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GDP and the Economy
Third Estimates for the Fourth Quarter of 2020

Real gross domestic product (GDP) increased at an annual rate of 4.3 percent in the fourth
quarter of 2020, according to the third estimates of the National Income and Product Accounts
(NIPAs) (chart 1 and table 1).! With the third estimate, real GDP growth was revised up 0.2
percentage point from the second estimate issued last month. In the third quarter, real GDP
increased 33.4 percent.

The increase in real GDP in the fourth quarter reflected increases in exports, nonresidential fixed
investment, consumer spending, residential fixed investment, and private inventory investment
that were partly offset by decreases in state and local government spending and in federal
government spending.2 Imports, which are a subtraction in the calculation of GDP, increased
(chart 2).

In 2020 (from the 2019 annual level to the 2020 annual level), real GDP decreased 3.5 percent
after increasing 2.2 percentin 2019 (see “Real GDP, 2020”).
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Impact of the Coronavirus (COVID-19) Pandemic on the Fourth-Quarter 2020 GDP

Estimate

The increase in fourth-quarter GDP reflected both the continued economic recovery from the sharp declines earlier
in the year and the ongoing impact of the COVID-19 pandemic, including new restrictions and closures that took
effect in some areas of the United States. The full economic effects of the COVID-19 pandemic cannot be quantified
in the GDP estimates, because the impacts are generally embedded in source data and cannot be separately
identified. For more information, see the Technical Note.

GDP by Expenditure

The smaller increase in real GDP growth in the fourth quarter followed a record quarterly GDP
growth rate in the third quarter and continued the economic recovery from the sharp decreases
experienced earlier in 2020 at the start of the COVID-19 pandemic. Led by a smaller increase in
consumer spending, most GDP components contributed to the slower rate of growth, except for
federal government spending and state and local government spending. Imports slowed.

# The smaller increase in consumer spending reflected a downturn in spending on goods and
a smaller increase in spending on services.

» Within goods, all components of both durable and nondurable goods contributed to the
downturn. The leading contributors were a sharp slowdown in spending on clothing and
footwear and a downturn in spending on motor vehicles and parts.

» Within services, the leading contributors to the smaller increase were a sharp slowdown
in spending on health care and a downturn in spending on food services and
accommodations.

» A smaller increase in private inventory investment was the second largest contributor to the
slowdown in real GDP. The smaller increase was more than accounted for by a downturn in
inventory investment by motor vehicle dealers. A notable offset was an upturn in
inventories for petroleum and coal product manufacturing.

» Exports slowed, reflecting a sharp slowdown in exports of goods (mainly automotive
vehicles, engines, and parts) that was partly offset by an upturn in exports of services
(more than accounted for by travel services).

» Nonresidential fixed investment slowed, reflecting a slowdown in investment in equipment
that was partly offset by a smaller decrease in structures and an acceleration in intellectual
property products.

s The slowdown in equipment investment primarily reflected slowdowns in spending on
transportation equipment and on information processing equipment.

# The smaller decrease in structures was more than accounted for by an upturn in mining
exploration, shafts, and wells.

« Within intellectual property products, entertainment, literary, and artistic originals
turned up and both research and development and software accelerated.

» Imports slowed. The main contributor was a slowdown in imports of automotive vehicles,
engines, and parts.

Real gross domestic income, which is the sum of incomes earned and costs incurred in the
production of GDP, increased 15.7 percent in the fourth quarter after increasing 24.1 percent in
the third quarter.
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Table 1. Real Gross Domestic Product (GDP) by Expenditure and Related Measures

[Seasonally adjusted at annual rates]

Share of Ghange from preceding period Contributi_on to percent
current-dollar change in real GDP
Series GDP (percent) (percent) (percentage points)
2020 2020 2020
Q4 Q1 074 (0] Q4 Q1 07/ Q3 Q4
1 g:g;i§°(‘2]§;t)‘f 1000 | -5.0 | -31.4| 33.4| 43| -50| -31.4| 334 | 43
2] Benanconsumetion 67.6 | -6.9|-33.2| 41.0| 2.3|-4.75|-24.01|2544| 158
expenditures
3| Goods 226| 01|-108| 472| -14| 003 | -206| 955]|-032
4 Durable goods 81|-125| -17| 827| -11|-093| o000| 520 -0.09
5 Nondurable goods 144 7.1 | -15.0 311 -16 0.97 -2.05 435 | -0.23
6| Services 451 | -98|-418| 380 43|-478|-2195]|1589| 190
7 | Gross private domestic 183 | -9.0 | -46.6| 86.3| 27.8|-156| -8.77|11.96 | 4.41
Investment
8 | Fixed investment 180 | -14 | -29.2 313 | 186 | -023| -527| 539 | 3.04
9 Nonresidential 134 | -67 | -272 229 | 131]-091| -367| 320| 165
10 Structures 26| -37|-336| -174| -62|-011| -111]|-053|-0.17
11 Equipment 59 |-152 | -359 | 682 | 254 |-091| -203| 326 132
12 g;f)e;frctt}‘,‘:lm tucts 49| 24| -114 84| 105| 011| -053| 046 049
13 Residential 46| 190 | -356| 630| 366| 068| -160| 219 | 139
14 | Changein private 03| | | | -134 | -350| 657 | 137
Inventories
15 | Netexports of goods and 37| | | | 113 | o062 |-3.21|-153
services
16 | Exports 103 | -95| -644| 596 | 223|-112| -951| 489 | 204
17 Goods 71| -27|-668| 1043 | 311 |-020| -656| 487 | 188
18 Services 32 |-208|-596| -05| 52|-092| -295| 003| o016
19 | Imports 14.0 | -15.0 | -54.1 931 | 298| 225| 1013 | -8.10 | -3.57
20 Goods 119 | -114 | -496 | 1102 | 310 | 136| 732 |-767|-312
21 Services 21 |-285|-699| 249 238| 090| 280 -043|-045
Government consumption
22 | expenditures and gross 17.8 1.3 2.5 -48( -0.8| 0.22 0.77 | -0.75 | -0.14
investment
23| Federal 69| 16| 164| -62| -09| 010| 1.17|-038|-0.06
24 National defense 42| -03| 38 32| 48|-001| o018| 017 | 020
25 Nondefense 27| 44| 376| -183| -89 | 011| 098] -055|-026
26 | State and local 109| 11| -54| -39| -08]| 012 | -040|-037|-0.08
Addenda:
27 ?é%ﬁ;fomesm feome -25|-326| 241| 157 | | |
28 | Average of G DPand GDI | .. -3.7 | -32.0 28.7 99 | | | | e
29 E‘r‘:fglfft]es ofdomestic -36|-281| 259| 29|-362|-2788|2687| 295
30 | Goods 310 | -35|-290| 624 54|-098| -740|1742| 1.69
31 | Services 602 | -76|-329| 237 21|-482|-2132]1460| 127
32 | Structures 89| 103 | -284| 149| 167| 085| -266| 142| 136
33 | Motor vehicle output 28 | -247 | -869 (11339 | -127 | -0.73 | -399 | 592 | -040

1. The GDP estimates under the contribution columns are also percent changes.
2. GDI is deflated by the implicit price deflator for GDP.

Note. Percent changes are from National Income and Product Account (NIPA) tables 1.1.1 and 1.2.1, contributions are from
NIPA tables 1.1.2 and 1.2.2, and shares are from NIPA table 1.1.10 or are calculated from NIPA table 1.2.5.
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GDP by Industry

The third estimate of GDP includes estimates ~ Chart 3. Real GDP by Sector: Percent Change
of GDP by industry, or value added—a from Preceding Period
measure of an industry's contribution to GDP.
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manufacturing (led by computer and
electronic products as well as fabricated
metal products).

» The increase in private services-producing industries reflected increases in finance and
insurance (led by Federal Reserve banks, credit intermediation, and related activities);
health care and social assistance (led by ambulatory health care services); administrative
and waste management services (led by administrative and support services); and
professional, scientific, and technical services. These increases were partly offset by
decreases in accommodation and food services (led by food services and drinking places),
utilities, and educational services.

» The decrease in the government sector reflected decreases in state and local government as
well as federal government.
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Chart 4. Contributions to Percent Change in Real GDP by Industry Group, 2020:Q4
Real GDP decreased 4.2 percent in 2020:Q4
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Table 2. Real Gross Domestic Product by Industry Group and Related Measures

[Seasonally adjusted at annual rates]

Share of current- Change from preceding Contributi_on to percent
dollar GDP . change in real GDP
Series (percent) Pegisti(percent) (percentage points)
2020 2020 2020
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
1 Gross Domestic Product 100.0 | -5.0 | -31.4 | 33.4 4.3 -5.0 -31.4 33.4 4.3
2 | Private industries 87.7 -5.4 | -33.3 37.3 5.1 | -4.71 | -29.45 | 32.01 4.46
3 ﬁlglfl‘fi“nl;“re' forestry, fishing, and 09| 284 |-364| 533 | 58| 022| -031| 038]| 005
4 Mining 1.0 -2.2 | -40.7 | -144 64 | -0.03 -041 | -0.11 0.06
5 Utilities 16 8.2 -8.6 0.8 -9.1 0.12 -0.12 0.02 | -0.15
6 Construction 4.3 0.6 | -26.5 274 12.0 0.02 -1.12 1.21 0.49
7 Manufacturing 109 -64 | -36.6 61.6 39| -0.70 -4.10 5.98 043
8 Durable goods 62| -59 | -433| 803 68 | -0.36 -2.84 413 042
9 Nondurable Goods 4.7 -7.0 | -27.0 404 0.2 | -0.34 -1.25 1.85 0.01
10 Wholesale trade 58 -0.2 | -35.0 453 29 | -0.01 -2.09 2.50 0.17
11 Retail trade 59 -7.0 | -31.2 46.9 1.3 | -0.39 -1.75 2.58 0.08
12 Transporation and warehousing 28| -96 | -648| 654 32| -0.32 -256 | 158 | 0.09
13 Information 5.6 -29 -6.8 19.7 3.0 | -0.15 -0.29 117 0.17
14 f;‘i;‘lczrigsl‘:;rl‘rfg real estate, 222| -52| -25| 96| 54|-112| -024| 243| 118
15 Finance and insurance 841 -129 119 12.8 129 | -1.04 1.01 1.20 1.02
16 E?;lir‘:;tate and rental and 138 | -06|-100| 77| 12|-008| -126| 123| 016
17 Professional and business services 12.8 -19 | -299 25.5 106 | -0.24 -3.84 3.35 1.30
18 Professional, scientific, and 77| -10|-268| 216| 71| -008| -206| 176| 054
technical services
19 Management of companies 19| -38| -85| 75| 88|-007| -015| 016 | 0.16

and enterprises

20 Al e 0 v e 31| -28|-471| 506 | 211]-009| -163| 143| 060
management services

Educational services, health care,

21 . . 87| -67|-469| 656| 54|-059| -454| 499 | 047
and social assistance
22 Educational services 1.2 -31 | -39.5 192 | -114 | -0.04 -0.54 0.25 | -0.14
23 Health care and social 76| -73|-481| 751| 83| -055| -400| 474| 061
assistance
Arts, entertainment, recreation,
24 - X 32 | -262 | -915 | 3335 23| -123| -658| 479 | o008
accomodation, and food services
25 Arts, entertainment, and 07| -262|-969 | 2931 | 475|-032| -220| 091]| o027
recreation
26 Arprmne o ant fosd 25 | -263 | -884 | 3445 | -71|-091| -438| 388 -0.19
services
27 | Other services, except 20| -134 | -588| 656 | 22|-030| -151| 1.14| 004
government
28 | Government 123 | -2.5|-16.6 | 10.1| -1.1|-030| -193| 1.44|-0.13
29 |  Federal 4.0 1.9 37| 61| -14| o007 016 | 029 | -0.05
30 | State and local 84 | -44|-246| 120| -09|-037| -209| 115] -0.07
Addenda:
31 | Private goods-producing industries! 171 | -29 | -344 | 472 6.1 | -049 -593 745 1.03
37 | Private services-producing 706 | -60 | -331| 351 | 49| -423|-2352|2455| 343
industries

1. Consists of agriculture, forestry, fishing and hunting; mining; construction; and manufacturing.

2. Consists of utilities; wholesale trade; retail trade; transportation and warehousing; information; finance, insurance, real
estate, rental, and leasing; professional and business services; educational services, health care, and social assistance; arts,
entertainment, recreation, accommodation, and food services; and other services, except government.

Note. Percent changes are from these GDP by industry tables: “Value Added by Industry as a Percentage of Gross Domestic Product,”
“Percent Changes in Chain-Type Quantity Indexes for Value Added by Industry,” and “Contributions to Percent Change in Real Gross
Domestic Product by Industry.”
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Gross Output by Industry

Gross output by industry—principally a
measure of an industry's sales or receipts,
which includes sales to final users in the
economy (GDP by expenditure) and sales to
other industries (intermediate inputs)—
increased 6.7 percent in the fourth quarter.
Private goods-producing industries increased
7.2 percent, private services-producing
industries increased 7.8 percent, and
government was unchanged (table 3 and
chart 5). Overall, 17 of 22 industry groups
contributed to the increase in real gross
output, led by durable-goods manufacturing;
professional, scientific, and technical services;
and health care and social assistance.
Industries with notable decreases in gross
output included accommodation and food
services, utilities, and educational services.

Chart 5. Real Gross Output by Selected Industries:
Percent Change from Preceding Period
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Table 3. Real Gross Output by Industry Group and Related Measures

[Seasonally adjusted at annual rates]

Change from preceding period (percent)
2020

Q1 Q2 Q3 Q4

1 All industries! -4.0 -29.5 28.7 6.7
2 | Private industries -4.4 -31.9 32.6 7.6
3 Agriculture, forestry, fishing, and hunting 9.2 -143 159 33
4 Mining -2.1 -55.2 -12.2 10.2
5 Utilities 1.2 -2.0 -0.6 -5.9
6 Construction 11.4 -13.7 44 12.2
7 Manufacturing -4.0 -32.8 494 5.8
8 Durable goods -8.1 -44.6 93.0 103
9 Nondurable goods 0.5 -17.9 135 1.0
10 Wholesale trade -19 -39.0 55.0 9.6
11 Retail trade -8.1 -18.2 45.1 -0.6
12 Transporation and warehousing -12.6 -64.9 64.6 185
13 Information -33 -8.5 17.3 118
14 Finance, insurance, real estate, rental, and leasing 0.7 -6.5 9.0 49
15 Finance and insurance -1.3 3.8 6.5 7.8
16 Real estate and rental and leasing 23 -13.8 11.0 28
17 Professional and business services -2.6 -31.1 21.0 15.3
18 Professional, scientific, and technical services -1.5 -33.4 218 13.6
19 Management of companies and enterprises -29 -7.2 3.2 8.0
20 Administrative and waste management services -45 -37.8 313 23.2
21 Educational services, health care, and social assistance -54 -414 45.6 8.9
22 Educational services -49 -36.1 20.2 -7.0
23 Health care and social assistance -55 -42.1 49.7 113
24 Arts, entertainment, recreation, accomodation, and food services -35.2 -88.0 2779 1.6
25 Arts, entertainment, and recreation -34.6 -95.6 215.0 40.8
26 Accommodation and food services -354 -84.3 2935 -5.7
27 Other services, except government -17.7 -63.1 619 3.3
28 | Government -0.8 -7.6 2.0 0.0
29 Federal 14 18.5 -8.3 -1.2
30 State and local -1.8 -17.7 7.3 0.5
Addenda:
31 | Private goods-producing industries! -04 -29.7 336 72
32 | Private services-producing industries? -5.8 -32.6 323 7.8

1. Consists of agriculture, forestry, fishing and hunting; mining; construction; and manufacturing.

2. Consists of utilities; wholesale trade; retail trade; transportation and warehousing; information; finance, insurance,
real estate, rental, and leasing; professional and business services; educational services, health care, and social
assistance; arts, entertainment, recreation, accommodation, and food services; and other services, except
government.

Note. Percent changes are from the table Percent Changes in Chain-Type Quantity Indexes for Gross Output by Industry
which is available through BEA's Interactive Data Application.


https://apps.bea.gov/iTable/iTable.cfm?reqid=150&step=3&isuri=1&table_list=17&categories=gdpxind

Prices

Prices for gross domestic purchases—goods
and services purchased by US. residents—
increased 1.7 percent in the fourth quarter
after increasing 3.3 percent in the third
quarter (table 4 and chart 6). The leading
contributors to the slowdown were smaller
increases in the consumer prices paid for
motor vehicles and parts and for gasoline and
energy goods.

Food prices were unchanged in the fourth
quarter after decreasing 1.7 percent in the
third quarter. Prices for energy goods and
services increased 9.1 percent after
increasing 27.4 percent. Gross domestic
purchases prices excluding food and energy
increased 1.6 percent after increasing 3.0
percent.

Chart 6. Prices for Gross

Domestic Purchases
Percent change from preceding quarter, seasonally adjusted at annual rates
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Table 4. Prices for Gross Domestic Purchases

[Percent change at annual rates; based on seasonally adjusted index numbers (2012=100)]

Series

Change from preceding
period (percent)

2020

2020
(07

Q3

Contribution to percent change in gross
domestic purchases prices (percentage points)

Q4

1 g;:z;a‘i‘::{esm 14| -14| 33| 17 1.4 -1.4 3.3 1.7
2 eP:;zzg?tlucr‘;;‘S“mp“"“ 13| -16]| 37| 15 0.85 -1.06 2.39 0.96
3 Goods -0.9 -5.6 54 0.1 -0.19 -1.21 1.18 0.02
4 Durable goods -17( -31| 82| 0.0 -0.12 -0.23 0.62 0.00
5 Nondurable goods -05| -68| 40| 0.2 -0.07 -0.98 0.56 0.02
6 Services 23 03| 28| 22 1.04 0.15 1.21 0.94
7 | Gross private domestic investment | 1.8 ( -0.1| 2.7 | 1.5 0.29 0.00 0.43 0.26
8 Fixed investment 13 0.8 2.2 18 0.21 0.14 0.38 0.30
9 Nonresidential 1.0 0.8 0.1 0.2 0.12 0.11 0.02 0.03
10 Structures 15| -11| 05| 0.1 0.04 -0.03 0.01 0.00
11 Equipment 0.7 00| -06|-18 0.04 0.00 -0.03 -0.10
12 Intellectual property 09| 29| 07| 27 0.04 0.14 0.04 013
products
13 Residential 23 10| 95| 65 0.09 0.04 037 027
14 Change in private inventories [ . | e [ e | 0.08 -0.14 0.05 -0.04
15 g:;’:;:l‘i'“t:r':sc:;’j‘;r‘;‘;ts“i’;‘ves oment | 18] -19| 26| 28 0.31 -0.35 0.48 0.48
16 Federal -03 | -11| 17| 26 -0.02 -0.08 0.12 0.18
17 National defense -01| -25| 20| 28 -0.01 -0.10 0.08 0.11
18 Nondefense -0.5 10| 13| 24 -0.01 0.03 0.04 0.06
19 State and local 31| -24| 32| 29 032 -0.28 036 030
Addenda:
Gross domestic purchases:
20 Food 3.2 15.7 | -1.7 0.0 0.15 0.77 -0.09 0.00
21 Energy goods and services -7.0 (-457 | 274 | 91 -0.19 -1.47 0.59 0.19
22 Excluding food and energy 16| -08| 3.0| 16 149 -0.71 2.80 151
Personal consumption expenditures:
23 (F)‘;f‘f‘;raer;si:g"fgsgsfn%‘;rg:ased for\ 31| 154|-19|-04| .| .| .| .
24 Energy goods and services -98 | -449 (249|115 .| | el e
25 Excluding food and energy 16| -08| 34| 13| .| | ]l e
26 | Gross domestic product 14| -18 35 20 .l el e
27 | Exports of goods and services -25|-188| 128 50| .| el el
28 | Imports of goods and services -14 | -128 8.6 22 .l e e e

1. The estimated prices for gross domestic purchases under the contribution columns are also percent changes.

Note. Most percent changes are from NIPA table 1.6.7; percent changes for PCE for food and energy goods and services and
for PCE excluding food and energy are from NIPA table 2.3.7. Contributions are from NIPA table 1.6.8. Gross domestic
product, export, and import prices are from NIPA table 1.1.7.
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In the third estimate for the fourth quarter of 2020, real GDP increased 4.3 percent, 0.2
percentage point higher than previously reported in the second estimate (table 5). The updated
estimates primarily reflected upward revisions to private inventory investment and state and
local government spending that were partly offset by downward revisions to nonresidential fixed
investment and consumer spending.

» The revision to private inventory investment reflected an upward revision to nonfarm
inventories led by retail trade (notably, general merchandise and other retail stores).

s The revision to state and local government spending reflected an upward revision to
investment in structures (mainly highways and streets).

» Within nonresidential fixed investment, the downward revision was more than accounted
for by structures, notably petroleum and natural gas drilling.

» Within consumer spending, a downward revision to goods was partly offset by an upward
revision to services.

# Within goods, the downward revision was widespread; the largest contributors were
recreational goods and vehicles as well as gasoline.

» Within services, upward revisions to health care as well as to financial services and
insurance were partly offset by a downward revision to services provided by nonprofits,
notably hospital services. For health care, the upward revision was widespread, led by
hospitals. For financial services and insurance, the upward revision was led by portfolio
management and investment advice services.
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Table 5. Second and Third Estimates for the Fourth Quarter of 2020

[Seasonally adjusted at annual rates]

Change from preceding period

Contribution to percent change in

(percent) real GDP (percentage points)
Series Second Third Th.i G Second Third e:élgzie
estimate estimate m“‘“? ST estimate estimate minus second
estimate estimate
1 ?ég;; domestic product 4.1 43 0.2 4.1 43 0.2
2 ep)‘i;zzg?tlui‘:s‘s“mp“"“ 2.4 2.3 -0.1 1.61 1.58 -0.03
3 Goods -09 -14 -0.5 -0.20 -0.32 -0.12
4 Durable goods -0.6 -1.1 -05 -0.04 -0.09 -0.05
5 Nondurable goods -11 -16 -05 -0.15 -0.23 -0.08
6 Services 4.0 43 0.3 1.80 190 0.10
7 | Gross private domestic 26.5 27.8 13 4.23 441 0.18
investment
8 Fixed investment 19.1 18.6 -0.5 312 3.04 -0.08
9 Nonresidential 14.0 13.1 -0.9 1.76 1.65 -0.11
10 Structures 1.1 -6.2 -7.3 0.03 -0.17 -0.20
11 Equipment 25.7 254 -0.3 1.33 1.32 -0.01
12 Intellectual property 8.4 105 21 040 0.49 0.09
products
13 Residential 358 36.6 0.8 1.37 1.39 0.02
14 Change in private inventories | .| .. | .. 1.11 137 0.26
15 | Netexportsofgoodsand b -155 | -1.53 0.02
services
16 Exports 21.8 223 0.5 2.00 2.04 0.04
17 Goods 30.8 31.1 03 1.86 1.88 0.02
18 Services 4.3 5.2 09 0.13 0.16 0.03
19 Imports 29.6 298 0.2 -3.55 -3.57 -0.02
20 Goods 30.7 31.0 03 -3.10 -3.12 -0.02
21 Services 239 238 -0.1 -045 -045 0.00
Government consumption
22 | expenditures and gross -1.1 -0.8 0.3 -0.19 -0.14 0.05
investment
23 Federal -09 -09 0.0 -0.06 -0.06 0.00
24 National defense 4.7 4.8 0.1 0.20 0.20 0.00
25 Nondefense -89 -89 0.0 -0.26 -0.26 0.00
26 State and local -1.2 -0.8 0.4 -0.13 -0.08 0.05
Addenda:
27 | Final sales of domestic product 3.0 29 -0.1 298 295 -0.03
28 | Gross domestic income (GDI) ND 57 el e el
29 | Average of GDP and GDI ND 99 (( | e el
30 _Gross domestic purchases price 1.8 1.7 e e e —
index
31 | GDP price index 21 2.0 01l | e e

1. The GDP estimates under the contribution columns are also percent changes.
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Information on Key Source Data, Assumptions, and Methodologies

A comprehensive table that presents the “Key Source Data and Assumptions” that are used to prepare each vintage of
the estimate of GDP for the current quarter is available on BEA's website. For the advance estimates that are released
near the end of the month after the close of the quarter, the table shows the months of source data for the quarter
that are available; for most components of GDP, 3 months of data are available. For the components for which only 2
months of source data are available, BEA's assumptions for the third month are shown. Second estimates are
released near the end of the second month after the close of the quarter; and third estimates are released near the
end of the third month after the close of the quarter. With each vintage, the table is updated to add newly available
and revised source data that have been incorporated into the estimates.

For additional details about the source data and the methodologies that are used to prepare the estimates, see
“Concepts and Methods of the U.S. National Income and Product Accounts” on BEA's website.

Corporate Profits

Measured in current dollars, profits from current production (corporate profits with the
inventory valuation adjustment (IVA) and the capital consumption adjustment (CCAdj))
decreased $31.4 billion, or 1.4 percent at a quarterly rate, in the fourth quarter after increasing
$499.6 billion, or 27.4 percent, in the third quarter (table 6). Profits of domestic financial
corporations increased $17.5 billion, profits of domestic nonfinancial corporations decreased
$48.2 billion, and rest-of-the-world profits decreased $0.7 billion.

Fourth-quarter domestic corporate profits were impacted by provisions from federal
government pandemic response programs, such as the Paycheck Protection Program (PPP),
which provided financial support to businesses impacted by the pandemic. The fourth-quarter
impact was lower than in the second and third quarters as the provisions from the PPP program
decreased. More information on federal subsidy programs is presented in the table “Effects of
Selected Federal Pandemic Response Programs on Federal Government Receipts, Expenditures,
and Saving” on BEA's website.

Additionally, the fourth-quarter estimate of domestic financial corporate profits was reduced by
a $2.7 billion ($10.8 billion at an annual rate) criminal penalty imposed on Goldman Sachs for
violations of the Foreign Corrupt Practices Act. The penalty, levied by the U.S. Department of
Justice in partnership with state and foreign authorities, was recorded in the NIPAs as a business
current transfer payment to government and to the rest of the world; the estimate of gross
domestic income (GDI) was not affected by the settlement. The NIPAs record these types of
penalties on an accrual basis in the quarter when the judgment is finalized, which is not
necessarily the same quarter when the charges are recorded on a company's own financial
statements.
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Table 6. Corporate Profits

[Seasonally adjusted]
Billions of dollars (annual rate) Percent change from
preceding quarter (quarterly
Series Level Change from preceding quarter rate)
2020 2020 2020
023 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Current production measures:
1 gg%‘;mte profits with IVA and 22943 | -2762 | -2089 | 49956 | -314 | -120 | -103 | 274 | -14
2 Domestic industries 1,860.1 | -232.7 | -119.4 | 4483 | -30.7 | -13.0 -7.6 311 -1.6
3 Financial 487.3 -42.2 26.5 121 17.5 -89 6.1 2.6 3.7
4 Nonfinancial 1,372.8 | -190.5 | -1459 | 436.2 | -48.2 | -144 | -129 44.3 -34
5 Rest of the world 434.2 -43.5 -89.5 51.3 -0.7 -84 | -189 134 -0.2
6 Receipts from therestof the | 7951 993 | ~1345 | 1130 | 290 | -103 | 170 | 172| 38
world
7 Less: Payments totherestof | 5559 | 469 | _450 | 617 | 297 |-128| -142| 227| 89
the world
9 Less: Taxes on corporate income 3429 | -568| -188 | 705 | 356 | -18.2 -73 29.8 116
10 Equals: Profits after tax 19514 | -219.5 [ -190.1 | 429.1 | -67.0 | -11.0 | -10.7 27.0 -33
11 Net dividends 13754 23.2 -15.0 | -19.5 304 1.7 -1.1 -14 2.3
12 Undistributed profits from 576.0 | -2427 | -175.1 | 44856 | 974 | -37.8 | -438 | 1995 | -145
current productlon
13 Net cash flow with IVA 2,5448 | -221.6 | -2194 | 5185 | -75.6 -8.7 -9.5 24.7 -29
CCAdj Capital consumption adjustment
IVA Inventory valuation adjustment

Note. Levels of these and other profits series are shown in National Income and Product Account tables 1.12 and 6.16D.
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Note on Measuring Corporate Profits

Corporate profits is a widely followed economic indicator used to gauge corporate health, assess investment
conditions, and analyze the effect on corporations of economic policies and conditions. In addition, corporate
profits is an important component in key measures of income.

BEA's measure of corporate profits aims to capture the income earned by corporations from current production in a
manner that is fully consistent with the National Income and Product Accounts (NIPAs). The measure is defined as
receipts arising from current production less associated expenses. Receipts exclude income in the form of
dividends and capital gains, and expenses exclude bad debts, natural resource depletion, and capital losses.

Because direct estimates of NIPA-consistent corporate profits are unavailable, BEA derives these estimates in three
steps.

First, BEA measures profits before taxes to reflect corporate income regardless of any redistributions of income
through taxes. Estimates for the current quarter are based on corporate earnings reports from sources including the
Census Bureau Quarterly Financial Report, Federal Deposit Insurance Corporation call reports, other regulatory
reports, and tabulations from corporate financial reports. The estimates are benchmarked to Internal Revenue
Service (IRS) data when these data are available for two reasons: the IRS data are based on well-specified accounting
definitions, and they are comprehensive, covering all incorporated businesses—publicly traded and privately held
—in all industries.

Second, to remove the effects of price changes on inventories valued at historical cost and of tax accounting for
inventory withdrawals, BEA adds an inventory valuation adjustment that values inventories at current cost.

Third, to remove the effects of tax accounting on depreciation, BEA adds a capital consumption adjustment (CCAdj).
CCAdj is defined as the difference between capital consumption allowances (tax return depreciation) and
consumption of fixed capital (the decline in the value of the stock of assets due to wear and tear, obsolescence,
accidental damage, and aging).

Corporate Profits by Industry

Industry profits (corporate profits by industry with IVA) decreased $28.5 billion, or 1.2 percent
at a quarterly rate, in the fourth quarter of 2020 after increasing $497.7 billion, or 27.0 percent,
in the third quarter (table 7 and chart 7). The decrease was more than accounted for by
decreases in “other” nonfinancial industries (mainly construction, health care and social
assistance, and professional, scientific, and technical services). Profits after tax (without IVA and
CCAdj)—BEA's profits measure that is conceptually most like the profits for companies in the
Standard & Poor's 500 Index—decreased $36.4 billion in the fourth quarter.
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Table 7. Corporate Profits by Industry

[Seasonally adjusted]
Billions of dollars (annual rate) Percent change from preceding
. Level Change from preceding quarter quarter (quarterly rate)
2020 2020 2020
Q4 Q1 Q2 B 4 Q1 Q2 Q3 Q4
Industry profits:
1 Corporate profits with IVA 2,313.5 | -241.4 | -209.2 497.7 | -285 | -105 | -10.2 27.0 -1.2
2 Domestic industries 1,879.3 | -1979 | -119.7 4464 | -278 | -11.1 -7.6 30.6 -15
3 Financial 502.1 -38.2 26.3 12.3 18.7 -79 59 2.6 3.9
4 Nonfinancial 13773 | -159.7 | -146.1 4341 | -465 | -123 | -129 439 -3.3
5 Utilities 32.6 -4.8 6.5 -3.3 69 | -17.6 289 | -114 269
6 Manufacturing 330.5 -33.5 | -104.7 110.8 221 | -100 | -346 56.1 7.2
7 Wholesale trade 108.3 -9.1 -69 153 | -83 -7.8 -6.4 15.0 -7.1
8 Retail trade 2424 -17.1 38.0 40.3 -3.0 -93 228 19.6 -1.2
9 x;rr;po‘;r;"";:“ and 340 | -192| -186| 147| 00| -336| -492| 766| 01
10 Information 148.9 -12.0 -17.2 269 12.5 -8.6 | -13.6 24.5 9.2
11 Other nonfinancial 480.6 -64.1 -43.2 2295 | -76.7 | -14.7 | -11.6 70.0 -138
12 Rest of the world 434.2 -435 -89.5 51.3 -0.7 -84 | -189 134 -0.2
Addenda:
13 erl‘;ﬁézgsg’re tax (without IVA 1 5 4253 | -3184 | -2008 | 6323 | -08| -138| -101| 352| 00
14 EE‘X:;S) after tax (without IVAand |, ha> 5 | 2616 | -182.0 | 5618 | -364 | -131 | -105| 361| -17
15 | IVA -111.8 77.0 -84 | -1345 | =277 |  w| | |
16 | CCAdj -19.2 -34.8 0.3 19 =29 | | e e e
CCAdj Capital consumption adjustment
IVA Inventory valuation adjustment

Note. Levels of these and other profits series are shown in National Income and Product Account tables 1.12, 1.14, 1.15,
and 6.16D.

Chart 7. Corporate Profits with Inventory Valuation Adjustment in 2020:Q4,
Change from Preceding Quarter

Billions of dollars, seasonally adjusted at annual rates

25
o -—-- _ . N , ,
_25 .
=50
-75
_1001 T T T T T T T T T
Total Domestic Utilities Manufac- Wholesale Retail Transpor-  Information Other! Rest of
financial turing tation and waorld

| warehousing |
Domestic nonfinancial

1. "Other" nonfinancial corporations includes the agriculture, mining, construction, and services industries.
L5, Bureau of Economic Analysis
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Note on Corporate Profits by Industry

Industry profits are corporate profits by industry with inventory valuation adjustment (IVA). The IVA removes the
effect of price changes on inventories. The IVA is the difference between the cost of inventory withdrawals at
acquisition cost and replacement cost. Ideally, BEA would also add the capital consumption adjustment (CCAdj) for
each industry. However, estimates of the CCAdj are only available for two broad categories: total financial industries
and total nonfinancial industries. For more information about BEA's methodology, see “Corporate Profits” in
Concepts and Methods of the U.S. National Income and Product Accounts on BEA's website.

Real GDP, 2020

Real GDP decreased 3.5 percent in 2020 Chart 8. Real GDP: Contributions to the
(from the 2019 annual level to the 2020 Percent Change in 2020
annual level), compared with an increase of Percentage points, seasonally adjusted at annual rates
2.2 percent in 2019 (table 8). The decrease in I
real GDP in 2020 reflected decreases in Consumay tpencing _—
consumer  spending, exports, private ”°“m5id°-”“a' focod Imestment
inventory investment, nonresidential fixed Residential fixed investment
investment, and state and local government mimstment
spending that were partly offset by increases Expo,ts_
federal government spending and o
residential fixed investment (chart 8). Imports e 2 |
decreased. ederal government spending
State and local government spending
¢ The decrease in consumer spending in N 2 B ° ! 2
2020 was more than accounted for by a US- Bureau of Economic Analysis

decrease in spending on services (led by
food services and accommodations,
health care, and recreation services).

o The decrease in exports reflected decreases in both services (led by travel) and goods
(mainly nonautomotive capital goods).

e The decrease in private inventory investment reflected widespread decreases led by retail
trade (mainly motor vehicle dealers) and wholesale trade (mainly durable-goods
industries).

» The decrease in nonresidential fixed investment reflected decreases in structures (led by
mining exploration, shafts, and wells) and equipment (led by transportation equipment)
that were partly offset by an increase in intellectual property products (more than
accounted for by software).

e The decrease in state and local government spending reflected a decrease in consumption
expenditures (led by compensation).

s The increase in federal government spending reflected an increase in nondefense
consumption expenditures (led by an increase in purchases of intermediate services that
supported the processing and administration of PPP loan applications by banks on behalf of
the federal government).

# The increase in residential fixed investment primarily reflected increases in improvements
as well as brokers' commissions and other ownership transfer costs.
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Real GDI decreased 3.5 percent in 2020, compared with an increase of 1.8 percent in 2019. The
average of real GDP and real GDI decreased 3.5 percent in 2020, compared with an increase of
2.0 percentin 2019.

Table 8. Real Gross Domestic Product (GDP) by Expenditure, Annual

[Seasonally adjusted at annual rates]

Change from

SIETOETICITEIE Contribution to percent change

d((;)lé:ze(:llt))P prec(c;tillflcge I}:grlod in real GDP (percentage points)
2019 2020 2019 2020
1 Gross domestic product! 100.0 2.2 -3.5 2.2 -3.5
2 E}‘:;Zﬁg?tlucr‘;'f“mpm“ 67.6 2.4 -3.9 1.64 -2.63
3 Goods 223 3.7 39 0.78 0.80
4 Durable goods 7.7 4.8 6.3 0.34 0.45
5 Nondurable goods 145 31 2.6 044 0.35
6 Services 45.3 1.8 -7.3 0.86 -3.43
7 | Gross private domestic 17.2 1.7 -5.2 0.30 -0.92
investment
8 Fixed investment 17.6 19 -1.8 0.32 -0.31
9 Nonresidential 133 29 -4.0 0.39 -0.54
10 Structures 2.8 -0.6 -11.0 -0.02 -0.33
11 Equipment 5.6 21 -5.0 0.12 -0.29
12 gﬂfﬁgal property 49 6.4 17 0.29 0.08
13 Residential 4.2 -1.7 6.1 -0.07 0.23
14 Change in private inventories -0.3 -0.02 -0.61
15 Net t?xports of goods and 31 -0.18 —014
services
16 Exports 10.2 -0.1 -129 -0.01 -147
17 Goods 6.8 -0.1 -95 -0.01 -0.69
18 Services 34 -0.1 -19.2 -0.01 -0.77
19 Imports 13.2 11 -9.3 -0.16 133
20 Goods 11.0 0.5 -6.0 -0.06 0.71
21 Services 2.2 3.7 -225 -0.10 0.62
Government consumption
22 | expenditures and gross 18.3 283 1.1 0.40 0.20
investment
23 Federal 7.1 40 43 0.26 0.29
24 National defense 42 5.6 35 0.21 0.14
25 Nondefense 29 1.8 56 0.05 0.15
26 State and local 112 13 -0.8 0.14 -0.09
Addenda:
27 | Gross domestic income (GDD)2 | .. 1.8 -35 ..
28 | Average of GDPandGDI | .. 2.0 =35 ..

1. The GDP estimates under the contribution columns are also percent changes.
2. GDI is deflated by the implicit price deflator for GDP.

Note. Percent changes are from National Income and Product Account (NIPA) table 1.1.1, contributions to percent change

are from NIPA table 1.1.2, and shares are from NIPA table 1.1.10.
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In 2020, private goods-producing industries decreased 2.7 percent, private services-producing
industries decreased 3.9 percent, and government decreased 2.1 percent (table 9). Overall, 16 of
22 industry groups contributed to the decrease in real GDP in 2020 (chart 9).

» Within private goods-producing industries, the leading contributors to the decrease were
durable-goods manufacturing (led by other transportation equipment) and mining.

o Decreases within the private services-producing industries were widespread; the leading
contributors to the decrease were accommodation and food services (led by food services
and drinking places); arts, entertainment, and recreation; health care and social assistance
(led by ambulatory health care services); and transportation and warehousing. Partly
offsetting these decreases were increases in information (mainly data processing, internet
publishing, and other information services) and in finance and insurance (mainly Federal
Reserve banks, credit intermediation, and related activities).

» The decrease in government reflected a decrease in state and local government that was
partly offset by an increase in federal government.
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Table 9. Real Gross Domestic Product by Industry Group and Related Measures, Annual
[Seasonally adjusted at annual rates]

Change from
preceding period

Share of current-

Contribution to percent change in
Series

dollar GDP (percent)

real GDP (percentage points)

(percent)
2020 2019 2020 2019 2020
1 Gross Domestic Product 100.0 2.2 -3.5 2.2 -3.5
2 | Private industries 87.4 2.4 -3.7 2.07 -3.22
3 Agrlcylture, forestry, fishing, and 08 01 56 0.00 0.04
hunting
4 Mining 09 11.5 -11.3 0.17 -0.11
5 Utilities 1.6 13 3.6 0.02 0.05
6 Construction 43 0.0 -19 0.00 -0.08
7 Manufacturing 10.8 2.0 -2.8 0.22 -0.30
8 Durable goods 6.1 1.6 -36 0.10 -0.23
9 Nondurable Goods 4.7 2.5 -1.8 0.12 -0.07
10 Wholesale trade 5.8 -2.1 -4.0 -0.13 -0.23
11 Retail trade 5.7 2.5 -2.8 0.14 -0.16
12 Transporation and warehousing 2.8 3.2 -12.8 0.10 -0.40
13 Information 5.5 7.1 3.2 0.36 0.16
14 Finance, 1nsurapce, real estate, 223 14 03 030 0.06
rental, and leasing
15 Finance and insurance 8.2 0.4 1.7 0.03 0.13
16 Real. estate and rental and 14.0 20 ~05 027 ~0.07
leasing
17 Professional and business services 12.8 4.5 -2.2 0.56 -0.28
18 Profe;swnal, S.Clel’ltlflC, and 78 4.7 16 035 ~012
technical services
19 Management of companies and 19 79 01 014 0.00
enterprises
20 Administrative anc.l waste 31 25 51 008 ~016
management services
21 Educatif)nal solsrvices, health care, 86 28 _58 024 ~051
and social assistance
22 Educational services 1.2 2.1 -73 0.03 -0.09
23 Hee_llth care and social 74 29 55 021 ~042
assistance
24 Arts, entert_amment, recreatl(_)n, 32 15 277 0.06 119
accomodation, and food services
25 Arts, en_tertamment, and 07 20 378 0.02 ~043
recreation
26 Accommodatlon and food 25 13 241 0.04 ~076
services
27 Other services, except government 2.0 14 -12.6 0.03 -0.28
28 | Government 12.6 1.0 -2.1 0.12 -0.26
29 Federal 4.0 0.8 3.0 0.03 0.11
30 State and local 8.6 1.0 -43 0.09 -0.38
Addenda:
31 | Private goods-producing industries! 169 2.2 -2.7 0.39 -0.44
32 Prlvate §er2v1ces—produc1ng 705 24 -39 1.69 277
industries

1. Consists of agriculture, forestry, fishing and hunting; mining; construction; and manufacturing.
2. Consists of utilities; wholesale trade; retail trade; transportation and warehousing; information; finance, insurance, real

estate, rental, and leasing; professional and business services; educational services, health care, and social assistance; arts,
entertainment, recreation, accommodation, and food services; and other services, except government.

Note. Percent changes are from these GDP by industry tables: “Value Added by Industry as a Percentage of Gross Domestic Product,”
“Percent Changes in Chain-Type Quantity Indexes for Value Added by Industry,” and “Contributions to Percent Change in Real Gross
Domestic Product by Industry.”
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Chart 9. Contributions to Percent Change in Real GDP by Industry Group, 2020
Real GDP decreased 3.5 percent in 2020
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LL5. Bureau of Economic Analysis

1. “Real” estimates are in chained (2012) dollars, and price indexes are chain-type measures. Each GDP estimate for a
quarter (advance, second, and third) incorporates increasingly comprehensive and improved source data; for more
information, see “The Revisions to GDP, GDI, and Their Major Components” in the January 2018 Survey of Current
Business. Quarterly estimates are expressed at seasonally adjusted annual rates, which reflect a rate of activity for a
quarter as if it were maintained for a year.

2. In this article, “consumer spending” refers to “personal consumption expenditures,” “inventory investment” refers
to “change in private inventories,” and “government spending” refers to “government consumption expenditures
and gross investment.”

Survey of Current Business
apps.bea.gov/scb

Bureau of Economic Analysis scb@bea.gov
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