Appendixes

Appendix A

Improvements Introduced Before June 2014

A.1l. In 2009, BEA started introducing changes related to the new international
guidelines as part of an ongoing effort to modernize and enhance the interna-
tional economic accounts. Improvements were limited to those that could be in-
troduced without also making changes to the presentation of the accounts. This
appendix provides a summary of significant changes that were introduced be-
tween 2009 and 2013. The additional changes in definitions, classifications, and
methodology that were introduced in June 2014 as part of the comprehensive re-
structuring of the accounts were described in the March 2014 Survey oF CURRENT
BusINEss.

A.2. Introduced quarterly International Investment Position (lIP) Accounts.
One of the most significant improvements was the introduction in March 2013 of
quarterly IIP statistics. While not a direct result of the new international guide-
lines, this change responded to a request from the International Monetary Fund
(IMF) for more countries to compile quarterly IIP statistics as an economic moni-
toring tool in the wake of the global financial crisis. Previously, BEA had released
only annual IIP statistics each June. The new quarterly IIP statistics complement
the annual statistics by providing more frequent and timely information on the
U.S. external position. These statistics also satisfy the new statistical guidelines
from the IMF Executive Board, which prescribe quarterly IIP reporting for mem-
bers that participate in its Special Data Dissemination Standard. BEA’s quarterly
IIP accounts provide only position statistics, unlike BEA’s more detailed annual IIP
accounts, which include transactions and detailed valuation adjustments.

A.3. Reclassified cruise fares from passenger fares to travel. BPM6 recom-
mends that cruise fares be classified as travel because they cover onboard expen-
ditures for goods and services similar to expenditures related to land travel, such
as accommodations, meals, and entertainment. In the June 2011 annual revision,
beginning with statistics for 1999, cruise fares were excluded from passenger
fares and were included in travel. Passenger fares were presented separately un-
der services in the previous presentation of the ITAs but are included as part of
transport under services in the new presentation.

A.4. Reclassified distribution rights for film and television from “other” pri-
vate services to royalties and license fees. BPM6 recommends that transactions
related to the rights to distribute film and television recordings be classified in
the same category as other intellectual property products. Charges for the right
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to distribute film and television recordings had been classified in “other” private
services along with other audiovisual services, such as those related to the pro-
duction of motion pictures and radio and television programs. In the June 2011
annual revision, beginning with statistics for 1999, the distribution rights related
to film and television recordings were classified under royalties and license fees,
now charges for the use of intellectual property n.i.e. in the new presentation.
This change aligned the treatment of these charges with the classification of
other intellectual property.

A.5. Recorded income on holdings of special drawing rights (SDRs) on a gross
basis. BPM6 recommends that interest receipts and payments associated with
U.S. holdings and allocations of SDRs be recorded on a gross basis. In the ITAs,
such income flows were included in the “U.S. government receipts” account on a
net basis; that is, the recorded amount equaled interest receipts on SDR holdings
net of interest payments on SDR allocations. In the June 2011 annual revision, be-
ginning with statistics for 2003, interest receipts were recorded as portfolio in-
vestment receipts, and interest payments were recorded as portfolio investment
payments.

A.6. Reclassified transactions in goods and services. International guidelines
recommend separating goods and services transactions to the extent possible
given the nature of the source data used to compile the accounts. Previously, sev-
eral categories in the International Transactions Accounts (ITAs) commingled
goods and services. A clearer separation of goods and services more closely
aligns BEA’s goods and services statistics with international economic accounting
concepts and improves the comparability of statistics for trade and domestic pro-
duction. As part of the June 2010 annual revision, BEA reclassified certain exports
and imports of military-related goods from services to goods. In addition, BEA re-
classified goods procured by air and ocean carriers in foreign ports from services
to goods.

A.7. Recorded permanent debt between selected affiliated financial inter-
mediaries as “other investment” rather than as direct investment. In general,
under BPM5 debt between affiliated entities (intercompany debt) had been clas-
sified as direct investment. However, BPM6 recognizes that debt transactions be-
tween selected affiliated financial intermediaries are more strongly related to
their role as intermediaries than to a direct investment relationship. BPM5 rec-
ommended that only permanent debt between these entities should be classi-
fied as direct investment; permanent debt was defined as debt that represents a
lasting interest. Nonpermanent debt between these entities was classified as
other investment. BPM6 removed the exception and excluded from direct invest-
ment all debt transactions (permanent and nonpermanent) between affiliated fi-
nancial intermediaries. In the June 2010 annual revision, beginning with statistics
for the first quarter of 2007, permanent debt between selected affiliated finan-
cial intermediaries was excluded from direct investment and recorded as “other
investment.”

A.8. Excluded migrants’ transfers from the capital account. Migrants’ trans-

fers, a measure of the net worth of individuals who immigrate or emigrate during
the period, do not involve a change in ownership, and international guidelines no
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longer treat these transfers as international transactions. In the June 2010 annual
revision, migrants’ transfers were removed from the capital account. This change
more clearly focused the ITAs on transactions involving change in ownership. Mi-
grants’ investments in their country of origin continue to be recorded in the IIP
accounts when migration changes the status of these investments from domestic
to international, but they enter the position as “other changes” in valuation
rather than as financial flows.

A.9. Recorded allocations of SDRs as transactions. BEA implemented the new
treatment of allocations of SDRs recommended by BPM6 with the December
2009 release of the ITAs for the third quarter of 2009. SDRs allocated to the
United States by the IMF were included in “U.S. official reserve assets,” and the
related increases in the liabilities of the U.S. government were included in
“other” U.S. government liabilities, a component of “other investment” in the
new presentation. Prior to this change, BEA followed the recommendation of
BPM5 and excluded SDR allocations from international transactions. To complete
the implementation of BPM6 recommendations on the treatment of SDR alloca-
tions, BEA revised the IIP accounts by adding the U.S. reserve-related liabilities
resulting from the allocations to the “other” U.S. government liabilities compo-
nent. In addition, the allocations now enter the IIP accounts as financial transac-
tions, following the BPM6 recommendations; previously, they entered the
position as “other changes” in value.

A.10. Reclassified certain disaster-related insurance settlements from the
current account to the capital account. This change was introduced in the June
2009 annual revision, and a parallel change was introduced in the comprehensive
revision of the national income and product accounts in July 2009. Insurance set-
tlements received in connection with major disasters, which are treated as trans-
fers, were removed from “private remittances and other transfers” in the current
account and recorded as capital transfers in the capital account. This new treat-
ment, which corresponds with recommendations in BPM6 and SNA 2008, ac-
knowledges the capital nature of disaster-related losses and removes from the
current account volatility not related to current production and income.
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