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Director’s Message

The Bureau of Economic Analysis (BEA) national income and
product accounts (NIPAs) include two widely used measures of
economic output: gross domestic product (GDP) and gross do-
mestic income (GDI). In concept, GDP and GDI are equal, as
spending by one party in the economy is by definition income to
another party. In practice, the two measures are not identical, be-
cause of differences in source data and estimation methodolo-
gies. In this issue, we take a look at the difference between the two
measures—known as the statistical discrepancy—and explore
how estimation issues regarding corporate profits and income
might contribute to the discrepancy and why BEA records the
discrepancy on the income side of the NIPAs.

Elsewhere, our “GDP and the Economy” article takes a look at
the advance estimates for the fourth quarter of 2011.

I’d like to also note that BEA has recently made available two
additional chapters of its NIPA handbook, which is being pub-
lished in stages on www.bea.gov. The handbook provides a de-
tailed explanation of the NIPAs, including concepts, source data,
methodologies, and more. Last month, we noted the new chapter
on exports and imports. In this month’s Taking Account, we take a
look at the new chapter on government consumption expendi-
tures and gross investment.

jass

J. Steven Landefeld
Director, Bureau of Economic Analysis
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Taking Account.

New chapters of NIPA
handbook now available
The Bureau of Economic Analy-
sis (BEA) has made available two
more chapters of its national in-
come and product accounts (NI-
PAs) handbook, which is being
released in stages on the BEA
Web site.

The NIPAs are a critical piece
of the broad U.S. national eco-
nomic accounts, displaying the
value and composition of na-
tional output and the distribu-
tion of incomes generated in its
production. The NIPA hand-
book describes the fundamental
concepts, definitions, classifica-
tions, and accounting frame-
work that underlie the accounts
and the source data and meth-
odologies used to calculate the
estimates.

The two newly available chap-
ters focus on exports and im-
ports (chapter 8) and on
government consumption ex-
penditures and gross invest-
ment (chapter 9). This Taking
Account will discuss the latter.
Last month’s item focused on
the former.

Chapter 9 covers essential in-
formation about government
consumption expenditures and
gross  investment—definitions
and concepts as well as how gov-
ernment transactions are re-
corded in the NIPAs—and
provides an overview of source
data and estimating methods,
annual estimates, current quar-
terly estimates, and price and
quantity indexes.

Government ~ consumption

expenditures and gross invest-
ment measures the portion of
gross domestic product, or final
expenditures, that is accounted
for by the government sector.
Government consumption ex-
penditures consists of spending
by government to produce and
provide services to the public,
such as public school education.
Gross investment consists of
spending by government for
fixed assets that directly benefit
the public, such as highway con-
struction, or that assist govern-
ment  agencies in  their
production activities, such as
purchases of military hardware.

BEA prepares estimates of
government consumption ex-
penditures and gross invest-
ment for the federal government
sector and for the state and local
government sector. Estimates of
government spending by func-
tion—such as defense, health,
and education—provide infor-
mation on how governments al-
locate their funds.

The estimates of government
consumption expenditures and
gross investment are an integral
part of the NIPAs, a set of ac-
counts that provides a logical
and consistent framework for
presenting statistics on U.S. eco-
nomic activity (see “Chapter 2:
Fundamental Concepts”). In ad-
dition, the estimates of gross in-
vestment by government in
structures, equipment, and soft-
ware provide the building blocks
for the estimates of government-
owned fixed assets in BEA’s fixed
assets and consumer durable

goods accounts.

The first nine chapters of
the handbook are accessible
at www.bea.gov/methodologies/
index.htm#national_meth.

For a primer on the BEA gov-
ernment accounts, please see the
March 2008 issue of the Survey
OF CURRENT BUSINESS.

More information about gov-
ernment statistics is available at
www.bea.gov/national/nipaweb/
GovView.asp.

Stay connected to BEA
with Twitter, other services
Alerts about BEA statistical re-
leases and other information at
no cost are available through
Twitter, an e-mail notification
service, and an RSS feed.

BEA customers can log on to
Twitter, the popular social media
site, to sign up for two BEA ac-
counts: @BFA_DATA, which
provides updates on statistical
releases, and @BEA_JOBS,
which provides updates on job
openings at BEA.

BEA also provides a free e-
mail alert service that allows
people to sign up for notifica-
tions when statistical releases are
issued. Subscribers can select the
specific releases for which they
would like to receive e-mail no-
tifications and can change their
selections at any time.

In addition, BEA also offers
an RSS feed, which pushes short
notices of new statistical releases
to customers through their
browsers or special readers.

For more information, please
visit www.bea.gov.



www.bea.gov/methodologies/index.htm#national_meth
www.bea.gov/methodologies/index.htm#national_meth
www.bea.gov/national/nipaweb/GovView.asp
www.bea.gov/national/nipaweb/GovView.asp
http://www.bea.gov/scb/pdf/2008/03%20March/0308_primer.pdf
http://www.bea.gov/scb/pdf/2008/03%20March/0308_primer.pdf
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GDP and the Economy

Advance Estimates for the Fourth Quarter of 2011

EAL GROSS domestic product (GDP) increased
2.8 percent at an annual rate in the fourth quarter
of 2011, according to the advance estimates of the na-

tional income and product accounts (NIPAs) (chart 1

and table 1).! In the third quarter, real GDP increased

1.8 percent. For the year 2011, real GDP increased 1.7

percent after increasing 3.0 percent in 2010 (see page

6).

The acceleration in real GDP in the fourth quarter
of 2011 primarily reflected an upturn in inventory in-
vestment and accelerations in consumer spending and
in residential fixed investment that were partly offset
by a deceleration in nonresidential fixed investment, a
downturn in federal government spending, an acceler-
ation in imports, and a larger decrease in state and lo-
cal government spending.?
ePrices of goods and services purchased by U.S. resi-

dents increased 0.8 percent in the fourth quarter after
increasing 2.0 percent in the third quarter (see page
3). Energy prices turned down in the fourth quarter,
and food prices decelerated. Excluding food and
energy, gross domestic purchases prices increased 1.0
percent after increasing 1.8 percent.

eReal disposable personal income (DPI) increased 0.8
percent in the fourth quarter after decreasing 1.9 per-
cent in the third quarter (see page 4). Current-dollar
DPI accelerated, and the PCE implicit price deflator
used to deflate DPI decelerated. The acceleration in
current-dollar DPI reflected an acceleration in per-
sonal income that was partly offset by an acceleration
in personal current taxes.

e The personal saving rate, personal saving as a per-
centage of current-dollar DPI, was 3.7 percent in the
fourth quarter; in the third quarter, it was 3.9 per-
cent.

1. “Real” estimates are in chained (2005) 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 “Revisions to GDP, GDI, and Their Major
Components” in the July 2011 Survey oF CurreNT Business. Quarterly esti-
mates are expressed at seasonally adjusted annual rates, which assumes that
a rate of activity for a quarter is maintained for a year.

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

Christopher Swann prepared this article.

Chart 1. GDP, Prices, Disposable Personal Income (DPI)
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Real GDP Overview

Table 1. Real Gross Domestic Product (GDP) and Components

[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real GDP
GDP (percent) (percentage points)
(percent)
2011 2011 2011
v | I n | v | I I %
Gross domestic product '..... 1000/ 04 13| 18 28 04| 13| 18| 28
Personal consumption
expenditures.... 7100 21| 07| 17| 20| 1.47| 049 1.24| 1.45
Goods ........... 242| 47| -16| 14| 57| 1.10(-0.38| 0.33| 1.34
Durable goods.... 78| 11.7| -63| 57| 148| 0.85|-0.42| 0.42| 1.07
Nondurable goods.. 164| 16| 02| -05| 17| 0.25| 0.04|-0.09| 0.27
Services 468 08| 19| 19| 02| 0.36| 0.87| 0.90| 0.10
Gross private domestic
investment 131 3.8 64| 13| 20.0| 0.47| 0.79| 0.17| 2.35
Fixed investment 126| 12| 92| 13.0| 33| 0.15| 1.07| 1.52| 0.41
Nonresidential 10.3| 21| 10.3| 15.7| 1.7| 0.20| 0.98| 1.49| 0.18
Structures.. 28|-14.3| 22.6| 144| -72|-0.40| 0.54| 0.37|-0.21
Equipment and 76| 87| 62| 162| 52| 0.60| 0.44| 1.12| 0.39
Residential . 23| 24| 42| 13| 109|-0.06| 0.09| 0.03| 0.23
Change in private inventories...... (053] [erveveen || ervereen: || ercereess | exeerees 0.32(-0.28|-1.35| 1.94
Net exports of goods and
services ..... =38 | s | e | v [ e -0.34| 0.24| 0.43|-0.11
Exports 139| 79| 36| 47| 47| 1.01| 0.48| 0.64| 0.64
Goods 98| 10.6| 25| 50| 50| 0.94| 0.24| 0.48| 0.48
Services ... 41| 17| 62| 40| 39| 0.07| 0.24| 0.16| 0.16
Imports..... 1771 83| 14| 12| 4.4|-135|-0.24|-0.21|-0.75
Goods... 149| 95| 16| 05| 4.1|-1.29|-0.23|-0.08|-0.60
Services .... 28| 22| 04| 48| 56|-0.06(-0.01|-0.13(-0.15
Government consumption
expenditures and gross
investment...............ccoocvviiinnnnn. 19.7| -5.9| -0.9| -0.1| -4.6|-1.23 | -0.18 | -0.02 | -0.93
80| -94| 19| 21| -7.3|-0.82| 0.16| 0.17|-0.62
National defense 53[-126| 7.0| 5.0/-125|-0.74| 0.37| 0.27 [-0.73
Nondefense.... 27| -27|-76| -3.8| 4.2|-0.08|-0.22|-0.10| 0.1
State and local .. 11.7| -34| 28| -1.6| -2.6 |-0.41|-0.34 |-0.19|-0.32

1. The estimates of GDP under the contribution columns are also percent changes.

Nore. Percent changes are from NIPA table 1.1.1, contributions are from NIPA table 1.1.2, and shares are from

NIPA table 1.1.10.

Table 2. Real Gross Domestic Product (GDP) and Related Measures

[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real GDP
GDP (percent) (percentage points)
(percent)
2011 2011 2011
% | I mn{ v | I Il v
Gross domestic product’............. 1000 04| 13| 18| 28| 04, 13| 18 28
Final sales of domestic product 99.5| 00| 1.6 32| 08| 0.04| 1.62| 3.16| 0.81
Change in private inventories.. 0.5 cives [errirne | v [ 0.32|-0.28 |-1.35| 1.94
Goods . 286| 49| -06| 22| 129| 1.36|-0.17| 0.62| 3.48
Services ... 646 -0.1| 18| 12| -0.9|-0.05| 1.18| 0.81|-0.60
Structures 6.8/-13.1| 50| 58| -1.8-0.95| 0.33| 0.38|-0.12
Addenda:
Motor vehicle output ............ccoveveene 25| 592| -41| 51| 12.8] 1.08/-0.10| 0.12| 0.30
GDP excluding motor vehicle output 975| -0.7| 15| 17| 25(-0.73| 1.44| 1.69| 245
Final sales of computers................. 0.7| 147| 13.0| 42.1| 32.1| 0.08| 0.07| 0.22 018\
GDP excluding final sales of
COMPULETS ..o 99.3| 03| 13| 16| 26| 027| 1.26| 1.60| 2.58

1. The estimates under the contribution columns are also percent changes.

Norte. Percent changes are from NIPA table 1.2.1, contributions are from NIPA table 1.2.2, and shares are

calculated from NIPA table 1.2.5.

Consumer spending picked up in the fourth quarter,
contributing 1.45 percentage points to real GDP
growth after contributing 1.24 percentage points in
the third quarter. The pickup mainly reflected a
pickup in motor vehicles and parts and an upturn in
clothing and footwear. In contrast, housing and utili-
ties and finance and insurance turned down.

Nonresidential fixed investment slowed sharply, con-
tributing 0.18 percentage point to real GDP growth af-
ter contributing 1.49 percentage points. Equipment
and software slowed, and structures turned down.

Residential investment increased 10.9 percent and
contributed 0.23 percentage point to real GDP
growth. In the third quarter, it had increased 1.3 per-
cent and contributed 0.03 percentage point. The
pickup mainly reflected an upturn in improvements.

Inventory investment turned up, adding 1.94 percent-
age points to real GDP growth after subtracting 1.35
percentage points. The upturn reflected accumula-
tions in manufacturing and in merchant wholesale
trade industries.

Net exports subtracted 0.11 percentage point from
real GDP growth after adding 0.43 percentage point.
Exports increased at the same rate (4.7 percent) as in
the third quarter, and imports picked up, increasing
4.4 percent after increasing 1.2 percent.

Government spending decreased more than in the
third quarter, and subtracted 0.93 percentage point
from real GDP growth after subtracting 0.02 percent-
age point.

Federal government spending turned down, subtract-
ing 0.62 percentage point from real GDP growth after
adding 0.17 percentage point. A large downturn in na-
tional defense spending was partly offset by an upturn
in nondefense spending.

Real final sales of domestic product, real GDP less in-
ventory investment, increased 0.8 percent in the
fourth quarter after increasing 3.2 percent.

Motor vehicle output picked up, increasing 12.8 per-
cent and contributing 0.30 percentage point to real
GDP growth; in the third quarter, it increased 5.1 per-
cent and contributed 0.12 percentage point.

Final sales of computers slowed, increasing 32.1 per-
cent after increasing 42.1 percent.
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Prices

Table 3. Prices for Gross Domestic Purchases
[Percent change at annual rates; based on seasonally adjusted index numbers (2005=100)]

February 2012

Prices of goods and services purchased by U.S. resi-
dents, as measured by the price index for gross domes-
tic purchases, slowed in the fourth quarter, increasing

Contribution to percent

Change from change in gross . .
preceding perod | 4o prchates prices 0.8 percent after increasing 2.0 percent.
(percent) (percentage points)

2011 2011 Consumer prices slowed, reflecting slowdowns in
T T Tw T T T Tw nondurable-goods prices and in services prices and a
larger decrease in durable-goods prices. The largest
Gross domestic purchases ' ................... 40| 33| 20| 08| 40| 33| 20| 08 Contrlbutors to the Slowdown |n consumer prlces were
Personal consumption expenditures.......... 39| 33| 23| 07| 267 2.26| 1.60| 0.48 a downturn in gaso“ne and other energy goods prices

GOOUS v 80) a1} 291 -08) 180) 117) 0671-0.19 and a slowdown in clothing and footwear prices

Durable goods ... 06| 17| -05| -27|-0.04| 0.13|-0.04|-020 9 prices.

Nondurable goods .. 124 67| 45| 01| 1.84| 1.04| 0.71| 0.01 i i . . i i

SIVICES ... 19| 24| 21| 15| 087| 109| 093| 067 Prices paid for nonresidential fixed investment slowed

21| 22| 11| 13| 0.26| 0.27| 0.14| 0.16
14| 24| 15| 12| 017| 0.28| 0.18| 0.15

Gross private domestic investment .

SS pr somewhat, reflecting a slowdown in structures prices.
Fixed investment ....

Nonresidential 14| 25| 18| 1.6| 0.14| 0.24| 0.17| 0.15 H H H H H

T AR AR AR Y AR A AR R AR A AL Prices paid f(_)r residential .lnvestment decreased 0.3
Equipment and software.. 02| 12| 04| 05| 001 009/ 0.03| 0.03 percent, the first decrease since the second quarter of
Residential 15| 20| 03| -0.3| 0.03| 0.04| 0.01(-0.01

2010, after increasing 0.3 percent in the third quarter.
Change in private iNVENtOres ..........ceeers [errevreee | wovvenen [ rverinne | cervnene 0.09/-0.01|-0.04| 0.01

Government consumption expenditures
and gross investment ...
Federal

National defense
Nondefense ...
State and local

Addenda:

Gross domestic purchases:
Food
Energy goods and services.
Excluding food and energy

Personal consumption expenditures (PCE):
Food and beverages for off-premises

consumption
Energy goods and services.
Excluding food and energy
Gross domestic product (GDP)...

Exports
Imports.....

Prices paid by government slowed. A downturn in
prices paid by the federal government, mainly for na-
tional defense, was partly offset by a pickup in prices
paid by state and local governments.

54| 42 13| 09| 1.05| 081 0.24| 0.17
53| 38| 18| -0.1| 0.42| 0.30| 0.14|-0.01
63| 38| 15| -0.4| 0.33| 0.20| 0.08(-0.02
34| 37| 23| 04 0.09| 0.10| 0.06| 0.01
55| 45| 09| 16| 063 052| 0.10| 0.18

Consumer prices excluding food and energy, a mea-
sure of the “core” rate of inflation, slowed, increasing
1.1 percent after increasing 2.1 percent.

59| 57| 42| 28| 029| 028 0.21| 0.14
424) 150 32| -6.5| 1.49| 0.60| 0.13|-0.28
24| 27| 18| 10| 220| 246| 1.64| 0.95

The GDP price index increased 0.4 percent, 0.4 per-
centage point less than the percent change in the price
index for gross domestic purchases, reflecting a larger
decrease in export prices (4.0 percent) than in import
prices (1.0 percent). The decrease in export prices was
the first decrease since the first quarter of 2009.

6.5 64| 47| 27| | [ [
40.7) 15.0| 33| -6.7|.. .
16] 23] 21| 11 o | s [
25| 25| 26| 04| [ [

1100 88| 19| =40 | [ [ ceriiee [ e
19.1| 125] -1.3| -1.0

1. The estimates 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 calculated from index numbers in NIPA table 2.3.4.
Contributions are from NIPA table 1.6.8. GDP, export, and import prices are from NIPA table1.1.7.

Note on Prices

BEA's gross domestic purchases price index is the most
comprehensive index of prices paid by U.S. residents for
all goods and services. It is derived from the prices of per-
sonal consumption expenditures (PCE), private invest-
ment, and government consumption expenditures and
gross investment.

BEA also produces price indexes for all components of
GDP. The PCE price index is a measure of the total cost of
consumer goods and services, including durable goods,
nondurable goods, and services. PCE prices for food,
energy goods and services, and for all items except food
and energy are also estimated and reported. Because
prices for food and energy can be volatile, the price mea-

sure that excludes food and energy is often used as a mea-
sure of underlying, or “core,” inflation. (The core PCE
price index includes purchased meals and beverages, such
as restaurant meals, and pet food. See FAQ 518 on BEAs
Web site.)

BEA also prepares a supplemental PCE price index, the
“market-based” PCE price index, that is based on market
transactions for which there are corresponding price mea-
sures. This index excludes many imputed expenditures,
such as financial services furnished without payment, that
are included in PCE and the PCE price index. BEA also
prepares a market-based measure that excludes food and
energy.
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Personal Income

Table 4. Personal Income and Its Disposition
[Billions of dollars; quarterly estimates are seasonally adjusted at annual rates]

Level Change from preceding period
2011 2011
Il [\ | Il Il [\
Personal income 12,979.6| 13,062.2| 269.3| 108.4| 24.3) 82.6
Compensation of employees, received 8,250.0| 8,327.4| 121.7| 47.2| 30.3| 774
Wage and salary disbursements... 6,641.9 6,708.0f 101.2| 389 248/ 66.1
Private industries................. 5,4526| 5519.1| 98.7| 38.1| 274| 665
Goods-producing industries.. 1,100.9| 1,112.7] 215 4.6 40/ 11.8
Manufacturing .........cccc. 7016/ 707.7] 149 0.0 12 6.1
Services-producing industries .. .| 4,351.7| 4,406.4| 771 33.6| 23.4| 547
Trade, transportation, and utilities........ 1,043.4| 1,059.4| 18.3 8.7 0.3 16.0
Other services-producing industries ... | 3,308.3| 3,347.0, 58.8) 24.8/ 232 387
Government.... .| 1,189.3| 1,188.9 25 0.8 -26| -04
Supplements to wag 1,608.1| 1,619.4) 20.7 8.3 54 113
Proprietors’ income with IVA and CCAdj.. 1,113.7| 1,1155] 14.1| 109 72 1.8
Farm 67.5 58.7 60 12| 02 -88
NONFAIM oo 1,046.2| 1,056.8 8.1 97| 7.0/ 106
Rental income of persons with CCAdj 406.3| 4286 302 119 94| 223
Personal income receipts on assets 1,794.2| 1,789.1| 33.7| 251| -8.1 -5.1
Personal interest income...... 9948/ 9757 151 11.2| -21.1| -19.1
Personal dividend income ... 799.4| 813.4| 186 139 130/ 14.0
Personal current transfer receipts .... 2,336.6/ 2,331.9| -13.1| 19.2| -10.7| 4.7
Government social benefits to persons 2,297.2| 2,292.3| -13.3| 19.3| -10.7| -4.9
Social security ... 716.3) 7223 3.2 9.1 41 6.0
Medicare.... 557.8| 557.9| 125 6.1 3.9 0.1
Medicaid..... 416.4| 408.00 -7.7| 53| -21.0/ -84
Unemploym 103.0 99.3| -112| -87| -58 -37
Veterans benefits.... 65.0 64.3 1.9 1.5 22 -07
438.6| 4405 -11.8) 58/ 59 1.9
39.4 39.6 02 -0.1 00| 02
Less: Contributions for government social
INSUFANCE.....covvreriir et 921.2| 930.2| -82.6 5.9 3.8 9.0
Less: Personal current taxes.............ccc.oceenreeenneens 1,408.5| 1,4485 125.0/ 30.3] 123 40.0
Equals: Disposable personal income (DPI). . [11,571.1111,613.8| 144.3| 782 119 427
Less: Personal outlays....... .| 11,114.6/11,184.5| 153.5| 100.5| 112.0| 69.9
Equals: Personal saving .... 456.5| 429.3] -9.2| -22.4/-100.0| -27.2
Personal saving as a percentage of DPI.. 3.9 <174 PPN IOV IO IO
Addenda: Special factors in personal income
In government wages and salaries:
Federal pay raise.... 1.6 16/ 16/ 00/ 00 00
Reservists' pay 6.7 66/ -05 02 00 -01
In current transfers:
AERO ...t 0.0 24| -25 04 04/ 24
Refundable tax Credits.........oc.eveereeerneceneeen 87.5 875/ -9.0/ 00 00 00
In contributions for government social
insurance:
In state unemployment insurance programs:
Change in tax rates and taxable wage base 75 75 75 00/ 00/ 00
Social security rate reduction ..............ccoeeee... -1054| -105.4|-1054| 0.0/ 00/ 00
In federal personal current taxes:
“Making Work Pay” tax credit 0.0 0.0/ 386/ 00/ 00 00
Refunds, settlements, and other .. -932| -932| 505 0.0 0.0 0.0

Norte. Dollar levels are from NIPA tables 2.1 and 2.2B.

IVA Inventory valuation adjustment

CCAdj Capital consumption adjustment
AERO Automatic Earnings Reappraisal Operation

Saving
Personal saving—disposable personal income less personal
outlays—was $429.3 billion in the fourth quarter, a decrease
of $27.2 billion that followed a third-quarter decrease of
$100.0 billion. The smaller fourth-quarter decrease reflected
an acceleration in disposable personal income and a deceler-

ation in personal outlays.

In 2011, the saving rate was 4.4 percent; in 2010, it was 5.3
percent, reflecting an acceleration in outlays and a decelera-
tion in disposable personal income.

Personal income, which is measured in current dol-
lars, accelerated in the fourth quarter, increasing $82.6
billion after increasing $24.3 billion. The acceleration
primarily reflected accelerations in wages and salaries
and in rental income of persons that were partly offset
by a downturn in farm proprietors’ income.

Wages and salary disbursements increased $66.1 bil-
lion after increasing $24.8 billion. The acceleration re-
flected the incorporation of monthly employment,
hours, and earnings data for the fourth quarter from
the Bureau of Labor Statistics.

Farm proprietors’ income decreased $8.8 billion after
increasing $0.2 billion, largely reflecting a downturn
in the prices received by farmers based on the incor-
poration of data from U.S. Department of Agriculture.

Rental income increased $22.3 billion after increasing
$9.4 billion. The acceleration primarily reflected a
larger decrease in contract interest, an expense that is
deducted in the calculation of rental income, based on
the incorporation of trade source data on mortgage
loans outstanding and mortgage interest rates.

Personal current taxes accelerated, increasing $40.0

billion after increasing $12.3 billion. Federal taxes ac-
celerated, and state and local taxes turned up.

Chart 2. Personal Saving Rate

Percent
8
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Source Data for the Advance Estimates

Table 5. Source Data and Key Assumptions for the Advance Estimates of GDP for the Fourth Quarter of 2011
[Billions of dollars, seasonally adjusted at annual rates]

2011
July | August | Sept. Oct. Nov. | Dec.!

Private fixed investment:
Nonresidential structures:

Value of new nonresidential construction put in place 270.7| 276.2| 280.2| 278.5| 278.6| 2785
Residential structures:

Value of new residential construction put in place:

Single family 105.7| 106.6| 106.8| 107.4| 109.1| 110.6

Multifamily............... 15.0 15.7 15.3 15.2 15.4 15.6
Change in private inventories:
Change in inventories for nondurable manufacturing 23| -144 5.1 48.9 10.6 4.8
Change in inventories for merchant wholesale and retail industries other than motor

VEhICleS and EQUIPMENT .......cvu i snsenes 29.9 246 -144 66.5 26.1 60.2
Net exports: 2
Exports of goods:

U.S. exports of goods, international-transactions-accounts basis 1,521.4| 1,520.0| 1,551.2| 1,536.8| 1,518.7| 1,528.0

Excluding gold 1,489.5| 1,482.1| 1,494.7| 1,492.5| 1,487.0| 1,494.9
Imports of goods:

U.S. imports of goods, international-transactions-accounts basis 2,256.5| 2,251.8| 2,265.4| 2,239.6| 2,276.8| 2,307.4

Excluding gold .|2,242.3| 2,236.4| 2,246.5| 2,223.3| 2,259.4| 2,289.2
Net exports of goods. -735.1| -731.7| -714.2| -702.8| -758.1| -779.4

Excluding gold -752.8| -754.2| -751.8| -730.8| -772.4| -794.3
State and local government structures:
Value of new construction put in PlACE...........c.eeeeerurreeriniireseeereesee e ieeseees 249.2| 2545| 2571| 2539| 257.3| 255.6

1. Assumption.

2. Nonmonetary gold is included in balance-of-payments exports and imports, but it is

not used directly in estimating exports and imports in the national income and product
accounts.

While the advance estimates of many components of GDP
are based on 3 months of source data, some estimates are
based on only 2 months of data. For the following items,
the number of months for which data are available is shown
in parentheses.

Personal consumption expenditures: sales of retail stores
(3), unit auto and truck sales (3), and consumers’ shares of
auto and truck sales (2);

Nonresidential fixed investment: unit auto and truck sales
(3), construction spending (value put in place) (2), manu-
facturers’ shipments of machinery and equipment (3), and
exports and imports of machinery and equipment (2);

Residential investment: construction spending (value put
in place) (2), single-family housing starts (3), sales of new
homes (2), and sales of existing houses (3);

Change in private inventories: trade and nondurable-
goods manufacturing inventories (2), durable-goods man-
ufacturing inventories (3), and unit auto and truck invento-
ries (3);

Net exports of goods and services: exports and imports of
goods and services (2);

Government consumption expenditures and gross invest-
ment: federal outlays (3), state and local government con-

Source Data and Key Assumptions for the Advance Estimates of GDP

struction spending (value put in place) (2), and state and
local government employment (3);

Compensation: employment, average hourly earnings, and
average weekly hours (3); and

Prices: consumer price indexes (3), producer price indexes
(3), and values and guantities of petroleum imports (2).

Unavailable source data

When source data were unavailable, BEA made various
assumptions for December, including the following (table
5):

« A very slight decrease in nonresidential structures,

« An increase in single-family residential structures and a
slight increase in multifamily residential structures,

« An increase in the change in inventories of nondurable-
goods manufacturing industries and a large increase in
the change in nonmotor vehicle merchant wholesale and
retail trade inventories,

¢ An increase in exports of goods excluding gold and a
larger increase in imports of goods excluding gold, and

« A decrease in state and local government structures.

A more comprehensive list is available on BEA's Web site at

www.bea.gov.
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Real GDP for 2011

Table 6. Real Gross Domestic Product (GDP) and Components

[Seasonally adjusted at annual rates]

Contribution to
cu?rgﬁ{?dgflar Change from percent
GDP preceding period G%hsnge in real
(percent) (percent) F(J;())eizrﬁ:se)ntage
2011 2010 | 2011 2010 2011
Gross domestic product ' 100.0 3.0 1.7 3.0 1.7
Personal consumption expenditures. 7.4 2.0 2.2 1.44 1.53
GOOdS ....oovrriviri 24.2 4.3 338 0.99 0.87
Durable goods... 7.7 7.2 8.1 0.53 0.60
Nondurable goods 16.5 29 1.7 0.46 0.28
Services 46.9 0.9 14 0.46 0.66
Gross private domestic investmen 12.7 17.9 4.7 1.96 0.58
Fixed investment 12.4 2.6 6.6 0.32 0.79
Nonresidential ... 10.1 44 8.6 0.42 0.82
Structures 27| -15.8 41 -051 0.11
Equipment and software 7.4 14.6 10.3 0.93 0.71
Residential 22| 43| -14] -011| -0.03
Change in private inventories [O5< 1 PRI PR 1.64| -0.20
Net exports of goods and
SEIVICES ... =38 [ -0.51 0.05
Exports 138 113 6.8 1.31 0.88
Goods 9.8 144 75 112 0.68
Services ... 4.1 5.0 5.1 0.19 0.20
Imports 17.7 12.5 50, -1.82| -082
Goods 148| 148 58| -174| -0.79
Services 2.8 2.9 11} -0.08| -0.03
Government consumption expenditures and
gross investment ... 20.1 0.7 -21 0.14| -0.45
Federal 8.2 45| -2.0 037 -0.17
National defense ... 55 3.3 -2.4 0.18| -0.13
Nondefense 2.7 71 -1.2 0.19| -0.03
State and l0Cal ........c..overveerririrrrneeseeiieens 11.9 -1.8 -23| -023| -0.28

1. The estimates of GDP under the contribution columns are also percent changes.

Nore. Percent changes are from NIPA table 1.1.1, contributions are from NIPA table 1.1.2, and shares are from

NIPA table 1.1.10.

Chart 3. Contributions to the Change in Real GDP
in 2011
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Consumer spending picked up slightly in 2011 and
added 1.53 percentage points to real GDP growth after
adding 1.44 percentage points in 2010. Pickups in ser-
vices and durable goods were largely offset by a slow-
down in nondurable goods.

Nonresidential fixed investment accelerated, adding
0.82 percentage point to real GDP growth after adding
0.42 percentage point. The acceleration reflected an
upturn in structures that was partly offset by a slow-
down in equipment and software.

Residential fixed investment decreased less than in
2010, subtracting 0.03 percentage point after subtract-
ing 0.11 percentage point. Multifamily structures de-
creased less than in 2010, and “other” structures
turned up; single-family structures turned down.

Inventory investment turned down, subtracting 0.20
percentage point from real GDP growth after adding
1.64 percentage points.

Net exports added 0.05 percentage point to real GDP
growth after subtracting 0.51 percentage point, re-
flecting a sharp deceleration in imports that was partly
offset by a slowdown in exports.

Government spending decreased 2.1 percent after in-
creasing 0.7 percent, the largest contraction in govern-
ment spending since 1971.

Federal government spending turned down, reflecting
downturns in both national defense and nondefense
spending.

State and local government spending decreased more
than in 2010; the 2011 decrease was the largest de-
crease since 1944.

Chart 4. Key Contributors to the Change in Annual
Real GDP

15

10

—20

Percent change from preceding year

Hel m_ .\. 1 .-

I Consumer spending
Nonresidential fixed investment
Il Government spending

| | | | |
2007 2008 2009 2010

2006 2011

U.S. Bureau of Economic Analysis




February 2012

The Role of Profits and Income in the Statistical

Discrepancy

By Dylan G. Rassier

HE NATIONAL income and product accounts

(NIPAs) of the Bureau of Economic Analysis
(BEA) include two alternative measures of economic
output: gross domestic product (GDP) and gross do-
mestic income (GDI). GDP is an expenditure-based
measure and is estimated based on spending on final
goods and services. GDI is an income-based measure
and is estimated based on income generated in the
production of goods and services. Before the recession
that began in the fourth quarter of 2007 and ended in
the second quarter of 2009, GDI growth was generally
lower than GDP growth, which has generated discus-
sion about whether the source data and adjustments
that underlie GDP reflect enough economic cyclicality.
This article explores an alternative: whether the source
data and adjustments that underlie GDI reflect too
much economic cyclicality and whether this effect may
explain a significant share of the difference between
GDP and GDI during the downturn. In particular, this
article identifies and explains the following four factors
that require adjustments to convert financial- or tax-
based source data into economic accounting measures
of corporate profits and proprietors’ and partnership
income (hereafter, profits and income):

e Misreporting on tax returns comprises a significant
portion of profits and income, and while there may
be reasons to think that misreporting would be
cyclical in nature, long-term enforcement efforts
may well offset any cyclicality in reporting, and the
overall cyclical effect of adjustments for misreport-
ing is ambiguous.

e Capital gains and losses may be leaking into mea-
sures of profits and income, which could yield
overly cyclical measures of profits and income.

eInconsistent measurement of stock options in
source data may generate an overly cyclical measure
of GDI relative to GDP.

e Assumptions regarding the capitalization rate of
purchased software may overstate profits and
income during cyclical upturns.

For each of these factors, additional research is war-
ranted and ongoing to understand the potential con-

tribution of each factor to differences between GDP
and GDI.

BEA prepares current quarterly estimates and an-
nual estimates of GDP and GDI, each of which is sub-
ject to several revisions.! Each revision yields a new
vintage of estimates. Each successive current quarterly
vintage incorporates newly available source data. Each
annual vintage incorporates newly available source
data as well as improved estimating methodologies. In
addition to revising annual estimates, an annual revi-
sion includes revisions to the quarterly estimates. Ap-
proximately every 5 years, BEA prepares a benchmark
revision, which incorporates newly available, compre-
hensive source data, improved estimating methodolo-
gies, and definition changes.

In concept, GDP and GDI are equal because expen-
ditures by one party in the economy become income to
another party. In practice, all vintages of GDP and GDI
are estimated from largely independent and incom-
plete source data, so the errors in each measure are not
the same. Vintages face tradeoffs between timeliness
and accuracy. While current quarterly vintages offer
the timeliest look at economic output, the accuracy of
current quarterly vintages is affected more than the ac-
curacy of later vintages by the completeness and reli-
ability of the underlying source data. Annual and
benchmark revisions improve accuracy, but the result-
ing vintages are less timely than the current quarterly
vintages.” Regardless of the vintage, discrepancies
between GDP and GDI are introduced through

1. There are three current quarterly vintages for each quarter: advance,
second, and third. Advance, second, and third quarterly vintages are
released approximately 1, 2, and 3 months, respectively, after the end of the
reference quarter. Likewise, there are three annual vintages for each year:
first, second, and third. Annual vintages are released at the end of July for
the previous 3 years. The most recent vintage of annual estimates comes
from the 2011 annual revision, which was released on July 29, 2011. The
2011 annual revision includes the first annual revision for 2010, the second
for 2009, and the third for 2008. In addition, the 2011 annual revision was
the first “flexible” annual revision, which includes revisions to current-dol-
lar GDP and some components back to the first quarter of 2003.

2. However, revision studies generally conclude that annual and bench-
mark revisions do not substantively change BEA’s measures of long-term
growth, pictures of business cycles, and trends in major components of
GDP (Fixler, Greenaway-McGrevy, and Grimm 2011).
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differences in source data, adjustments of source data
to economic concepts and definitions, differences in
interpolation and extrapolation techniques, and
differences in the timing of quarterly seasonal
adjustments. Thus, even after annual and benchmark
revisions are incorporated, differences between GDP
and GDI persist in annual and quarterly estimates.
However, recent work shows that GDP and GDI levels
follow the same trend and rarely drift far from each
other (Greenaway-McGrevy 2011).

The difference between GDP and GDI is known as
the statistical discrepancy. Both GDP and GDI provide
a complete picture of economic output, so the statisti-
cal discrepancy provides an indication of net measure-
ment error. In addition, changes in the degree and
direction of the statistical discrepancy from one period
to another reflect differences in the rates of growth be-
tween GDP and GDI. Internationally, statistical agen-
cies generally choose one of two alternatives to handle
the statistical discrepancy. One alternative is to publish
a statistical discrepancy as a separate line item in the
national accounts based on the relative reliability of the
underlying source data. A second alternative is to allo-
cate the discrepancy to the components of output
where measurement errors are most likely to exist.?
BEA follows the first alternative and publishes a statis-
tical discrepancy as a line item with aggregate GDI.
The resulting double-entry accounts yield a break-
down by component of GDP and GDI in addition to
an indication of the consistency between the two sides
of the accounts.

BEA recognizes strengths and weaknesses of both
GDP and GDI as measures used to analyze economic
activity and business cyclicality. However, a decision
ultimately has to be made regarding which side of the
national accounts to record the statistical discrepancy.
Given the important role that corporate profits and
proprietors’ and partnership income play as compo-
nents of GDI and given the challenges of adjusting
source data to accord with economic accounting mea-
sures of profits and income, BEA records the statistical
discrepancy with GDI in order to reflect the relative re-
liability of the source data and required adjustments
underlying GDI relative to GDP. Thus, this article fo-
cuses on income-side factors and adjustments that
have led to concern at BEA about possible measure-

3. For the first alternative, the System of National Accounts 2008 (SNA)
suggests .. it is usual to attach [the discrepancy] to the variant of [national
output] the office feels is least accurate. The aim is to show users something
about the degree of reliability of the published data” (SNA paragraph
18.16). For the second alternative, the SNA suggests “The alternative is for
the office to remove the discrepancy by examining the data in the light of
the many accounting constraints in the SNA, making the best judgment
possible about where the errors are likely to have arisen and modifying the
data accordingly” (SNA paragraph 18.17).
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ment error. In particular, this article focuses on the re-
cent behavior of the statistical discrepancy and
potential cyclicality of the measurement error in prof-
its and income.

Table 1 shows the component shares of GDI for the
5-year period from 2006 to 2010 using quarterly BEA
data from the 2011 annual revision of the NIPAs,
which provides the most recent vintage of estimates.
This period includes the most recent recession (from
the fourth quarter of 2007 to the second quarter of
2009) as determined by the Business Cycle Dating
Committee of the National Bureau of Economic Re-
search (NBER). Profits and income generally account
for 15 to 20 percent of GDI. Table 1 shows that profits
declined sharply through the fourth quarter of 2008,
and income declined slightly through the second quar-
ter of 2009. The declines in profits and income were
offset in part by increases in the shares of compensa-
tion, other net operating surplus, and consumption of
fixed capital. Table 1 does not provide insight regard-
ing measurement error but does indicate profits and
income account for a larger-than-proportionate share
of any declines in GDI during the recession.*

In addition to profits and income, other compo-
nents of GDI are subject to measurement error. Like-
wise, measurement error affects all components of
GDP. As a result, some recent studies have questioned
BEA’s decision to record the statistical discrepancy
with GDI and the resulting emphasis on GDP in news

4. A similar perspective of GDP for the same period indicates a sharp
decrease in private investment, which is offset in part by increases in net
exports and government expenditures and gross investment.

Table 1. Component Shares of Gross Domestic Income, 2006-2010

[Percent]
Compen- |Taxesless | Proprietors'| Corporate oo;t)r;?;t?neg; ti(éznc?flﬂg&
sation | subsidies | income profits surplus capital

55.0 6.9 8.4 10.0 75 121

54.9 6.9 8.4 9.9 7.8 12.2

54.7 6.8 8.3 10.2 7.8 12.2

55.3 6.8 8.2 9.5 78 12.3

2007: 55.7 6.9 7.9 8.8 8.2 125
55.7 6.9 7.8 8.9 8.2 12.5

56.1 6.9 7.7 8.0 8.5 12.7

56.4 6.9 7.7 7.3 8.9 12.7

2008: 56.6 6.8 7.8 6.6 9.5 12.7
56.2 6.9 7.8 6.4 9.9 12.8

56.2 6.9 7.7 6.2 10.1 13.0

57.1 6.9 74 4.4 10.8 13.4

2009: 56.6 6.9 6.9 59 10.1 13.6
56.8 7.0 6.7 6.7 9.3 13.6

56.4 6.9 6.7 7.8 8.8 13.4

55.8 7.0 6.8 85 8.7 13.3

2010: I... 55.0 6.9 6.9 9.5 8.7 13.0
55.1 6.9 74 9.6 8.4 12.9

55.0 6.8 72 9.8 8.3 12.9

54.7 6.8 7.3 10.1 8.1 12.9

Notes. The shaded area is the date of the recession determined by the Business Cycle Dating
Committee of the National Bureau of Economic Research. GDI components are from NIPA table 1.10.
The data are from the 2011 annual NIPA revision.
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releases (for example, see Klein and Makino 2000; Fix-
ler and Nalewaik 2009; Nalewaik 2010). As a steward of
the U.S. national accounts, BEA does not intend to
promote one measure over another, and the recent
work generally supports BEAs conclusion that both
GDP and GDI are valid measures of output. However,
how much each measure might be weighted in a com-
bined measure and whether temporal variation should
be assumed to indicate less reliability or more reliabil-
ity remains unresolved and, in some cases, may run
contrary to other studies (for example, see Weale 1992;
Smith, Weale, and Satchell 1998; Grimm and Parker
1998; Fixler and Grimm 2002 2005; and Greenaway-
McGrevy 2011). In addition, most of the work to date
on combining GDP and GDI focuses on weighting ag-
gregate measures rather than on weighting the under-
lying source data. As an alternative, BEA is currently
conducting research on weighting the underlying
source data based on reliability in a model to distribute
the statistical discrepancy before aggregating the com-
ponent estimates (for example, see Chen 2006, 2010).
While weighting the underlying source data receives
strong support from a theoretical perspective (for ex-
ample, see Stone, Meade, and Champernowne 1942;
Byron 1978), the practicality and feasibility of weight-
ing the underlying source data have yet to be deter-
mined.’

The first section presents an accounting framework
to describe the role of profits and income in the statis-
tical discrepancy. The section also discusses empirical
evidence to explain the focus on profits and income
rather than on other components of GDI and GDP.
The next section identifies and explains the factors of
profits and income that are most likely to contribute to
the statistical discrepancy. The final section offers
some concluding observations.

Profits and Income and
the Statistical Discrepancy

Accounting framework

To provide some conceptual context, we follow Klein
and Makino’s (2000) construction of the national ac-
counting identity.® The expenditure-based measure of

5. Weighting underlying source data in a statistical framework has been
successfully implemented at BEA to reconcile and balance the gross operat-
ing surplus component of the 2002 input-output accounts and GDP by
industry accounts (Rassier et al. 2007).

6. Klein and Makino (2000) argue that BEA’s decision to record the statis-
tical discrepancy with GDI is tenable but may result in nonrandom error in
the NIPAs. As a result, the authors argue that the statistical discrepancy
should be distributed among the components of GDP and GDI. While their
conclusions are subject to question (see Grimm 2007), their analytic frame-
work is uncontroversial and useful to explain BEA’s decision to record the
statistical discrepancy with GDI.
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output can be written as the sum of consumer expen-
ditures (C), investment (I), government expenditures
(G), and exports (X) less imports (M). Likewise, the
income-based measure of output can be written as the
sum of wages (W), profits and income (P), rents and
interest (R), and taxes on production (T) less subsidies
(S). Thus, if all these variables are measured in accor-
dance with economic accounting principles, the ac-
counting identity for output is as shown in the
following equation:

C* + |* + G* + X* — M*

= W*¥+P*+R*+T%—-G* (1)

The left side of equation (1) captures all final expen-
ditures on goods and services in the economy, and the
right side captures all income accruing to the input
factors used for the production of the goods and ser-
vices. The asterisks in equation (1) indicate compo-
nents measured without error. In practice, each of the
components is usually estimated from independent
and incomplete source data. In addition, at least some
of the components in equation (1) are estimated from
source data that are not consistent with economic ac-
counting concepts and thus require adjustments. Thus,
the identity is inevitably not satisfied, resulting in a sta-
tistical discrepancy (SD) as follows:

SD = (C+1+G+X-M)
— (W+P+R+T-5)

In equation (2), asterisks are removed to reflect mea-
surement error in each of the components.

Klein and Makino (2000) point out that firm-level
profits and income (I1) are never directly estimable
but are merely a residual between sales and costs as
follows:”

(2)

IT = Sales — Costs (3)

From a financial accounting perspective, the results of
equation (3) may vary across firms because of flexibil-
ity in the application of financial accounting rules.
Likewise, the results of equation (3) may vary between
financial and tax accounting records within a firm be-
cause of differences between financial and tax account-
ing rules.

From an economic accounting perspective, a mea-
sure of profits and income from equation (2) can be
obtained by calculating the residual between the
measured expenditure-based components and the

7. We use different notation for profits and income in equation (3) than
in equation (1) because P in equation (1) denotes aggregate profits and
income that are consistent with economic accounting concepts while
(TT) in equation (3) denotes firm-level profits and income that are consis-
tent with financial or tax accounting concepts.
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measured income-based components other than prof-
its and income as follows:

P= (C+I+G+X-M)
Sales
~(W+R+T-5)

Costs

(4)

In equation (4), the expenditure-based components in
the first set of parentheses correspond to sales in equa-
tion (3), and the income-based components in the sec-
ond set of parentheses correspond to costs. If the
economic accounting measure of profits and income is
determined by equation (4), the statistical discrepancy
is allocated entirely to profits and income, which is
most likely incorrect.

Alternatively, a measure of profits and income for
equation (2) can be obtained by aggregating profits
and income for each firm j from equation (3) as fol-
lows:

P= JZ IT;+Adjustments (5)

The adjustments in equation (5) are required in order
to obtain an economic accounting measure of profits
and income based on source data that might be incon-
sistent with economic accounting concepts. In contrast
to equation (4), equation (5) provides a check on the
accuracy of the other measured components in equa-
tion (2), and uncertainty remains as to the allocation
of the statistical discrepancy.

Practical considerations

In practice, GDP and GDI in the NIPAs are estimated
from largely independent and incomplete source data.
In addition, profits and income in the NIPAs are esti-
mated according to equation (5) rather than equation
(4). As summarized in equation (2), the statistical dis-
crepancy reflects the completeness and reliability of
the underlying source data and the consistency of
the underlying source data with economic account-
ing concepts for each of the measured expenditure-
based and income-based components. In equation (5),
adjustments are required to manage incomplete and
less reliable source data and source data that are incon-
sistent with economic accounting concepts. Adjust-
ments are generally required for all expenditure-based
and income-based components in the NIPAs, but all
quarterly and annual vintages of GDI are generally
subject to more adjustments than corresponding vin-
tages of GDP (Grimm and Weadock 2006; Holdren
and Grimm 2008). With some exceptions, the source
data underlying current quarterly estimates and an-
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nual estimates of GDP are collected by the Census Bu-
reau in a set of surveys that are designed to provide
data consistent with economic accounting concepts. In
contrast, the source data underlying current quarterly
estimates and annual estimates of profits and income
are generally collected from financial- and tax-based
source data, which are often inconsistent with eco-
nomic accounting concepts. In addition to conceptual
inconsistencies, tax-based source data underlying prof-
its and income are less timely than the source data un-
derlying GDP. As a result, current quarterly estimates
and the first annual estimates of GDP are based on a
more complete set of source data than the estimates of
profits and income for the same vintages.! Given the
important roles that profits and income play as com-
ponents of GDI and the challenges of adjusting finan-
cial- and tax-based source data for completeness,
reliability, and economic accounting concepts, BEA re-
cords the statistical discrepancy with GDI, reflecting
the relative reliability of the source data and required
adjustments underlying GDI relative to GDP.

To be clear, components of GDI other than profits
and income also pose estimation challenges that likely
contribute to the statistical discrepancy. Likewise, esti-
mation challenges exist for components of GDP. Re-
lated research has used aggregate BEA data and applied
statistical analyses to determine the contributions of
GDI components and GDP components to the statisti-
cal discrepancy. Klein and Makino (2000) use regres-
sion analysis to estimate the statistical discrepancy for
the period 1947 to 1997; they found that in addition to
profits and income, the discrepancy is affected signifi-
cantly by exports and government expenditures. How-
ever, Klein and Makino’s (2000) results were not
supported when using more recent vintages of esti-
mates in Grimm (2007), which used regression analy-
sis to estimate the statistical discrepancy for 1970 to
2004. Grimm (2007) found that the effect of any GDI
or GDP component on the statistical discrepancy is in-
determinate for the period because of multicollinear-
ity.

Additional related research used aggregate BEA data
to determine whether GDI, GDP, or a combination of
GDI and GDP offers a better measure of true eco-
nomic output. Fixler and Nalewaik (2009) made the
reasonable assumption that revisions to GDP and GDI
add news to the estimates (Mankiw and Shapiro 1986)
and applied a revision decomposition for 1984 to 2005
to find that the idiosyncratic variation in GDI growth
was higher than the idiosyncratic variation in GDP

8. See Grimm and Weadock (2006), Holdren and Grimm (2008), and
Landefeld (2010) for further discussion.
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growth after revisions. Fixler and Nalewaik (2009) at-
tributed the increased variation in GDI growth to news
and concluded that GDI should be weighted more
than GDP in a combined measure of output without
suggesting a combination of appropriate weights. In
addition, Nalewaik (2010) applied statistical tests to
determine whether growth in GDP or GDI better re-
flects business cyclicality in output growth for 1978 to
2009, and the study concluded that GDI growth is a
better measure of cyclicality without providing a rigor-
ous analysis for a weighted measure of output.

Greenaway-McGrevy (2011) applied a Kalman filter
to determine true economic output for the period
1983-2009 and concludes that the measurement error
of GDP is smaller than the measurement error of GDI.
Greenaway-McGrevy (2011) suggested that GDP
should be weighted approximately 60 percent and GDI
should be weighted approximately 40 percent in a
combined measure of output.

Other related research used disaggregated BEA data
to determine the distribution of the statistical discrep-
ancy to GDI and GDP components. Chen (2010) ap-
plied a generalized least squares (GLS) model to
distribute the statistical discrepancy in 2002 to the
components of expenditure-based GDP in the NIPAs,
the components of value added in the income-based
GDP by industry accounts, and the gross output and
intermediate inputs of the input-output accounts
based on the relative reliabilities of underlying source
data in all the accounts. She found that the optimal ad-
justments to gross output, intermediate inputs, and
GDP components are relatively small, while the opti-
mal adjustments to value added are relatively large due
to the relatively low reliability of tax-based source data
and adjustments included in the gross operating sur-
plus component of value added.’ In earlier work, Chen
(2006) applied a GLS model to distribute the statistical
discrepancy in 1997 to the components of value added
in the income-based GDP by industry accounts and to
gross output and intermediate inputs of the input-out-
put accounts. In contrast to Chen (2010), the compo-
nents of expenditure-based GDP were held fixed in
Chen (2006). Similar to Chen (2010), Chen (2006)
found relatively small adjustments to gross output and
intermediate inputs and relatively large adjustments to
value added given the relative reliabilities of the under-
lying data.

9. Corporate profits, proprietors’ income, and partnership income consti-
tute a large proportion of gross operating surplus.
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In sum, the studies that used disaggregated data
with statistical analyses have yielded a consistent set of
results and conclusions, whereas studies that used ag-
gregated data with statistical analyses have so far
yielded a mixed set of results and conclusions. In other
words, a bottom-up approach may be necessary to
draw conclusions about the extent to which the statis-
tical discrepancy is likely to be attributable to expendi-
ture-based and income-based components. Thus, from
a practical perspective, BEA must rely on its experience
with underlying source data in its decision to record
the statistical discrepancy with GDI.

Cyclicality
The behavior of the statistical discrepancy may look
different on a quarterly basis than on an annual basis
because quarterly variation is netted out in annual esti-
mates.!” The behavior of the statistical discrepancy
during cyclical turning points is particularly important
to policymakers and other decisionmakers because dif-
ferences between GDP and GDI can complicate the de-
cisionmaking process. Likewise, when it comes to
making real-time decisions, current quarterly vintages
of GDP and GDI are timelier than vintages based on
annual and benchmark revisions. Regardless of the
vintage, the cyclicality of underlying source data and
required adjustments affecting GDP and GDI is im-
portant to consider in the decision about where to re-
cord the statistical discrepancy because source data
and adjustments that are overly cyclical or not cyclical
enough are likely to yield a less accurate measure of
economic output.

Chart 1 presents the quarterly statistical discrepancy
as a percent of GDP for the 5-year period 2006—2010.
This period includes the recession that began in the
fourth quarter of 2007 and ended in the second quar-
ter of 2009, as determined by NBER’s Business Cycle
Dating Committee. Before the recession that began in
2007, the quarterly statistical discrepancy changes
from relatively large and negative in the first quarter to
relatively large and positive by the last quarter. With
the exception of the period from the first quarter of
2006 to the first quarter of 2007, the quarterly statisti-
cal discrepancy as a percent of GDP is less than 1 per-
cent.

10. While first annual estimates are generally based on the same source
data used for quarterly interpolations and extrapolations, second and third
annual estimates are based on tax-based source data. Thus, quarterly varia-
tion related to the second and third annual estimates comes from the source
data used for quarterly interpolations.
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Chart 2 presents real GDP levels and real GDI lev-
els.! The difference between the two series reflects the
variation in the statistical discrepancy as shown in
chart 1. As shown in chart 2, real GDI is generally
higher than real GDP before the third quarter of 2007
but relatively flat for the three quarters leading to the
NBER peak in the fourth quarter of 2007. Real GDI in-

11. Real GDP and real GDI are published in chained 2005 dollars. We
deflate current-dollar GDI using the implicit price deflator for GDP
because there is no price deflator specifically for GDI.

Chart 1. Quarterly Statistical Discrepancy as a Percent of
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creases slightly in the first quarter of 2008 before de-
creasing significantly during the remaining quarters of
the recession. At both the NBER peak and the NBER
trough, real GDI is lower than real GDP. Real GDP in-
creases consistently in the quarters preceding the
NBER peak in 2007 but decreases slightly for the first
quarter of 2008 before increasing slightly and then de-
creasing significantly during the remaining quarters of
the recession.
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Chart 3 presents the percent changes from the pre-
ceding period in real GDP and real GDI. As shown in
chart 3, both GDP and GDI growth begin to slow in
the second quarter of 2006. Thus, the measures of out-
put demonstrate weakness prior to the NBER peak.
The percent change in real GDI seesaws for the three
quarters before the NBER peak and increases in the
first quarter of 2008 before decreasing significantly in
the remaining quarters of the recession. The percent
change in real GDP generally decreases in quarters pre-
ceding and immediately after the NBER peak before
increasing and then decreasing significantly during the
recession. Thus, chart 2 and chart 3 show similar pat-
terns for GDP and GDI for the last half of the recession
but slightly different patterns for the quarters leading
up to the NBER peak and immediately after the NBER
peak.

Factors of Profits and Income That
Contribute to the Statistical Discrepancy
This section explains the following factors that require
adjustments to convert financial- or tax-based source
data into economic accounting measures of profits and
income: (1) misreporting, (2) capital gains and losses,
(3) employee stock options, and (4) produced intangi-
bles. BEA considers potential measurement error in
these factors to be likely contributors to the statistical
discrepancy regardless of economic cyclicality. How-
ever, some factors may be more likely than others to
contribute to the statistical discrepancy during cyclical
turning points because of cyclicality in the related
measurement error. While ongoing work at BEA and

Statistical Discrepancy
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other federal agencies attempts to address and mitigate
the related measurement error, the work is limited by
conceptual differences and regulatory reporting re-
quirements underlying the financial- and tax-based
source data.

Misreporting
Studies conducted at the Internal Revenue Service
(IRS) have determined that taxpayers make significant
tax misreporting errors. Because tax-based source data
are used to estimate profits and income for annual and
benchmark revisions, adjustments are required for
misreporting by taxpayers. BEA makes separate misre-
porting adjustments for corporate profits and for pro-
prietors’ and partnership income. Any inaccuracy in
the misreporting adjustments affects the cyclicality of
measured profits and income, but as discussed below,
it is unclear how any errors in the misreporting adjust-
ments may affect the cyclicality of profits and income.

Misreporting data for proprietors’ and partnership
income come from two sources. First, the IRS provides
industry-level tabulations of underreported taxable in-
come based on a study conducted for the 2001 tax
year under the National Research Program (NRP).
Because 2001 is the most recent year for which NRP
data are available, BEA extrapolates underreporting
amounts from the 2001 data. Second, the Census Bu-
reau provides industry-level estimates of nonreporting
based on annual exact-match studies. The nonreport-
ing portion of the misreporting adjustment is small
relative to the underreporting portion.

Misreporting data for corporate profits come

Chart 3. Quarterly Percent Change in Real GDP and Real GDI, 2006-2010
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primarily from annual IRS corporate audit reports,
which provide estimates of additional tax amounts
owed as determined through audits. BEA supplements
the audit reports with IRS tabulations of the amounts
actually collected versus the amounts recommended in
the audit reports. To determine misreported profits,
BEA makes judgments regarding marginal tax rates. In
addition, given the nonrandom nature of the audit
sample, BEA makes judgments regarding the applica-
tion of the audit amounts to the universe of corpora-
tions.

Given the patchwork of misreporting source data
and the age of some misreporting source data, BEA
considers the misreporting adjustments to be of rela-
tively low reliability for assessing year-to-year changes.
In addition, the misreporting adjustments comprise a
significant amount of corporate profits and propri-
etors’ and partnership income. As a percent of propri-
etors’ and partnership income in the NIPAs, the
misreporting adjustments for proprietors and partner-
ships have been approximately 50 percent since 1970.
As a percent of profits before taxes in the NIPAs, the
misreporting adjustments for corporations have gener-
ally fluctuated between 15 and 25 percent. Thus, the
misreporting adjustments for proprietors and partner-
ships are generally larger as a percent than the misre-
porting adjustments for corporations.

BEA does not make any explicit cyclical adjustments
to its overall misreporting adjustments. This is in part
due to uncertainty about the potential effect of cycli-
cality on misreporting. For example, if misreporting
increases during a downturn as businesses attempt to
retain a larger after-tax share of their business income,
the decline in profits and income could be overstated
during the downturn. However, long-term efforts by
the IRS to increase the number of examinations and
audits overall, including audits on high-income indi-
viduals, and to increase the number of audits of sole
proprietors and partnerships may result in a trend de-
crease in overall misreporting.

Confronted with this uncertainty, the effect of both
procyclical and countercyclical misreporting are as-
sumed in simulating the effect on the statistical dis-
crepancy for the most recent recession. In order to
simulate the change in the statistical discrepancy in the
case of countercyclicality, we assume a 10 percent
increase in annual misreporting for 2008. If total
misreporting increased 10 percent in 2008, the statisti-
cal discrepancy would change from —$2.4 billion to —
$73.3 billion, and the percent change in real GDI
would increase from —0.4 to 0.1. Likewise, if misre-
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porting is procyclical and decreased 10 percent in
2008, the statistical discrepancy would change from
—$2.4 billion to $68.3 billion, and the percent change
in real GDI would decrease from —0.4 percent to —0.9
percent.

Capital gains and losses

Capital gains and losses reflect changes in prices rather
than changes in quantities or economic production. In
other words, capital gains and losses do not reflect
profits and income arising from production and
should be excluded from the measures of profits and
income in the NIPAs. However, both financial- and
tax-based source data include capital gains and losses,
which requires BEA to make adjustments to remove
them. There are two areas where BEA has concerns re-
garding the accurate removal of capital gains and losses
due to a lack of data: gains and losses attributable to
corporate partners and gains and losses associated with
mark-to-market (or fair value) accounting. To the ex-
tent that BEA cannot identify capital gains and losses
attributable to corporate partners or mark-to-market
accounting, measured profits and income in the NIPAs
may be affected.

Corporate partners

Capital gains and losses attributable to corporate part-
ners may be leaking into measures of partnership in-
come, which could result in an overly cyclical measure
of partnership income.

Annual tax-based source data on both corporate
profits and partnership income include partnership in-
come attributable to corporate partners. To prevent
double-counting, BEA removes the corporate share
from the NIPA measure of partnership income. Source
data on the corporate share of NIPA partnership in-
come are not available, but data on the corporate share
of tax-based partnership income are available. How-
ever, the tax-based partnership income attributable to
corporate partners includes capital gains and losses. In
order to be consistent with NIPA partnership income,
the capital gains and losses must be removed from the
corporate share of tax-based partnership income.!?
Thus, the adjustment to remove the corporate share
from the NIPA measure of partnership income is

12. Capital gains and losses are included in tax-based partnership income
as part of portfolio income and losses. In addition to capital gains and
losses, portfolio income and losses includes interest, dividends, and royal-
ties. BEA removes all portfolio income and losses. However, the focus here
is on the capital gains and losses portion because of the effect on partner-
ship income.
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determined by subtracting an approximation of capital
gains and losses from the corporate share of tax-based
partnership income.

Table 2 displays net capital gains and losses attribut-
able to partnerships as a proportion of net partnership
income published by the IRS’s Statistics of Income
(SOI) for the 10-year period 1999-2008."* (Data for ta-
ble 2 are not available by type of partner). The propor-
tion of net capital gains and losses in table 2 appears to
be procyclical with relatively high proportions in years
preceding NBER peaks and relatively low proportions
in years following NBER peaks. Given the unavailabil-
ity of data by type of partner, BEA approximates the
corporate share of capital gains and losses with a com-
bination of SOI tabulations of capital gains and losses
and assumptions regarding the corporate share of cap-
ital gains and losses. If capital gains and losses are dis-
proportionately high relative to the chosen
assumptions, the corporate partner adjustment would
yield a measure of partnership income that is too high.
If capital gains and losses are disproportionately low
relative to the chosen assumptions, the corporate part-
ner adjustment would yield a measure of partnership
income that is too low. Thus, while BEA makes the best
estimate possible of partnership income given the
available data, the measure of partnership income is
subject to the procyclicality of capital gains and losses
based on the corporate partner adjustment.

Mark-to-market accounting

In addition to partnership income, capital gains and
losses may be leaking into measures of corporate prof-

13. Net capital gains include short-term and long-term capital gains and
losses. SOI data for more recent years have not yet been published.

Table 2. Proportion of Net Capitalvb Gains
in Net Partnership Income, 1999-2008
[Percent]

Net capital
gains proportion

34.6
37.4
11.0

1.6
19.3
34.9
37.0
39.3
46.7

1.6

Nores. Net capital gains include short-term and long-term capital gains and losses.

The shaded areas are approximate dates of recessions determined by the Business Cycle Dating
Committee of the National Bureau of Economic Research.

The data are from the Internal Revenue Service's Statistics of Income.

Net capital gains include short-term and long-term capital gains and losses.
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its through mark-to-market accounting practices,
which could yield an overly cyclical measure of corpo-
rate profits.

While the mischaracterization of capital gains and
losses as ordinary income and losses and vice versa is
possible, BEA has no evidence to suggest systematic
mischaracterization in either financial- or tax-based
source data. However, capital gains and losses associ-
ated with mark-to-market accounting rules may be re-
quired to be characterized and reported as ordinary
income and losses in financial statements and tax re-
turns. In this case, ordinary income and losses refer to
income and losses arising from production and used
by BEA to derive economic accounting measures of
profits.

Under mark-to-market accounting rules, an asset
held at the end of a reporting period may be treated as
sold at its fair value even if the asset was not actually
sold. Likewise, a liability held at the end of a reporting
period may be treated as transferred even if the liability
was not actually transferred. As a result, capital gains
and losses may be recognized in financial statements or
on tax returns, but they need to be excluded from prof-
its for economic accounting purposes. However, be-
cause of a lack of data, BEA’s adjustments for capital
gains and losses in financial- or tax-based source data
may not capture mark-to-market gains and losses that
are required to be reported as ordinary income and
losses. While methods for valuing the asset or liability
may differ under financial accounting rules and tax ac-
counting rules, the application of mark-to-market ac-
counting may differ considerably under financial
accounting rules and tax accounting rules.

Tax accounting rules. Under tax accounting rules,
gains and losses associated with hedging transactions
that are conducted in the normal course of a taxpayer’s
business are generally required to be characterized and
reported on an income tax return as part of ordinary
income and losses.!* For example, a taxpayer that man-
ages future input costs with a hedge would recognize
ordinary income or losses associated with the hedge.
Likewise, a taxpayer that uses a hedge to manage inter-
est-rate risk related to a future debt issuance would
recognize ordinary income or losses associated with
the hedge. While the taxpayer has some flexibility in
choosing an accounting method for recognizing gains
and losses associated with hedging transactions, these
gains and losses must generally be recognized in the
same period as gains and losses associated with the

14. Tax rules regarding the definition and identification of hedging trans-
actions and regarding the treatment of gains and losses associated with
hedging transactions are provided in Treasury Regulations §1.1221-2.
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underlying asset or liability.!”" In cases where a hedge
and the underlying asset or liability are both disposed
of in the same year, recognizing the gains and losses
may satisfy the recognition requirement. However, a
hedging transaction may also be accounted for under
mark-to-market accounting in order to satisfy the rec-
ognition requirement, which results in capital gains
and losses recognized on the taxpayer’s income tax re-
turn as ordinary income and losses. No separate line
item is required on the tax return for the gains and
losses associated with the mark-to-market accounting.
Thus, BEA’s adjustments to tax-based source data for
capital gains and losses does not account for mark-to-
market gains and losses associated with hedging trans-
actions.

IRS schedule M-3 is a recent information form that
corporations with $10 million or more in assets are re-
quired to file. Schedule M-3 provides previously un-
available details regarding receipts and deductions
reported on a corporate income tax return; one of the
line items on schedule M-3 is for hedging transactions.
SOI has recently published tabulations of schedule
M-3 for 2008, showing a hedging transactions loss of
$95.1 billion. Assuming hedging transactions include
some mark-to-market gains and losses, not adjusting
for the mark-to-market gains and losses could yield an
overly cyclical annual measure of profits and income
and contribute to the statistical discrepancy. However,
without more data and further study, BEA has no di-
rect evidence regarding the degree or cyclicality of the
mark-to-market gains and losses included in hedging
transactions.

Financial accounting rules. Under financial ac-
counting rules, mark-to-market accounting is required
on a recurring basis (that is, periodically) for some fi-
nancial assets and liabilities and may be elected for
other financial assets and liabilities. Examples of finan-
cial assets and liabilities include investment securities,
derivative instruments, loans and other receivables,
notes and other payables, and debt instruments issued.
Nonfinancial assets and liabilities are generally ac-
counted for at historic cost with fair value gains or
losses recognized as ordinary gains or losses only when
the value of an asset or liability is considered to be
“other-than-temporarily” impaired. Since gains or
losses associated with other-than-temporary impair-
ment are only recognized on a nonrecurring basis,
nonfinancial assets and liabilities are outside the cur-
rent scope. Thus, the focus here is on financial ac-

15. Tax rules regarding the accounting methods for hedging transactions
and regarding the recognition of gains and losses associated with hedging
transactions are provided in Treasury Regulations §1.446—4 for most tax-
payers except securities dealers. Accounting methods for securities dealers
are provided in Treasury Regulations §1.475.
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counting rules that require or allow mark-to-market
accounting for financial assets and liabilities.!

Financial accounting rules distinguish three classes
of debt and equity investment securities: (1) debt secu-
rities intended to be held to maturity, (2) debt and eq-
uity securities bought primarily for short-term trading
purposes, and (3) debt and equity securities that are
available for sale but not classified in the previous two
classes.'” Held-to-maturity securities are accounted for
at historic cost. Mark-to-market accounting is re-
quired on a recurring basis for the second of the three
classes—trading securities—and the third class—avail-
able-for-sale securities. Trading securities include
mortgage-backed securities that are held for sale in
conjunction with mortgage banking activities. Mark-
to-market gains and losses generated by trading securi-
ties are required under financial accounting rules to be
included with earnings in the income statement (that
is, ordinary income or losses) with a separate disclo-
sure of the amount in the notes to the financial state-
ments. No separate line item is required in the
financial statements for the gains and losses associated
with the mark-to-market accounting. Mark-to-mar-
ket gains and losses generated by available-for-sale se-
curities are required to be included directly in
shareholder’s equity rather than in earnings. Thus,
earnings reported in financial statements may include
capital gains and losses associated with trading securi-
ties but not available-for-sale securities.

Financial accounting rules also require mark-to-
market accounting on a recurring basis for derivative
assets and liabilities, including derivatives that qualify
as hedges.! Mark-to-market gains and losses generated
by derivative assets and liabilities and derivatives quali-
fied as hedges of changes in fair value of an asset or lia-
bility are required to be included with earnings in the
income statement (that is, ordinary income or losses)
with no separate line item to distinguish the mark-to-
market gains or losses. In the aggregate, gains or losses
associated with derivative assets should be offset by
gains or losses associated with derivative liabilities.
However, earnings available in disaggregated source
data may include capital gains and losses associated
with derivative instruments. Likewise, gains or losses
associated with hedged assets or liabilities are presum-
ably offset only to the extent of the gains or losses on
the qualified derivative. Thus, earnings reported in fi-
nancial statements may include capital gains and losses

16. Financial accounting rules for fair value measurement are provided in
Statement of Financial Accounting Standards (SFAS) number 157 or topic
820 in the new Accounting Standards Codification (ASC).

17. Financial accounting rules for investments in debt and equity securi-
ties are provided in SFAS number 115 or ASC topic 320.

18. Financial accounting rules for derivative instruments and hedging
activities are provided in SFAS number 133 or ASC topic 815.
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associated with derivative instruments and financial
assets and liabilities that have not been offset by
hedges.

In addition to requiring mark-to-market account-
ing for investment securities and derivative instru-
ments, financial accounting rules allow companies to
elect mark-to-market accounting for other financial
assets and liabilities, such as receivables, payables, and
debt instruments.” A mark-to-market election is gen-
erally applied to an individual instrument and is irre-
vocable. In addition, similar to trading securities and
derivative instruments, mark-to-market gains and
losses associated with an election are required to be in-
cluded with earnings in the income statement (that is,
ordinary income or losses) with no separate line item.
The mark-to-market election has been broadly avail-
able since 2008, so earnings reported in recent finan-
cial statements may include capital gains and losses
associated with the financial assets and liabilities cov-
ered by the accounting rules.

BEA uses financial-based source data for quarterly
indicators of corporate profits in some industries. In
particular, BEA uses quarterly financial reports (QFRs)
provided by the Census Bureau for mining, manufac-
turing, wholesale trade, and retail trade industries.
QFRs include a sample of publicly owned and privately
owned companies and also include adjustments to re-
move capital gains and losses for use in the NIPAs. In
addition to QFRs, BEA uses Compustat data for some
utilities, transportation, information, real estate, and
finance and insurance industries. For the finance and
insurance industries, quarterly indicators come from
Compustat for nondeposit credit intermediaries, secu-
rities dealers, life insurance, and real estate investment
trusts. The Compustat database only includes publicly
owned companies and does not provide a variable to
distinguish mark-to-market gains and losses included
in earnings. Thus, for quarters with substantial
changes in market values of securities, BEA can only
resort to a small sample of quarterly financial reports
filed with the Securities and Exchange Commission by
individual companies to adjust for mark-to-market
gains and losses.”’ Assuming mark-to-market gains
and losses are procyclical, overadjusting based on the
chosen sample would yield a quarterly measure of
profits that is not cyclical enough, and underadjusting
based on the chosen sample would yield a quarterly
measure of profits that is too cyclical.

19. Financial accounting rules for the fair value option for financial assets
and liabilities are provided in SFAS number 159 or ASC topic 825.

20. For more information on corporate profits in the NIPAs, see Hodge
(2011) and Bureau of Economic Analysis (2002).
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Finance and insurance industries. Given the inclu-
sion of mortgage-backed securities with trading secu-
rities and given the concentration of debt and equity
securities purchased and sold for finance-related activ-
ities, financial institutions are particularly affected by
mark-to-market accounting. Financial accounting
rules for mark-to-market accounting have been under
increasing scrutiny since the most recent recession
(fourth quarter of 2007 to the second quarter of 2009)
and the related subprime mortgage crisis because of
the volatile impact that the rules have on earnings dur-
ing times of market volatility. For NIPA purposes, the
removal of mark-to-market gains and losses was par-
ticularly important but challenging in the finance and
insurance industries leading up to and following the
NBER peak in the fourth quarter of 2007 because of
the lack of adequate data on mark-to-market gains and
losses included in earnings reported in financial state-
ments and compiled in the Compustat database. Thus,
declines in profits in the finance and insurance indus-
tries may reflect mark-to-market losses to the extent
that the losses were not identified. If so, profits in the
finance and insurance industries would be under-
stated.

Chart 4 presents quarterly estimates of corporate
profits with inventory valuation adjustment (IVA) and
capital consumption adjustment (CCAdj) published in
the NIPAs. Separate series are shown for the finance
and insurance industries and all other industries. In
addition, the chart includes a series that combines all
domestic industries and, for reference to patterns of
potential capital gains and losses, the chart includes a
series for the S&P 500 Index measured on the right
axis.?!

As shown in chart 4, measured corporate profits
with IVA and CCAdj generally dropped consistently
from one quarter to the next for all domestic industries
leading up to the NBER peak. The series for all domes-
tic industries continued to decline during the reces-
sion, but the decline was driven primarily by the
finance and insurance industries, which dropped con-
siderably more than the nonfinance industries. In ad-
dition, in quarters outside of the recession, corporate
profits in the finance and insurance industries were
generally as high as at least 40 percent of corporate
profits in nonfinance industries; however, during the
recession, corporate profits in the finance and insur-
ance industries dropped to less than 5 percent of cor-
porate profits in nonfinance industries for some
quarters. The S&P 500 Index increased steadily until

21. The S&P 500 Index series is determined by the monthly average clos-
ing value adjusted for dividends and stock splits.
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the third quarter of 2007 and then decreased steadily
until it reached a low in the fourth quarter of 2008 and
started another steady increase.

The variation in corporate profits in chart 4 is
highly correlated with the variation in potential capital
gains and losses reflected by the S&P 500 Index. In
2006-2010, the correlations between the S&P 500 In-
dex and corporate profits in the finance and insurance
industries and nonfinance industries are 0.41 and 0.49,
respectively. The correlation with all domestic indus-
tries is 0.52 for the full period. For the recessionary pe-
riod, the correlations of the S&P 500 Index with
finance and insurance and nonfinance are 0.48 and
0.33, respectively. The correlation with all domestic in-
dustries is 0.79 for the recessionary period.

Chart 4 does not lead to a conclusion that corporate
profits include capital gains and losses. However, the
pattern of corporate profits in the finance and insur-
ance industries over the period raises the issue of
whether mark-to-market gains and losses play a role in
the pattern of the statistical discrepancy given the rela-
tively high corporate profits in the finance and insur-
ance industries leading up to the NBER peak and
following the NBER trough and dramatically low cor-
porate profits during the recession. In order to simu-
late the change in the statistical discrepancy in the case
of the inclusion of capital gains and losses during the
most recent recession, 10 percent of quarterly corpo-
rate profits are assumed to be attributable to mark-to-
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market losses. If corporate profits increase by 10 per-
cent for each quarter of the recession, the statistical
discrepancy would improve for five of the seven reces-
sionary quarters, and the difference between the per-
cent change in GDP and the percent change in GDI
would decline for five of the seven recessionary quar-
ters. Further study is warranted to better understand
how mark-to-market gains and losses may affect cor-
porate profits and the statistical discrepancy.

Employee stock options
Inconsistent measurement of stock options in source
data for corporate profits and compensation may gen-
erate an overly cyclical measure of GDI relative to GDP.
Differences between the measurement of stock op-
tions in source data can generate significant differences
between stock options expense included in corporate
profits from stock options included in wages and sala-
ries.”? Financial-based source data for current quar-
terly estimates and quarterly interpolations of
corporate profits generally measure stock options ex-
pense as the fair market value of the options allocated
over the vesting period on the date that options are
granted. Tax-based source data for annual estimates of

22. The focus here is on nonqualified stock options (NSOs) rather than
incentive stock options (ISOs) because NSOs are more common than ISOs
and because NSOs give rise to ordinary income and losses while ISOs give
rise to capital gains and losses, which are excluded from the NIPA concepts
of corporate profits and compensation (Moylan 2008).

Chart 4. Corporate Profits With Inventory Valuation and Capital Consumption Adjustments, 2006-2010
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corporate profits generally measure this expense as the
difference between the market price of the stock and
the strike price of the options on the date that the op-
tions are exercised. Source data for wages and salaries
estimates initially come from the Current Employment
Statistics (CES) program at the Bureau of Labor Statis-
tics (BLS). The CES data exclude income from stock
options. Five months after the reference quarter, BEA
incorporates data into wage and salary estimates from
the BLS’s Quarterly Census of Employment and Wages
(QCEW). The QCEW includes income from stock op-
tions measured consistently with the annual tax-based
source data.

Given the consistent measurement of stock options
in the annual tax-based source data underlying corpo-
rate profits and the QCEW data underlying wages and
salaries estimates, the measurement and timing differ-
ences should not affect the annual statistical discrep-
ancy by the second annual revision because QCEW
data and tax-based source data are fully incorporated
into the NIPAs by then. However, the measurement
and timing differences are likely to contribute to the
statistical discrepancy in current quarterly estimates,
and the effect is likely to persist in the quarterly inter-
polations after the first annual revision because stock
options are measured inconsistently in quarterly finan-
cial-based source data and in the QCEW. The procycli-
cal nature of stock prices and the incentive for
employees to exercise stock options when stock prices
increase as well as the disincentive when stock prices
decrease may yield an overly cyclical measure of quar-
terly wages and salaries. In contrast, quarterly corpo-
rate profits as measured by financial-based source data
would be less affected by changes in stock prices be-
cause stock options expenses in quarterly financial
data is measured when stock options are granted and
are distributed evenly over the vesting period. Thus,
GDI may be overstated relative to GDP during stock
market increases but understated during stock market
declines. Moylan (2008) provides a comprehensive dis-
cussion regarding the inclusion of stock options in
measures of corporate profits and compensation.

Produced intangibles

Any error in assumptions regarding the capitalization
rate of produced intangibles results in inaccurate mea-
sures of profits and income.

In the year that produced intangibles are acquired,
the seller of the intangibles recognizes revenue and the
buyer recognizes expense for tax purposes if intangi-
bles are not capitalized and depreciated. In this case,
revenues offset expenses, and the statistical discrep-
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ancy is unaffected. When produced intangibles are
capitalized and depreciated for tax purposes, BEA adds
the depreciation back to tax-based receipts less deduc-
tions, which is the starting point for profits and in-
come, and includes the depreciation in consumption
of fixed capital, which is BEA’s measure of depreciation
included in GDI.

In the case of purchased computer software, BEA
assumes a low rate of capitalization for tax purposes.?
As a result, the depreciation for produced intangibles
that is added back to tax-based receipts less deductions
includes only a small amount of depreciation for soft-
ware. In the year software is purchased, tax-based re-
ceipts less deductions overstates profits and income to
the extent that software is capitalized and not depreci-
ated for tax purposes beyond BEA’s assumed rate of
capitalization (that is, when aggregate receipts from
software sales are greater than aggregate deductions
from software purchases). Thus, the statistical discrep-
ancy may be affected. In the years that software is de-
preciated, the statistical discrepancy is unaffected
because the capital consumption adjustment absorbs
the difference between the actual depreciation and the
assumed depreciation. Assuming software purchases
are procyclical, failure to accurately adjust for capital-
ized software would yield a measure of profits and in-
come that may be too high during cyclical upturns but
less affected during downturns.

Summary and Conclusions
This article explains the significant role that profits
and income play in BEA’s decision to record the statis-
tical discrepancy as a separate line item on the income
side of the NIPAs and an overview of the factors of
profits and income that are most likely contributing to
the statistical discrepancy.

BEA’s decision to record the statistical discrepancy
with GDI reflects BEA’s experience and careful consid-
eration of the reliability of the underlying source data.
Source data underlying GDP are generally consistent
with economic accounting concepts and thus consid-
ered more reliable than source data underlying GDI. In
contrast, data underlying the profits and income com-
ponents of GDI are generally collected from financial-
and tax-based sources, which can be inconsistent with
economic accounting concepts and thus require ad-
justments for economic accounting purposes. While
BEA works to reduce measurement error related to the

23. U.S. tax law allows taxpayers to deduct the cost in the year of acquisi-
tion rather than to capitalize and depreciate the cost of qualifying property,
including purchased computer software, subject to deduction limitations
and other restrictions.
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source data and required adjustments, the work is lim-
ited by conceptual differences and regulatory reporting
requirements underlying the financial- and tax-based
source data.

This article specifically discussed four factors that
require adjustments to convert financial- or tax-based
source data into economic accounting measures of
profits and income. First, adjustments for misreport-
ing are likely factors contributing to the statistical dis-
crepancy, and the direction of the effect is ambiguous
without further study. Second, capital gains and losses
may be leaking into measures of profits and income
and contributing to the statistical discrepancy through
corporate partner adjustments and mark-to-market
accounting practices, which could yield overly cyclical
measures of profits and income. Measurement of prof-
its in the finance and insurance industries was particu-
larly challenging during the most recent recession.
Third, inconsistent measurement of stock options in
source data for corporate profits and wages and sala-
ries may generate an overly cyclical measure of GDI
relative to GDP. Finally, any error in assumptions re-
garding the capitalization rate of purchased software
may overstate profits and income during cyclical up-
turns.

These issues lend support to BEA’s practices of not
promoting one output measure over another and of
recording the statistical discrepancy in a transparent
manner on the income side of the NIPAs. However,
more attention should be given to describing the GDI
estimates in a manner that will inform the public
about this alternative source of macroeconomic infor-
mation. Furthermore, additional research is warranted
on factors contributing to the statistical discrepancy,
on a framework for weighting underlying source data
in an effort to distribute the statistical discrepancy, and
on a framework and appropriate weights for a com-
bined output measure.

References
Bureau of Economic Analysis. 2002. Corporate Profits:
Profits Before Tax, Profits Tax Liability, and Dividends.
Methodology Paper. Washington, DC: Bureau of Eco-
nomic Analysis, September; www.bea.gov/scb/pdf/
national/nipa/methpap/methpap2.pdf.

Byron, Ray P. 1978. “The Estimation of Large Social
Account Matrices.” Journal of the Royal Statistical Soci-
ety, Series A 141, part 3 (March): 359-367.

Chen, Baoline. 2006. “A Balanced System of Indus-
try Accounts for the U.S. and Structural Distribution
of Statistical Discrepancy” BEA Working Paper
WP2006—-8. Washington, DC: Bureau of Economic
Analysis; www.bea.gov.

Chen, Baoline. 2010. “Reconciling the System of

SURVEY OF CURRENT BUSINESS 21

U.S. Accounts and Distribution of the Aggregate Statis-
tical Discrepancy.” Unpublished. Washington, DC: Bu-
reau of Economic Analysis.

European Commission, International Monetary
Fund, Organisation for Economic Co-operation and
Development, United Nations, and World Bank. 2009.
System of National Accounts 2008. New York: United
Nations.

Financial Accounting Foundation, Financial Ac-
counting Standards Board. Statement of Financial Ac-
counting Standards. Numbers 115 (May 1993), 133
(June 1998), 157 (September 2006), and 159 (February
2007).

Financial Accounting Foundation, Financial Ac-
counting Standards Board. Accounting Standards Codi-
fication. Topics 320, 815, 820, and 825.

Fixler, Dennis J., and Bruce T. Grimm. 2002. “Reli-
ability of GDP and Related NIPA Estimates.” SURVEY OF
Current Business 81 (January): 9-27.

Fixler, Dennis J., and Bruce T. Grimm. 2005. “Reli-
ability of the NIPA Estimates of U.S. Economic Activ-
ity.” Survey oF CURRENT Busingss 85 (February): 8—-19.

Fixler, Dennis J., and Jeremy J. Nalewaik. 2009.
“News, Noise, and Estimates of the “True” Unobserved
State of the Economy.” BEA Working Paper WP2010—
04. Washington, DC: Bureau of Economic Analysis;
www.bea.gov.

Fixler, Dennis J., Ryan Greenaway-McGrevy, and
Bruce T. Grimm. 2011. “Revisions to GDP, GDI, and
Their Major Components.” SURVEY OF CURRENT BUSINESS
91 (July): 9-31.

Greenaway-McGrevy, Ryan. 2011. “Is GDP or GDI a
Better Measure of Output? A Statistical Approach.”
BEA Working Paper WP2011-08. Washington, DC:
Bureau of Economic Analysis; www.bea.gov.

Grimm, Bruce T. 2007. “The Statistical Discrep-
ancy.” BEA Working Paper WP2007-01. Washington,
DC: Bureau of Economic Analysis; www.bea.gov.

Grimm, Bruce T., and Robert P. Parker. 1998. “Reli-
ability of the Quarterly and Annual Estimates of GDP
and Gross Domestic Income.” SUrVEY oF CURRENT Busi-
NEss 78 (December): 12-21.

Grimm, Bruce T., and Teresa L. Weadock. 2006.
“Gross Domestic Product: Revisions and Source Data.”
Survey oF CURRENT Business 86 (February): 11-15.

Holdren, Alyssa E., and Bruce T. Grimm. 2008.
“Gross Domestic Income: Revisions and Source Data.”
SURVEY OF CURRENT BusiNess 88 (December): 14-20.

Hodge, Andrew W. 2011. “Comparing NIPA Profits
With S&P 500 Profits.” Survey oF CURRENT BUsINEss 91
(March): 22-27.

Internal Revenue Service, U.S. Department of the
Treasury. Code of Federal Regulations, Title 26.
“Chapter I, Subchapter A, Part 1, sections 446, 475,



22 Statistical Discrepancy

and 1221.” Washington, DC: Internal Revenue Service.

Klein, Lawrence R., and J. Junichi Makino. 2000.
“Economic Interpretations of the Statistical Discrep-
ancy.” Journal of Economic and Social Measurement 26
(January), no. 1, 11-29.

Landefeld, J. Steven. 2010. “Comments on ‘The In-
come- and Expenditure-Side Estimates of U.S. Output
Growth.” Brookings Papers on Economic Activity 1
(Spring): 112-123.

Mankiw, N. Gregory, and Matthew D. Shapiro.
1986. “News or Noise: An Analysis of GNP Revisions.”
SurvEY OF CURRENT BusiNEss 66 (May): 20-25.

Moylan, Carol E. 2008. “Employee Stock Options
and the National Economic Accounts.” SURVEY OF CUR-
RENT Business 88 (February): 7—13.

Nalewaik, Jeremy J. 2010. “The Income- and Expen-
diture-Side Estimates of U.S. Output Growth.” Brook-
ings Papers on Economic Activity 1 (Spring): 71-106.

Rassier, Dylan G., Thomas E. Howells III, Edward T.

February 2012

Morgan, Nicholas R. Empey, and Conrad E. Roesch.
2007. “Implementing a Reconciliation and Balancing
Model in the U.S. Industry Accounts.” BEA Working
Paper WP2007-05. Washington, DC: Bureau of Eco-
nomic Analysis; www.bea.gov.

Smith, Richard J., Martin R. Weale, and Steven E.
Satchell. 1998. “Measurement Error with Accounting
Constraints: Point and Interval Estimation for Latent
Data with an Application to U.K. Gross Domestic
Product.” The Review of Economic Studies 65, no. 1
(January): 109-134.

Stone, Richard, James E. Meade, and David G.
Champernowne. 1942. “The Precision of National In-
come Estimates.” The Review of Economic Studies 9, no.
2 (Summer): 111-125.

Weale, Martin. 1992. “Estimation of Data Measured
with Error and Subject to Linear Restrictions.” Journal
of Applied Econometrics 7, no. 2 (April-June): 167—174.



February 2012

National Data

A. Selected NIPA Tables

The selected set of NIPA tables presents the most recent estimates of gross domestic product (GDP) and its
components, which were released on January 27, 2012. These estimates include the advance estimates for the
fourth quarter of 2011 and the initial annual estimates for 2011.

The selected set presents quarterly estimates that are updated monthly. Annual estimates are presented in

most of the tables. Estimates for all NIPA series for 1929 forward are on BEA’s Web site at www.bea.gov.

The GDP news release is available on BEA’s Web site within minutes after the release. To receive an e-mail no-
tification of the release, go to www.bea.gov and subscribe. The “Selected NIPA Tables” are available later that

day.

1. Domestic Product and Income

Table 1.1.1. Percent Change From Preceding Period in Real
Gross Domestic Product

Table 1.1.2. Contributions to Percent Change
in Real Gross Domestic Product

[Percent]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Line| 2010 | 2011 | 2010 2011 Line| 2010 | 2011 | 2010 2011
v I [ 1 v v I Il 1 v
Gross domestic product........ 1 3.0 1.7 23 0.4 1.3 1.8 2.8 Percent change at annual rate:
Personal consumption Gross domestic product ........ 1 3.0 1.7 2.3 0.4 13 1.8 2.8
%);%%r;dltures g ig :2352; gg i; _% :Z "5’ 3 Percentage points at annual rates:
"""""" : : : i ' : Personal consumption
U P4 I I B B 4 B VA B - expenditures .. 2| 144 153 248 147 049 124 145
Services 6l 0ol 14l 13| o8l 19l Tial o2 GOOGS......... 3| 099 o087 187 140 -0.38| 033 134
: . : : : : Durable goods . 4| 053] 060 120 085 -042| 042| 1.07
Gross private domestic Nondurable goods 5/ 046| 028 067 025 004 -009| 027
west 711790 A7 -r1p 381 64] 13 200 Services 6| 046 066 061 036 087| 090| 0.10
Fixed investment... 8 2.6 6.6 7.5 12 9.2 13.0 33 Gross private domestic
Nonresidential .. 9 44 8.6 8.7 2.1 10.3 15.7 17 :
Structures.... 10| -158| 41| 105| -143| 226 144 72 P! ; agg 8.58 —02; 8.1117 %9 0417 gi?
Equipment and software 11| 146 103| 81| 87| 62| 162 52 ixed investment.. : 790 A5 1070 1521 0.
Residential 12 43 14 25 24 40 13 10.9 Nonresidenti 9 0.42 0.82 0.82 0.20 0.98 1.49 0.18
Change n privale mwentories. . | 13 i : . - : : Structures 10| -051| 011| 026 040 054 037| -0.21
e - B Equipment 11| 093] 071| 056 060 044 112 039
Net exports of goods and services | 14| ... R Residential................ 12| -0.41| -0.03| 006 -0.06| 009 003 023
Exports... } g 113 gg ;g 132 gg ‘5‘(7) gg Change in private inventories ... | 13| 1.64| -020| -179| 032| -028| -1.35| 194
17 50 51 47 17 60 40 39 Net exports of goods and services| 14| -0.51| 0.05| 1.37| -0.34| 024 043 -0.11
18 125 sol o3| &3] 14l 12| 4z Exports ... .| 15| 131| o088 098 101 048] 064| 064
1o 143 58l o5l 93| 18l o5 41 Goods. 16| 112| 068 079 094 024 048] 048
20| 29 11| -104| 22| o4l 48| 58 Service: 17| 049| 020| 048 007 024 0.146| 0.16
. : : : : : Imports... 18| -1.82| -0.82| 0.39| -1.35 —0.24| -021| 075
Government consumption Goods 19| -174| -079| 008| -129| -0.23| -008| -0.60
expenditures and gross ol o7l 21l 28l sl 08l 01| s Services... 20| -0.08| -003| 031| -006| -0.01| -0.13| -0.15
Federal 22 45| 20| -30| -94 1.9 21| 73 G°e";’;m°““dr:g":n”dmgprﬂgg
23| 33| -24| -59| -126| 70| 50| -125 ¢
Nondefense . 24| 74| 2| 31| -27| -76 -38| 42 210141 045/ -058) -123) -018 -0.02| -0.93
State and local 25| -18| -23| -27| -34| -28| -16| -26 Federal 22| 037 -017) -026 -082| 016/ 0.17) -0.62
X National defense.. 23| 018 -013| -0.34| -074| 037| 027| -0.73
Adg;"sgu d";;nesnc roduet, curent Nondefens ..... 24| 019| -003| 009 -008| -022| -010| 0.1
: State and local 25| -023| -028| -033| -041| -034| -0.19| -0.32
AONAIS oo %6 42 39| 42| 31| 40| 44 32 ale and loca
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Table 1.1.3. Real Gross Domestic Product, Quantity Indexes Table 1.1.4. Price Indexes for Gross Domestic Product
[Index numbers, 2005=100] [Index numbers, 2005=100]
Seasonally adjusted Seasonally adjusted
Line | 2010 2011 2010 2011 Line | 2010 2011 2010 2011
\% | ] I} \% I\ | 1 1] [\
Gross domestic product 1] 103.684 | 105.470 | 104.699 | 104.792 | 105.140 | 105.614 | 106.334 Gross domestic product 1] 111.000 | 113.307 | 111.699 | 112.390 | 113.091 | 113.811 | 113.935
Personal consumption Personal consumption
expenditures . 2| 104.741 | 107.015 | 105.962 | 106.511 | 106.693 | 107.156 | 107.699 expenditures 2| 111.112| 113.815| 111.673 | 112.747 | 113.666 | 114.324 | 114.524
00dS......... 3] 105.006 | 108.944 | 107.452 | 108.700 | 108.272 | 108.646 | 110.157 Goods......... 3| 104.837 | 108.750 | 105.367 | 107.412| 108.752 | 109.530 | 109.304
Durable goods 41 105.782 | 114.345| 110.600 | 113.710| 112.180 | 113.747 | 117.746 Durable goods 4] 91.348| 90.437| 90.507 | 90.362| 90.745| 90.628| 90.015
Nondurable goods .. 5| 104.501 | 106.328 | 105.839 | 106.249 | 106.306 | 106.160 | 106.596 Nondurable goods .. 5| 112.748 | 119.569 | 114.092 | 117.463 | 119.383 | 120.707 | 120.723
Services . 6| 104.628 | 106.087 | 105.250 | 105.453 | 105.941 | 106.449 | 106.506 Services. 6| 114.465| 116.493 | 115.037 | 115,574 | 116.260 | 116.852 | 117.286
Gross private domestic Gross private domestic
investment 7| 78945  82.642| 79.848| 80.600| 81.869| 82.135| 85.964 investment.... 71 104.743 | 106.432 | 105.199 | 105.755 | 106.342 | 106.646 | 106.983
Fixed investment. 8| 77.667| 82.822| 79.812| 80.052| 81.829| 84.362| 85.046 Fixed investment. 8| 104.843| 106.161| 105.035 | 105.412| 106.039 | 106.433 | 106.759
Nonresidential 9| 97.913| 106.314 | 101.822 | 102.342 | 104.889 | 108.782 | 109.244 Nonresidential. 91 105.373 | 106.734 | 105.536 | 105.909 | 106.560 | 107.027 | 107.442
Structures... .| 10| 87.883| 91.497| 90.399| 86.974| 91.511| 94.631| 92.874 Structures ... .| 10| 121.117 | 126.597 | 122.475 | 123.982 | 125.835 | 127.565 | 129.008
Equipment and software | 11| 102.393 | 112.909 | 106.925 | 109.174 | 110.839 | 115.077 | 116.546 Equipment and software | 11| 99.634 | 99.745| 99.406| 99.446| 99.743| 99.838| 99.953
Residential...........cccccuvuun 12| 42.681| 42.091| 41.684| 41.428| 41.855| 41.991| 43.090 Residential.........cc.cccoverueae 12| 102.214 | 103.367 | 102.563 | 102.958 | 103.479 | 103.551 | 103.482
Change in private inventories | 13 Change in private inventories | 13
Net exports of goods and Net exports of goods and
services 14 services 14
Exports... 15| 127.444 | 136.112 | 131.551 | 134.061 | 135.240 | 136.789 | 138.358 Exports .. 15| 110.617 | 117.546 | 112.757 | 115.725 | 118.182 | 118.747 | 117.529
Goods. 16| 128.564 | 138.256 | 132.984 | 136.363 | 137.206 | 138.874 | 140.579 Goods 16| 109.690 | 117.734 | 112.396 | 115.859 | 118.572 | 118.981 | 117.525
Services . 17| 125.030 | 131.392 | 128.433 | 128.977 | 130.926 | 132.204 | 133.463 Services. 171 112.669 | 116.969 | 113.494 | 115.282 | 117.125| 118.058 | 117.413
Imports ... 18| 102.821| 107.934 | 105.091 | 107.207 | 107.573 | 107.897 | 109.058 Imports... 18| 113.082 | 121.774 | 114.271| 119.370 | 122.949 | 122.543 | 122.236
Goods. 19| 101.248 | 107.118 | 104.065 | 106.464 | 106.875| 107.020 | 108.113 Goods 19| 112.607 | 122.373 | 113.780 | 119.647 | 123.632 | 123.168 | 123.047
Services . 20| 111.742| 112.937| 111.185| 111.798 | 111.918| 113.243| 114.788 Services. 20| 114.560 | 118.013 | 116.066 | 117.261 | 118.754 | 118.640 | 117.396
Government consumption Government consumption
expenditures and gross expenditures and gross
investment. 21 107.886 | 105.577 | 107.691 | 106.076 | 105.837 | 105.812| 104.582 investment 21| 117.445| 121.093 | 118.341 | 119.910 | 121.146 | 121.523 | 121.794
Federal ....... 22| 122.782| 120.363 | 123.197 | 120.195 | 120.769 | 121.385| 119.101 Federal....... 22| 113.653 | 116.878 | 114.331 | 115.827 | 116.902 | 117.413 | 117.372
National defense. 23| 121.942| 119.076 | 121.846 | 117.822 | 119.841 | 121.311| 117.332 National defense. 23| 114.046 | 117.593 | 114.802 | 116.576 | 117.672 | 118.119 | 118.005
Nondefense..... 24| 124.508 | 123.004 | 125.985| 125.111 | 122.665 | 121.494 | 122.745 Nondefense ... 24| 112.860 | 115.456 | 113.380 | 114.333 | 115.367 | 116.011 | 116.115
State and local.... 25| 99.557| 97.308| 99.020| 98.177| 97.488| 97.107| 96.461 State and local.... 25| 119.704 | 123.646 | 120.757 | 122.372 | 123.721 | 123.997 | 124.494
Table 1.1.5. Gross Domestic Product Table 1.1.6. Real Gross Domestic Product, Chained Dollars
[Billions of dollars] [Billions of chained (2005) dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Line | 2010 2011 2010 2011 Line | 2010 2011 2010 2011
\% | ] 1l \% \% | ] 1} \%
Gross domestic product 1114,526.5 | 15,087.7 | 14,755.0 | 14,867.8 | 15,012.8 | 15,176.1 | 15,294.3 Gross domestic product 1{13,088.0 | 13,313.4 | 13,216.1 | 13,227.9 | 13,271.8 | 13,331.6 | 13,422.4
Personal consumption Personal consumption
expenditures . 2110,245.5 1 10,722.6 | 10,417.1 | 10,571.7 | 10,676.0 | 10,784.5 | 10,858.1 expenditures 2| 9,2209| 9,421.1| 9,328.4| 9,376.7| 9,392.7  9,433.5| 9,481.3
Goods......... 3| 3,387.0| 3,645.2| 3,483.4| 3592.2| 3622.7| 3661.2| 37045 Goods......... 3] 3230.7| 3,351.9| 3,306.0| 3,344.4| 3331.2| 3342.7| 3,389.2
Durable goods 4] 1,0855| 1,161.9| 1,124.7| 1,154.5| 1,143.8| 1,158.3| 1,190.9 Durable goods 4111883 1,.284.5| 1.2424| 12774 1260.2| 1277.8| 13227
Nondurable goods .. 5| 2,301.5| 2,483.3| 2,358.7| 2,437.8| 2,478.9 | 2,503.0| 2,513.6 Nondurable goods .. 5| 2,041.3| 2,077.0| 2,067.4| 2,0754| 2,076.6| 2,073.7| 2,082.2
Services . 6| 6,858.5| 7,077.4| 6,933.7| 6979.4| 7,053.3| 7,123.2| 7,153.6 Services 6| 5991.8| 6,075.4| 6,027.5| 6,039.1| 6,067.0| 6,096.1| 6,099.4
Gross private domestic Gross private domestic
investment 7| 1,795.1| 1,913.6| 1,818.0| 1,853.1| 1,895.3| 1,906.6 | 1,999.7 investment.... 71 1,71149 1,7952| 1,7345 1,750.9| 1,778.4| 1,784.2| 1,867.4
Fixed investment. 8| 1,728.2| 1,866.4| 1,779.3| 1,791.1| 1,841.7| 1,905.8| 1,927.1 Fixed investment. 8| 1,6484| 1,757.8| 1,693.9| 1,699.0| 1,736.7| 1,790.4| 1,805.0
Nonresidential 9| 1,390.1| 1,529.2| 1,447.9| 1,460.5| 1,506.0| 1,568.7| 1581.5 Nonresidential. 9| 1,3192| 1,4324| 1,371.9| 1,.3789| 14132 1,4656| 1,471.9
Structures... .| 10 3744| 4078 389.6 3795 4052 424.8 4217 Structures ... .| 10| 309.1 321.8| 318.0 305.9 321.9 3329| 3267
Equipment and software | 11| 1,015.7| 1,121.4| 1,058.3| 1,081.0| 1,100.8| 1,143.9| 1,159.9 Equipment and software | 11| 1,019.4| 1,124.1| 1,064.5| 1,086.9| 1,1035| 1,145.7| 1,160.3
Residential...........cccccvvuune 12 338.1 337.2 331.3| 330.6 335.7| 337.0 345.6 Residential........c.ccccoveuunee 12 330.8 326.2 323.1 3211 324.4 325.4| 3339
Change in private inventories | 13 66.9 472 387 62.0 53.6 0.8 726 Change in private inventories | 13 58.8 35.6 38.3 491 39.1 -2.0 56.0
Net exports of goods and Net exports of goods and
services. 14| -516.9| -578.2| -500.2| -571.3| -597.1| -562.3| -582.1 services 14| -421.8| -4123| -414.2| -424.4| -416.4| -402.8| -405.8
Exports 15| 1,839.8| 2,087.6| 1,935.3| 2,024.1| 2,085.3| 2,119.2| 2,121.6 Exports .. 15| 1,663.2| 1,776.3| 1,716.8| 1,749.6| 1,765.0| 1,785.2| 1,805.6
Goods. 16| 1,277.8| 1,474.4| 1,353.8| 1,431.0| 1,4735| 1,496.6| 1,496.4 Goods 16| 1,164.9| 1,252.7 | 1204.9| 1,235.6| 1,2432| 1,258.3| 1,273.8
Services . 17 562.0| 613.2 581.5| 593.2 611.7| 622.6 625.1 Services. 17 498.8 524.2 5124| 514.6 522.4| 527.5 532.5
Imports ... 18| 2,356.7| 2,665.8| 2,435.5| 2,595.4 | 2,682.4| 2,681.6| 2,703.6 Imports... 18] 2,085.0| 2,188.7 | 2,131.0| 2,173.9| 2,181.4| 2,187.9| 22115
Goods. 19| 1,947.3| 2,239.5| 2,022.8| 2,176.2| 2,257.3| 2,251.9| 2,272.7 Goods 19| 1,729.3| 1,829.6| 1,777.4| 1,8184| 1,825.4| 1,827.9| 1,846.5
Services . 20| 409.4| 4262 4127| 4193| 4251 429.7| 4310 Services. 20| 3574| 361.2| 3556| 3575| 3579 3622| 3671
Government consumption Government consumption
expenditures and gross expenditures and gross
investment. 21| 3,002.8| 3,029.7| 3,020.2| 3,014.4| 3,038.6 3,047.3| 3,018.6 investment 21| 2,556.8 | 2,502.0| 2,552.1| 2,513.9| 2,508.2| 2,507.6| 2,478.5
Federal ....... 22| 12228| 12327 12343 1,219.9| 1237.1| 12489| 1,225.0 Federal....... 22| 1,075.9| 1,054.7| 1,079.6| 1,063.3| 1,058.3| 1,063.7| 1,043.7
National defense. 23 819.2 824.8 8239| 809.0 830.6| 844.0 815.6 National defense. 23| 7183 7014 717.7 694.0 705.9 714.6 691.1
Nondefense..... 24 4036 | 407.9 410.3| 4109 406.5| 404.9 409.4 Nondefense .... 24 357.7 353.3 361.9| 3594 352.4 349.0| 352.6
State and local.... 25| 1,780.0| 1,797.0| 1,786.0| 1,794.4| 1,801.5| 1,798.5| 1,793.7 State and local.... 25| 1,487.0| 1,4534| 1,478.9| 1,466.4| 1,456.1| 1,450.4| 1,440.7
Residual 26 85| -254 =79 -211 -176| -27.7| -359

Norte. Chained (2005) dollar series are calculated as the product of the chain-type quantity index and the 2005 current-
dollar value of the corresponding series, divided by 100. Because the formula for the chain-type quantity indexes uses
weights of more than one period, the corresponding chained-dollar estimates are usually not additive. The residual line is
the difference between the first line and the sum of the most detailed lines.
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Table 1.1.7. Percent Change From Preceding Period Table 1.1.8. Contributions to Percent Change in the
in Prices for Gross Domestic Product Gross Domestic Product Price Index
[Percent]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Line | 2010 2011 2010 2011 Line | 2010 2011 2010 2011
\% | ] 1] v \% ] 1] I\
Gross domestic product 1 1.2 21 1.9 2.5 25 26 04 Percent change at annual
Personal consumption rate:
gxpednditures. % }g g; ; g gg 2113 gg _gg Gross domestic product 1 1.2 21 1.9 25 25 26 0.4
000S ... . ) . . . . . ;
Durable goods 4l -7 -10| 24| 08| 17| 05 o7  Percentage pointsatannual
Nondurable goods .. 5 32 6.0 6.2 124 6.7 45 0.1 Persone;l consumption
. Services o 6 19 18 t2) 19242 18 expenditures 2| 125| 72| 137| 273 233 168 050
ross private domestic sl 18l 1 P Y Y GO0 ... 3| 03| 089 079 185 121 070 -020
;_!!Veg'."‘e"‘ g e I 0~g 2 22 " b Durable goods 4| -013| -007| -018] -005| 013 -004| -0.21
xed investment. -1 : : : : : : Nondurable goods . 5/ 049| 096 097 189 1.07| 073 001
Nonresidential . 9 -1.6 1.3 04 14 25 18 1.6 Services 6 089 084 0.59 088 112 0.96 0.70
Structures .| 10 -1.1 4.5 3.6 5.0 6.1 5.6 4.6 Gross private domestic : : ’ ’ ! ’ ’
oot e | 12| 4| 11| 28| 15| 2o 03 03  nvestment.. 70 018 o019l o2 0z 02 015 06
Change in private inventories | 13 Fixed investment 8| -017| 015 009/ 047| 029 019 015
N f qoods and Nonresidential. 9| -0.16 0.13 0.04 0.14 0.25 0.18 0.16
e; eer’;ll’ge'f of goods an " Structures . .| 10| -003| o012| o010 013] o016 015 013
Equipment and software | 11| -0.12 0.01| -0.06 0.01 0.09 0.03 0.03
Exports . Bloasl 83 be o) 88 18 AL Residentil.................| 12| -001| 002| 005 003| 005/ 001 -001
Services 17 3 33 25 65 65 3 Py Ne?t;i:%(:t:opfn;a;t::dzv::;ones 13| -0.01 0.04 0.11 0.09| -0.01 -0.04 0.01
'mpecf,résdgj 18 2; 33 23 ;‘2’; 138 j ;S :8:2 services .... 14| 038 -047| -026| -157| -093| 051 -0.40
Services . 20 27 3.0 5.8 42 52 04 41 Exports .. 15 0.52 0.82 1.07 1.40 1.16 027 -057
G . Goods 16 0.40 0.67 0.98 1.15 0.91 0.14| -0.48
0;';';;'&9'{:};‘5";”“"‘9!"2‘;2 Services. 17| 012| 015] 009| 025 026/ 013 -0.09
N Imports... 18| -090| -129| -133| -297| -2.09 0.24 0.18
investment. 2ty 220 34 3 541 420 131 09 Goods 19| -082| -120| -1.17| -285| -195| 023 006
ederal ... 22\ 241 28 201 58] 38) 18 01 Services. 20 -008| -0.09| -046| -0.42| -0.14| 001 012
National defense. 23 2.4 3.1 25 6.3 38 15 -0.4 .
Nondefense .. 24 24 23 1.1 34 37 23 04 GO:;‘;;‘['::’elpl}rcegf?#dmgl’rggfs‘
A ditatza?d local... B 21 38 38 85 451 091 16 investment 21| 046 063 063 1.08| 084 025 0.8
Ge" a {orod 2% 11 9 ) ) 26 Federal....... 22| 020 023 047 043 031 015 -0.01
ross national produt........ L 1 5 5 6 National defense. 23| 013 047|014 034|021 009 -0.02
Implicit price deflators: Nondefense ... 24 0.07 0.06 0.03 0.09 0.10 0.06 0.01
Gross domestic product * | 27 1.2 2.1 1.8 2.7 2.6 26 0.4 State and local.... 25 0.26 0.40 0.46 0.65 0.53 0.11 0.19
Gross national product 28 L% I 1.8 2.7 2.6 26
1. The percent change for this series is calculated from the implicit price deflator in NIPA table 1.1.9.
Table 1.1.9. Implicit Price Deflators for Gross Domestic Product Table 1.1.10. Percentage Shares of Gross Domestic Product
[Index numbers, 2005=100] [Percent]
Seasonally adjusted 2010 2011
Line | 2010 2011
Line | 2010 2011 2010 2011 \% | ] I} I\
\% | ] 1] I\ Gross domestic product 1 100.0| 100.0| 100.0| 100.0| 100.0f 100.0/ 100.0
- Personal consumption
Gross domestic product 11110.992 | 113.327 | 111.644 | 112.398 | 113.118 | 113.836 | 113.946 expenditures 2 70.5 711 70.6 7141 7141 7141 71.0
Personal consumption Goods......... 3 23.3 24.2 23.6 24.2 241 241 242
expenditures . 2| 111.112| 113.815| 111.670 | 112.744 | 113.663 | 114.321 | 114.521 Durable goods 4 75 7.7 76 7.8 7.6 7.6 7.8
Goods......... 31 104.836 | 108.749 | 105.365 | 107.410 | 108.750 | 109.528 | 109.302 Nondurable goods .. 5 15.8 16.5 16.0 16.4 16.5 16.5 16.4
Durable goods 4] 91.347| 90.452| 90.527| 90.381| 90.765| 90.647 | 90.034 Services 6 472 46.9 47.0 46.9 47.0 46.9 46.8
Nondurable goods .. 5| 112748 119.564 | 114.086 | 117.457 | 119.377 | 120.701| 120717 Gross private domestic
Services . 6| 114.465| 116.493 | 115.035 | 115.571 | 116.257 | 116.849 | 117.284 investment.... 7 12.4 12.7 12.3 12.5 12.6 12,6 13.1
Gross private domestic Fixed investment. 8 11.9 12.4 12.1 12.0 12.3 12.6 12.6
investment 7| 104.678 | 106.597 | 104.811 | 105.838 | 106.569 | 106.858 | 107.085 Nonresidential. 9 9.6 10.1 9.8 9.8 10.0 10.3 10.3
Fixed investment. 8| 104.843 | 106.180 | 105.042| 105.420 | 106.046 | 106.441 | 106.767 Structures ... .| 10 2.6 2.7 2.6 2.6 2.7 2.8 2.8
Nonresidential 9] 105.373| 106.757 | 105.544 | 105.917 | 106.567 | 107.035 | 107.449 Equipment and software | 11 7.0 74 7.2 7.3 7.3 75 76
Structures... .| 10] 121117 | 126.707 | 122.534 | 124.041 | 125.895 | 127.626 | 129.070 Residential............ccccoeeeuee 12 2.3 22 22 22 22 22 23
Equipment and software | 11| 99.634 | 99.759| 99.415| 99.455| 99.753| 99.847 | 99.963 Change in private inventories | 13 0.5 0.3 0.3 0.4 0.4 0.0 0.5
Residential..............ccu.... 12| 102.214/ 103.375 | 102.568 | 102.963 | 103.484| 103.556 | 103487  Net exports of goods and
Change in private inventories | 13 services 14| -36| -38| -34| -38| -40| -37| -38
Net exports of goods and Exports .. 15 12.7 13.8 13.1 13.6 13.9 14.0 13.9
services 14 Goods 16 8.8 9.8 9.2 9.6 9.8 9.9 9.8
Exports... 15| 110.617 | 117.520 | 112.726 | 115.693 | 118.149 | 118.714 | 117.496 Services. 17 3.9 4.1 3.9 4.0 4.1 41 41
Goods. 16| 109.690 | 117.696 | 112.354 | 115.816 | 118.527 | 118.937 | 117.481 Imports... 18 16.2 17.7 16.5 175 17.9 17.7 17.7
Services . 171 112.669 | 116.968 | 113.481 | 115.269 | 117.112| 118.045 | 117.400 Goods 19 13.4 14.8 13.7 14.6 15.0 14.8 14.9
Imports ... 18| 113.082 | 121.798 | 114.289 | 119.389 | 122.969 | 122.562 | 122.255 Services. 20 2.8 2.8 2.8 2.8 2.8 2.8 2.8
Goods. 19| 112,607 | 122.408 | 113.807 | 119.676 | 123.662| 123.198| 123.077  Government consumption
Services . .| 20| 114.559| 118.012| 116.068| 117.261| 118.756 | 118.641 | 117.398 expenditures and gross
Government consumption investment 21 20.7 20.1 20.5 20.3 20.2 20.1 19.7
expenditures and gross Federal....... 22 8.4 8.2 8.4 8.2 8.2 8.2 8.0
investment. 21| 117.445 | 121.090 | 118.340 | 119.910 | 121.146 | 121.523 | 121.794 National defense. 23 5.6 55 5.6 5.4 55 5.6 5.3
Federal ....... 22| 113.653 | 116.875 | 114.327 | 115.824 | 116.898 | 117.410 | 117.369 Nondefense .... 24 2.8 2.7 2.8 2.8 2.7 2.7 2.7
National defense. 23| 114.046 | 117.594 | 114.799 | 116.573 | 117.669 | 118.116 | 118.002 State and local.... 25 12.3 11.9 12.1 121 12.0 11.9 11.7
Nondefense..... 24| 112,860 | 115.446 | 113.376 | 114.329 | 115.363 | 116.007 | 116.111
State and local.... 25| 119.704 | 123.643 | 120.759 | 122.374 | 123.723 | 123.999 | 124.496
Addendum:
Gross national product......... 26| 110.971 | .ooveenne 111.623| 112.379 | 113.106 | 113.823 | .............
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Table 1.1.11. Real Gross Domestic Product: Percent Change From Quarter One Year Ago

[Percent]
2010 2011
Line
% I 1l %
Gross domestic product 1 3.1 2.2 1.6 1.5 1.6
Personal consumption expenditures 2 3.0 2.8 22 2.0 16
Goods 3 5.8 54 4.0 3.1 2.5
Durable goods 4 10.9 113 78 7.0 6.5
Nondurable goods 5 35 27 23 14 07
Services 6 16 1.5 14 1.5 12
Gross private domestic i it 7 14.0 74 29 1.0 7.7
Fixed investment 8 74 74 5.0 76 6.6
Nonresidential 9 1141 10.0 8.0 9.1 73
Structures 10 -1.8 1.5 4.9 7.3 27
Equipment and software 11 16.6 134 9.2 9.7 9.0
Residential 12 -6.3 -29 -6.9 14 34
Change in private inventorie: 13
Net exports of goods and services 14
Exports 15 8.8 8.9 73 6.0 52
Goods 16 10.5 10.1 77 6.7 5.7
Services 17 5.0 6.2 6.2 41 39
Imports 18 10.7 9.6 47 2.1 38
Goods 19 12.7 11.5 5.6 2.7 39
Services 20 1.9 14 0.6 -0.9 32
Government consumption expenditures and gross i 21 0.1 -1.1 -2.2 =24 -2.9
Federal 22 29 -0.3 -2.0 22 -3.3
National defense 23 15 -2.0 -1.8 -1.9 -37
Nondefense 24 57 3.1 24 -2.8 -26
State and local 25 -17 -15 23 2.6 -26
Addenda:
Final sales of domestic product 26 2.4 22 19 2.3 14
Gross domestic purchases 27 3.6 2.6 1.4 1.0 15
Final sales to domestic purchaser. 28 29 25 1.7 1.8 1.3
Gross national product 29 32 26 20 1.8 |,
Real disposable personal income 30 35 2.6 11 0.1 -0.1
Price indexes (Chain-type):
Gross domestic purchases 31 1.4 1.9 2.6 2.9 25
Gross domestic purchases excluding food and energy ..............ccoooocccrreeeueicrnisssreeenens 32 1.2 1.4 1.8 2.0 2.0
Gross domestic product 33 1.6 1.8 21 24 2.0
Gross domestic product excluding food and energy ' 34 1.3 1.5 1.8 2.1 20
Personal consumption expenditures 35 1.3 1.8 25 29 2.6
Personal consumption expenditures excluding food and energy ' ..........cccccocvivecniiinens 36 1.0 1.1 13 1.6 1.7
Market-based PCE 2 37 11 1.7 26 3.0 27
Market-based PCE excluding food and energy 2 38 0.7 0.9 13 1.6 18

1. Food excludes personal consumption expenditures for purchased meals and beverages, which are classified in food services.

2. Market-based PCE is a supplemental measure that is based on household expenditures for which there are observable price measures. It excludes most imputed transactions (for example, financial services
furnished without payment) and the final consumption expenditures of nonprofit institutions serving households.

Nore. Percent changes for real estimates are calculated from corresponding quantity indexes presented in NIPA tables 1.1.3, 1.2.3, 1.4.3, and 1.7.3. Percent changes in price estimates are calculated from corre-
sponding price indexes presented in NIPA tables 1.1.4, 1.6.4, and 2.3.4.

Table 1.2.1. Percent Change From Preceding Period in Real
Gross Domestic Product by Major Type of Product

[Percent]
Seasonally adjusted at annual rates
Line 2010 2011 2010 2011
\% | Il 1l \%
Gross domestic product 1 3.0 1.7 23 0.4 1.3 1.8 2.8
Final sales of domestic product 2 14 19 42 0.0 1.6 32 08
Change in private inventorie: 3
Goods 4 1.7 4.5 5.9 4.9 -0.6 2.2 12.9
Final sales 5 5.1 53 132 38 0.4 73 55
Change in private inventorie: 6
Durable goods 7 16.2 7.3 3.0 10.0 3.0 12.3 3.3
Final sales 8 6.7 8.2 13.9 53 48 125 6.4
Change in private inventories 9
Nondurable goods 10 7.3 16 9.1 -0.1 -4.3 -76 24.2
Final sales 11 34 24 125 22 4.0 2.1 46
Change in private inventories 12
Services 2 13 1.1 0.9 1.0 -0.1 1.8 1.2 -0.9
Structures 14 -8.8 -2.0 1.0 -13.1 5.0 5.8 -1.8
Addenda:
Motor vehicle output 15 274 11.9 -17.4 59.2 4.1 5.1 12.8
Gross domestic product excluding motor vehicle output 16 2.6 15 29 -0.7 15 1.7 25
Final sales of computers 3 17 20.5 32.8 64.2 14.7 13.0 421 32.1
Gross domestic product excluding final sales of COMPULETS ...........cc.coveervivicnsreriiiiicnniiens 18 29 1.6 2.1 0.3 1.3 1.6 2.6
Gross domestic purchases excluding final sales of computers to domestic purchasers 19 32 1.5 0.7 0.7 0.7 1.2 2.6
Final sales of domestic product, current dollars 20 2.6 4.0 6.1 25 42 5.9 12

1. Estimates for durable goods and nondurable goods for 1996 and earlier periods are based on the 1987 Standard Industrial Classification (SIC); later estimates for these industries are based on the North Amer-
ican Industry Classification System (NAICS).

2. Includes government consumption expenditures, which are for services (such as education and national defense) produced by government. In current dollars, these services are valued at their cost of production.

3. Some components of final sales of computers include computer parts.



Table 1.2.2. Contributions to Percent Change in Real
Gross Domestic Product by Major Type of Product

National Data

February 2012

Table 1.2.3. Real Gross Domestic Product by

Major Type of Product, Quantity Indexes
[Index numbers, 2005=100]

Seasonally adjusted at annual rates

Seasonally adjusted

Line | 2010 2011 2010 2011 Line | 2010 2011 2010 2011
\% | Il ] \% \% | ] 1] 1\
Percent change at annual rate: Gross domestic product....... 1/103.684 | 105.470 | 104.699 | 104.792 | 105.140 | 105.614 | 106.334
Gross domestic product....... 1 3.0 17 23 04| 13 18| 28 Final sales of domestic
. Product.......cc.veeerenrinneens 2/103.626 | 105.638 | 104.841 | 104.850 | 105.275 | 106.108 | 106.318
Percentage points at annual Change in private
ratesl::inal sales of domesic inventories .. SO VRN SNV DUV IV OO I
41114.630 | 119.771 | 117.244 | 118.667 | 118.481 | 119.130 | 122.807
1.89 1.92 414 004 162 316 081 51114.483|120.597 | 117.933 | 119.039 | 119.156 | 121.273 | 122.921
| = _ [ FUST ISVORIUUTORN VIRTORORIR ISPPURIORPORRN PURVIOPURPONE INOVOPPORPRE PO
Goods ;g‘: ?22 122 ?gé ifs [1)22 ;2; 7(114.027 | 122.343 | 116.812 | 119.638 | 120.538 | 124.089 | 125.110
Fial ses. 17 14 34l 1o 01| 197 15 B e |11t 120952 124,509 2017

Durable goods ... 2.06 1.01 0.42 1.37 0.43 1.69 0.49

2
3
4
5
Change in private inventorie: 6 1.64| -020| -1.79 032 -028| -1.35 1.94
7
8
9
10

Final sales 0.91 112 1.83 0.73 0.67 1.68 0.91
Change in private inventories ' 115 -010| -1.41 0.63| -0.23 0.01| -042
Nondurable goods .. 0.95 0.23 120/ -0.01| -0.61| -1.07 2.98
Final sales 1 0.46 0.33 1.58 0.30| -0.55 0.29 0.63
Change in private inventories ' | 12 049| -0.10| -0.38| -0.31| -0.05| -1.36 2.36
SEIVICes 2.......oovvereereiiereieenenns 13 0.72 0.62 0.65| -0.05 1.18 0.81| -0.60
SHUCHUES .....oocv 14| -0.69| -0.14 0.07| -0.95 0.33 0.38| -0.12
Addenda:
Motor vehicle output.................... 15 0.49 027 -043 1.08| -0.10 0.12 0.30

Gross domestic product excluding
motor vehicle output
Final sales of computers 3..
Gross domestic product excluding
final sales of computers..

16 2.54 1.45 278 -0.73 1.44 1.69 245
17 0.10 017 0.29 0.08 0.07 0.22 0.18

18| 293 156 206 027 1.26 160 258

1. Estimates for durable goods and nondurable goods for 1996 and earlier periods are based on the 1987 Standard
Industrial Classification (SIC); later estimates for these industries are based on the North American Industry Classification
System (NAICS).

2. Includes government consumption expenditures, which are for services (such as education and national defense)
produced by government. In current dollars, these services are valued at their cost of production.

3. Some components of final sales of computers include computer parts.

Table 1.2.4. Price Indexes for Gross Domestic Product

by Major Type of Product
[Index numbers, 2005=100]

Nondurable goods .. 10|115.326 | 117.202 | 117.745 | 117.727 | 116.432 | 114.151 | 120.495

Final sales ~| 11|115.328 | 118.152 | 117.752 | 118.405 | 117.206 | 117.827 | 119.171
Change in private inventories ' | 12| ..o [wrenvereens | eerevrmnenns [ cvvrverinnne [evmnnnreenns | v | ceveininenns
Services 2. 13/106.133 | 107.140 | 106.696 | 106.676 | 107.158 | 107.488 | 107.238
Structures..............ccccoooennnnnrvviiinnnns 14| 65.018| 63.740 | 65.029 | 62.784 | 63.555| 64.457 64.166
Addenda:
Motor vehicle output .................... 15| 77.389| 86.633| 76.651| 86.102| 85.215| 86.290| 88.925

Gross domestic product
excluding motor vehicle output | 16| 104.505 | 106.059 | 105.573 | 105.377 | 105.764 | 106.218 | 106.878
Final sales of computers °........... 17 1213.841|283.891 | 251.452 | 260.231 | 268.303 | 292.946 | 314.085
Gross domestic product
excluding final sales of
COMPULETS....ooovvvrrrrivieeeeraanns 181103.250 | 104.863 | 104.168 | 104.240 | 104.569 | 104.986 | 105.659
Gross domestic purchases
excluding final sales of
computers to domestic
PUFChASENS ... 19/100.471{101.929 | 101.311 [ 101.477 | 101.661 | 101.965 | 102.611

1. Estimates for durable goods and nondurable goods for 1996 and earlier periods are based on the 1987 Standard
Industrial Classification (SIC); later estimates for these industries are based on the North American Industry Classification
System (NAICS).

2. Includes government consumption expenditures, which are for services (such as education and national defense)
produced by government. In current dollars, these services are valued at their cost of production.

3. Some components of final sales of computers include computer parts.

Table 1.2.5. Gross Domestic Product by Major Type of Product

[Billions of dollars]

Seasonally adjusted Seasonally adjusted at annual rates
Line | 2010 2011 2010 2011 Line | 2010 2011 2010 2011
v | 1 1l v \% | I 1l [\
Gross domestic product....... 1(111.000 | 113.307 | 111.699 | 112.390 | 113.091 | 113.811 | 113.935 Gross domestic product 1]14,526.5 | 15,087.7 | 14,755.0 | 14,867.8 | 15,012.8 | 15,176.1 | 15,294.3
Final sales of domestic Final sales of domestic
Product .........cocvviieniiiinnes 21110.981|113.242 | 111.647 | 112.315|113.021 | 113.754 | 113.876 ProduCt..........ccvveruees 2114,459.615,040.5 | 14,716.3 | 14,805.8 | 14,959.2 | 15,175.3 | 15,221.7
Change in private Change in private
inventories [ OSSOSO VOOV FOVPPUORPTO DURPOUPOIN FPURTOROR IVPPOORRTOR PPN inventories .. 3 66.9 47.2 38.7 62.0 53.6 0.8 726
41100.673 [102.178 | 101.429 | 101.655 | 101.888 | 102.855 | 102.315 Goods .......... 4| 4,009.9| 4,256.0| 4,126.1| 4,193.8| 4,199.4| 4,262.2| 4,368.7
Final sales .. 5(100.537 |101.878 | 101.181|101.329 | 101.574 | 102.581 | 102.031 Final sale: 5| 39430 4,208.8| 4,087.4| 4,131.8| 4,145.8| 4,261.4| 4,296.1
Change in private inventories [ SO SO SOOI USRS OO IS I Change in private
Durable goods ... 7| 94.263| 93.588| 93.807 | 93.554| 93.609| 93.654 | 93.534 inventories .. . 6 66.9 47.2 38.7 62.0 53.6 0.8 726
Final sales .. 8| 94.248| 93.506| 93.770| 93.471| 93.519| 93.577| 93.459 Durable goods 7| 2,051.5| 2,185.9| 2,091.3| 2,136.8| 2,154.1| 2,218.7| 2,234.0
Change in p (11 FSUSOOSPOR URIOPPURPIR FOPOPPRRPOTORN POPOPPOPIN FORPOOPOTORIN BURPOPPORTOTN NPT Final sales.. 8| 2,006.0| 2,153.6| 2,073.6| 2,094.1| 2,119.9| 2,184.5| 2,215.9
Nondurable goods .. 10|108.430(112.614 | 110.654 [ 111.466 | 111.921 | 114.074 | 112.994 Change in p
Final sales 11/108.221|112.094 | 110.213|110.902 | 111.391 | 113.592 | 112.492 inventories ... 9 455 323 17.7 427 34.2 34.2 18.2
Change in private inventories ' | 12 | ..c..cuees [ coevevreins [eervvveereens [ corvinnnene [ormrrniennes | o | covereeens Nondurable goods .. 10| 1,958.4| 2,070.1| 2,034.8| 2,057.0| 2,045.3| 2,043.5| 2,134.6
SEIVICES 2..ovrerrerrcrrererensinn 13]115.100 | 117.654 | 115.741 | 116.629 | 117.499 | 118.057 | 118.430 Emsgliens e 1] 1,937.0| 2,055.2| 2,013.8| 2,037.7| 2,025.9| 2,076.9| 2,080.2
SHUCHUES ... 141113.710(117.334 | 114.659 | 115.626 | 116.886 | 117.944 | 118.878 invgntorizs‘ 12 214 14.9 210 19.3 194| -334 54.4
Addenda: Services 2 13| 9,508.6| 9,811.8| 9,612.1| 9,684.1| 9,800.4| 9,877.2| 9,885.4
Mot hicle output .......cccoveveene 15/100. 103.302 | 100. 101.487 | 103.120 | 104.401 | 104.202 ’ Doy o DO ooy s O T
Grose domestic product 5/100633103.302| 100.856 | 101.487 | 103.120) 1044011 104202 g\ o e 14| 1,0080| 1,0200| 1,0168| 989.9| 1,013.0| 1,036.7| 1,040.2
excluding motor vehicle output 16|111.350 | 113.648 | 112.062 | 112.756 | 113.431 | 114.136 | 114.269 Addenda:
Final sales of computers *........... 17| 46.985| 42.545| 45.618| 44.120| 43.301| 41.795| 40.965 Motor vehicle output ............ 15 326.2 374.9 323.8 366.1 368.1 377.3 388.1
Gross domestic product Gross domestic product
excluding final sales of excluding motor vehicle
COMPULETS.....vveveniriieriiirieans 18|111.554 | 113.954 | 112.278 | 113.001 | 113.722 | 114.476 | 114.616 OUPUL...eces 16|14,200.3 | 14,712.8 | 14,431.2 | 14,501.7 | 14,644.6 | 14,798.7 | 14,906.1
Implicit price deflator for final Final sales of computers %... | 17 776 93.4 88.9 88.9 90.0 94.9 99.7
sales of domestic product........ 191110.981|113.241 | 111.642 | 112.311|113.017 | 113.750 | 113.872 Gross domestic product
excluding final sales of
1. Estimates for durable goods and nondurable goods for 1996 and earlier periods are based on the 1987 Standard COMPULETS....ooovvrnnens 18(14,449.0 | 14,994.4 | 14,666.1 | 14,778.9 | 14,922.8 | 15,081.2| 15,194.6

Industrial Classification (SIC); later estimates for these industries are based on the North American Industry Classification
System (NAICS).

2. Includes government consumption expenditures, which are for services (such as education and national defense)
produced by government. In current dollars, these services are valued at their cost of production.

3. Some components of final sales of computers include computer parts.

1. Estimates for durable goods and nondurable goods for 1996 and earlier periods are based on the 1987 Standard
Industrial Classification (SIC); later estimates for these industries are based on the North American Industry Classification
System (NAICS).

2. Includes government consumption expenditures, which are for services (such as education and national defense)
produced by government. In current dollars, these services are valued at their cost of production.

3. Some components of final sales of computers include computer parts.
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Table 1.2.6. Real Gross Domestic Product by
Major Type of Product, Chained Dollars
[Billions of chained (2005) dollars]

Seasonally adjusted at annual rates
Line 2010 2011 2010 2011
% | 1l I} %

Gross domestic product 1 13,088.0 13,313.4 13,216.1 13,227.9 13,271.8 13,331.6 13,422.4
Final sales of domestic product 2 13,028.9 13,281.8 13,181.6 13,182.8 13,236.2 13,340.9 13,367.4
Change in private inventorie: 3 58.8 35.6 38.3 491 39.1 -2.0 56.0
Residual 4 0.3 -4.0 -3.8 -4.0 -35 -7.3 -1.0
Goods 5 3,984.2 4,162.9 4,075.1 4,124.5 4,118.1 4,140.6 4,268.4
Final sales 6 3921.9 4,131.4 4,040.1 4,078.0 4,082.0 4,154.6 4211.0
Change in private inventorie: 7 58.8 35.6 38.3 49.1 39.1 -2.0 56.0
Durable goods 8 2,176.8 2,335.6 2,230.0 2,283.9 2,301.1 2,368.9 2,388.4
Final sales 9 2,128.4 2,302.9 2,211.2 2,240.2 2,266.6 2,334.2 2,370.7
Change in private inventories ' 10 415 28.2 16.4 37.4 29.8 29.8 15.9
Nondurable goods 1 1,806.8 1,836.2 1,844.7 1,844.4 1,824.2 1,788.4 1,887.8
Final sales 12 1,789.9 1,833.7 1,827.5 1,837.6 1,819.0 1,828.6 1,849.5

Change in private inventories ! 13 18.6 9.1 223 13.9 111 -27.2 38.
Services 2 14 8,261.2 8,339.6 8,305.0 8,303.5 8,341.0 8,366.7 8,347.2
Structures 15 886.5 869.0 886.6 856.0 866.5 878.8 874.8
Residual 16 -38.1 -69.1 -52.9 -60.7 -62.2 -79.3 -74.4

Addenda:

Motor vehicle output 17 324.2 362.9 321.1 360.7 357.0 361.5 3725
Gross domestic product excluding motor vehicle output 18 12,753.8 12,9435 12,884.2 12,860.3 12,907.5 12,962.9 13,043.4
Final sales of computers 3 19 165.1 219.2 194.1 200.9 2071 226.1 2425
Gross domestic product excluding final sales of COMPULETS .........c...ververevernereierirenns 20 12,953.5 13,155.9 13,068.7 13,077.7 13,119.0 131713 13,255.7

1. Estimates for durable goods and nondurable goods for 1996 and earlier periods are based on the 1987 Standard Industrial Classification (SIC); later estimates for these industries are based on the North American
Industry Classification System (NAICS).

2. Includes government consumption expenditures, which are for services (such as education and national defense) produced by government. In current dollars, these services are valued at their cost of production.

3. Some components of final sales of computers include computer parts.

Nore. Chained (2005) dollar series are calculated as the product of the chain-type quantity index and the 2005 current-dollar value of the corresponding series, divided by 100. Because the formula for the chain-type
quantity indexes uses weights of more than one period, the corresponding chained-dollar estimates are usually not additive. The residual line following change in private inventories is the difference between gross
domestic product and the sum of final sales of domestic product and of change in private inventories; the residual line following structures is the difference between gross domestic product and the sum of the detailed
lines of goods, of services, and of structures.

Table 1.3.1. Percent Change From Preceding Period
in Real Gross Value Added by Sector

[Percent]
Seasonally adjusted at annual rates
Line 2010 2011 2010 2011
vV | 1 I [\

Gross domestic product 1 3.0 1.7 2.3 0.4 13 1.8 28
Busi ! 2 3.9 23 3.2 0.3 1.7 2.7 3.5
Nonfarm 2 3 4.0 26 38 0.9 1.8 2.8 36
Farm 4 -05 -14.7 -29.8 -31.8 -9.7 6.3 -5.9
Households and institutions 5 0.5 0.3 -0.1 1.0 1.2 -1.2 0.5
Households 6 0.2 -0.9 -15 0.9 -0.1 -45 -0.2
Nonprofit institutions serving households 2 7 1.3 1.8 17 11 27 3.0 14
General government * 8 0.5 -0.3 -04 -0.1 -0.6 -04 0.4
Federal 9 37 1.0 0.6 1.9 08 0.2 1.8
State and local 10 -0.9 -1.0 -0.9 -1.1 -12 -0.7 -0.3

Addendum:
Gross housing value added 11 0.4 -0.2 -1.3 1.6 1.0 -3.1 0.5

1. Equals gross domestic product excluding gross value added of households and institutions and of general government.

2. Equals gross domestic business value added excluding gross farm value added.

3. Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit institutions serving households, and rental income of persons for tenant-
occupied housing owned by nonprofit institutions.

4. Equals compensation of general government employees plus general government consumption of fixed capital.
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Table 1.3.3. Real Gross Value Added by Sector, Quantity Indexes
[Index numbers, 2005=100]

Seasonally adjusted
Line 2010 2011 2010 2011
% | 1 I v
Gross domestic product 1 103.684 105.470 104.699 104,792 105.140 105.614 106.334
Business ! 2 102.519 104.886 103.899 103.986 104.420 105.114 106.026
Nonfarm 2 3 102.366 104.986 103.809 104.029 104.506 105.233 106.178
Farm 4 114.153 97.352 110.493 100.401 97.879 96.289 94.839
Households and institutions 5 108.245 108.549 108.191 108.449 108.761 108.427 108.560
Households 6 109.115 108.108 108.523 108.757 108.742 107.501 107.434
Nonprofit institutions serving households 2 7 107.035 108.991 107.660 107.949 108.670 109.480 109.864
General government * 8 106.364 105.994 106.170 106.137 105.986 105.874 105.978
Federal 9 114.802 115.982 115.095 115.650 115.877 115.936 116.465
State and local 10 102.729 101.687 102.324 102.037 101.721 101.536 101.455
Addendum:

Gross housing value added 1 112.858 112.647 112.374 112.831 113.119 112.245 112.391

1. Equals gross domestic product excluding gross value added of households and institutions and of general government.

2. Equals gross domestic business value added excluding gross farm value added.

3. Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit institutions serving households, and rental income of persons for tenant-
occupied housing owned by nonprofit institutions.

4. Equals compensation of general government employees plus general government consumption of fixed capital.

Table 1.3.4. Price Indexes for Gross Value Added by Sector
[Index numbers, 2005=100]

Seasonally adjusted
Line 2010 2011 2010 2011
W% | 1 1l v
Gross domestic product 1 111.000 113.307 111.699 112,390 113.091 113.811 113.935
B ! 2 109.636 112.076 110.427 111.147 111.909 112,623 112.626
Nonfarm 2 3 109.617 111.677 110.249 110.782 111.496 112.184 112.247
Farm 4 113.871 150.185 127.892 145.976 151.431 154.775 148.560
Households and institutions 5 112,743 114.203 112.930 113.357 113.623 114,577 115.253
Households 6 109.584 111.011 109.864 110.108 110.296 111.475 112.167
Nonprofit institutions serving households 2 7 117.117 118.627 117.181 117.856 118.229 118.884 119.540
General government * 8 118.403 120.751 119.047 119.833 120.602 121.111 121.455
Federal 9 117.048 119.594 117.596 118.617 119.437 120.118 120.201
State and local 10 118.982 121.229 119.673 120.342 121.085 121.507 121.983
Addendum:

Gross housing value added 1 110.507 112.042 110.791 111.125 111.329 112.452 113.263

1. Equals gross domestic product excluding gross value added of households and institutions and of general government.

2. Equals gross domestic business value added excluding gross farm value added.

3. Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit institutions serving households, and rental income of persons for tenant-
occupied housing owned by nonprofit institutions.

4. Equals compensation of general government employees plus general government consumption of fixed capital.

Table 1.3.5. Gross Value Added by Sector

[Billions of dollars]

Seasonally adjusted at annual rates
Line 2010 2011 2010 2011
v | 1 Il v

Gross domestic product 1 14,526.5 15,087.7 14,755.0 14,867.8 15,012.8 15,176.1 15,294.3

Busi ! 2 10,879.1 11,381.8 11,098.9 11,188.9 11,315.1 11,462.7 11,560.5

Nonfarm 2 3 10,746.5 11,230.4 10,954.7 11,038.0 11,161.4 11,307.4 11,4147

Farm 4 132.6 151.4 1441 150.9 153.6 155.3 145.8

Households and institutions 5 1,838.4 1,867.5 1,840.5 1,851.9 1,861.6 1,871.5 1,884.8

Households 6 1,033.6 1,037.3 1,030.6 1,035.1 1,036.7 1,035.9 1,041.6

Nonprofit institutions serving households 2 7 804.8 830.1 810.0 816.8 824.9 835.6 8432

General government * 8 1,809.1 1,838.5 1,815.6 1,827.0 1,836.1 1,841.9 1,849.0

Federal 9 589.6 608.6 593.8 601.9 607.2 611.0 614.2

State and local 10 1,219.5 1,230.0 1,221.8 1,225.2 1,228.9 1,231.0 1,234.8
Addendum:

Gross housing value added 1 1,3145 1,330.3 1,312.3 1,321.5 1,327.4 1,330.4 1,341.7

1. Equals gross domestic product excluding gross value added of households and institutions and of general government.

2. Equals gross domestic business value added excluding gross farm value added.

3. Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit institutions serving households, and rental income of persons for tenant-
occupied housing owned by nonprofit institutions.

4. Equals compensation of general government employees plus general government consumption of fixed capital.
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Table 1.3.6. Real Gross Value Added by Sector, Chained Dollars
[Billions of chained (2005) dollars]

Seasonally adjusted at annual rates
Line | 2010 2011 2010 2011
\% | I 1 \%

Gross domestic product 1{13,088.0 | 13,313.4 | 13,216.1 | 13,227.9 | 13,271.8 | 13,331.6 | 13,422.4

Business '..... 2| 9,923.9|10,153.1 | 10,057.5 | 10,065.9 | 10,107.9 | 10,175.1 | 10,263.4

Nonfarm 2 3| 9,804.710,055.7 | 9,942.8| 9,964.0|10,009.6|10,079.2|10,169.8

4/ 1165 99.3| 1127| 1024 99.9 98.2 96.8

Households and institutions 5| 1,630.6 | 1,635.2| 1,629.8| 1,633.7| 1,638.4| 1,633.4| 1,635.4

Households .........c...couuenees 6| 9432| 9345| 938.1| 940.1| 9400 929.2| 9287
Nonprofit institutions serving

households 2 7| 6872| 699.8| 691.2| 693.1| 697.7| 7029 7054

General government 8| 1,527.9| 1,522.6 | 1,525.1| 1,524.6| 1,522.5| 1,520.9| 1,522.3

Federal .......... 9| 5037 5089| 5050| 507.4| 5084| 5087 511.0

State and local 10| 1,025.0| 1,014.6| 1,020.9| 1,018.1| 1,0149| 1,013.1| 1,012.2

Residual . 1 77 0.6 5. 2. 1 0 -15

Addendum:
Gross housing value added 12| 1,189.5| 1,187.3| 1,184.4| 1,189.2| 1,192.3| 1,183.1| 1,184.6

1. Equals gross domestic product excluding gross value added of households and institutions and of general govern-
ment.

2. Equals gross domestic business value added excluding gross farm value added.

3. Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and
used by nonprofit institutions serving households, and rental income of persons for tenant-occupied housing owned by
nonprofit institutions.

4. Equals compensation of general government employees plus general government consumption of fixed capital.

Norte. Chained (2005) dollar series are calculated as the product of the chain-type quantity index and the 2005 current-
dollar value of the corresponding series, divided by 100. Because the formula for the chain-type quantity indexes uses
weights of more than one period, the corresponding chained-dollar estimates are usually not additive. The residual line is
the difference between the first line and the sum of the most detailed lines.

Table 1.4.3. Real Gross Domestic Product, Real Gross Domestic Purchases,

and Real Final Sales to Domestic Purchasers, Quantity Indexes
[Index numbers, 2005=100]

SURVEY OF CURRENT BUSINESS

Table 1.4.1. Percent Change From Preceding Period
in Real Gross Domestic Product, Real Gross Domestic Purchases,
and Real Final Sales to Domestic Purchasers

[Percent]
Seasonally adjusted at annual rates
Line | 2010 | 2011 | 2010 2011
v | I 1l \%
Gross domestic product .................. 1 1.7 23 0.4 1.3 1.8 2.8
Less: Exports of goods and services 2 11.3 6.8 7.8 7.9 3.6 4.7 4.7
Plus: Imports of goods and services 3 1 50| -23 8.3 14 12 4.4
Equals: Gross domestic purchases 4 16 0.9 0.7 1.0 1.3 2.8
Less: Change in private inventories.... L3 FESSUURPORN DOSURPIUVEN IOVPPORPPPO FOURPPPOROPI SPPOPROOPN ESPPOOPROOR IR

Equals: Final sales to domestic

pL
p

Addenda:
Final sales of domestic product...... 7 14 1.9 42 0.0 16 32 0.8
Gross domestic purchases, current
AOMATS oo 8 5.0 41 29 49 45 3.3 3.6
Final sales to domestic purchasers,
current dollars...........ccveveieenine 9 33 43 4.8 43 47 4.7 17

Table 1.4.4. Price Indexes for Gross Domestic Product, Gross Domestic

Purchases, and Final Sales to Domestic Purchasers
[Index numbers, 2005=100]

Seasonally adjusted

Seasonally adjusted

Line | 2010 | 2011 2010 2011 Line| 2010 | 2011 2010 2011
[\ | Il 1] v \% | ] ] \%

Gross domestic product................. 1/103.684 |105.470 |104.699 [104.792 |105.140 |105.614 |106.334 Gross domestic product......... - 1{111.000 |113.307 [111.699 [112.390 | 113.091 |113.811 |113.935
Less: Exports of goods and services 2|127.444 1136.112 [131.551 |134.061 |135.240 |136.789 [138.358 Less: Exports of goods and services 21110.617 [117.546 |112.757 |115.725 |118.182 |118.747 |117.529
Plus: Imports of goods and services 3/102.821{107.934 [105.091 |107.207 |107.573 |107.897 [109.058 Plus: Imports of goods and services 31113.032 [121.774 |114.271 |119.370 |122.949 |122.543 |122.236
Equals: Gross domestic purchases 4101.160 |102.784 |102.064 |102.237 |102.504 {102.844 |103.550 Equals: Gross domestic purchases 4111.438 |114.186 {112.048 |113.147 |114.081 |114.642 | 114.873
Less: Change in private inventories ... [ [FSUUUSURPRR USRUNRON [SVRUSURRIUU OSSOSO USSR IR Less: Change in private inventories ... L3 SOUOPOR SVURPORIR VPPPORRPOORN FUUPPIORPPORN DOTORRIOTEY IOVPROORRIORN DRRRT
Equals: Final sales to domestic Equals: Final sales to domestic

PUIChASErS ........coccocvrriirniii 6(101.091102.926 |102.182 {102.276 |102.615 [103.292 |103.520 purchasers ... 6(111.426 |114.132(112.006 |113.084 [114.024 |114.597 | 114.826
Addendum: Addenda:

Final sales of domestic product...... 71103.626 [105.638 [104.841 |104.850 |105.275 |106.108 [106.318 Final sales of domestic product...... 71110.981 [113.242 |111.647 |112.315|113.021 |113.754 |113.876

Table 1.4.5. Relation of Gross Domestic Product, Gross Domestic

Purchases, and Final Sales to Domestic Purchasers
[Billions of dollars]

Implicit price deflator for final sales
to domestic purchasers..............

)

111.426|114.132{112.003 |113.080 [114.021 | 114.593 | 114.822

Table 1.4.6. Relation of Real Gross Domestic Product, Real Gross Domestic

Purchases, and Real Final Sales to Domestic Purchasers, Chained Dollars
[Billions of chained (2005) dollars]

Seasonally adjusted at annual rates

Seasonally adjusted at annual rates

Line | 2010 | 2011 2010 2011

[\ | I 1l v

Line| 2010 | 2011 2010 2011
v | 1 Il v

Gross domestic product........ 1(14,526.5 | 15,087.7 | 14,755.0 | 14,867.8 | 15,012.8 | 15,176.1 | 15,294.3
Less: Exports of goods and

SEIVICES ..ovvvvvvvveareiiresiiinens 2] 1,839.8| 2,087.6| 1935.3| 2,024.1| 2,085.3| 2,119.2| 2,121.6
Plus: Imports of goods and

SBIVICES ...ooovvrrrrvvvieririenns 3| 2,356.7| 2,665.8| 2,435.5| 2,595.4| 2,682.4| 2,681.6| 2,703.6
Equals: Gross domestic

purchases...............cccooueeee. 4115,043.4 |15,665.9 | 15,255.2 | 15,439.1 | 15,609.9 | 15,738.4 | 15,876.3

Less: Change in private
inventories .......cooervverenns 5 66.9 47.2 38.7 62.0 53.6 0.8 72.6

Equals: Final sales to

domestic purchasers ......... 6(14,976.5 |15,618.7 | 15,216.6 | 15,377.1 | 15,556.3 | 15,737.6 | 15,803.8
Addendum:
Final sales of domestic
Product ... 7114,459.6 | 15,040.5 | 14,716.3 | 14,805.8 [ 14,959.2 | 15,175.3 | 15,221.7

Gross domestic product ........
Less: Exports of goods and

13,088.0 |13,313.4 |13,216.1 | 13,227.9 | 13,271.8 | 13,331.6 | 13,422.4

SEIVICES vvvvevvrrreirererieririns 2] 16632| 1,776.3| 1,716.8| 1,749.6| 1,765.0| 1,785.2| 1,805.6
Plus: Imports of goods and

SEIVICES w.vvvvuenrveereniiiiinins 3] 2,085.0| 2,188.7| 2,131.0| 2,173.9| 2,181.4| 2,187.9| 2,2115
Equals: Gross domestic

purchases. 4113,500.4 [13,717.2 | 13,621.2 | 13,644.2 | 13,679.9 | 13,725.3 | 13,819.5
Less: Change i

INVENLOMIES ...vveerveeerveriinnes 5 58.8 35.6 38.3 49.1 39.1 -2.0 56.0
Equals: Final sales to

domestic purchasers.......... 6(13,440.7 |13,684.7 | 13,585.9 | 13,598.4 | 13,643.4 | 13,733.4 | 13,763.7
Addendum:

Final sales of domestic

ProduCt........vvveveerriiiis 7/13,028.913,281.8|13,181.6|13,182.8 | 13,236.2 | 13,340.9 | 13,367.4

Norte. Chained (2005) dollar series are calculated as the product of the chain-type quantity index and the 2005 current-
dollar value of the corresponding series, divided by 100. Because the formula for the chain-type quantity indexes uses
weights of more than one period, the corresponding chained-dollar estimates are usually not additive.
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Table 1.5.1. Percent Change From Preceding Period in Real
Gross Domestic Product, Expanded Detail

February 2012

Table 1.5.2. Contributions to Percent Change in Real
Gross Domestic Product, Expanded Detail

[Percent]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Line | 2010 | 2011 | 2010 2011 Line | 2010 | 2011 2010 2011
[\ | Il 1] \% I\ Il 1] \%
Gross domestic product.......... 1 3.0 1.7 23 0.4 1.3 1.8 2.8 Percent change at annual rate:
Personal consumption Gross domestic product .......... 1 3.0 1.7 2.3 0.4 1.3 1.8 2.8
E)é%%r;dltures. g ig gg gg i; _?g }‘7‘ gg Percentage points at annual rates:
""""" : ) ! : : : ) Personal consumption
Durable goods 4 72 8.1 17.2 1.7 -5.3 5.7 14.8 ¥
Motor vehicles and parts 5| 23| 80| 371| 158 -255| 16| 377 expenditures 2| 1441 153 248 147| 049 1.24) 145
Furnishings and durable 00S....... 3| 099 o087 187| 110 -038| 033 1.34
housefold equipment........ 6/ 81| 54/ 89| 35 31| 56| 86 Durable goods 4| 053 060 120 085 -042) 042 107
Recreational goods and II\:/Ioto_r ;_ehn:les gr&d p%rlts 5/ 005/ 019 076 037 -074| 004 081
. urnishings and durable
Bl patie 7128 alsp md) 1e8) 89 a2l 88 household equipment....... 6| 013 009 o014 006] 005 009| 0.4
) ’ ) ) ’ 0 k Recreational goods and
N o Yoo S| 28 M7l 431 161 021 05 17 vehicles 7| 027 o026 o024 082 020 026 021
purchased for off- prem|ses Other durable goods 8 0.07 0.06 0.05 0.10 0.07 0.03| -0.09
consumption 1 10 24 16 48 0.8 12 0.1 0.2 Nondurable goods .. 9 0.46 0.28 0.67 0.25 0.04| -0.09 0.27
Clothing and footwear ... | 11| 58| 30| 124 31| 22| -78 30 F"Sﬂriﬂgsbe%“%?%ﬁ prem|ses
Gags°“Qe and other e“ergy ol o1l 42l sel sol 8ol -15| -0 consumption 10| 013 008 025| 004] 006| -001| 001
Other nondurable goods. 13 34 40 50 53 27 26 35 Clothing and footwear. | M 013 007/ 027 007 005 -0.19| 007
) ) ’ ) ’ ’ ’ Gasoline and other energy
Serces ... consimetion e R e L B goods .| 12| 000 -012| -015| -047| -024| -0.04| 001
expenditures (for services).... | 15| 09| 15| 17| 08| 19| 16/ 00 Other nondurable goods. 13) 020 0251 030 030 016 015 02
Housing and utilties 6| 09| 01| -07| -15| 07| 28| -31 Se'[l"c')fgsehol Fp—— 14| 0d46| 066 o061 036 087 080 0.10
s 7loobel 20 asp 081 28] 08 11 expendiures (for services) .. | 15| 043 067 076 035 085 073 001
Recreation Services....... 19 20 30| 49| 20 90 75 25 Housing and utilities 16| 012 001 -010| -0.19| 0.09| 035 -040
Food services and ' ’ ’ ’ ’ ’ ’ Health care . 17| 016 023| 049| 006 032 -007| 013
accommodations 20 3.1 39 36 6.9 14 26 6.3 Transportatiol 18| 002/ 001 000{ -0.01| 000 001 001
Financial services and ’ ' ' ' ' ' ’ ?ec(rjeatior) servicgs.... 19| 005/ 008 -003| -0.05| 023 019 007
N _ 0od services an
ofsurance. . 1 I v { B B B | B+ T L P 20| 014 017| o16| 030 005 o012| 028
inancial services an
F'";;';::;;;?tﬁgggtﬁggﬁggg&;?;g insurance . 21| —007| o008 o0s| 023 o007 o019] -016
households (NPISHs) ' 23 14 04 78 0.6 0.8 9.7 49 Other serwces L 22 0.02 0.07 0.19 0.02 0.09| -0.05 0.09
Gross output of nonprofif ' ' ' : : i : Final consumption expendnures
institutions 2 _ | of nonprofit institutions serving
P irerervrrall Bl B B B Bl B B B households (NPISHS) © ....... 23 002 -001| -0.15| 001 o001 018 009
go'ods and services by Gross output of nonprofit
nonprofitinstitutions ? ....... 25| 22| 17| 76| -25| 15| -34| 13 |omstutions ... 24| 015) 009 027) 013 010) -002) 017
Gross private domestic investment | 26| 17.9| 47| -71| 38 64| 13| 200 ezzbdggﬂﬁtzeﬁsices by
F'Xﬁgr:fr‘ggzmgtl ----- gg ig gg gg ;f 18§ }gg ?g nonprofit insfitutions ........ 25| 013 010 043 -015| 009 -020| 008
Structures... 29| -15.8 41 105| -143| 226 144 72 Gross private domestic investment | 26| 1.96| 0.58| -0.91 047 079 017 235
Equipment a 30 146 10.3 81 8.7 6.2 16.2 5.2 Fixed investment. 27, 032 079 0.88 0.15 1.07 152 041
Information processmg ' ’ ’ ’ ’ ’ ’ Nogresldentlal 28| 042 08| 08| 020 098 149 0.8
tructures ... 29| -0.51 0.11 026| -0.40 0.54 037 -0.21
e amooare | 81 99) 89 109 03 89 12) 63 Equipment and software 30| 09| 071 o056 060 044 112| 039
Information processing
So;f)heNr;prgeral eqmpment equipment and software | 31| 035 022| 039 001 082 004 023
Other Computers and
Industrial equipmen penpheral equment 32| 016/ 011| 014 -005| 027 008 0.15
Transportation eqmpmem : Software * .| 33 005 010 014 004 014 014 010
Other equipment B Other....... 34| 014 001| 011| 002 -009| -0.18 -0.02
Residential.. Industrial equipmen .| 35| 008 015] 0.1 0.14| -0.01 036 025
Change in privi Transportation eqmpment 36| 036 022 000 030 014 030 0.08
Farm... Other equipment. | 37 0.14 0.13 0.05 0.15| -0.01 042 -0.17
Nonfarmm.. Residential.............. 38| -0.11| -0.03| 006/ -0.06| 009 003 0.23
Change in private inventories . 39 164 -020| -1.79 032| -028| -1.35 1.94
Net exports of goods and services - e : Farm . 40| 000 -004| 001 -0.09| -0.02| O0.11| 004
EX%%%ZS : ﬁ e gg gg 182 gg éé ‘5‘6 Nonfarm. 41| 164| -0.16| -180| 041| -026| -146| 190
Services 45 50 51 47 17 6.2 40 39 Net exports of goods and services | 42| -051| 005/ 137 -0.34| 024 043 -0.11
) 6 125 50| 23 83 14 12 44 43| 131 088 098 1.01| 048 064 0.64
47| 1438 58/ -05 95 16 05 41 44| 112 068 079 094 024 048 048
48 29 111 -104 25 04 48 56 Services. 45| 019 020 018 007 024 016 0.16
' ' ' i : : ’ Imports... 46| -1.82| -0.82 039| -135| -024| -021| -0.75
Government consumption Goods 47| -1.74| -079| 008| -129| -023| -0.08| -0.60
expenditures and gross o o7l 21| -8 el -0s| -01| s Services. 48| -008| -003| 031 -006| -001| -0.13| -0.15
Federal 50 45| -20| -30| -94| 19| 21| -73 G°!f,§2.'1'&en'lfr§§'lf.i3"'g"r'c'.§2
National defense. 51 33| 24| -59| -126 7.0 50| -125 h
Consumption expenditures..... 52 30| 1.1 -8.0 -7.3 9.1 40| -115 Federal gg 8;? 'gﬁ _ggg _égg _812 _8% _ggg
Gross investment 53 51| -99| 79| -391| -58| 119 -190 eaeral or O 020 . : SUA RS
Nondefense 54 71 12 31 270 76| -38 42 National defense. ' 51 018 -0.13| -0.34| -0.74| 037 027 -0.73
Consumption expenditures 55 6.2 15 26 4| -80| -49 6.8 Consumption expenditures. 52 0.14| -0.05| -0.40| -0.36 0.42 0.19| -0.58
Gross investment ) 56| 143 05 65 -53| -50 40| 121 Gross investment 53| 0.04| -0.08| 006 -038| -0.04| 008 -0.15
State and local.......... 57 -18| -23| -27| -34| -28| -16| -26 Nondefense ... 5| 0191 -003) 009 -008) -0.22) -010) 0.1
Consumption expenditures. 58| 13| 12| -11| 00| -14| -20| -29 Consumption exp 55| 014 -004 006 -006 -020| -0.12/ 0.16
Gross investment 50| -39| -70 -90| -169| -89 04| -15 Gross investment 56| 0.05| 000 002| -0.02| -0.02 0.01| -0.04
State and local........ 57| -023| -0.28| -0.33| -0.41| -0.34| -0.19| -0.32
1. Net expenses of NPISHs, defined as their gross operating expenses less primary sales to households. 8?:::meg;r:nzﬁendnures. gg :818 :812 :8;; _891(1) :g;é _33(1) :8%3
2. Gross output is net of unrelated sales, secondary sales, and sales to business, to government, and to the rest of the ' ! ) : : : '

world; excludes own-account investment (construction and software).
3. Excludes unrelated sales, secondary sales, and sales to business, to government, and to the rest of the world;

includes membership dues and fees.

4. Excludes software “embedded,” or bundled, in computers and other equipment.

1. Net expenses of NPISHSs, defined as their gross operating expenses less primary sales to households.
2. Gross output is net of unrelated sales, secondary sales, and sales to business, to government, and to the rest of the
world; excludes own-account investment (construction and software).
3. Excludes unrelated sales, secondary sales, and sales to business, to government, and to the rest of the world;

includes membership dues and fees.

4. Excludes software “embedded,” or bundled, in computers and other equipment.
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Table 1.5.3. Real Gross Domestic Product, Table 1.5.4. Price Indexes for Gross Domestic Product,
Expanded Detail, Quantity Indexes Expanded Detail
[Index numbers, 2005=100] [Index numbers, 2005=100]
Seasonally adjusted Seasonally adjusted
Line | 2010 | 2011 | 2010 2011 Line | 2010 | 2011 | 2010 2011
v | Il 1l [\ v | I 1l [\
Gross domestic product.......... 1/103.684 |105.470 |104.699 [104.792 |105.140 |105.614 |106.334 Gross domestic product.......... 1/111.000 |113.307 |111.699 [112.390 |113.091 113.811 |113.935
Personal consumption Personal consumption
expenditures . 2/104.741107.015 |105.962 | 106.511 |106.693 {107.156 {107.699 expenditures 211,112 |113.815 |111.673 | 112.747 | 113.666 |114.324 |114.524
Goods......... 3105.006 |108.944 |107.452|108.700 |108.272 {108.646 {110.157 Goods......... 3104.837 |108.750 |105.367 |107.412|108.752 {109.530 {109.304
Durable goods 4105.782 |114.345110.600 {113.710 |112.180 [113.747 |117.746 Durable goods 4 91.348| 90.437| 90.507 | 90.362 | 90.745| 90.628 | 90.015
Motor vehicles and parts 5| 80.859| 87.331| 86.951| 90.207 | 83.810 | 84.149 | 91.156 Motor vehicles and parts 5(103.050 | 106.156 | 103.467 {104.039 |106.251 {107.374 |106.957
Furnishings and durable Furnishings and durable
household equipment......... 6| 99.542104.934 |102.203 |103.088 |103.869 [105.298 |107.483 household equipment......... 6| 93.732| 92.336| 92.148| 92.169 | 92.542 | 92.637 | 91.995
Recreational goods and Recreational goods and
vehicles .. 7(146.932 |164.395 |152.979 {158.516 |161.925 |166.608 |170.532 vehicles... 7| 71.744| 66.917| 69.865| 68.628 | 67.580| 66.317 | 65.142
Other durable g 8/109.810|115.556 |112.106 |114.425116.129{116.886 {114.785 Other durable g 8110.924 |114.264 |111.883113.178 |113.957 {114.497 [115.422
Nondurable goods 9104.501|106.328 |105.839 | 106.249 |106.306 {106.160 |106.596 Nondurable goods 9112.748 1119.569 |114.092 | 117.463 | 119.383 {120.707 {120.723
Food and beverages Food and beverages
purchased for off- premlses purchased for off- premlses
consumption .| 10(104.440 [106.062 [105.629 |105.834 |106.151 |106.113 |106.153 consumption .| 10{113.853|118.352 |114.306 |116.117 |117.922 [119.287 [120.081
Clothing and footwear .. | 11/108.594 |111.859 [111.477 |112.335 |112.949 |110.666 |111.487 Clothing and footwear............ | 11| 98.033| 99.727 | 97.485| 97.639 | 98.281101.331 [101.659
Gasoline and other energy Gasoline and other energy
G0OdS ..o .| 12| 92.582| 88.665| 91.657 | 90.250 | 88.396 | 88.061 | 87.953 goods .. | 12]125.907 |158.700 |134.334 |153.235 | 160.678 |162.387 |158.499
Other nondurable goods. 13/108.633|113.227 |110.625 |112.061 [112.808 |113.523 | 114.515 Other nondurable goods. 13112.788114.585 |113.170 |113.784 [114.434 | 114.798 | 115.326
Services 14104.628 |106.087 |105.250 [105.453 [105.941 |106.449 |106.506 Services 141114.465|116.493 |115.037 |115.574 [116.260 | 116.852 |117.286
Household consumption Household consumption
expenditures (for services)..... | 15 |103.607 |105.132|104.345 {104.548 |105.043 [105.466 [105.472 expenditures (for services) ..... | 15 |115.126 |117.140|115.665 {116.203 |116.892 [117.503 |117.962
Housing and utilities 16|105.474 |105.567 |105.664 |105.274 |105.464 [106.183 [105.347 Housing and utilities 16|113.417|114.993 |113.689 |114.142 |114.637 [115.309 |115.884
Health care.............. 17|110.235 |112.453 |111.719 |111.877 |112.655 [112.483 |112.796 Health care......... 17115561 |117.461 |116.287 |116.653 |117.301 [117.811 |118.081
Transportation services .. 18| 87.488| 87.922 | 87.999 | 87.898| 87.858 | 87.922 | 88.009 Transportation service: 18|118.111{121.380 [118.634 | 120.208 | 121.232 |121.533 |122.545
Recreation services, 19{104.025 |107.380 |105.018 |104.487 |106.816 [108.767 [109.449 Recreation services.... 19|112.049 |113.917 |112.467 |113.123 |113.706 |114.087 [114.753
Food services and Food services and
accommodations................. 20 (103.207 |107.283 | 104.542 {106.309 |106.592 |107.288 |108.943 accommodations ................ 20|115.787 {118.718 |116.488 |116.939 | 118.423119.697 |119.813
Financial services and Financial services and
insurance.. 21| 95.619| 97.079| 95.583| 96.600 | 96.923 | 97.761 | 97.031 insurance.. 21(116.833 |118.672|117.252117.947 |118.646 [118.917 |119.180
Other services 22(101.882 |103.064 |102.732 |102.794 |103.175 |102.956 [103.331 Other services. .| 22|116.385(118.696 |117.193|117.771|118.310{118.995 |119.709
Final consumption expendltures Final consumption expendltures
of nonprofit institutions serving of nonprofit institutions serving
households (NPISHs) ......... | 23|132.264 |131.681129.390 |129.577 |129.829 |132.863 |134.456 households (NPISHS) 1. 231100.071102.394 |101.342101.854 | 102.474 {102.665 | 102.583
Gross output of nonprofit Gross output of nonprofit
inStitutions 2 ........cco.ceevvveees 241113.146 |114.463 | 114.560 |114.062 | 114.447 {114.357 {114.985 inStitUtions 2...........ccccouuunrees 241113.103 |115.593 |113.989 |114.672 |115.429 {116.007 {116.262
Less: Receipts from sales of Less: Receipts from sales of
goods and services by goods and services bsy
nonprofit institutions °........ 25/107.201|109.019|109.765 |109.083 | 109.502 {108.565 108.928 nonprofit institutions 25/118.068 |120.624 |118.809 |119.557 |120.366 {121.093 [121.479
Gross private domestic investment | 26| 78.945| 82.642 | 79.848 | 80.600 | 81.869 | 82.135| 85.964 Gross private domestic mvestmem 26 (104.743 |106.432 |105.199 |105.755 |106.342 |106.646 |106.983
Fixed investment. 27| 77.667| 82.822| 79.812| 80.052 | 81.829 | 84.362| 85.046 Fixed investment. 27|104.843 {106.161 |105.035 |105.412 |106.039 [106.433 |106.759
Nonresidential 28| 97.913/106.314 |101.822|102.342 |104.889 {108.782 {109.244 Nonresidential. 28105.373 |106.734 |105.536 |105.909 |106.560 {107.027 {107.442
Structures... 29| 87.883| 91.497| 90.399| 86.974| 91.511| 94.631| 92.874 Structures ... 29121.117 126.597 |122.475|123.982 | 125.835 | 127.565 | 129.008
Equmenta ... | 30(102.393 [112.909 [106.925 |109.174 |110.839 |115.077 |116.546 Eqmpmenta 30| 99.634 | 99.745| 99.406 | 99.446 | 99.743| 99.838| 99.953
Information processmg Information processmg
equipment and software | 31126.788134.330 |131.401|131.506 |134.328 [134.713|136.774 equipment and software | 31| 90.252 | 88.757 | 89.543| 89.255| 88.891| 88.603| 88.280
Computers and Computers and
penpheral eqmpmem 32 (191.322 |224.703 | 205.532 |201.997 |223.733 |230.203 242.880 peripheral equ|pment 32| 62.170 | 58.477| 61.223| 59.975| 58.833 | 57.879 | 57.222
Software * 33 (117.486 |124.379|120.360 {120.968 |123.327 |125.728 |127.493 .| 33/100.702 {100.486 |100.306 | 100.502 |100.561 {100.495 |100.386
Other 34 (116.229 |116.930|120.179{120.670 |118.585 |114.526 |113.939 34| 92.651| 91.389| 91.781| 91.636| 91.382| 91.407 | 91.131
Industrial equipmen .| 35| 91.804|103.629 | 96.295| 99.003 | 98.806 [105.861 [110.845 Industrial equipmen .| 35|115.052 {118.426 |115.791|117.083|118.273{119.074 |119.275
Transportation equment 36| 65.668 | 82.205| 70.925| 76.843| 79.550 | 85.431| 86.995 Transportation equment 36 |102.857 {104.940 {103.302 | 104.109 |105.182 {105.033 |105.437
Other equipment ..| 37| 90.851100.284 | 94.388| 97.224 | 97.113|105.005 [101.796 Other equipment. .| 87|111.005|112.518 |111.261|110.755|111.999 {113.000 |114.319
Residential... 38| 42.681| 42.091| 41.684| 41.428| 41.855| 41.991| 43.090 Residential. 38102.214 |103.367 |102.563 | 102.958 | 103.479 {103.551 {103.482
Change in priva | ] . Change in priva revnenes | -
Farm... Farm......
Nonfarm.. Nonfarm.
Net exports of goods and services . . . . Net exports of goods and services o
Exports.... .| 43|127.444|136.112 |131.551 | 134.061 | 135.240 | 136.789 | 138.358 Exports .. .| 43|110.617 1175546 |112.757 115.725 118182 | 118.747 |117.529
Goods. 441128.564 |138.256 [132.984 |136.363 |137.206 |138.874 |140.579 Goods 441109.690 [117.734|112.396 |115.859 |118.572 [118.981 |117.525
Services . 45 (125.030 |131.392 | 128.433128.977 |130.926 |132.204 |133.463 Services. 45|112.669 [116.969 [113.494 |115.282 |117.125(118.058 |117.413
46102.821107.934 |105.091|107.207 |107.573 {107.897 {109.058 Imports... 46 (113.032 [121.774 [114.271 |119.370 |122.949 |122.543 |122.236
471101.248 107.118 |104.065 | 106.464 | 106.875 {107.020 {108.113 Goods 47112.607 |122.373113.780|119.647 | 123.632 {123.168 | 123.047
48111.742(112.937 |111.185|111.798 | 111.918 {113.243{114.788 Services. 48 (114.560 (118.013 |116.066 |117.261 |118.754 |118.640 |117.396
Government consumptlon Government consumption
expenditures and gross expenditures and gross
i 49 (107.886 |105.577 |107.691 {106.076 |105.837 [105.812 |104.582 i 49 117.445 [121.093 | 118.341{119.910 |121.146 |121.523 [121.794
Federal 50 122.782 |120.363 | 123.197 |120.195 |120.769 [121.385 [119.101 50(113.653 |116.878 |114.331(115.827 |116.902 |117.413 |117.372
National defense. 51(121.942 1119.076 | 121.846 {117.822 |119.841 [121.311 |117.332 National defense. 51(114.046 [117.593 |114.802 {116.576 |117.672 |118.119 