54

July 2007

How BEA Aligns and Augments Source Data From the U.S. Treasury
Department for Inclusion in the International Transactions Accounts

Like most of the U.S. economic accounts produced by
the Bureau of Economic Analysis (BEA), the estimates
of financial-account transactions in the international
transactions accounts (ITAs) are based largely on source
data collected by other Government agencies—in this
case, by the Treasury International Capital (TIC)
reporting system of the U.S. Department of the Trea-
sury. The presentation of the adjustments undertaken
by BEA to align and to augment these data for inclusion
in the financial account can help data users reconcile
BEA’s financial-account estimates with the TIC data
that are available to the public on the Treasury Depart-
ment’s Web site and in the Treasury Bulletin.

The relationship between the estimates in the ITAs
that are prepared by BEA and the data from the TIC
reporting system are shown in tables 1-3. Table 1 pre-
sents the estimates of transactions in foreign long-term
securities; in U.S. long-term securities, excluding U.S.
Treasury securities; and in U.S. Treasury securities.
Table 2 presents the estimates of claims on, and liabili-
ties to, foreigners reported by U.S. nonbanking con-
cerns, and table 3 presents the estimates of claims on,
and liabilities to, foreigners reported by U.S. banks.

In tables 1-3, the numerous adjustments that BEA
makes to the TIC source data in order to align the data
with balance-of-payments concepts and to close gaps in
coverage are identified. In addition, examples of both
types of adjustments are presented below.

Aligning with balance-of-payments concepts. The
TIC data for gross U.S. purchases of foreign stocks and
bonds (table 1, line Al) include the commissions that

are paid by the U.S. purchasers to foreign brokers. In the
ITAs, payments of commissions to foreigners are treated
as payments for financial services, not as purchases of
securities, and these payments are included in the cur-
rent account, not in the financial account. Therefore,
BEA adjusts the TIC data for gross U.S. purchases by
subtracting an estimate of payments of brokerage com-
missions (line A3) from the data for gross purchases.

Similarly, the TIC data for gross U.S. sales of foreign
stocks and bonds (line A6) represent the proceeds from
sales less the commissions paid by U.S. sellers to foreign
brokers. To capture the total value of securities sold,
BEA adds an estimate of brokerage commissions (line
A7) to the TIC sales data.

Closing gaps in coverage. The TIC data for gross
U.S. purchases of foreign stocks and bonds do not fully
cover some transactions, such as acquisitions of U.S.
companies by foreigners who finance their purchases
through exchanges of stock. These stock swap transac-
tions may bypass the U.S. brokers and dealers who are
the primary respondents to the TIC survey on securities
transactions. When stock is exchanged, the U.S. persons
who previously held securities in the acquired U.S.
company receive shares in the acquiring foreign corpo-
ration, and the receipt of these shares should be
recorded in the ITAs as the acquisition, or purchase, of
foreign long-term securities.

In order to account for this gap in coverage in the
TIC data, BEA adds an estimate of security swap trans-
actions and other coverage adjustments (line A2) to the
TIC data.
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Table 1. Relation of Transactions in Foreign Long-Term Securities, U.S. Long-Term Securities Excluding U.S. Treasury Securities, and U.S.
Treasury Securities in the U.S. International Transactions Accounts (ITAs) to Treasury International Capital (TIC) Reporting System Data

[Millions of dollars]

Line 2004 " 2005 " 2006 °
Foreign Long-Term Securities
A1 |Gross U.S. purchases of foreign Stocks and DONdS, TIC ..ot st ens 3,275,961 3,872,378 5,819,375
2 |Plus: Security swap transactions and other coverage adj -6,467 24,595 40,740
3 |Minus: Brokerage commissions...........ccc.eeuune. 626 875 1,071
4 |Plus: Underwriting and private placement fees .... 1,400 1,818 3,646
5 |Equals: Gross U.S. purchases of foreign stocks and bonds, ITAs 3,270,268 3,897,916 5,862,690
6 |Gross U.S. sales of foreign stocks and bonds, TIC 3,123,119 3,699,986 5,572,234
7 |Plus: Brokerage COMMISSIONS ..........ceueenrnnienes 600 832 1,034
8 |Plus: Coverage adjustment for gross sales 0 0 0
9 |Equals: Gross U.S. sales of foreign stocks and bonds, ITAs.... 3,123,719 3,700,818 5,573,268
10 |Net U.S. purchases (-) or sales (+) of foreign stocks and bonds, TIC (A6 — A1) -152,842 -172,392 247,141
11 |Plus: Coverage adjustments ((A7 + A8) — (A2 — A3 + A4)) 6,293 -24,706 -42,281
12 |Net U.S. purchases () or sales (+) of foreign long-term securities, ITAs (A9 - A5) (table 1, lin€ 52)............cccccovrveverrcrrniininne -146,549 -197,098 -289,422
U.S. Long-Term Securities, Excluding U.S. Treasury Securities
B1 |Gross foreign purchases of other U.S. long-term securities, TIC 6,242,839 7,106,213| 10,142,332
2 |Plus: Security swap transactions and other coverage adjustments. (D) 11,034 2,009
3 |Minus: Brokerage commisSions.............ccc.eveeiunes (D) 2,490 2,451
4 |Plus: Underwriting and private placement fees .... . (D) 225 242
5 |Equals: Gross foreign purchases of other U.S. long-term securities, ITAS ............cocovvinrineneeee s 6,277,653 7,114,982 10,142,132
6 |Gross foreign sales of other U.S. long-term securities, TIC.. 5,678,462 6,432,785 9,201,788
7 |Plus: Brokerage COMMISSIONS ..........cuevrneeeercennnes 2,170 2,311 2,271
8 |Plus: Coverage adjustment for gross sales ...... 160,163 108,912 120,212
9 |Equals: Gross foreign sales of other U.S. long-term securities, ITAs 5,840,795| 6,544,008 9,324,271
10 |Net foreign purchases (+) or sales (-) of other U.S. long—term securities, TIC (B1 - 564,377 673,428 940,544
11 |Plus: Coverage adjustments ((B2 — B3 + B4) — (B7 + B8)) -127,519 -102,454 -122,683
12 [Net foreign purchases (+) or sales (-) of other U.S. long-term securities, ITAs (B5 - B9) (table 1, line 59 + 62 + 66).............. 436,858 570,974 817,861
13| Other U.S. Government securities, foreign official assets (table 1, line 59) . 41,662 100,493 191,553
14| Other foreign official assets (table 1, line 62).... 13,703 20,095 34,357
15| Other U.S. securities, other foreign assets (tabl 381,493 450,386 591,951
U.S. Treasury Securities
C1 |Gross foreign purchases of U.S. Treasury marketable bonds and notes, TIC 8,936,041| 10,051,249| 10,959,374
2 |Minus: Brokerage commissions and other fees...........c...rreririinciiisiieicnienenisssisssiin 581 675 505
3 |Equals: Gross foreign purchases of U.S. Treasury marketable bonds and notes, ITAs 8,935,460 10,050,574| 10,958,869
4 |Gross foreign sales of U.S. Treasury marketable bonds and notes, TIC 8,583,966 9,713,136 10,761,721
5 |Plus: Brokerage commissions and other fees .......... 581 675 505
6 | Plus: Coverage adjustment for gross sales .. 20,000 32,000 32,000
7 |Equals: Gross foreign sales of U.S. Treasury ma and notes, IT/ 8,604,547 | 9,745,811| 10,794,226
8 [Net foreign purchases (+) or sales () of U.S. Treasury marketable bonds and notes, TIC (C1 - C4).... 352,075 338,113 197,653
9 |Plus: Coverage adjustments (-(C2) - (C5 + C6)) -21,162 -33,350 -33,010
10 |Net foreign purchases (+) or sales (-) of U.S. Treasury marketable bonds and notes, ITAS (C3 = C7) .......c..cccovuenerreenerreennens 330,913 304,763 164,643
11 |Plus: Non-marketable bonds and notes -982 -682 79
12 |Plus: Short-term U.S. Treasury obligations 36,956 -58,940 -11,472
13 |Net foreign purchases (+) or sales (-) of U.S. Treasury securities, ITAs (C10 + C11+ C12) (table 1, line 58 + line 65) ............. 366,887 245,141 153,250
14| U.S. Treasury securities, foreign official assets (table 1, line 58) . 273,279 112,841 189,181
15| U.S. Treasury securities, other foreign assets (table 1, line 65) 93,608 132,300 -35,931
p Preliminary
r Revised

D Suppressed to avoid disclosure of individual companies.



56 How BEA Aligns and Augments Source Data July 2007

Table 2. Relation of Claims on and Liabilities to Unaffiliated Foreigners Reported by U.S. Nonbanking Concerns Except Securities Brokers in
the International Transactions Accounts (ITAs) to Treasury International Capital (TIC) Reporting System Data
[Millions of dollars]

Line 2004 | 2005 | 2006 °
Claims
(Credits +; decrease in U.S. assets. Debits —; increase in U.S. assets.)

A1 |Total claims outstanding, DEGINNING O YEAN, TIC .........ciuuiuimirieirieriiirs et ess st s8R 100,949 | 143,232| 144,950
2 [Total claims outstanding, end of year, TIC 143,232 | 144,950| 143,936
3|Change in claims, TIC (A1 - A2) -42,283| -1,718 1,014
4 |Minus: Valuation adjustments including unrealized exchange-rate gain or loss and other adjustments ... -10,617| 18,104 -13,075
5 |Minus: Break in series............ccccoounein 0 0 0
6| Plus: Financial intermediaries’ accounts 2.. .| -8295| -2,606| -9,670
7 |Plus: Supplemental source data *..... . |-129,176 | -42,113|-106,012
8 |Plus: Other coverage adjustments *. 45,000 24,938 18,062
9 |Equals: Claims on unaffiliated foreigners reported by U.S. nonbanking concerns, except securities brokers, ITAs (A3 - A4 - A5 + A6 + A7 + A8)

(R T, TNE 53) ... veeoeeeeeeeeeseeis ettt et e et et E e85 8 485888888 £ £ £ E 1SR £ R AR R AR Rk -124,137| -39,603 | -83,531
Liabilities

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

B1 [Total liabilities outstanding, beginning of year, TIC .. 73,935 92,009 76,710
2 |Total liabilities outstanding, end of year, TIC. 92,009| 76,710 92,376
3|Change in liabilities, TIC (B2 - B1) 18,074| -15299| 15,666
4 |Minus: Valuation adjustments including unrealized exchange-rate gain or loss and other adjustments ... 5844 -9,596 9,605
5 |Minus: Break in series..................ccccoeues 0 0 0
6| Plus: Financial intermediaries’ accounts 2.. 6,214 9,873| 34,429
7 |Plus: Supplemental source data *..... .| 71,813 59,205 132,629
8 |Plus: Other COVErage aUJUSTMENTS 5..............iiiiimiiiriiriieiesis st s ees etk 3,265 -31,571| 62,650
9 |Equals: Liabilities to unaffiliated foreigners reported by U.S. nonbanking concerns, except securities brokers, ITAs (B3 - B4 - B5 + B6 + B7 + B8)
(AD1E 1, TN B8) ...ttt £ £ 88848888 RSt 93,522 31,804| 235,769
p Preliminary 3. Includes supplemental transactions from the Bank of England, the Bank for International Settlements
r Revised (BIS), and the Federal Reserve Board.
1. Includes unrealized gains or losses only on foreign-currency-denominated assets and liabilities. 4. Includes supplemental insurance transactions and adjustments to avoid double-counting U.S. claims on
2.Financial intermediaries’ accounts represent transactions between firms in a direct investment relation- foreigners.
ship (that is, between U.S. parents and their foreign affiliates or between U.S. affiliates and their foreign parent 5. Includes adjustments to avoid double counting U.S. liabilities to foreigners and, in 2004 and 2005,
groups), where both the U.S. and the foreign firm are classified in a finance industry, but the firms are neither includes supplemental futures trading transactions.

banks nor securities brokers.

Table 3. Relation of Claims on and Liabilities to Foreigners Reported by U.S. Banks and Securities Brokers in the
International Transactions Accounts (ITAs) to Treasury International Capital (TIC) Reporting System Data
[Millions of dollars]

Line 2004 * 2005 2006 °

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

A1 |Total claims outstanding, beginning of year, TIC 1,707,337 | 2,188,441 2,500,399
2 |Total claims outstanding, end of year, TIC. ..| 2,188,441 | 2,500,399 | 3,082,183
3 |Change in ClAIMS, TIC (AT = A2)...........iuiieiieicie et s s RS sbesrsesesrse -481,104 | -311,958 | -581,784
4 |Minus: Valuation adjustments including unrealized exchange-rate gain or loss and other adjustments ' .... -29,130| -57,881| -128,817
5|Minus: Break in series ........ -61,714 1} 1}
6 | Minus: Direct investment..... -1,737 -1,653 2,596
7 |Plus: Coverage adjustments including commercial paper and other adjustments 2.. 28,756 34,953 978
8 |Equals: Claims on foreigners reported by U.S. banks, not included elsewhere, ITAs (A3 — A4 - A5 - A6 + A7) (table 1, line 54) ............c.cccccoonneeene -359,767 | -217,471| -454,585

Liabilities
(Credits +; increase in U.S. liabilities. Debits —; decrease in U.S. liabilities.)
B1 |Total liabilities outstanding, beginning of year, TIC.... 2,382,470 | 3,017,873 | 3,186,745

Total liabilities outstanding, end of year, TIC .

.| 3,017,873 | 3,186,745 | 3,907,371
Change in liabilities, TIC (B2 - B1) ...

635,403 | 168,872| 720,626

Minus: Valuation adjustments including unrealized exchange-rate gain or loss and other adjustments ... 5,942 -902| 270,951
Minus: Break in series ........ 189,540 0 1}
-1,027 -54 4,684

Plus: Coverage adjustments including short-term U.S. Treasury obligations and other adjustments -36,956 58,940 11,442

403,992 | 228,768| 456,433
69,245| 26,260 22,040

Equals: Liabilities to foreigners reported by U.S. banks, not included elsewhere, ITAs (B3 - B4 - B5 - B6 + B7) (table 1, lines 61 + 69)..
Liabilities to foreign official agencies (table 1, line 61)..

1
2
3
4
5
6 |Minus: Direct investment....
7
8
9
0

1 Liabilities to other foreigners (table 1, line 69) 334,747 | 202,508 | 434,393
p Preliminary 3. Includes adjustments for transactions that are included in other international transactions accounts,
r Revised including transactions in short-term U.S Treasury obligations and in other liabilities held in custody by U.S.

1. Includes adjustments for claims on foreigners written off by U.S. reporters. reporters.
2. Includes adjustments for supplemental transactions in foreign commercial paper and other instruments.



