this method is that using general stock market price indexes prof
duces, on average, a reasonable estimate of the aggregate value of the equity in
affiliates in a country.

11.32. The change in the market value position equals financial transactions
including reinvestment of earnings with the current cost adjustment plus other
changes in position. Other changes in position consist of price changes, ex?
change-rate changes, and changes in volume and valuation n.i.e. For the market
value position, price changes represent changes in the local currency value of
stock market indexes after removing the effects of reinvested earnings. Ex@
change-rate changes represent gains or losses on foreign-currency denominated
assets and liabilities due to their revaluation at end-of-period exchange rates.
Changes in volume and valuation n.i.e. include changes in coverage and other
changes in value, such as the capital gains and losses of affiliates discussed
above.

Current cost

11.33. The current cost estimates of the direct investment position revalue
parents’ investment in their affiliates’ tangible assets from historical cost to curf
rent cost. The current cost estimates revalue affiliates’ tangible assets using a
perpetual inventory model for plant and equipment, general price indexes for
land, and estimates of current replacement cost to revalue inventory stocks.

11.34. The perpetual inventory model is the same one used by BEA to prol@
duce estimates of total U.S. fixed assets.® The perpetual inventory model first rel
values each year’s plant and equipment investments from historical cost to
constant cost using U.S. capital goods price indexes for inward investment and a
weighted average of country price indexes for outward investment. The constant-
cost net capital stock of plant and equipment for a given year is then obtained by
cumulating past investment in plant and equipment and deducting accumulated
depreciation. Depreciation is defined as the decline in the value of the stock of
assets due to wear and tear, obsolescence, accidental damage, and aging. Deprel
ciation estimates are based on geometric depreciation patterns. The constant-
cost net capital stock is then revalued to current cost using the appropriate price
indexes for capital goods.

6. For a description of the model, see “Methodology, Fixed Assets and Consumer Durables,
1925-1997,” September 2003, available at http://www.bea.gov/methodologies/index.htm#
national_meth.
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11.35. The current-cost value of the net capital stock of plant and equipment
derived by this method is added to the current-cost estimate of the parents’
share of their affiliate’s land and inventories. Land is revalued using U.S. and fori2
eign gross domestic product price indexes. Inventories are revalued using ratios
of current cost to historical cost values for U.S. inventory stocks. The sum of the
revalued plant and equipment, land, and inventories produce a current-cost rel?
placement value of tangible assets.

11.36. The change in the current-cost position equals financial transactions ini
cluding reinvestment of earnings with the current-cost adjustment plus other
changes in position. Other changes in position consist of price changes, ex?
change-rate changes, and changes in volume and valuation n.i.e. For the current-
cost position, price changes reflect changes in the average price of the capital
stock. Exchange-rate changes represent gains or losses on foreign-currency del?
nominated assets and liabilities due to their revaluation at end-of-period ex?
change rates. Changes in volume and valuation n.i.e. include changes in coverage
and other changes in value, such as the capital gains and losses of affiliates dis
cussed above.

Portfolio Investment

Concepts and coverage

11.37. Portfolio investment consists of cross-border positions in debt or eqll
uity securities, excluding those included in direct investment or reserve assets.
The major published components are equity and investment fund shares and
debt securities. Debt securities are classified by maturity (short term vs. long
term). Short-term debt security liabilities are further classified as U.S. Treasury
bills and certificates and other securities, and long-term debt security liabilities
are further classified as U.S. Treasury bonds and notes and other long-term secul
rities. Other short- and long-term U.S. debt securities include securities issued by
federally-sponsored agencies, corporations, and state and local governments.

Departures from BPM6

11.38. The coverage and presentation of portfolio investment positions
closely follows BPM6 recommendations. BEA uses slightly different terminology
in some cases.

Key data sources

11.39. U.S. Treasury Department. U.S. residents’ holdings of foreign-issued eqf
uity and long-term debt securities and foreign residents’ holdings of U.S.-issued
equity and long-term debt securities are based on data collected monthly on the
Treasury International Capital (TIC) SLT form. The related annual and benchmark
surveys cover equity, long-term debt, and short-term debt, including negotiable
certificates of deposit (NCDs). These surveys are also used to supplement the
other TIC data sources. The SHL(A) covers foreign holdings of U.S. securities and
the SHC(A) covers U.S. holdings of foreign securities. Values on these surveys rel
flect the secondary market prices of the equity and long-term debt securities.
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Equity and investment fund shares
Terms
Financial instrument category that includes both equity excluding investment fund shares and investment fund shares.

Debt securities
Terms
Negotiable instruments that serve as evidence of debt including bills, bonds, notes, negotiable certificates of deposit, commercial paper, debentures, asset-backed securities, money market instruments, and similar instruments traded in financial markets.

Maturity
Terms
Period after which a security can be redeemed for its maturity value. Short-term is defined as payable on demand or at one year or less. Long-term is defined as payable after more than one year or with no maturity.
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Cross-border holdings of short-term debt securities and NCDs are based on the
TIC B and C forms: BC, BL-2, BQ—1, BQ—2, and CQ-1.

11.40. Details on the primary sources of portfolio investment positions for
lines presented in IIP tables 1.2 and 3.1 are provided in the table below. Positions
for some components are taken directly from the SLT while positions for other
components are projected from the annual and benchmark surveys. In these
cases, the projection methodology is indicated.

11.41. Morgan Stanley Capital International (MSCI), Standard & Poor’s (S&P),
and Merrill Lynch Price Indexes. For U.S. equity shares, BEA uses the S&P 500

Portfolio Investment Source Data
for the International Investment Position

[IP table| Line Type of investment Primary source of investment positions

1.2 41U.S. @SSetS.......ccooviirieeeee e,
1.2 10| Portfolio investment..........cccceveeviveeenes
12| 11| Equity and investment fund shares...... SHC(A) plus SLT change
1.2 12| Debt Securities......ocvevevvvvrrereeeieiiieinns

1.2 13 Shortterm......cccveeviervecrscees BC, BQ-1, BQ-2, CQ-1, and DTCC
1.2 14 LONG terM. ..o SHC(A) plus SLT change
1.2|  35|U.S. liabilities to all foreign residents ...

—_

1.2 41| Portfolio investment.........ccccoevvvvveverennee.
12| 42| Equity and investment fund shares...... SHL(A) plus SLT change
1.2 43| Debt securities.......ccooeevveveeereerrreenen.
1.2 44 Shortterm.....cccoeeeveeeveieeeeeeen,

12| 45 Treasury bills and certificates.......... BL-2

1.2 46 Other short-term securities ............ BL-2, BQ-2 and CQ-1

12] 47 LONG teIM...evecreecee

12| 48 Treasury bonds and notes.............. SLT

12| 49 Other long-term securities.............. SHL(A) plus SLT change
U.S. liabilities to foreign official

3.1 1] agenCies.........cccocoveviencniercnieeen,

3.1 2| Portfolio investment

3.1 3|  Equity and investment fund shares...... SLT

3.1 4| Debt SECUMLIES....cvvvrrrrrrirrerirerreririreenins

3.1 5 Short term......cccveeveervecrrceres

3.1 6 Treasury bills and certificates.......... BL-2

3.1 7 Other short-term securities ............ BL-2

3.1 8 LONG M. ..

3.1 9 Treasury bonds and notes.............. SLT

3.1 10 Other long-term securities.............. SLT
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stock index, which is a proxy for the composition of foreign holdings of U.S. eqZ
uity shares. For U.S. corporate, federally-sponsored agency, and Treasury long-
term debt securities, BEA uses various Merrill Lynch indexes matched to these
market segments and to the maturity, investment quality, and currency of del
nomination of U.S. long-term debt securities held by foreign residents.

11.42. For foreign equity shares, BEA uses MSCI national and regional indexes
for developed and emerging markets matched to the composition of the foreign
stocks held by U.S. residents. For foreign bonds, BEA uses various Merrill Lynch
indexes representing investment quality long-term debt securities issued abroad
in the U.S. dollar, the euro, the Japanese yen, the Canadian dollar, and the British
pound, as well as a global broad market index excluding U.S. dollar debt, to
match the composition of foreign-issued long-term debt held by U.S. residents.

11.43. Depository Trust and Clearing Corporation (DTCC). BEA receives reports
of commercial paper issued in the United States from DTCC. The data provided by
DTCC are combined with databases of company reports to determine whether
commercial paper issuers are U.S. residents or foreign residents, providing esti®
mates that supplement U.S. holdings of foreign commercial paper reported on
TIC form BQ-1 and the SHC(A).

Estimation methods

11.44. The presentation of portfolio investment positions for equity and in-
vestment fund shares and for debt instruments in the IIP accounts include statisZ
tics for positions at the end of the period and for changes in position between
periods. Changes in position consist of financial-account transactions and other
changes in position, which include changes due to price changes, exchange-rate
changes, and changes in value and volume n.i.e. As described in chapter 10, portZ
folio investment transactions are generally derived as the difference between the
total change in positions and position changes that are not due to transactions.
IIP table 1.2 presents portfolio investment position levels at quarter end. IIP table
1.3 presents portfolio investment position levels at yearend and a decomposition
of annual changes in position. The published statistics are derived using the
methods described below.

Short-term debt securities and NCDs of any maturity

11.45. Positions. U.S. holdings of short-term foreign debt securities equal pol
sitions reported on the TIC BC, BQ-1, BQ-2 and CQ-1 forms plus supplemental
data for foreign commercial paper from the DTCC. U.S. holdings of foreign-issued
NCDs reported on the TIC B and C forms are allocated between short- and long-
term holdings based on data reported in the SHC(A).

11.46. Foreign holdings of short-term U.S. debt securities equal positions rel?
ported on the TIC BL-2, BQ-2 and CQ-1 forms. Foreign holdings of U.S.-issued
NCDs reported on the TIC B and C forms are allocated between short- and long-
term holdings based on data reported in the SHL(A).
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11.47. Total change in position. Total change in position of U.S. residents’
holdings of foreign short-term debt securities and NCDs of any maturity and in
foreign residents’ holdings of U.S. short-term debt securities and NCDs of any
maturity equal the changes in quarterly holdings of these securities reported on
the TIC B and C forms. U.S. residents’ holdings of foreign commercial paper ref
ported on the BQ-1 are supplemented by holdings estimated from DTCC data.

11.48. Financial-account transactions. As described in chapter 10, portfolio
investment transactions are generally derived as the difference between the total
change in position and position changes that are not due to transactions.

11.49. Price changes. Values on the TIC B and C forms are reported at their
original contractual values (face value). Changes in prices in the secondary mari
kets for short-term securities and for NCDs are assumed to have little or no im@
pact on transactions estimated from the reported values. Price changes are not
presented in IIP table 1.3 for short-term securities and NCDs.

11.50. Exchange-rate changes. Claims and liabilities of U.S. residents with for
eign residents that are denominated in foreign currencies are reported on the
BQ-2 and CQ-1, separately from dollar-denominated holdings. Claims and liabiliZ
ties of U.S. financial companies and those of their customers with foreign resiZ
dents that are denominated in foreign currencies are reported on the BQ-2.
Claims and liabilities of U.S. nonfinancial companies with foreign residents that
are denominated in foreign currencies are reported on the CQ-1.

11.51. Total holdings are reported in U.S. dollars with additional detail on the
currency composition of the holdings. The exchange-rate change for each curf2
rency denomination is calculated by subtracting the exchange-rate-adjusted
change in position from the total change in position. The exchange-rate-adjusted
change is computed by converting the change in the amount of each foreign cur
rency held into U.S. dollars using the each currency’s average exchange rate for
the period. The total change in position is calculated by converting the foreigni
currency-denominated positions to U.S. dollars and computing the change from
those dollar-equivalent positions. Exchange-rate changes are computed for each
currency and summed to obtain the total exchange-rate change. Annual changes
due to exchange-rate changes are presented in IIP table 1.3.

11.52. Other changes in volume and valuation n.i.e. Changes in TIC reporting
caused by the addition of new reporters, corrected reporting, or other changes to
the reporting panels are reported to BEA so that quarterly changes in positions
that are not caused by transactions, price changes, and exchange-rate changes
can be removed from total changes in positions when estimating transactions.
Annual changes of this type are presented in IIP table 1.3.

Equity and long-term debt securities, excluding long-term NCDs

11.53. Positions. Portfolio investment positions for equity and long-term debt
securities are compiled from TIC surveys in one of two ways. Positions are either
taken directly from the monthly SLT or they are projected by adding the quarterly
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change in the SLT positions to the most recent TIC annual or benchmark survey
positions. Investment positions from the SLT and from the annual and benchmark
surveys are reported at market value. For corporate bonds and notes, position
data from the annual or benchmark surveys must be adjusted to exclude NCDs
for comparability with SLT positions. The portfolio investment positions derived
from these surveys are presented at market value.

11.54. Positions are taken directly from the monthly SLT when holdings rel
ported on the SLT tend to be in close alignment with holdings from the relevant
annual or benchmark survey. This condition generally holds for foreign official
holdings of U.S. equity and long-term debt securities, and for foreign holdings of
long-term U.S. Treasury securities and U.S. federally-sponsored agency securities.

11.55. Positions are projected by adding quarterly changes in SLT positions to
yearend positions in the SHC(A) for U.S. holdings of foreign equity and long-term
debt securities. For foreign private holdings of U.S. corporate bonds and stocks,
positions are projected by adding quarterly changes in SLT positions to positions
in the SHL(A), reported as of June 30 each year. Positions are projected in this way
because for these types of holdings, the annual and benchmark surveys, which
are compiled from micro data reported for cross-border holdings of individual sel
curities, are significantly more accurate than the aggregate data reported more
frequently on the SLT. Although the annual and benchmark surveys provide the
best available measure of positions at certain points in time, the change in the
SLT positions is the best available information for projecting the positions quar
ter-by-quarter.

11.56. Annually, when annual or benchmark survey results are available that
can be compared with the SLT results available earlier in the estimation cycle for
the same period, the key assumption about the agreement between the annual
or benchmark survey and the SLT can be tested. BEA’s annual revision cycle prof
vides the opportunity to revise positions that had been based on SLT positions if,
in fact, the SLT and the most recent annual or benchmark survey do not agree as
expected.

11.57. Total change in position. Total change in position for U.S. residents’
holdings of foreign equity and long-term debt securities and for foreign residents’
holdings of U.S. equity and long-term debt securities are equal to changes in
quarterly holdings of these securities reported in the TIC SLT. This change is prel
sented in the annual IIP table 1.3

11.58. Financial-account transactions. As described in chapter 10, portfolio
investment transactions are generally derived as the difference between the total
change in position and position changes that are not due to transactions.

11.59. Price changes and exchange-rate changes. Price indexes denominated
in U.S. dollars are used to measure changes in prices and exchange rates. U.S. dol@
lar-denominated securities have no exchange-rate change component as part of
the total price change. Price changes for a given period are equal to the holdings
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at the beginning of the period multiplied by the percent change over the period
in the appropriate price index. For U.S. dollar-denominated securities, price
changes computed by this method are presented in the annual IIP table 1.3.

11.60. For foreign currency-denominated equity and debt securities, changes
in value caused by changes in exchange rates are included in the price change
computed from the U.S. dollar-denominated price index. Exchange-rate changes
for a given period are equal to the holdings of securities of a particular currency
at the beginning of the period multiplied by the percent change in the relevant
exchange rate over the period. These exchange-rate changes are subtracted from
total price changes measured in U.S. dollars to obtain price changes exclusive of
changes due to exchange rates.

11.61. Other changes in volume and valuation n.i.e. Changes in TIC SLT rel
porting caused by the addition of new reporters, corrected reporting, or other
changes to the reporting panels are reported to BEA so that quarterly changes in
positions that are not caused by transactions, price changes, or exchange-rate
changes can be removed from total changes in positions when estimating transi
actions. Annual changes of this type are presented in IIP table 1.3.

Financial Derivatives Other Than Reserves

Concepts and coverage

11.62. Financial derivatives other than reserves consist of cross-border posi?
tions arising from financial contracts that are linked to underlying financial instrul@
ments, commodities, or indicators. Positions in financial derivatives consist of
contracts with positive fair values that are assets of U.S. residents and contracts
with negative fair values that are liabilities of U.S. residents. Statistics for both
gross positive fair value and gross negative fair value are presented in IIP table
1.2. Financial derivatives are a type of financial instrument and financial deriva-
tives other than reserves is a functional category. Positions in financial derivatives
were introduced into the IIP accounts beginning with statistics for the end of the
fourth quarter of 2005.

Departures from BPM6

11.63. The coverage and presentation of positions in financial derivatives
other than reserves closely follows BPM6 recommendations. However, BEA does
not include employee stock options with financial derivatives other than reserves
because of a lack of source data. BEA provides some detail on risk categories of fi
nancial derivatives that is not required by BPM6, but is not able to provide other
detail recommended by BPM6 due to source data limitations.

Key data sources

11.64. U.S. Treasury Department. Comprehensive data on financial derivatives
are collected on Treasury International Capital (TIC) Form D, “Report of Holdings
of, and Transactions in, Financial Derivatives Contracts.” Data are collected quarf
terly from U.S. banks, bank holding companies, financial holding companies,
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Financial derivatives other than reserves
Terms
Financial instruments that represent securities providing payoffs that are based on the values of other assets such as commodity prices, securities prices, or market index values. Examples are futures, forwards, options and swaps. It is also a functional category of investment.



securities dealers, and all other firms with worldwide holdings of financial deriva®
tives, for their own and their customers’ accounts combined, in excess of S400
billion in notional value. Trading in financial derivatives is highly concentrated
among a small number of large firms. Classifications by risk category are also
available from TIC Form D.

Estimation methods

11.65. Estimation methods for quarterly and annual statistics, including the
risk category classifications of over-the-counter contracts and exchange-traded
contracts, are the same.

11.66. Positions. Positions equal the reported gross positive fair values from
the TIC Form D for assets and the reported gross negative fair values from the TIC
Form D for liabilities.

11.67. Financial-account transactions. As described in chapter 10, published
statistics equal net settlements from the TIC Form D with the sign reversed. BelX
cause financial account transactions are not available separately for gross posiZ
tive fair values and gross negative fair values, BEA does not present a
decomposition for gross positive fair values and for gross negative fair values.

11.68. Other changes. Data are not available from the TIC Form D to provide
separate estimates of price changes, exchange-rate changes, and other changes
in volume and value n.i.e. Total other changes in position, which equals total
change in position less financial-account transactions, is presented as other
changes in volume and valuation n.i.e. for U.S. net holdings of derivatives.

Other Investment

Concepts and coverage

11.69. Other investment is a residual category that includes positions other
than those included in direct investment, portfolio investment, financial derival®
tives, and reserve assets. Other investment consists of a wide variety of financial
instruments that are usually, but not always, issued and held by financial institu®
tions. The major published components are currency and deposits, loans, insur-
ance technical reserves, and trade credit and advances. Other investment
liabilities also include allocations of special drawing rights (SDRs) by the Internal
tional Monetary Fund (IMF).

Departures from BPM6

11.70. BPM6 introduces a new class of financial instruments—“insurance,
pension, and standardized guarantee schemes” —which includes insurance tech
nical reserves (prepayments of premiums and reserves against outstanding insuri
ance claims), pension entitlements (the claims of pensioners on their employers
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Other investment
Terms
Functional category for primary income and the financial account of the ITAs and for the IIP accounts that is not direct investment, portfolio investment, reserves, or financial derivatives other than reserves and that covers loans, deposits, and other assets and liabilities.

Currency and deposits
Terms
Currency consists of notes and coins with fixed nominal values that are issued or authorized by central banks or governments. Deposits include all claims on deposit-taking institutional units that are represented by evidence of deposit.

Loans
Terms
Financial instruments that are established when a creditor lends funds directly to a debtor and that are evidenced by non-negotiable documents. This category includes installment loans, hire-purchase loans, and trade credit finance. Loans also include securities repurchase agreements and financial leases.

Insurance technical reserves
Terms
Reserves for unearned nonlife insurance premiums due to prepayment of premiums and reserves against outstanding nonlife insurance claims.

Trade credit and advances
Terms
Credit extended directly by suppliers of goods and services to their customers and advances for work in progress and prepayment by customers for goods and services not yet provided.

Special drawing rights (SDRs)
Terms
Reserve asset item created by the IMF to supplement other reserve assets that are periodically allocated to IMF members in proportion to their respective quotas. Value of SDRs is determined by a weighted basket of currencies. Transactions in SDRs are recorded in the financial account and positions are recorded in the IIP accounts.



or pension funds), and provisions for calls under standardized guarantees (prel®
payments of net fees and provisions to meet outstanding calls under standard®
ized loan guarantees). BEA is working with the U.S. Treasury Department to
improve the existing source data for cross-border transactions in insurance techl
nical reserves. Currently, the insurance-related positions cannot be distinguished
from other changes in claims and liabilities reported on Treasury International
Capital (TIC) reporting system surveys.

11.71. While source data for positions related to pension entitlements and
standardized guarantee schemes are not sufficient for preparing statistics, cross-
border positions in pension entitlements and standardized guarantees are bel
lieved to be negligible. Also, in some cases BEA uses slightly different terminology
and slightly different sector detail. For example, BEA uses the term “trade credit
and advances” because it is the only item for which source data are available uni
der the BPM6 component “other accounts receivable/payable.”

11.72. Currently, BEA is unable to provide separate statistics for other equity,
which is equity that is not in the form of securities. Other equity can include eq@
uity in institutions such as branches, trusts, limited liability and other partnerf
ships, unincorporated funds, and notional units for ownership of real estate and
other natural resources. The ownership of many international organizations is
not in the form of shares and is thus classified as other equity. Other equity is
commingled with equity reported in the TIC system and is included in portfolio in-
vestment. Other equity of the U.S. government in international organizations
may also be included in U.S. government reports of U.S. claims on foreign resi
dents. These claims are classified as loans in other investment.

Key data sources

11.73. U.S. Treasury Department. Claims and liabilities for deposits, loans, and
insurance technical reserves are reported by financial institutions on the TIC B
forms. Deposits, loans, and trade credit and advances are reported by nonfinani
cial institutions on the TIC C forms beginning in December 2013. Prior to Deceml
ber 2013, U.S. banks, bank holding companies, financial holding companies, and
securities brokers and dealers reported deposits and loans on the TIC B forms,
and other types of financial intermediaries, nonfinancial institutions, and non@
profit institutions reported deposits, loans, insurance technical reserves, and
trade credit and advances on the TIC C forms.

11.74. Values on the TIC B and C forms are reported at their original contracl
tual values (face value). Changes in prices in the secondary markets for assets and
liabilities reported on the TIC B and C forms are assumed to have little or no im@
pact on the reported positions.

11.75. BEA Survey Data. BEA makes two types of adjustments to the TIC

source data based on surveys it conducts. One type of adjustment adds positions
in loan claims and loan liabilities not covered in the TIC source data to estimates
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from the TIC B and C forms. The second type of adjustment removes selected
debt positions and positions in owner’s equity between financial institutions and
unincorporated branches, which are covered in direct investment, from positions
in loan claims and loan liabilities computed from the TIC B forms. The loan posil
tions removed are covered in the TIC B forms because positions in owner’s equity
in unincorporated branches cannot be separated from other intercompany posiZ
tions in the TIC B reporting. These adjustments are based on data reported on
BEA’s quarterly direct investment surveys for U.S. direct investment abroad
(BE-577) and foreign direct investment in the United States (BE—605).

11.76. U.S. Department of Defense. Advance payments for sales of military
goods to foreign governments are reported to BEA. U.S. government liabilities to
foreign governments for these advance payments are classified as trade credit
and advances in the general government sector.

11.77. U.S. government administrative data. U.S. government agencies that
engage in international transactions report these transactions quarterly to BEA.
Quarterly statistics for transactions in U.S. government loan claims are based on
transactions data submitted by U.S. government operating agencies under Office
of Management and Budget (OMB) Statistical Directive No. 19. Positions are prol
jected from the transactions.

11.78. Federal Reserve Board (FRB). Net shipments of U.S. currency into and
out of the United States are provided by the FRB to BEA to measure increases and
decreases in foreign holdings of U.S. currency. The holdings projected from these
transactions are not captured elsewhere in statistical reporting systems.

11.79. Federal Reserve Bank of New York (FRBNY). “The Treasury and Federal
Reserve Foreign Exchange Operations Report” from the FRBNY provides data for
positions in central bank liquidity swaps. The report of foreign central bank acl
count balances at the FRBNY provides key data for central bank sector positions.

11.80. International Monetary Fund (IMF). The IMF issues press releases and
posts information on its Web site when it implements significant decisions such
as allocating new SDRs to members or increasing member quotas. Recommendal
tions by the IMF Executive Board for such actions must be ratified by member
countries before they can be implemented.

11.81. Depository Trust and Clearing Corporation (DTCC). Claims of U.S. non-
bank firms include claims associated with the issuance of asset-backed commerf
cial paper (ABCP) that are not completely captured in other source data.

11.82. Supplemental counterparty data. Bilateral comparisons between U.S.
statistics and comparable statistics from foreign banks for loans and deposits
show that U.S. statistics, collected directly from U.S. nonbank firms, understate
the external claims and liabilities of these firms vis-a-vis foreign banks. The forf2
eign banking data are from the central banks of the United Kingdom and Geria
many, from the Bank for International Settlements for the Netherlands, and from
FRB reports for banks in the Bahamas and the Cayman Islands.
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Estimation methods

11.83. The presentation of the IIP accounts includes statistics for positions at
the end of the period and for changes in position. Changes in positions consist of
financial-account transactions and changes due to price changes, exchange-rate
changes, and changes in value and volume n.i.e. Estimation methods for finani
cial-account transactions are described in chapter 10. IIP table 1.2 presents other
investment position levels at quarter end. IIP table 1.3 presents other investment
position levels at yearend and a decomposition of changes in position. Methods
for each of the published components are described below. Unless otherwise
noted, methods are the same for both U.S. asset positions and U.S. liability posil
tions.

Currency

11.84. Positions. Foreign holdings of U.S. currency abroad are projected based
on an estimate of holdings in 1973 brought forward by adding quarterly net shipl
ments, which are used to measure transactions. Foreign holdings of U.S. currency
are not liabilities to foreign official agencies and are thus not included in IIP table
3.1.

11.85. Financial-account transactions. As described in chapter 10, transacl
tions in U.S. currency liabilities are equal to net shipments of U.S. currency into
and out of the United States.

11.86. Price changes. The U.S. dollar value of U.S. currency abroad is not afl
fected by changes in prices.

11.87. Exchange-rate changes. The U.S. dollar value of U.S. currency held
abroad is not affected by changes in exchange rates.

11.88. Other changes in volume and valuation n.i.e. Source data are not
available for this category.

Deposits

11.89. Positions. U.S. deposit claims and liabilities with foreign residents inl
clude (1) deposits reported by U.S. financial institutions and nonfinancial institu®
tions for their own account and for their customers on the TIC B and C forms, (2)
the deposit claims and liabilities of the FRB with foreign central banks reported in
administrative data, and (3) additional deposits placed in foreign banks by U.S.
nonbank firms based on counterparty data from foreign banks. Brokerage balZ
ances held by securities brokers for their customers that are very similar to def
posits, and that are reported in the deposit category on the TIC B forms, are also
classified as deposits. The deposit claims of the FRB include holdings of foreign
currency obtained through central bank liquidity swaps.

11.90. Positions in deposit claims and liabilities in the IIP accounts equal the
positions reported on the TIC B and C forms, the administrative data from the
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FRB, and the supplemental balances computed from the counterparty data from
foreign banks. U.S. deposit liabilities to foreign official agencies are estimated
from reported deposit liabilities to foreign official agencies available separately
on the TIC form BL-1.

11.91. Financial-account transactions. As described in chapter 10, transac
tions in deposit claims and liabilities of U.S. financial institutions and nonfinancial
institutions are based on changes in quarterly holdings as reported on the TIC B
and C forms. These estimates are supplemented by changes in quarterly holdings
of deposits placed in foreign banks by U.S. nonbank firms based on counterparty
data from foreign banks.

11.92. Transactions in deposits denominated in foreign currency equal the
change in holdings, with the holdings converted to the original currency of del?
nomination at the exchange rates in effect at the beginning and end of the pel?
riod, less changes due to changes in reporting panels classified as other changes
in volume and valuation n.i.e. The foreign-currency-denominated estimate of the
transaction amount is converted to U.S. dollars using an average exchange rate
for the period.

11.93. Transactions in deposits denominated in U.S. dollars equal the reported
dollar-denominated change in holdings, less changes due to changes in reporting
panels classified as other changes. Transactions in deposits abroad held by the
FRB acquired through central bank liquidity swaps equal changes in quarterly
swap balances reported by the FRB.

11.94. Price changes. The U.S. dollar value of U.S. deposit claims and liabilities
with foreign residents is not affected by changes in prices.

11.95. Exchange-rate changes. The calculation of exchange-rate changes for
foreign-currency denominated deposits, excluding those acquired by the FRB
through central bank liquidity swaps, makes use of the exchange-rate-adjusted
transactions described above. Exchange-rate changes equal the unadjusted total
change in holdings of foreign-currency denominated deposits less the sum of
transactions and changes in reporting panels that would be classified as other
changes in volume and value n.i.e.

11.96. Deposits abroad held by the FRB acquired through central bank liquidZ
ity swaps are denominated in foreign currency; however, changes in exchange
rates do not change the U.S. dollar-equivalent holdings reported to the public by
the FRB. The swaps are reversed at prearranged exchange rates specified in the
swap agreement and the same amounts of U.S. dollars are always returned as
were originally swapped. The FRB carries these assets on its balance sheet at conl
stant U.S. dollar-equivalent values. The FRB’s holdings are not affected by
changes in exchange rates.

11.97. Other changes in volume and valuation n.i.e. Changes in TIC reporting
caused by the addition of new reporters, corrected reporting, or other changes to
the reporting panels are reported to BEA so that the changes in quarterly bal
ances not caused by transactions or exchange-rate changes can be removed from
total changes in holdings when estimating transactions.

U.S. International Economic Accounts: Concepts & Methods 11-21



Loans

11.98. Positions. U.S. loan claims and liabilities with foreign residents include
(1) loans reported by U.S. financial institutions and nonfinancial institutions both
for their own account and for their customers on the TIC B and C forms, (2) loan
claims from DTCC data, (3) loan claims on foreign residents reported in adminisZ
trative data by U.S. government agencies, and (4) additional loans to or from U.S.
nonbank firms with foreign banks based on counterparty data from foreign
banks.

11.99. Prior to the first quarter of 2014, loans also included intercompany
debt of selected financial intermediaries reported on BEA surveys of direct investZ
ment. Beginning with positions reported as of the end of December 2013, all
financial firms with reportable other investment claims and liabilities reported
those positions on the TIC B forms. This eliminated the need to include the interf2
company debt of the selected financial intermediaries reported on the BEA direct
investment surveys.

11.100. Quarterly statistics for positions in U.S. government loan claims are
projected based on an estimate of holdings in 1976 brought forward by adding
transactions. Transactions are based on data submitted by U.S. government operf
ating agencies under OMB Statistical Directive No. 19; data are summarized by
country and by agency.

11.101. Other positions in loan claims and liabilities in the IIP accounts are
equal to the positions reported on the TIC B and C forms supplemented by the
balances computed from the counterparty data from foreign banks. U.S. loan lia
bilities to foreign official agencies are estimated from reported loan liabilities to
foreign official agencies available separately on the TIC forms BL-1 and BL-2.

11.102. Financial-account transactions. As described in chapter 10, transacl?
tions in loans of U.S. financial institutions and nonfinancial institutions with for
eign residents are based on changes in quarterly holdings as reported on the TIC
B and C forms. These estimates are supplemented by loan claims data from DTCC
and by loan claims and loan liabilities of U.S. nonbank firms with foreign banks
based on supplementary counterparty data from foreign banks. The computed
changes in holdings from the TIC data are adjusted to remove the impact of any
changes in holdings not caused by transactions, such as changes in exchange
rates or changes in TIC survey reporting panels.

11.103. Transactions in loans denominated in foreign currency equal the
change in holdings, with the holdings converted to the original currency of del?
nomination at the exchange rates in effect at the beginning and end of the pel
riod, less changes due to changes in reporting panels classified as other changes
in volume and valuation n.i.e. The foreign-currency-denominated estimate of the
transaction amount is converted to U.S. dollars using an average exchange rate
for the period.
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11.104. Transactions in loans denominated in U.S. dollars equal the reported
dollar-denominated change in holdings, less changes due to changes in reporting
panels classified as other changes in volume and valuation n.i.e. Quarterly statisl
tics for transactions in U.S. government loan claims are based on transactions
data submitted by U.S. government operating agencies under OMB Statistical DIl
rective No. 19. All U.S. government loan claims are assumed to be denominated
in U.S. dollars.

11.105. Price changes. The value of U.S. loan claims and liabilities with foreign
residents is assumed to be unaffected by changes in prices in secondary markets.

11.106. Exchange-rate changes. The calculation of exchange-rate changes for
foreign-currency denominated loans makes use of the exchange-rate adjusted
transactions described above. Exchange-rate changes equal the unadjusted total
change in holdings of foreign-currency denominated loans less the sum of transi
actions and any changes in reporting panels that would be classified as other
changes in volume and value n.i.e.

11.107. Other changes in volume and valuation n.i.e. Changes in TIC reportf
ing caused by the addition of new reporters, corrected reporting, or other
changes to the reporting panels are reported to BEA so that the changes in quarf
terly balances not caused by transactions or exchange-rate changes can be rel
moved from total changes in holdings when estimating transactions.

Insurance technical reserves

11.108. Positions for insurance technical reserves are based on quarterly hold@
ings as reported on the TIC B forms. Collection of data for insurance technical re
serves as a separate data item began in December 2013. Positions will be
published pending evaluation of the new source data for reliability and confiden
tiality.

11.109. Insurance technical reserves are not liabilities to foreign official agen
cies and are therefore not included in IIP table 3.1.

Trade credit and advances

11.110. Positions. Holdings of claims and liabilities with foreign residents from
trade credit and advances include (1) those reported by U.S. financial institutions
and nonfinancial institutions on the TIC Form CQ-2 and (2) the liabilities of the
U.S. government to foreign governments from funds advanced mainly for the
purchase of military goods and services reported to BEA in U.S. government ad@
ministrative data.

11.111. The trade credit and advances of other (non-deposit-taking) U.S. fi2
nancial institutions and nonfinancial institutions equal the quarterly holdings as
reported on the TIC Form CQ-2. The liabilities are not liabilities to foreign official
agencies and are not included in IIP table 3.1.
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11.112. U.S. government liabilities from advance payments for foreign puri
chases of goods and services that are mainly for military use are projected based
on an estimate of holdings in 1976 brought forward by adding quarterly transac
tions to the latest position estimate. Transactions are based on U.S. government
administrative data. These U.S. government liabilities to foreign governments are
also included in trade credit and advances in IIP table 3.1.

11.113. Financial-account transactions. As described in chapter 10, transacl
tions in trade credit and advances of U.S. financial institutions and nonfinancial
institutions with foreign residents are based on changes in quarterly holdings of
claims and liabilities as reported on the TIC Form CQ-2. The computed changes in
holdings from the TIC data are adjusted to remove the impact of any changes in
holdings not caused by transactions, such as changes in exchange rates or TIC surf
vey reporting panels.

11.114. Transactions in trade credit and advances denominated in foreign cur@
rency equal the change in holdings, with the holdings converted to the original
currency of denomination at the exchange rates in effect at the beginning and
end of the period, less changes due to changes in reporting panels classified as
other changes in volume and valuation n.i.e. The foreign-currency-denominated
estimate for the transaction amount is converted to U.S. dollars using an average
exchange rate for the period.

11.115. Transactions in trade credit and advances denominated in U.S. dollars
equal the reported dollar-denominated change in holdings less changes due to
changes in reporting panels classified as other changes in volume and valuation
n.i.e.

11.116. U.S. government liabilities from advance payments for foreign puri
chases of goods and services are estimated directly from U.S. government adminf
istrative data for payments received, which increase liabilities, and for deliveries
of goods and services, which reduce liabilities.

11.117. Price changes. The value of U.S. trade credit and advances with forf
eign residents is assumed to be unaffected by changes in prices in secondary
markets.

11.118. Exchange-rate changes. The calculation of exchange rate changes for
foreign-currency denominated trade credit and advances makes use of the ext
change-rate adjusted transactions described above. Exchange rate changes are
equal to the unadjusted total change in holdings of foreign-currency denomil
nated trade credit and advances less the sum of transactions and any changes in
reporting panels that would be classified as other change in volume and value
n.i.e.

11.119. Other changes in volume and valuation n.i.e. Changes in TIC reportZ
ing caused by the addition of new reporters, corrected reporting, or other
changes to the reporting panels are reported to BEA so that the changes in quarf
terly balances not caused by transactions or exchange-rate changes can be rel@
moved from total changes in holdings when estimating transactions.
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Special drawing rights (SDR) allocations

11.120. Positions. SDR allocations to the United States are available in an IMF
public database with values denominated in SDRs. The position in the IIP ac?
counts equals the amount reported by the IMF as of the end of the period conf
verted from SDRs to U.S. dollars at the conversion rate in effect at the end of the
period. SDR allocations are also included in IIP table 3.1.

11.121. Financial-account transactions. As described in chapter 10, changes
in SDR allocations to the United States are available in IMF public releases and dal
tabases with values denominated in SDRs.

11.122. Price changes. The value of SDR allocations to the United States is not
affected by changes in prices.

11.123. Exchange-rate changes. The exchange-rate change for a period when
the SDR allocation is unchanged equals holdings in U.S. dollars at the end of the
period less holdings in U.S. dollars at the beginning of the period, with the hold®
ings converted to U.S. dollars from SDRs at the conversion rates in effect at the
beginning and end of the period. If the SDR allocation changed during the period,
exchange-rate changes for each level and duration of the allocation would be
computed and summed to obtain the exchange-rate change for the period.

11.124. Other changes in volume and valuation n.i.e. Increases or decreases
in SDR allocations to the United States are always transactions as defined in
BPMS6. As a result, other changes in volume and valuation do not apply to this
component.

Reserve Assets

Concepts and coverage

11.125. Reserve assets are those external assets that are readily available to
and controlled by monetary authorities for meeting balance of payments financl
ing needs, for intervention in exchange markets to affect the currency exchange
rate, and for other related purposes such as maintaining confidence in the cur
rency and the economy, and serving as a basis for foreign borrowing. The major
published components are monetary gold, International Monetary Fund (IMF)
special drawing rights (SDRs), reserve position in the IMF, and other reserve as-
sets.

11.126. Other reserve assets enable the United States to hold foreign currency
balances that are highly liquid and that are available for intervention sales. U.S.
foreign currency balances include deposits, debt securities, and repurchase
agreements that are classified as “other claims.” The United States does not have
financial derivatives in its reserve assets.
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Monetary gold
Terms
Reserve asset item that refers to gold owned by the monetary authorities and held as a reserve asset. Transactions in monetary gold occur only between monetary authorities and their counterparts in other economies or between monetary authorities and international monetary organizations.

Special drawing rights (SDRs)
Terms
Reserve asset item created by the IMF to supplement other reserve assets that are periodically allocated to IMF members in proportion to their respective quotas. Value of SDRs is determined by a weighted basket of currencies. Transactions in SDRs are recorded in the financial account and positions are recorded in the IIP accounts.


Reserve position in the IMF
Terms
Reserve asset item that refers to the sum of the reserve tranche purchases that a member of the fund may draw upon and any indebtedness of the International Monetary Fund that is readily repayable to the member.

Other reserve assets
Terms
Reserve assets other than monetary gold, SDRs, and reserve position in the IMF. Can include currency and deposits, securities, financial derivatives, and other claims.


Departures from BPM6

11.127. The coverage and presentation of reserve assets closely follow BPM6
recommendations.

Key data sources

11.128. U.S. Treasury Department. Data on U.S. reserve assets are published
by the U.S. Treasury Department in terms of holdings (outstanding amounts).
BEA also uses U.S. Treasury Department source data on the gold stock.

11.129. Federal Reserve Bank of New York (FRBNY). “The Treasury and Federal
Reserve Foreign Exchange Operations Report” from the FRBNY provides data for
transactions in central bank liquidity swaps. Other data for interest earned on rel@
serves and swaps and on claims and liabilities with foreign central banks are prol
vided to BEA for estimates of reserve assets and central bank sector transactions.

11.130. International Monetary Fund (IMF). The IMF provides month-end pol
sition data and daily increases and decreases during each month for the U.S. ac?
counts at the IMF. The data include positions and transactions between the
United States and the IMF for the SDR account and the General Resources
(tranche) account and its subaccounts covering securities, valuation adjustments,
and IMF borrowing from the United States.

Estimation methods

11.131. The presentation of the IIP includes statistics for positions at period
end and for changes in position. Changes in positions consist of financial-account
transactions and changes due to price changes, exchange-rate changes, and
changes in value and volume n.i.e. Estimation methods for financial-account
transactions are described in chapter 10. IIP table 1.2 presents reserve assets pol
sition levels at quarter end. IIP table 1.3 presents reserve assets position levels at
yearend and a decomposition of annual changes in position. Methods for each of
the published components are described below.

Monetary gold

11.132. Positions. Positions in monetary gold are equal to the amount of gold
in ounces in the monthly U.S. Treasury Department report on the U.S. gold stock
at the end of the quarter, multiplied by the price of gold from the afternoon price
quoted in the London gold market (“the London gold afternoon fixing”) at the
end of the quarter. If the London gold market is closed on the afternoon of the
last day of the quarter, then the last fixing for the quarter is the price used.

11.133. Monetary gold is valued at the market price in London, following recl
ommendations from BPM6 that the investment position should be valued at
market prices. The value of monetary gold in the IIP accounts is different from
the valuation used by the U.S. Treasury Department in the official statement of
the value of U.S. reserve assets. The price used to value gold in the U.S. Treasury
Department report on the U.S. gold stock and in the official statement of the
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value of U.S. reserve assets is fixed by U.S. law at $42.2222 per ounce. Official vall
uations of U.S. gold are made pursuant to the Par Value Modification Act (Public
Law 92-268) and its amendment (Public Law 93-110).

11.134. Financial-account transactions. As described in chapter 10, if transac
tions were to occur, BEA would obtain from the U.S. Treasury Department data
for the quantity of gold transferred out or received from the counterparty, either
in ounces or in dollars at a known price. If daily data were available, BEA would
value the daily gold transactions using the afternoon (PM) fix in the London marf
ket for each day. If transactions were to occur over a period of time and daily
data were not available, the transactions over the period would be valued at an
average price of gold for that period. Transactions valued using the PM fix for the
gold price in London would be aggregated and reported quarterly.

11.135. Price changes. Price changes for a given period equal the holdings in
ounces at the beginning of the period multiplied by the change in the gold price.
If the holdings of gold change during the period, price changes for each level and
duration of holdings would be computed and summed to obtain the price change
for the period. A significant change in gold holdings would be unusual; accurate
price changes can usually be computed based on the holdings at the beginning of
the period.

11.136. Exchange-rate changes. The value of the gold stock is not affected by
changes in exchange rates.

11.137. Other changes in volume and valuation n.i.e. The value of changes in
the gold stock caused by the monetization or demonetization of gold would be
recorded in this category, based on the price on the date of the monetization or
demonetization.

Special drawing rights (SDRs)

11.138. Positions. Positions in SDRs equal the amount in the U.S. SDR account
reported by the IMF as of the end of the period, converted to U.S. dollars at the
conversion rate in effect at the end of the period.

11.139. Financial-account transactions. As described in chapter 10, BEA conl
verts daily increases or decreases caused by transactions in the U.S. SDR account
from SDRs to U.S. dollars at the conversion rate in effect on that date. These daily
transactions are aggregated into quarterly financial transactions for the ITAs.

11.140. Price changes. The value of U.S. holdings of SDRs is not affected by
changes in prices.

11.141. Exchange-rate changes. Exchange rate changes equal the total
change in U.S. SDR holdings, less financial account transactions computed from
reported increases and decreases.

11.142. Other changes in volume and valuation n.i.e. Increases or decreases
in the value of U.S. SDR holdings are completely accounted for by transactions
and by exchange-rate changes. As a result, other changes in volume and valual@
tion n.i.e do not apply to this component.
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Reserve position in the IMF

11.143. Positions. Positions in the U.S. reserve position in the IMF equal the
amount in the U.S. general resources, or tranche, account plus any borrowing by
the IMF from the United States through the General Arrangements to Borrow
(GAB), the New Arrangements to Borrow (NAB), or other borrowing facilities,
converted to U.S. dollars at the conversion rate in effect at the end of the period.

11.144. Financial-account transactions. As described in chapter 10, transac?
tions from IMF borrowings or repayments are provided for each day of the rel
porting month to BEA by the IMF. The IMF reports these values in terms of SDRs.
BEA converts daily increases or decreases from SDRs to U.S. dollars at the converf
sion rate in effect on that date. These daily transactions are aggregated into quar
terly financial transactions for the ITAs.

11.145. Transactions in the general resources account are computed by del
ducting valuation changes from the total change in balance of the account, which
is equal to U.S. holdings at the end of the current quarter converted to U.S. dol®
lars, less U.S. holdings at the end of the previous quarter converted to U.S. dol@
lars. The valuation changes are computed from the change in the SDR/U.S. dollar
conversion rate and from valuation adjustments to IMF holdings of U.S. dollars
recorded by the IMF in their accounting records. The SDR/U.S. dollar conversion
rate and valuation adjustments to IMF holdings of U.S. dollars are provided to
BEA by the IMF.

11.146. Price changes. The value of the U.S. reserve position in the IMF is not
affected by changes in prices.

11.147. Exchange-rate changes. Exchange-rate changes equal the total
change in the U.S. reserve position in the IMF, less financial account transactions.

11.148. Other changes in volume and valuation n.i.e. Increases or decreases
in the value of the U.S. reserve position in the IMF are completely accounted for
by transactions and exchange-rate changes. As a result, changes in volume and
valuation n.i.e do not apply to this component.

Other reserve assets

11.149. Positions. Positions in other reserve assets are equal to the U.S. dol®
lar-equivalent positions reported by U.S. monetary authorities to BEA in adminisZ
trative data as of the end of the quarter. These reports include holdings of
foreign-currency denominated deposits, securities, and repurchase agreements,
all converted to U.S. dollars at exchange rates in effect at the end of the quarter.

11.150. Financial-account transactions. As described in chapter 10, transac?
tions are estimated from reports of interest collected from holdings of deposits,
securities, and repurchase agreements, and from reports of any intervention purf2
chases or sales of assets from the FRB.

11.151. Price changes. BEA estimates price changes for securities, but not for

deposits and repurchase agreements, because the impact of secondary market
prices for deposits and repurchase agreements is assumed to be minimal. Price
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changes for securities equal total changes in securities holdings, less the sum of
exchange-rate changes and other changes in volume and value n.i.e.

11.152. Exchange-rate changes. The exchange-rate change for each instrul@
ment in each period for each currency denomination (Japanese yen and euro) is
calculated by subtracting the exchange-rate-adjusted change in position from the
total change in position. The exchange-rate-adjusted change is computed by conf
verting the change in the amount of Japanese yen or euros held into U.S. dollars
using each currency’s average exchange rate for the period. The total change in
positions is calculated by converting the foreign-currency-denominated positions
to U.S. dollars and computing the change from those dollar-equivalent positions.
Exchange-rate changes are computed for each currency and summed to obtain
the total exchange-rate change.

11.153. Other changes in volume and valuation n.i.e. These changes mainly
include offsetting changes in holdings of deposits, securities and repurchase
agreements by U.S. monetary authorities, representing changes in the mix of in@
vestments held. These offsetting changes are excluded from transactions bel
cause they are accomplished without any impact on the value of the U.S. dollar in
exchange markets and they do not change the total reserve holdings of a particul@
lar foreign currency.

11.154. For deposits, other changes equal the total change less the sum of the
financial transactions and the exchange-rate change. Price change does not apply
to deposits. For other claims (repurchase agreements), other changes equal the
total change less the sum of financial transactions and the exchange-rate change.
Price changes do not apply to repurchase agreements. For securities, other
changes equal the sum of other changes for deposits and repurchase agreements
with the sign reversed, reflecting the assumption that other changes are offset
ting and do not change the total reserve holdings of foreign currencies.
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