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the BUSINESS SITUATION

After a dramatic surge this fall,
auto buying has been moving back
toward a more sustainable pace. The
swings of auto buying have dominated
the retail sales pieture and over-
shadowed the evidence of an expansion
in other consumer spending categories.
Recent survey evidence on business
investment plans points to a near-term
strengthening of spending for inven-
tories and for plant and equipment.

ONE of the most visible domestic
economic developments this fall was
the dramatic surge of auto buying,
clearly due in some degree to the price
freeze and the proposed retroactive
repeal of the auto excise tax (which
was signed into law on December 10).
After the initial surge, however, car
buying has been moving back toward a
more sustainable pace. Combined sales
of new domestic models and imports
were a huge 12.2 million units (annual
rate) in September, 11.3 million in
October, 10.9 million in November, and
are down further in December; the rate
averaged 9.9 million in the first 8
months of 1971.

The swings of auto buying (which
included the post-strike recovery earlier
this year) have dominated the aggregate
retail sales picture and overshadowed
the evidence of an expansion trend in
other spending categories. Sales at
durables outlets outside the auto group
have been growing quite steadily all
year and nondurables sales have also
been expanding, though less decisively.
Rough estimates indicate a broadly
based gain in retail sales in November.

In view of the marked deceleration of
price increases since the freeze was
imposed at mid-August, the reported
gains in sales presumably represent
solid expansion in real volume.

Strengthening of consumer demand
hinges on improvement in consumer
confidence and willingness to spend,
about which the evidence is never
clearcut and sometimes contradictory.
However, it is surely significant that
the consumer sentiment index compiled
by the University of Michigan Survey
Research Center has been rising for
a year. The current period is hard to
assess because of problems in sorting
out the effects of the wage-price freeze,
and subsequent controls, on incomes,
prices, and attitudes. The saving rate
fell in the third quarter but it is not
clear how much of the change was a
lasting movement away from the un-
usually high rates of the recent past.

Recent survey evidence on business
investment plans points to a near-term
strengthening of spending for inven-
tories and for plant and equipment.
This is consistent with the fact that in
recovery periods there typically is an
acceleration of business investment,
especially in inventories, as sales and
sales  expectations improve. (See
pages 13 and 15 of this issue for reports
of the latest OBE survey of manufac-
turers’ inventory and sales expectations
and OBE-SEC capital spending sur-
vey.) The expansion of residential in-
vestment, on the other hand, has
slowed recently after a year of ex-
tremely fast growth that reflected the
steep recovery of housing starts. From
an annual rate of only about 1.3 million
units 2 years ago, starts had reached
a rate of about 2 million this fall,

Economic growth

The growth of real output this year,
abstracting from the surge after the
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late-1970 auto strike, has been slow for
a recovery period. The new economic
policies introduced by the President
on August 15 have as one of their aims
the stimulation of the economic re-
covery. It is too early for tax stimu-
lants to have had much impact, for
the tax bill resulting from the Presi-
dent’s proposals was signed into law
only on December 10. Of course, some
business decisions may have been
made in anticipation of the tax law
changes, and car buyers evidently
acted in the belief that the auto
excise tax would be repealed retro-
active to August 15. The new law does
indeed repeal the excise tax retro-
actively; it also reduces personal income
taxes and reinstitutes a 7-percent tax
credit for business investment in ma-
chinery and equipment. Another provi-
sion writes into law all but one feature
of the liberalized depreciation rules
introduced by the Treasury -earlier
this year. The new law drops the rule
change that would have permitted a
higher depreciation charge in the year
an asset is placed in service.

On December 10, the day the tax
bill was signed, the Federal Reserve
discount rate was cut from 4% to 4%
percent. This is the lowest the rate
has been since early 1968. The rate
had been cut from 5 percent in Novem-
ber, in a move that was essentially a
followup to prior declines in money
market rates. In the announcement of
the December cut, however, the Federal
Reserve stated that the action was
taken not only in recognition of market
rates but also ‘“‘to assist the progress
of economic expansion.” This suggests
that for now the Federal Reserve is
leaning toward economic stimulus in
the difficult process of finding a balance
between stimulating the economy and
controlling inflation.

Employment and the labor force

The strengthening of economic ac-
tivity has been reflected in sizable
gains during the past half year in the
number of jobholders. However, the
labor force has also been growing very
rapidly and therefore the unemploy-
ment rate has changed little (chart 1).
To get unemployment down will require
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a slower increase in the labor force—
which is possible, since the recent
growth has been exceptionally strong—
or a more rapid rate of real economic
growth, or a combination of both.

Total civilian employment rose
175,000 in November to a record 80
million (seasonally adjusted). At that
level, employment was some 1% million
higher than in June. Employment of
adult men has been growing quite
strongly all year (though it was un-
changed in November), but employ-
ment of women and teenagers ac-
celerated at midyear. It is this latter
development that has boosted ag-
gregate employment growth in recent
months.

The civilian labor force also con-
tinued its rapid expansion in November,
reaching an alltime high of 85.2 million,
and the unemployment rate returned
to 6 percent after a dip to 5.8 percent
in October. The pattern of unemploy-
ment rates for major labor force groups
was not significantly different in No-
vember from the pattern that has
prevailed for the past year.

For women and teenagers, recent
labor force growth reflects not only
normal population growth but also
sizable increases in the percentage
participating in the labor force. This is
in line with the common tendency for
participation rates of women and teen-
agers to increase when employment
opportunities are improving and to fall
when opportunities decline. The adult
men’s participation rate is slow to
change and has barely moved at all
this year. However, growth of the
civilian population of adult men, and
thus of the civilian labor force, has
been substantially swelled by reduction
of the Armed Forces.

Construction Estimates
Revised

The monthly estimates of the value of
new construction put in place have re-
cently been revised by the Census
Bureau back to 1960. The revisions are
mainly in private construction and re-
flect the incorporation of basic data not
previously available, and the introduc-
tion of new survey data on nonresiden-
tial structures and new estimating
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procedures. Also, there were some
changes in the way data are classified,
which affected component estimates but
not the total. One such classification
change was the shift of farm residential
construction from the “farm’’ category
to the private residential construction
category. New procedures for estimat-
ing the value of residential construction
permit separate estimates, not pre-
viously available, of the value of single-
unit structures and of structures with
two or more units.

The Census Bureau has stated
that further improvements are
needed to make the monthly put-in-
place estimates a fully satisfactory
measure of current construction activ-
ity. Improvement is needed especially
in the estimates of State and local
government construction spending.

The revisions raised the value of new
private construction in all the years
affected; the adjustments ranged be-
tween three-fourths of 1 percent and
23 percent for the years 1960-67, and
between 3% percent and 5 percent for
the years 1968-70 (table 1). The revi-
sion averaged 4} percent in the latter
period, reflecting sizable upward ad-
justments in residential and utility
construction which more than offset
reductions in other types of private
construction.

Table 1.—~Value of New Construction Put in
Place: Percentage Revision

1968 | 1969 | 1970
Total. . 2.3 | 2.7 3.3
Public. - oo iiio. -3 -3 ~.2
Private.. ... 36| 41 4.9
Residential buildings, excluding
farm structures..__._._.....__ 3.4 59 5.6
Nonresidential buildings__.____ —3.4 |~-4.0| —4.0

NoTE.—The construction categories shown in this table are
affected by statistical revisions but essentially unaffected by
changes in the way data are classified into various construe-
tion categories.

The upward revision of residential
construction averaged 5 percent for
the 1968-70 period, before allowance
for the reclassification of farm resi-
dential construction; including the
transfer of farm housing, the average
revision was 7% percent. The magni-
tude of the revision in public utility
construction cannot be directly esti-
mated. Although the Census Bureau is
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now publishing annual estimates of
the value of total public utility con-
struction, such estimates were not
explicitly published on the old basis
for the years 1967—70. Crude estimates
of the old-basis data, however, indicate
that the revision was sizable.

The new construction data published
by the Census Bureau do not distin-
guish revisions due to new data or
procedures from revisions due to shifts
among categories as a result of reclassi-
fications. In the case of the farm-
housing reclassification, the magnitude
of the shift can be identified, but for
most categories it is possible only to
state that the impact of such shifts
was sometimes quite large.

In the case of nonresidential build-
ings, a change in the classification
system as of 1968 has an important
impact on the various component
categories, e.g., commercial, industrial,
educational, hospital, ete. Construction
of nonresidential buildings was formerly
classified by type of building (hospital,
office, factory, etc.) but beginning with
1968 1is classified by the type of es-
tablishment of which the construction
is part. For example, a hospital or
office building that is constructed on
8 university campus in now classified
as ‘“educational” construction rather
than ‘“hospital” or ‘“commercial,” as
formerly.

The growth pattern of total private
construction spending was not ma-
terially changed by the revisions. The
new data show total private construc-
tion increasing just slightly faster in

Table 2.—Value of New Construction Put in
Place: Year-to-Year Percentage Change

1968 | 1969 | 1970
Total:
Revised. ... ... 1.8 | 7.8 L0
Previous. - e macacicciaaaas 1.2 | 7.3 .4
Public:
Revised_ ... ... 81| 1.3 6
Previous. ecovcoeaceaeaoo 83| L3 5
Private:
Revised. ... ... ... .......... 13.6 | 10.8 L2
Previous.. oo oooioiiail. 12,7 | 10.2 4
Residential buildings:
evised. .. .o ool 1.6 | 8.6 | —4.4
Previous. oo ceaaans 21,4 6.2 —4.3
Nonresidential buildings
evised. . . iaecool 3.3]16.5 L2
Previous. «ooeooooooicaieeoooo 3.8 17.2 1.2
Public utilities:
evised . . ...o.... 18.0| 6.0} 17.8
Previous. _ooocooooooccnaaaos n.a. | n.a n.a

N.a. Not available.
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recent years than was indicated by the
previous estimates (table 2).

Consumer Installment Credit

The expansion of consumer install-
ment credit outstanding has been
accelerating rapidly since last winter.
Net expansion in the third quarter
was at a seasonally adjusted annual
rate of $10% billion (chart 2) and there
was continued strong growth in Octo-
ber. The rebound follows more than
2 years of pronounced slowdown in
credit use that accompanied weakness
in consumer spending for autos and
other types of goods and services
typically bought on credit. During the
period of decelerating credit use, the
net change in installment credit expan-
sion fell from a peak seasonally adjusted
annual rate of $10 billion in the second
half of 1968 to a low rate of $2%
billion in the first quarter of this year.
With the exception of the strike-
depressed fourth quarter of last year,
when credit use actually declined,
that increase was the smallest since
the economic slowdown of 1967.

Auto credit, the biggest and most
volatile component of installment debt,
has accounted for a little more than
one-third of the recent. increase in
credit use. The net expansion of auto
credit peaked in the last half of 1968
and slowed steadily in 1969, There was
a small net decline for the first three
quarters of last year and a sharp drop
in the fourth. In the first quarter of
this year, auto credit extensions re-
covered strongly with the post-strike
spurt in sales but repayments also
increased and net expansion was quite
small. The growth of auto credit in-
creased in the second quarter and
accelerated very sharply in the third,
as sales were boosted by the early
introduction of new models and the
announcement of the price freeze and
proposed excise tax repeal. In Septem-
ber and October, auto credit increased
at an annual rate of $4% billion.
However, with auto sales receding from
their recent high rates, credit expan-
sion is not likely to continue at the
September-October pace.

The growth of the other major
components of consumer installment
credit, paper for other consumer goods
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and personal loans, has also been in-
creasing sharply this year. Other con-
sumer goods paper outstanding has ex-
panded $2% billion (annual rate) since
June and personal installmentloans $3%
billion; these gains match the peak
growth rates recorded in the second
half of 1968 (table 3).

The expansion of nonauto goods
paper held up considerably better than
did growth of the other categories of
installment credit during the general
slowdown in credit use after 1968, The
net expansion did slow sharply in the
fourth quarter of 1970 and the first
quarter of 1971, but this largely re-
flected a step-up of debt repayments.
The volume of extensions continued to
increase relatively strongly during the
1969-70 slowdown; in 1970, extensions
showed very substantial growth as a
result of strength in mobile-home sales
and credit card purchases.

IS CHART 2
Consumer Instaliment Credit
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Table 3. Net Change in Consumer
Installment Credit

[Billions of dollars, seasonally adjusted at annual ratesj
To- | Other | Per-
To- {Auto| tall | con- [sonal
talt less |sumer | loans
auto | goods
1965:
First half.__.__._.____ 87| 3.7 5.0 19 2.9
Second half_ __._._.__ 81} 3.5 4.6 2.3 2.2
1966:
Firsthalf____.._______ 6.6 2.2 4.4 2.4 1.9
Second half____._____ 55 L& 4.0 2.3 L6
1967:
First half..___________ 23| -1 2.5 1.1 1.4
Second half__________ 4.1 4 3.7 15 2.2
1968:
Firsthalf..___.______. 7.7 2.9 4.8 2.3 2.4
Second half. ______.__ 10.1 | 3.8 6.3 2.7 3.4
1969:
First half.___________. 9.0 2.9 6.1 2.7 3.1
Second half_ ____._... 7.2 2.0 5.3 2.5 2.9
1970:
Firsthalf .___._______ 4.3 1 4.2 2.3 1.8
Second half__________ 1.3 |-2.5 3.8 2.1 L6
1971:
First quarter_.______. - 2.7 4 2.4 .6 1.7
Second quarter.._____ 6.7 2.3 4.4 18 2.3
Four months ending
October._.._...._.._. 10.56 | 3.9 6.7 2.8 3.5

1. Includes a small amount for repair and modernization
loans not shown separately.

Source: Federal Reserve Board.

Lender groups

This year has also witnessed some
notable changes in the shares of install-
ment credit held by the major types of
lending institutions (table 4). Com-
mercial banks, which are the largest
installment lenders, increased their
share of outstandings one-half of 1
percentage point to 41.8 percent from
last December to September of this
year. This gain resulted mainly from
strong growth in bank holdings of per-
sonal installment loans and nonauto
goods paper. Commercial banks have
been adding this year to their holdings
of auto paper (which is by far the largest
component of bank-held consumer debt)
but their share of auto credit outstand-
ing has edged up very little.

SURVEY OF CURRENT BUSINESS

Credit unions, which concentrate
almost all of their lending in install-
ment credit, have also increased their
share of total credit outstanding.
Loans held by credit unions are com-
bined in table 4 with a small amonut
of lending by other institutions. The
share of outstandings held by this com-
bined group rose from 13.9 percent in
December 1970 to 14.5 percent in
September 1971. This increase con-
tinues a longrun trend reflecting
growth in the number of credit unions
and in the average size of their asset
holdings. This year’s increase was
probably buoyed by a huge increase in
saving deposits at credit unions; these
grew at an annual rate of over $3
billion in the first three quarters of
this year, as compared with a gain of
$1% billion in the full year 1970.

The share of retail outlets was essen-
tially unchanged through September of

Table 4.=—Lenders’ Shares of Installment
Credit Outstanding

[Percent]
Com- Fi- Retail
Total!| mer- | nance | out- [Others?
cial com- lets
banks | panies
40. 6 34,0 13.7 11.6
40.4 33.6 13.9 12,0
40. 4 33.0 14.1 12,4
41.1 32.4 13.8 12,7
411 32.3 13.4 13.2
41. 4 30.8 13.9 13.9
415 30.4 14.0 14.2
41.6 29.9 4.1 14.4
41, 29.6 4.1 4.5

1. Components may not add to total because of rounding.

2, Mainly credit unions; also includes miscellaneous lenders
sucli(as savings and loan associations and mutual savings
banks.

Note.—Shares caleulated from data for end of period;
zhares in 1971 calculated on the basis of seasonally adjusted
ata.

Source: Board of Governors of the Federal Reserve
System.
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this year, but the share of finance
companies declined 1% percent to 29.6
percent. That decline continues a long-
term trend that accelerated beginning
in mid-1969, when several important
companies began to reduce their pur-
chases of auto paper and increase
their lending to business. During that
yvear of severe credit stringency and
record high interest rates, these com-
panies apparently found rates of re-
turn on auto loans less attractive than
those on alternative investments. Auto
paper held by finance companies de-
clined 10 percent in 1970. Thus far in
1971, finance companies have not in-
creased their holdings of auto or other
goods paper, and have added only
moderately to their holdings of personal
installment loans.

Outlook

The prospects for strong growth of
installment credit in the year ahead
appear quite favorable. The past year
and one half have seen consumers
saving a high percentage of current
income, adding substantially to holdings
of financial assets, and cutting back on
debt burdens. It thus seems clear that
consumers are in a strong financial
position for expanding credit use. Of
course, the extent of the expansion of
credit use—and indeed the expansion
of the economy at large—depends on
consumer confidence and willingness to
spend. Recent months show an increase
in durable goods purchases, not limited
to autos, and a sharp increase in con-
sumer debt, tending to confirm the
sentiment surveys which have reported
an improvement in attitudes and
spending plans.

Erratum

There is a typographical error in table C, page 22, of
“Residential Capital in the United States, 1925-1970" in the
November 1971 SurvEY. The perpetual inventory estimate for
April 1, 1960 should read $408.9 billion, not $480.9 billion.
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® |n November: The unemployment rate edged up to 6 percent
Nonfarm payroll employment increased slightly

The workweek increased somewhat further
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CHART 4
¢ [n November: Personal income rose $3'% billion
o Domestic-model auto sales rate was about 95 million units
® Plant and equipment expenditures expected to rise in current quarter and first half of 1972
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December 1971 SURVEY OF CURRENT BUSINESS 7
T  CHART 5
® In October: Manufacturing and trade firms added $476 million to their stocks
. Merchandise trade deficit was $821 million; dock strikes distorted the data
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U.S. Department of Commerce, Office of Business Economics
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* Seasonally Adjusted
U.S. Department of Commerce, Office of Business Economics

* * Seasonally Adjusted at Annual Rates

8 SURVEY OF CURRENT BUSINESS December 1971
N CHART 6
® |n November: Industrial production increased about 0.7 percent, with most of the rise in nondurables
A Bank credit increased; money supply unchanged
i Interest rates and bond yields declined further
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December 1971 SURVEY OF CURRENT BUSINESS 9
NATIONAL INCOME AND PRODUCT TABLES

1970 1971 1970 1971
1969 | 1970 | II I v I I IIL 1969 | 1970 | II II | v I II Jaid
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of current dollars Bilifons of 1958 dollars

Table 1.—~Gross National Product in Current and Constant Dollars (1.1, 1.2)

Gross nationalproduet. ... ... . ________________ 9291 | 974,1 | 968,5 | 983.5 | 988.4 {1,020,8 |1,043,1 |1,060,8] 724,7 | 720,0 | 721, 1 | 723,3 | 715.9 | 729.7 | 738.4 | 745.5

P 1 pti penditures_..___... ... 579,6 | 615.8 | 613.8 | 620,9 | 624,7 | 644,6 | 660.9 | 672,5] 469,3 | 475,9 | 477.1 | 4779 | 474,2 | 484,8 | 492,3 | 496.5
Durable %oods ................................................ 89,9 | 886 90.7| 90.4 | 84.9 97.6 | 100.8 | 104.7( 84,8 | 814 | 83. 8| 828 76.6| 86.7( 89.2 92.0
Nondura - A .7 | 262,9 (265,56 | 270.9 | 272.0 | 279.8 | 282.0] 202.7 | 207.3 | 206.5 | 207.3 | 209.7 | 209.2 | 213.2 | 213.2
15 0 (1 S 3 .5 | 260.2 | 266.0 | 268.9 { 275.0 | 280.4 | 285.7] 181.8 | 187.2 | 186.8 | 187,9 | 187.9 | 188.8 | 190.0 | 191.3
Gross private domesticinvestment. _.._._____________________._. 137,8 | 135.3 | 1341 | 138,6 | 137,3 | 143,8 | 152,4 | 153.6} 109,6 | 102,2 | 102,7 | 104,0 | 101.2 | 104,7 | 109.9 | 109.0
Fixed investment. ... ... 130.4 | 132.5 | 132,1 | 133.5 | 133.6 | 140.6 | 146.7 | 152.5; 103.2 | 99.9 1 100.7 | 100.1 | 98.1| 102.1 | 105.0 | 107.6
98.6 | 102,1 | 102.1 | 104.8 { 100.8 | 104.3 | 107.0 | 109.3] 80.1] 78.6 | 79,4 80,1 | 78.5| 77.5| 787 79.2

3.5 | 368 3.6 37.3| 37.1 37.9 38.2 39.1] 4.5 | 24.2| 24.4| 24.2| 23.6| 23.8| 231 22,8

64.1 | 65.4| 65.6 ] 67.5 | 63.7 66.3 68.8 70.1} 66,7 | 54.4| B850 | 85.9| 520 | 53.7| 55.6 56.3

31.8| 30.4] 2.9 287 | 32.8 36.4 39.7 43.3] 23.1| 21.3| 21.3| 200 22.6 | 246 | 264 28.5

3.2 | 29.7| 20.3| 281 322 35.7 39.1 42,7 22.6 | 20.9| 208 19.5| 222 24.2( 26.0 28.0

.6 .6 .6 .6 .6 .6 .6 . 6| .4 .4 .4 .4 .4 .4 .4 4

Change in business inventories 7.4 2.8 2.1 5.1 3.7 3.2 5.7 1.1 6.4 2.3 2.0 3.9 a1 2,6 4,9 1.3
Nonfarm_.___ 7.3 2.5 18 4.7 3.3 3.0 5.2 .3 6.3 2.0 17 3.6 2.8 2.4 4,4 .6
Farm .1 .3 .3 .3 .4 .2 .5 .8 .1 .3 .3 .3 .4 .2 .5 7
Net exports of goods and services. . 2,0 3.6 4.2 4,0 2.7 4.2 -5 .5 .1 2.4 2,6 3.2 2,1 2.6 | —1.0 .5
Exports.. oL 55,6 | 62.9| 63.2] 63,7| 63.2 66.1 66. 4 68.9] 48.5 | 522 | 528 | 582.4| 5L9| 82.8| 53.0 55.1
ImpPOrts. . oo caeacaes 63.6 | 69.3| 59.0| 59.7| 60.5 61.9 66.9 68.4] 48.3| 49.8| 50.1| 49.2| 49.8| 60.1| 54.0 54.5
Government purchases of goodsand services. ............___..._ 209,7 | 219.4 | 216,5 | 220,1 | 223,7 | 228,2 | 230,2 | 234,2] 145.6 | 139,4 | 138,7 | 138,2 | 138,3 | 137,6 | 137,1 | 139,5
99.2 | 97.2 96.8| 96.1 | 95.9 96,7 95.7 97.4] 73.8| 66.4) 653 | 63.8| 63.2] 6L5| 60.5 62.5

78.4 | 75.4| 76.1| 42| 73.2 73.0 7.8 (18] RPN DRI PN FURSIRIY PRI PRRSRN SRR SN

2.7 21,9 2.6} 2L.9| 22.7 23.7 23.9 ! PR JREPRRUIPN PRNPRRPN RS PRNIN U RIS IPRSPRU PP

State and local.. .. ____ 110.6 [ 122.2 | 119.7 | 124.0 1 127.9 | 131.56 | 1345/ 136.8] 7.9} 740} 73.4] 743 7562 | 76.1| 76.6 77.0

Table 2.—~Gross National Product by Major Type of Product in Current and Constant Dollars (1.3, 1.5)

Gross 929,1 | 974,1 | 968.5 | 983.5 | 988.4 [1,020,8 {1,043.1 {1,060.8| 724,7 | 720,0 | 721,1 | 723,83 | 715,9 | 729,7 | 738.4 | 745,86
Final sales 921.7 | 971.3 | 966.5 | 978.4 | 984.7 |1,017.6 [1,037.4 |1,0569.7] 718,2 | 717.7 | 719.1 | 719,4 | 712,8 | 727,1 | 733.5 | 744.1
Change in business inventories 7.4 2.8 2.1 5.1 3.7 3.2 5.7 1.1] 6.4 2.3 2.0 3.9 31 2.6 4.9 1.3

Goods output. 457,3 | 468.3 | 468,6 | 474.9 | 467.7 | 483,2 | 494.6 | 501,3| 389.9 | 383,0 | 385.4 | 387,2 | 376,7 | 386,6 | 393.3 | 397.6
Final sales. 449.9 | 465.5 | 466.6 | 460.8 | 464.0 | 480.0 | 488.9 | 500.2| 383.4 | 380.7 | 383.4 | 383,3 | 373.6 | 384.0 | 388.5 | 396.2
Change in business inventories. 7.4 2.8 2.1 5.1 3.7 3.2 5.7 1.1 6.4 2.3 2.0 3.9 3.1 2.6 4.9 1.3

Durable g00dS oo oo e aeme—————— 185.3 | 180.2 | 181.8 | 189.6 | 169.7 | 191.8 | 194.2 | 197.4] 165.9 | 156.1 | 158,8 | 163.7 | 144.4 | 161.9 | 163.4 | 165.7
Final sales. X 3 183.7 | 184.9 | 173.1 | 1880 | 1915 | 198.0] 162.1 | 156,8 | 160.3 | 160.0 | 147.5 | 158.7 | 161.1 | 165.7
Change in business inventories 45( —6—20 4,7 | —3.4 3.8 2.7 -.51 38| —6|—1L5b 3.7 -31 3.2 2.3 .0
Nondurable goods_ - - ... i iicaeiaaaas .1 | 286,09 | 286.3 | 297.9 | 291.4 | 300.4 | 303.8| 224.0 | 226.9 | 226.7 | 223.5 | 232.3 | 224.7 | 230.0 | 231.9
Final sales........_... - 7| 282.0 | 284.9 | 200.9 | 292.0 | 297.4 | 302.2] 221.4 | 223.9 | 223,11 223.3 | 226.1 | 226.3 | 227.4 | 230.5
Change in business inventories. . 4 4.0 .4 7.1 —. 6 3.0 1.6] 2.6 3.0 3.6 .2 62| —6 2.6 1.4
Services.__._______. remmaane 377.4 | 410,3 | 406,2 | 4137 | 420.6 | 432.3 | 439.8 | 446,1] 267,8 | 273,4 | 272,3 | 273,9 | 274,5 | 276,1 | 277.6 | 278.8
Structures. . . e cccvar———————————— 94,4 | 95,5 93,7 | 94.9 | 100,1 | 1052 | 108,6 | 113.4] 67,0 | 63,6 | 63.4| 62,2 | 647 | 67.0 | 67.4 69,1

Table 3.—Gross National Product by Sector in Current and Constant Dollars (1.7, 1.8)

Gross national product. .. ... .. 9291 | 974,1 | 968,5 | 983,5 | 988,4 |1,020.8 (1,043,1 (1,060,8] 724,7 | 720,0 | 721.1 | 723,83 | 715,9 | 729,7 | 738.4 | 745.5
Privale . et craceen 825,3 | 859,8 | 864,8 | 868,3 | 871,6 | 899,5 | 920.1 | 936.4] 664.0 | 659,4 | 660,4 | 662,8 | 665.4 | 669,0 | 677.5 | 684,2
792.5 | 823.4 | 819.7 | 831.3 | 833.5 | 859.6 | 877.9 | 894.5| 643.5 | 638.5 | 640.1 | 641.8 634. 1 646.9 | 654.1 | 661.7

764.5 | 796.2 | 790.9 | 804.1 | 806.4 | 831.5 | 849.0 | 863.7) 619.3 | 614.6 | 616.1 | 618.6 622.0 | 629.0 | 634.9

28,0 28.2) 288 27.1 | 27.1 28.1 28.9 30.8] 24,2 239} 23.9| 23.2 24.9 249 250 26.8

Households and institutions PO 28.5 | 317 | 31,0 321} 330 34.2 35.0 36.9] 16.6 | 17,0 | 16.8| 17,0} 17,1 | 17.6 | 17.7 17.8
Rest of the world............ 4.3 4.6 4.1 4.8 5.1 5.6 7.2 59 4.0 4,0 3.6 40| 42| 45 58 4.7
G 1gover e rcmrececmcccacecmcscorsecsccenaceenn 103,8 | 114,4 | 113,8 | 115,2 | 116,8 | 121,3 | 122,9 | 124,5] 60.7 | 60,6 | 60,7 | 60,6 | 60,5 60,8 | 60,9 61,3

NOTE.—The national income and product account estimates do not yet reflect the provisions of the Revenue Act of 1971 that was signed into law in December.

HISTORICAL STATISTICS

National income and product data for 1929-63 are in The National Income and Product Accounts of the United States, 1929-1965,
Statistical Tables (available at $1 from Commerce Department Field Offices or the Superintendent of Documents; see addresses inside
front cover). Each July SURVEY contains preliminary data for the latest 2 years and final data for the preceding 2. The July 1971 issue has
data for 1967-70. Prior July issues have final data as follows: 1964-65, July 1968; 1965-66, July 1969; 1966—67, July 1970. OBE will provide
on request a reprint of final data for the years 1964-67.
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SURVEY OF CURRENT BUSINESS

December 1971

1970

1971

1969 | 1970 | II | IIT ~ v

I

It

III

Seasonally adjusted at annual rates

Billions of dollars

1970 1971

1969 | 1970 | II ‘ III ’ v 1 I} III

Seasonally adjusted at annual rates

Billions of dollars

Table 4.—Relation of Gross National Product, National Income,

and Personal Income (1.9)

Groes national product.

............. 929, 1 1974.1 (968.5 [983.5 (988,4

Isss Capital consumption allow-
........... 81.1 | 87.6 (8.9 882|808

Equals: Net national product. ... 848,0 [886,5 [881,6 (895.3 |898.6
Less: Indirect business tax and | 85.7 [ 92.9 | 91.9 | 94.2 | 95.8

nontax liability_........__..
Business transfer payments..| 3.7 | 3.9 3.9 | 40| 4.1
Statistical discrepancy...---- —4.1 (—4.56 |—5,8 {—3.2 |—1.6

Plus: Subsidies less current surplus
government enterprises..... L1} L7 L8! L9/ L7
Equals: National income.______..._. 763,7 (795.9 |793.4 (802.2 802,1

Less: Corporate profits and inven-

tory valuation adjustment_{ 78.6 | 70.8 | 71.5 | 73.0 | 69.0

Contributions for social in-
£ 1V SR 54.0 | 57.6 | 67.4 | 58.4 | 68.5

Wage accurals less disburse-

ments__._....__.

Plus: Government transfer pay-
ments to persons
Interest paid by government

.0 0)-21 ) —.4 .0

........... 62.2 [ 75.6 | 77.3 { 77.2 1 80.7

(net) and by consumers....[ 29.0 | 31.7 | 31.1 | 32.2 | 32.4

Dividends.......

............ 24.4 1250 (2491252250

Business transfer payments..| 3.7 3.9 3.9| 4.0 41

Equals: Personal income.

........... 750,3 {803.6 803.8 |809.8 [816.7

1,020.8

95.6
925, 2
99.3
4.2
-4.9
1.6
828,3

75.8
63.9

83.7
32.0
25.6

4.2

834,3

10431

97.3
945.7
101,7

4.2
—4.0

844,5

78.3
66.0

31.7
25.4
4.2

854.8

1060, 8

99,6
9614
105.6

4.3
-1.9

854,1

76.7
66.2

92.5
32.4

4.3
866, 1

Table 5.=~Gross Auto Product in Current and Constant Dollars

(1.15, 1.16)

Gross auto product !

Personal consumption expenditures.| 31.7 | 28.0
Producers’ durable equipment_..| 5.6 | 4.9
Changein dealers’ autoinventories.| .1 | —.

Net exports._._.___._

Exports...
Imports

Addenda:

New cars, domestic 2
New cars, foreign_.._...

Gross auto product !

Personal consumption expenditures.} 30.
Producers’ durable equipment...| 5.
Change indealer’sautoinventories.

Net exports..........

Exports...

New cars, domestic 2
New cars, foreign.......

Billions of current dollars
............ 36.6 | 30.6 | 35.2 | 34.1 | 22,0 42,1 | 40,0 | 43.1
20.9 | 20.6 | 23.5 33.9| 345 8.5
53| 52| 41 6.0 6.1 6.6
9] 11 .51-3.6 4.1 1.4 1.6
............ —1.1(|~1.8 [-1.4 [-1.6 |—23| —22| =23 -8.0
22| 20] 24 22| 1.4 2.6 2.7 2.9
34| 37| 38| 3.7 37 4.8 5.0 5.8
............ 32.2 | 26.0 | 30.3 | 30.2 | 17.1 3.7 341 384
............ 56| 63| 67 65| 6.5 7.9 8.2 7.9

Billions of 1958 dollars

............ 35, 28,3 | 33.0 | 31.6 | 19.6 36.8 | 347! 37.3
3 (259280274211 20.5| 29.9 | 32.4
.4 | 46| 50| 49| 3.7 5.3 5.3 5.8
A1 =91 11 .5 |—3.4 3.8 1.2 1.5
............ -1.1|-.7[-L38 [~1L5|-22| =20} =21 -27
22| L9} 24} 2.1 | 13 2.4 2.4 2.6
............ 33| 36 3.7} 36| 3.5 4.4 4.6 5.3
............ 3l.4 | 24.7 | 20.0 | 28.6 | 15.8 329 30.5| 4.1
............ 55| 60 64 52| 60 7.1 7.3 7.1

1. The gross auto product total includes government purchases
2. Differs from the gross auto product total by the markup on both used cars and foreign

cars.

Table 6.—~National Income by Type of Income (1.10)

C tion of loyees. . .._......

Supplements to wages and salaries. .
mployer contributions for social
insurance.........oooooooooooo
Other labor income.............__.
Proprietors’ income____________._._____

guslness and professional___...._....

Rental income of persons. ...

Corporate profits and inventory uhu-
tion adjustment. _.

Profits before tax.........._......_..
Profits tax lability. .
Profits after tax__.

Dividends.
Undistributed profits._._.____._.

Inventory valuation adjustment.....

Net interest... ... .. ...

793.4 (802,2 (802,1 |828,3 |844,5 | 854,1
§98.5 |606.5 |609,3 [627,9 (639.5 | 647.7
538.5 |545.2 {547, 2 |662.3 (672.4 | 579.0
424.4 1429.4 1429.9 |441.2 (449.8 | 454.0
945 56,0 | 686 1008 100 | 100:9
60.0 | 61.3 | 62,1657 | 67.1] 6€8.7
20.5|30.1)30.1}331|33.7; 346
30.4 | 31.2 320326334 341
67.6 | 66,0 | 65,9 | 66,0 | 66,7 | 68,8

51.0 | 51.4 | 61.5 | 51.2 | 61.5 | 51.8
16.6 | 14.5 | 14.4 | 14.8 | 156.2 | 17.0

23,2 | 23,4 23,7 | 23,8| 24,2 | 24,5

71,5 {73,0| 69,0 | 75,56 | 78,3 | 76,7
75.8 | 78.5 | 71.6 | 79.1 | 83.3 | 83.1
34.5 1366323362374 37.9
41.3  42.9 | 39.2 | 42.90 | 46,0 | 45.2
24.9| 25.2|25.0) 26.6125.4| 257
16.4 | 17.7 | 143 17.3 1 20.5 | 19.6
—4.2 |—5.5 |—2.6 [—3.6 [~5.1| —6.4

32,6 | 33,4 34,2 | 35,0 358 36.4

Table 7.~~National Income by Industry Division (1.11)

All industries, total_.__._..._....

Agriculture, forestry, and fisheries... ..

Mining and construction

Manufacturing. ... .........__..
Nondurable goods.
Durablegoods. ... ccccoooiooaaoo

Transportation. ... . ... .........__.
Communieation............_...... .-
Electric, gas, and sanitary services..._
‘Wholesale and retail trade.._..........

Finance, insurance, and real estate__..
ervices.

[P )

& 00 =

Bxlls)
-~

=
»8 8% BR=S8

—

=
DR NO =R Wk

|

793.4 [802,2 (802,1 1828,3 1844.5 | 854,1
25.2|23.2 | 23.3 |23.9 244 26.1
48,9 | 49.5 | 60.3 | 50.3 | 51.6 | 5L8
220.1 |219.9 [210.1 (223.3 |226.9 | 225.9
86.9187.9187.889.391.2| 92.2
133.2 |132.0 |122.4 |134.0 {135.6 | 133.7
20.0129.9 | 30.0 | 31.7 | 32.1 | 32.4
16.8 1 17.2 [ 17.3 | 17.0 | 17.2 | 16.4
14.2| 146 | 14.8 14,8 [ 15,56 | 16.0
121.6 (123.1 (124.7 (126.6 |129.9 | 132.3
85.5 | 88.3 | 90.9 | 92.4 | 93.8 | 95.8
102.2 |104.0 |106.2 |108.5 |110.1 | 112.5
125.9 {127.7 1120.4 |134.1 |136.9 | 138.8
41| 48! 61| 56| 7.2 5.9

Table 8.—Corporate Profits (Before Tax) and Inventory Valuation

Adjustment by Broad Industry Groups (6.12)

All industries, total_..__.__._....
Financial institutions___.__._...... ...
Nonfinancial corporations_...._._..___

Manufacturing......................
Nondurable goods. R
Durable goods.......

Transportation, 0! unicatlon,
and public utilities

All other industries____

71,5 (73,0 | 69,0 | 75,5 | 78,3 | 76,7
12,1 13,5 | 14,0 | 14,1 | 13,6 | 14,2
59,4 | 59,5 | 54.9 | 61.4 | 64,7 | 62,5
26.0 | 32.4|33.3| 3L9

165 168|162 | 16.4 | 17.3 | 17.6
149 |13.8| 88160161 143
7.8| 70| 81| 78| 7.7| 7.8
20.1| 20,0 21,9 | 216 | 236 | 22.7
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1969 | 1970

1970

1971
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Seasonally adjusted at annual rates

1969

1970

1970 1971

II I | III

I ’ v I

Seasonally adjusted at annual rates

Billions of dollars Billions of dollars
Table 9.—Gross Corporate Product! (1.14) Table 10.—Personal Income and its Disposition (2.1)

Gross corporate product. . _____. 526.3 [641,6 (540,1 [547,6 |544,3 |568,6 [579,8 | 586,4 Personalincome... ... . ..._....... 803,6 |803.8 809.8 (816.7 (834.3 (854,8 | 866,1
Capital consumption allowances.......| 51.3 | 56.2 | 55.7 | 56.7 | 58.0 | 62.6 | 64.0 | 65.5 Wage and salary disbursements. 541.4 540.6 |545.6 |547.2 [562,3 |572.4 | 579.0
Indirect business taxes plus transfer Commodity-producing industri 2007 [200.9 [201.4 [198.4 |203.2 {206.7 | 206.8

payments less subsidies...._........ 49.2 | 522 | 51.9 | 52.8 | 53.4 | 65.6 | 56.9 | 59.3 Manufacturing.__ 158.3 [158.9 (160.1 |155.1 |150.6 |161.7 | 161.7

Distributive indus! 129.1 [127.9 |130.7 [131.8 |135.5 {138.3 | 140.1

Income originating in corporate busi- Service industries. 96.7 | 95.6 | 97.2 | 99.7 [102.6 [104.9 | 107.1

L Lt 425.9 1433.1 |432.6 |438.1 1432.9 1450, 3 1458.9 | 461.5 Government. . ... 114.8 {116.2 (116.2 (117.3 [121.0 {1226 | 125.0

Compensation of employees......... 350.5 |366.0 |364.2 (368.8 |367.9 |378.9 (386.1 | 389.3 Other labor income..... ... 30,8 130.4 31,2 320 (326334 341
Wz?ges and salaries.._.... -.|311.1 |324.2 1322.9 |326.5 (325.2 |333.9 [340.2 | 342.5

Supplements. ... ........ 39.4 [ 41.8 | 41.3 1 42,3 | 42.7 | 45.0 | 45.9 | 46.8 Proprietors’ income.... ............ 66.9 | 67.6 | 66.0 | 65.9 | 66.0 | 66.7 | 68.8

Business and professional......._.. 51.0 [ 51,0 | 51.4 | 51.5 | 61.2 | 1.5 | 51.8

Net interest. . ...........o.o........ 12| L1 n2| 11} L0} 10| 11 1.1 FAPM e e eeoeeoeee oo oo 15.8 | 16.6 | 14.5 | 14.4 | 14.8 | 15.2 | 17.0

Corporate profits and inventory Rental income of persons___.___._... 23,3 | 23,2 | 23,4 |23.7|23.8{24,2] 24,8

valuation adjustment____._..._. 74.2166.067.2)|68.2)640)70.47L7| 7.2 Dividends.... ..o oooeeeeeeeeen 25.0 {24.9 (25.2 | 25.0 (25.6 { 25.4 | 25.7

Profits before tax._.... 79.7| 70.6 | 71.4 | 73.6 | 66.6 | 74.0 | 76.8 | 77.7 P 1 interest income. ... 64.7 1 63.7 | 65.6 | 66.7 | 67.0 | 67.4 | 68.8
g el HEEHE AR
Profits after tax. - - , 3 . . 3 8 g . Transfe ments. -« .oooooccoanan 79,6 | 81.1 | 81,2 | 84.8 | 87.9 | 96.4 | 96,9

Dividends. ......._... 22.4 | 228 | 230 | 230|227 282|222 | 230 Old-ngo, sarvivors, disability, and
Undistributed profits.......... 17.6 | 13.6 | 13.9 [ 15.1 | 11.6 | 14,6 | 17.2 | 16.8 health insurance benefits__ ... 33.0 138.5|41.4 |39.0 | 30.4140.7|47.0] 45.6
Inventory valuation adjustment..}—5.5 (—4.5 |—4.2 {—5.5 |-—2.6 (—3.5 {—5.1 | —6.4 State unemployment insurance s R \ . ,
2.1 .9 .61 4. 51| 6. 6.1 6.
Cash flow, gross of dividends....._.... 91.3|92.6 | 92.6 | 94.8 | 92.3 1004 (103.5 | 105.4 . 7| 9.5 99104 {110 {114 115
Cash flow, net of dividends_.._...._._. 68.9)69.8/69.6 | 71.8(69.6 77,282 823 26.7 (28.1 | 29.8 [ 31.1 | 31.9 | 33.4
Gross product originating in
financial institutions_.._....__. 24,3 | 25,4246 261269 |27,7|27.8] 28,5 27,8 | 28,3 | 28,4 | 30.9 | 31.3 | 31.6
Grose product originating in
financial corporations. ........ 502, 0 1516, 2 |815.5 |521,5 |517.4 |540.9 (552,0 | 567.8 MONEE. - oo oo emmen 116.2 115, 9 {118,0 [113,5 |115.2 [112,7 [114,0 | 116,9
Capital consumption allowances....... 49.5 | 54.1 | 53.6 | 54.5 | 55.7 | 60.2 | 61.5 | 62.9 E, . bl 14 .-J634.2 [687.8 |685.7 [696,2 |701.5 [721.6 [740,8 | 749,2
Indirect business taxes plus transfer quals: Disp i
payments less subsidies...._........ 47.1149.9 1 49.5 | 60.4 ) 50.9 1 52.9 | 541 | 56.3  Legs: Personaloutlays. .. ........... 596.3 1633.7 [631.5 [638.9 1643.0 [663.2 {679.5 | 691.5
. Personal consumption expenditures._{579.6 [615.8 |613.8 [620.9 624.7 [644.6 (660.9 | 672.5
Income originating in nonfinancial Interest paid by consumers.......... 15,8 | 16.9 | 16.8 [17.1 [ 17.4 | 17.7 | 17.9 | 18.0
corporations_. . ... ............. 405. 5 |412.2 |412. 4 |416.5 |410.7 |427.8 [436.5 | 438.6 Personal transfer payments to for- o Lo
............................ . 9] LO .9 .9 9 L .
C%npensatgnslagt employees ggg,g %g 333; 23?‘3 :;402.3 g{g_; 362.1 %g g eigners 9 : o

ages and salaries . . . . . .9 1319.4 | 321 : Personal saving. ... ... 37,9 | 54,1 | 54,2 | 57.4 | 58.5 | 58.4 | 60,9 | 57.

Supplements. ... 36,9 39,0 | 38.6 | 39.5 | 30.8 | 410 |42.7 | 43.5 auals: Personalsaving

Netinterest .. .. .. ... 12,9 | 14.8 | 14.6 | 15.0 | 15.4 [ 15,8 | 16.2 | 16.6 Adden d:k . v
Corporate profits and inventory Disposable perso! ncome:

Kot s EHEHEAPHE NPT TRt s sl el e el e B e
Tofits before tax...... 8 8 . . A g 63.2 . » current dollars...... g d y ) ) g s
I;rogts :ta?g liability 333 23.; g;; %sg 22-;.8 233_3 30.4 30'% Per capita, 1958 dollars.._........... 2, 535 |2, 505 (2, 606 {2,613 |2, 588 |2, 631 (2,669 | 2,669

rofits after tax_ 34. 30. . 1. .8 . 32.8| 33
Dividends.._._... ... 20.9|21.1(21.2|21.2|20.9]21.4|20.5]| 21.2 Personal saving rate,? percent__....._. 6.0 79! 79 82| 83/ 81| 82 7.7
Undistril:iutet.i ptogts.-_....t... 13.2 9.6 _1402 10.7| 6.9 9.6 (12.3| 118
Tnventory velustion adjustment...—5.5 4.5 |—4.2 |=8.5 |=2.6 |=3.6 | ~5.1 | 6.4 Table 11.—Personal Consumption Expenditures by Major Type (2.3)
Cash flow, gross of dividends_......... 83.884.8|852|86.583.5|9.1|943] 9059
Cash flow, net of dividends..._..._.....] 62.9 [ 63.7 | 63.9 | 65.3 | 62.7 | 69.8 | 73.8 | 74.7 | " ai
expendi-
Pm_iol_ls!l:?_onpe ..... 579, 6 (615.8 |613.8 [620.9 |624,7 [644,6 (660,9 | 672,5
Billions of 1958 dollars
. ° Durablegoods. ... ... . ....oc.o.. 89,9 | 88.6 | 90,7 | 90.4 | 84,9 | 97.6 [100.8 | 104.7
Gross product originating in Automobiles and parts. . .......... 40.4 | 37.1|39.1 [ 38.8 |32.7 |44.1 457 | 49.2
corporations. ... . .6 136.3(37.4(37.6(37.0]37.6(3.5|40.4| 40.6
nonfinancial corporations 430,56 [425.0 |427.7 (427.6 1416,7 1431,8 [437.0 | 438, ggégrjf\ﬁo:ixfk?&sfﬁctli??ilfl}fl}f. %2.3 142 140|146 | 146|140 | 14.6 5.0
Dollars Nondurable g00d8_ .o 2476 [264,7 |262,9 (265.5 [270,9 (272,0 (279.8 | 282.0
Food and beverages. __._.._._....... 122.5 [131.8 [131.4 [132.4 |134.3 [135.1 (138.2 | 139.2
Crre™ ol o8t Der it of Clothing and Shows. --------o12 10 w3 (w2 (w1 (54 02 (48570 | Br3
o 088 odu ... . A 3 . . 3 3
originating In nonfinancial Sasaline and ofl 57.5 | 5.9 | 57.8 | 59.0 | 58.3 | 60.4 | 60.6
LI N X . . , L . 1,212
corporations 1,166 |1,215 11,205 11,220 |1,242 (1,253 |1.263 2602 |265.0 |268.9 |275.0 |280.4 | 285.7
Capital consumption allowances_......] .115 | .127 | .125 [ 128 | . 134 | .139 | . 141 | .143
Imﬁrect business taxes plus tran: 90,3 {91.8|904.1|98.4|98.6 lgg;
payments less subsidies...... o] L1209 [ L117 | L16 | 118 | L322 | 122 | .124 | 128 35.7 | 36.7 | 36.9 | 37.7 | 38.6 -7
Compensation of employees. . {.768 | .810 | .801 | .811 | .829 | .824 { .829 | .832 17.6 | 18.1 [ 18.3 | 18.6 | 18.9 19.3
Netinterest . .. .. . ____..___....... .030 | .035 | .034 | .035 | .037 | .037 | .037 | .038 116.6 |118.3 [110.5 [122.3 [124.2 | 126.
o aqpromis and inventory valu- | 4| 125 | 120 | 128 | .120 | 130 | .13 | .13 he National I and
ation adjustment______..__.__.__..__ .1 .1 . . . . . . — i jons in the ationa) necome
Profits tax liability.._....._... .078 | .064 | .065 | .066 | .059 | .067 | .070 | .070 Table 12.—Foreign Tlr)an‘slact Accounts (4.1)
Profits after tax plus inven- roduc .
tory valuation adjustment...| .067 | .062 | .064 | .062 | .060 | .063 | .064 | .060
Recelpts from foreigners_____.._..... 55.6 | 63.8 | 64.1 | 64.6 | 64.0 | 66,8 | 67.1 | 69,6
1. Excludes gross product originating in the rest of the world.
2. This is equal to the deflator for gross product of nonfinancial corporations, with the decimal ~ Exports of goods and services.......... 56.6 | 62.9 | 63.2 | 63.7 | 63.2 [ 66.1 | 66.4 | 68.9
point shifted two places to the left.
3. Personsl saving as a percentage of disposable personal income, Ca;z;ts.l grants received by the United 0 ° 0 0 . 7 7
r SRR P . .
Paymentsto foreigners. __........_.. 55.6 | 63.8 | 64.1 | 64.6 | 64,0 | 66,8 [ 67.1 | 69.6
Imports of goods and services......_._. 63.6 | 50.3 | 59.0 | 50,7 | 60,56 ( 61.9 | 66.9 | 68.4
Transfers to foreigners................. 2.g 3.3 ?8 3.3 3.8 3.; I{g Iil%
5%'32&“:‘55;;6 """ | 21| 22| 20| 23| 24 22] 22| 22
Net foreign investment. ... ........-.. -9 1.3] 20} L6 2] L8 |-30}-20
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Index numbers, 1958 =100

Table 13.—Federal Government Receipts and Expenditures (3.1, 3.2)

Table 16.—Implicit Price Deflators for Gross National Product (8.1)

Federal Governmentreceipts__.__._._.

Personal tax and nontax receipts...
Corporate profits tax accruals._.....
Indirect business tax and nontax

BCCUralS. - oo
Contributions for social insurance. ..

Federal Gover: t ditures.. ...

Purchases of goods and services......
National defense....__...........

Grants-in-aid to State and local gov-
ernments. ... .ol

Netinterestpaido ... ...

Subsidies less current surplus of gov-
ernment enterprises...............

Less: Wage accruals less disburse-

Surplus or deficit (—), national
income and productaccounts. . ...

1915

92,2
30.6

19.3
49.3

205, 1

~13.6

193.8 |191.3

94.5 | 89.7
30.9 | 3L.9

19.1 (19,7
49,2 | 50.0

207.9 |206.7
96.8 | 96.1

75.1 | 4.2
21

oww N
[=-3 n
pRE B

85.
63.
2.

23.9 | 24.9

wWhd ©

14.3 | 15.0

5.6| 58

-21| —.4

—14,1—15,4

195.6

87.6
32.4

20.6
55.0

213.2
96.7
73.0
23.7
69.6
67.4

2.2
271.3

14.0

5.7

—17.5

198,83 | 202,6 Gross national produet_.________
88.4 | 90.0  Personal consumption expenditures. ..
33.4| 339

Durablegoods_ ... __._..____.__
20.6 | 21.8 Nondurable goods
55.9 | 56.9 Services._ ... ...

2209 | 223.9 Gross private domestic investment_____

96.7 | 97.4 Fixed investment . _._____..___.____.
7.8 | 70.8
23.9 | 26.6 Nonresidential .. _.._._.._.._.____.
7.5 | 77.6 Struetures_ . . __._.___._.__.___
75.3 | 75.3 Producers’ durable equipment _..
2.2 2.2
2.5 30.1
13.4 | 14.0
4.8 4.9
0 .0
services. . ... ... ...
—22,6|-21.2
Federal .- ... .. ... ...

Table 14,~~State and Local Government Receipts and Expenditures
3.3, 34)

128, 21135, 29
123,5 1129.4
106. 0 (108.9

128.7
108.2

127.4
139.3

156.1

148.2
163.1

134,32

138, 07|139.88|141, 27(142, 31
131.7 ]133.0 [134,3 | 135,4
110.8 |112.5 |113.0 | 113.8

129.2 (130.0 (131.3 | 132.3
143.1 |145.6 |147.6 | 149.3

161.7 |165.8 {167.5 | 168.0

151.8 |157.2 |158.2 | 155.9
170.2 [172.8 (175.5 | 177.8

Table 17.—~Implicit Price Deflators for Gross National Product by

Stateand localgovernmentreceipts_____

Personal tax and nontax receipts....
Corporate profits tax accruals....._.
Indirect business tax and nontax

Purchases of goods and services____..
Transfer payments to persons.
Net interest paid .. c.ccoooo .o
Less: Current surplus of government
enterprises. -.._ .. ... ..o ..

Surplus or deficit (—), national
i and product -

o

WO I

131.9 |135.3

-3
b
o ®

8.4
24.9

[
B

130,0 (135.1

.1

23.5 | 28.8
745

-3
Hoo S
O =

119.7 {124.0
14.0 | 14, ?

3.8 | 3.9

L9 .2

143.7
25.1

-
I

[
N
weo -3

144.1

13L.5
16.4

_'4

134,32
134.4

121. 6

114.5
126.6

149.2
147.9

106. 6

Major Type of Product
1492 | 1541
25.6 | 26.9 _ Gross national product-.__..__._ 128, 21|135, 29
4.0 40 Finalsales. ... ... ........__.._ 128.3 |135.3
8L.1}| 83.8  Goodsoutpub.........._....._..._.._.. 117.3 11223
gg ad Durable goods - .._...._...._._.. 1117 [115.4
hid g Nondurable goods___.___....__.._._. 121. 4 |127.0
47,7 | 150.3 Services. ... ... ... __._.________ 140,9 (150,1
184.5 | 136.8 Struetures.___..__..._._._._._._....___. 140, 9 |150.2
16.9 17.2 .
"4 ‘1 Addendum:
41 a1 Grossautoproduet_.______.________. 104,.5 |107.9

138, 07/139.88|141, 27142, 31
138.2 1140.0 (141.4 | 142.4

124.1 |125.0 1125,7 | 126,1

117.5 (118.5 {118.9 | 119.2
128.3 |129.7 [130.6 | 131.0

153,2 |156,6 {158.4 | 160,0
154,9 (157,1 {1611 | 164,2

112, 4 [114.4 (115,2 | 115.5

1.6 | 3.8 Table 18.—Implicit Price Deflators for Gross National Product by

Table 15.—Sources and Uses of Gross Saving (5.1)

Sector (8.4)

Gross privatesaving. . .__.___._________

Personal saving......oocooooooaoooo.

Undistributed corporate profits ... .. 20.0

Corporate inventory valuation ad-

justment.____________________._.._.
Corporate capital consumption
allowanees. .. - occoiuioomonaaaeas
Noncorporate capital consumption
allowanees. oo oo oeoccooeiooaoas

‘Wage accruals less disbursements. ...
Government surplus or deficit (—),

national income and product
accounts..___ ... ... __..._..

QGross private domestic investment. .
Net foreign investment___...___.....

Statistical discrepancy. .. ... ... __

153,4

5.1
18.2

-4.5

56.2
314
.0

-13.1
—13.6
.5

.9

136.6
135.3
9

1.3

—4.5

163.3 |157.8

54,2 | 57.4
16.4 | 17.7

—4.2 |—5.5
55.7 | 56.7

L9

.9 .9
136.2 |140.2
134.1 |138.6

2.0 L6

-5.8 |—-3.2

31.3 | 3L.5

—12,2|-15.2
—14,1/~15. 4
.2

167.7

58.4
17.3

-3.5
62.6
32.9
0

W7
145.6

143.8
1.8

—4.9

-17.9
—-17.5
—-.4

Gross national product_.___._.__ 128, 21135, 29134, 32(135, 97138, 07|139, 88141, 27142, 31
Private___ ... ... 124, 291130, 38(129, 43|131, 00|132, 98|134, 45|135, 81(136, 85
173,7 | 170,3
128.1 [129.5 |131.4 (132.9 (134.2 | 135.2
60.9 | 57.7 128.4 (130, 0 (132.4 (133.7 |135.0 | 136.0
20.5 19.6 120.0 {116.8 [108.4 [112.8 |115.6 | 115.1
—5.1| —6.4  Households and institutions_ _..._._|172.8 [186.8 || o oo omeo o et
64.0 | 65.5 187,5 [190,4 [193.2 |199.6 {201, 9 | 203,2
33.3| 33.9
0 ‘% Table 19.—Gross National Product: Change from Preceding
Period (7.7)
—21,0-17,5
Percent Percent at annusl rate
-22.6|—21.2
L6 3.8
Grosa national product:
Current dollars_ . _....._...__...._. 7.5| 48] 63| 63| 2.0(13.8| 9.0 7.0
N .7 Constant dollars. .. ] 25| ~-.6 7| L3 |—41| 80} 4.8 3.9
Implicit price deflator 1 48| 65| 4.6 50 63| 53| 4.0 3.0
149.4 | 151,6 Chain priceindex_ . ... 491 63| 50| 47| 55| 64| 4.8 3.8
152.4 | 153.6 Gross private product:
—-3.0) 2.0 Current dollars._ . ._____...... 7.3 42| 50| 65| 1.5{13.4| 9.5 7.3
Constant dollars 2.6 | =7 .81 L5 (—~44]| 85| 52 4.0
—4.0| —-1,9 Implicit price deflator 4.5 49| 4.1 49| 6.2 | 45| 4.1 3.1
Chain price index. . _ 46| 4.7 | 4. 4.5 54| 55| 49 4.0
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MANUFACTURERS reported modest
declines in sales and inventories in the
third quarter. For the fourth quarter,
they expect little change in sales but
substantial inventory accumulation.
For the first quarter of 1972, they
project a sizable sales rise with moder-
ate inventory additions.

I CHART 7
Manufacturers’ Inventories and Sales

DURABLE GOODS
MANUFACTURERS
Billion $
110

NONDURABLE GOODS
MANUFACTURERS
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Manufacturers’ Inventory and Sales Expectations,
Fourth Quarter 1971 and First (uarter 1972

Manufacturers’ evaluation of the
condition of their inventories changed
little in the first 9 months of 1971.
Although firms holding 20 percent of
producers’ stocks viewed their inven-
tories as “‘high” at September 30, the
amount of imbalance reported by these
companies was small.

These are the results of the latest
OBE quarterly survey of Manufac-
turers’ Inventory and Sales Expecta-
tions, conducted in November. The
previous survey, conducted in August,
had projected a moderate sales rise
and material additions to stocks in the
second half of 1971,

Sales expectations

Sales fell one-half percent from the
second to the third quarter, with both
durable and nondurable goods pro-
ducers reporting declines of less than
1 percent. Manufacturers expect ag-
gregate sales to be virtually unchanged
this quarter, with durable goods pro-
ducers’ sales falling fractionally and
those of nondurable goods producers
rising almost 1 percent.

A 3 percent increase is projected for
the first quarter of 1972—4 percent
for durables, 2% percent for non-
durables. These are substantial gains
relative to the changes of the last few
years. The expected gains are fairly
widespread among industries, with
automotive and steel producers showing
particular strength.

Inventory additions

Manufacturers expect inventories to
rise $1.3 billion in the fourth quarter
and $0.6 billion in the first. The pro-
jected fourth quarter rise would be the
first sizable addition this year; inven-
tories barely changed at all in the first
half and fell nearly $0.3 billion in the

third quarter, reflecting substantial cut-
backs by metal fabricators.

Durable goods producers reduced
their holdings $600 million in the first
three quarters of 1971. They plan a
$600 million addition this quarter and
$400 million next quarter, when steel
and automotive producers plan major
increases.

Nondurable goods producers’ inven-
tories increased $400 million in the
first half of 1971 and were unchanged
in the third quarter. Planned additions
are $700 million this quarter and $200
million next.

Manufacturers’ stock-sales ratios de-
clined in the first half of 1971, rose
slightly in the third quarter, and are
expected to rise further by yearend.
A substantial decline is projected for
the first quarter. Recent fluctuations
have been primarily in the durable
goods sector. The durables ratio is pro-
jected at 2.06 months of sales on Decem-
ber 31 and 2.00 months on March 31.
The ratio ranged from 2.11 to 2.03 in
the first three quarters of this year. The
nondurables ratio is projected at 1.37
months of sales at yearend and 1.35
on March 31. The ratio peaked at 1.41
at the close of 1970.

Inventory condition, September 30

On September 30, companies holding
20 percent of manufacturers’ stocks
judged their inventories ‘high,” down
1 percentage point from June 30 but
unchanged from March 31. The “about
right”’ ratio was 79 percent; the “low,”
1 percent.

Durable goods producers reported
23 percent of their holdings as “high,”
76 percent as “about right,” and 1
percent as “low.” The “high” ratio
reached 28 percent on June 30, 1970
but had declined to 23 percent by last
December 31.
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The ratios for nondurable goods
producers on September 30 were 14
percent ‘‘high,”” 84 percent “about
right,” and 2 percent ‘“low.” The “high”
ratio reached 19 percent on March 31,
1970 but was down to 14 percent 1 year
later.

SURVEY OF CURRENT BUSINESS

Inventory imbalance, September 30

In each of the first three quarters of
1971, manufacturers’ inventories were
about $2 billion in excess of needs
(after netting excesses and deficiencies).
This was equivalent to about 2 percent

Table 1.—~Manufacturers’ Inventories and Sales: Actual and Expected !

[Billions of dollars]
1968 1969 1970 1971 1972
I II |IIT [ IV | 1 II (I | IV | I II (III | Iv | 1 II | III (IV?Z| I2
Inventories, end of quarter:
Unadjusted:

All manufacturing...___.. 86,2/ 87.8( 88.5| 90.5 92.8/ 94.1| 94.7| 06.4| 98.4| 90.0| 98.7/100.1/101.0/100.7| 99. 4/101.3/102. 7
Durables. ... __..__.__.. 56,0| 57.3| 57.7| 58.7| 60.5! 61.5] 61.9| 62.8| 64.2| 64.4| 64.5/ 64.8| 65.4] 65.0| 64.1) 64.9| 66.0
Nondurables________._. 30.2| 30.5| 30.8| 31.8| 32.4{ 32.5 32.8] 33.6{ 34.1| 34.5| 34.2| 35.4| 35.5| 35.7| 35.3] 36.4| 36.7

Seasonally adJusted:

All manufacturing________ 85.7| 87.6| 89.3] 90.7| 92.3| 93.9| 95.5| 96.7| 97.9] 98.7| 99.6(100. 5/100. 5/100. 5/100. 3(101. 6/102. 2
Durables.._._._.._.__. 55.7| 57.0| 58.1 59.0| 60.2| 61.3| 62.3| 63.2( 63.9; 64.2| 65.0| 65.2| 65.1] 64.8| 64.6| 65.2; 65.6
Nondurables._.__.__.._. 30.0| 30.6] 31.2) 31.8| 32.2( 32.6| 33.2| 33.5] 34.0] 34.5| 34.6| 35.3| 35.4] 35.7| 35.7| 36.4| 36.6

Sales, total for quarter:
Unadjusted:

All manufacturing.._.___. 144. 6{153. 5{148. 2,157. 2/156. 4|163. 4/158, 8165, 0(161. 8/168.11162, 1|{161.1/168, 7(179. 2/170.1|175. 5{178.0
Durables..__.___..._._. 80.6{ 86.1; 79.1| 86.5 87.0| 90.9| 85.6| 91.0| 87.8| 92.5| 86.3| 85.6; 92.2| 99.5| 90.8| 95.6| 97.9
Nondurables__.._.____. 64.0] 67.3] 69.0| 70.7| 69.4| 72.5| 73.2| 74.0| 74.0| 75.6/ 75.8| 75.5| 76.6| 79.7| 79.3; 79.9| 80.1

Seasonally adjusted:
All manufacturing.______. 145. 31149, 5/151. 8/156. 0|157. 6/159. 4/163. 0(163. 7|163. 4/164. 1{166. 1(160. 3/170. 5/175. 0|174.1(174. 4|180. 0
urables. ... .___ 80,6} 82,7] 83.0f 85.4/ 87.2| 87.5| 90.1| 90.0| 88.2| 89.1| 90.6| 85.0] 92.6; 95.8| 95.1| 94.9| 98.5
Nondurables__..______. 64.7| 66.8; 68.8] 70.68| 70.4 72.0| 72.9| 73.7| 75.2| 75.0| 75.5| 75.2{ 77.9! 79.2| 79.0| 79.5| 81.5
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of total producers stocks. Last year the
excess ranged from $2% to $2% billion.

The net excess held by durable goods
producers amounted to $1.63 billion on
September 30, little changed from mid-
year. The durables excess peaked in
mid-1970 at $1.90 billion.

The net excess of nondurable goods
producers was $400 million on Septem-
ber 30, unchanged from June 30. The
nondurables excess was relatively small
throughout the past 2 years, peaking at
$600 million on March 31, 1970.

Companies reporting excess inven-
tories had an excess that averaged 12
percent of their inventory book value on
September 30. Companies reporting a
deficiency had an average shortage
equal to almost 20 percent of their book
value.

Table 3.—Inventory Imbalance

1. All actual data have been adjusted to conform with the recent revision by the Bureau of the Census (Report M3-1.3).
2, Expectations reported by manufacturers in November 1971, Inventory expectations have been corrected for systematic

biases.

Sources: U.S. Department of Commerce. Expectations, Office of Business Economics; actuals, Bureau of the Census.

Table 2.,—Manufacturers’ Evaluation of the Condition of Their Inventories !

[Percentage distribution]

Total Durables Nondurables
High About Low High About Low High About Low
right right right
18 78 4 21 75 4 13 83 4
22 75 3 27 70 3 14 83 3
28 70 2 33 65 2 18 79 3
March 31,1967 ... __._. 31 68 1 37 62 1 20 78 2
June 30, 1967_.__._. - 31 67 2 36 63 1 20 76 4
September 30, 1967.. - 27 69 4 34 63 3 15 81 4
December 31,1967 ___.__... 25 72 3 31 67 2 15 81 4
25 72 3 31 66 3 15 82 3
25 72 3 31 67 2 16 80 4
24 73 3 28 70 2 16 79 5
18 80 2 19 79 2 16 82 2
March 31,1969 ___.._._____. 20 78 2 21 77 2 17 82 1
June 30, 1969__....._ - 21 77 2 22 76 2 18 80 2
September 30, 1969, 23 76 1 26 73 1 17 82 1
December 31,1969 ... 23 76 1 25 73 2 18 81 1
March 81,1970_ ... ... ... 24 75 1 27 72 1 19 80 1
June 30, 1970...._ - 24 75 1 28 71 1 17 81 2
September 30, 1970. - 22 77 1 25 74 1 16 82 2
December 31,1970..._...._. 21 78 1 23 76 1 16 83 1
March 31,1971 . _________. 20 79 1 23 75 2 14 85 1
June 30, 1971___._ r2l 78 1 r24 75 1 ri5 r83 2
September 30, 197 20 79 1 23 76 1 14 84 2

r Revised.

1. Condition of actual inventories relative to sales and unfilled orders position as viewed by reporting companies. Percent

distribution of inventory book values according to companies’

classifications of their inventory condition.

NOTE.—Due to change in survey questionnaire, data starting December 31, 1968, are not strictly comparable to prior data.

Source: U.8. Department of Commerce, Office of Busines:

s Economics.

Inven- | Inven- Net excess
tory tory |____
excess defi-
ciency |Amount| Percent
of total
inven-
Billions of dollars tories
All f ers:
Dec. 31, 1968..__.._ 1.73 0.25 1.48 1.7
Mar, 31,1969 _____ 1.87 .16 1L.71 L9
June 30, 1969...__._ 1. 96 .24 1.72 19
Sept. 30, 1969______ 2.36 .15 2.21 2.4
Dec. 31,1969 ______ 2. 50 .16 2,34 2.5
Mar. 31,1970 _____ 2.58 .10 2.48 2.5
June 30, 1970 _____ 2.62 15 2.47 2.5
Sept. 30, 1970____.. 2.48 11 2.37 2.4
Dec. 31,1970._____. 2.4 .13 2.31 2.3
Mar, 31,1971 ______ 2.31 14 2,17 2.2
June 30, 1971_______ r2.37 r.37 r 2,00 2.0
Sept. 30,1971___.__ 2.36 .33 2,03 2.0
Durable goods:
Dec. 31,1968 ... _. 1.19 20 .99 1.7
Mar. 31, 1969______ 1.31 .12 1.19 2.0
June 30, 1969______. 1.35 .18 117 1.9
Sept. 30, 1969 ____. 1.76 .11 1.64 2.7
Dec. 31,1969 ______ 1.91 .13 1,78 2.8
Mar. 31,1970______ 1.97 .09 1.88 2.9
June 30, 1970 ___ .. 2.00 .10 1.90 2.9
Sept. 30, 1970______ 1.94 .07 1.87 2.9
Dec. 31,1970_______ 1.88 .07 1.81 2.8
Mar. 31,1971______ 1.81 .07 174 2.7
June 30, 1971.______ r1.81 r.21 r1.60 r2.5
Sept. 30, 1971______ 1.85 .22 1.63 2.6
Nondurable goods:
Dec. 31,1968______. .54 .05 .49 1.6
Mar. 31, 1969_ ... __ .56 .04 .52 1.6
June 30, 1969.______ .61 .06 .58 1.7
Sept. 30, 1969_ _____ .61 .04 .57 1.8
Dec. 31,1969_....__ .59 .03 .56 L7
Mar, 31,1970___._. .61 .01 .60 1.8
June 30, 1970._.____ .62 .05 .57 1.7
Sept. 30, 1970______ .54 .04 .50 1.5
Dec. 31,1970 _____. .56 .06 .50 1.5
Mar, 31,1971, ____. .50 .07 .43 1.2
June 30,1971___.__. r.56 r.16 r.40 r1.1
Sept. 30, 1971 _._.. .51 L1 .40 L1

r Revised.

Source: U.S. Department of Commerce, Office of Business
Economics.
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Business capital spending in 1971 is
expected to be up 2.2 percent from 1970.
This expectation, based on the Novem-
ber OBE-SEC survey, is the same as
that reported in August. A shortfall
from expectations for third quarter
spending was offset by a rise in the
fourth quarter expectation. Increases
are expected in both the first and sec-
ond quarters of 1972, with spending in
the first half up 6% percent from this
year’s second half.

BUSINESS expenditures for new plant
and equipment in the third quarter
were at a seasonally adjusted annual
rate of $80.8 billion, down $0.9 billion
from the second quarter, according to
the survey conducted in late October
and November by the Office of Business
Economics and the Securities and Ex-
change Commission. Spending is ex-
pected to rise to a rate of $84.0 billion
in the current quarter and to $87.1
billion in the first quarter of 1972.
Expectations for the second quarter
of 1972, which are somewhat more
tentative than those for the more
immediate future, indicate a further
rise to $88.5 billion (table 2).

Capital expenditures for the full
year 1971 are expected to total $81.5
billion,! 2.2 percent above 1970. The
increase is the same as the one reported
in the August survey, but lower than
the increases expected in February
(4.3 percent) and May (2.7 percent;
see table 1). The projected 2.2 percent
rise in 1971 compares with actual
increases of 5.5 percent in 1970 and
11.5 percent in 1969.

Actual outlays in the third quarter of
1971 were 2 percent lower than the

1. The expectation figures have been adjusted for system-
atic biases in survey responses (footnote 2, table 5). Before
adjustment, 1971 expenditures were expected to be $80.57
billion for all industries, $30.05 billion for manufacturing and
$50.52 billion for nonmanufacturing. The adjustments were
applied separately to each major industry; their net effect
was to raise the manufacturing total by $0.16 billion and the
nonmanufacturing total by $0.74 billion.

SURVEY OF CURRENT BUSINESS

Capital Spending Rise Foreseen in the
First Half of 1972

August projection but the fourth quar-
ter expectation was raised an equiva-
lent amount. Shortfalls from third
quarter expectations were widespread
among industrial groups, as were up-
ward revisions of fourth quarter pro-
jections.

First half of 1972
Investment expenditures in the first

half of 1972 are projected to be 6%

Table 1.—~Plant and Equipment Expendi-
tures, Annual Percent Change 1970-71

Expected 1971 as
reported in
Ac-
tual
1970 | Feb- Au- | No-
ruary | May | gust | vem-
ber
| !
All industries_ ______ 5.5 4.8 2.7, 2.2 2.2
Manufacturing ind jes. .8 —.3| —4.2 ~5.8/ —5.4
Durable goods_______... ~1.0] —2.5| —7.1, —9.4| —9.5
Primary metals____._. .3/—10.5| —8.1|—11.0|~11.4
Blast furnace, steel
works.__ . .| =8.6.—12.8 —12.5 —17.4|—17.7
Nonferrous. .| 12.3—12.6) ~8.2 —6.3] —7.2
Electrical machinery..| 116/ 1.2| —§9 —7.1| —6.0
Machinery except
electrical ... ._.______ 1.0| —1,0/~10.7,—16,9/—17.4
Transportation
equipment_.______ —-12,2! —3.8'—10.0 —12.6/—13.5
Motor vehicles.._...| —=3.5, —.4 —4.1] —7.8 —7.5
Aireraft ... .____. —34.8 —5.9 —23.1’-—29.1 —29.6
Stone, clay and glass. .| —7.6| 4.7| ~5.2.—12.1| —9.6
Other durables !______ —.8 =2/ —=2.00 L1 .7
Nondurable goods_.____ 2.8 1.9) —1.4] —-2.1] —1.4
Food including
beverage 9.6/ 4.0/ —6.5| —6.2{ —5.4
Textile._.__._ —11.3 —4.8 —2.7| 3.8/ &9
Paper_____. 4.4 —14.7 —16,1|—26.4/—25.5
Chemieal...___..._._. 1.0, 5.3 —2.1 —.5 .3
Petroleum..__.._____. —.21 5.9 7.0 67 68
Rubber____..____.._._. —13.7'—16.5,—19.4 —15.3/~12.9
Other nondurables 1__. .6/ 9.1 9.5 27 3.7
Nonmanufacturing
industries_ ____________ 8.8{ 7.4 7.3 7.5 7.3
Mining__ ... ________ 1.4 .5 5.20 10.0, 13.0
Railroad. . ......_....._ —4.6| 2.6/ —2.6] ~7.7| —5.8
Air transportation______ 20, 7| —22. 4| —40.0]—39. 2 —38. 4
Other transportation..._{—27.2| 13.4] 18.3] 7.6, 12.0
17.5| 16.5| 18.1| 15.6
22,4/ 210/ 23.1 20.1
—3.5{ —2.6] —3.4| —3.6
10.3) 1.2| 8.8 7.9
Commercial and other__| 3.4/ 3.8/ 6.8 81 0.2

1. Includes industries not shown separately.

Sources: U.S. Department of Commerce, Office of Business
Economies, and the Securities and Exchange Commission.
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percent above the second half of 1971
and 9 percent above the first half of the
year. The planned increase in spending
from the second half of 1971 to the first
half of 1972 is attributable primarily to
the nonmanufacturing industries, which
expect an 8 percent increase. Air trans-
portation companies expect an increase
of 34 percent, the railroads 18 percent,
and other transportation companies 8
percent. Above-average increases are
also expected by communications firms
(12 percent) and gas utilities (10 per-
cent). Electric utilities and commercial
firms expect 6 percent increases while
mining companies project a 7 percent
decline.

Manufacturers expect a 3% percent
rise in outlays from the second half of
1971 to the first half of 1972. The gain
is principally among the durable goods
industries. Producers of stone, clay, and
glass products expect an 18 percent
increase and nonferrous metal and ‘‘other
durable goods” companies project in-
creases of 13 percent and 11 percent,
respectively. Smaller increases are ex-
pected by machinery, aircraft, and
motor vehicle manufacturers.

SURVEY OF CURRENT BUSINESS

December 1971

Table 2.—Expenditures for New Plant and Equipment, 1971-72

[Billions of dollars, seasonally adjusted annual rates]

1971 1972
I ‘ 11 [ 111 ‘ vt It II1
All industries 79.32 81,61 80,75 84,02 87,14 88,47
Manufacturing____.__. 30,46 30,12 29,19 31,12 31,26 31,18
Durable goods_ .. 14.21 14. 06 13.76 15,11 15,94 15,12
Nondurable goods . ... ... 16.25 16.06 15.43 16.01 15.31 16. 06
Nonmanufacturing________ ... .. 48,86 51, 50 51,56 52,90 55,88 57.28

1. As expected in late October and November.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities and Exchange Commission.

In the nondurable goods group, sub-
stantial advances are projected by
manufacturers of textile products (12
percent) and ‘‘other nondurable goods”
(16 percent). Smaller increases (4 per-
cent to 8 percent) are scheduled by the
rubber, food-beverage, and paper in-
dustries but these advances are offset
by a 10-percent reduction expected by
petroleum refiners.

1971 annual investment programs

The 2.2-percent rise in capital out-
lays now expected for the full year 1971
reflects a 7-percent advance in the non-
manufacturing industries and a 5%-per-

Table 3.—Manufacturers’ Evaluation of Their Capacity

{Percent distribution of gross capital assets] t

cent decline in manufacturing. Among
nonmanufacturing industries, electric
utilities project a 20-percent rise,
mining companies a 13-percent rise,
and transportation firms (other than
rail and air) a 12-percent rise. Com-
mercial firms expect an increase of
9 percent, and communications firms,
8 percent. As a result of cutbacks and
postponements in jet aircraft programs,
airlines expect a drop of 38 percent but,
as indicated above, they project a very

I CHART ¢

Manufacturers’ Evaluation of
Existing Capacity*

Percent of Capital Assets Held by Respondents Reporting —

1968 1969 1970 1971
Dec. | Mar. | June { Sept. | Dec. | Mar. | June | Sept. | Dee. | Mar. | June | Sept.
31 31 30 30 31 31 30 30 31 31 30 30
More plant and equipment needed:
All manufacturing . _______________________ 47 48 43 44 46 44 42 41 40 33 30 31
Durable goods 2. . __.___..___...._... 45 46 40 40 39 37 34 33 31 28 25 25
Primary metals.... 41 41 30 31 33 30 30 32 25 20 19 19
Metals fabricators 3 49 49 49 47 43 41 36 35 35 34 24 24
Nondurable goods2____.. 49 49 46 48 53 51 49 48 50 38 35 36
Food including beverage__ 54 46 43 44 47 46 44 4 40 38 35 35
Chemical._________.____ 58 72 56 71 73 68 68 48 57 43 42 46
Petroleum__.______ ... 40 39 41 42 47 48 47 61 60 38 38 38
About adequate:
All manufacturing___________________._ ... 48 47 52 51 49 50 52 51 53 60 61 58
Durablegoods 2. ... . .. .. ... ... 48 47 53 53 53 53 56 55 61 63 63 60
Primary metals._____ ] 4 44 56 54 52 54 54 51 73 77 70 60
Metal fabricators 3. 48 48 48 50 52 52 56 54 54 55 63 63
Nondurable goods 2. ... 48 48 51 49 44 47 48 48 45 57 59 57
Food including beverage._ 41 49 53 53 49 51 53 51 52 52 53 56
Chemical. ......__..... . 40 25 43 27 26 31 31 51 40 53 55 45
Petroleum._ .. .. __.____.___.____. 59 60 58 57 53 52 53 39 40 62 62 62
Existing plant and equipment exceeds needs:
All manufacturing. . _._.___.__..__.__._._. 5 5 5 5 5 6 6 8 7 7 9 11
Durable goods 2. ... ... oo 7 7 7 7 8 10 10 12 8 9 12 15
Primary metals_.._.... 14 15 14 15 15 16 16 17 2 3 11 21
Metal fabricatorss.._____ . 3 3 3 3 5 7 8 11 11 11 13 13
Nondurable goods 2. _._._.. 3 3 3 3 3 2 3 4 5 5 6 7
Food including beverage. . 5 5 4 3 4 3 3 5 8 10 12 9
Chemical ___._..__..._____. R 2 3 1 2 1 1 1 1 3 4 3 9
Petroleum. .. ... ... 1 1 1 1 0 0 0 0 0 0 0 0

1. According to respondent companies’ characterizations of their plant and equipment facilities, taking into account

their current and prospective sales for the next 12 months.
2. Includes industries not shown separately.

3. Includes machinery, transportation equipment, and fabricated metals industries.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities and Exchange Commission.
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sharp increase in expenditures in the
first half of 1972. Declines this year
are expected by the railroads (6 percent)
and the gas utilities (4 percent)
Durable goods producers expect a
9% percent reduction in outlays from
1970 to 1971, with especially large
declines projected by manufacturers of
aircraft (30 percent), iron and steel
(18 percent), and nonelectrical machin-
ery (17 percent). Nondurable goods
firms expect a 1}-percent decrease.
Steep cuts are expected by makers of
paper products (26 percent) and rubber
products (13 percent), but increases are
expected by producers of petroleum (7
percent), textiles (6 percent), and
“other nondurable goods” (4 percent).

Manufacturers’ capacity evaluation

Manufacturers’ evaluations of their
capacity, taking into account prospec-
tive sales over the next 12 months,

SURVEY OF CURRENT BUSINESS

reveal little change between June 30
and September 30 in the need for more
facilities. Companies owning 31 percent
of total fixed assets reported that they
need more facilities, as against 30 per-
cent in June and 41 percent in Septem-
ber 1970 (table 3). The chemical
producers are the only group showing a
sizable increase in the need for addi-
tional facilities.

Companies reporting capacity in ex-
cess of needs accounted for 11 percent of
total fixed assets at September 30, up
2 percentage points from June 30. The
increase was centered in primary metals
manufacturing. Facilities viewed as
“about adequate” as of September 30
represented 58 percent of manufac-
turers’ fixed assets.

Starts and carryover

Investment projects started by man-
ufacturers during the third quarter

17

totaled $7.6 billion, after seasonal ad-
justment, almost 16 percent higher than
in the second quarter (table 4). The
increase was 23 percent for durables
and 9 percent for nondurable goods
manufacturers.

The value of new projects started by
manufacturing companies exceeded their
capital expenditure in the third quarter,
resulting in an increase in carryover—
the amounts still to be spent on plant
and equipment projects already under-
way. Seasonally adjusted carryover at
September 30 totaled $19.6 billion for
all manufacturers, up $0.3 billion from
the end of June but down $2.5 billion
from a year ago.

New projects started by public utili-
ties spurted to a record $6.0 billion in
the third quarter, up sharply from the
$4.8 billion started in the preceding
quarter. Carryover by utilities also rose,
reaching a record $28.9 billion at the
end of the third quarter.

Table 4.—Starts and Carryover of Plant and Equipment Projects, Manufacturing and Public Utilities, 1968-71

{Billions of dollars]}

Starts ! Carryover 2
Annual 1970 1971 1970 1971
1968 \ 1969 ‘ 1970 I [ II ’ 111 v I II III Mar. | June | Sept. ‘ Deec. Mar. | June ’ Sept.
Manufacturing 3 29.64 | 34.07 | 29.18 8.64 6.92 6.54 7.09 6.91 6,48 6.79 | 23.75 | 22,51 | 21.06 | 19.49 | 19.70 | 18.64 18.12
Durable goods 3. __.__.______.._._..... 14,59 | 16.85 | 14.04 4,42 3.37 3.13 3.12 3.49 2.80 3.24 || 12,27 | 11.56 | 10,82 9.67 | 10.05 9.33 9.17
Primary metals. ... ___.__....__ 3.21 2.96 2.55 .65 .54 .93 .42 .78 .56 .39 3.67 3.43 3.54 3.02 3.14 2,98 2.72
Electrical machinery_.__. 1,81 2.80 2.18 .82 .41 .36 .59 .53 .29 .41 2.36 2.21 2,02 1,93 2,04 1.80 1,69
Machinery except electrical 2.70 3.60 3.29 .84 .86 .68 .9 .87 .64 .54 1.17 1.10 .94 .97 .89 .79 .71
Transportation equipment ¢__ | 290 2. 66 2.04 .78 .68 .35 .34 .65 .32 . 80 2.78 2.68 2.43 2.21 2.39 2.21 2.47
Stone, clay, and glass. ..........._ 1.06 1.08 .82 .32 .13 .22 .16 .25 17 .25 .70 .56 .85 .45 .50 .48 .51
Nondurable goods3_..__._._.________. 15.06 | 17.22 | 15.14 4,21 3.54 3.41 3.97 3.42 3.68 3.55|| 11.48 | 10.95 | 10,24 9.81 9. 66 9.31 8.95
Food including beverage___.__.._._ 2.32 2.97 2.50 .66 .65 . 60 .58 .50 .70 .68 1.53 1.44 1.32 1.19 1.08 1.04 1.06
Textile .59 .60 .49 .16 .15 .10 .08 .18 .20 .18 .30 .31 .27 .21 .26 .31 .33
Paper...._ 1,42 1,59 1.54 .58 .33 .18 .45 .21 .17 .32 1,29 1.19 .95 .97 .89 .75 .76
Chemical.. __ 2.98 3.62 3.06 .96 .7 .69 .70 .87 .83 .68 3.10 2.92 2.74 2.51 2.60 2.56 2.42
Petroleum. _ 5. 57 6.19 5. 64 1.39 123 134 1,67 1.26 1.23 1.26 4,04 3.90 3.80 3.80 3.75 3.52 3.28
Publicutilities. . ... __ 12.86 | 15.16 | 17.20 5.63 4.16 2.83 4.58 7.13 4.28 4.36 || 22.39 | 23.26 | 22.51 | 23.35 | 27.36 | 27.81 28.11
Adjusted for seasonal variation
Manufacturing 8 ... oo |l 8.56 6.76 7.26 6.92 6.71 6.53 7.55 || 24.17 | 22.82 | 22.04 | 21.22 | 20.32 | 19.33 19.58
Durablegoods .- e 4.33 3.39 3.52 2.91 3.35 2.91 3.69 || 1290 | 12.21 | 11.80 | 10.98 | 10.78 | 10,17 10, 32
Primary metals.._. .61 .60 1.04 .39 .72 .69 .36 3.87 3.68 3.92 3.48 3.43 3.39 3.11
Electrical machinery.___ .78 .42 . 40 .86 .48 .30 .48 2.30 2.15 1,98 1.97 1.97 1,73 1.67
Machinery except elect: .71 .99 .82 .81 .56 .64 .63 1. 60 1.66 1.60 1.63 1,47 1,39 1.37
Transportation equipment 4 .84 .46 .36 .36 .65 .28 .87 2.81 2. 59 2.38 2,23 2.35 2.13 2. 49
Stone, clay, and glass_ _ . ..o oo feeoiao i |oooiii it .32 12 .22 .16 .23 .18 .23 (] .62 .60 .53 .54 .54 .55
Nondurable goods 3_ ..o ||l 4,23 3.37 3.74 4.01 3.36 3.62 3.96 || 11.27 | 10.61 | 10,25 | 10.25 9.55 9.15 9,26
.1 .59 .63 .59 .54 .83 .71 1.61 1,50 1.4 1.33 1.18 1.10 1.19
.21 .14 .10 .07 .20 .18 .17 .33 .33 .29 .23 .29 .32 .34
.49 .29 .20 .64 .16 .15 .44 1.20 1.08 .85 1,10 .92 .77 .91
.94 .55 .81 .85 ) .73 il 3.13 2.81 2.70 2.73 2,65 2.53 2.45
1,42 1.28 1.51 1.42 1.26 1,36 1. 42 3.99 3.85 3.93 3.89 3.63 3.48 3.41
Publicutilities_ . ______. . ___________ |||l 3.95 4.84 3.65 4.91 5.10 | r4.76 5.96 || 21.12 | 22.77 | 22.96 | 24.45 | 25.89 | r26.89 28.88
r Revised. . . . . . he ei 4. Includes guided missiles and space vehicles.
pelr'io%t.arts are estimated by adding changes in carryover to expenditures during the given Note.—Details may not add to totals because of rounding.

2. Carryover refers to expenditures yet to be incurred on plant and equipment projects

already underway at end of period.
3. Includes data not shown separately.

451-624 O - 72 - 3

and Exchange Commission.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities
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Investment determinants

The factors believed to be influential
near-term investment determinants con-
tinue to be mixed. The uncertainties
arising from the announcement of new
economic policies by the President on

SURVEY OF CURRENT BUSINESS

August 15 seem to have been somewhat
dispelled. The major negative factor in
the business investment picture con-
tinues to be the low rate of capacity
utilization in manufacturing. The pace
of economic activity, cash flow, and
interest rates continue to show improve-
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ment, and these trends should be rein-
forced by the liberalized depreciation
procedures introduced at midyear and
the reinstatement of the tax credit
for expenditures on machinery and
equipment.

Table 5.—~Expenditures for New Plant and Equipment by U.S. Business,! 1969-72

[Billions of dollars]
Annual Quarterly, unadjusted Quarterly, seasonally adjusted annual rates
1970 ‘ 1971 1972 1970 1971 1972
1969 | 1970 | 19712
1 II | III | IV I 1I ’ Ir | 1vez, 12 I 1I I | 1v 1 Ir | IIf |IV? I2
| | | | ] |
Allindustries. ... ____________..__.. 75.56 (79.71 I231.47 17.47 20.33 '20.26 21.66 :17.68 \20.60 20.14 [23.04 19.48 '78.22 ‘80.22 81.88 [78.63 (79.32 181.61 (80.75 | 84.02 | 87.14
Manufacturing industries_ . .......__.__________ 31.68 31.95 30.21 | 7.14 | 8.15 | 7.99 | 8.66 | 6.69 | 7.55 | 7.31 | 8.66 | 6.88 32.44 32.43 |32.15 30.98 :30.46 |30.12 |29.19 | 31.12 | 31.26
Durablegoods_ ... _.___.______.________ 15.96 [15.80 ‘14.29 3.59 | 4.08 | 3.87 | 4.26 | 3.11 | 3.52 | 3.40 | 4.26 | 3.50 |16.40 |16.32 |15.74 |14.92 [14.21 |14.06 [13.76 | 15.11 | 15.94
Primary metals 3. __.__ ... _______ 3.23 |13.24 287 .69, .78 | .81 L9517 .651 .72 .65 .85 | .65 |3.28(3.15(3.21|3.31)3.08(291|2.56| 2.96| 3.06
Blast furnace, steel works. _ . 1.68 | 1.38 .85 | .43 | .42 .47 | .33| .33 .32 .40 .28 |1.72| 1.73 (1.67 | 1.60 | 1.60 | 1.33 | 1.26 1.38 1.38
Nonferrous. ..o 1.24 | 1,15 .27 | .28, .31 .38 .24 .29 | .26 .35| .291.25 112|121 {1.35}108 122|101 1. 26 1.27
Electrical machinery..._._______________.__ 2,03 227 1213 | .48 .5 | .55 | .68 | .41, .53 .52 .67 .50 (2,25 227 |2.28 1227194213217 | 2.24| 2.32
Machinery, except electrical .__.._.._______ 3.44 | 3.47 | 2.87 | .82 .93 .84 | .88 | .65| .73 .62 | .86 | .68 |3.62|3.60 3523122882925 3.08( 302
Transportation equipment 3__._____________ 2.76 (2.43 | 2.10 | .60 | .68 .60 | .55 .47 .50 | .54 | .58 | .51 | 274|271 (229|204 |2.16|1.97) 206 | 2.24 | 2.31
Motor vehicles. ..o oo q1 . 1.47 § .38 | .47 | .41 .34 .33 | .34 | .38 | .42 | .36 (1.70|1.85|1.54 | 1.29| 1.48 | 1.33 | 1.44 1. 65 1. 65
Adreraft 4. ... .38 .14 A4 012 131 .09 .09 .10 .10 .08| .67 .58 | .48 | .46 .44 1 .37 .39 .34 .38
Stone, clay and glass__..___________________ . . 80 .24 .27 .22 .26 .20 .19 .21 .29 .29 106 1.05! .94 .92| .87 | .72 .90 1.07 1.29
Other durables ... ______..________. 3.44 | 3.41 | 3.44| .76 | .87 | .84 | .94 .72 | .86 | .85)1.00] .86 |3.45|3.46|3.50|3.27|3.20 | 3.42 | 3.5 | 3.51 | 3.94
Nondurablegoods. . _........__._______._____ 15.72 16,15 {15.92 | 3.56 | 4.07 | 4,12 | 4.40 | 3.58 | 4.03 | 3.91 | 4.40 | 3.38 |16.05 [16.11 {16.40 |16.05 |16.25 |16.06 {15.43 | 16.01 | 15.31
Food including beverage. ... _....________ 2.59 | 2.84 1269 | .67 .74 | .72 .7 62| .74 .66 .68 | .56 300280280 (27927 284|252 264 2.51
Textile. .. .. . .56 | .59 | .13 .15 .14 14| (12 .16 .16 .16 .16 | .58 57| .55 .53 .55 .60 | .61 .60 .70
Paper__._ 58 1 1.65|1.23 | .37 .43 | .42 .43 .29, .30 .31 .33 27 1 L7H 165 | 1.681 1591 1,34 |1.18 | 120 1.22 1.26
Chemical 3.44 1345 .76 | .8 | .87 .92 .78 .88 .81 .97 .8213.32|3.443.6713.32|3.43|3.403.39!| 3.56| 3.60
Petroleum. ..o . .. .. 563 562 600|114 |1.38|1.44 | 1.66 1 1.31 | 1.46 | 1.51 | 1.72 | .08 | 5,15 | 5.68 | 5.70 | 5.86 | 6.06 | 6.07 | 5.92 5.96 5.00
Rubber___.__ .. 1.09 Y .82 .24 .25 .23 .22 .19 .19 .20 | .23 .19 1 1.10 .98 .90 .80 .86 .78 .80 .84 .86
Other nondurables8____________.___________ 110} 111 115 .25 | .25 .29 | .31 .26 | .30 .26 .32 .2011.18|1.00| .10} 1.15 | 1.26 | 1.19 | .99 119 1.39
Nonmanufacturing industries__.____.__.________ 43,88 147.76 (51.26 [10.32 |12.18 (12.27 :12.99 10.99 13.06 :12.83 [14.38 |12.61 (45.78 (47.79 |49.73 |47.66 [48.86 [51.50 |51.56 | 52.90 | 55.88
Mining. _________ .. 1.86 [ 1.89 | 2.13 | .45 | .47 | .46 50| .49 | .54 | .55 .56 | .50 | 1.92{1.84 [ 1.86|1.94| 204208223 218 209
Railroad._ .. .. 1.86 | 1.78 | 1.67 | .42 | .47 | .46 | .43 | .34 | .47 .42 .45| .50 |1.74|1.88 | 1.96 1.56 | 1.46 | 1.88 | 1.72 | L64| 2.12
3.03 | 1.87 | .73 | .80 | .74 760 34| .60 .39 .54 .57 294 288324308129 228|1.68 2.20 | 2.18
1.23 | 1.37 .28 .31 .30 .33 .28 .36 .37 .36 .33 | 1.37 112 | 1.22 | 1.22 | 1.33 | 1.40 | 1.48 1.30 1. 60
13.14 [15.20 | 2.54 | 3.28 | 3.58 | 3.74 | 3.11 | 3.83 | 4.07 | 4.19 | 3.48 |12.14 |12.72 (13.84 (13.68 '14.64 [14.91 [15.87 | 15.37 | 16.32
94 (10.65 [12.80 | 2.15 | 2.59 | 2,79 { 3.12 | 2,70 | 3.20 | 3.35 | 3.54 | 8.05 | 9.77 [10.15 |11.34 {11.20 12,16 :12.61 {13.56 | 12.78 | 13.71
2.49 | 2.40 | .39 | .69 ( .78 .63 .41 .63 .71 .65 | .43 [2.37 257|250 | 248|248 (230230 | 2.58 | 261
10.10 (10.89 | 2.14 | 2.59 | 2.56 | 2.81 | 2.50 | 2.81 | 2.62 9,14 (10,38 |10.62 {10.20 {10.70 (11.21 {10.73
8.28 | 7.24 30.20 | 31. 57
Commercial and other 7. ... ___.._____._____.__ 16. 05 |16. 59 |18.11 { 3.76 | 4.26 | 4.16 ' 4.42 | 3.94 | 4.44 | 4. 42 16. 52|16. 98 :17.00 |15.97 [17.39 |17. 72 117.85

1. Excludes agricultural business; real estate operators; medical, legal, educational, and cul-
tural service; and nonprofit organizations.

2. Estimates are based on expected cap tal expenditures reported by business in late October
and November 1971. The estimates for the fourth quarter of 1971 and first quarter of 1972 have
been corrected for systematic biases. The adjustment procedures are described in the February
1970 issue of the SURVEY OF CURRENT BUSINESS. Before such adjustments, 1971 expenditures
were expected to be $80.57 billion for all industries, $30.05 billion for manufacturing, and
$50.£2 billion for nonmanufacturing.

3. Includes data not shown separately.

4. Includes guided missiles and space vehicles.

5. Includes fabricated metal, lumber, furniture, instrument, ordnance and miscellaneous
except guided missiles and space vehicles.

6. Includes apparel, tobacco, leather, and printing-publishing.

7. Includes trade, service, construction, finance, and insurance.

NoTE.—Details may not add to totals because of rounding.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities
and Exchange Commission.



By HENRY SHAVELL and JOHN T. WOODWARD*

The Impact of the 1969-70 Monetary Strinfency
on Business Investment

This article presents the findings of a
special survey conducted by OBE jointly
with the Securities and Exchange Com-
mission. The survey, which covered most
companies cooperating in theregular OBE-
SEC plant and equipment expenditure
surveys, focused primarily on the nature,
timing, and magnitude of the impact on
business investment of the severe mone-
tary restraint in 1969-70. The survey
also collected qualitative information on
the major factors causing appreciable
differences between actual plant and
equipment expenditures in 1970 and the
levels expected early that year. Com-
parisons of the survey’s findings with
those of a similar survey conducted in
1967 are also presented.

DURIN G the past 5 years the Ameri-
can economy experienced two periods of
extremely stringent credit conditions,
first in 1966 and again in 1969-70, as
monetary policy was called on as a major
anti-inflationary tool. In the spring of
1967, the Office of Business Economics
jointly with the Securities and Ex-
change Commission conducted a survey
on the impact of the 1966 monetary
stringency on business investment in
both 1966 and 1967. The results of that
survey were published in the August
1967 Survey oF CURRENT BUsINEss.!

Because of the widespread interest
in and diversity of opinion over the
influence of financial conditions on
business investment, OBE and SEC
conducted another survey during April
1971. This article presents the results
of the 1971 survey, with a comparison
of the results with those of the survey
taken in 1967.

1. Jean Crockett, Irwin Friend, and Henry Shavell, ‘““The
Impact of Monetary Stringency on Business Investment,”
SURVEY OF CURRENT BUSINESS, August 1967, pp. 10-27.

The findings of the latest survey
generally confirmed the findings of the
1967 survey—that the direct impact of
monetary policy on business investment
was relatively light and that it lagged
in time. The overall reduction of busi-
ness investment outlays in 1970 and of
investment programs for 1971 stemming
directly from 1969-70 financial market
conditions was estimated at the follow-
ing amounts:

[Billions of dollars]

Reduction of 1970 expenditures for new plant and equip-
ment:

Aci;ual reduction (based onsurvey questions 5a and
) T 1.0
Hypothetical reduction relative to significantly
easier monetary conditions (based on survey
questions W0aand 11) ______ . ___________.__.____ 1.4

Reduction of 1971 expenditure programs for new plant
and equipment:

Based on survey questions 15aand 16____.____.____ 1.4
Reduction of 1970 inventory expenditures:

Actlﬁﬂsreduction {based on survey questions 5b
an e e e e ceccimeeeem e .9
Hypothetical reduction relative to significantly
easier monetary conditions (based on survey
questions10band 12y ___.___._____.____________ .8

Although financial market conditions
in 1969-70 were among the most
stringent on record, according to the
survey, they directly resulted in an
estimated overall reduction of only
about $1 billion, or about 1 percent,
in total 1970 nonfarm nonresidential
fixed investment. A reduction of about
$900 million in 1970 nonfarm inventory
expenditures was also directly attrib-
utable to 1969-70 financial develop-
ments; to put this in perspective, it
should be noted that the actual addi-
tion to inventory in 1970 was $2.5

*Mr. Shavell is Acting Chief of OBE’s
Business Outlook Division. Mr. Woodward is
Chief, Branch of Financial Reports, of the
Securities and Exchange Commission’s Office
of Policy Research.

billion and the yearend book value was
$196.1 billion.

The estimated impact of 1969-70
monetary developments on 1971 busi-
ness investment plans was greater than
that indicated for 1970, reflecting the
lagged effect of monetary stringency
on business investment. Businessmen
indicated that their 1971 plant and
equipment spending plans were reduced
by $1.4 billion, or about 1.4 percent,
because of the direct impact of 1969-70
financial developments.

These estimated percentage reduc-
tions in nonfarm nonresidential fixed
investment outlays, 1 percent for 1970
and 1.4 percent for 1971, were only
moderately greater than those calcu-
lated from the 1967 survey. The results
of that survey indicated nonresidential
fixed investment cutbacks approximat-
ing two-thirds of 1 percent for 1966
and about 1% percent for 1967 as a
consequence of the 1966 credit squeeze.

An alternative quantitative measure
of the impact of monetary stringency
on business investment is that provided
by the responses to questions 10, 11,
and 12 of the questionnaire. On the
basis of these replies, it is estimated that
business spending for new plant and
equipment in 1970 would have been
greater by about $1.4 billion and inven-
tory outlays greater by some $800
million had significantly easier credit
conditions (specifically, the average
conditions during the 1961-65 period)
prevailed during 1969 and 1970. Al-
though posing a purely hypothetical
case, this series of questions was ad-
dressed directly to the impact of
monetary stringency on business invest-
ment. Considering the extreme disparity
between monetary conditions in 1969—
70 and those in 1961-65, the $2.2 billion
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overall impact of monetary tightness in
terms of potential 1970 outlays for
capital equipment and for inventories,
as estimated from this series of ques-
tions, appears remarkably low, and
tends to corroborate the findings re-
sulting from the earlier series of
questions.

The inquiry into factors affecting the
realization of 1970 investment plans
found that departures from expectations
with respect to financial market con-
ditions were less important in reducing
investment than were disappointments
in sales or net earnings and unexpected
delays in construction and equipment
deliveries. In decreasing order of fre-
quency, the principal factors cited as
tending to reduce spending for new plant

SURVEY OF CURRENT BUSINESS

and equipment in 1970 relative to plans
made earlier that yvear were: Lower-
than-expected sales; lower-than-expect-
ed net earnings; unexpected delays in
equipment deliveries and/or construc-
tion progress; higher-than-expected
working capital requirements; and
tighter-than-expected financial market
conditions.

The most frequently cited factors
tending to raise 1970 outlays for new
plant and equipment above expecta-
tions were, in decreasing order of fre-
quency: Higher-than-expected sales;
earlier-than-expected equipment deliv-
eries and/or construction progress;
higher-than-expected costs for plant
and equipment; and unexpected outlays
for pollution control.
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Financial conditions in 1969-70 and
in 1966

The monetary authorities pursued a
vigorous program of credit restraint
throughout 1969, cautiously loosened
restraint during the first half of 1970,
and became more aggressive in carrying
out a moderately expansionary policy
in the second half of 1970. Following
more than a year of intensifying credit
shortages and steadily rising interest
rates, pressures in the credit markets
eased during the early months of 1970,
particularly in the short-term money
markets. This easing trend was inter-
rupted in the spring, when financial
market sentiment was adversely af-
fected by concern over a possible
liquidity crisis, but resumed again in

Table 1.—Factors Responsible for Deviations Between Expected and Actual Plant and Equipment Expenditures in 1970 !

Distribution of principal factors Distribution of major factors
Nurrber of firms citing as a factor the difference between actual | Increasing | Decreasing Increasing ' Decreasing Increasing } Decreasing Increasing Decreasing
Line 1970 conditions and expectations with respect to— outlays 2 outlays 2 outlays ? ‘ outlays 2 outlays ? 1 outlays 2 outlays 2 outlays 2
Number 3 Percent Number ¢ Percent

1| Sales .. 50 114 15.3 25.4 61 284 13.7 19.9
Firms with sales above expectations..___.__._____________.__ 41 ) I PR 461 6 | |ees

Firms with sales below expectations. 9 110 14

Firms not specifying direction. .. ______________.___________ 0 3 1
2 | Current €XpenSes ... .o 20 6 6.1 1.3 48 161 10.8 11.3
3| Netearnings_ ___.__ e 9 40 336 9.0 23.5

Firms with earnings above expectations___________._____._. 7 26

Firms with earnings below expectations___._________.______ 2 14

Firms not specifying direction 0 0

4 | Working capital requirements_ . _ ... _______.___.._____. 5 28

Cash balances. ... 4 b 1¢ T R H 25

Other . e 1 4 || .. 9

5 | Timing of equipment deliveries and/or construction progress. .- 35 86 10.7 19.2 50

6 | Plantand equipment costs (viz. pricespaid).__._________________ 30 7 9.2 1.6 53

Firms with costs above expectations. ... ________.. 25 6 46

Firms with costs below expectations. 2 0 3

Firms not specifying direction__._ .- ... 3 1 4

7 | Financial market conditions 5________________________________ .. 10 33 3.1 7.4 22
Firms mentioning availability and cost of debt financing.__ 8 b P R, 20 150 |
Firms mentioning availability and eost of equity financing. 2 [ 20 PO A 9 2 S T B,
8 | Pollutioneontrol .. ___________________._________________._.._____ 26 2 8.0 4 37 11 8.3 .8
9 | Technological developments_ ... .. . __..._..______ 23 1 7.0 .2 34 9 7.7 .6
10 | Investmenttaxcredit® . __________________________._________. 0 1 0 .2 0 13 .0 .9
11 | Mergers or acquisitions 6 ___________________________. 37 2 11.3 .4 19 9 4.3 .6
12 | Routine underestimation or overestimation 5._. 33 7 10.1 1.6 14 2 3.2 .1
13 | Accidential damage®______.._.__________._ 9 0 2.8 .0 5 1 1.1 .1
14 | Overall debt position ®___________________________________.______ 0 6 0 1.3 1 18 .2 1.3
15 | Allotherfactors_ ... . ___.__________________________.__.____... 40 45 12.2 10.0 32 55 7.2 3.8
Totals 7_ . 327 448 100.0 100.0 144 1,430 100.0 100.0

l‘.‘ Based on factors cited by firms answering ‘“yes” to “In aggregate dollar amount’’ and/or
to “In composition or form” of question 1: “Were your actual 1470 expenditures for plant and
equipment changed appreciably, either in terms of aggregate dollar amount or in composition

or form, from those expected early that year?”’

2. Increasing (decreasing) outlays refer to 1970 expenditures higher (lower) than expected

by the firm early in 1970,

3. Not all firms specified the principal factor. Where only one major factor was indicated,

this was taken to be the principal factor.

b.

4. A number of firms specified several major factors. . .
5. The total may be smaller than the sum of the components since some firms mentioned
both debt and equity financing.

Specified under “‘other factors” in the questionnaire.

and Exchange Commission.

7. Percentage components may not add to 100 percent because of rounding.

Sources: U.8. Department of Commerce, Office of Business Economics, and the Securities
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the summer and gathered momentum
in the fall.

The decline in short-term interest
rates accelerated as the summer of 1970
wore on and in late September the
prime rate, which had been cut from
8% to 8 percent in March, was lowered
to 7% percent. In November, it was
reduced in two steps to 7 percent, and
in the latter part of December to 6%
percent. Long-term credit markets also
eased materially in the second half of
1970, although the decline in long-term
rates lagged that in short-term markets.

The rise of short-term and long-term
interest rates to record levels and their
decline during the 1969-70 period is
shown below for selected rates and bond
yields.

[Percent]

Jan. | Jan. | April| June | Dec.
1969 | 1970 | 1970 | 1970 | 1970
3-month Treasury bills____| 6.18 | 7.91 | 6.48 | 6.74 | 4.86
Prime commercial paper
(4 to 6 months) _.__._... 6.53 | 878|806 821 5.73
Corporate bonds Aaa._._... 6.59 | 791 783|848 | 7.64
U.8. Government long-
term.__ ... ... 5.74 | 6.86 | 6.53 | 6.99 | 5.97

Because comparisons are made be-
tween the latest survey and that con-
ducted in 1967, a comment on financial
developments during the year 1966 is
appropriate. (

Toward the end of 1965, the monetary
authorities initiated a series of restric-
tive monetary measures to offset the
inflationary effect of a surging demand
for goods and services from virtually all
sectors of the economy. While fiscal
policy and ‘“moral suasion” were also
used to combat inflationary tendencies,
there was an unusually heavy reliance
on monetary measures. The latter were
intensified from the spring of 1966 until
the fall, when the authorities moderated
their restrictive policy because of the

[Percent]
Jan. | Jan. | Sept.| Dec.
1965 | 1966 | 1966 | 1966
3-month Treasury bills.____.._...|] 3.83 | 4.60 | 536 { 5.01
Prime commercial paper (4 to 6
months) ... ... 4.25 | 4.82 | 5.8 | 600
Corporate bonds Aaa._ .....____. 4.43 | 4.74 | 5.49 | 5.39
U.S. Government long-term_.__. 414 | 4.43 | 4.79 | 4.65
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waning of inflationary pressures. Most
market rates and yields peaked in the
late summer, but some—such as those
on commercial paper—did not ease
until close to yearend.

Scope of the survey

The latest survey questionnaire was
addressed, as was the 1967 question-
naire, to the companies that cooperate
in the OBE-SEC quarterly surveys of
plant and equipment expenditures, ex-
cept for certain transportation com-
panies.? Eight thousand three hundred
and thirty-seven questionnaires were
mailed and 3,900 replies were received,
a 47-percent response rate. The respond-
ing firms accounted for $52.9 billion, or
about two-thirds, of the $79.7 billion
of plant and equipment expenditures
made by all U.S. firms in 1970 as esti-
mated by the OBE-SEC survey. The
responses of 3,790 firms are included in
the tabulations given here. Returns
received too late for inclusion in the
tabulations, plus blank returns, account
for the difference between the total
number of responses (3,900) and the
number analyzed in this article (3,790).2

The questionnaire focused primarily
on the impact of 1969-70 financial mar-
ket developments on business spending
for new plant and equipment and for
inventories in 1970 and in 1971. As in
the 1967 survey, however, the first
section of the questionnaire sought
information on all factors—nonfinancial
as well as financial—that exercised an
appreciable influence in making actual
capital spending in 1970 differ from ex-
pectations early that year. This part of
the questionnaire was intended to pro-
vide some perspective on the relative
importance of all factors influencing
investment changes. The remainder of
the questionnaire dealt exclusively with
the influence of financial market condi-
tions on business investment. The ques-
tionnaire is reproduced at the end of
this article.

2. Railroads and trucking companies classified as Class I
by the Interstate Commerce Commission were surveyed,
as were airlines. Other transportation companies were not
surveyed.

3. See later discussion concerning possible nonreporting
biasis.

21

Factors Affecting the Realiza-
tion of 1970 Fixed Investment
Programs

Section I of the questionnaire in-
quired into the causes of appreciable
departures of 1970 plant and equipment
expenditures from expectations. Of the
3,790 firms with usable returns, 1,047
indicated that their actual outlays for
plant and equipment in 1970 deviated
appreciably from the amounts expected
early in that year. Such respondents
were asked to identify the single most
important (“principal”) factor respon-
sible for upward and/or downward
deviations from expected spending, and
also to indicate all other “major” fac-
tors causing deviations (question 2).

About three-fifths of the firms indi-
cating appreciable deviations reported
actual 1970 capital outlays below early-
1970 expectations. This preponderance
of reductions was true for all asset-size
classes except the group under $1 mil-
lion, where upward revisions proved
more common. It is relevant to note
that every OBE-SEC capital spending
survey in the postwar period has found
a strong pattern of understatement in
small firms’ expectations.

Of the factors reported as tending to
make actual 1970 spending exzceed ex-
pectations, sales developments was the
one most frequently cited, accounting for
15.3 percent of all “principal” factors
cited and for 13.7 percent of all other
“major” factors (table 1). The in-
fluence of sales developments was
especially marked for the two smallest
asset-size classes, where it accounted
for 25 percent of all principal factors
mentioned (table 2). Other factors cited
prominently as tending to make spend-
ing exceed expectations included:
Earlier-than-expected equipment de-
liveries and/or construction progress
(10.7 percent of the principal factors
cited and 11.3 percent of all other major
factors); mergers and acquisitions (11.3
percent and 4.3 percent); higher-than-
expected prices paid for plant and equip-
ment (9.2 percent and 11.9 percent);
unexpected outlays for pollution con-
trol (8.0 percent and 8.3 percent); in-
creased current expenses (6.1 percent
and 10.8 percent); and technological
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developments (7.0 percent and 7.7
percent).

Of the factors reported as tending to
make 1970 spending fall short of ex-
pectations, the most common were
lower-than-expected sales and net earn-
ings. Together, these two factors con-
stituted 46.6 percent of all principal
factors cited and 43.4 percent of all
other major factors (table 1). Un-
expected delays in equipment deliveries
and/or construction progress were next
in importance, making up 19.2 percent
of all principal factors and 5.6 percent of
all other major factors. Higher-than-
expected working capital requirements,
chiefly with respect to cash balances,
constituted 9.6 percent of the principal
and 16.5 percent of the other factors
cited (possibly reflecting outlay curtail-
ments in order to conserve cash
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balances). Unexpected financial market
developments constituted 7.4 percent
of the principal factors and 11.6 percent
of all other major factors. Affected
firms cited changes in the availability
and cost of debt financing much more
frequently than  equity market
difficulties.

Comparison with 1967 survey

The close similarity between section I
of the 1967 questionnaire and section I
of the 1971 questionnaire makes possi-
ble a direct comparison of the results
of the two surveys.! Chart 10 shows
the relative importance of the various

4. Section I of both questionnaires dealt with the factors
responsible for appreciable differences between actual and
expected capital outlays in the preceding year. The two
questionnaires had virtually identical formats for section I,
except that the 1971 questionnaire (1) added ‘‘pollution

control” as an explicit factcr and (2) separated “‘working
capital requirements” into ‘‘cash balances’” and ‘‘other.”
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principal factors tending to increase and
to decrease capital outlays in 1966 and
in 1970. In interpreting differences be-
tween the 2 years, it should be noted
that 1970 was characterized by rela-
tively slack rates of economic activity
and capacity utilization, an easy capital
goods supply situation, and disappoint-
ing sales and profits; in contrast,
generally strong business conditions
prevailed during 1966, with & much
tighter supply situation. Upward revi-
sions in capital outlays were more
frequent than downward revisions in
1966, while the reverse was true in 1970.

Given the dissimilar economic con-
ditions, it is not surprising that the
most striking difference between 1966
and 1970 was in the influence of un-
expected developments in sales and net

Table 2.—Principal Factors Responsible for Deviations Between Expected and

Nonfinancial firms only
Under $1,000,000 assets $1,000,000 to $9,999.999 assets
Number of firms citing as principal factor the difference
Line |between actual 1970 conditions and expectations with respect to— X |
Increasing Decreasing Increasing Decreasing | Increasing Decreasing Increasing Decreasing
outlays 3 outlays 3 outlays3 outlays 3 outlays 3 outlays 3 outlays 3 outlays 3
Number 4 Percent Number ¢ Percent
1 SaleS. e 8 5 24
Firms with sales above expectations._ .. 6 0 19
Firms with sales below expectations. .. 2 4 5
Firms not specifying direction_.___ ... ___._.__________ 0 1 0
2 | Current €Xpenses. . ... ... eeecemmnaaan 2 (] 10
3| Netearnings. .. __ . . o 1 4 3
Firms with earnings above expectations...___._____.____.. 1 0 3
Firms with earnings below expectations. - 0 4 0
Firms not specifying direction. 0 0 0
4 | Working ital requir |- TN 1 1 2
Cash balancees. ... iieicicciiciacans 0 ) U PN PR, 2 b b2 DR BRI
Other s 1 {2 R PPN 0 [ Y S
5 | Timing of equipment deliveries and/or construction progress. . . 2 2 6.2 12.5 4 9 4.3 9.2
6 | Plant and equipment costs (viz. pricespaid)..____....__..._._._ 2 1 6.2 6.2 10 2 10.6 2.0
Firms with costs above expectations. 1 1 8 1
Firms with costs below expectations. 0 0 1 0
Firms not specifying direction____._. 1 0 1 1
7 | Financial market conditions. . ... .. ... ... [} 2 0 12.5 2 6 2.1 6.1
Firms mentioning availability and cost of debt financing. - 0 ) P R, 1 b 2 N PR,
Firms mentioning availability and cost of equity financing. 0 b S P PO, 1 < 2 N D
8 | Pollution control...___ ... M ne 1 0 3.1 .0 5 0 5.3 .0
9 | Technological devel 1~ TS 3 0 9.4 .0 5 0 5.3 0,
10 | Investment tax credit®_ ... ..ol 0 0 .0 .0 0 1 .0 1.0
11 | Mergers or acquisitions 5__._________________________......._... 5 0 15.6 .0 9 0 9.6 0
12 | Routine underestimation or overestimation 5. _______.____._____ 3 0 9.4 .0 8 2 8.5 2.0
13 | Accidentaldamage’ . .. . . oimcanaan 2 0 6.2 .0 5 0 5.3 .0
14 | Overall debtposition 5. _____. . .. ____._______.__ ... 0 0 .0 0 0 0 .0 0
15 | Allother factors_ _ .. ... . e acaccmcaaann 2 1 6.2 6.2 7 7 7.4 7.1
Totals O e 32 16 100.0 100.0 o 98 100.0 100.0

1. Based on “principal” factors cited by firms answering ‘“yes” to question 1: ‘“Were your
actual 1970 expenditures for plant and equipment changed appreciably, either in terms of
aggregate dollar amount or in composition or form, from those expected early that year?”

3. Increasing (decreasing) out

2. In addition to the firms shown by asset size, includes financial institutions as well as a
small number of nonfinancial firms for which asset-size information was not available.

lays refer to 1970 expenditures higher (lower) than those

expected by the firm in early 1970,
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earnings. These two factors combined
constituted 46.6 percent of all principal
factors cited as tending to depress ex-
penditures in 1970, up from 12.1 per-
cent for the comparable two factors in
1966. With respect to upward revision
of spending, the two factors constituted
18.1 percent of the principal factors
cited for 1970, down from 30.8 percent
in 1966.

The marked difference between 1966
and 1970 in the influence of surprises
in sales and net earnings was evident
for all asset-size groups (table 2).
Among the larger firms, for example,
the two factors together constituted
44.2 percent of the principal factors
cited as tending to reduce spending in
1970, as against only 5.6 percent in
1966; with respect to upward revisions,
the two factors accounted for only 4.2

SURVEY OF CURRENT BUSINESS

percent of the principal factors cited for
1970, as against 29.2 percent in 1966,

Another marked shift between 1966
and 1970 in the relative importance of
the principal factors was in the timing
of equipment deliveries and/or of con-
struction progress. Unexpected delay
in equipment deliveries and/or in con-
struction progress was by far the most
mmportant principal factor depressing
capital outlays in 1966, accounting for
47.8 percent of all such factors cited.
Reflecting easier supply conditions, this
factor was much less influential in 1970,
when it accounted for 19.2 percent of
the principal factors operating to reduce
spending.

In 1970, as in 1966, unexpected
financial market developments were
important factors causing deviations
from expected investment programs.

Actual Plant and Equipment Expenditures in 1970 ! by Asset Size of Firm
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Differences between actual and exp ected
financial market conditions accounted
for 7.4 percent of the principal
factors cited as tending to reduce
spending in 1970, as against 10.9
percent in 1966. With respect to up-
ward revisions of spending, unanticipated
financial market developments con-
stituted 3.1 percent of the principal
factors cited in 1970, as against 0.9
percent in 1966.

Direct and indirect effects

Respondents to the latest survey
were explicitly instructed that all ques-
tions bearing upon the impact of
financial market conditions were to be
answered with respect only to the
direct impact of such conditions on
their firms’ investments, and that any
indirect impact of such conditions

Nonfinancial firms only (Continued) All firms 2
$10,000,000 to $49, 999,999 assets $50,000,000 assets and over
Increasing Decreasing Increasing Decreasing
| outlays 3 outlays 3 outlays 3 outlays 3
Increasing Decreasing Increasing Decreasing Increasing Decreasing Increasing Decreasing
outlays & outlays 3 outlays 3 outlays 3 outlays 3 outlays 3 outlays # outlays 3
Number ¢ Percent Number 4 Percent Number ¢ Percent
10 3 50 114 15.3 25.4
8 3 41 1
2 0 9
0 0 0
4 2 20
3 0 9
1 0 7
2 0 2
0 0 0
0 0 5
0 14 e 0 12 | 4 ¢ U R
0 [ P P, 0 4 ). 1 [ R (R,
6 11 39 15.5 21,8 35 86 10.7 19.2
9 5 2 7.0 1.1 30 7 9.2 1,6
T8 5 25
1 0 2
] 0 3
5 3 10
4 10 [ feeiieias 3 B A R P S 8 b7 P PN
1 [ N PR [} 2 ) PR, 2 L N (NN PR
6 1 8.5 8 14 1 19.7 6 26 2 8.0 .4
.6 0 8.5 .0 6 1 8.5 .6 23 1 7.0 .2
0 0 0 .0 0 0 0 .0 0 1 0 .2
7 1 9.9 8 11 0 15.5 .0 37 2 11.3 .4
4 0 5.6 -0 5 3 7.0 L7 33 7 10.1 1.6
1 0 1.4 .0 1 0 1.4 .0 9 0 2,8 .0
0 1 0 .8 0 4 .0 2,2 [ 6 .0 L3
10 9 4.1 7.6 10 20 1.1 1.2 40 45 12,2 10,0
71 120 100.0 100.0 71 179 100.0 100,0 327 448 100.0 100.0

4. Not all firms specified the principal factor. Where only one major factor was indicated,

this was taken to be the principal one.
5. Specified under “other factors” in the questionnaire.

6. Percentage components may not add to 100 percent because of rounding.

Sources: U.S. Department of Commerce, Office of Business Economies, and the Securities

and Exchange Commission.
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operative through purchases by their
customers were to be ignored. In the
1967 survey, this instruction was not
given for section I of the question-
naire, but it is not believed that this
has led to any important incompar-
ability between the 1967 and 1971
survey findings. The purpose of this
ingtruction was to eliminate such in-
direct effects as that which occurs
when a firm’s sales, and therefore its
capital requirements, are reduced be-
cause of the adverse impact of financial
conditions on its customers, and that
which occurs when a firm reduces its
investment in anticipation of such a
reduction in its sales.

Notwithstanding explicit instructions
in the 1971 survey to limit responses to
the direct impact of monetary factors,
it is possible that some replies to

SURVEY OF CURRENT BUSINESS

questions 7 and 8 (discussed below)
include the effects of nonfinancial
factors as well. Those two questions
asked for quantification of the reduc-
tions in 1970 investment outlays that
were directly attributable to financial
factors alone, and some respondents
may have found it too difficult to
isolate the direct impact of such
factors alone. To the extent that this
occurred, the reductions reported in
the replies to questions 7 and 8 over-
state the direct effects of monetary
conditions.

Impact of Financial Market
Factors on 1970 and 1971
Plant and Equipment Ex-
penditures

The survey data show that 1969-70
developments in the money and capital

R CHART 10

Percentage Distribution of Principal Factors Responsible for Deviations
Between Expected and Actual Plant and Equipment Expenditures,

All Industries, 1966 and 1970

Factors INCREASING Expenditures

Percent
100 — g

40 —

Factors DECREASING Expenditures

-~ Net Earnings

Timing of Equipment Deliveries
<~ and/or Construction Progress

30 —

f —Plant and Equipment Costs
Pollution Control
~—Financial Market Conditions

1966 1970

NOTE.—1370 data are from table 2; 1966 data from table 2 of the
article cited in footnote 1.

U.S. Department of Commerce, Office of Business Economics

1966

Working Capital
Requirements

| All Other Factors

1970

71-12-10
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markets had an impact on 1970-71
plant and equipment spending some-
what greater than that which resulted
in 1966-67 from the restrictive mone-
tary conditions in 1966.* The results of
the latest survey show many of the
same patterns revealed in the earlier
survey, such as the sharper downward
revisions reported by small firms; the
tendency of large firms to react more
slowly than smsll firms to financial
market developments; the greater influ-
ence of interest costs, relative to other
effects of monetary restraint, as a cause
of reductions in outlays; and the sizable
proportion of affected firms that
planned subsequently to carry out at
least some of the investment eliminated
in the period of great financial
stringency.

Tables 3 and 4 present the basic sur-
vey data relating to the impact of 1969—
70 financial market developments on
1970 plant and equipment outlays.
Table 3 organizes the data by industry
and table 4 by asset size.

Effects on 1970 plant and equipment
spending .

Of the responding firms, 9.2 percent
(341 out of 3,709) indicated that 1969
70 financial market developments caused
1970 plant and equipment expenditures
to be lower than they would otherwise
have been (tables 3 and 4). This com-
pares with the 5.3 percent that indicated
in 1967 that 1966 outlays were lower
than they would otherwise have been
as a result of 1966 financial develop-
ments. In 1966, the proportion was
relatively uniform among the various
asset-size groups, but in 1970 the pro-
portion increased with asset size; from
5.7 percent of firms with under $1 mil-
lion of assets to 12.7 percent of firms
with assets of $50 million or more
(chart 11 and table 4, line 9).

Question 5 inquired into “any’’ reduc-
tion of outlays in 1970 resulting from
restrictive monetary conditions, and
differed in this respect from question 2g
which inquired into “appreciable’”’ re-
ductions. As would be expected, more
firms responded affirmatively to ques-
tion 5 than checked 2g. Of the 341
firms that indicated reductions in 1970
capital outlays due to financial market

5. See earlier discussion on the differences be-
tween financial conditions in 1969-70 and in 1966.
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conditions (question 5a), 164 also indi-
cated “appreciable”’ reductions in their
answers to question 2g. As in the 1967
survey, a higher proportion of the larger
than of the smaller firms answered both
of these questions affirmatively.

Respondents were also asked to indi-
cate the quarters of 1970 which were
affected significantly by reductions in
outlays associated with financial mar-
ket developments. The summary in
table 4 shows that the number of firms
affected was larger in the second half
of the year than in the first, with the
third quarter figure somewhat larger
than that for the fourth. This pattern
prevailed for all asset-size groups. In
1966, the number of affected firms rose
throughout the year. The earlier peak
in 1970 (third quarter) likely reflects
the fact that in 1970 credit policy eased
in February whereas in 1966 the easing
did not occur until the fall.

Table 3.—Reductions in 1970 Plant and Equipment Ex

SURVEY OF CURRENT BUSINESS

Firms indicating in question 5a a
reduction in 1970 plant and equipment
expenditures because of 1969-70
financial developments were asked in
question 9 to indicate the specific cause
or causes of the reduction. About three-
fourths of these firms (251 firms) cited
higher interest costs (table 4). Unat-
tractiveness of borrowing conditions
other than interest rates was mentioned
by one-third of the firms, and the un-
willingness of financial institutions to
supply funds was mentioned by one-
fourth of the firms. The higher cost of
equity financing resulting from the
decline in the stock market was men-
tioned by one-sixth of the firms and
the unattractiveness of underwriting
terms by fewer than one-tenth. (Not-
withstanding explicit instructions to
reply only with respect to the direct
impact of financial market conditions,
9 percent of the firms cited general

Firms by Major Industry
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economic conditions as one of the
reasons for cutbacks in investment.)

About 70 percent of the firms re-
ducing 1970 outlays because of 1969-70
financial market developments indi-
cated that they would carry out at
least some of the eliminated investment
in 1971 (table 4, line 8). The proportion
was somewhat greater for the two larger
asset-size groups than for the two
smaller groups.

Table 3 presents the survey results
by broad industry groupings. The pro-
portion indicating some reduction of
1970 plant and equipment expenditures
as a result of 1969-70 financial market
developments was greater in manufac-
turing than in any other group; this is
in contrast to the results for 1966, when
the public utility group had the largest
proportion of affected firms.

Firms were also asked the following
question (number 10): “If the cost and

penditures Resulting From 1969-70 Financial Market Developments: Number of

Manufacturing Al
Line Utilities ! | Finance Trade All other 2 | industries
Durables Non- Total
durables
|
1 | All firms answering question on 1970 impact of financial market developmentis
(question 5a)3_. . ... L ... 1,013 773 1,786 202 311 754 655 3,709
2 | Number indicating no reductions (question 5a)%_ _ . ___. ... __._..____._____._. 878 706 1,584 187 308 696 59 3,368
3 Number indicating reductions in plant and equipment expenditures because of .
financial market developments (question 5a)% ___.___ ... _______..__._________. 135 67 202 15 3 58 6 341
4 | Number indicating both reductions in plant and equipment expenditures (ques-
tion 5a) and financial market conditions as a factor accounting for an appreci-
able decline from planned to actual expenditures (question 2g)3_ _____________. 69 25 94 10 2 26 32 164
5 | Number indicating significant reductions occurring in (question 6)34:
a, First quarter._._________ R 31 18 49 1 15 15 83
b. Second quarter 72 27 99 7 1 31 32 170
¢. Third quarter. 123 54 177 13 3 39 53 285
4. Fourth quarter____.____. 107 49 156 9 3 34 45 247
6 | Number indicating reductions amounting to (question 7)3:
a. Less than 5 percent of actual plant and equipment expenditures_._____.. 7 7 14 6 0 7 3 30
b. 5 percent t0 9.9 Pereent_ ... 27 13 10 6 1 7 7 61
¢. 10 percent to 24.9 percent 51 23 74 2 1 20 24 121
d. 25 percent to 49.9 percent. 30 12 42 1 1 9 9 62
e. 50 percent or more_.._.__ 17 9 26 0 0 14 16 56
f. Amount not specified S_________ .. 3 3 6 0 0 1 4 11
7 | Number mentioning as canse of reductions (question 9)3:
a. Rise in interest rate costs to your firm._.._.._.._.._._....._._._.__.._... 101 48 149 13 2 39 43 251
b. Decline in the stock market because it affected your cost of equity fi-
MANCING. - - b 25 13 38 4 0 8 7 57
¢. Unattractiveness of borrowing conditions other than interest rates__.____ 43 26 69 7 0 22 23 121
d. Unattractiveness of underwriting terms (other than offering price or
yield) in raising funds from the stock or bond market______.._..._..__ 1 5 16 3 0 3 2 %
e. Unwillingness of financial institutions to supply funds to your firm in
desired amoUNtS_ ... ... ... 39 13 52 1 1 13 17 84
f. Unwillingness of underwriters/brokers to handle your issues in desired
amount in raising funds from the stock or bond market._............_. 6 1 7 1 0 2 3 13
g. Difficulties (other than interest cost) in issuing commercial paper....._.. 7 5 12 1 1 0 1 15
h. Other financial market conditions.._.._.._.._ ... ... ... 15 1 26 1 0 10 1 48
8 | Number expecting to carry out in 1971 (question 13)3:
a. None of the eliminated 1970 plant and equipment expenditures. .. 46 12 58 4 1 19 17 99
b. Some of the eliminated 1970 plant and equipment expenditures 76 42 118 7 1 26 28 180
¢. Most of the eliminated 1970 plant and equipment expenditures 11 10 21 3 0 7 13 44
4. All of the eliminated 1970 plant and equipment expenditures 2 2 4 1 1 4 2 12
e. Notspecified 6 .. _______ ... 0 1 1 0 0 2 3 6

1, Includes communications.

2. Includes transportation, construction, mining, and services.
3. Question numbers refer to questionnaire.

4. Some firms indicated more than 1 quarter.

451-624 O -T2 - 4

5. Firms replying ‘yes’’ to question 5a but not answer'gng questgon 7.
6. Firms replying “yes’” to question 5a but not answering question 13.

Sources: U.S. Department of Commerce, Office of Business Economies, and the Securities
and Exchange Commission.,
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availability of credit to your firm in
1969-70 had been about the same as in
the 5-year period 1961-65, would your
1970 expenditures for new plant and
equipment, and for inventories, have
been greater than they actually were?”’
The questionnaire noted that this 5-
year period was characterized by rela-
tively easy credit conditions, with
interest rates averaging 4.8 percent on
short-term bank loans and 4.6 percent
on domestic corporate bonds, as com-
pared with 8.1 percent and 8.5 percent,
respectively, in 1970. Of the firms
answering this question, 430, or 12
percent, indicated that they would have
spent more for plant and equipment
under the specified conditions. (As
shown in table 7, these 430 firms include

I CHART 11
Reductions in 1970 Plant and Equipment

Expenditures Resulting From 1969-70
Financial Market Developments

oPercent of firms reporting reduction

e®Average percent reduction by affected firms

® Aggregate reduction as a percent of
expenditures of all firms in size class

2.9

$1-$9.9

$1 mil. mil. mil.

ASSET SIZE CLASS

$10-$49.9 $50 mil.

& over

Under

NOTE.—Data are from table 4.

U.S. Department of Commerce, Office of Business Economics 71-12-11
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firms which responded “no” to question
5a regarding reductions in capital
spending because of 1969-70 financial
conditions.) The extent of the addi-
tional plant and equipment spending
which would have occurred under the
more favorable financial market condi-
tions specified in question 10 is also
shown in table 7.

Effects on 1971 plant and equipment
programs

Table 5 presents data on the impact
of 1969-70 financial developments on
1971 capital investment plans (question
14). Almost 88 percent of responding
firms indicated no impact, 5 percent
indicated that 1971 outlays would be
larger than they otherwise would have
been, while 8 percent said outlays would
be smaller.

The pattern of the 1971 reductions
by asset-size class was not appreciably
different from the pattern of the 1970
reductions. As was the case for 1970
reductions, the proportion of firms ex-
pecting reductions in 1971 programs
increased with asset size—from 5.9
percent for the smallest asset-size group
to 10.0 percent for the largest (table 5,
line 8, and chart 12).

Of the 268 firms that expected to
reduce 1971 capital outlays as a result
of 1969-70 financial market develop-
ments, roughly half were companies
that had also indicated some reduction
in 1970 expenditures for the same
reason.

Quantification of national impact

Rough calculations can be made of
the impact of 1969-70 financial market
conditions on overall national outlays
for plant and equipment. Estimates
were derived for: (a) The reduction of
1970 spending for new plant and equip-
ment; (b) the reduction of planned 1971
spending for new plant and equipment;
and (c) the hypothetical addition to
1970 spending for new plant and equip-
ment that would have occurred had the
cost and availability of credit in 1969-70
been about the same as in the period
1961-65. (Estimates were also derived
for the overall national impact on in-
ventory investment. These are reviewed
in a later section of this article.)
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The general procedure for obtaining
overall national impact estimates con-
sisted of applying the sample ratios of
reductions (or increases) in spending, by
asset-size class, to universe estimates of
spending by the respective size classes.
For example, the national impact of
1969-70 financial market conditions on
1970 spending for new plant and equip-
ment was derived in the following
manner: (1) The frequency distribu-
tions of percentage reductions by non-
financial firms in each of the four asset-
size classes (table 4, line 6) were
averaged on the basis of the arithmetic
means of the percentage intervals®
(table 4, line 10a) and of their medians
(table 4, line 10b); (2) these mean and
median percentages were applied, in
each asset-size class, to the sum of the
1970 plant and equipment expenditures
of the firms reporting reductions and
the resulting dollar amounts were di-
vided by the 1970 expenditures of all
sample firms in the size class to yield
aggregate percentage reductions for all
sample firms in the size class (table 4,
lines 11a and 11b); (3) these percentages
were applied to universe estimates of
1970 capital outlays by nonfinancial
business by asset-size class, as calcu-
lated by the regular OBE-SEC survey;
(4) estimates for financial firms were
derived by a similar procedure except
that no asset-size distinction was made;
and (5) the resulting estimate of reduc-
tion from the sum of steps (3) and (4)
was raised to the more comprehensive
universe of nonfarm nonresidential fixed
investment appearing in the national
income and product accounts.’

The nonfarm nonresidential fixed in-
vestment total of $96.0 billion for the
year 1970 comprises the $79.7 billion of
plant and equipment outlays covered
by the OBE-SEC quarterly surveys

6. It was assumed that the mean for each percentage
interval was at its midpoint. For the 50 percent or more
class, the mean was assumed to he 75 percent.

7. This methodology is identical to that used in the 1967
survey. Another set of estimates was made from the new
survey data, using for each asset-size class a weighting pro-
cedure: Step 1 above was carried out by applying the mid-
point of each percentage interval to the capital outlays of the
affected sample companies reporting reductions in that inter-
val. The resulting dollar estimates of reduction were then
expressed as a percent of total capital outlays by all sample
firms, and the remainder of the methodology was the same
as steps 2 through 5 above. The resulting estimates are close
to those presented in this article and do not appreciably alter
any of the findings.
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plus outlays of nonprofit institutions,
real estate companies, and firms pro-
viding professional services, capital out-
lays in oil and gas well drilling charged
to current account, automobiles owned
by salaried workers who are reimbursed
by their employers for the business use

SURVEY OF CURRENT BUSINESS

of their cars, and a number of other
smaller reconciliation items.

Based on the $96 billion national ac-
counts total, the estimated reduction in
1970 fixed investment resulting from
1969-70 financial market conditions
ranges from $785 million if the sample
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median percentage reductions are used
to $1,240 million if the sample arith-
metic means are used. As the arithmetic
mean calculation usually tends to over-
state the true mean, while the median
calculation tends to understate it, the
average of the two results—$1,010 mil-

Table 4—~Reductions in 1970 Plant and Equipment Expenditures Resulting From 1969-70 Financial Market Developments, by Asset Size

Nonfinancial firms only

All firms 1
Under $1,000,000 to } $10,000,000 to | $50,000,000 All sizes
$1,000,000 $9,999,999 $49,999,999 and over
Number of firms
1. All firms answering question on 1970 impact of finanical market developments (question 5a) 2. __ 523 1,134 844 770 3,271 3,709
2. Number indicating no reductions (question 5a) 2 __._______ . ... ... 493 1,030 754 672 2,949 3,368
3. Number indicating reductions in plant and equipment expenditures because of financial market
developments (question 58) 2 il 30 104 90 98 322 341
4. Number indicating both reductions in plant and equipment expenditures (question 5a) and
financial market conditions as a factor accounting for an appreciable decline from planned to
actual expenditures (question 2g) 2. _ . eiiiiiiiiaciioal 8 41 50 59 158 164
5. Number indicating significant reductions occurring in (question 6) 2 3:
A, First quarber s 10 24 19 25 78 83
b. Second quarter 14 54 45 50 163 170
e A QUArber - e e 22 90 71 82 271 285
d. Fourth QUATter - e 20 79 70 64 233 247
6. Number indicating reductions amounting to (question 7) 2:
a. Less than 5 percent of actual plant and equipment expenditures. R 0 11 3 16 29 30
b. 5 percent to 9.9 percent. .. eiea. _ 7 14 10 27 58 61
c. 10 percent t0 24.9 PETCON . _ . L o 8 40 37 31 116 121
d. 25 percent t0 49.9 Percent - . .o 6 18 24 11 59 62
e. 50 percent or more_ ______ 6 18 17 9 50 56
f. Amount not specified ¢ 3 3 0 4 10 11
7. Number mentioning as cause of reductions (question 9) 2:
a. Rise in interest rate costs to your firm _ . 16 72 65 83 236 251
b. Decline in the stock market because it affected your cost of equity finanecing N 1 19 17 19 56 57
c. Unattractiveness of borrowing conditions other than interest rates. .._______.___.....__.__ 6 30 34 46 116 121
d. Unattractiveness of underwriting terms (other than offering price or yield) in raising
funds from the stock or bond market. .. ..ol 0 6 8 9 23 24
e. Unwillingness of financial institutions to supply funds to your firm in desired amounts. . 8 32 23 17 80 84
f. Unwillingness of underwriters/brokers to handle your issues in desired amount in raising
funds from the stock or bond market_ . ... e 1 5 4 2 12 13
g. Difficulties (other than interest cost) in issuing commercial paper. ... 1 3 1 7 12 15
h. Other financial market developments 8 16 15 7 46 48
8. Number expecting to carry out in 1971 (question 13) 2:
a. None of the eliminated 1970 plant and equipment expenditures. . ... _....__.....__._. 17 34 21 24 96 9%
b. Some of the eliminated 1970 plant and equipment expenditures. . e . 10 51 53 58 172 18
¢. Most of the eliminated 1970 plant and equipment expenditures- . ._______..__..._______ 1 12 12 13 38 44
d. All of the eliminated 1970 plant and equipment expenditures 0 5 3 2 10 12
€. NO SPOCTAOE 5o - o o o o oo T 2 2 1 1 6 6
Percent
9. Percentage of responding firms indicating reduction inoutlays______._________.________.__._.__.__ 5.7 9.2 10.7 12.7 9.8 9.2
10. Percentage reduction for affected firms calculated on the basis of: "
32.1 28.3 32.2 19.9 27.2 (9)
22.2 19.6 23.4 1.9 18.9 O]
11, Agbgl'e_gaufe ;' duction as a percentage of outlays for all reporting firms in size class calculated on the
asis of &:
80 MOATL - - o o oo .99 2.86 1.09 1.27 1.26 ®
b. Median. I T 168 1.98 .79 .76 .71 ®
'12. Percentage of afiected firms mentioning as cause of reduced outlays:
o, Rise In Mterest cOsto . s A O Oy e 53.3 9.2 72.2 84.7 73.3 73~‘75
b. Decline in the stock market - 3.3 18.3 18.9 19.4 17.4 16. I
c. Unattractiveness of borrowing conditions other than interest rates 20.0 28.8 37.8 46.9 36.0 35.
d. Unattractiveness of underwriting terms (other than offering price or yield) in raising 0
funds from the stock or bond market__ ... - 0 5.8 8.9 9.2 or s ZZ 6
e. Unwillingness of financial institutions to supply funds in desired amounts. .. 26.7 30.8 25.6 17.3 2.8 .
1. Unwillingness of underwriters/brokers to handle isstes in desired amount in raising funds 3.8
from the stock or bond market..________._______ ... ... 3.3 4.8 4.4 2.0 3.7 5
g. Difficulties (other than interest cost) in issuing commercial paper. 3.3 2.9 1.1 7.1 3.7 14' 1
h. Other financial market developments_ - __________._________________ ... 26.7 15.4 16.7 7.1 14.3 -

L. In addition to the firms shown by asset size, includes financial institutions as well as a
small number of nonfinancial firms for which asset-size information was not available.

2. Question numbers refer to questionnaire,
3. Some firms indicated more than one quarter.

4, Fi.rms replying ‘“‘yes” to question 5a but not answering question 7.
5. Firms replying “yes’’ to question 5a but not answering question 13.

6. Computed from the frequency distributions in lines 6a-6e, using the midpoint of closed-
end intervals and a value of 75 percent for the open-end interval.

for each distribution.

7. Computed from the frequency distrioutions in lines 6a-8e, using the calenlated median

8. Computed by multiplying line 10a and line 10b, respectively. by 1970 plant and equip-

ment expenditures of firms reporting reductions and dividing

firms in the size class.
9. Not available.

Sources: U.8. Department of Commerce, Office of Business Economies,
and Exchange Commission.

by expenditures of all sample

and the Securities
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lion—is probably closer to the actual
figure than either the mean or the
median.

Using the less inclusive $79.7 billion
total plant and equipment outlay for
1970 obtained from the OBE-SEC sur-
vey universe, the estimated national
impact ranges from $650 million by the
median calculation to $1,030 million by
the mean calculation.

The overall reduction in planned 1971
plant and equipment programs Te-
sulting from 1969-70 financial market

SURVEY OF CURRENT BUSINESS

developments was estimated by a pro-
cedure similar to that described above,
except for the netting of indicated
increases against decreases.® As shown
in table 5, of the 474 firms indicating
a change in their 1971 plant and equip-
ment programs (relative to what they
would otherwise have been) as a con-
sequence of 1969-70 financial market

8. The survey did not provide a quantitative basis for
calculating the possible increases in 1970 outlays resulting
from 1969-70 financial conditions. Any such increases, which
would result largely from anticipatory effects, would tend
to overstate the 1970 estimated impact. See later discussion
on margins of error.

Table 5.—Changes in 1971 Plant and Equipment Expenditure Programs Resulting From

Asset Size
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developments, 268 firms said that 1971
programs would be lower while 169
firms indicated Aigher. The national
impact based solely upon the sample
firms indicating lower programs for 1971
resulted in an overall reduction ranging
from $1,195 million based on the
median to $1,830 million based on the
arithmetic mean, or an average reduc-
tion of $1,515 million. These figures,
however, represent a ‘“‘gross’’ reduction
in that they do not reflect the higher
1971 programs indicated by 169 firms.

1969-70 Financial Market Developments, by

Nonfinancial firms only
All firms !
Under $1,000,000 to | $10,000,000 to | $50,000,000 All sizes
$1,000,000 $9,999,999 $49,999,999 and over
Number of firms
1. Al firms answering question on impact of 1969-70 financial market developments on 1971 invest-
ment programs (question 14) 2.__________________________ ... ___.___ e e 495 1,089 799 733 3,116 3,539
2. Number indicating no changes in 1971 investment programs (question 14) 2 446 927 673 627 2,673 3,065
3. Number indicating changes in 1971 investment programs (question 14) 2. 3 49 162 126 106 443 474
4. Of those in line 3 above, number indicating higher 1971 plant and equipment programs (question
5a) 23 e .. e i 12 62 54 29 157 169
5. Of those in line 3 above, number indicating lower 1971 plant and efluipment programs (question
15a) 2. 3.___ - ] 29 83 64 73 249 268
6. Of those in line 5 above, number indicating reduction amounting to (question 16) 2:
a. Less than § percent of programed plant and equipment expenditures 4 2 4 4 14 15
b. bto 9.9 percent. . 6 17 13 25 61 64
e. 1010 24.9 pereent . 7 35 24 25 91 99
d. 25 t049.9 percent ... 4 12 13 12 41 43
e. 50 percent OF MOTe_ oo ...l 7 16 10 7 40 45
f. Notspecified 4 . 1 1 0 0 2 2
7. Of those in line 5 above, number mentioning as cause of reduction (question 17) 2:
a. Rise in interest costs to your firm .. ____________ .. . .l .. ... ... 17 42 42 54 155 165
b. Decline in the stock market because it affected your cost of equity financing. 1 10 11 16 38 39
¢. Unattractiveness of borrowing conditions other than interest rates_.____....__._ .. 8 27 16 23 74 79
d. Unattractiveness of underwriting terms (other than offering price or yield) in raising
funds from the stock or bond market_ ... . . . ... ... 0 9 3 3 15 15
e. Unwillingness of financial institutions to supply funds to your firm in desired amounts.. 9 16 13 9 47 50
. Unwillingness of underwriters/brokers to handle your issues in desired amount in raising
funds from the stock or bond market______ ... . ... .. ... 2 1 1 2 6 7
g. Difficulties (other than interest cost) in issuing commercial paper... 1 3 2 5 11 12
h. Other financial market developments 9 29 22 16 76 83
Percent
| f
8. Percentage of responding firms indicating reduction in programs. ____________._____________.__._ 5.9 7.6 8.0 ! 10,0 8,0 7.6
9. Percentage reduction for affected firms calculated on the basis of: |
A Mean S 30.4 29.2 27.6 22,1 26.8 [Q]
b, Median & . 18.6 19.4 19.4 14.5 18.0 ®
10. Aggregate reduction as a percentage of outlays for all reporting firms in size class calculated on
the basis of 7:
8, MICAN_ e 2,22 2.33 .72 2.03 1901 ®)
b Median 1.36 1.55 .50 1.34 1.26 ®)
11. Percentage of affected firms mentioning as cause of reduced outlays: |
a. Rise in interest CoStS. ..o oo 58.6 50.6 65.6 74.0 62.2 61. 6
b. Decline in the stock market. _____________ ... _______________ . ________ 3.4 12.0 17.2 21,9 15.3 4.6
¢. Unattractiveness of borrowing conditions other than interest rates 27.8 32.5 . 25.0 3.5 29.7 29.5
d. Unattractiveness of underwriting terms (other than offering price or yield) in raising funds 1 i !
from the stock or bond market_.__________________ .. ... T . .0 10.8 4.7 4.1 6.0 5.6
e. Unwillingness of financial institutions to supply funds in desired amounts.______.______. 31.0 ¢ 19.3 20.3 12,3 18.9 18.7
f. Unwillingness of underwriters/brokers to handle issues in desired amount in raising i i i
funds from the stock or bond market. . ... ... ... 6.9 1.2 1.6 2.7 2.4 2.6
g. Difficulties (other than interest cost) in issuing commercial paper._ ... .___._._._____.. 3.4 3.6 3.1} 6.8 4.4 4.5
h. Other financial market developments_._ .. ... o 31.0 | 34.9 34.4 21.9 30.5 310
!

1. In addition to the firms shown by asset size, includes financial institutions as well as a
small number of nonfinancial firms for which asset-size information was not available.
2. Question numbers refer to questionnaire.

3. The total number of firms shown in lines 4 and 5 is less than the number of irms shown in
line 3 because lines 4 and 5 involve only plant and equipment answers whereas line 3 covers
replies relating to both plant and equipment and inventory expenditures.

4. Firms replying “lower’” to question 15a but not answering question 16.
" 5. Computed from the frequency distributions in lines 6a-6e, using the midpoint of closed-
end intervals and a value of 75 percent for the open-end interval.

6. Computed from the frequency distributions in lines 6a-6e, using the calculated median

for each distribution. .
7. Computed by multiplying line Ya and line 9b, respectively, by 1970 plant and equipment

expenditures of firms reporting reductions and dividing by expenditures of all sample firms

in the size class. There is an implicit assumption that, for irms reporting reductious in 1971

programs, these programs on the average were similar in magnitude to the 1970 expenditures

of the same firms (see text).
8. Not available.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities
and Exchange Commission.
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The average sample universe estimate
of the amount of increase is $125 mil-
lion.? Thus the “net” overall reduction
in 1971 capital spending was estimated
at $1,390 million ($1,515 million less
$125 million).

In response to question 10 (impact
of hypothetically easier monetary con-
ditions), 430 respondents replied ‘“yes’’
with respect to changes in 1970 plant
and equipment outlays. Quantification
of these results (by applying the sample
ratios for each asset-size group to the
universe estimate of $96.0 billion for
1970 nonfarm nonresidential fixed in-
vestment) resulted in an overall 1970
differential for plant and equipment
spending of $1,060 million using me-
dians and $1,790 million using arith-
metic means, or an average of $1,425
million.

This figure of $1,425 million for the
overall national impact of financial
factors on 1970 business outlays for
new plant and equipment is larger than
the $1,010 million calculated on the
basis of replies to question 5a. The
interpretation of these results is that
fixed investment in 1970 would have
been $1.0 billion higher if 1970 financial
market developments had been as
expected by business early in 1970 and
$1.4 billion higher if significantly easier
credit conditions than expected had
prevailed (i.e., if credit conditions in
1970 had been about the same as the
average during the 1961-65 period).
However, the greater difficulty of an-
swering a hypothetical question such
as 10a should be kept in mind.

Effects on 1970 Inventory
Investment

The impact of 1969-70 financial
market conditions on 1970 inventory

9. While the survey information did not permit direct
quantification of the indicated increases in 1971 capital
spending programs by the 169 firms shown in line 4 of table 5§
in the same manner as that used to quantify reductions, it
was possible to make a rough calculation of the dollar amount
involved. About one-half of the 169 firms indicated in
question 13 that they intended to make up in 1971 “some,’’
‘“most,”’ or “all” of their 1970 capital outlay cutbacks. The
dollar amount involved in such makeup by these firms was
calculated by tying these answers to the answers to question
7 indicating the amount of 1970 reduction. On the arbitrary
assumption that the remaining firms in this 169-firm group
had raised their 1971 spending plans by about the same
proportion, the dollar amount of 1971 increase derived in
this manner was raised to the OBE-SEC universe. The
resulting figure was then raised to a national level on the
basis of the ratio of the $96.0 billion total for nonresidential
fixed investment for 1970 to the OBE-SEC plant and equip-
ment aggregate, resulting in a calculated overall increase of
$125 million.

SURVEY OF CURRENT BUSINESS

investment appears to have been some-
what milder than the impact on fixed
investment. Table 6 presents data by
asset-size class on the frequency, timing,
and magnitude of reported reductions
in 1970 inventory investment.'®

Eight percent of the respondents (260
firms out of 3,254) reported reductions
in 1970 inventory investment. The per-
centage of companies reporting reduc-
tions in inventory investment was
higher for trade firms than for manu-
facturers or other major industry
groups. The largest firms reported re-
ductions less frequently than medium-
sized companies; this was in contrast to
the findings on fixed investment, where
the frequency of reductions varied di-
rectly with the size of firm. The inclu-
sion of public utility and transportation
companies partly accounts for the lower
percentage of affected firms in the large
asset-size group; such firms constitute a
sizable portion of the large companies
but generally hold very little inventory.

Among the firms which reported in-
ventory reduction, the average size of
the reduction declined as size of firm
increased, varying from 11 percent for
the smallest asset-size group to 7 per-
cent for the largest size class (table 6,
line 7). This pattern was generally simi-
lar to that for fixed investment.

When examined by asset size, it was
found that the reduction of 1970 in-
ventory investment in each size class of
nonfinancial business, expressed as a
fraction of yearend stocks of all sample
firms in the class, was significantly lower
for the two larger asset-size classes than
for the smaller classes (table 6, line 8).

Firms' were also asked to indicate
whether and to what extent their in-
ventories would have been larger at

10. There was an error in the wording of question 8 when
the initial survey mailing was made, but fcllowup mailings
to nonrespondents contained an erratum notice. The error
was in the use of the word “lower” when “higher” was
intended. Post-survey spot checks of respondents to this
question revealed that respondents had been able to detect
the error and had handled the question in the correct manner,
mainly because of the relationship of this question to question
5b. Incorrect handling of question 8 would, moreover, have
become evident in the editing of the returned questionnaires,
as there would have been inconsistencies in the replies to
questions 5b and 8. For these resaons, it was assumed that
respondents handled question 8 in the correct manner and
the responses were included in the tabulations on that basis.
Tabulations and calculations reflecting question 8 responses
are so identified in the tables.
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yearend 1970 if the relatively easy
monetary conditions prevailing in the
period 1961-65 had existed in 1969-70
(question 10b and 12). Seven percent of
the firms responding (230 out of 3,232)
indicated that their inventories at the
end of 1970 would have been larger
under those conditions (table 7).

Estimated national impact

Quantification of the overall national
impact of 1969-70 financial market
developments on 1970 inventory invest-
ment was derived by the application of
the aggregate sample inventory reduc-
tions (table 6, line 8) to the distribution
by size class of the estimated $194.8
billion of inventories held nationwide
by nonfarm nonfinancial business at
yearend 1970. This procedure resulted
in a calculated national reduction of

. CHART 12

Reductions in 1971 Plant and Equipment
Expenditure Programs Resulting From 1969-70
Financial Market Developments

® Percent of firms reporting reduction

10.0
7_6 8.0
5.9
® Average percent reduction hy affected firms
30.4 29.2
27.6
221

® Aggregate reduction as a percent of
programs of all firms in size class

2.2 2.3

2.0

$1-$9.9

mil.

Under
$1 mil.

$10-$49.9

mil.

ASSET SIZE CLASS

$50 mil.
& over

NOTE.~Data are from table 5.

U.S. Department of Commerce, Office of Business Economics 71-12~-12
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inventory expenditures in 1970 ranging
from $730 million using the median
method to $995 million using arithmetic
means, or an average of $863 million
for the two methods. The survey data
do not permit quantification of the
impact of 1969-70 financial develop-
ments on 1971 inventory expenditures.

In response to question 10b, 230
firms indicated that they would have
spent more for inventories than they
actually did if much easier credit con-
ditions had prevailed. Quantification
of this result (by applying the sample
ratios for each asset-size group to the
estimated distribution by size class of
the $194.8 billion of nonfarm non-
financial inventory held at yearend
1970) yielded changes in inventories
of $650 million using medians and $890
million using means, or an average of
$770 million.

This finding that the impact on
inventory spending measured from
answers to question 10b is smaller than
the impact measured from answers to
question 5b is contrary to expectations
and to the finding for fixed investment.

SURVEY OF CURRENT BUSINESS

The result is primarily due to the fact
that a number of firms answered ques-
tions 5b and 10b differently (e.g.,
affirmatively for 5b and negatively for
10b, and vice versa).

Margins of Error

All of the estimates discussed above
are subject to considerable margins of
error. Even if the data reported by the
sample were 100 percent accurate, the
estimation procedures used to obtain
the overall national impact might bias
the results in either direction, due mainly
to the lack of adequate size-distribution
data for nonfarm nonresidential fixed
investment.

The absence of quantitative data on
the extent to which 1969-70 financial
market developments increased 1970
expenditures above planned levels,
largely through anticipatory effects,
results in some overstatement of the
effect of monetary stringency but this
is presumed to be small. As an offset,
the survey did not cover new businesses
or businesses that did not get started

December 1971

during 1970 because of financial con-
ditions.

Reporting bias constitutes another
possible source of error. While respond-
ents may possibly have been inclined to
exaggerate the effect of monetary tight-
ness on their outlays (in the belief that
such a demonstration might forestall
further deflationary Government poli-
cies), there is no reason to believe that
any such bias is significant. If such bias
exists at all, it would tend to overstate
the estimated reductions in business
investment stemming from monetary
tightness.

Nonrespondent bias may be another
source of error. Other things being
equal, it might be argued that firms
significantly affected by monetary strin-
gency would be the most likely to com-
plete the questionnaire (at least when
the size of firm is held constant). On
the other hand, some firms may have
been deterred from giving an afirmative
answer to the financial market questions
by the greater number and more de-
tailed questions asked.

Table 6.—Reductions in 1970 Inventory Investment Resulting From 1969-70 Financial Market Developments, by Asset Size

Nonfinancjal firms only
All firms 1
Under $1,000,000 to | $10,000,000 to | $50,000,000 All sizes
$1,000,000 $9,999,999 $49,999,999 and over
Number of firms
1. All firms answering question on impact of 1969-70 financial market develop ts on i y
expenditures (question 5b) 2_______ ... 473 1,065 815 752 3,105 3,254

2. Number indicating no reductions (question 5b) 2___ 440 969 741 700 2,850 2,994
3. Number indicating reductions (question 5b) 2 ____ _____ ... 33 96 74 52 255 260
4, Number indicating significant reductions occurring in (question 6b) 2 3:

a. First quarter. ... 9 19 7 11 46 47

b. Second quarter... 12 44 27 21 104 105

¢. Third quarter. _ o 25 81 58 43 207 210

d. Fourth quarter.. ... .. . 29 80 59 40 208 211
5. Number indicating reduction amounting te (question 8) 24

a. Less than 2 percent of actual 1970 yearend inventories 2 18 18 13 51 52

b. 2 to 4.9 percent__ 5 13 17 11 46 47

¢. 510 9.9 percent._ . 8 28 20 13 69 70

d. 10 percent or mo 10 30 14 9 63 64

e. Not specified 5__. 8 7 5 6 26 27

Percent

6. Percentage of responding firms indicating reduction in investment.. .. ___________________.__._ 7.0 9.0 9.1 6.9 8.2 8.0
7. Percentage reduction for affected firms calculated on the basis of:

A, Mean S 11.2 9.8 7.4 7.2 8.7 [Q]

Do Median 7_ ... 8.4 7.4 4.9 4.7 6.3 ®
8. Aggregate reduction as a per of inventory holdings for all reporting firms in size class

calculated on the basis of 3:
a. Mean. . . .62 1.00 .21 .31 .31 [Q]
b. Median. .47 .76 .14 .21 .21 ®)

1. In addition to the firms shown by asset size, includes financial institutions as well as a
small number of nonfinancial firms for which asset-size information was not available.

2. Question numbers refer to questionnaire.

3. Some firms indicated more than one quarter.

4. See footnote 8 in text,

5. Firms replying ‘‘yes” to question 5b but not answering question 8.

6. Computed from the frequency distributions in lines 5a-5d, using the midpoint of closed-
end intervals and a value of 20 percent for the open-end interval,

7. Computed from the frequency distributions in lines §a-5d, using the calculated median
for each distribution. . .

8. Computed by multiplying line 7a and line 7b, respectively, by 1970 yearend inventories
of firms reporting reductions and dividing by end-of-year inventories of all sample firms in
the size class,

9. Not available.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities
and Exchange Commission.
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Some of these errors may be offset-
ting. In any case, even very large
errors—say, 50 percent in either direc-
tion—would not appreciably alter the
main finding that the reduction in fixed
investment as a result of 1969-70 finan-
cial developments was quite small: On

SURVEY OF CURRENT BUSINESS

the order of 2 percent or less of total
fixed investment in 1970 or 1971."

11. See Willlam H. White, “Effects of Tight Money on
1966 Business Investment,” Journal of Money, Credit, and
Banking, November 1970, pp. 446-460, for a critical review
of the statistical approach and findings of the 1967 survey.
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Other effects of monetary stringency

The relatively small impact of restric-
tive monetary policies on business
investment contrasts sharply with the
apparent effects of such policies on

(Continued on page 40)

Table 7.—Impact of Hypothetically Easier Credit Conditions Upon 1970SExpenditures for New Plant and Equipment and for Inventories,
by Asset Size

Nonfinancial firms only
All firms 1
Under $1,000,000 to | $10,000,000 to | $50,000,000 All sizes
$1,000,000 $9,999,999 $49,999,999 and over
Number of firms
Plant and equipment expenditures:
1. All firms answering question 10a 2: “If the cost and availability of credit to your firm in 1969
70 had been abouvt the same as in the 5-year period 1961-65, would your 1970 expenditures
for new plant and equipment have been greater than they actually were?”’.___.____._ .. _._. 511 1,123 837 767 3,238 3,666
2. Number indicating greater expenditures (“yes” toquestion 10a) 2. ___________________________ 47 129 117 108 401 430
3. Number indicating unchanged expenditures (“no’’ to question 10a) 2______.___ . . . .. ____ 464 994 720 659 2,837 3,236
4. Of those firms included in line 2 above, number indicating increases in 1970 plant and equip-
ment expenditures would have been (question 11) 2:
a. Less than 5 percent of actual 1970 plant and equipment expenditures.________...__... 5 1 5 13 34 35
b, 51099 pereent i iceiiiiiaie. 10 20 17 40 87 94
c. 10 to 24.9 percent. 16 61 46 33 156 168
d. 25 to 49.9 percent_ . 8 17 7 12 64 68
e. 50 percent or more_ 5 19 21 9 54 59
f. Not specified 3 3 1 1 1 6 6
5. Of those firms included in line 2 above, number answering ‘‘yes” to question 5a2____._ .. _. 18 78 69 72 237 252
Percent
6. Percentage of responding firms indicating greater expenditures..___.__.____ . . . . .. ___ 9,2 1.5 4.0 1.1 12,4 11,7
7. Percentage increase for affected firma calculated on the basis of:
A, Mean . 23.7 25.8 30.5 19.0 25.1 ®)
b, Median 5. e 16.6 18.1 217 10.2 17.4 ®)
8. Aggregate increase as a percentage of new plant and equipment outlays for all reporting firms
in size class calculated on the basis of *:
1.78 2.72 1.77 L7l 1.72 [Q]
1.25 1.90 1.26 .92 .95 (®)
Number of firms
Inventory expenditures:
9. All irms answering question 10b 2: “If the cost and availability of credit to your firm in 1969-70
had been about the same as in the 5-year period 1961-65, would your 1970 expenditures for
inventories have been greater than they actually were?” 465 1,056 808 746 3,075 3,232
10. Number indicating greater expenditures (“yes’ to question 10b) 2. __________________________. 41 82 60 41 224 230
11. Number indicating unchanged expenditures (“no” to question 10b)2_____ ... ________.__._. 424 974 748 705 2,851 3,002
12. Of those firms included in line 10 above, number indicating 1970 yearend inventory book
values would have been higher by (question 12) 2:
a. Less than 2 percent. .. e eeeaen 1 10 3 8 22 22
b. From 2 to 4.9 percent 13 13 17 11 54 55
c. From 5 to 9.9 percent. 12 26 21 13 72 %
d. 10 percent or more___ 13 30 19 9 7 73
e. Not specified 7. e 2 3 0 0 5 5
Percent
13. Percentage of responding firms indicating greater expenditures. ... _.__._ ... ... 8.8 7.8 7.4 5.5 7.3 7.1
14. Percentage increase for affected firms calculated on the basis of:
a. Mean 4__ 10,2 10.8 10,0 7.9 9,9 ®
b. Median 7.3 82 7.4 5.6 7.3 ®
15. Aggregate increase as a percentage of inventory holdings for all reporting firms in size class
calculated on the basis of %:
a. Mean.__. .52 .97 .22 .28 .26 (®)
b Median . o e e .37 .74 .16 .18 .19 ®

1. In addition to the firms shown by asset size, includes financial institutions as well as a
small number of nonfinaucial firms for which asset-size information was not available.

2. Question numbers refer to questionnaire.

3. Firms replying “yes’” to question 10a but not answering question 11,

4. Computed from the frequency distributions in line 4a-4e for new plant and equipment
expenditures, and lines 12a-12d for inventery investment, using the midpoint of closed-end
intervals and a value of 75 percent and 20 percent, respectively, for the open-end interval.

5. Computed from the frequency distributions in lines 4a—~4e and lines 12a-12d, using the

calculated median for each distribution.

6. Computed by multiplying line 7a and line 7b by plant and equipment expenditures, and
line 14a and line 14b by inventory investment, of firms reporting increases and dividing by
respective expenditures of all sample flrms in the size class.

7. Firms replying “yes” to question 10b but not answering question 12.

8. Not available.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities
and Exchange Commission.
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IMP o RTA NT OMB No. §1-57009

Form BE-460
27370

U.S. DEPARTMENT OF COMMERCE
PLEASE RETURN THIS FORM BY APRIL 1, 1971 OFFICE OF BUSINESS ECONOMICS

SURVEY OF FACTORS INFLUENCING
1970 AND 1971
BUSINESS INVESTMENT

Refer to: Form BE-460

The pucpose of this supplemental survey isto inquire into developmencs in 1969-70 which may have resulted in changes
in your firm's accual investment in 1970 and expected investment in 1971, The survey consists of three sections, as
follows:

SECTION|  seeks to determine which factors, if any, exercised an appreciable influence on your actual
1970 expenditures for new plant and equipment relative to your expected expenditures early that
year.

SECTION [l covers che excent, if any, o which financiol market developments in 1969-70 affected your actual
1970 expendicures for new plant and equipmeat, and for inventories.

SECTION i)l covers the excent, if any, to which your presently expected 1971 expenditures for new plant
and equipment, and for inventories, would have been differenc if financial market developments
in 1969-70 had been more favorable.

INSTRUCTIONS AND DEFINITION OF TERMS

1. Expendicures for plant and equipment cover only outlays for construction, equipment, and machinery within che
United States, including items purchased abroad for installation of use within the U.S. Include expenditures for
planc and equipment available for lease to others.

2. Expenditures for plant and equipment refer to all costs—both replacement and expansion—whether on contract of
by your own company, chargeable to fixed asset accounts and for which depreciation or depletion accounts are
ordinarily maincained.

3. Expenditures for plant and equipmeat refer only to new construction, machinery, and equipment.

4. Report on a consolidated basis for the company and its domestic subsidiaries wherever possible; the figures
should cover U.S. domestic operations only.

5. (IMPORTANT) All questions bearing upon the impace of financial markec conditions on your firm’s investments
shouldbe answered with respect only ¢a the direct impact of such conditions on your fitm’s investment rather than
with respect o che indirect impact of such conditions through purchases by your customers.

REMARKS

Person to be addressed regarding this report Title

Section |

Were your actual 1970 expenditures for plant and equipment changed appreciably, either in terms of
aggregate dollar amounc or in composition or form, from those expected early that year?

In aggregate dollar amount ...
[n composition or form .. ... .

. SYes SNo
T ves —No

NOTE. _If your answer to both parts above were ‘No,” please skip to Section I,

2.

If your answer to either ot both parcs of question ] was *‘Yes,” please check below the factor or factors
which caused your actual expendicures for new plant and equipment in 1970 to be appreciably differen
from your expectations early that year. Since several factors may have been active, sometimes wich off-
setting effects, please show the direction of each factor’s effects by checking the appropriate box.

+*Note.-Please also indicate the single most important factor operating in either dizection by circling only

one box under either or both of the two right-hand columns.

Were major factors which
Difference between actual 1970 conditions and expectations with respect to— teaded to—

December 1971

Increase Decrease
expenditures [expenditures

From early anticipations

o. Salesk

b. Current expenses

FII

P

€0 NEE €AMNINGS « v eveeetantaaeteen e et et et e
d. Working capital requirements:
(1) Cashbalances ......coveiina.ats et e e,
(2) Other ....ieeneneiiiiiiiiiiiiiiaet e

e. Timing of equipment deliveries and,/or construction progress .............

LITTEIL

FICPEIL]

f. Planc and equipment costs (viz.—prices paid)} «..e.ourinrineiiiiiiiiis

g. Financial market conditions:

\
J

(1) Availability and costs of debt financing .........cooiiiiiii it

(2) Availability and costs of equity financing ...............c.ooeeiens

h. Pollution control .

[11]]
|

i. Technological developments .

i. Other factors (accidental damage; mergers or acquisitions; overall debt
position; investment tax credit repeal; ctc. Please specify).

1

24

3

If you checked ““Sales™ as a factor, were your actual 1970 sales —_ ABOVE or __ BELOW early 1970
expectations?

1f you checked “*Net earnings™ as a factor, were your actual 1970 ¢arnings __ ABOVE or _ BELOW
early 1970 expectations?

If you checked *“Plant and equipment costs” as a factor, were vour actual prices paid in 1970 __ ABOVE
or 1 BELOW early 1970 expectations?

Section 1 -1969.70 FINANCIAL MARKET FACTORS AND 1970 EXPENDITURES FOR PLANT AND EQUIPMENT AND FOR

- 0C-2462-F
PAGE 1 USCOMM-DC-2262-F71

NOTE.—Please refer again to instruction 5 on page ! before answering the remaining questions in this
questionnaire.

5. Did you at any cime during the year 1970 reduce your expenditures for new plant and equipment, or for
inventories, below what they might otherwi se have been because of developments in the 1969-1970 money

and capital markets?
a. Plant and equipment expenditures . [JYes No
JYes [_No

b. Invencory expenditures ..

NOTE.~If your answers to both a and b above were “No,” please skip to question 10 below,

6. If your answer to either question 5a or 5b was *"Yes,”” which quarter or quarters of the year wete affected
significantly?
a. Planc and equipment «......... Jr Ju Jm v
b. Ioventories ....voveneanieaae. 1 [Jn (m Ow

7. 1f your answer co question 5a was “'Yes,” by how much did you reduce your 1970 expenditures for new
planc and equipment because of financial market conditions?

] Less than 5 percent ] From 5 to 9.9 percent ] Feom 10 to 24.9 percent

[ From 25 10 49.9 percent 150 percent or more

8. If your answer to question 5b was "*Yes,”” how much lower would your inventory book values have been
on December 31, 1970 if financial market conditions had been more favorable?

T JLess than 2 percent ] From 2 to 4.9 percent [T} From 5 to 9.9 percent

[[] 10 percent or more

9. If your answer to question 5a was “'Yes,” indicate which of the following 1969-70 developments were
responsible for the reductions in your 1970 expenditures for new plant and equipment:

a. Rise in interest rate CoSCs 10 your Hfm - ..vereenenennn. B SR

b. Decline in the stock macket because it affected your cost of equity financing. ....eeeueroen..

¢. Unattractiveness of borrowing conditions other than interest rates ...

d. Unatcractivene ss of underwriting terms (other than offering price or yield) in raising funds from
the stock ot bond market .

e. Unwillingness of financial institucions to supply funds co your firm in desired amouncs +.........

f. Unwillingness of underwriters/brokers 1o handle your issues in desired amount in raising funds
from the stock or bond market............. e e

9. Difficulties (other than interest cost) in issuing commercial paper ......... e .3

h. Other financial matket developments (specify)

10. 1 the cost and availability of credit to your firm in 1969-70 had been about the same as in the five year
period 19611965, would your 1970 expendicutes for new plant and equipmenc, and for inventories, have
been greater than they actually were?

a. Planc and equipment expenditures .o .vvvuiaveevinisneaneneees || Yes [ ]No

b. Inventory expenditifes. . uueeeensenrnnneunssneieaseaeenan. ] Yes [No

; . . . S
%/ This five year period was characterized by relatively adequate credit availability, with interest rates
averaging as follows:

4.8 percent on short term business loans from banks (New York City open market rates}; the average
in 1970 waw 8.1 percent.

1.6 percent yield on domestic corporate bonds (Maody's composite); the average in 1970 was 8.5 percent.

PAGE 3

INVENTORIES
3. What was the amount of your actual expenditures in 1970 for new plant and
CQUIPMENT? 4 ot ittt vt et ittt ia e as e $
4. What was the book value of your inventories as of December 31, 19707 ... $
PAGE 2
1. If you answer to question 10a was **Yes," how much higher do you chink that your 1970 expenditures for
new plant and equipment would have been?
[ Less than 5 percent [JFrom 5 to 9.9 percent [ From 10 to 24.9 percent
{"] From 25 to 49.9 percent (] 50 percent or more
12. If your answer to question 10b was **Yes,” how much higher do you think that your inventory book value

on December 31, 1970 would ha ve been?
[JLess than 2 percent [JFrom 2 to 4.9 percent 1 From 5 t0 9.9 percent
710 percent or more

Section II-INVESTMENT EXPECTATIONS

Answer question 13 only if your answer to question 5a was *'Yes’’

13.

If you had reduced your plant and equipmenc programs in 1970 due co 1969-70 developments in financial
matkets, do you presently plan to carry out during 1971 some of chis eliminated investment?

[[JNe [JYes, some [ Yes, most T Yes, all

4.

Do you now expect that, as a result of the developments in the money and capical matkers during 1969 and
1970, your 1971 expenditares for new plant and equipment or for invencories will be different than would
have been the case in the absence of these developments?

[dyes e

NOTE.—If your answer to question 14 was *'No,”” please sign and return this questionnaire.

15

If your answer to question 14 was *'Yes,”” indicate the direction of the change in 1971 expenditure
programs:

a. Plant and equipment JLower T JHigher

b. Inventories "l Lower T Higher

If your answer to question 15a was "“Lower,” by how much have you reduced your 1971 inv estment pro-
gram for new plant and equipment because of these developments?

[ Less ¢han 5 percent ] From 5 t0 9.9 percent ] From 10 to 24.9 percent
[J From 25 to 49.9 percent 150 percent or more

If your answer to question 150 was **Lower,” indicate which of the following 1969-70 developments
are tesponsible for the expected reducon in your 1971 investment program for new plant and equipment:

a. Rise in incerest costs to your firm. ...... R P e —_
b. Decline in the scock market because ic affected your cost of equity financing ......o.eoeeen.... ]
c. Unaaractiveness of bomowing conditions other than interest rates ovvevveevssesnnenonns RO -
d. Unattractivene ss of underwriting cems (othet than offering price of yield) in raising funds from

the stock or bond market ... ..o iiiiaiiiia.s B PPN B
e. Unwillingness of financial instazions co supply funds to your firm in desired amounts +......... [}
f. Unwillingness of underwriters/brokers to handle your issues in desired amount in raising funds

from the stock or bond market «............ O UIN e e
9. Difficulties (other than interest cost) in issuing commercial paper .o.vvvvnvnes. s e ]
h. Other financial macket developments (specify)

3
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By JACK J. BAME and EVELYN M. PARRISH

US. Balance of Payments Developments: Third Quarter 1971

Heavy dollar outflows in the third
quarter, following substantial payments
deficits in the first half of this year, led
to the August 15 suspension of converti-
bility of dollars into gold for foreign
official agencies and the subsequent
floating of other leading currencies in
exchange markets. Much of the outflow
was associated with speculative foreign
exchange activity and was not covered
by the statistical reporting system. The
official reserve transactions deficit and
the net liquidity deficit both increased
sharply. The current account and long-
term capital deficit, although unchanged
from the second quarter, exceeded that
for the entire year 1970.

UNPRECEDENTED capital outflows
during the third quarter led to a sharp
deterioration of the net liquidity and
official reserve transactions deficits;
both deficits were the largest ever
recorded (chart 13 and table A). The
massive dollar outflow—much of which
was not covered by the statistical re-
porting system-—was in large part asso-
ciated with widespread anticipation
that a number of leading currencies
would appreciate against the dollar.
The resultant intense pressure on the
dollar in exchange markets, particularly
in early August, coupled with substantial
U.S. payments deficits in the first half
of 1971 and the longer term deteriora-
tion in our current account, contributed
to the August 15 decision of the U.S.
Government to suspend convertibility
of dollars into gold for foreign official
reserve agencies and to impose a 10
percent surcharge on dutiable imports.

Nore.—Max Lechter also made a significant
contribution.

The August 15 announcement
brought a major change in the inter-
national monetary system that had pre-
vailed for over 25 years. During that
era many foreign currencies had been
devalued against the U.S. dollar but
only a few had appreciated. U.S. official
reserve assets had eroded rather steadily

while U.S. liabilities to foreign official
agencies mounted. The ratio of U.S.
reserves to liabilities to official accounts
fell sharply, particularly in 1970, and
by the third quarter of 1971 these
liabilities totaled about $46 billion,
almost four times the amount of U.S.
reserves (see chart 14).

I CHART 13

Balances on Major U.S. International Transactions
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T CHART 14

U.S. Official Reserve Assets and
Liabilities to Foreign Official Agencies
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U.S. Department of Commerce, Office of Business Economics 71-12-14
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In the unusual conditions prevailing
in the third quarter, international
interest rate differentials had much less
influence than in the past as a determi-
nant of monetary flows. The dominant
force was expectations of imminent ex-
change rate revisions. Eurodollars were
in heavy demand for switching into
other currencies that were expected to
appreciate relative to dollars. As a
result, the 90-day Eurodollar rate
jumped from 6% percent at the begin-
ning of the quarter to over 9 percent per
annum in mid-August. After the sus-
pension of convertibility and the sub-
sequent appreciation of most other
leading currencies against the dollar,
Eurodollar rates declined to near 8
percent at the end of the quarter and
to 6% percent more recently.

The balance on current account and
long-term capital, which does not
include recorded short-term flows, errors
and omissions, or allocations of SDR,
was in deficit by $3.1 billion, close to
the record deficit reached in the second
quarter, when the exchange market
disturbances began. The deficits in
both quarters exceeded that for the
entire year 1970. (All figures are

December 1971

seasonally adjusted unless otherwise
indicated.) A reduction of the merchan-
dise trade deficit in the third quarter—
mostly due to strike-related develop-
ments—was just about offset by a
decline in net investment income, so
that the balance on goods and services
was essentially unchanged. Net long-
term capital outflows were also little
changed, continuing close to their high
second quarter levels.

The net liquidity balance deterio-
rated $3.5 billion, to a deficit of $9.3
billion. Recorded capital outflows, prin-
cipally in the form of a buildup of
nonliquid short-term bank claims on
foreigners, were a contributing factor.
But more important was an enormous
adverse shift in errors and omissions.
The unrecorded net outflows may have
included U.S. residents’ transfers into
Eurodollars, speculative purchases of
foreign currencies, or various forms of
leads and lags in payments and receipts
for normal commercial and financial
transactions. An increase in unrecorded
flows of funds is to be expected during
a period of exchange market uncer-
tainties, especially one of crisis propor-
tions. Nonetheless, the net $8.5 billion

Table A.—Summary of U.S. International Transactions

[Millions of dollars, seasonally adjusted]

1970 1971 January-September
. Change:
Line | Lines in tables 2, 3, and 9 in which transactions are 1970 1971
included are indicated in ( ) I II 111 v Ir IIr 111 » II-IIL 1970 1971 » Change:
1970-71
]
1 Merghandise trade balance (2, 16) . ___._.___.._.. 2,110 513 751 704 142 269 —1,040 —537 503 1,968 1 —1,308 -3,276
2 Services, net (3-13, 17-27) ___..__... 1,482 368 294 291 528 901 1, 066 531 —535 953 2,498 1, 545
3 | Balance on goodsand services........._.__..__.._ ... 3,592 881 1,045 995 670 1,170 26 —6 —32 2,921 1,190 -1,731
4 Remittances, pensions and other transfers (31,
B e e —1,410 —338 —362 -359 —351 —342 —355 - 388 —33 —1,059 —1,085 —26
5 | Balance on goods, services, and remittances. ... _..._ 2,182 543 683 636 319 828 —329 —394 —65 1,862 105 —1,757
6 U.S. Government grants (excluding military)
L1 -1,739 —418 —391 —444 —485 —428 —483 - 527 —44 -1,253 —1,438 —185
7 | Balance on currentaccount_ ... _.___.___...__. 444 125 292 192 —166 400 —812 —921 —109 609 | —1,333 —1,942
8 U.S. Government capital flows, net, and non-
liquid liabilities to other than foreign official
reserve agencies (33, 55) .. ... . o....._. -2,029 —453 —590 —312 —673 —680 —630 —532 98 | —1,355 | —1,842 —487
9 Long-term private capital fl
48~50, 52) ... ... —1,453 —969 —272 —220 71 —14,003 | —1,795 | —1,648 147 | —1,461 , —4,4486 —2,985
10 | Balance on current account and long-term capital....| —3,038 | —1,297 -570 —340 —832 | —1,283 | -—3,237 | —3,101 136 | —2,207 | —7,621 —5,414
11 Nonliquid short-term private capital flows, net
—545 -115 —140 ~115 —175 ~384 —394 —1,167 —773 —370 | —1,945 -1,575
12 867 217 217 217 216 180 179 179 0 651 538 —-113
13 —1,104 ~59 —375 —437 —233 —1,017 —2,330 | —5204 —2,874 —871 -8, 551 -7, 680
14 —3,821 | —1,254 —868 —675 ( —1,024 | —2,504 | -5,782 | -9,293 | -—3,511 | —2,797 | —17,579 | —14,782
15 Liquid private capital flows, net (43, 46, 56)..__.. —6,000 | —1,610 —536 | —1,400 | —2,454 | —3,029 51| —2,828 1 —2,879 | —3,546( ~—5806 —2, 260
16 | Official reserve transactions balance.___..._._..__.._ —9,821 | —2,864 | —1,404 | —2,075 | -3,478 | —5,533 | ~5,781 | ~12,121 | —6,390 | —6,343 | —23,385 | —17,042
’ Revised.  » Preliminary.
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outflow through errors and omissions
in the first three quarters of 1971—
accounting for about half the increase
in the net liquidity deficit from the
same period in 1970—underscores the
imperfections in the reporting system.

T CHART 15

Eurodollar Rate and Changes in
Foreign Exchange Rates
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The official reserve transactions
balance deteriorated by almost $6.4
billion in the third quarter, to a deficit
of more than $12 billion. In addition to
the factors already cited as affecting
the other balances, the official balance
was affected by unfavorable movements
in both liquid private claims and lia-
bilities, particularly liabilities of U.S.
banks to their foreign branches.

The official reserve transactions ba-
lance is intended to indicate exchange
market pressures on the dollar, during
the reporting period, resulting from
international transactions of the United
States, assuming relatively fixed ex-
change rates. If exchange rates were
perfectly free to fluctuate with no
central bank intervention, all exchange
market pressures would be reflected in
exchange rate changes. In the wake of
the August 15 suspension of dollar con-
vertibility into gold for foreign official
agencies, most major industrial
countries allowed their currencies to
float—to varying degrees—in exchange
markets. The Canadian dollar had been
floating since May 1970 and the Ger-
man mark and Dutch guilder since
May 1971. The Japanese Government
maintained the parity of the yen until
August 28, when that currency also
was permitted to appreciate, within
limits set by the central bank. By the
end of September, the German mark
had appreciated about 10 percent from
its parity level with the dollar, the
Japanese yen about 8 percent, and the
United Kingdom pound sterling about
3 percent (see chart 15). The French
franc was floated for “financial”’ trans-
actions only, and by end-September had
appreciated about 4 percent but the
“commercial’”’ franc remained un-
changed.

Exchange market pressures were only
partially absorbed by exchange rate
changes since in a number of instances
the extent of these changes was limited
by central bank intervention through
purchases of dollars. The official balance
since August 15 has roughly measured
the impact of such intervention. A
number of countries also imposed ex-
change restrictions to discourage inflows
of funds and thus limit the appreciations
of their currencies or additions to their
official reserves.
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Major Developments in the
Third Quarter

The balance on goods and services
and on current account

The balance on goods and services,
which has shown persistent weakness in
recent years, is estimated to have been
very slightly in deficit in the third
quarter, following a very small surplus
in the second. (The second quarter
figure has been revised from the small
deficit previously reported.) The second
and third quarter figures were the worst
since 1959. The major factors affecting
the third quarter balance were a tem-
porary narrowing of the merchandise
trade deficit, associated with a Septem-
ber surge of exports in anticipation of
dock strikes on the East and Gulf coasts
on October 1, and a decline in U.S.
income from direct investment from
the unsually large inflow in the second
quarter. These two factors about offset
each other.

Exports increased $0.8 billion in the
third quarter and imports rose $0.3
billion, so that the trade deficit shrank
$0.5 billion. After adjustment is made for
the estimated effects of dock strikes—
including the west coast stoppage which
ran from July 1 to early October—it
appears that the trade balance did not
change significantly from that in the sec-
ond quarter. Sluggish business conditions
abroad continued to restrain exports,
and imports remained inflated relative
to overall U.S. demand, reflecting antic-
ipation of restrictions and of exchange
rate changes. The 10 percent surcharge
imposed on dutiable goods leaving
foreign ports after August 15 did not
visibly reduce imports in the third
quarter. (See Highlights and Per-
spectives: Merchandise trade.)

The improvement in trade was offset
by a $0.5 billion decline in net income
on investment. Income receipts related
to U.S. direct investment abroad re-
ceded to more normal levels after a
$0.4 billion bulge in the second quarter,
when a few companies paid very large
dividends; and income payments on
foreigners’ investments in the United
States rose moderately, largely because
of the increase in U.S. liquid liabilities
to foreigners. Transfers under military
agency sales contracts declined from the
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high first and second quarter figures,
partly because of reductions in ship-
ments to Israel and Iran. Transporta-
tion, travel, and other items included
in the balance on goods and services
were little changed. These various
developments, together with small in-
creases in net remittances and pension
payments and in U.S. Government
nonmilitary grants, left the balance
on current account virtually unchanged.

Balance on current account and
long-term capital

U.S. Government capital flows and
changes in U.S. Government nonliquid
liabilities to other than foreign official

SURVEY OF CURRENT BUSINESS

agencies showed a combined favorable
shift of $100 million in the third quarter.
A decline in transfers under most
Government lending programs was
partly offset by an adverse shift in
nonliquid liabilities. The latter reflected
the fact that there had been inflows in
the second quarter under the agreement
to offset military expenditures in Ger-
many but there were none in the third.

Recorded net long-term private capi-
tal outflows declined $150 million from
the peak of $1.8 billion reached in the
second quarter, but remained sub-
stantial. Transactions in U.S. and
foreign securities moved favorably,
partly offset by an adverse shift in
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foreign direct investment in the United
States.

The $2.2 billion net outflow of Gov-
ernment and long-term private capital
plus the $0.9 billion deficit on current
account equals the $3.1 billion deficit
on current account and long-term
capital, virtually unchanged from the
$3.2 billion deficit in the second quarter.

Data now available on U.S. direct
investment show that the net outflow
was a substantial $1.4 billion, about
the same as in the two preceding
quarters. (See table C and Highlights
and Perspectives: U.S. corporate
capital.) Foreign direct investment in
the United States shifted unfavorably
by $300 million. There was a very large

Table B1.—U.S. Merchandise Trade, by Principal End-Use Categories—Reconciled to Balance of Payments B asis

[Millions of dollars, seasonally adjusted)

1970 1971 January-September
1970 Change:
Line [Numbers in parentheses ( ) refer to line numbers in table 4] 1971
I II 111 v I 1I- 111» II-111 1970 19717 } Change:
1970-71
EXPORTS
1 | Total, adusted to balance of payments basis, including “military”” 1 (6)__| 42,990 | 10,438 | 10,861 | 10,911 | 10,780 | 11,328 | 11,075 | 11,769 694 | 32,210 | 34,172 1,962
2 | Less: Exports under U.S. military sales contracts indentified in Census
AOCUIMeNES (7) oo oo oo ol 1,010 197 279 215 319 208 355 288 —67 691 941 250
3 | Equals: Total, adjusted to bal of payments basis, luding ‘‘mili
tary” (8)_...___.__ 41,980 | 10,241 | 10,582 | 10,696 | 10,461 | 11,030 | 10,720 | 11,481 761 | 31,519 | 33,231 1,712
4 Agricultural good , 343 1,743 1,772 1,886 | 1,942 | 2,125 1,922 [ 2,109 187 5,401 6, 156 765
5 Nonagricultural. - 34,637 | 8,498 | 8,810 | 8810 | 8519 | 8905 | 8798 | 9,372 574 26 118 | 27,075 957
6 | Foods, feeds, and beverages (19) . .__._ 5,839 1,328 1,420 1, 551 1, 534 1, 563 1, 495 1, 624 120 1 4,299 | 4,682 383
7 | Industrial supplies and materials (23) 13,783 | 3,463 | 3,519 | 3,385 | 3,438 | 3,367 | 3,245, 3,508 263 | 10,367 | 10, 120 —247
8 Agricultural ._____________________ 1, 522 396 383 327 416 548 452 476 24| 1,106 [ 1,476 370
9 Nonagricultural . - _________________________ 12, 261 3,067 | 3,136 | 3,058 | 3,022 | 2,819 | 2,793 | 3,032 239 | 9,261 | 8,644 —617
10 | Capital goods, except ‘automotive (34) _________________ 14,371 | 3,449 | 3,583 | 3,678 | 3,689 | 3,803 | 3,716 | 3,011 195 | 10,710 | 11,520 810
11 Machinery, except consumer-type (35) .. _____________.__.._____.__. 11,570 | 2,759 | 2,793 | 3,046 | 3,003 | 2,999 | 2,797 | 3,062 265 | 8,598 | 8,858 260
12 Civilian aircraft, complete—all types (44a)_____________._.__________ , 528 390 483 285 345 507 533 377 —156 | 1,158 | 1,417 259
13 | Automotive vehicles, parts, and engines (46) - - - _ .. .. ____ ... .. ... 3, 652 920 | 1,005 991 75 | 1,114 [ 1,113} 1,231 118 | 2,916 | 3,458 542
14 0 Canada (47) . o e 2,474 613 724 682 473 791 825 889 64 2,019 2, 505 486
15 To all other areas (48) - - _ _ _ ______ . ... 1,178 307 281 309 283 323 288 342 54 897 953 56
16 | Consumer goods (nonfood), except automotive (52) . .____.._______...___. , 717 676 673 681 692 682 690 816 126 | 2,030 | 2,188 158
17 | Al other, including balance of payments adjustments not included above_| 1,624 405 382 410 352 411 461 391 —70}{ 1,197 1 263 66
IMPORTS
18 | Total, adjusted to balance of payments basis, including “military” 1 (13)..] 40,049 | 9,773 | 9,881 | 10,031 | 10,364 | 10,808 | 11,796 | 12,051 255 | 29,685 | 34,655 4,970
19 | Less: Imports of U.S. military agencies identified in Census documents
[ L S 179 45 50 39 45 47 36 33 -3 134 116 —-18
20 Equals' Total, adjusted to balance of payments basis, excluding “mili-
.............................................................. 39,870 | 9,728 | 9,831 | 9,992 | 10,319 | 10,761 | 11,760 | 12,018 258 | 29,551 | 34,539 4,988
21 | Foods, feeds, and beverages (61) . .. .. .. ..., 6,154 1, 553 1, 563 1,487 1,850 [ 1,551 1,687 1,873 186 | 4,603 5111 508
22 | Industrial supplies and materials (66)..._.._._.________ .. _____________. 15,106 | 3,681 | 3,650 | 3,770 | 3,986 | 3,805 4,410 | 4,497 87 | 11,110 | 12,802 1,692
23 | Capital goods, except automotive (80) ... ... .. .o ... ....._. , 783 916 949 943 977 990 | 1,059 | 1,049 -10 2 808 , 098 290
24 Machinery, except consumer-type (81) .. ______ ... 3, 592 874 897 901 922 932 993 985 -8 2 672 | 2,910 238
25 Civilian aireraft, engines, parts (89)_ ... .. ... 191 42 52 42 55 58 66 64 -2 136 188 52
26 | Automotive vehlcles parts, and engines—adjusted. . . . 5610 | 1,314 [ 1,414 | 1,470 | 1,424 | 1,744 | 1,844 2,112 268 | 4,198 [ 5,700 1, 502
27 From Canada (ad]usted to transactions value) (92) 3, 241 791 847 857 751 999 | 1,017 | 1,157 140 | 2,495 | 3,173 678
28 From all other areas (93) . ... ___....___.______ 2, 369 523 567 613 673 745 827 955 128 1,703 | 2,527 824
29 | Consumer goods (nonfood), except automotive (97)_ 7,553 1,830 [ 1,851 1,807 | 1,962 | 2,092 | 2253 1, 955 —298 | 5,578 | 6,300 722
30 | All other, including balance of payments adjustments 1, 434 395 425 420 489 507 532 25| 1,253 | 1,528 275
BALANCE
31 | Balance on merchandise trade adjusted to balance of payments basis
including ‘‘military” (export surplus +) (16)___.____._____. .. _.______ 2,941 665 980 830 416 520 | -721 | -—282 439 | 2,525 | —483 —3,008
32 | Balance on merchandise trade, adjusted to balance of payments basis.
excluding “‘military”’ (export surplus +) (17)_____._____ . ___..__._. 2,110 513 751 704 142 269 |—1,040 | —537 503 | 1,968 |—1,308 -3,276
r Revised. ? Preliminary. the United States directly by U.S. military agencies (and by the Atomic Energy Commission

1. Includes goods physically exported from the United States under U.S. military agency
sales contracts and recorded in Census trade statistics; includes goods physically imported into

and the Coast Guard) and recorded in Census trade statistics.
NoTE.—Seasonally adjusted quarterly details may not add to unadjusted annual totals.
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flow of funds to Japan in prepayment
for imports to the United States by
Japanese trading company branches
here, and smaller flows to Western
Europe. One large direct investment by
the United Kingdom, involving the
purchase of an existing U.S. plant,
served as a partial offset.

Net transactions in foreign securities
showed a favorable swing of $165 mil-
lion, of which $120 million was in
transactions in foreign stocks and $45
million in bonds (see table 6). Small net
U.S. sales of foreign stocks, following
substantial purchases in the preceding
quarter, largely reflected the weak per-

SURVEY OF CURRENT BUSINESS

formance of Japanese and European
markets after August 15. U.S. purchases
of a new World Bank issue only partly
offset a drop in U.S. purchases of new
Canadian and other debt issues.

Net foreign purchases of U.S. secu-
rities increased $370 million. Purchases
of stocks rose $235 million, all in the
last 2 months of the quarter. Foreign
purchases of new Eurobond issues of
U.S. corporations dropped $80 million,
but there was a $215 million favorable
shift in purchases of other U.S. bonds,
particularly purchases of relatively
high-yielding U.S. agency issues by
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institutions which normally buy U.S.
Treasury issues.

Other transactions in U.S. private
long-term claims and liabilities resulted
in a net adverse shift of $75 million,
mainly reflecting an increase in bank-
reported long-term lending and a drop
in U.S. corporate long-term borrowing
abroad (other than new Eurobond
issues).

Net liquidity balance

The net liquidity deficit increased
$3.5 billion to $9.3 billion. This shift
reflected all the developments reviewed
above, which together resulted in a $0.1

Table B2.—U.S. Merchandise Exports and Imports, by Major World Areas!—Balance of Payments Basis, Excluding “Military®

[Millions of doll-rs, seasonally adjusted]

1970 1971 January-September
. Change
Line 1970 1971
I II 111 v I IIr III» II-111 1970 1971 | Change:
1970-71
EXPORTS
1 | Total, all countries (line 2, tables 2,3,9)________.____________.__._________ 41,980 | 10,241 | 10,582 | 10,696 | 10,461 | 11,030 | 10,720 | 11,481 761 | 31,519 | 33,231 1,712
2 | Developed countries, total______________._________ . ... __.. 29,447 | 7,215 | 7,482 | 7,556 | 7,194 | 7,689 | 7,417 | 7,869 452 | 22,253 | 22,975 722
3 Westerp .Europe ..................................................... 14,174 | 3,477 | 3,607 | 3,564 | 3,525 | 3,710 ( 3,371 | 3,689 318 | 10,648 | 10,770 122
4 United Kingdom. ... ... ___ ... 2, 518 607 662 616 630 722 545 590 45 | 1,885 | 1,857 —28
5 Other Western Europe (inel. EEC) ________ - 7777777 ,656 | 2,870 | 2,945 | 2,048 | 2,805 | 2,988 | 2,826 | 3,099 273 | 8,763 | 8,913 150
6 Canada._..___________oL . 0,044 | 2,276 | 2,333 | 2,344 | 2,004 | 2,465 | 2,637 | 2,737 100 | 6,953 | 7,839 886
7 JaDAI . - oLl ,648 | 1,005 | 1,153 | 1,219 | 1,182 | 1,079 | 1,030 971 —59 | 3,467 | 3,080 —387
8 Australia, New Zealand, and South Africa..______________________._. s 367 389 429 393 435 379 472 93 | 1,185 | 1,286 101
9 | Developing countries, total____________________________.____..___.._______ 12,533 | 3,026 | 38,100 ; 3,140 | 3,267 | 3,341 | 3,308 | 3,612 309 | 9,266 | 10,256 990
10 Latin American Republics and other Western Hemisphere. . _._._... 6,494 | 1,570 | 1,601 | 1,624 | 1,697 | 1,670 | 1,610 | 1,829 219 | 4,795 | 5,109 314
11 Eastern Earope. - ... 368 82 93 97 97 102 96 103 7 272 301 29
12 Other countries in Asia and Africa__ ... . ... . . ..... 5671 | 1,374 | 1,406 | 1,419 | 1,473 | 1,569 | 1,597 | 1,680 83 | 4,199 | 4,846 647
IMPORTS
13 | Total, all countries (line 16, tables 2,3, 9)......_.__.__._.___._.__.._..___ 39,870 | 9,728 | 9,831 | 9,992 | 10,319 | 10,761 | 11,760 | 12,018 258 | 29,551 | 34,539 4,988
14 | Developed countries, total - ... ... _______________..........._.._._____. 29,014 | 7,084 | 7,125 | 7,270 | 7,528 | 8,053 | 8,658 | 8,690 32 | 21,479 | 25,401 3,922
15 Western Europe_ - _.....__ 11,275 | 2,723 | 2,790 | 2,786 | 2,978 | 3,101 | 3,360 | 3,621 261 | 8,299 | 10,082 1,783
16 United Kingdom._.____ 2,216 578 544 520 576 592 670 7 32 1,642 1, 964 322
17 Other Western Europe (incl. EEC 9, 059 2, 145 2, 246 2,266 2,402 2, 509 2, 690 2,919 229 6, 657 8,118 1,461
18 Canada_._....._ ..o _._........ 10,720 | 2,680 | 2,673 | 2,687 | 2,679 | 2,977 | 3,118 | 3,206 88 | 8,040 [ 9,301 1,261
19 JADAN - o e 5804 | 1,381 | 1,408 | 1,517 | 1,577 | 1,737 | 1,882 | 1,549 —333 | 4,306 | 5,168 862
20 Australia, New Zealand, and South Africa_ ______.______________..___ 1,125 300 254 280 204 238 298 314 16 834 850 16
21 | Developing countries, total___________.__..___ . __________.______.___.._. 10,856 | 2,644 | 2,706 | 2,722 | 2,791 | 2,708 | 3,102 | 3,328 226 | 8,072 | 9,138 1,066
22 Latin American Republics and other Western Hemisphere. _ Sl 5,913 | 1,452 | 1, 517 1,471 1,478 1, 447 1, 595 1,701 106 + 4,440 | 4,743 303
23 Eastern BEurope. _ ..., - 218 55 51 62 57 65 61 —4 157 1 26
24 Other countries in Asia and Africa.. ... ... ... 4,725 | 1,137 | 1, 138 1,200 | 1,251 | 1,204 | 1,442 | 1 566 124 | 3,475 | 4,212 737
BALANCE
25 | Total, all countries_ ... _____ ... 2,110 513 751 704 142 269 (—1,040 | —537 503 | 1,968 (—1,308 —3,276
26 | Developed countries, total______________ ... 433 131 357 286 | —334 | 364 (—1,241 | —821 420 774 |—2,426 —3,200
27 Western Burope. oo e 754 817 778 547 609 1 68 57 | 2,349 688 —1,661
28 United Kingdom.____..__._....._... 29 118 96 54 130 | —125 | —112 13 243 | —107 —350
29 Other Western Europe (incl. EEC) 725 699 682 493 479 136 180 44 | 2,106 795 -1,311
30 Canada____ . . ... —404 —340 —343 —585 —512 —481 —469 12 1—1,087 |—1,462 —375
31 Japan. ... —286 | —255 | ~208 | —395| 658 | —852 | —578 274 | —839 |—2,088 —1,249
32 Australia, New Zealand, and South Africa. 67 135 149 99 197 81 158 77 351 436 85
33 | Developing countries, total ... _________ .. ... 382 394 418 476 633 201 284 83| 1,194 | 1,118 —76
34 Latin American Republics and other Western Hemisphere___.______ 581 118 84 153 219 223 15 128 113 355 366 11
35 Eastern Europe. - . oo 150 27 42 46 35 45 31 42 1 115 118 3
36 Other countries in Asia and Africa 946 237 268 219 222 365 155 114 —41 724 634 —90
* Revised, ? Preliminary. from corresponding unadjusted quarterly data in table 9, lines 2 and 16.

1. Annual country and area data shown in this table correspond to the annual data in

table 9, lines 2, and 16; seasonally adjusted quarterly data shown in this table are computed

NoTE.—Seasonally adjusted

quarterly details may not add to unadjusted annual totals.
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billion improvement in the balance on
current account and long-term capital,
plus a $2.9 billion adverse shift in errors
and omissions and an $0.8 billion in-
crease in nonliquid short-term private
capital outflows. The quarter’s unpre-
cedented $5.2 billion of unrecorded out-
flows reflected the intense foreign ex-
change market speculation. The volume
of unrecorded flows probably moderated
after August 15 and perhaps was further
reduced after Japan allowed the yen to
float. The large adverse shift in
nonliquid short-term private capital
flows reflected a substantial rise in
bank claims on Japan, mainly loans and
acceptances. Outflows were exception-
ally large in August, but there was a
partial reversal in September.

Official reserve transactions balance

The official reserve transactions defi-
cit more than doubled, from $5.7 billion
in the second quarter to $12.1 billion in
the third. The official balance was ad-
versely affected by all the previously
mentioned developments and also by a
$2.9 billion increase in net outfiows of
liquid private capital. Liquid claims
reported by U.S. banks and corpora-
tions shifted unfavorably by $0.6 billion
and liquid liabilities to foreign com-
mercial banks—mainly those of U.S.
banks to their foreign branches—
showed a heavy adverse swing of almost
$2 billion. Some $2 billion of special
Treasury securities sold earlier in the
vear to foreign branches, and held in
custody account by their U.S. parents,
matured after August 15 and were not
renewed. Other bank-reported trans-
actions in liquid liabilities showed out-
flows in the first 2 months of the quarter
offset by substantial reflows in
September.

Massive accumulations of dollars by
foreign central banks mirrored the
record payments deficit in the third
quarter. Although gains tapered off
markedly in September, there was an
unprecedented jump of about $11 bil-
lion in U.S. liabilities to foreign official
reserve agencies (see chart 14). The
increase in Japan’s reserves accounted
for over half the total, with lesser but

SURVEY OF CURRENT BUSINESS

still substantial reserve gains registered
by Switzerland, France, the United
Kingdom, and Italy.

U.S. official reserve assets dropped
$1,194 million. Virtually all the loss
occurred before August 15. U.S. gold
sales amounted to $300 million, and
our IMF gold tranche position was re-
duced $851 million, largely through a
drawing in foreign currencies, much of
which was sold to the United Kingdom
and France to enable them to repay
their IMF indebtedness. Other U.S.
reserve assets dropped $43 million.

Highlights and Perspectives

The balance of payments, January-
September 1971

The balance of payments figures for
the first 9 months of 1971 show a sharp
deterioration from the comparable
period for 1970, as the long-term under-
lying pressures from the overvaluation
of the dollar were sharply accentuated
by more transitory cyclical factors and
very substantial speculation, particu-
larly in the second and third quarters.
The merchandise trade balance deteri-
orated by $3.3 billion, the balance on
goods and services by $1.7 billion, the
current account balance by $1.9 billion,
the balance on current account and
long-term capital by $5.4 billion, the
net liquidity balance by $14.8 billion,
and the official reserve transactions
balance by more than $17 billion.

The surplus on goods and services fell
from $2.9 billion in the 1970 period to
only $1.2 billion in January-September
1971. The weakness was principally in
the merchandise trade balance, which
shifted to a $1.3 billion deficit from a
$2.0 biilion surplus. Imports rose
sharply, as the U.S. economy’s recovery
from the 1970 slowdown augmented the
strong longer term growth trend. Antic-
ipations of domestic strikes, of ex-
change rate changes, and of import
restrictions also contributed to the rise.
Exports increased at a much slower
pace, reflecting sluggish foreign eco-
nomic activity. Partly offsetting the
swing in trade, net receipts on invest-
ment income improved $1 billion, with
about half the increase reflecting higher
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returns on U.S. direct investment
abroad, especially in petroleum. Lower
interest rates paid on U.S. liabilities to
foreigners also helped improve the net
figure. An improvement of $0.6 billion
in the military transactions account
reflected sharply expanded transfers
under U.S. military agency sales con-
tracts; most of the increase was financed
by government credits.

The balance on current account
moved from a surplus of $0.6 billion
to a deficit of $1.3 billion. That shift
reflected all the developments cited
above plus an adverse shift of about
$0.2 billion in U.S. Government grants.

The balance on current account and
long-term capital deteriorated from a
deficit of $2.2 billion in January-
September 1970 to a deficit of $7.6 bil-
lion in 1971. In addition to the develop-
ments that affected the current account,
this balance was influenced by adverse
shifts of $0.5 billion in U.S. Govern-
ment capital and $3.0 billion in private
long-term capital flows. Part of the
latter figure reflected planned large
increases in plant and equipment ex-
penditures abroad by U.S. corporations,
but much of the deterioration, particu-
larly the shifts in foreign direct invest-
ment in the United States and in
long-term bank-reported flows, was
probably associated with unsettled
foreign exchange market conditions.

Flows of U.S. short-term nonliquid
corporate and banking capital and un-
recorded flows (errors and omissions)
were also heavily influenced by the
exchange market turmoil. Bank and
nonbank flows deteriorated $1.6 billion
from 1970 to 1971. More importantly,
unrecorded flows shifted adversely by
$7.7 billion, to a huge $8.5 billion out-
flow, vastly larger than the $1 billion
considered normal for the annual out-
flow through transactions outside the
reporting system. These changes, to-
gether with those previously mentioned,
resulted in the shift of the net liquidity
deficit from $2.8 billion in the 1970
period to $17.6 billion this year.

The official reserve transactions deficit
was $6.3 billion for the first 9 months
of 1970 and $23.4 billion this year. The
adverse shift of $17 billion reflected,
in addition to the developments affect-
ing the net liquidity balance, a $2.3
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billion unfavorable swing in liquid
claims and liabilities; a large part of
that swing reflected a reduction in U.S,
banks’ liabilities to their foreign
branches.

Merchandise trade

The merchandise trade deficit nar-
rowed in the third quarter to $535 mil-
lion, seasonally adjusted. This was a
substantial improvement over the
$1,040 million deficit in the second
quarter, but compared unfavorably with
the first quarter’s modest surplus of
$270 million. Third quarter exports rose
%760 million, to $11,480 million, and
imports rose $260 million, to $12,020
million. (All figures are on the usual
balance of payments basis and exclude
“military’’ trade.) The improvement in
the third quarter balance was wholly in
September, which saw a trade surplus
after five consecutive monthly deficits.
(In October, the balance shifted back
into deficit.) Both exports and imports
rose sharply in September, in anticipa-
tion of the east and gulf coast dock
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strikes, but the surge in exports was
considerably stronger.

Trade patterns in recent months have
been distorted not only by actual or
threatened work stoppages at virtually
all U.S. coastal ports and in the rail,
steel, and coal industries, but also by
the unsettled international monetary
situation. Anticipation of a realignment
of exchange rates, which would make
imports more costly to U.S. buyers in
dollars, may have spurred import pur-
chases. The acceleration of imports
earlier in the quarter may also have
reflected fears of the possible imposition
of import quotas or other restrictions.

However, the west coast dock strike
probably worked to moderate imports
in the third quarter. The strike was in
effect throughout the quarter and
probably hurt imports more than ex-
ports because a much larger proportion
of total water-borne imports than of
exports normally moves through Pacific
ports. Imposition of the 10 percent
surcharge on dutiable goods shipped
from foreign ports after August 15
appears to have exerted only a minor
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restraint on September imports. The
relatively small amount of surcharge
collections in that month indicates that
a considerable volume of dutiable
imports recorded in September statis-
tics was exempt from the surcharge—
presumably goods in transit prior to
August 16.

These various distortions of third
quarter trade patterns preclude any
meaningful analysis on a commodity
basis. Most nonagricultural exports
shared in the third quarter export rise.
Industrial supplies (especially chemi-
cals), machinery, automobiles, and
consumer goods all rose substantially;
aircraft exports dropped. Agricultural
exports recovered from the previous
quarter’s slump, mainly because of a
sharp rise in soybean shipments.

Import gains in the third quarter
were concentrated in automotive goods
from both Canada and overseas, pet-
roleum, and foodstuffs—mainly cof-
fee and whiskey. Capital goods imports
were virtually unchanged from the
preceding quarter. Steel imports de-
clined only moderately, especially as

Table C.—Net Change in U.S. Corporate Foreign Assets and Liabilities !

[Millions of dollars, seasonally adjusted]

1970 1971 Changes: January-September
Line | Credits (4); debits (=) (lines in table 2 in which transactions 1970 1971
are included are indicated in ()) II-III
I 11 111 v I 1Ir III» 1970 1971» | Change:
1970-71

1 Direct investment (39). .. ... . ... ... —4,445 | —1,358 | —1,257 —897 ~934 | ~1,870 | —1,393 | —1,399 —6 | —3,512 | —4,162 —650
2 of which: Short-term intercompany accounts with incor-

porated affiliates, n.s.a____ .. ______ . .. ________ —690 —751 —232 —232 525 —505 —~703 N.A. N.A. | —1,215 N.A. N.A.

3 : Branch accounts, n.s.a. —949 -195 —666 —113 25 —188 —639 N.A. N.A. —974 N.A. N.A.

4 Other long-term claims (44) ... oo 5—291 5—95 -13 -129 —54 —32 -9 19 28 —237 —22 215
5 New issues of securities sold abroad by U.S. corporations

2 e 822 163 267 193 199 317 263 181 —82 623 761 138

6 Other long-term Mabilites (50) .- ... __.._.__..__. 1,153 159 358 312 324 222 51 0 —51 829 213 —556
7 | Sum of capital flows above current account and long-term capital

[ 2 —2,761 | —1,181 | —646 | —681 —465 | —863 | —1,088 | —1,199 ~111 | —8,297 | ~8,150 —868

8 Short-term claims, nonliquid (45%) 3. —359 —174 -61 -29 —95 —90 —152 —227 -75 —264 —469 —205

9 Short-term liabilities (511) 3 915 229 185 167 334 —348 6 159 153 581 —183 —764

10 | Sum of capital flows above net liguidity balance. . _.._..___._.__. —2,205 | —1,076 —581 —383 —226 | —1,801 | —1,2384 | —1,267 -33 | —1,980 | —3,802 ~1,822

1n Short-term claims, liquid (46) .. ... ..o ... 361 122 -33 36 236 —225 55 —115 —170 125 —285 —410

12 | Sum of capital flows above the official reserve transactions balance_ | —1,844 —954 —654 —3847 10| —1,62 | —1,179 | —1,382 ~203 | —1,855 | —4,087 ~2, 232
13 | Uses of funds obtained through new issues of securities sold abroad

by U.S. corporations. .. ... .. e 822 168 267 193 199 817 263 181 —82 623 761 138

14 Additions to and refinancing of, direct investment (39)t._.._._ —378 —99 —~64 —68 —147 -9 —124 -39 85 —231 —2563 —-22
15 Short-term claims reported by U.S. residents other than banks

—109 —84 =77 —43 =70 —220 —-160

16
—100 —385 —35 0 0 =170 —170
17 ~18 =70 —30 40 —382 —118 204
r Revised. » Preliminary. n.s.a. Not seasonally adjusted. fPortion of line. 3. Excludes brokerage transactions.

n.a. Not available.

1. Excludes claims and liabilities of U.S. banking and brokerage institutions but includes

other private transactions,

2. Excludes funds obtained abroad by U.S. corporations through bank loans and other
credits and also excludes securities issued by subsidiaries incorporated abroad. However,
securities issued by finance subsidiaries incorporated in the Netherlands Antilles are treated

4. A () reflects a decline in foreign deposits and money market paper held in the United

States.

5. Excludes an increase in U.8. corporate long-term claims of $286 million that was associ-

as if they had been jssued by U.S. corporations to the extent that the proceeds of such issues

are transferred to U.S. parent companies.

ated with increased foreign direct investment in the United States.
NotE.—Detail may not add to totals due to rounding.
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compared with the severe downturn in
domestic steel shipments. There was a
sharp drop in imports of nonfood con-
sumer goods (other than autos), which
were probably most responsive to the
restraining factors mentioned earlier.

For the full 9-month period in 1971,
exports advanced by $1.7 billion, or 5
percent, over the same period in 1970,
while imports soared by $5.0 billion,
or nearly 17 percent. Almost nine-
tenths of the $3.3 billion deterioration
in the trade balance (see table B2) was
in trade with Western Europe ($1.7
billion) and Japan ($1.2 billion). De-
spite the various special factors affect-
ing trade this year, the laggard pace of
U.S. exports in 1971 can be associated
in large part with the slowdown in
economic growth and increase in idle
capacity in other major industrialized
nations. At the same time, a pickup in
domestic economic activity has had a
stimulating effect on imports. However,
imports rose more rapidly than past
patterns would have indicated, result-

ing in a record high ratio of imports to
GNP.

U.S. corporate capital

Recorded net outflows of U.S. cor-
porate capital—including direct invest-
ment and changes in other corporate
claims and liabilities—remained high
in the third quarter. The total was al-
most $1.4 billion, an adverse shift of
$205 million (see table C). In view
of nervous foreign exchange markets,
the corporate capital accounts seem to
have been comparatively stable. How-
ever, there may have been substantial
outflows in the first 2 months of
the quarter which were reversed in
September. Transfers outside normal
reporting channels may also have
occurred, contributing to the large
outflows in errors and omissions.

Corporate long-term capital outflows
were $1.2 billion, a negative shift of
$110 million from the second quarter.

SURVEY OF CURRENT BUSINESS

Direct investment outflows continued
at the high $1.4 billion level of the
first two quarters of 1971. These
unusually large direct investment out-
flows were partly related to continued
expansion of fixed assets abroad. More-
over, foreign affiliates of U.S. corpora-
tions may have hedged against dollar
depreciation by drawing funds from
U.S. parent companies to reduce foreign
currency commitments. Flows as-
sociated with changes in other long-
term claims showed no significant shift
in the third quarter.

Long-term borrowing (including new
issues of securities sold abroad by U.S.
corporations) was $135 million lower.
New issues totaled $180 million, the
lowest quarterly total since the first
quarter of 1970. The small figure
probably reflected the nervousness of
the exchange markets. The third quar-
ter negative shift in total long-term
borrowing was more than offset by a
favorable swing of $155 million in
short-term borrowing. There was a $75
million deterioration in short-term non-
liquid claims.

The largest third quarter swing in
corporate capital was in short-term
liquid claims, which shifted unfavorably
by $170 million, from a $55 million
decrease in the second quarter to a
$115 million increase in the third.

Direct investment capital outflows
in the first 9 months of this year were
almost $4.2 billion, $650 million higher
than in the same period of 1970. Total
long- and short-term corporate borrow-
ing of $850 million in 1971 was sharply
lower than the $2 billion figure in 1970,
an unfavorable payments shift of al-
most $1.2 billion. New issues in the
first three quarters of 1971 exceeded
those for the same period in 1970 but
other long-term borrowing declined by
more than $500 million. U.S. corpora-
tions also made net short-term repay-
ments of $185 million, in contrast to
net short-term borrowings of $580 mil-
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lion during the same period in 1970
The overall reduction in borrowing
probably reflected the improved liquid-
ity positions of U.S. parent firms.

( Continued from page 31)

capital outlays by State and local
governments and on investment in
housing.

A study by the Board of Governors
of the Federal Reserve System con-
cluded that the impact of restrictive
credit conditions led to a gross reduction
in planned capital outlays by State
and local governments of $2.85 billion
for the fiscal year 1970.1 A combination
of interest rate declines and revisions
in interest rate ceilings later in fiscal
1970 evidently permitted $1.25 billion
of these capital projects to be rein-
stated but an estimated $1.60 billion
remained suspended at the end of the
fiscal year. This amount is equal to
5.6 percent of total capital expenditures
by State and local governments in
the 1969 fiscal year.

Direct estimates of the impact of
1969-70 monetary stringency on resi-
dential construction are not available
but the data on activity are quite
suggestive of 1its depressing effect.
Outlays for nonfarm residential con-
struction declined sharply during the
latter half of 1969 and activity con-
tinued to weaken into 1970. Outlays
declined from a peak seasonally ad-
justed annual rate of $33.0 billion in
April and May 1969 to a rate of $29.3
billion in December and only $27.0
billion in July 1970. Residential con-
struction outlays turned upward in
August 1970, following the reversal
of restrictive monetary policy, and
have advanced sharply since then.

12, John E. Petersen, ‘“Response of State and Local
Governments to Varying Credit Conditions,” Federal
Reserve Bulletin, March 1971, pp. 209-232.
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Table 1.—U.S. Balance of Payments Summary

[Seasonally adjusted, millions of dollars)

41

1970 1971 January-September
. Reference Change:
Line (Credits +; debits —) lines 1970 1971
(table 2) I II IIE v Ir IIr II1 » II-TII 1970 1971 | Change
1970-71.
1 Merchandise trade balance ! 2, 110 513 751 704/ 142] 269| —1, 040 —537 503 1,968 —1,308] —3,276
2 Exports._ .. ___________ 41,980| 10,241} 10,582 10,696/ 10,461 11,030 10,720| 11,481 761 31,519| 33,231 1,712
3 Imports. ... 16 —39,870| -9, 728 —9,831| —9,992(—10,319(—10, 761} —11, 760 12,018 —258| —29, 551} —34, 539| —4, 988
4 Military transactions, net_._____ . _____________________.._ 3,17_.... —3,371| —908) —808 —884 —770| —667] —669| —715 —46| —2, 600 —2, 051 549
5 Travel and transportation, met.__.____________________________ . 5,6, —1,979] —448 —500 553 —478| —d427) —610] —601 9/ —1,501 —1,638 —137
18. 19,
2.
6 Investment income, net 2. _____________ ... ____________. 1,577 1,469 1,571 1,626 1,783 2,169 1,670 —499| 4,617 5,622 1, 005
7 U.S. direct investments abroad. . 2,039 1,905 1,973 1,988 2,033] 2,409 2,053 ~356] 5,017 6, 495 578
8 Other U.S. investments abroad ._._____________ 886 886 882 851 864 832, 845 13|  2,654] 2,541 —113
9 Foreign investments in the United States —1,348( —1,322{ —1,284| —1,213| —1,114| —1,072] —1,228 —156] —3,954| —3,414 540
10 Other services, met_ ... ______ . . ... _________.. 147 133 157 150 212 176 177 1 437 565 128
11 | Balance ongoodsandservices3_____._ .. _____ . ____________ 881| 1,045 995, 670 1,170 2 —6 —32, 2,921 1,190 -—1,731
12 Remittances, pensions and other transfers._._.._______________ —338| —362| —359| —351] —342| 355 —388 —-33| —1,059 —1,085 —26
13 | Balance on goods, services and remittances. .. _ .. _____.._..___ 543 683 636 319, 828 —329] —3M4 —65 1,862 105] —1,757
14 U.8. Government grants (excluding military)_..._____________ 30 —1,730 —418] —301| —444| —485 —428| —483; —527 —44| —1,253| —1,438 —185
15 | Balance on current account ¢ 192 —166 400 —812| 921 —109] 609| —1,333 —1,942
16 U.S8. Gtoven}nslent capital flows excluding nonscheduled repay- —396| —450; —602) —679] —428 251 | —1,387 =1,709 —322
ments, net.
17 Nonscheduled repayments of U.8. Government assets. __ . ____ 2 40 4 102 72 -30 204/ 178 —26
18 U.8. Government nonliquid liabilities to other than foreign 82 —263 —82 —53] —176 —-123| —172; 311 —~139
official reserve agencies.
19 Long-term private capital flows, net_ __.._____________________ —220 7| —1,003| —1,795| —1,648 147| —1,461 —4,446| —2,985
20 U.8. direct investments abroad _ _._____________ . —897| —934{ —1,370| —1,393; —1,399| —6| —3,512{ —4,162 -—650
21 Foreign direct investments in the United States__ - 218 160 92 —16( 319 —303| 809] 243 —1,052
22 Foreign securities._ ... ___._.__________ . ... ___ R —488| —337| —353| —388 —224 164 —605| —965 -
23 U.8. securities other than Treasury issues.......__ - 720 792 559/ 196 564 3681 1,398 1,319 —79
24 Other, reported by U.S. banks__....___._._.__ _ 44 56 —121 —236;, —289 —-53 143| —646) —789
25 Other, reported by U.S. nonbanking concerns.._.._.______.. 183 270 190 42 19 —23| 306 251 —55
26 | Balance on current account and long-term capitall_______________ —570| —340 —832| —1,283| -3,237| —3,101 136| —2,207| —7,621 —5,414
27 Nonliguid short-term private capital flows, net______________. —140 —115, —175 —384| —394| —1,167 -773| —370( ~1,945 —1,575
28 Claims reported by U.S.banks ... _________ —268 —189| —396 =73 171 —991 —820] —619| —1,235 —616
29 Claims reported by U.S. nonbanking concerns____ —23] - —171 125 —138 —248 —110] —189] —511 =322
30 Liabilities reported by U.S. nonbanking concerns._________. 151 124 392 —186 —~85 72 157 438, —199 —637
31 Allocations of special drawing rights (SDR)Y 4. _ ... _..._... 217 217 216 180 179 179 0 651 538 ~-113
32 Errors and omissions, met_ ... _______ . ... ___________. [7 —1, 104 —59 —375| —437| —233! -~1,017| —2,330| —5,204| -2,874] —871| —8,551] —7,680
33 | Net liquidity balance. _.....______ ... __________________._._..{._________ —3,821f —1,254 —868 —675( —1,024 -2,504{ —5,782( —9,293| —3,511| —2,797|—17,579] —14,782
34 Liquid private capital flows, net__..__..__.__._._.__ ...\ ... —6,000] —1,610] —536| —1,400, —2,454| —3,029 51 —2 828, 2,879 —3, 546, —b5,806| —2,260
35 Liquid claims._.._. e e e e 242 262 —160 —17 157 —315 90 —520 —610| 85 —746 —830
36 Reported by U.S. banks_______. - —119| 140 -127 —53 —79 ~90 35| —405 —440 —40| —460 -420
37 Reported by U.S. nonbanking concerns_ 361 122 —33 36 236, =225 55 —115 —170| 125 —285 —410
38 Liquid liabilities_.__..__._._.__________ —6,242( —1,872 —376| —1,383 —2,611! —2,714 —39;, —2,308, -—2,269, —3,631 —5,061 —1,430
39 To foreign commereial banks__....___ —6, 507| —1, 863, —~441{ -~1,315 —2,888 —3, —92! —2,092] —2,000, -3,619, —5,249 -1, 630
40 To international and regional organizations.. 179] 142 —-124 82 79 279 198 155 —43 100] 632 532
41 To other foreigners ... il —151 189 --150 198 72| ~145 -—3711 —226| —112[ —444 —-332
42 | Official reserve transactionsbalance_.._.__..___ ... ___________\_.___..__ -9,821| —2,864 ~1,404| —2,075 —3,478) —5,533| —5,731/—12,121] —6,390| —6,343 —23,385) —17,042
Financed by changes in:
43 Nonliquid liabilities to foreign official reserve agencies | 54....... 536 —266 736 —12 7 —8| -8 -9 -1 457 —-25 —~482
reported by U.S, Government.
44 N %nlsiqgi(liﬂiiabilities to foreign official agencies reported by | 83..._... —810| —154 —235 —233 —188| —202| —-160] -173 —13 —622] —~535 87
.S. banks.
45 Liquid liabilities to foreign official agencies- .. ... ....__.____ 57 ... 7,619 3,020 99| 1,736 2,765 5,061 5240 11,109 5,869 4,855 21,410, 16,555
46 U.8. official reserve assets, net 2, 477 264/ 805 584 824 682 659 1,194 535 1,653 2,535 882
47 Gol 787 —44 14 395 422 109 456, 300 —156 365 865 500
48 SDR..coone oo —861| —270, —254| —251 —76 ~55) 17 —29 —46| =775 —67 708
49 Convertible currencies. 2, 152 831 818 34 469 373 —66 72| 138, 1,683 379 —1,304
50 Gold tranche position in IMF 389 —253 227 406) 9 255 252 851 599 380 1,358 978
Memoranda:
51 ’I‘léat;sfers uﬁd)er military gr-nt programs (excluded from lines |______.__. 613 137 191 116 169 191 162 256 94 44 609 165
an .
52 Rei’m"ested earnings of foreign incorporated affiliates of U.S. |_._______. 2, 885 n.a. n.a. n.a. n.a. n.a. n.a. n.a. na. n.a. n.a. na
firms (excluded from lines 7 and 20).
53 Reinvested earnings of U.S. incorporated affiliates of foreign |.....__... 434 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. na. n.a. n.a.
firms (excluded from lines 9 and 21).
54 | Liquidity Balance, excluding allocationsof SDR_._____...._____ 56,57,58, | —4,721] —1,629) —745| —1,154] —1,194 -3,209 —6,039|—10,174| -—4,135 —3, 528/ —19,422] —15,894
63
NOT SEASONALLY ADJUSTED
55| Balance on goodsand services. ... ... __________._._______ 1,234| 1,300 -—291] 1,349 1,513 228| —1,400{ -1,628 2,243 341 —1,902
56! Balance on goods, services and remittances 913 925, —657( 1,002 1,188 ~1400 —1,795| —1,655; 1,181 ~747 -1,928
57| Balance on current account.____._____________ 465 487| —1, 060 552 782| —670) —2,282) 1,612, —108] —2,220| —2, 112
58| Balance on current account and long-term capital 5._ —1,310 —899. —1,535 706, —1,256, —3,615 —4,428 —813 3,744 —9,299| -—5,555
89 Net liquidity balance.._.....___.._____.__._ —510, —1,704! —1, 454 —152 —1,843 6,696 —10,112) —3 516 —3, 668 —18, 551! —14, 883
60| Official reserve transactions balance -1,965| —2,069 —2,612| —3,174| —4,718] —6, 462i —12,679; -6, 2l7| -6, 646| —23,859 —17,213

r Revised. » Preliminary. *Less than $500,000 (+). n.a. Not available.

1. Adjusted to balance of fpayments basis; excludes exports under U.S. military agency
sales contracts and imports o
2. Includes fees and royalties from U.S. direct investments abroad or from foreign direct

U.S. military agencies.

investments in the United States.

3. Equal to net imports of goods and services in national income and product accountsof the

United States.

4. The sum of 1ines 15 and 31 is equal to “net foreign investment” in the national income

and product accounts of the United States.
5. Includes some short-term U.S. Government assets.

NotE.—Details may not add to totals because of rounding.
Source: U.S. Department of Commerce, Office of Business Economics.
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Table 2.—U.S. International Transactions
[Milllons of dollars]
1970 1971
Line (Credits +, debits ~) ! 1970
I 1I III v Ir I III»
1| Exportsof goodsand services 2 ___. . il 62,903 15,035 16,320 15,231 16,317 16,183 17,178 16,280
2 Merchandise, adjusted, excluding military 3. ____ .. 41, 980 10,117 11, 027 10, 018 10, 818 10, 903 11,165 10, 725
3 Transfers under U.S. military agency sales contracts. ... . .oeeo oo - 1,480 256 488 303 434 475 622 428
4T TTAVEL. — o e e e . 2,319 490 617 716 496 526 631 752
5 PASSeNEEL fAreS. — — o e e memmmam— e emoeoeaoe - 553 105 145 184 119 123 155 202
6 Other transportation._ . _______._ L. - 3,106 697 800 841 768 734 848 895
7 Fees and royalties from unaffiliated foreigners. .. ... .. ... 600 150 150 150 150 174 174 174
8 Other private services... ....._......_.__ 1,069 266 267 269 267 300 301 303
9 U.8. Government miscellaneous Services. _ - .. ..o iociamo i 387 87 87 103 110 106 106 108
Receipts of income on U.8. investments abroad:
10 Direct investment fees and royalties. ... . e 1,880 418 492 459 511 450 540 491
11 Direct investment interest, dividends and branch earnings 4 6, 026 1,613 1,344 1,363 1, 706 1,573 1, 791 1,410
12 Other private assets_ ... .. ... 2, 597 639 662 648 649 643 617 634
13 U.S. Government assets. ... e iemmmmecmmecmemmcem e 906 197 241 180 289 176 228 159
14 | Transfers of goods and services under U.S. military grant programs, net_____._.__________.____. 613 u7 222 90 154 210 190 205
15 | Imports of goods and services. ... . ecmmm—s —13,801 | —15,021 | —15,222 | —14,967 | —14,670 | —16,950 | —17,680
16 Merchandise, adjusted, excluding military 3. .. . —9,458 | —10,024 | —9,858 | —10,530 | —10,478 | —12,008 | —11,864
17 Direct defense expenditures. ... _________ —-1,182 | -1,255 | —L211 -1,203 | ~1,174 | —1,214 ~1,181
18 Travel. . ... PR —617 | -1, —1, 624 —682 —6 —1,116 -1, 760
19 Passenger fares. . - oo eiaiaiiciaiicees —224 —382 —398 —211 —205 —419 —392
20 Other transportation_...___._.___._____._ —631 —695 —755 —708 —692 -—769 —830
21 Fees and royalties to unaffiliated foreigners. —30 -30 —30 ~30 31 -31 =31
22 Private payments for other services. .. .____ —152 —157 —158 —153 —170 —174 —176
23 U.8. Government payments for miscellaneous services... —159 —151 —214 —205 —155 —164 —242
Payments of income on foreign investments in the United States:
24 Direct investment fees and royalties_ ... e -111 —23 —-30 —28 —-30 —26 —21 —-22
25 Direct investment interest, dividends and branch earnings 4. —44] —~125 -97 —98 —120 —142 —108 -132
26 Other private liabilities . _ ... ... —995 -928 —876 —793 —625 —536 -—580
27 U.S. Government Mabilities e —204 —243 —273 -304 —320 -390 —470
28 | U.S. military grants of goods and services, met_ .. ___________________ . ... _____._._._._. =147 —222 —9%0 —154 —210 —190 —205
29 | Unilateral transfers (excluding military grants), met__..._________ ... ... _......... —769 —813 —768 -798 -781 ~898 —882
30 U.8. Government grants (excluding military) . ... ... —447 —439 —402 —450 —457 —~530 —486
31 U.8. Government pensions and other transfers —100 -118 —-122 —122 —124 —141 —138
32 Private remittances and other transfers. ... ... —221 —257 —244 —226 —201 —227 —257
33 | U.S. Government capital fiows, met____________________.____________________ ... —484 —439 -~ 357 =314 —661 —651 —316
3 Loans and. other long-term assets. .. . .. . ... —874 —920 =707 —784 —1,176 —1,290 —724
35 Foreign currencies and other short-term assets, net_.__. 19 —43 43 —46 81 82 -2
Repayments on credits:
36 Sceheduled. .o e 1,476 283 411 306 475 429 456 338
37 Nonscheduled 5. . .. e 2 88 114 2 40 4 102 72
38 | U.S. private capital flows, met_______.___ .. —~6,914 | —1,944 | —2,269 —995 | —1,706 | —2,200 | —2,841 ~2,859
39 Direct investments aborad 4. _____ ... —4,448 | —1,573 | —1,662 —747 —-464 | -~1,545 | —1,758 —1,289
40 Foreign securities. - . . . e —942 -—210 93 —488 —337 —~353 —388 —224
Claims reported by U.S. banks:
41 Long-term 24 49 22 88 31 —174 =212
42 Short-term, nonliquid 13 —461 275 —842 102 —364 —~527
43 Short-term, lquid. ... . e 240 —135 —6 —218 10 27 —358
Claims reported by U.S. nonbanking concerns:
44 Long-term —577 —381 —13 —129 —b4 —32 -9 19
45 Short-term, nonliquid —360 —54 —-42 17 —281 —62 —157 —-180
46 Short-term, liquid 361 -3 -9 61 402 —351 —-17 --88
47 | Foreign capital flows, net 5,824 1,600 1,668 2,030 526 2,355 5,713 9,217
48 Direct investment in the United States4.__ 969 486 105 218 160 92 -16 —319
49 U.8. securities other than Treasury issues.. ... . .. ... .. ... 2,190 304 374 720 792 559 196 564
Other U.S. nonliquid liabilities to private foreigners;
50 Long-term, reported by U.S. nonbanking concerns__ .. ___.__ ... _____._______ 1,153 79 343 227 504 142 36 -8
51 Short-term, reported by U.S. nonbanking concerns. 830 93 166 209 362 —256 70 157
52 Long-term, reported by U.S. banks 16 7 19 22 -32 —152 —62 =77
53 Long-term liabilities to foreign official agencies reported by U.S. -~810 —~154 —235 —233 —188 —202 —160 —173
Nonliquid liabilities reported by U.S. Government:
54 To foreign official reserve ageneies. ... .. . L iliiiiiiiiiiii.... 535 —259 743 -5 55 —2 —4 -3
55 To other official and private foreigners___ . __________ .. —436 —28 —255 36 —188 —69 —119 =207
U.8. liquid liabilities:
56 To private forelgners. . ... e —6,242 | —1,692 —131 | —1,213 | —3,206 | —2,534 124 -2,121
87 To foreign official agencies_ . . _ i eiiiiiiaeioo. 7,619 2, 764 539 2,049 2. 267 4,777 5,788 11,482
58 2,477 —386 1,022 801 1,040 145 838 1,373
59 787 —44 14 395 422 109 456 300
60 —851 —920 —37 —34 140 —592 196 150
61 Convertible curr 2,152 831 818 34 469 373 —66 72
62 Gold tranche position in IMF 389 —253 227 406 9 255 252 851
63 | Allocations of special drawing rights (SDR) 867 867 | e fecieaeas k§ I DR PN
64 | Errors and omissions, met_. ... eiiiiiiiiiceeal —1,104 ~119 —467 —421 —97 —1,088 —2,390 -5,134

r Revised.  » Preliminary. *Less than $500,000 ().

1. Credits, +: Exports of goods and services; unilateral transfers to the United States;
capital inflows (increase in U.S. liabilities or decrease in U.S. assets);
decrease in U.8. official reserve assets.

Debits, —: Imports of goods and services; unilateral transfers to foreigners; capital
outflows (decrease in U.8. liabilities or increase in U.S. assets); increase in
U.8. ofticial reserve assets.
2. Excludes transfers of goods and services under U.S. military grant programs.
3. Excludes exports of goods under U.S. military agency sales contracts identified in Census

export documents, and imports of goods included under direct defense expenditures identified
in Census import documents, and reflects various other balance-of-payments adjustments
(for valuation, coverage, and timing) to Census statistics; see table 4.

4. Excludes reinvested earnings of foreign incorporated affiliates of U.S. firms or of U.S.
incorf)orated affiliates of foreign firms.

8. Includes sales of foreign obligations to foreigners.

NoTE.—Details may not add to total because of rounding.
Source: U.S. Department of Commerce, Office of Business Economics.
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Table 3.—~U.S. International Transactions—Seasonally Adjusted
[Millions of dollars)
1970 | 1971
Line (Credits +; debits —)!
I II III v ‘ Ir IIr III»
1 | Exports of 200ds and SeTVICes . . . ... ..ol 15,374 | 15,806 | 15,930 | 15,795 | 16,547 | 16,636 17,054
2 Merchandise, adjusted, excluding military 8 . ... 10, 241 10, 582 10, 696 10, 461 11, 030 10, 720 11, 481
3 Transfers under U.S. military agency sales contrac 274 47 327 433 507 545 466
4 £ €3 PP 556 573 589 601 596 586 618
5 PSSO e JaTeS . e i 136 142 134 141 160 152 147
6 Other transportation. . o & il 736 774 803 793 713 819 855
7 Fees and royalties from unaffiliated foreigners_.._ . . . ... ... ... - 150 150 150 150 174 174 174
8 Other 1privat.e SOV RS - L L e 266 267 269 267 300 301 303
9 U.8. Government miscellaneous services. ... ... il 90 80 107 110 110 98 112
Receipts of income on U.8, investments abroad:
10 Direct investment fees and royalties. .. L. 449 496 466 468 483 544 498
1 Direct investment interest, dividends and branch earnings ¢ 1, 590 1,409 1, 507 1, 520 1, 550 1,865 1, 555
12 Other private assets. .. ... .. ... 648 648 660 642 651 604 647
13 U.8. Government assets. . - .. i 238 238 222 209 213 228 108
14 | Transfers of goods and services under U.S. military grant programs, net_._____________._._______________.___ 137 191 116 169 191 162 256
15 | Imports of goods and services_ . ... ..l il —14,761 | —14,935 | —15,125 | 15,377 | —16,610 | —17,060
16 Merchandise, adjusted, excluding military 3______ . ... —9,831 [ —9,992 [ —10,319 | —10,761 | —11,760 | —12,018
17 Direct defense expenditures...._._._..__.. —1,255 | -1,211 —1,203 | —1,174 —-1,214 —1,181
18 Travel ... ... —1,010 —1,021 —997 —967 —1,086 —1,095
19 Passenger fares_ ... ~286 —320 -319 —266 —~315 —315
20 Other transportation___.. —693 —738 —697 —723 —766 —811
21 Fees and royalties to unaffiliated foreigners. —30 ~30 -30 —-31 —-31 -31
22 Private payments for other services__.____._______ ~153 -157 —160 —167 —170 —-175
23 U.S. Government payments for miscellaneous services —181 —182 —187 —174 —196 —206
Payments of income on foreign investments in the United States:
24 Direct investment fees and royalties. . _ .. ... ... —23 —30 —28 —30 —26 —-21 —22
25 Direct investment interest, dividends and branch earnings ¢ - —120 —109 —104 —107 —135 —121 —141
26 Other private Mabilities.. ... .. . _________ ... _____. —998 —942 —866 —786 —628 —544 —573
27 U.S. Government liabilities. .. ... .. .. —207 —241 —286 —290 —325 —386 —492
28 | U.S. military grants of goods and services, met._._ ... ... .. .. ... ............. —137 —191 —~116 —169 —191 —162 —256
29 | Unilateral transfers (excluding military grants), net_ _ ... L iiiaeiiaanon. —756 —1753 —803 —836 =770 —838 —915
30 U.8. Government grants (excluding military)__.___________ ... —418 ~—391 —444 —485 —428 —483 —527
31 U.S. Government pensions and other transfers. . R —100 —118 —122 —122 —124 —141 —138
32 Private remittances and other transfers.- . ... ..o —238 —244 —237 —229 —218 —214 —250
33 | U.S. Government capital flows, met_ . aieaas —423 —~366 —394 —410 —598 —577 —356
M Loans and other long-term assets. ... ... ... .ol —723 —881 —846 —835 [ —1,022 | —1,251 —865
35 Foreign currencies and other short-term assets, net___._ .. ...l —130 16 70 17 —68 142 24
Repayments on credits:
36 Scheduled . ._.___.. 342 385 380 368 488 430 413
37 Nonscheduled * 88 114 2 40 4 102 72
38 | U.S. private capital lows, met_ _ e iaieidaacceaean —1,941 —1,579 —1,748 —1,647 —2,237 —2,183 —3,575
39 Direct investments abroad 4. —1,358 —1, 257 —~897 —934 ~1,370 —1,393 ~1, 399
40 Foreign SeCUTIbies - e —210 93 —488 —337 —353 —388 —224
Claims reported by U.S. banks:
41 Long-term 24 49 22 88 31 —174 —212
42 Short-term, nonliquid. —162 —268 —189 —396 -73 —-171 —991
43 Short-term, liquid - - el 140 —-127 —53 -79 —90 35 —405
Claims reported by U.S. nonbanking concerns:
44 Long-term —381 —13 -129 —54 -32 -9 19
45 Short-term, nonliquid. —116 —23 —50 —-171 —125 —138 —248
46 Short-term, Hauid - o e 122 —33 36 236 —225 55 —115
47 | Foreign capital flows, net.___ el 1,817 1, 006 1,586 1,416 2,590 5,064 8, 683
48 Directinvestments in the United States4_.______ L. l...... 486 105 218 160 92 —~16 —319
49 U.S. securities other than Treasury issues__.___________ ... 304 374 720 792 559 196 564
Other U.S. nonliquid liabilities to private foreigners:
50 Long-term, reported by U.S. nonbanking concerns 159 358 312 324 222 51 0
51 Short-term, reported by U.S. nonbanking concern: 163 151 124 392 —186 —85 72
52 Long-term, reported by U.S. banks. ... ..._... 7 19 22 —32 —152 —62 -7
53 Long-term liabilities to foreign official agencies rep —154 —235 —233 —188 —202 —160 —-173
Nonliquid liabilities reported by U.S. Government:
54 To foreign official reserve agencies. —266 735 —12 77 -8 —8 -9
55 To other official and private foreigners. ... .. ... —-30 —224 82 —263 ~82 —53 -176
U.S. liquid labilities:
56 To private forelgners. .. i iiiiiiliiiiiil.. —1,872 —376 —1,383 | 2,611 | —2,7i4 -39 ~2,308
57 To foreign official ageneies... . ... .. llliiol. 3,020 99 1,736 2,765 5,061 5,240 11,109
58 | Transactionsin U.S. official reserve assets, net. 264 805 584 824 682 659 1,194
59 Gold ... —44 14 395 422 109 456 300
60 SDR._... ... —270 —254 ~251 —76 —55 17 —29
61 Convertible currencies_ ... 831 818 34 469 373 —66 72
62 Gold tranche position in IMF —253 227 406 9 255 252 851
63 | Allocations of special drawing rights (SDR) il 217 217 217 216 180 179 179
64 | Errors and omissions, net__... PP —59 —375 —437 —233{ —1,017 | —~2,330 —5,204

r Revised. » Preliminary. *Less than $500,000 (£).

1. Credits, +: Exports of goods and services; unilateral transfers to the United States;
capital inflows (increase in U.S. Habilities or decrease in U.S. assets);
decrease in U.S. official reserve assets.

Debits, —: Imports of goods and services; unilateral transfers to foreigners; capital
outflows (decrease in U.S. liabilities or increase in U.8. assets);
fncrease in U.S. official reserve assets.

2. Excludes transfers of goods and services under U.8. military grant programs.

3. Excludes exports of goods under U.S. military agency sales contracts identifled in Census
export documents, and imports of goods included under direct defense expznditures identified
in Census import documents, and reflects various other balance-of-payments adjustments
(for valuation, coverage, and timing) to Census statistics; see table 4.

4. Excludes reinvested earnings of foreign incorporated affiliates of U.S. firms or of U.8.
incorporated affiliates of foreign firms.

§. Includes sales of foreign obligations to foreigners.

Source: U.S. Department of Commerce, Office of Business Economics.
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Table 4.—U.S. Merchandise Trade
[Millions of dollars]
Not seasonally adjusted Seasonally adjusted
Line 1970 1970 1971 1970 1971
I ' I ’ III v I - II» I 11 III v I IIr 111 »
EXPORTS |
1 | Merchandise exports, Census basis, including
reexports and military grant shipments___________ 43,224 | 10,341 | 11,353 | 10,275 | 11,255 | 11,247 | 11,561 | 11,086 | 10,474 | 10,932 | 10,970 | 10,918 | 11,370 | 11,121 | 11,838
2 | Merchandise exports, Census basis, including
reexports, excluding military grant shipments_ . __| 42,659 | 10,194 | 11,218 | 10,153 | 11,094 | 11,117 | 11,406 | 10,931 | 10,327 | 10,797 | 10,848 | 10,757 | 11,240 | 10,966 11,683
3 | Regular additions to Census exports___.____.___ 356 91 92 90 83 90 121 88 97 86 91 82 94 116 92
3a Private gift parcel remittances_..__._. 76 16 17 18 25 15 17 15 16 17 18 25 15 17 15
3b Virgin Islands exports to foreign countries. 17 2 4 6 5 12 5 2 4 6 5 3 12 5
3c Gold exports, nonmonetary . . ....._..........._. @) * ™ * ™ ™) *) ™ ™) * * *) ™ ™) *)
3d Inland freight (to Canada) valuatmn adjustment._ 265 63 70 65 67 64 74 69 69 66 66 68 69 73
3e Other regular additions * - ___________.__...._._. -2 10 1 1 —-14 8 18 -1 10 1 1 —14 8 18 -1
4 | Regular deductions from Census exports 2. __.___._ 28 7 7 7 7 6 7 6 7 7 7 7 6 7 6
5 | Special adjustments, net 3 ... .. ... . ..._. 3 36 3 -3 B T P R S 21 -15 =21 L2 PN PSR PR
5a Of which: quarterly allocation of annual seasonal
adjustment discrepancy 4. . oo e e e e e —15 —~18 —-18 B £ 2 PR [P P
6 | Equals: Merchandise exports, adjusted to balance
of payments basis, including “military”_._____ 42,990 | 10,314 | 11,306 | 10,233 | 11,137 | 11,201 | 11,520 | 11,013 | 10,438 | 10,861 | 10,911 | 10,780 | 11,328 | 11,075 | 11,769
7 | Less: Merchandise exporis iransferred under U.S.
military agency sales contracts identified in
Censusdocuments 5___._________________________ 1,010 197 279 215 319 298 355 288 197 279 215 319 298 355 288
8 | Equals: Merchandise exports, adjusted to balance
of payments basis, excluding “military” (table
2, ine 2) el 41,980 | 10,117 | 11,027 | 10,018 | 10,818 | 10,903 | 11,165 | 10,725 | 10,241 | 10,582 | 10,696 | 10,461 | 11,030 | 10,720 | 11,481
IMPORTS
9 | Merchandise imports, Census basis (general
imports) .. 39,952 | 9,455 | 10,069 | 9,873 | 10,555 | 10,527 | 12,026 | 11,800 | 9,721 | 9,864 | 10,023 | 10,328 | 10,809 | 11,769 | 11,981
10 | Regular additions to Census imports 407 108 102 83 114 112 146 185 108 102 83 114 112 146 185
10a Virgin Islands imports from foreign countries.___ 242 69 63 43 67 64 89 120 69 63 43 67 64 89 120
10b Gold imports, nonmonetary. 152 36 36 36 44 45 52 57 36 36 36 44 45 52 57
10c Other regular additionsS_ _________.__.__________ 13 3 3 4 3 3 5 8 3 3 4 3 3 5 8
11 | Regular deductions from Census imports_._.___.__ 350 87 99 65 99 114 128 88 86 92 85 87 113 119 115
11a Automotive valuation adjustment_ ___ 346 86 98 65 97 113 127 87 85 o1 85 85 112 118 114
11b Other regular deduetions 7. _____ ... ... __.__ 4 1 1 *) 2 1 1 1 1 1 * 2 1 1 1
12 [ Special adjustments, net 3______________._________. 40 27 2 6 i 3 PR S S 30 7 10 .+ I R RSP A,
123 Of which: quarterly allocation of annual seasonal
adjustment diserepancy 4. o Jeeooo e e e e e 3 5 4 [ S PO O P
13 | Equals: Merchandise imports, adjusted to balance
of payments basis, including “military” _________ 40,049 | 9,503 | 10,074 | 9,897 | 10,575 | 10,525 | 12,044 | 11,897 | 9,773 | 9,881 | 10,031 | 10,364 | 10,808 | 11,796 | 12,051
14 | Less: Merchandise imports of U.S. military agen-
cies identified in Census documents 8___________ 179 45 50 39 45 47 36 33 45 50 39 45 47 36 33
15 | Equals: Merchandise imports, adjusted to balance
of payments basis excluding “‘military’’ (table 2,
line 16) .. ... 39,870 | 9,458 | 10,024 | 9,858 | 10,530 | 10,478 | 12,008 | 11,864 | 9,728 | 9,831 | 9,992 | 10,319 | 10,761 | 11,760 | 12,018
BALANCE
16 | Balance on merchandise trade, adjusted to balance
of payments basis, including “military” (line 6
less line 13) {export surplus +].___.___.__...__._. 2,941 811 | 1,232 336 562 676 | —524 | —884 665 980 880 416 520 | -721 —282
17 | Balance on merchandise trade, adjusied to balance
. of payments basis, excluding “military” (line 8
less line 15) {export surplus +]...._..__.__.______ 2,110 659 | 1,008 160 288 425 | —843 |~1,139 513 751 704 142 269 1 —1,040 -537
TRADE BY END-USE
18 | Merchandise exports, Census basis, including
military grant shipments (line 1) ___ ---| 43,224 | 10,341 | 11,353 ) 10,275 | 11,255 | 11,247 | 11,561 | 10,931 | 10,474 | 10,932 | 10,970 | 10,918 | 11,370 | 11,121 11,838
18a Agricultural products._._.._._. -} 73491 L679( 1,754 | L6891 2,227 2,048 | 1,887 | 1,894 | 1,735 | 1,775 1,886 | 1,957 | 2,118 | 1,905 2113
18b Nonagricultural products__.._._...... Ja5ers| se62| 9,50 | 8,586 | 9028 | 0199 0674 | 9,087 | 8,739 ( 6,157 | 9,084 | 8961 | 9,252 9,216 | 9,725
18¢ Excluding military grant shipments....__... 35,310 | 8515 | 0,464 | 8,464 | 8867 | 0,000 | 9,519 | 8,882 | 8,502 | 9,022 | 892 | 5800 | 9,122 9,061 | 9570
19 | Foods, feeds, and beverages_ . _______.__._______. 5,839 1,307 | 1,367 | 1,412 1,754 | 1,536 | 1,438 | 1,482 | 1,328 | 1,420 | 1,551 | 1,534 | 1,563 | 1,495 1,624
20 Grains and preparations..._.___. -l 301 690 684 769 929 816 708 768 671 721 782 871 795 748 762
21 Soybeans_ ... ... 1,216 262 313 235 406 318 306 306 279 331 364 272 340 325 465
22 Other foods, feeds, and beverages. ... | 1,552 355 370 407 419 402 424 409 378 368 405 390 428 422 397
23 Industrial supplies and materials.___.___.______. 13,783 | 3,330 | 3,636 | 3,323 | 3,495 | 3,243 | 3,357 | 3,446 | 3,463 | 3,519 | 3,385 | 3,438 | 3,367 | 3,245 3,508
24 Fuels and lubricants ..., 1,596 307 408 418 464 372 424 433 355 393 394 454 432 404 406
25 Paper and paper base stocks__._. -1 14,139 254 290 297 298 277 281 299 263 285 301 291 286 276 300
26 Textile supplies and materials. _. | vogof 2o 288 198 274 372 340 302 268 277 226 279 341 325 339
27 Raw cotton, including linters__ - 378 116 111 47 104 194 153 104 97 103 57 118 163 140 124
28 Tobacco, unmanufactured_. .. __ 488 84 107 107 190 118 122 155 129 121 108 130 181 138 156
29 Chenmicals, excluding medicinals___._ ... 3,052 kel 814 737 724 712 777 927 801 788 736 735 726 750 919
30 Other nonmetals (hides, tallow, s,
wood, rubber, tires, ete.)...._.._........___. 2, 648 648 674 631 695 686 693 665 645 658 667 682 678 674 699
31 Steelmaking materials._.. 547 100 166 155 126 73 76 72 129 151 132 134 94 69 62
32 Iron and steel products. 1,388 369 417 327 274 238 246 242 378 404 348 261 241 238 258
33 Other metals, dpnmary and advanced, includ-
ing advanced steel _____.________._..________ 1,873 499 473 452 449 396 399 352 495 442 473 470 388 371 369
34|  Capital goods, except automotive.___.__._________ 14,371 3,505 | 3,796 | 3,397 | 3,673 | 3,957 | 3,941 | 3,618| 3,449 3,583 | 3,678 | 3,689 | 3,893 | 3,716 | 3,91
35 Machinery, except consumer-type_......._.... 11,570 | 2,730 | 2,974 | 2,860 | 3,006 | 2,955 | 2,984 | 2,888 | 2,759 | 2,793 | 3,046 | 3,003 | 2,999 | 2,797 | 3,062
36 Electrical and electronic, and parts and
attachments_.._..__...___._______________ 2,077 502 552 493 530 521 532 534 510 512 530 532 531 492 569
37 Nonelectrical, and parts and attachments.____ 9,493 | 2,228 | 2,422 | 2,367 | 2,476 | 2,434 | 2,452 2,354 | 2,249 | 2,281 | 2,517 | 2,471 | 2,468 ; 2,305 | 2,493
38 Construction machinery and nonfarm
tractorsand parts________._.._._..___. .. 1,963 465 503 503 491 484 514 476 482 478 508 498 504 488 480
39 Textile and other specialized-industry
machinery and parts. ... ____._..__ 931 210 239 233 248 230 239 233 222 223 247 240 244 222 246
40 Other industrial machinery and parts,
..................................... 3,901 921 | 1,000 967 | 1,013 | 1,017 997 997 932 932 | 1,029 | 1,020 | 1,032 926 | 1,056
41 Agncultural machinery and farm tractors
andparts. ... ... __. 359 102 94 82 81 85 102 89 93 79 97 94 77 85 105
42 Business and office machines, computers,
ete..and parts._ ... 1,702 378 419 420 485 448 424 392 369 417 463 456 439 423 429
43 Scxentlﬁc professional, and service-
mdustry equipment_...__. 637 152 166 161 158 171 176 166 151 152 173 163 172 161 177
44 Civilian aireraft, engines, parts._ 2,669 748 783 509 620 961 892 646 660 758 595 639 849 867 746
44a Civilian alrcraft complete—all types........ 1,628 479 496 231 322 626 545 305 390 483 285 345 507 533 377
45 Other transportation equipment_. .. _..__.___. 141 27 39 29 46 41 65 83 30 32 36 44 45 52 103



1. Mainly net additions to or liquidations of U.S.-owned grains stored in Canada, and
exports of electrical energy.
2. Mainly exports of exposed motion picture film for rental rather than sale, and exports to
Panama Canal Zone.
3. Irregular and occasional adjustments; valuation adjustments for goods considered to be
underpriced or overpriced in Census data; timing adjustments for goods recorded in Census
data in one period but found to have been shipped in another; and coverage adjustments for
special situations in which shipments were omitted from Census data.
4. Correction for discrepancy between sum of four quarters, seasonally adjusted, and the
unadjusted recorded annual totals.
5. Exports of military equipment under U.S. military agency sales contracts with foreign
governments to the extent such exports are identifiable from Census export documents.

contracts.”
6. Mainly imports of electrical energy.
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Table 4.—U.S. Merchandise Trade—Continued
[Millions of dollars]
Not seasonally adjusted Seasonally adjusted
Line 1970 1970 1971 1970 1971
I ’ I ‘ n v I Ilr | IIX» 1 iI 1913 v 1 Ir | mII»
TRADE BY END-USE-~Continued
46 Automotive vehicles, parts, and engines__________ 3,652 908 1,101 814 829 1,101 1,222 { 1,011 920 1,005 991 756 L114 | 1,113 1,231
47 ToCanada. .- oo . 2,474 607 806 534 527 784 920 700 613 724 682 473 791 825 889
48 Toall otherareas ... ........... 1,178 311 295 280 302 317 302 311 307 281 309 283 323 288 342
49 Passenger cars, new and used.___ ____ 837 179 303 179 176 290 353 249 166 290 267 141 268 337 368
50 Trucks, buses, and special vehicles 560 143 148 138 131 149 164 156 143 129 151 135 150 143 170
51 Parts, bodies, and accessories, including en-
gines and parts, n.e.co__...________________._ 2,255 586 650 497 522 662 704 606 611 586 573 480 696 633 693
52 C goods ( food), except aut: -} 277 666 704 661 685 673 723 795 676 673 681 692 682 690 816
53 Consumer durables, manufactured.. _.__._____ 1, 007 243 256 237 271 247 269 287 247 241 252 269 251 253 305
54 Consumer nondurables, manufactured._______. 1, 587 393 416 3 383 394 419 477 401 401 395 390 402 404 477
55 Unmanufactured consumer goods (gem stones,
precious and nonprecious)...__.__.._________ 123 30 32 29 32 32 35 31 28 31 34 32 29 33 34
56 Special category (military-type goods) ______._____ 1,359 289 364 283 423 369 452 362 289 364 283 423 369 452 362
571  Exports, n.e.c.,andreexports_.____________.____. 1,503 336 385 385 397 368 428 372 349 368 401 386 382 410 386
58 Domestic (low-value, miscellaneous)._ 869 202 221 221 225 214 242 224 210 215 234 212 222 236 235
59 Foreign (reexports) . ___ ... ___._______ 634 134 164 163 173 154 185 148 139 153 167 174 160 174 151
60 | Merchandise imports, Census basis (line 9)_.__.__ 39,952 | 9,455 | 10,069 | 9,873 | 10,555 | 10,527 | 12,026 | 11,800 | 9,721 9,864 | 10,023 | 10,328 | 10,809 | 11,769 | 11,981
61 Foods, feeds, and beverages._ . __.____.____._____ 6,154 | 1,473 | 1,566 | 1,490 | 1,626 | 1,470 | 1,692 | 1,895 | 1,553 | 1,563 | 1,487 | 1,550 | 1,551 | 1,687 1,873
62 Coffee, cocoa, and sugar._...__.._ 2,085 494 554 534 503 499 561 687 528 552 506 499 535 549 647
63 Green coffee_ N 1,159 292 307 278 283 292 308 398 289 320 278 274 290 322 395
64 Canesugar. ... ............_. R 725 131 206 214 174 147 210 248 190 180 183 173 214 184 212
65 Other foods, feeds, and beverages_.______._____ 4,069 979 1,012 956 1,123 971 1,132 1,208 1,025 | 1,011 981 1,051 1,016 1,138 1,226
66 [ Industrial su{wliep and materials______._________ 15,106 | 3,650 | 3,758 | 3,738 | 3,959 | 3,866 | 4,524 | 4,494 | 3,681 | 3,659 | 3,770 | 3,986 | 3,895 4,410 | 4,497
67 Fuels and lubricants_.__._...__________________ , 05 846 710 705 796 834 862 959 773 7 740 801 749 901 1,003
68 Paper and paper base stocks_.._.__.._......... 1,578 399 396 372 411 385 434 403 413 389 382 393 392 426 411
69 Materials associated with nondurable goods
and farmoutput, n.e.s__._._.________.____. 2,866 746 736 672 712 804 875 827 687 710 721 758 738 846 876
70 Textile supplies and materials_ _ 1,209 314 309 285 301 343 383 373 207 299 201 323 320 370 378
71 Tobacco, unmanufactured__._____ 111 49 30 16 16 34 31 18 25 28 40 29 16 29 44
72 Chemicals, excluding medicinals - 836 209 227 195 205 243 269 269 203 212 204 216 233 252 279
73 Other (hides, copra, materials for makin
photos, drugs, dyes).__....__..__________ . 710 174 169 176 191 184 193 166 162 171 186 190 169 195 175
74 Building materials, except metals_______.._.___ 1,001 220 260 266 255 261 345 383 238 245 252 264 278 326 361
75 Materials associated with durable goods out-
put, n.esS. . ... 6,604 | 1,439 | 1,657 | 1,723 | 1,786 | 1,583 | 2,007 | 1,923 | 1,570 { 1,575 | 1,675 1,770 | 1,738 | 1,911 | 1,846
76 Steelmaking materials. . ________ 734 116 184 238 196 137 240 242 187 172 198 176 218 225 200
77 Iron and steel products 2,191 410 523 576 682 606 805 773 481 498 531 667 706 767 709
78 Other metals, primary and advanced, in-
cluding advanced steel.._______._ ... ______. 2,650 646 684 663 656 587 674 630 635 644 697 675 565 635 657
79 Nonmetals (gums, oils, resins, minerals,
rubber, tires, ete.). .. ... __.._______ 1,030 267 266 245 252 253 289 278 267 261 249 252 249 284 280
© 80| Capital goods, except automotive. _______._.____. 3,783 923 979 925 957 999 | 1,092 | 1,038 916 949 943 977 990 | 1,059 | 1,049
81 Machinery, except consumer-type._..._.._.._. 3,502 881 927 883 901 941 | 1,027 974 874 897 901 922 932 993 985
82 Electrical and electronic, and parts and
attachments.____________..___.____________ 1,017 235 256 260 266 264 302 289 232 258 262 266 261 303 288
83 Nonelectrical, and parts and attachments__..| 2,574 645 671 623 635 677 724 685 642 639 639 656 671 690 697
84 Construction, textile and other specialized-
industry machinery and nonfarm trac-
torsand parts___ ... . ___ 566 138 144 147 137 159 178 193 134 144 145 143 154 177 189
85 Other industrial machinery and parts,
X X 939 239 239 | 228 234 228 252 220 243 231 228 239 232 243 217
86 Agricultural machinery and farm tractors
and parts.._ ... ... _..___. 359 106 101 77 75 106 102 87 99 84 89 88 99 85 9
87 Business and office machines, computers,
etc.,and parts ... ._._..______. 471 107 126 110 128 126 131 126 108 119 118 126 127 124 134
88 Scientific, professional and service-in-
dustry equipment and parts; and mis-
cellaneous transportation equipment 239 56 61 61 60 57 61 59 58 61 59 60 59 61 58
89 Civilian aircraft, engines, parts ___.______ N 191 42 52 42 55 58 66 64 42 52 42 55 58 66 64
89a Civilian aircraft, complete—all types. .. ____. 48 16 15 9 9 13 13 8 16 15 9 9 13 13 8
90 Aut tive vehicles, parts, and engines__________ 5,956 1,449 | 1,613 1,260 1,634 1,919 | 2,108 1,812 1,399 1,504 1,585 | . 1,507 1,856 1,962 2,223
91 From Canada .._._.__._____.____ 3,587 1,021 715 965 | 1,119 | 1,241 961 876 937 942 834 | 1,111 | 1,135; 1,268
92 From Canada, transactions value. 3,241 799 923 650 868 1,006 1,114 876 791 847 857 751 999 1,017 1,167
93 From all other areas.___________ , 3 564 503 545 669 800 867 851 523 567 613 673 745 827 955
94 Passenger cars, new and used_._____ | 3,731 955 | 1,064 729 982 | 1,253 | 1,395 | 1,149 909 956 935 930 | 1,196 ) 1,250 1,459
95 Trucks, buses, and special vehicles___ _________ 730 162 167 177 223 172 206 203 165 179 209 181 1 221 236
96 Parts, bodies, and accessories, including en-
gines and Parts, N.e.S. - ovooooeoeemaeea. 1,496 332 381 355 428 494 508 460 325 369 411 396 485 491 528
97 Consumer goods (nonfood), except automotive. . 7,553 1,652 | 1,809 | 2,084 | 2,007 1,891 [ 2,205 | 2,168 1,830 | 1,851 1,897 1,962 | 2,092 | 2,253 1,955
98 Consumer durables, manufactured. __.__._____ 4,068 872 979 | 1,106 | 1,112 | 1,000 | 1,222 | 1,114 984 | 1,006 | 1,023 | 1,047 | 1,127 | 1,255 1,020
99 Consumer nondurables, manufactured__.__.__. 2,960 648 705 852 753 761 832 914 708 718 746 783 828 846 794
100 Unmanufactured consumer goods (gems, nurs- R
€Y SEOCK) « - - - e eomeeeeeeeee e 525 132 125 126 142 131 151 140 138 127 128 132 137 152 141
101 Imports, n.e.s. (low value, goods returned, mil-
itary aircraft, Government purchased uranium,
movies, exhibits) . _________________ .. ____ 1,399 308 343 376 372 382 404 392 342 338 371 346 425 398 384
r Revised. o Preliminary. * Less than $500,000. These exports are included in table 2, line 3: “Transfers under U.S. military agency sales

7. Mainly foreign charges for repair of U.S. vessels abroad, which are included in tables 2, 3,
and 9, line 20 (Other transportation); also imports from Panama Canal Zone, and imports of
domestically-owned grains returned from storage in Canada. .,

8. Merchandise imported directly by the Department of Defense, as well as ‘‘defense
imports of the Coast Guard and Atomic Energy Commission, to the extent such imports are
identifiable from Census import documents and verifiable from separate reports of the im-
porting agencies. These imports are included in tables 2, 3, and 9, line 17: ““Direct defense

expenditures.”

NoOTE.—Details may not add to totals because of rounding. .
Source: U.S. Department of Commerce, Office of Business Economices.
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Table 5.—Major U.S. Government Transactions

[Millions of dollars)

December 1971

1970 1971
Line 1970
I 1I 111 v I - III»
A.1 (U.S. Government grants (excluding military) and capital flows increasing Government assets, total (table 2,
ines 30, 34, and 35, with signreversed) . ... . ... 5,050 | 1,303 ; 1,401 | 1,067 | 1,280 | 1,850 | 1,738 1,212
la Seasonally adjusted. ... . <. i 1,271 | 1,266 | 1,220 | 1,808 | 1,618 1,592 1,368
By category
2 | Grants, net 447 439 402 450 457 530 486
3 | Credits repayable in foreign currencies. . .. y 112 34 2 34 88 23 17
4 | Other foreign currency assets (excluding administrative cash holdings), net —42 49 =31 * —86 —44 11
Receipts from—
5 Sales of agricultural commodities - ... e iiaiaccaiail 101 85 39 63 39 63 26
6 Interest... ... ... 196 45 54 47 50 37 59 39
7 Repayments of principal 162 45 48 33 35 37 45 35
8 Reverse grants.__ 1 ™ * * *) *) * *)
9 Other sources. . .. 10 1 3
Less disbursements for—
10 Grants in the recipient’s curreney . .. .. il 180 49 31 47 53 44 102 10
11 Credits in the recipient’s currency - - - el 149 98 22 14 16 83 15 13
12 Other grants and credits.____.._.__ 8 *) 1 4 2 2 2 ™
13 Other U.S. Government expenditures. 343 89 85 88 81 71 94 59
14 | Capital subscriptions to international and - 234 50 48 69 35 49 99
15 | Credits repayable in U.8. dollars............_. e e e 2,786 696 837 573 681 | 1,052 1,218 608
16 | Other assets (including changes in administrative cash holdings), net - . ... ... 116 24 -7 46 5 —38 —9
By program
17 | Under farm product disposal programs. .. e 1,166 328 349 209 280 211 430 208
18 | Under Foreign Assistance Acts and related programs._. -] 2,078 510 553 510 506 708 769 576
19 | Under Export-Import Ban - Act . . ----| 1,095 303 339 175 278 484 335 241
20 | Capital subscriptions to international and regional organizations, excluding IMF . .. 234 66 50 48 69 35 49 99
21 | Other assistance Programs . - o . ..o 334 66 102 78 89 103 132 82
22 i Other foreign currency assets acquired (lines A6, A.7, and A.9) ... ... 368 93 104 82 89 76 107 76
23 | Less foreign currencies used by U.S. Government other than for grants or credits (line A.13) . __._____._______ 343 89 85 88 81 7 94 59
24 | Advances under Exchange Stabilization Fund agreements, net.___...________ e oo e e
25 | Other (including changes in administrative cash holdings), met. . ... 119 26 —10 52 51 6 —38 -10
By disposition !
26 | Estimated transactions involving no direct dollar outflow from the United States 4,348 1,123 | 1,220 926 | 1,079 | 1,385 | 1,571 956
27 Expenditures on U.S. merchandise .. ... 3,110 827 891 625 768 792 | 1,067 699
28 Expenditures on U.S. services 2 E 843 224 221 188 209 200 240 178
29 Military sales contracts financed by U.S. Government credits3,+ 361 70 101 129 62 246 249 68
30 U.S. Government credits to repay prior U.S. Government credits ... 174 56 49 34 35 135 45 36
31 U.8. Government credits 3 to repay prior U.8. private credits 308 57 88 66 96 105 121 58
32 Increase in claims on U.S. Government associated with Government grants and capital flows increasing
Government assets (including changes in retained accounts) (line B.17) . ... . .. _ ... —30 —9 —18 -3 ™ 6 -5 *
33 Less foreign currencies used by U.S. Government other than for grants or credits (line A.13) .. _____________ 343 89 85 88 81 71 94 59
34 Less dollar recoveries on short-term claims financing military sales contracts and U.8. Government credits
to repay private credits 3. i 74 13 27 25 9 36 52 25
35 | Estimated dollar payments to foreign countries and international and regional organizations through U.S.
Government grants and capital flows increasing Government assets_ . ___________ ... .. _____...... 702 179 182 140 201 166 167 257
B. 1 | Nonliquid liabilities reported by U.S. Government, including medium-term securities and long-term obliga-
tions payable prior to maturity only under special conditions, net increase (+) 100 | —286 488 31| -—133 —72 | -—123 =211
la Seasonally adjusted . - . i —296 511 70| —186 —90 —61 —185
2 To foreign official reserve agencies (table 2, line 54) —259 743 -5 55 -2 —4 -3
2a Seasonally adjusted . ... ... .. ... —266 735 -12 7 -8 -8 -9
3 U.8. Treasury securities issued in connection with Columbia River downstream rights. - ____..___._____.| =30 ... |... ... |-o...._. =30 ||t
4 U.S. Treasury securities issued in connection with prepayments for military purchases
States (line B. 18) . .. e -1
5 U.S. Treasury obligations to be liguidated against U.S. ¢laims_ ... ._.___._____
6 U.S. Treasury securities not included elsewhere 5____________________________.
7 Export-Import Bank obligations to be liquidated against U.S. claims____..__.___
g Ex}]i)ort-lmport Bank securities not included elsewhere
T U
10 To other official and private foreigners (table 2, line 55)._ _ __..__ ... ... .. ... ...
10a Seasonally adjusted - ... ... ...
1 Associated with military sales contracts .
11a Seasonally adjusted
12 U.S. Government receipts from foreign governments (including principal repayments on credits financ-
ing military sales contracts), net of refunds_____ ...
13 Less U.S. Treasury securities issued in connection with prepayments for military purchases in the
United States (Mine B. 4)__..__ ... ... ... - e
14 Plus military sales contracts financed by U.S. Government credits 3, 7 (line A. 29)
15 Less U.S. Government receipts from principal repayments3___._____._. S E
16 Less transfers of goods and services (including transfers financed by credits) (table 2,line3)_____._.___.
17 Associated with U.S. Government grants and capital flows increasing Government assets ¢ (line A.32).._.
17a Seasonally adjusted
18 Non-interest-bearing securities issued to IDA, to IDB, or to U.N. .
%g Foreign funds retained in U.8. Government accounts for purchases in the United States. .
b7 S N © 1 ) U U U
21a Seasmally adjusted .
2 German Government 10-year loan to U.S. Government.
23 Associated with U.S. Government nonmilitary sales and miscellaneous operations. . ..
24 U.8. Treasury securities not included elsewhere 5_ _ . .. ... .-
26 Export-Tmport Bank securities not included elsewhere_ . ____ ...

r Revised. ? Preliminary. *Less than $500,000 ().

1. The identifieation of transactions involving direct dollar outflow from the United States
is made in reports by the operating agency. However, such data for third and fourth quarters
1970 and for first, second, and third quarters 1971 are only extrapolated estimates by OBE,
because of incomplete reports from one operating agency.

2. Line A.28 includes foreign currency collected as interest and line A.30 includes foreign
currency collected as principal, as recorded in lines A.6 and A.7.

3. Lines A.29 and A.31 includes some short-term U.S. Government claims, collections of
which are recorded in line A.34. Collections of those short-term claims recorded in lines A.29
and B.14 are included in line B.15.

4. Consists of transfers of military goods and services financed by U.8. Government credits

and of advance payments to the Defense Department (on military sales contracts) financed
by credits extended to foreigners by U.S. Government agencies.

conomics.

5. Includes securities payable in U.8. dollars and in convertible foreign currencies.

6. Transactions under military sales contracts are those in which the Defense Department
sells and transferes military goods and services to a foreign purchaser, on a cash or credit basis.
The entries for the several categories of transactions related to military sales contracts in this
and the other tables are partially estimated from incomplete data. .

7. Consists of transfers of military goods and services financed by U.S. Government credits
(included in line B.16) and of increases in Defense Department liabilities (on military sales
contracts) which arise from advance payments to the Defense Department financed by credits
to foreigners by U.S. Government agencies.

8. Excludes liabilities associated with military sales contracts financed by U.S. Govern-
ment credits and included in line B.11.

NoTE.—Details may not add to totals because of rounding.
Source: U.S. Department of Commerce, Office of Business
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Table 6.—Direct Investments and Securities Transactions

[Millions of dollars]
1970 1971
Line (Credits+; debts~) 1970 .
I II III v Ir I 111 »
1| U.S. direct investments abroad (table 2,line 39) ... ... ... —4,445 | —1,573 | —1,662 —747 —464 | —1,545| —1,758 —1,289
2 Transactions with foreign incorporated affili‘tes... ... . .. .. .. —~3,496 | —1,378 —995 —634 —489 | —1,867 | —1,119 n.a.
3 Intercompany accounts: short-term________._. —690 —~751 —232 —232 526 — 595 —-703 n.a.
4 long-term ... ... —312 -—55 —141 12 —128 =510 —-117 n.a.
5 Capital stock and other equity, net. .. .. -2,311 —493 —561 —389 —868 —232 -301 n.a.
6 Inereass 1 el aann —2,619 —508 —599 —452 | —1,060 —322 —3560 n.a.
7 DTS 2. o e eee e 308 15 38 63 192 90 49 n.a.
8 Miscellaneots 3 et ca e ccieeaas —184 —-79 —62 -25 —18 —20 2 n.a.
9 Branch accounts_ . .. —949 —195 —666 -113 25 —188 —639 n.a.
By tndustry of foreign affiliate: 4
10 Mining and smelting —60 —~110 -4 —-177 -85 —114 n.a.
11 Petroleum_ .. ... ... .. —408 =746 —263 —182 —503 —896 n.a.
12 Manufacturing —698 —408 —339 86 —684 —362 n.a.
13 L7 gy S —407 —397 —104 —261 —373 —386 n.a.
14 | Foreign direct investments in the U.S. (table 2, line48) ___.._._._________ . ... ____._. 969 486 105 218 160 92 —16 —-319
15 Transactions with U.S. incorporated affiliates 933 490 113 191 139 104 -15 —305
16 Intercompany accounts . . . . eiiooeooo 191 53 43 53 42 63 —~13 —436
17 Capital stock and other equity, net.__ 742 437 70 138 97 41 -2 130
18 Increase ... ... ooooi.. 750 442 70 141 97 46 16 140
19 DB a8 2. . e eeaeamaaaen —8 -5 *) -3 ™ -5 —18 -10
20 Branch aceounts . aiiiiiiiiea- 36 -4 -8 27 21 —-12 -1 —14
21 Of which: manufacturing affiliates 4 .. 511 196 101 199 15 46 80 98

22 | Foreign securities, net U.S. purchases (—), balance of payments basis (table 2, line 40, or lines 27

88 D OW) el
23 stocks met, Treasury basis 5 eceie.
24 less: recorded in line 1 as U.S. direct investments abroad ... ... ...__..__._.
25 plus: exchange of stock associated with direct investments in the United States
26 plug: other adjustments.. .o i
27 Stocks, net, balance of payments basis____. . _______ .. ______________________.____
28 Newly issued in the Unitea States___ . .
29 of which: Canada.-
30 Other foreign stocks
31 Canada..........
32 Western Europe..
33 Japan....._......_.
34 O T - L e eccaeme
35 bonds, net, Treasury basis 5. el
36 less: recorded in line 1 as U.S. direct investments abroad._..
37 plug: other adjustments__ ... .. ____________
38 Bonds, net, balance of paymentsbasis_ . ______ ... __________________....____._____
39 Newly issued in t .e United States
40 [07:1 1 Vo - Y
41 Latin America- ..o ooooceao oo
42 Other countries______ ..
43 Internationa) . ..o eeeiceicaias
44 Redemptions of U.S.-held foreign bonds ...
45 Other transactions in outstanding bonds 6.
46 Canada__ .. __
47 Western Europe ... oo
48 JaDaN . i
49 L6717 PSP

50 | U.S. securities other than Treasury issues, net foreign purchases (--), balance of payments basis

(table 2, line 49, or lines 54461 below) . i iiiiiiiiiiiial 2,190 304 374 720 792 559 196 564
51 stocks, met, Treasury basis . .o e 623 -97 —-133 381 478 73 -6 231
52 plus: exch of stock ted with U.S. direct investments abroad. 79 12 Al 19 6 F: 2 PO,
53 plus: other adjustments__ . _ e —5 -1 -2 s 25 PR (SRR [SUIPU (O
54 Stocks, net. balance of payments basis_ . 697 —86 -9 386 491 79 -3 231
56 Canada._ .. ... -8 —93 2 8 76 —16 —35 -3
56 Western Burope & e e m e 554 —21 =77 326 325 55 -15 174
57 Other . e 151 28 -19 52 20 39 47 59
58 bonds, net, Treasury basis 5 __ . e eeemae 945 308 208 285 208 348 -1 175
59 plus: proceeds obtained by U.S. parents from securities issued by Netherlands Antilles
finance subsidiaries. . o ... eeacaeann 468 77 188 114 89 132 201 188
60 plus: other adjustMents . . o oo e 82 5 72 —& b {7 1 I . 20
61 Bonds, net, balancé of payments basis_ . _____._ ... .. . ... ___...._____... 1,493 390 468 334 301 481 200 333
62 New issues sold abroad by U.S. eorporations 7. .. ... 822 163 267 193 199 317 263 181 -
63 of which denominated in: Dollars_ .. ....... 611 127 238 136 110 300 200 132
64 : German marks i S P N, 27 27 oo -1 2 SR
65 Nonguaranteed U.8. Government agency bonds, investments by Internationa land regional
OrganiZations. . i eees 324 94 94 86 50 128 —49 27
66 Other transactions in U.8. bonds. . ..o 347 133 107 65 52 36 —-14 126

? Preliminary. *Less than $500,000(L). n.a. Not available.

1, Acquisition of capital stock of existing and newly established companies, capitalization
of intercompany accounts, and other equity contributions.

2. Total and partial sales and liquidations of capital stock and other equity holdings.

3. Includes security issues placed with interests in the United States other than the parent,
the amortization of these security issues, and verified transactions of non-reporters not classi-
fied by type of transaction.

4. Mining and smelting includes the exploration and development of mining properties,
the extraction of raw ores and the processing necessary for basic refined metals. Petroleum
includes the exploration, development, and production of crude oil and gas, and the trans-

portation, refining and marketing of petroleum products exclusive of petrochemicals. Manu-

facturing excludes petroleum refining and the smelting operations of mining companies.
“QOther’” industries includes all industries except those previously listed, the major ones
being agriculture, public utilities, transportation, trade, insurance, finance, and services.

5. As published in Treasury Bulletin. .

6. Redemptions measure scheduled retirements and identifiable premature retirements of
tlIl.iS.-helld foreign debt securities. Unidentifiable nonscheduled retirements appear in line 45 of
this table.

7. Securities newly issued by finance subsidiaries incorporated in the Netherlands Antilles
are included to the extent that the proceeds are transfrered to U.S. parent companies.

NoTE.—Detalls may not add to totals because of rounding.
Source: U.S. Department of Commerce, Office of Business Economics.



48 SURVEY OF CURRENT BUSINESS December 1971
Table 7.—Claims on Foreigners and Nonliquid Liabilities to Private Foreigners Reported by U.S. Banks and Nonbanking Concerns
[Millions of dollzrs]
1970 1971 Amounts
(Credits (4); increase in U.S. liabilities or decrease in U.8. assets. Debits (—); de- outstand-
Line crease in U,8. liabilities or increase in U.S. assets.) 1970 ing
Sept. 30,
I | 11 ‘ III l v Ir IIr IiI» 1971
A. Claims reported by U.S. banks:
1 Long-term (table 2, line 41) el 183 24 49 22 88 31 —174 —212 3,430
2 Short-term, nonliquid (table 2, line 42)_.______ . ... —1,015 13 —461 275 ~842 102 —364 —527 10,363
3 Payable in dollars_ . ____ ... —923 4 —457 280 —750 32 -37 ~519 10, 266
By type:
4 L0ANS - - e 240 —12 —26 86 192 43 —401 —446 3, 855
5 Acceptance credits. . _ —764 158 —243 231 ~910 —65 73 ~80 4, 040
6 Collections outstanding —399 —142 —188 —37 —32 54 —~43 7 2,371
By area:
7 Canada. .. ..ol =51 26 —47 24 —54 —=51 —36 40 436
8 Western Europe 1. - 3 —50 2 2 49 -251 —~210 144 1, 392
9 Japan_____.._. —467 142 =221 179 —567 404 —-33 —399 3,811
10 Other . il —408 —114 —191 75 —178 =70 —92 ~304 4, 627
11 Payable in foreign currencies_ . ... __._____.__ ... ... ... [ —-92 9 —4 -5 —92 70 7 -8 97
12 Of which Canada.___ e —83 1 1 -9 —76 61 16 =5 21
13 Short-term, liquid (table 2, line43) ... ... —19 240 135 -6 ~218 10 27 —358 1,546
14 Payable in dollars._ il —-76 148 —87 2 —139 -7 35 —249 961
15 Of which Canada. ..o —36 97 —67 9 —75 39 14 ~—131 438
16 Payable in foreign currencies_ _ ... ... —43 92 —48 -8 -79 17 -8 —109 585
By type:
17 DepOSItS. . oo —40 52 —14 ~51 ~-27 27 -9 -107 481
18 B Foreign government obligations and commercial and finance paper._._..._.. -3 40 —34 43 —52 —10 1 -2 104
y area:
19 —87 50 ~50 —-15 -72 17 21 —28 231
20 44 42 2 7 -7 *) —29 —81 354
B. Claims reported by U.S. nonbanking concerns:
1 Long-term (table 2, line 44). . ... —577 —381 13 —129 —54 -32 -9 19 3,190
2| Shert-term, nonliquid (table 2, line 45)__._______________________.____._______.___.__. —360 —54 —42 17 —281 —62 —157 —180 3,643
3 Reported by brokerage CONCeINS_ .. ...l -1 58 38 ~21 —76 —35 14 —21 320
4 Reported by others____._.____._.. —359 —112 -—80 38 —205 =27 —171 -159 3,323
5 Payable in foreign currencies. . _ 72 42 12 66 —48 —4 -3 n.a n.a.
6 Payable in dolars______._._____ —431 —154 —92 —28 —157 —23 —168 n.a. n.a.
7 anada_._________ .. ... ________ -39 —42 14 11 —22 —13 5 n.a. n.a.
8 United Kingdom______...___._.__ —64 -20 -15 —40 11 7 -12 n.a. n.a.
9 European Economic Community. —39 —22 —15 22 ~24 —-10 ~16 n.a. n.a.
10 —~74 —40 -1 -9 —14 =7 —20 n.a. n.a.
11 —215 —30 —65 —-12 —~108 ™ —125 1n.4a. n.a.
12 Short-term, liquid (table 2, line 46)_.__________________..___ ... 361 -3 —99 61 402 —351 -17 —88 1,612
13 Payable in dollars. . .. 385 —51 —35 141 330 —330 30 —64 1,165
By type:
14 Deposits (of major U.S, corporationsonly)_..________________________________ 357 -26 —47 150 280 —316 53 —43 974
15 B Other claims (of major U.S. corporationsonly). .. ... .. ... ____...._... 28 —25 12 -9 50 —14 —~23 ~21 191
y area:
16 Canada 145 203 —32 7 —33 52 —-12 —101 339
17 287 -—207 60 92 342 —333 90 114 481
18 —47 —47 —63 42 21 —49 —48 -77 345
19 Pzg'able in foreign currencies.... .. e e e e ——an —24 48 —64 —80 72 -2l —46 —24 447
y type:
20 Deposits. .ol 11 25 —15 -~66 67 3 —70 —-38 340
21 B Other claims (of major U.S. corporations only). . oo oo oo oooiooos -~35 23 —49 —14 5 —24 24 14 107
y area;
22 Canada_ .. -39 16 —29 —66 40 —8 21 —-13 159
23 Other. . e 15 32 —36 —14 32 -13 —67 —-11 288
Memorandum:
U.8. dollar deposits in Canadian Banks;
24 As reported by major U.S. corporations other than banks (included in line B.14). ... 122 163 -380 31 —42 40 -18 —85 261
25 As reported in Canadian banking statistics ... ... . ... ... 84 57 38 —58 yeg 46 81 —173 752
C. Nonliquid liabilities to private foreigners reported by U.S. banks:
1 Long-term (table 2,line 52) . _____._.__._. 16 7 19 22 -32 —152 -62 -77 712
2 Of which International and regional organizations —102 2 —44 15 —75 —159 —73 —84 473
D. Nonliquid liabilities to private foreigners reported by U.S. nonbanking concerns:
1 Long-term (table 2, line 50) . .. ... . e 1,153 79 343 227 504 142 36 —85 3,603
2 Short-term (table 2. line 51) ... .. 830 93 166 209 362 —256 —70 157 3,467
3 Reported by brokerage coneerns._.__. .. ... . __.______.__..___. R —85 —66 —34 —43 58 162 -9 —87 332
4 Reported by others. _________ ... R 915 159 200 253 304 —418 21 244 3,135
5 Payable in foreign currencies. R -17 44 36 9 —105 —~15 49 n.a. n.a.
6 Payable in dollars. R 932 115 164 244 409 —403 —28 n.a. n.a.
7 anada. ..o - -2 -10 2 5 1 -17 —11 n.a. n.a.
8 Western Europe !_ N 702 130 88 139 345 —350 —25 n.a. n.a.
9 Other e 232 -5 74 100 63 —36 8 n.a. n.a.

* Revised. » Preliminary. *Less than $500,000. (&£). n.a. Not available.
1. Includes United Xingdom, European Economic Community and other Western

European countries.

NotTe.—Details may not add to totals because of rounding. .
Source: U.S. Department of Commerce, Office of Business Economics.
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Table 8.—U.S. Liquid Liabilities to All Foreigners, Nonliquid Liabilities to Foreign Official Reserve Agencies, and U.S. Official
Reserve Assets, Net

[Millions of dollars)
1970 1971 Amounts
(Credit (4): increase in U.S. liabilities or decrease in U.8. assets. Debit (—): de- outstand-
Line crease in U.S. fiabilities or increase in U.S. assets.) 1970 ing
Sept. 30
I 1§ I v Ir jig) L » 1971
1 | Liquid liabilities to all foreigners (table 2, lines 56, 57)__________________._________...___ 1,377 1,072 408 836 —939 2,243 5,912 9,361 60,754
2 Liquid liabilities to private foreigners (table 2, line 66) . ._....._....._....__._.______ —6,242 | —1,692 —131 | —1,213 | —3,206 | —2,534 124 | —2,121 18, 084
3 To foreign commereial banks. . aelii. —6,507 | —1,683 —196 | —1,145 | —3,483 | —2,885 71| —-1,905 12, 447
3a Seasonally adjusted . ... oL —1,868 —44t | —1,816 | —2,888 | —8,065 92| —2098 | ___.__..
4 To foreign branches of U.S. banks ... __ . .. —1,291 —187 1 —1,6%28 | —8,872 | —1,906 461 —1,680 2,729
5 0 OlReTS . el —392 -39 378 -~111 —980 25 —275 9,718
6 Demand deposits. . .. - e -—2,042 115 —677 -1,779 -~3,908 —896 —100 7,472
7 Time deposits 2 ... ._______._.__ —40 -100 44 —~ 569 —476 —230 113 762
8 U.8. Treasury bills and certificates 1__ 1 5 -3 -9 —4 2,006 —730 1,286
9 Other obligations Y23 _____ . 398 —216 —509 | —1,126 1, 502 —809 | —1,188 2,927
10 To international and regional organizations. .. .. . .. . ... . _____ 179 142 —124 82 79 279 198 155 1,479
11 Demand deposits_ ... e 7 24 -3 —10 —4 4 —13 32 92
12 Time deposits 2 72 48 —~11 16 20 8 66 —21 212
U.S. Treasury obligations:
13 Bills and certificates .. _.......__..... - —33 86 —137 -15 33 31 —78 -18 146
14 Bonds and notes__ - —25 ™) 2 -6 -21 115 2 12 155
15 Other obligations 23, e eceeoeas 158 —16 26 98 51 121 221 150 874
16 To other private foreign residents and unallocated . ___________ . _____..______... 86 —151 189 —150 198 72 —145 —-37 4,158
17 Demand deposits.. 24 57 2 -116 81 38 34 —-183 1,577
18 Time deposits 2. —94 —186 76 —54 70 ~25 —-34 —125 1,710
U.S. Treasury obligations:
19 Bills and certificates_. 24 —18 32 -7 17 4 —49 -1
20 Bonds and notes.__ . 110 —53 60 31 72 33 —25 —58 515
21 Other oblgations 2 3. el 49 19 —4 —42 22 -7 -4 271
22 Liquid liabilities to foreign official agencies (table 2, line §7y..______________________ 7,619 2,764 539 2, 049 2,267 4,777 5,788 11,482 42,670
23 'To central banks and governments_ ... ... ... ... 2,288 4,784 5,799 11,486 42,126
24 Demand deposits. s 260 —73 —116 —15 1,448
25 Time deposits 2. . —873 —310 8 128 2, 380
U.8. Treasury oblig: :
26 Bills and certificates. . il 3,213 4,801 2,201 7,496 28,013
27 Payable in U.S. dollars_ ______ 3,213 4,649 2,181 7,768 27,856
28 Payable in foreign currencies_ ... =64y =84 || 258 20 —262 158
29 Bonds and notes, marketable.____.___.__.__ 73 -3 87 636 1,015
30 Bonds and notes, nonmarketable, convertible *) *) 3,023 2, 602 6,054
31 Payable in U.S.dollars_ .. i it e 8, 000 2,000 5,
32 Payable in foreign currencies._ . *) * 23 602 1,064
33 Other obligations 23, . ... ... —239 369 596 639 3,216
34 To International Monetary Fund 4_ ... .. .. ... —453 =9 | —423 —21 -7 ~11 —4 544
35 | Nonliquid liabilities to foreign official reserve agencies (table 2, lines 63and 54). - _.__ -2715 ~413 508 —238 —~133 —204 —164 —176 3,220
36 Reported by U.S. banks 5 (table 2, Yine 83) - . ___ . ... -810 —154 —235 —233 —188 ~202 —160 —-173 160
37 Reported by U.S. Government (table 2, ine 54) ... . .. ... ... 535 —259 743 -5 55 -2 —4 -3 3,060
38 Nonconvertible U.S. Treasury securities issued:
39 To Italy in connection with military purchasesinthe U.8._____.____.________. ~111 -14 —89 -3 el 1 PN S, -1 23
To Canada:
40 In connection with Columbia River powerrights. ... ... . __.___..___. =30\ . =30 |||l 24
41 L USRI 1, 190 300 800 | . _..._. 90 e 2, 265
42 T0 GerMIaNY - . o e —542 =542 ) 542
43 To other countries .. .|l R 167
44 Export-Import Bank obligations. _ ... .. . . ... —4 -2 (&) -2 -2 | . -2 10
45 U.8S. Treasury obligations to Germany to be liquidated against U.S. claims_.... 32 ... 82 | | —4 28
46 | U.S. official reserve assets, net (table 2,1ine 58). ... __ . _____._...... 2,477 —386 1,022 801 1,040 145 838 1,373 12,131
47 Gold (table 2, line 59) - ... 787 —44 14 395 422 109 456 300 10, 207
48 SDR (table 2, line 60) _____________.__ —851 -920 —37 —34 140 —592 196 150 1,097
49 Convertible currencies (table 2, line 61)_._ 2,152 831 818 34 469 373 —66 72 250
50 Gold tranche position in IMF (table 2, line 62) 389 —253 227 406 9 255 252 851 577

? Preliminary.  ~ Revised.  * Less than $500,000 (+).

1. Through April 1970 data for foreign branches of U.S. banks are estimates which were
derived from weekly and daily figures compiled by the Federal Reserve System. Beginning
in May 1970 these data are reported monthly by U.S. banks and include custody items held
by reporting banks on behalf of their own foreign branches. Included in the custody items
are special Export-Import Bank and Treasury securities held for foreign branches. As of
September 30, 1971, there were $1.1 billion of these special Treasury securities outstanding.

2. With maturity of 1 year or less; negotiable certificates of deposit with a maturity of 1
year or less are included with ‘“‘other obligations.”

31. Includes nonguaranteed U.S. Government agency securities with a maturity of 1 year
or less.

4. Includes liabilities of U.S. monetary authorities for gold deposited by and held for the
IMF and includes U.S. Treasury obligations obtained from proceeds of goid sales by the IMF
to the United States to acquire income-earning assets. Upon termination of investment,
the same quantity of gold can be reacquired by the IMF. 3

5. Includes, in addition to foreign official reserve agencies, other foreign official agencies.

Norte.—Details may not add to totals because of rounding.
Source: U.8. Department of Commerce, Office of Business Economies.
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Table 9.—U.S. International
[Millions
United Kingdom European Economic Community
Line (Credits +; debits —)! 1979 1971 1970 1971
1970 1970 -
I I 111 v Ir IIr | Iil» I I juns v Ir IIr | III»
1 | Exports of goods and services 2 967 1,106 978| 1,239 1,033 998 990| 11,125 2,653 2,923 2,738 2,811 2,879 2,974| 2,858
2 Merchandise, adjusted, excluding military 3__._______. 2, 518, 584 681 586 667 691 562 558| 8,369 1,989 2,2471 1,991 2,142 2,061| 2,110{ 2,089
3 Transiers under U.S. military agency sales contracts. . 177 31 49 16 81 9 48 41 270 41 118 43 68| 177 178 173
4 Travel 51 9 13 20 9 13, 14 21 166 28 47 50 41 32 52 55
5 Passenger fares____ 70, 12 18, 27 13 13 17 26 95 16 24 36, 19 19| 25 37
6 Qther transportation________________.____ 305 68| 82 85 70 68| 87 91 485 105 129] 137 113 114 139 146)
7 Fees and royalties from unaffiliated foreigners. 67 17 17 17 17 17| 17 17 168| 42 42| 42 42 51 51 51
8 Other private services.............____...._ 92 23 23 23 23 26 26 26 118| 30 30 30 30, 35 35 35
9 U.S. Government miscellaneous services.._._____.__.. 18 5 4 5 4 4 4 5 27 8 6 8 6 9 14 8
Receipts of income on U.S, investments abroad:
10 Direct investment fees and royalties._.__..__________ 249 48 68 60 73 55| 65 66 393 87 101 95 110 104 120 1044
11 Direct investment interest, dividends and branch
eArMINgS 4 e eeieaas 375 88 68| 82 136 88 93, 90 774 246 102 2411 186 225 200 104
12 Other private assets___ 200 52 56 48 45 41 49, 45 169 41 44 42, 43 39 39 39
13 U.8. Government assets 167 30 28 9 100 8 17 3 90| 21 33 24 12 14 12 19
14 | Transfers of goods and services under U.S. military grant
programs net * [ T PR, *) ®*)
15 | Imports of goods and services._ _ .____._._._._____________ —4,715{—1,154} —1,230|—1,198| —1,134| —1,029| —1,281( —1,323( —10,607| — 2,337( —2,690| —2,820( —2,760| —2,766( —3,184( ~3,474|
16 Merchandise, adjusted, excluding military 3 -1-2,216) —541 —553] —515 —607] —557| —682) —699| —6,651(—1, -1, —1,641|—1, -1, -1,997|-2,122
17 Direct defense expenditures. ___.___.__._. —228| —66] —53| —53) —56| —63] —60] —69) —1,285; —288] —328| -—330| —340) --338) —371| -—377
18 Travel . . —293 —23 —98| —126) —46 —20; —115 -—140 —542 —48| —162f —261 =71 =51 —175 —285
19 Passenger fares. ... —282 —48| —93 —90, =51 —42| -101 —87 —395 —71{ —119| —145 —60, —63| —134] —139
20 Other transportation___. —272 —63] —68 —73 —69 —68) —78| —83 —446| —104] —111| —117| —114| —114| -—12 —142]
21 Fees and royalties to unaffiliated foreigners. —38 -9 -9 -9 -9 —10 -10| -10 —54 -14 —14 —14 —14 —15] —-15 —15
22 Private payments for other services —215 —54 —54 —54 —54 —58| —58 —58 =51 —13 —13 —13 —-13 —14 —14 —14
23 U.8. Government payments for miscellaneous services... —14 -3 —4 —4 -3 -3 -3 -5 -7l ~17 —19 —18 -17 —17 —19] -21
Payments of income on foreign investments in the
United States:
24 Direct investment fees and royalties_ - ._._.____.____ —19 —6) —6 —4 -3 -5 —2 —2 -2 * =2 (* ~1 -1 -1 -1
25 Direct investment interest, dividends and branch
eArMINgS 4 L iieiimameea-- —164] —55 —33 —~37 —~39 —60 —35) —35) —132] —35 —29] —34 —34 —32 —26 —42
26 Other private liabilities_ b o—937| —2770 251 —223] —185( —123 —89 —92 —585( —153| —142| —143] —146] —136; —128| —129
27 U.S. Government liabilities_ _____________.___..___ ___ —37 -9 -8 —10 ~—11 —22 —48 —45 —393 —=51 —89| —105 —149] —150| ~—178] —188
28 | U.S. military grants of goods and services, met_ . ______ | _____ ) i | ]|l * *) oo *) [0 T ORI ORI NN
29 | Unilateral transfers (excluding military grants). net._____ —49 -9 —14 —13 -4 -1 —14 —12 —21 4] —6 -9 9 8 1 -3
30 U.S. Government grants (excluding military). .. | SRR SRS PSS (NI PSR PN RN R, *) (&0 T P *) (G0 JINR PR P
31 U.8. Government pensions and other transfers. - —22 —4 —6 -5 —6 —6 —7 -7 =107 -—-23 271 30 271 —27| 33 —32
32 Private remittances and other transfers.____..._.._.___ —28| —4 -8 -8 -7 —6 -7 —5 87 27 22 20, 18 35 33 30,
33 | U.S. Government capital flows, net..____________.____.____ 131 -4 62 —11 95 —43, 80 1 165 2 125 45 -7 ~10] 69 10
34 Loans and other long-term assets_..__________ - —52 —10 —~17 —18 -7 —38 11 -8 —67 —22] —14 —15 —16 —27 =31 =27
35 Foreign currencies and other short-term assets, net....{ ~11 -5 19 7, —32 —8 32 6 151 5{....._. 16 —6 —4 —9| —15
Repayments on credits:
36 Schedrrled. ... .. 193|.oo-_. 59) ... 134 3 60, 3| 118 19 40 44 16 22 36 52,
37 Nonscheduled 8 ___________ RO NN PEUIUUEE SRS RN 99| 217 R, PN b1 P
38 | U.S. private capital Fows, net.. —498| —567 —72| —133 273| —-732| —-173 208| —1,235| -—680| —445| —273 163| —610| —647 —450
39 Direct investments abroad ¢ —642| —352) -150| --102 —38| 257 —92| —109 —971] -476| —410 —262 177| —570) —444] —380
40 Foreign securities_ __.___.. —175) -7 -7 —128| -33 —38| —61 —-11 48 51 34 —6 ~31 -5 5 31
Claims reported by U.S. banks:
41 Long-term —4 -1 2 2 -7 —~40) -1 ~14 52 —25 —4 -5 —18| —-23 —42] —46
42 Short-term, nonliquid. 13 —40 37 13| 3 =72 —70 66 19| 7 —35 —30 77 —36 —82] 14
43 Short-term, liquid 16 30 —22 5 3 —4 —-10 11 10| 42 12| M —44 20] —12] —63
Claims reported by U.S. nonbanking concerns:
44 Long-term_____________ . 6 -7 -2 4 11 -8 3 3 —265| —283 —~16 -6 40 16 7 -3
45 Short-term, nonliquid- - —20 8 10 -—22 —16| 200 -—156 141 —~36) 11 —14] 23, 56 ~—17| —16] -16
46 Short-term, liquid_.._______________________________ 308 —198 61 95 350, —333 73 120 12 -7 -12 13, 18| 5 —63 14
47 | Foreign capital lows,net________________________________ —3,845( —970( —190 224|—2,910] —755| 1,305 429| 8,576 823 1,612 2,979 3,163] 2,758 653| 1,420
48 Direct investments in the United States 4 512, 326 -22 166 42 —42 —19 170 109 =21 89, 11 30 79 -27 48
49 U.S. securities other than Treasury issues 253 128 —95 119 101 68 40 167 887 78 247 242 320 191 119 165
U.8. nonliquid liabilities to private foreigners reported
by U.8. nonbanking concerns:
50 Long-term 773 39 134 242 358 —49 40 —48 133, 51 136 —~66 12 91 —56 -8
51 Short-term. . 487 156 118 20] 193 -59 —14] —19, 207 -5 7 55 150 —202 —42 108|
52-53 Long-term ljabilities to all foreigners reported by
U8, banks. o eieeiceeas -9 1 1 1 -12 9 —321 (M 127 14 56 2| 55 -7 52 1
Nonliquid liabilities reported by U.S. Government:
54 To foreign official reserve agencies. . —3 ] P —4 -1
55 To other official and private foreigners..... . 12 53, 15| —147 ~13| ~149
56-57 | U.S.liquid liabilities to all foreigners_____._.._ _..._... —5, 749 2,685 2,586| 2,754  624| 1,257
58 | Transactions in U.S. official reserve assets, net 1,847 433 158, 25 331 251
59 | Gold. ...l 20 189 25 392] 101
601 SDR. ...l e e e e e e e e e e N e e e
61 Convertible currencies. ___.. 1,847 413 - ™ —61 60,
62 Gold tranche position in IMF .. oo oo o e e e
63 | Allocations of special drawing rights (SDR) ___ . .} oo )emmooo oo oo e e e e e e
64 | Errors and omissions, and transfers of funds between
foreign areas, met. ... _________ ... ____..____._.____ 2,841) 288 42]  529| 1,982] 1,232 —917| —293 —8,538 67| —1,994] —3,003| —3, 518| —2,284| —197| —612

Footnotes at end of table.
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Transactions, by Area
of dollars]
Other Western Europe Eastern Europe Canada
1970 1971 1970 1971 1970 1971 Line
1970 : 1970 1970
I i g I { Iv I IIr | III» I II mMr | IV | Ir | 1X- |IXID» I I I v Ir Ir (112
4,979 1,254 1,257| 1,147| 1,321] 1,352] 1,309) 1,183} 419 105 101 99| 114 1290 104| o4 12,491 3,065 3,369 3,035 3,022| 3,283 3,725| 3,417 1
3,287) 852 837 726 872] 895 843 88 9,044 2,256! 2,520 2,100{ 2,159) 2,459 2,845 2,448 2
152 44 35 26 47 27 47 35 6 13 10, 7 18 16 14 3
101 21 27 30, 23 17 30 885 190 236 315 144 216] 238 311 4
49 9 13, 16 11 10, 14 8 2 2 3 2 2 2 3 5
595 134 155 162]  144f 139 167, 4 191 42 46 52 52 48 55 59 6
35 9 9 9 9 9 9 1 30 8 8 8 8 8 8 8 7
70 18] 18 18 18 19, 19 8 .14 31 31 31 31 36 36 36 8
91 17 16 25 33 26 19 * 7 1 1 3 2 1 2 2 9
140| 31 38, 33 39| 29 b 15 I > AR JEVRUPR PR SO PRSPPI R R 387 82 84 95 88| 96 100! 10
229 67 50 49 700 126 [52¢] E* FSN SN DO PR MR HN N 972| 254/ 204] 211] 303] 195 212} 224 11
131 32 35 31 33 31 33 7 2 2 2 2 1 1 1 836| 1951 2151 207 219] 214 215] 214} 12
99 22 26 28 23 24 23 8 1 1 5 1 2 1 E 1 ™ *) | ™ 1 ™ 13
231 55, 85 32 59 93 [ BN - IORPRRRPAN SPRRRRPION PRORRPIOU PROROURRR PRSUPRUPIoN PRPUPRUPIN PRRUPRIN DU RIS SRRUOIUIO FRPRIUIN SIPRII) RPN BRSPS DU AU, i4
—4,872{—1,101] —1,287| -1, 325! —1, 160| —1, 136! —1, 423| —259| —64f —e3| —87] —65| —64| —78/ —83|—12,999|—2,941(—3,345(—3,398|—3, 315{~3, 253|--3,812{3,859] 15
—2,408{ —571| —604| —576| —657) —647] —721 —218) 59| —&2] —49 B8] —57| —65] —61/—10,720|—2, 565{~2, 801 —~2, 520{—2, 834 —2, 860(—3, 286(—2,972 16
—281 71| —64 —66] —60] —75 —64 -1 ™ ) =1 -1 =1 = —~253| -6l =72 — —60| —52| -—49] —40 17
—476] —54| —148| —226] —47 —56 18
—265| —40/ —101| —82| —42] —38 19
=512 —117| —126] —138] —130] —124, 20
~13 -3 -3 -3 =3 —4 21
~30) —8 —8 —8 —8| —9 22
~57 -11] —14( -—16] -—16; -—11 23
—-21 -2 —b -7 =7 -2 =2 (G0 T P (60 T PSR IR SO U —62| —14{ -—15 18] 17| -16] 15| 15 24
~67] ~—16| ~17] —15] —19( —16] —20] —28|. | |eciiifn e oo —39; ~11] -8 -8 -17] -211 10 -10 26
—647| —177| —170] —159] -—142| —~126} —119 -1 ® ™ * *) ™M1 ®m{® —378( —103f —91 —92| —93 —72{ —61| —621 26
—117| -3 -—27] -—30;, -—28 —28 —31 *) * *) ™ *) ™l M| ® —174] —30 —48 50 —50| -—50 —49| —b1 27
—2311 55| —s85 —32 59 —931 —e8] —55|. ... | oo feoo e B SRR SRR PN IO AR R 28
—~247| -85 —64] —65| —63f —60{ —73 —30 -6 —6 ~8 -—100 -6, -9 -5 —88 -—11| -22] -—33| -—22[ -—19} 28 —42 29
~29 —~8 -7 -6 —8 —6 -8 ~9 -1 -1 -3 | IS Y I G0 T PP (SR (RSO SN A IO S I 30
=91 —19] 24 —24] —24{ 24 —29 —8 -2 ~2 -2 =2 =2 =2 =8 —53 —11| 140 13 —14 -—14f -16f —16] 31
—128) 28| —33] —36 —32 —30[ —36 -13 —4 -3 —3 —4 -3 -3 -2 =3Bl ® -8 —20 -7 -5 -1} =27} 32
—o4f —49] —35 13] 23| -16| —47 6 3 -5 10 =2 -6 13 -7 —4 1 -2 =2 —10 -3 -2/ 83
—262; —80[ —75 —40| —67| -—70| —98| —48 —10| -—15 -—13 -—11] -19 -—21f ~11f -—10 -3 -5 -1 -9 -7 -2 3
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Table 9.~U.S. International
(Millions
Latin American Republics and other Western Hemisphere Japan
Line (Credits+-; debits—)1 1970 1970 1971 1970 1970 1971
I II IIT v Ir IIr IIT» I I I v Ir Iir I »
1 | Exportsof goodsand services2 _________________._________ 10,395 2,452 2,707| 2,565| 2,672 2,503 2,682 2,729 5,914| 1,422| 1,441| 1,489 1,561 1,457 1,352] 1,304
2 Merchandise, adjusted, excluding military 3 | 6,494 1,502 1,637 1,594 1,761 1,595 1,644| 1,795 4,648 1,106{ 1,128 1,176 1,238 1,093 1,003 930
3 Transfers under U.S. mlhtary agency sales contracts. . 41 10 11 1 8 9 9 25 6 4 10 5 7 5 13
4 ravel . L eiiiiiiiiios R 879, 198 233 227 221 197 225 240 101 21 26 27 27 27 35 40
5 Passenger fares____. 156! 33| 41 47 35 38| 41 37 70 15 17 18 20 21 24 34
6 Other transportation. . 360 80) 93 97, 89 84 95 104 303 69 78 82 74 71 82 86
7 Fees and royalties from 48 12| 12 12 12 13 13 13 201 50 50, 50 50, 63 63 63
8 Other private services. . _.._.._.__. . ... .. 232 57 58 59 57 64| 65 66 36 9 9 9 9 10 10 10
9 U.8. Government miscellaneous services 67 16 17 16 17 17 19 15 23 4 4 7 8 11 7 14
Receipts of income on U.S. investments abroad:
10 Direct investment fees and royalties_ ... _..__..__... 321 75 89 78 79 74 91 7 87 22 24 22 20| 18 32 27
11 Direct investment interest, dividends and branch
earnings 4 1, 081 301 329 254 197| 251 302 226 94 36 18| 9 32 57 23 15
12 Other privete assets._ .. 553 132 142! 135 144 131 131 119] 297 77 75 72| 73 71 61 64
13 U.8. Goverament assets 164 354 45 32 51 31 48 29 29 7 8| 7 6 9 8 7
14 | Transfers of goods and services under U.S. military grant
programs, net ________________________.____________._.... 25 [} [ 6 7 7 7 6 [0 TR DU U B P PR (PRI PR
15 | Imports of goods and services.. . __._..._._________ —~8,407 —2,188(—2,148|—2,028 —2,043'—2,147!—2,182' —2,243 —7 415/ —1,619| —1,805 —2,021 —1,971!—1,957|—2,246' 2,111
16 Merchandise, adivsted, excluding military 3. —5,913 ~1, 522|—1, 529|—1,400 —1,462 —1, 524 —1,612 —1,629 —5,894 ~1, 268 —1,408 -1, 630 -1, 588 —1, 599 —1, 878 —1, 674
17 Direct defense expenditures....__.__.._____. —169 --38] —46! —4 —43| —41| -39 —36, —670 Z156) 2179 159, —177] —158] —150] —150
18 Travel .. —1,200 —340| —285| -—-298' —277| —340, —203| —320 -97 —14 —32 —36 —-15 —16 —24 —30
19 Passenger fares._.._ -70, =21 -18 —-16 —15 -19 —-18 —18 =70 —14 —17, —23 —16 ~13 ~12 -21
20 Other transportatlon U, —236: —54f —60| —63] —59 —60| —64( —73] 271 —63| —66; —71 -7 -1 -7 -1
21 Fees and royalties to un; reigners.. —4{ -1 -1 -1 -1 -1 -1 -1 - -1 -1 -1 -1 -1 -1 -1
22 Private payments for other services —164  —39| —43| —44, 38 —44] 48 50, —19 -5 -5 ~5 -5 —6 —~6 -6
23 U.8. Government payments for miscellaneous services..| —169] —41| —36| —45 —47| —41] -—40| —50| -21 -5 -5 -5 -6 -5 —4 -5
Payments of income on foreign investments in the
United States:
24 Direct investment fees and royalties. . .- oo |om oo oo oo —4 -1 -1 -1 -1 -1 ™ ™)
25 Direct investment interest, dividends and branch
AN . i ececcccemaaian 22 -5 6 —6 —6 -5 -5 -5 -17 -3 -4 —4 —6 -7 =12 -11
26 Other private liabilities —446 —125| -—121| -~109 -9 ~87 —53 —58 —261 —64 -85 -67 —66 -51 —46 —53
27 U.S. Government liabilities —14 ~3| ~3 —4 —4 -5 -8 -3 87, -—25 —24; -—19| -—20( 26/ 377 —89
28 | U.S. military grants of goods and services, net_.__________ —25 —6| —6 —6 -7 -7 -7 -8 * (G0 TN U IR RIS [N FPINN [
29 | Unilateral transfers (excluding military grants), net_....__ —522. —137 -132{ —118] —135] -132{ —139| —131 —43| -10| -~11 —11; -10 -9 -9 -—13
30 U.8. Government grants (exclding military). .. —262; —T1 —66] —59 —66] —66] ~71| —69 . || oo [mm oo emean | eeaeee
31 U.S. Government pensions and other transfers —43 -1 -1 -1 ~11 —13;] -—14! -—-13| -10 -2 ~3 -3 -2 -2 -3 -3
32 Private remittances and other transfers......_ —217| —585 —56{ —49] —57| —52| —54] -—49| -—33 -8 -9 —9 —8 -7 =71 -1
33 | U.S. Government capital flows, net__...._.._____.__._.___ —507; —121| —157| —100] —129] — 74| —100! —86 62 53 —23 8 23 =31 -2 84
34 Loans and other long-term assets. —844) —200| —245| -~172| -—228/ -~154| —191| —160, —161 —54| —48/ -—23, -—36, —81. —58 —29
35 Foreign currencies and other short-term assets, nef -6 ™ -5 ™ =1 -7 -1 9 1 5 2 2 3 ™M 4
Repayments on credits:
36 cheduled. ... .o iee___ 93 72 100, % 98 74 92 25 21 29 18 47 27 27
37 Nonscheduled 8 _ .. (& T IO PR [ PO 121 81| o |emmas 40) ... 29 82
38 | U.S. private capitalflows, net__________..__.____.__._____ —335| —304 —535 -15| —383 —630' —650 62 —279 199| —632 257 —293 —T754
39 Direct investments abroad 4. - —~168| —128; —170] —66] -—345| —205, 132 -—36; —50 9 =85 —41 -=31| -170
40 Foreign securities. .. .. .o oo eeeaes 2 —211 -95 18 2 1 31 10 22 5 —6| ~53] —139] -—20
Claims reported by U.S. banks: ]
41 Long-term _ ... ... 12 =7 -4 17 40 54 43| —1141 —26, 1 —5| =16 -6/ =10 —100] ~I
42 Short-term, nonliquid.._.____.___._.._______ | —-s877 51 —109 -1 —216 31 34| —129 —466 143, —221 179, —567 403 —46] —399
43 Short-term, diquid. - oo oo eees —11 15 2 -1 —~27f -39 -—23| —20 8 1 -3 3 7 5 26| —139
Claims reported by U.S. nonbanking concerns:
4 ort-term, nonliqu _ - - _ _ - - - - - - - -
46 Short-term, liquid- - oo —65 —50 %6 -4 15 80{ —102 { 6 1 2 4 —16| -5 5
47 | Foreign capital flows, net._____________ ... ____._ —-520 345 237] —936| —166| —~320 382 —463| 1,101 80 —26 54 993/ 1,045| 2,239 5,174
48 Direct investments in the Unites States ¢ . - 39 17 12 10 1 16 -5 4 3 -10 —47 -2 61 —=31 —69, —473
49 U.8. securities other than Treasury issues...._..._.____ 66 200 —36 16 67 22 13| 32 12 1 2 4 6 2! 13 21
U.S. nonhqmd liabilities to private foreigners reported
by U.S. nonbanking concerns:
50 Long-term 84 —8§ —6 19 79, 47| 14 —25 18|.._... 3 2 13 ) I 1
51 Short-term 106 ... 32 37 37 —18 -19 60 1 -1 ~18| 22 8 22 —4 18
52-53 Long-term liabilities to all foreigners reported by U.S.
................................................ —114] —42] -18 —01 37 -9 —42 —89] —269 —19 —60 ~—08 —92| —124| -132) -—118
Nonliquid liabilities reported by U.S. Government:
54 To foreign official reserve agencies....._____._.
55 To other official and private foreigners. _ -
56-57 U.8. liquid liabilities to all foreigners...._...__..._..._.
gg Transactions in U.S. official reserve assets, net_ _.
60
61 currencies. ...
62 Gold tranche position in IM
63 | Allocations of special drawing rights (SDR) _ ____..______ | . | o e e oo Yoo e e e fmm e e e e m e
64 | Errors and omissions, and transfers of funds between
foreign areas, met______ ____.__.___ % el 907| 54 —181 919, 223 186; —264 824 913 11 702 282| —83| —762|—1,041|—3,984

r Revised.  » Preliminary.  *Less than $500,000 (£).
1. Credits, +: Exports of goods and serv ices; unilateral transfers to U. S.; capital inflows
(increase in U.S. liabilities or decrease in U.S. assets); decrease in U.S.

official reserve assets.

Debits, —: Imports of goods and services; unilateral transfers to foreigners; capital

outflows (decrease in U.S. liabilities or increase in U.S. assets); increase
in U.8. official reserve assets.
2. Excludes transfers of goods and services under U.S. military grant programs.
3. Excludes exports of goods under U.S. military agency sales contracts identified in Census
export documents, and imports of goods included under direct defense expenditures identified
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Transactions, by Area—Continued

of dollars)
Australia, New Zealand, and South Africa Other Countries in Asia and Africa International Organizations and Unallocated
1970 1971 1970 1971 1970 1971 Line
1970 1970 1970
I II I 1A% Ir IIr | Il » I 1T 111 v Ir Irr (Il » I T 111 v Ir Irr [III»

2,475  573] 588!  685|  629)  595| 596/ 663 10,136 2,408 | 2,701| 2,353 2,675) 2,793! 3,159 1
1,581 350|391 433)  308| 423] 379 477| 5,671 1,376\ 1,488 1,329\ 1,478| 1,570/ 1,687, 2
168, 20, 22 89 37, 9 38 14| 612 98| 236 97| 181 220 281 3
41 8 1 14 8 7 11 15, 95, 15 24 33 23 17 26 4

48 10, 15 15 § 10 14 20 56, 9 15 21 11 i1 18 5

61 14 15 17 15 15 16 17 572|131 144  147) 150 137 145 6

24 6 6 6 6| 7 7 7 24 6 6 6 6 7 7 4 O I DR SN SR FUN U AR 7

36 9 9 9 9 10 10 10 179 45 45 45 15 50, 50 50| 163 41 41 41 41 47 I { 8
™ *) ™) ®* * @) *) 151 36 38 38 39 37 41 7.3 A PO R PR R PR U B 9

145 36 39 28 42 41 41 31 165 33 45 41 47 37 54 51 23 5 6 6 7 4 10
293 99 54 60, 80) 61 54 58| 2,034] 513]  514| 459  548)  557| 694 639 174 10 5 155 14| 145 16| 11

7

4
53 12 15 12 15 12 15 13 266 69 66 69 63 66 60 65 85 29 13 30 13 33 13/ 44 12
25 2 1 2 11 1 12 1 310 78 80 68 84 85 97 78 15 1 9| 4 1

........................................................ 358 86 131 52 88 110 115 7 e e I 14

—1,367| —339) —317| —370, —34L) —278] —364; —418/—7,7541—1,857'—1,932 —2,015 —1,950' —1,849' —2,1881—2,339) —915] —201] —204] —281 --229| —191| —193) 299 15
—1,125! —278 —257| —306] —284) —221| —302| —347 —4,725 —1,110 —1,157 —1,221 05

—48! 13 -—12° —12 —12 -9 —10 —9 —1,936, —491 —500 —490
—400  -11] -10, -1l -8 -5 -1y -14 -Z233] -4 -85 —sI
-85 —13 —14' 16 —12 -12 -—15| -18 —47| —8 11 I8
—34 —8 -9 -9 -8 5 -9 —9  —234 53 =59  —60
*) * ™l ® } *) ™ (@) * | ™ OIINVIING! |
—6 -2, -2 -2 -2 =2 -2 -2 -2 —6 —6 —6
—23 -5 —6 -5 -7t —b -7 —6| —247| —60| —61 —64
........................................................ -2 * * -1 -1 ® R | G YO PO AR PR I AN [P PN S 24
-1 * * *) *) ™ ™ * (G0 T P EA * Jea.. (6 T PR AN DO DSOS SN NN OIS MRS M 25
—25 —6 —6 -7 -6 =5 —5 —7| —-2371 —70 —64' —56 —47 —31| —23| 25 -—75 —20/ -—18 -—18 —18 —13 —13| —15 26
—~10 -2 -2 -3 ~3 -2 -3 -5 -—70| -19 -—18f -—18 —16 —11] -—11} —11| —121| —34| —30 —33 —24] —26/ —25| —30| 2
........................................................ —358) —86| —131| —52| —88] —110] —~115| —w44| ____ | ||| 28
—23 -5 —6 -5 -7 -6 -5 ~6|—1,971| —506) —499; —478] —488) —494| —592] —528/ —155| —35| —54) —27| —40. —BI| —30 —65 29
________________________________________________________ —1,283; —332| —311| —308 —332 —332] —417| —341| —155 —35 —54 —27| —40, b1 —30| —65 30
—4 -1 -1 -1 -1 -1 -1 -1 1251 -28 31| —33 83 =34 37| —7|...... .| 31
—19 —4 -5 —4 -8 =5 —4 —5| —563] —145) —157 —137' —124| —128] —138] —151| |- | |emeo|emome ool 32
-56| —16 10 -71 21 35 121 —23 —1,240' —308' —404' —252° -—275' —431| —645 —242 —53 -29| —I2 3l —15| -11] -9 —47| 33
—143 —19 —28 74 =21l 37, —29 —27 —1,640 —446 —462 —350 —382 —725 —836 —342 58| —32| 12| ._____ —15 —13| —9| -49] 34
1 ™ *) * 1 -1 -2 -1 —48 21 —66 6 -9 76 53 P N ISR S U IS N S, R 35
86 3 38 4 42 3 44 5 430 11| 113 90/ 16| 217|138 119 5 3o 3. I P— 3 36
________________________________________________________ 19 6 11 P D I AN B S 