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I ntroduction

1 The United States program to produce a set of aggregate financial accountsis
more than fifty years old. After adecade of internal work, a set of annual financial
accounts was published in 1955, and data showing quarterly flows have been available
since August 1959. At the present time, our flow of funds publication reflects afull set
of aggregate financial accounts for the nation, with quarterly data beginning in 1952 for
both financia flows and end-of-period amounts outstanding.

2. Balance sheets for the household and nonprofit organization sector and the
nonfinancial corporation sector are also included in our flow of funds publication. They
combine financia positions with estimates of tangible assets to derive net worth. The
sector balance sheets are published with quarterly data. Corresponding reconciliation
tables, which provide details on the type of flows (investment, depreciation, capital
gaing/losses) that account for changesin net worth, are also published. Balance sheets for
other sectors of the economy are estimated for internal use, but the quality of the tangible
asset datais not sufficient for publication at thistime.

Consistency with Other National Accounts

3. The U.S. flow of funds accounts (FFA) have aways endeavored to maintain
consistency with the national income and product accounts (NIPA) that are published by
the U.S. Department of Commerce. A starting point in compiling the accountsis the use
of data on national saving and capital expenditures from the national income and product
accounts. Indeed, a summary derivation of saving, a source of funds, istypically
provided on the flow of funds sector tables. Similarly, we usually show capital
expenditures, with its components, as a use of funds.

4, Anoverview of the structure of the flow of funds accountsis provided in the
simplified matrix in exhibit 1. Ascan be seen, the matrix combines elements of capital
and financial accounts set out in the System of National Accounts 1993 (SNA). The
itemson line 1, gross saving, and line 3, capital expenditures, are taken, with little
ateration, from the national income and product accounts. Despite our reliance on the
NIPA, we have chosen to make certain reclassifications of the published data.
Importantly, these changes do not reflect disagreements over measurement, but rather an
aternative view of how to allocate activity by sectors.

5. The two most important reclassifications are summarized in exhibit 2. First,
outlays by households and nonprofit organizations for consumer durable goods are
considered capital expendituresin the FFA. They are considered personal consumption
in the NIPA, which is also the suggested treatment in the SNA. However, at times we
have found the FFA treatment more useful analytically because a substantial portion of
household durable goods outlays are financed with debt and because durable goods
provide services over along period of time. The outlays enter the sectors' statements as
both aform of saving and as a capital expenditure and thus do not affect the balances
between sources and uses of funds. An even more analytically correct treatment would



be to adjust outlaysin the NIPA by the service flow from durable consumer goods rather
than the full amount of the expenditure.

6. A second difference between the FFA and the NIPA involves access rights that
are sold by the federal government to private corporations. Such access rights (bonuses
paid) are not shown in the NIPA, but we consider the sale a capital receipt by the federal
government and a capital expenditure of the nonfarm nonfinancial corporate business
sector in the FFA.

7. The following lists other differences between the FFA and the NIPA, but they are
minor in terms of dollar magnitudes:

 TheU.S. alocation of special drawing rights (SDRs) is considered a capital
transfer from abroad in the NIPA and is thus part of gross saving; in the FFA,
it istreated only as an adjustment in the level of U.S. holdings of SDRs and
thus is excluded from saving.

* Wage accruas less disbursements are included in saving in the NIPA, but they
are excluded from saving in the FFA; they are a component of the
nonfinancia discrepancy in the FFA.

» Saving and investment by corporate farms are in the farm business sector in
the FFA, but they are in the nonfinancial corporate business sector in the
NIPA.

» Stateand local governments and state and local government employee
retirement funds are separate sectors in the FFA, but they are combined into
one sector in the NIPA.

8. Finally, the FFA differ in two ways from the U.S. balance of payments accounts
(BOP):

* International banking facilities are treated as domestic entities in the BOP, but
they are considered part of the rest of the world sector in the FFA.

* The FFA usethe NIPA measure of exports and imports rather than the BOP
measure. A reconciliation of the NIPA BOP measures can be found in
U.S. Commerce Department publications.

Y1n July 1999, several changes were made to the BOP that brought them into closer alignment with
international transactions in the NIPA and with the international guidelines recommended in the fifth
edition of the International Monetary Fund’s Balance of Payments Manual.



Presentation of the Accounts. Sector Classifications, I nstrument Categories, and
Level of Aggregation

0. The accounts are presented in an official statistical release of the Board of
Governors of the Federal Reserve System (Z.1). Data are shown in time series format. A
sample table for the nonfarm nonfinancia corporate business sector (F.102) is provided
in appendix 1. Asnoted earlier, each sector table shows gross saving and gross
investment, with detail for capital expenditures and changes in financial assets and
liabilities. Each sector has a corresponding table for end-of-period outstandingsin the
publication, and a sample copy of the table with outstandings for the nonfarm
nonfinancial corporate business sector (L.102) is provided in appendix 2. A sample copy
of the complete flow of funds matrix is provided in appendix 3.

10. Exhibit 3 liststhe nonfinancial sectorsin the accounts. The components of the
domestic nonfinancia group, lines 1 through 6, are fairly straightforward and would
appear to be consistent with the SNA. Included in this grouping are the household sector,
the business sector, and the government sector. The combined debt of this group was
monitored until just recently by the Federal Open Market Committee, which oversees
central bank open market operations, and this aggregate is published as a monthly series.

11.  Thehousehold sector (line 1) consists of individuals, families, and all types of
nonprofit organizations such as charitable organizations, private foundations, schools,
churches, labor unions, and hospitals. In recent publications, we have included atable
with estimates of financia flows and positions for nonprofit institutions.

12.  Thebusiness grouping (lines 2 through 4) is composed of three sectors: nonfarm
nonfinancial corporate business, nonfarm noncorporate business, and farm business.
Nonfarm nonfinancial corporate businessis by far the largest of the three business sector
components. Nonfarm noncorporate business consists of partnerships, sole
proprietorships, tax-exempt cooperatives, and individuals who receive rental income on
non-owner-occupied structures. Farm business consists of corporate and noncorporate
farms.

13.  Thegovernment grouping (lines 5 and 6) consists of the federal government and
the state and local government sectors. A consolidated statement for this grouping is
included in our release as a supplementary table. State and local government employee
retirement plans are treated as a separate financial sector. State and local governments
are often grouped with the household and business sector; the group is referred to as the
domestic nonfederal nonfinancial sectors (lines 1 through 5).

14. Except for the rest of the world sector (line 7), the remaining sectorsin the
accounts refer to financial entities, which are listed in the next two exhibits. Federal
government-related financial institutions and depository institutions are shown in exhibit
4. Government-sponsored enterprises (line 1) provide credit to other sectorsin the form
of mortgage loans, farm loans, and student loans. The monetary authority sector (line 3)



consists primarily of the Federal Reserve System but also includes certain monetary
accounts of the U.S. Treasury that are not part of the federal government sector.

15.  Thecommercia banking sector (lines 4 through 7) consists of four banking
groups. U.S.-chartered commercial banks, foreign banking officesin the U.S., bank
holding companies, and banksin U.S.-affiliated insular areas such as Puerto Rico and
Guam. The bank holding companies included here are the parent companies of banks
and have as their major assets their net investments in their bank and nonbank
subsidiaries. The other depository institutions, saving institutions and credit unions (lines
8 and 9), are not part of the commercia banking sector.

16. Exhibit 5 shows the large number of private nondepository financial sectorsin the
FFA. Included here are such institutions as insurance companies, pension funds, mutual
funds, finance companies, bank personal trusts and estates, security brokers and dealers,
and issuers of asset-backed securities. This latter sector (line 9) isnot a group of
ingtitutions, but rather it represents a set of contractual arrangements. The sector issues
liabilities in the form of corporate bonds and commercial paper that are backed by pools
of assets, such as mortgages, credit card receivables, business |oans, student loans, and
trade receivables, that have been originated by financial institutions.

17. In the U.S. we have been able to provide considerable detail by financial
instrument categories. Altogether, there are more than fifty types of instruments shown
in the publications. Exhibit 6 lists those instrument categories and groupings dealing
mainly with reserves, interbank claims, and deposits. The reserves backing life insurance
policies and pension fund claims are separate instrument categories (lines 3 and 4).
Deposits, loans, and other transactions between banks, thrifts, and the monetary authority
are included in the instrument category called interbank clams (line 5). A variety of
deposit categories are shown separately in the accounts; included are U.S. depositsin
foreign countries (line 6), checkable deposits and currency (line 7), time and savings
deposits (line 8), and money market mutual fund shares (line 9).

18. A particularly important group of instruments for analysisis credit market
instruments, which is shown in exhibit 7. Included in this set are open market paper, U.S.
government securities, municipal debt securities, corporate bonds, mortgages, consumer
credit, other bank loans, and a variety of other types of loans. Many of these individual
categories are broken down even further in the accounts. For example, for mortgages
(line 25), home, multifamily residential, commercial, and farm mortgages are each shown
separately. The instruments grouped as credit market instruments represent borrowing
and lending between sectors. Equities are excluded from this grouping because they do
not represent a credit transaction, but rather are a claim on ownership.

19. Exhibit 8 lists the remainder of the instrument categories in the accounts.

Included here are equity issues, both mutual fund shares (line 1) and stock issued by
corporations (line 2). Investment in noncorporate business by individualsis a separate
category (line 7). Identified miscellaneous financial claims (line 9) consist of instruments
for which we do not construct separate tables. Included are some equity investments,



such as foreign direct investment and investment of parent companiesin their
subsidiaries. In addition, minor instruments that have only one or two lending or
borrowing sectors are included here.

Sour ces of I nformation and Data Collection M ethods

20. A misconception often encountered when describing the sources for the U.S. flow
of funds accountsis that the information is collected specifically for the accounts.
Nothing could be further from the truth. Indeed, almost no information is collected
specifically for the accounts. Rather, we rely on awide variety of government, central
bank, and private sources for data. The Guide to the Flow Funds Accounts lists thirteen
pages of rEIajor sources, and exhibit 9 summarizes the broad categories of datawith some
examples.

21, Regulatory reports, the first category of the exhibit, include several sources of
datathat are gleaned from submissions required of certain types of institutions. For
example, U.S.-chartered commercia banks, branches and agencies of foreign banks
operating in the U.S., bank holding companies, banksin U.S.-affiliated areas, credit
unions, and other savings institutions that accept federally insured deposits submit
detailed quarterly reports to their primary regul ator—the Federal Reserve, the Federa
Deposit Insurance Corporation, the Comptroller of the Currency, the National Credit
Union Administration, or the Office of Thrift Supervision. Security brokers and dealers,
who underwrite and distribute securities, are required to file quarterly reports with the
U.S. Securities and Exchange Commission. Datafor our monetary authority sector are
derived from reports submitted by the twelve Federal Reserve Banks to the Federal
Reserve Board.

22.  The second category in exhibit 9 gives examples of required tax reports, which,
when used for aggregate statistics, provide useful data sources for the FFA. Because all
businesses are required to file, the aggregate data derived from the large samples of
income tax returns of nonfinancial corporations, partnerships, and sole proprietorships
provide a good benchmark for the business sector. Once a year private pension funds
must file with the U.S. Internal Revenue Service Form 5500, the Annual Return/Report of
Employee Benefit Plans. Nonprofit organizations also must file asimilar form each year.
Tabulations by the U.S. Treasury of these tax returns are the main sources of datafor
nonprofit organizations in our accounts.

23.  Thethird category lists surveys conducted by the Federal Reserve Board and the
Federal Reserve Banksthat provide estimates for data in the flow of funds accounts. The
Federal Reserve Board samples lenders monthly to compile data on consumer credit.
Another survey conducted by the Board samples about sixty-five finance companies to
obtain estimates on their asset and liability positions. In addition, every three years the
Board sponsors a survey of over 4,000 households, the Survey of Consumer Finances.

2 Board of Governors of the Federal Reserve System, Guide to the Flow of Funds Accounts (Washington:
2000).



Recently, we have been using this survey to check the accuracy of the amount of certain
types of financial assets held by the household sector.

24.  Thefourth category of source material in exhibit 9 lists afew of the government
agencies who supply data. These agencies collect datain the process of monitoring their
own programs and for review by the public and by policy makers. We obtain dataon
federal government borrowing and lending from U.S. Treasury publications. The
national income and product accounts, the U.S. international transactions data, and data
on state and local governments are all published by the Department of Commerce. Some
data for the farm sector are available from the Department of Agriculture. Government-
sponsored enterprises, previously part of the federal government but now privately
owned, are require to prepare detailed annual statements for their stockholders, as well as
monthly figures that track their financial activity. Assets of state and local governments
are estimated using a sample of their annual reports.

25.  Thefifth category provides afew examples of the variety of nongovernmental
sources on which we depend. These sources compile statistics on specific types of
institutions or markets. For example, mutual funds have a trade association that reports
aggregate balance sheet data on the activity of their members. Credit unions have a
similar type of trade association.

26. Data collected by rating agencies are also used. A.M. Best Company, which rates
life insurance companies and property and casualty insurance companies, has available
data that provide statistics on the assets and liabilities of these sectors. Similarly,
Standard & Poor’s Compustat Services, Inc., which rates companies that issue securities,
provides information on the volume of equity retired from share repurchases. In addition,
private data-collection firms assemble datafor clients that are aso useful in producing
the flow of funds accounts. These include firmsthat collect data on real estate
investment trusts, collateralized mortgage obligations, and gross issuance of bonds and
equities. Securities repositories supply statistics on commercial paper held in custody
and timely sample data on private pension funds.

27.  With so many sources, the description of the data used to estimate a single sector
statement is at times complex. Certainly the descriptions of sources for some sectors are
fairly straightforward. For example, exhibit 10 shows the important source material
needed for compiling the U.S.-chartered commercia banks sector. Asshownonline 1,
the Reports of Condition that the banks submit to their regulator forty-five days after the
end of aquarter provide most of the datafor financial assets and liabilities. Just prior to
our publication date, banks' transactions with their parent holding companies (line 4)
become available, and we have a compl ete picture of the sector.

28.  Thefedera government sector (exhibit 11) isalso fairly straightforward, although
this sector requires a few more sources than the banking sector. With the publication of
the preliminary estimate of the U.S. national income and product accounts (line 1) and
the Monthly Treasury Statement of Recelpts and Outlays of the U.S. Government (line 2),
reasonabl e estimates of this sector’s balance sheet can be constructed. A few additional



sources of information, such asthe U.S. international transactions (line 3), bank
regulatory reports (line 4), and U.S. government |oan data (line 6), fill out the balance
sheet prior to publication of the quarter.

29.  Thenonfinancial corporate business sector (exhibits 12 and 13) is an example of a
sector where the sources are more varied and where it takes six months or more before
much of the data are available. In fact, the tabulations of aggregate statistics from
businessincome tax returns by the U.S. government, that are used to provide benchmarks
for this sector, are not available for two and one-half years after thefiling (line4). Upto
that point, estimates of the sectors’ financial assets are based on a smaller sample of
corporations that engage in manufacturing, mining, and trade (line 3). It is also important
to note the many data sources necessary to estimate this sector. Federal Reserve System
surveys on consumer credit lending (line 7) and finance company lending (line 12) are
used. Regulatory reports provide data on lending to business by depository institutions
(line 10), and a securities repository provides data on commercia paper issuance (line
11). Finally, private data-collection firms and rating agencies supply statistics on equity
and bond issuance by nonfinancial businesses (line 8 and line 9).

30. In addition, as can be seen from exhibits 12 and 13, estimates on the nonfinancial
corporate business sector rely on sources with varying frequency—from monthly to
annually. Thelagsin availability of the sources also vary, ranging from one day to two
and one-half years after the period reported.

Timeliness and Frequency of Compilation of the Accounts

31. TheU.S. financial accounts are typically published nine to ten weeks after the end
of the quarter. By that time a sufficient number of data sources are available for
estimating flows and end-of-period positions for the current quarter. Previously
published quarterly estimates may be revised with each publication, using any new
information that has become available for these back periods. In addition, structural
changes resulting from new estimation procedures or changesin U.S. financial markets
may be incorporated into the accounts.

32.  With preparation of the second-quarter statistical release in September, the annual
revision of the national income and product accounts, which usually is published in July
and typically covers the data for the preceding three years, and the annual revision of the
balance of payments accounts are incorporated. Also, at thistime, we reestimate our
seasonal factors for the latest ten years.

Methods Used in Compiling the Accountsto Handle Special Problems

33.  Aside from the straightforward method of collecting the necessary data, making
necessary adjustments for definitional differences, and then putting the figuresin their
proper slots, we have no unusual methods for compiling the accounts. Nonetheless, there
are three broad areas where problems persist.



34.  Asshownin exhibit 14, seasonal adjustment is one of these areas. In our
publications, quarterly flows are presented at seasonally adjusted annual rates, while
amounts outstanding are shown on a not-seasonally-adjusted basis. Flow dataare

seasonally adjusted with the X-11-ARIMA/88 procedure devel oped by Statistics

Canada™ An additive adjustment is used on the series, and the output of the procedureis
a set of seasonal factorsfor each series that are added to the unadjusted flow data to
obtain the seasonally adjusted flows. The X-11-ARIMA/88 procedureis run over the
most recent ten-year period at the time of the second-quarter release.

35.  Todetermine whether a seriesisto be seasonally adjusted, an F-test is performed
on all the basic inputsin the flow of funds database, including unpublished intermediate
series. Staff members of the Flow of Funds Section review the results of the series for
their sectors to determine whether the data for a series exhibit statistically significant
seasonal variation and whether the seasonal variation is stable over the most recent ten-
year period. For those series that pass the test, new seasonal factors are applied. One
result of the greater complexity of financial markets in recent years has been that fewer
series pass the test for seasonal adjustment each year, and that a greater amount of the
variations in flows appears to be due to cyclical and irregular factors.

36. Wedo not seasonally adjust calculated series; the seasonal factors for these series
areimplied from their component input series. Asaresult, the seasonally adjusted flow
for a series calculated from numerous other series, such as the household sector’s
holdings of Treasury securities, reflects aweighted average of seasonal factors of those
other series. This procedure sometimes results in seasonally adjusted flows with more
erratic movements than would be the case if the series were seasonally adjusted directly.

37. A second problem we must deal with when compiling the accountsis missing
data. Some information used in constructing sector statementsis produced or published
by the original sources only as annual data. Two regularly used methods for converting
the annual datato quarterly form are the K-L method and the ratio method. The K-L
method is a mathematical interpolation procedure that creates quarteyly values based on
the behavior of the annual seriesin preceding and subsequent years.™ Intheratio
method, the seriesis calculated as a proportion of arelated quarterly series on an annual
total flow or year-end level basis. The quarterly seriesisthen multiplied by the ratio
calculated for each year to obtain quarterly values for the series being interpol ated.

38.  Theadvantage of the K-L method isthat it is purely mathematical and requires no
additional information. It issuitable for calculating values for alarge number of series.
In contrast, the ratio method has the advantage of basing the quarterly movement on
another related series that has actual quarterly data available. However, data calculated
using the ratio method must be reviewed carefully when the related quarterly series
reflects economic events that could distort the results.

3 We expect to use the X-12-ARIMA procedure in September 2001.

* The K-L method is named after Hyman Kaitz and Maurice Liebenberg, former statisticians at the U.S.
Department of Commerce who developed a similar method of converting annual data to quarterly. The
exact formulation of the K-L method is shown in pp. 33-34 of the Guide.



39.  Also, with every publication, there are series for which datafor the most recent
periods are not yet available. A linear extrapolation procedure is one method used to
estimate current values. Like the K-L method mentioned above, thisisapurely
mathematical procedure based on the past behavior of the series. It isuseful for series
that exhibit little variation over a year, or whose current behavior is not well known.
However, for some series, staff members make estimates on the basis of their knowledge
of current economic conditions for the sectors or markets.

40.  Oneadditiona problem we address is the inconsistency that arises when there
may be more than one source for acomponent series. There is no specific method for
dealing with this problem. Sector analysts must try to determine which source represents
amore complete universe and what might be the cause of any differences. We have
found that data sources required by regulatory agencies tend to be more complete and
timely. Sample surveys sometimes are biased due to underrepresentation of part of the
universe. Inthe end, the sector analyst must judge which will be the primary data source.

Valuation M ethods, Reconciliation Accounts, and Balancing Items

41.  There are anumber of issues we encounter regarding valuation in the accounts
(exhibit 15). We believe consistency among sectors is very important, and there is a need
to adjust certain data to achieve this consistency. However, in addition to consistency,
one of our goalsisto present the datain the most analytically useful form.

42.  Theprinciplesregarding financia flows are fairly straightforward. A substantial
effort is made to eliminate changes owing to price movements from these flows. In
essence, our guiding principleisto report “net funds raised” on the liability side or,
equivaently, “net funds supplied” on the asset side. Asaresult, an attempt is made to
present flows at transaction prices.

43. In theory, outstandings for financial assets and liabilities are reported at book or
cost value in the flow of funds accounts. However, there are a number of exceptions that
require some clarification. One exception isthe value of corporate equity outstanding,
which is shown at market value. This market value of total corporate equity isthe sum of
the value of domestic stock listed on the U.S. exchanges, foreign stock held by U.S.
residents, and an estimate of equity in private U.S. corporations. Thus, unrealized capital
gains or losses are reflected in the values of outstanding equities.

44, In contrast, the total value of mutual fund shares reflects a mixture of market and
book valuations of assets. Mutual fund holdings of corporate equities are valued at
market, whereas the bond holdings are valued at book. Financial asset positions that are
denominated in foreign currencies are stated at the value of the dollar exchange rate at the
end of the period, and the outstandings reflect any movement in exchange rates over the
period.



45.  With regard to tangible assets shown on the full balance sheets, estimates for
reproducible assets outstanding are valued at current cost; reproducible assets include
business plant and equipment, inventories, and consumer durables. Current-cost
valuation expresses all assets in the capital stock at the prices that would have been paid
for them if they had been purchased new at that time. Real estate, on the other hand, is
expressed at market value.

46.  We continue to study the issues presented by valuation of assets and liabilities.
Even aswe do, new problems arise. A few years ago, newly adopted accounting
procedures required depository institutions to report available-for-sale securities at
market value and held-to-maturity securities at book. Previously, the institutions had
only reported the book values of securities. However, due to our recent efforts,
depository institutions are required also to report the book value for al security holdings
at their U.S. offices.

47. Unfortunately, some other financial institutions provide data on security holdings
based solely on the market value of their portfolio. In order to maintain consistency
among sectors, it is necessary to use price indexes to convert assets of these sectorsto a
book value. For those assets subject to frequent turnover, the flows calculated by
differencing book level outstandings could differ significantly from the true flow due to
capital gains and losses that are realized and reinvested. Adjustments to approximate the
transaction price of flows are sometimes made.

48.  Withregard to reconciliation accounts (exhibit 16), the publication *Flow of
Funds Accounts of the United States’ contains stock-flow reconciliation tables for the
household and nonprofit organization sector and for the nonfarm nonfinancial corporation
sector. A purpose of the reconciliation tablesis to account for the changes in wealth. For
individual sectors, changesin nominal wealth are the result of physical investment net of
depreciation, net financial investment, and changes in asset price levels.

49. In general, the reconciliation tables conform to SNA specification regarding
explanations of changesin net worth. They differ, however, in format and in the fact that
statistical discontinuities are included with the revaluation figures. Work is under way to
augment the detail in the reconciliation tables, and perhaps to publish afull set of
reconciliation accounts as suggested by the SNA.

50.  Withregard to balancing items (exhibit 17), we generally do not use net
borrowing or lending within sectors to balance the accounts. Instead, statistical
discrepancies are calculated when there is an imbalance owing to data limitations within
a sector’ s balance sheet or between the two sides of an instrument category.

51.  Sector discrepancies represent the difference between all measured sources of
funds and all measured uses of funds for the sector. Thisincludes the sources and uses
from the capital account. They are the result of the inconsistencies among the different
data sources, including in many cases the incompatibilities between NIPA sources and
financial data sources. In addition, the statistical discrepancy in the nationa income and
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product accounts—the difference, for all sectors, between gross saving from current
income (total sources of funds) and gross private capital expenditures (total uses of
funds)—affects the flow of funds sector statements.

52.  Sector discrepancies vary in magnitude due to the number of data sources used,
their compatibility, and their accuracy. However, for some sectors, such as the federal
government and the banks, where the quality of datais believed to be good, sizable
discrepancies still occur owing in part to differences in the timing of recorded
transactions.

53. Instrument discrepancies occur when there is no universe total for that instrument
category. For example, in the market for federal funds and security repurchase
agreements, there are data on the lending by some sectors and the borrowing by some
sectors. Total net borrowing is determined by summing the data we have for the known
group of borrowers. A similar calculation is made on the lending side. The difference
between the lending and borrowing is reported as a discrepancy for that instrument
category.

54. Many instrument categories do not have discrepancies because the total universe
for that financia instrument is known. In that case, we treat one sector as the residua
lender or residual borrower. For example, we know the exact amount of U.S. Treasury
debt issued and outstanding. Data on purchases of such debt are available for most
sectors, except for the household sector. In this case, the household sector is the residual
lender to the federal government.

55.  Studying the discrepancies in the accounts has been useful. When the sector or
instrument discrepancies are out of line with historical norms, the data in the accounts are
reexamined for errors and poor estimates of missing data. Sizable discrepancies or
persistent discrepancies of a given size frequently tell us something about our data
sources and where improvement efforts should be focused. The discrepancies are also
useful in maintaining the internal consistency of the accounts. The sum of the sector
discrepancies must equal the sum of the instrument discrepancies.

56.  Asthechartsin exhibit 18 show, the sum of all discrepanciesin the U.S. accounts
has varied quite alot over the past four decades. In absolute terms, the amount appears to
have grown substantially, reaching $150 billion four timesin the last twelve years, as
shown in thetop panel. Infact, for the last twenty years, the total system discrepancy
appears to have exhibited much more volatility than in the previous two decades.
However, as shown in the lower panel, the total system discrepancy has never been much
higher than 1/2 percent of total financial assetsfor all sectors.
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Globalization of Financial M arkets and I ntroduction of New Financial I nstruments

57.  Thereisno question that as the markets for lending and borrowing have become
more global in nature, collecting reliable data and compiling the U.S. accounts has
become more difficult (exhibit 19). Expanding the information on foreign activity from
ingtitutions that are directly supervised has been easier. For example, dataon foreign
deposits held by U.S. residents were first collected by asking U.S. corporations what
deposits they had placed abroad. Responses indicated that there were only small
amounts. However, when the U.S. government asked foreign central banks what deposits
belonged to U.S. addresses, the amounts were significantly larger. Of particular
importance were data on deposits at Caribbean branches of U.S. banking institutions.
After several years of effort, new estimates on foreign deposits became available, and
these were incorporated in the FFA in 1994. However, even these data appear
problematic, as they suggest much larger deposit amounts than firms report in aternative
sources. Whilefiguresin the FFA reflect the most recent data consistent with the BOP,
efforts are still under way to reconcile these estimates with alternative sources.

58.  Similar problems exist for collecting data on bank loansto U.S. businesses that
are booked offshore. Data are collected from U.S. branches and agencies of foreign
banks, which often arrange the loan transactions for their parents abroad. Data on loans
made by Caribbean branches of U.S. banking firms were collected for the first timein
1993. They indicated a greater volume of loans than had been reported in the U.S.
Determining the extent of coverage and reliability of these datais again a concern.

59. In addition to data-collection problems, the rise of multinational and global firms
has, to some extent, reduced the significance of the domestic corporation as the
appropriate unit of economic analysis. Corporations have expanded their operations, as
well astheir financing, outside the borders of the U.S. Currently, no alternative
sectorization is available.

60.  Globalization aso has led to the creation of entities that until recently did not
appear in our accounts. One problem that we addressed afew years ago was the
recording of transactions for U.S.-incorporated firms whose sole purpose isto raise
money in commercial paper markets and upstream the proceeds to the parent abroad.
These firmsissued commercial paper in U.S. credit markets but were not a component of
any sector in the accounts. Our solution was to create a new sector we call “Funding
Corporations,” which includes firms involved in such activities, as well as other firms
involved in similar types of financial transactions in domestic markets.

61. Asmentioned earlier, the increase in securitization of assets during the past
decade led to the creation of another new sector in the accounts, “1ssuers of Asset-Backed
Securities.” For many years, depository institutions and specialized mortgage originators
had packaged home real estate |oans and sold them to government-related institutions,
who in turn issued securities with these mortgages as collateral. But more recently,
private corporations have expanded into similar types of securitization. They began to
issue securities backed by whole mortgage loans, credit card receivables, trade

12



receivables, business loans, student loans, consumer leases, and even mortgage-pool
securities. We have found the need to expand our issuers of asset-backed securities
sector continually as these market innovations have occurred. In order to more fully
understand the scope of this market, beginning this summer commercial banks will be
required to report information to their regulator on the various types of 1oans they have
securitized and continue to service.

62.  Wedo not account for derivatives. Currently, U.S.-registered banks are required
to report revaluation gains on interest-rate, foreign-exchange-rate, and commodity and
equity contracts as a trading account liability. Since there are strict requirements limiting
the netting of offsetting positions, the effect is to gross up both the banks' total financial
assets and liabilities. An adjustment is made to remove the revaluation effects from the
flows.

63. More recently, however, the U.S. accounting industry issued a statement on
accounting for derivative instruments and hedging activity. It requires al entities that use
generally accepted accounting procedures (GAAP) for their financia statementsto
recognize derivatives on their balance sheet at fair value. For most entities the effective
date would be January 1, 2001. The Board of the International Accounting Standards
Committee (IASC) issued asimilar statement, also effective January 1, 2001. Exactly
how we deal with such transactionsis still unclear, as there is no experience with the
data.
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Exhibit 1

SIMPLIFIED FLOW OF FUNDS MATRI X, 2000
(Billions of dollars)

Private
[tem domestic
nonfinancial Rest of the Federa Financia
sectors world government sectors Total
U S U S U S U S U S
1. Grosssaving and net 2218 427 342 86 3073
capital transfers*
2. Grossinvestment 2283 400 321 55 3059
3. Capital expenditures* 2762 105 122 2990
4. Net financial investment -479 400 215 -67 69
5. Net acquisition of
financial assets 1014 869 -57 2341 4166
6. Netincreasein 1492 469 -273 2409 4097
liabilities
7. Discrepancy -65 28 21 31 15
8. Totd 2218 2218 427 427 | 342 342 86 86| 3073 3073

*From the national income and product accounts.




Exhibit 2

SIGNIFICANT DIFFERENCES FROM NIPA DATA

1. Household outlays for durable goods are treated as capital expenditures.

2. Accessrights sold by the federal government are treated as capital
outlays by businesses and a source of funds to the government. Such
sales are excluded from the NIPA data.




Exhibit 3

NONFINANCIAL SECTORS

. Households and nonprofit organizations

. Nonfarm nonfinancial corporate
business

. Nonfarm noncorporate business

. Farm business

. State and local governments,

excluding employee retirement

funds

. Federal government

. Rest of theworld

Business

Government

Domestic
nonfinancial
sectors



Exhibit 4

FEDERAL GOVERNMENT-RELATED AND DEPOSITORY SECTORS

. Government-sponsored enterprises
. Federally related mortgage pools Federal government-related

institutions
. Monetary authority

. U.S.-chartered commercia banks

. Foreign banking officesin the U.S.
Commercial banking
. Bank holding companies

. Banksin U.S.-affiliated areas

. Savingsingtitutions
Thrift institutions
. Credit unions



10.

11.

12.

13.

14.

Exhibit 5

PRIVATE NONDEPOSITORY FINANCIAL SECTORS

Life insurance companies

Other (property-casualty)
insurance companies

Private pension funds

State and local government
employee retirement funds

Bank personal trusts and
estates

Money market mutual funds
Mutual funds
Closed-end funds

Issuers of asset-backed
securities

Finance companies

M ortgage companies

Real estate investment trusts
Security brokers and dealers

Funding corporations

Insurance companies
and pension funds

Finance not elsewhere
classified



Exhibit 6

INSTRUMENT CATEGORIESFOR RESERVES, INTERBANK CLAIMS, AND

DEPOSITS

1. Gold and official foreign exchange holdings

2. Specia drawing rights certificates and
Treasury currency

3. Lifeinsurance reserves

4. Pension fund reserves

5. Net interbank claims

6. U.S. depositsin foreign countries
7. Checkable deposits and currency
8. Time and savings deposits

9. Money market mutual fund shares

10. Federal funds and security repurchase agreements

Monetary
reserves

Insurance and
pension fund
reserves

Interbank claims

Deposits and
federal funds



wWNE

4
5.
6.
7
8

9.
10.
11.
12.

13
14

15

16

17.
18.

19.
20.
21.
22.
23.

24,

25

26.
27.
28.
29.

30

Exhibit 7

INSTRUMENT CATEGORIESFOR CREDIT MARKET INSTRUMENTS

. Open market paper
Commercial paper
Bankers acceptances

. U.S. government securities
Treasury issues
Savings bonds
Other Treasury issues
Agency issues
Securitiesissued by federal agencies
Loan participations
Securities issued by government-sponsored enterprises
Federally guaranteed mortgage pool securities

. Municipal debt securities and loans
. Corporate and foreign bonds, including private mortgage-
pool securities

. Bank loans not elsewhere classified

. Other loans

U. S. government loans

Foreign loansto U.S. nonfarm nonfinancial
corporate business

Customers' liability on acceptances outstanding

Savings institution loans to business

Policy loans on life insurance

Loans from government-sponsored enterprises

Loans to households and business held by issuers of
asset-backed securities

Finance company |oans to business

. Total mortgages

Home mortgages

Multifamily residential mortgages
Commercial mortgages

Farm mortgages

. Consumer credit

Credit market
instruments



Exhibit 8

INSTRUMENT CATEGORIESFOR EQUITY AND MISCELLANEOUSCLAIMS

1. Mutual fund shares

Equity issues
2. Corporate equities .
3. Trade credit
4. Security credit
5. Taxes payable by businesses
6. Investment in bank personal trusts and estates
Other claims

7. Proprietors’ equity in noncorporate business

8. Tota miscelaneous financial claims

9. Identified miscellaneous financial claims
10. Unidentified miscellaneous financial claims
11. Sector discrepancies

Discrepancies
12. Instrument discrepancies




Exhibit 9

TYPES OF SOURCE MATERIAL FOR U.S. FLOW OF FUNDS ACCOUNTS

1. Regulatory reports
» Banks and thrifts report to supervisory agencies
e Security brokers and dealers report to U.S. Securities and
Exchange Commission
» Didglrict Federa Reserve Banks report to Federal Reserve
Board

2. Tax reports submitted to the U.S. government
* Noncorporate and corporate business income tax returns
* Private pension funds' returns
* Nonprofit organizations' returns

3. Federal Reserve System surveys
» Lendersof consumer credit
» Finance companies assets and liabilities
» Survey of Consumer Finances

4. Datacompiled by other government agencies
 U.S Treasury
* Department of Commerce
* Department of Agriculture
» Government-sponsored enterprises
» State and local governments

5. Nongovernment statistical sources

* Trade associations
Mutual funds
Credit unions

* Rating agencies
Life insurance companies
Fire and casualty insurance companies
Public securities

o Other
Data services
Financial news services
Securities repositories



Exhibit 10

IMPORTANT SOURCE MATERIAL FOR U.S.-CHARTERED
COMMERCIAL BANKSSECTOR—TABLE F.110

Line
Sour ce material numbers Frequency Availability
. Tabulation of reports submitted to bank regulators. 3-26, 31, Quarterly  Forty-five days after
33-41, 43-44 end of quarter.
. Tabulation of reports submitted by the twelve Federal part of line Daily About one week after
Reserve banks to the Federal Reserve Board. 4,29, 30 date.
. International data compiled by the U.S. Department of 32 Monthly Six weeks after end of
the Treasury. month.
. Tabulation of reports submitted by bank holding 31, 46 Quarterly  Eight weeks after end of

companies to the Federal Reserve Board. quarter.




Exhibit 11

IMPORTANT SOURCE MATERIAL FOR FEDERAL GOVERNMENT SECTOR—TABLE F.106

Line
Sour ce material Numbers  Frequency Availability
. U.S. national income and product accounts—published by the 1-14, 19, Quarterly  Preliminary estimates available
U.S. Department of Commerce. part of line two months and final estimates
31 three months after end of quarter.
. Federal government borrowing and cash balance—published by 15,24, part  Monthly  One month after end of month.
the U.S. Department of the Treasury. of lines 31,
32, and 43
34-40, 42
. U.S. international transactions—published by the 23 Quarterly  Two and one-half months after
U.S. Department of Commerce. end of quarter.
. Tabulation of reports submitted by banks to bank regulators. 25 Quarterly  Forty-five days after end of
quarter.
. Mortgage lending data for federal government corporations. 28 Quarterly  Two to three months after end of
quarter.
. U.S. government loan data—published by the U.S. Department of 29 Quarterly  Two months after end of month.

the Treasury.




Exhibit 12

IMPORTANT SOURCE MATERIAL FOR NONFINANCIAL CORPORATIONS SECTOR—TABLE F.102

Sour ce M aterial Line Numbers | Frequency Availability

1. U.S. nationa income and product accounts-- 1-9,11, 13 Quarterly | Preliminary estimates available two months and
published by the U.S. Department of final estimates three months after end of quarter.
Commerce.

2. Tangible asset data published by the U.S. 12 Annua Eight months after end of year.
Department of Commerce.

3. Published estimates based on a survey of 17-19, 21-24, Quarterly | Two and one-half months after end of quarter.
firmstaken by U.S. Bureau of the Census. 27,51, 52

4. A compilation of assets and liabilities 17-19, Annua About two and one-half years after end of year.
estimated from a sample of corporate income 21-25, 27,51
tax reports filed with the federal government.

5. Mutual fund data published by the Investment 20, 28 Annua Five months after end of year.
Company Institute, a trade association.

6. U.S. international transactions—published 30, 48, 54 Quarterly | Two and one-half months after end of quarter.

by the U.S. Department of Commerce.




Exhibit 13

IMPORTANT SOURCE MATERIAL FOR NONFINANCIAL CORPORATIONS SECTOR—TABLE F.102

(continued)
Source M aterial Line Numbers Frequency Availability
7. Compilation of survey data on lenders of 26 Monthly Five weeks after end of month.
consumer credit taken by the Federal Reserve.
8. Datacollected by Securities Data Company, aprivate | Part of lines 37, Monthly One month after end of month.
data collection firm. 40, and 41
9. Datacollected by Standard & Poor’s Compustat Part of line 37 Quarterly Six months after end of quarter.
Services, Inc., arating agency.
10. Tabulation of reports submitted by banks and thrifts 42, 44, 47 Quarterly Forty-five days after end of
to bank and thrift regulators. quarter.
11. Datacompiled by Depository Trust Company, a 39 Monthly
securities repository. One day after end of month.
12. Compilation of survey data on finance companies 45 Quarterly
taken by the Federal Reserve. Five weeks after end of quarter.




Exhibit 14

METHODSUSED TO HANDLE SPECIAL PROBLEMS

 Seasonal adjustment.
* Only flows are adjusted.
 Seasonals recal culated once a year.
» X-11-ARIMA/88—additive adjustment from Statistics Canadais used.*

» Only inputs that test positive for seasonality are adjusted.

» Methods for handling missing data.

* When only annual data are available.
--K-L method.
--Ratio method.

» When most recent data are not available.
--Simple extrapolation.
--Judgmental and econometric methods.

» More than one source for an instrument category.

*We expect to use the X-12-ARIMA procedure in September 2001.




Exhibit 15

METHODS OF VALUATION

 Primary considerations are consistency among sectors and analytical useful ness.
» Flows are presented on a “ net funds raised” or “net funds supplied” basis.

* For levels, financial assets and liabilities are generally at book value,
with two major exceptions.
--Equities outstanding are at market value.
--Assets denominated in foreign currencies are valued at period-end
dollar exchange rate.

» Tangible assets are valued at current cost, except real estate which is at market
value.

* Recent specia issues.
--Depository holdings of securities held to maturity vs. those avail able-
for-sale.
--Appropriate methods for converting market val ue to book value.
--Problems from realized capital gains.




Exhibit 16

RECONCILIATION ACCOUNTS

» Annual stock-flow reconciliation tables are published for:
--Households and nonprofit organizations.
--Nonfarm nonfinancial corporations.

e Changesin weadlth reflect:
--Net physical investment.
--Financial investment.
--Changesin asset price level.

» Augmenting reconciliation accounts is contemplated for future publications.




Exhibit 17

BALANCING ITEMS

» Equalization of net borrowing/net lending by sector is not forced; rather, where
appropriate aresidua borrower or lender is used.

Discrepancies are calculated for most sectors and for some instrument
categories.

» Analysisof discrepancies over time has been useful for evaluating the quality of
the estimates.

» The size of discrepancies for particular sectors and for the system total
has varied substantially, but is small relative to total financial assets.




Exhibit 18
Discrepancy in the U.S. Flow of Funds Accounts*

Billions of dollars Billions of dollars

I WAVAY ]

| w”“”\/\/

1960 1964 1968 1972 1976 1980 1984 1988 1992 1996 2000

As a Percentage of Total Financial Assets Percent
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1960 1964 1968 1972 1976 1980 1984 1988 1992 1996 2000

*The difference between all sources and all uses of funds, including those in the capital accounts, as published on June 8, 2001.
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Exhibit 19

PROBLEMSPRESENTED BY GLOBALIZATION OF MARKETSAND NEW
INSTRUMENTS

» Severedatalimitations as activities expand across borders.

» Creation of new entities has led to additional sectors or expansion of
current sectors.

* New accounting rules for derivatives go into effect in year 2001.




Appendix 1 2.1, June 8, 2001

F.102 Nonfarm Nonfinancial Corporate Business
Billions of dollars; quarterly figures are seasonally adjusted annual rates

1995 1996 1997 1998 1999 2000 2000 2001
Q1 Q2 Q3 Q4 Q1

1  Profits before tax (book) 421.6  458.8 494.5 487.2 536.6 587.7 596.9 617.0 604.3 532.6 501.9 1

2 - Profit tax accruals 136.3  149.6 157.9 158.9 166.0 182.1 185.4 192.9 187.7 162.3 150.6 2

3 - Dividends 178.3  200.9 216.4 238.0 248.2 265.4 259.7 261.7 266.8 273.2 290.2 3
4+ Consumption of fixed capital 4718 504.2 539.7 574.8 621.7 666.8 649.2 660.8 672.5 684.7 697.3 4

5 =U.S. internal funds, book 578.8 6125 659.9 665.1 744.0 807.1 801.0 823.3 822.2 781.9 758.3 5

6 + Foreign earnings retained abroad 59.5 60.5 59.3 64.4 69.6 96.9 86.9 89.1 96.8 114.8 125.1 6

7  + Inventory valuation adjustment (IVA) -18.3 3.1 8.5 17.0 -9.1 -12.9 -25.0 -13.6 -4.5 -8.5 -3.5 7

8  + Net capital transfers (1) 0 0 0 0 0 0 0 0 0 0 0 8

9 =Total internal funds + IVA 619.9 676.0 727.6 746.5 804.5 891.1 862.9 898.8 914.5 888.2 879.9 9
10 Gross investment 693.1 692.6 645.5 803.2 853.1 927.1 897.1 949.5 934.5 927.2 924.3 10
11 Capital expenditures 660.4 687.7 778.6 853.6 940.2 1059.6 1002.8 1063.7 1098.9 1073.2 1008.7 11
12 Fixed investment (2) 612.2 661.8 712.9 776.9 897.1  1006.1 972.0 993.9 1034.1 1024.2 10325 12
13 Inventory change + IVA 40.1 21.0 57.0 72.6 41.4 53.0 30.8 68.6 64.1 48.5 -24.0 13
14 Access rights from federal government 8.1 4.8 8.8 4.1 17 0.6 0 1.2 0.7 0.5 0.3 14
15 Net financial investment 32.7 48 -133.1 -50.4 -87.1  -132.6  -105.7 -114.2 -164.4 -146.0 -84.4 15
16 Net acquisition of financial assets 423.6  403.3 150.3 570.6 638.4 607.6 845.8 681.4 567.7 335.3 295.5 16
17 Foreign deposits 1.6 10.5 -5.1 7.4 -2.3 0.8 -23.6 16.9 52.0 -42.1 -46.3 17
18 Checkable deposits and currency 313 36.8 30.7 14.9 74.7 70.9 107.1 88.2 455 42.7 29.5 18
19 Time and savings deposits -24.5 0.7 -7.3 -5.0 4.0 5.0 -27.1 8.5 10.4 28.2 39.9 19
20 Money market fund shares 24.8 9.9 239 36.1 33.1 50.4 9.9 3.6 79.0 109.1 138.2 20
21 Security RPs 0.3 15 0.7 -0.4 11 -0.1 3.1 -7.6 -0.9 5.1 -9.9 21
22 Commercial paper 1.3 114 4.6 33 4.3 1.6 5.4 0.4 6.8 -6.2 -35.1 22
23 U.S. government securities 9.8 -4.9 -40.8 -0.6 -2.1 2.0 18.3 19.3 2.6 -32.1 -11.0 23
24 Municipal securities -19.9 -5.8 -3.6 -1.6 -3.4 10.9 6.3 8.1 6.9 224 22.8 24
25 Mortgages 1.6 -3.6 259 -13.0 -7.0 -5.0 -5.0 -5.0 -5.0 -5.0 -5.0 25
26 Consumer credit -1.6 -7.3 1.2 -4.1 5.4 24 46.5 -8.0 -14.5 -14.7 38.6 26
27 Trade receivables 78.0 88.1 93.5 86.3 113.4 104.7 198.3 100.3 109.8 10.2 39.9 27
28 Mutual fund shares 4.6 3.3 -8.2 7.3 -1.8 -1.8 -1.8 -1.8 -1.8 -1.8 -1.8 28
29 Miscellaneous assets 316.3  262.7 34.9 439.9 419.1 365.8 508.5 458.4 276.8 219.4 95.7 29
30 U.S. direct investment abroad (3) 90.3 76.8 845 128.3 137.3 116.7 132.1 108.9 91.0 134.8 321 30
31 Insurance receivables 8.2 2.6 19 6.9 0.2 16 21 0.2 8.1 -3.9 -1.6 31
32 Equity in GSEs -0.2 -0.2 -1.1 -0.7 -0.6 0.0 -0.1 -1.5 0.3 1.2 -1.3 32
33 Investment in finance co. subs. 4.6 4.6 22 -1.4 31.0 11.3 42.6 -16.1 144 4.4 -16.1 33
34 Other 213.3 1789 -52.5 306.8 251.1 236.1 331.8 366.9 163.0 82.9 825 34
35 Net increase in liabilities 390.8 3985 283.5 621.0 725.5 740.1 951.5 795.6 732.1 481.4 379.9 35
36 Net funds raised in markets 169.2 79.6 152.0 125.0 311.3 270.7 542.0 333.3 194.6 12.7 197.9 36
37 Net new equity issues -58.3 -69.5 -1144 -267.0 -1435 -166.6 61.2 -245.2 -87.7  -394.8 -33.9 37
38 Credit market instruments 2275 149.1 266.5 392.0 454.7 437.3 480.8 578.5 282.3 407.5 231.8 38
39 Commercial paper 18.1 -0.9 13.7 244 374 48.1 29.8 110.4 56.1 -4.0  -207.2 39
40 Municipal securities (4) 3.1 3.1 4.2 5.8 5.1 1.4 1.3 0.3 0.5 33 1.2 40
41 Corporate bonds (3) 91.1 116.3 150.5 218.7 229.9 175.0 186.2 153.8 184.4 175.6 400.0 41
42 Bank loans n.e.c. 66.8 39.4 71.4 80.9 72.9 745 76.7 152.8 225 46.0 1.9 42
43 Other loans and advances 32.3 18.5 48.5 47.3 37.6 75.8 123.3 96.2 -33.7 117.4 -27.8 43
44 Savings institutions 1.2 15 1.6 2.7 3.2 4.3 5.6 3.9 5.0 2.8 4.1 44
45 Finance companies 24.0 7.1 8.1 26.1 51.9 59.4 95.6 69.6 30.2 422 -8.9 45
46 U.S. government 1.9 -1.3 -0.3 -0.1 -0.3 -0.4 -0.6 -0.4 -0.7 -0.0 0.3 46
a7 Acceptance liabilities to banks -0.8 -0.7 -2.6 -4.3 -2.2 -0.0 3.1 -0.8 -3.7 1.3 10.1 a7
48 Rest of the world 0.0 3.9 17.3 -1.0 -22.7 -2.2 -11.6 26.1 -51.3 27.9 -30.1 48
49 ABS issuers 5.9 8.1 244 23.8 7.7 14.7 31.3 -2.3 -13.2 43.2 -3.2 49
50 Mortgages 16.1  -27.2 -21.8 15.0 71.9 62.5 63.4 65.0 52.5 69.2 63.7 50
51 Trade payables 81.0 49.5 65.1 57.6 144.4 90.4 151.2 48.2 122.1 40.3 24.8 51
52 Taxes payable -0.0 9.6 9.3 4.8 7.0 7.3 14.2 23.1 -22.4 14.1 189 52
53 Miscellaneous liabilities 140.7 259.8 57.0 4335 262.8 371.8 244.0 391.0 437.8 414.2 138.3 53
54 Foreign direct investment in U.S. 53.6 72.0 101.4 153.6 240.0 210.4 70.9 344.2 180.3 246.2 67.4 54
55 Pension fund contributions payable 4.1 4.1 7.1 1.9 1.0 1.0 1.0 1.0 1.0 1.0 1.0 55
56 Other 83.1 1837 -51.5 278.0 21.9 160.4 172.1 45.8 256.5 167.0 69.9 56
57  Discrepancy -73.2  -16.6 82.1 -56.7 -48.6 -36.0 -34.2 -50.7 -20.0 -39.0 -44.3 57

Memo:
58  Financing gap (5) 99.9 72.2 110.3 171.5 205.3 265.5 226.8 254.0 281.2 299.8 253.9 58

(1) Table F.9, line 6.

(2) Nonresidential fixed investment plus residential fixed investment, shown in table F.6, lines 10 and 16 respectively.

(3) Through 1992:Q4, corporate bonds include net issues by Netherlands Antillean financial subsidiaries, and U.S. direat imvextd excludes net inflows from those bond issues.
(4) Industrial revenue bonds. Issued by state and local governments to finance private investment and secured in jimtecgsldndthe industrial user of the funds.

(5) Capital expenditures (line 11) less the sum of U.S. internal funds (line 5) and inventory valuation adjustment (line 7).



Appendix 2

Z.1, June 8, 2001

L.102 Nonfarm Nonfinancial Corporate Business
Billions of dollars; amounts outstanding end of period, not seasonally adjusted

1994 1995 1996 1997 1998 1999 2000 - 2001~
Q1 Q2 Q3 Q4 Q1

1 Total financial assets 4479.4  4960.9 5460.1 5806.7 6545.4 7379.7 7593.6 7797.5 7945.5 8041.2 8092.6 1

2 Foreign deposits 14.0 15.6 26.1 21.0 28.4 26.1 20.2 244 374 26.9 15.3 2

3 Checkable deposits and currency 221.6 252.9 289.8 320.5 335.4 410.1 415.1 455.1 468.0 481.0 466.6 3

4 Time and savings deposits 67.5 429 43.6 36.3 31.3 35.3 28.5 30.6 33.2 40.3 50.2 4

5 Money market fund shares 52.2 77.0 86.9 110.7 146.9 179.9 182.4 183.3 203.0 230.3 264.9 5

6 Security RPs 2.2 2.4 3.9 4.6 4.2 5.3 6.1 4.2 4.0 52 2.8 6

7 Commercial paper 18.8 20.1 315 36.1 39.4 43.7 39.6 38.9 42.3 45.3 30.8 7

8 U.S. government securities 70.7 80.5 75.6 348 34.2 321 36.7 41.5 42.1 34.1 31.4 8

9 Municipal securities 56.7 36.8 31.0 274 25.7 22.3 23.9 259 27.7 33.3 38.9 9
10 Mortgages 56.4 57.9 54.4 80.2 67.3 60.3 59.0 57.8 56.5 55.3 54.0 10
11 Consumer credit 86.6 85.1 71.7 78.9 74.9 80.3 72.9 735 72.1 82.7 71.8 11
12 Trade receivables 1107.0 11849 1273.1 1366.6 1452.9 1566.3 1638.9 1688.1 1723.4 1670.9 1705.1 12
13 Mutual fund shares 31.1 45.7 59.9 69.1 91.0 113.9 117.5 111.4 111.0 98.8 85.9 13
14 Miscellaneous assets 2694.7 3059.0 3406.7 3620.4 4213.8 4804.0 4952.8 5062.6 5124.8 5237.1 5274.9 14
15 U.S. direct investment abroad (1) 685.6 778.7 863.2 923.8 1047.8 1159.8 1195.2 1224.7 1249.2 1276.5 1286.1 15
16 Insurance receivables 175.4 183.6 186.2 188.1 195.0 195.2 195.7 195.7 197.7 196.8 196.4 16
17 Equity in GSEs 2.0 1.8 1.6 0.5 -0.2 -0.8 -0.8 -1.2 -1.1 -0.8 -6.5 17
18 Investment in finance company subs. 20.9 25.5 30.2 32.3 30.9 61.9 72.6 68.6 721 73.2 69.2 18
19 Other 18109 2069.4 2325.6 2475.7 2940.4 3387.9 3490.2 3574.9 3606.7 3691.3 3729.7 19
20 Total liabilities 5627.4 6009.5 6378.6 6628.8 7232.6 7920.1 8140.2 8308.9 8482.3 8599.6 8686.6 20
21 Credit market instruments 2685.0 29125 3095.3 3359.9 3751.9 4241.0 4392.5 4544.7 4603.7 4678.3 4771.4 21
22 Commercial paper 139.2 157.4 156.4 168.6 193.0 230.3 260.8 296.8 307.0 278.4 253.2 22
23 Municipal securities (2) 131.7 134.8 137.9 142.0 147.8 152.8 153.3 153.4 153.9 154.2 154.7 23
24 Corporate bonds (1) 1253.0 1344.1 14604 1610.9 1829.6 2059.5 2106.0 21445 2190.6 2234.5 2334.5 24
25 Bank loans n.e.c. 521.0 587.7 627.2 698.1 778.9 851.8 872.8 910.3 914.8 926.3 928.6 25
26 Other loans and advances 421.4 453.7 472.2 520.6 567.9 605.5 642.8 664.7 651.3 681.3 681.0 26
27 Savings institutions 5.1 6.4 7.9 9.4 12.1 15.3 16.7 17.7 19.0 19.7 20.7 27
28 Finance companies 247.4 271.4 278.5 286.7 312.8 364.6 391.1 408.7 410.2 424.0 424.6 28
29 Federal government 8.0 10.0 8.7 8.4 8.3 8.0 79 7.7 7.6 7.6 7.6 29
30 Acceptance liabilities to banks 15.0 14.2 13.4 10.8 6.6 4.4 4.9 4.9 4.6 4.3 6.6 30
31 Rest of the world 122.1 122.1 126.0 143.3 142.3 119.5 120.8 124.8 112.4 117.3 113.9 31
32 ABS issuers 23.7 29.6 37.7 62.1 85.9 93.6 101.5 100.9 97.6 108.4 107.6 32
33 Mortgages 218.7 234.8 241.3 219.8 234.8 341.1 356.8 375.0 386.0 403.6 419.5 33
34 Trade payables 796.5 877.5 927.0 992.1 1049.7 1194.1 1206.1 1216.3 1253.0 1284.5 1265.5 34
35 Taxes payable 40.3 40.3 49.9 59.2 64.1 71.0 82.3 79.6 79.6 78.3 90.7 35
36 Miscellaneous liabilities 21055 2179.2 2306.4 22175 2366.9 2414.0 2459.3 2468.3 2545.9 2558.4 2559.0 36
37 Foreign direct investment in U.S. 592.2 641.1 696.3 752.9 823.9 992.6 1016.7 1110.2 1161.7 1203.0 1228.9 37
38 Pension fund contributions payable 78.3 824 86.4 93.5 95.4 96.4 96.7 96.9 97.2 97.4 97.7 38
39 Other 1435.0 14557 1523.7 13711 1447.6 1324.9 1346.0 1261.1 1286.9 1258.0 1232.4 39

Memo:
40 Trade receivables net of payables 3104 307.4 346.1 3745 403.2 372.2 432.8 471.8 470.3 386.4 439.6 40
41 Market value of equities 48119 64350 7618.6 96742 11521.8 15030.3 15598.4 147235 142009 12201.3 10564.6 41
42 Securities and mortgages 1603.4 17137 18395 1972.6 2212.1 2553.4 2616.0 2672.9 2730.5 2792.3 2908.6 42
43  Loans and short-term paper 1081.6 1198.8 1255.8 1387.3 1539.8 1687.7 1776.4 1871.8 1873.2 1886.1 1862.7 43
44 Total short-term liabilities (3) 19184 2116.6 2232.6 2438.6 2653.5 2952.8 3064.8 3167.7 3205.9 3248.9 3219.0 44
45  Total liquid assets (4) 534.7 574.0 648.3 660.6 736.5 868.8 869.9 915.4 968.7 995.3 986.9 45
Analytical measures (percent)

46  Long-term debt/credit market debt 59.7 58.8 59.4 58.7 59.0 60.2 59.6 58.8 59.3 59.7 61.0 46
47  Short-term debt/credit market debt 40.3 41.2 40.6 41.3 41.0 39.8 40.4 41.2 40.7 40.3 39.0 47
48  Liquid assets/short-term liabilities 27.9 27.1 29.0 27.1 27.8 29.4 28.4 28.9 30.2 30.6 30.7 48

(1) Through 1992:Q4, corporate bonds include net issues by Netherlands Antillean financial subsidiaries, and U.S. direat imvextd excludes net inflows from those bond issues.
(2) Industrial revenue bonds. Issued by state and local governments to finance private investment and secured in jimtecgsldndthe industrial user of the funds.
(3) Loans (except mortgages), short-term paper, taxes payable, and trade payables. Includes loans due in more thash exsudes emrent maturities of bonds and mortgages.

(4) Sum of lines 2 through 9, plus line 13.
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Appendix 3 - Flow of Funds Matrix for 1999
(Billions of dollars; All Sectors -- Flows)

Memo:
Households State Domestic Instrument National
and Nonprofit Nonfinancial and Local Federal Nonfinancial Rest of Financial All Discrep- Saving and
Organizations Business Governments Government Sectors the World Sector Sectorfs ancy Investment
8] S U S U S S U S U U S U S U
(€} @) 3 4 ®) 6) (] (®) 9 (10) (11) (13) (14 (15) (16) 17 (18)
1 Gross saving and net cap. transfers - 10p2.1 - 64.9 - 196.8 - 210.3 - 2394.1 - 3125 - 78.3 - 2784.9 - 2472.4
2 Capital consumption - 677.1 - 724.3 - 106.8 - 92.8 - 1601.0 - - - 89.5 - 1690.5 - 1690.5
3 Net saving (1 less 2) - 381.2 - 240.6 - 90.0 - 117.5 - 829.3 - 3125 - -11.2 - 1094.4 - 781.9
4 Gross investment (5 plus 11) 1082.5 - 1013.5 - 216.9 - 206.8 - 2519.7 - 319.9 - 157.7 - 2997.3 - -212.4 2398.4
5 Capital expenditures 1168.0 - 1126.8 - 210.9 - 96.1 - 2601.8 - - - 116.4 - 2718.2 - 66.7 2718.2
6 Consumer durables 759.4 - - - - - - - 759.4 - - - - - 761.3 - - 761.3
7 Residential 344.8 - 57.4 - - - - - 402.2 - - - 1.6 - 403.8 - - 403.8
8 Nonresidential 63.9 - 1024.4 - 210.9 - 97.9 - 1397.0 - - - 114.8 - 1511.8 - - 1511.8
9 Inventory change - -- 43.3 - - - - - 43.3 - - - - - 43.3 - - 43.3
10 Access rights from fed. govt. -- - 1.7 -- - -- -1.7 - 0.0 -- -- - -- -- - -- -- --
11 Net financial investment -85.5 - -113.4 - 6.1 - 110.7 - -82.1 - 319.9 - 41.3 - 279.1 - -279.1 -319.9
12 Financial uses 531.3 - 715.8 - 87.5 - 77.3 - 1411.9 - 723.0 - 2535.5 - 4670.4 - -279.1 403.1
13 Financial sources - 616.7 - 829.2 - 81.4 - 33.3 - 1494.0 - 403.1 - p494.2 - 4391.3 - 723.0
14 Gold and off. fgn. exchange -- - -- -- - -- 7.1 - -7.1 -- -0.0 -8.7 -1.6 - -8.7 -8.7 -- -
15 SDR certificates - F- - - - -- - -8.0 - -3.0 - - -3.0 - -3.0 -3.0 - -
16 Treasury currency - - - - - - - 1.0 - 1.0 - - 1.7 - 1.7 1.0 -0.7 -
17 Foreign deposits 5.2 -- -2.3 - -- -- -- - 2.9 -- - B6.5 12.2 - 15.2 86.5 713 -
18 Interbank claims - F- - - - - - -- - - -6.5 - 20.5 17.6 14.0 17.6 35 -
19 Checkable dep. and currency -65.3 - 82.9 -- 3.9 - 66.2 - 87.7 -- 40.0 -- 32.0 151.4 159.6 151.4 -8.2 --
20 Time and savings deposits 109.7 - 16.0 - 10.9 -- 0.7 - 137.3 -- 15.0 -- 23.0 175.3 175.3 175.3 -- --
21 Money market fund shares 1241 - 33.5 -- -- -- - -- 157.6 - -- -- 915 249.1 249.1 249.1 - --
22 Fed. funds and security RPs - - 11 - 5.0 - - - 6.1 - 14.8 - 118.9 169.7 139.8 169.7 29.9 -
23 Credit market instruments 189.4 532.4 -1.3 5[75.3 434 52.3 5.8 -71.2 237.3 1088.8 210.6 25.3 1743.4 1077.2 2191.3 2191.3 - -
24 Open market paper 2.0 - 4.3 7.4 1.9 - - - 8.2 37.4 -13.1 16.3 234.7 176.2 229.9 229.9 - -
25 Treasury securities -31.5 - -34 - -25 - - -r1.0 -37.5 +71.0 -8.3 - -25.2 - -71.0 -71.0 - -
26 Federal agency securities 142.5 - 1.9 -- 28.5 - 0.0 -0.2 1729 -0.2 94.1 -- 324.8 592.0 591.7 591.7 -- -
27 Municipal securities 425 10.4 -3.4 5.1 -1.5 52.7 - - 37.6 68.2 - - 30.6 - 68.2 68.2 - -
28 Corporate and fgn. bonds 34.2 - - 229.9 12.6 - - - 46.8 229.9 160.6 14.2 247.8 211.1 455.2 455.2 - -
29 Bank loans n.e.c. - 7.2 - 90.0 - - - - - 82.7 - 0.5 68.9 -14.3 68.9 68.9 - -
30 Other loans and advances - 14.6 - 6.3 - -0.4 5.9 - 5.9 60.6 -22.7 -5.7 178.8 107.1 162.0 162.0 - -
31 Mortgages -0.3 420.2 -6.0 166.6 4.3 - -0.1 0.0 -2.1 586.9 - - 594.0 5.1 592.0 592.0 - -
32 Consumer credit - 94.4 5.4 - - - -- - 5.4 D4.4 - -- 89.0 - 94.4 94.4 - -
33 Corporate equities -272.0 - - -1435 35 - - - -268.5 -143.5 98.1 114.4 143.7 2.4 -26.7 -26.7 - -
34 Mutual fund shares 164.1 - -1.8 - 4.3 - - - 166.6 - - - 21.8 (188.3 188.3 188.3 - -
35 Trade credit - 7.1 130.0 154.6 - 9.1 4.6 0.3 134.6 191.0 -7.9 4.3 23.1 11.9 149.8 207.3 57.5 -
36 Security credit 47.2 75.2 - - - - - - 47.2 75.2 0.0 0.0 57.1 29.1 104.3 104.3 - -
37 Life insurance reserves 50.8 - -- - - - - 14 50.8 14 -- - - 49.4 50.8 50.8 - -
38 Pension fund reserves 184.5 -- - - - - - 411 184.5 41.1 - - - 143.4 184.5 184.5 -- -
39 Taxes payable - - - 9.1 4.4 - 8.1 - 125 9.1 - - - 7.0 125 16.1 3.6 -
40 Inv. in bank personal trusts -7.1 -- -- - - -- -- - -7.1 -- - - -- -7.1 -7.1 -7.1 -- -
41 Equity in noncorp. business -10.8 -- -- -32.9 - - -- -- -10.8 32.9 -- - -- 221 -10.8 -10.8 -- --
42 Miscellaneous 11.6 .1 457.7 266.6 12.1 - -0.9 -2.9 480.4 265.8 359.0 181.3 251.1 207.4 1090.5 654.6 -436.0 --
43 Sector discrepancies (1 less 4) -60.4 -- -48.6 - -20.1 - 35 -- -125.6 -- -7.4 - -79.4 -- -212.4 - -212.4 74.1
=

General notes: U = use of funds; S = source of funds. Domestic nonfinancial sectors (columns 9 and 10) are househotdfitasrdartizptions, nonfinancial business, state and local governments, and federal government.
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