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the BUSINESS SITUATION

CROSSCURRENTS in  business
activity continue to dominate the
economic scene. Final demand is ad-
vancing at a fairly good pace, mainly
under the influence of increasing
Government purchases. However, the
rise in consumer expenditures for goods
is being held down by decreasing
automobile sales, and the rate of
business fixed investment appears to
be little different from the fourth
quarter pace. Because of the over-
hang of stocks at the start of the year,
businessmen have been attempting to
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reduce their inventory investment, and
this process is exerting a major
dampening influence on the rise in
overall production. So far, employ-
ment is holding up quite well, and un-
employment has remained low because
employment in service industries and
government has continued to increase
and because most of the cutbacks in
production, which have been concen-
trated in manufacturing, have been at
the expense of weekly hours of work.

Business investment as a whole is
likely to limit the gains in activity in
the near term, to judge from the most
recent reports of business anticipations.
The plant and equipment survey (pp.
8-13) indicates that the extended rise
in outlays that began in 1961 is coming
to a halt in the first half of 1967; a
modest recovery after midyear has been
projected. The inventory survey (pp.
6-7) points to a slackening rate of
inventory investment by manufacturers
in the first and second quarters after
the unusually large accumulation in the
closing quarter of 1966.

Payrolls up slightly

Personal income rose $2% billion in
February to a seasonally adjusted
annual rate of $610 billion. The most
significant development during the
month was the small advance in wage
and salary disbursements, which in-
creased only $% billion after a $3%
billion rise in January and an average
monthly gain of more than $2% billion
in the fourth quarter. Government
payrolls continued to expand at the
same rapid rate as in other recent
months, but private payrolls declined
for the first time in almost 2 years.

Most of the drop in private payrolls
occurred in manufacturing, where the
total declined $1 billion; in general,
private nonmanufacturing industries
reported small increases.

Apart from payrolls, there was a $1
billion increase in transfer payments,
about in line with the trend over the
past several months. Except for farm
proprietors’ income, which fell to its
lowest point since early 1965 because
of declining farm prices, other types of
personal income rose over the month.

Employment up, weekly hours down

The small rise in payrolls reflected a
moderate advance in employment,
further increases in hourly rates of
pay, and a sharp reduction in weekly
hours of work.

Seasonally adjusted employment at
nonagricultural establishments rose by
125,000 persons from January to Feb-
ruary; this represents a marked slowing
from the average monthly employment
increases of 300,000 persons during the
fourth quarter of 1966 and in the first
month of this year. About two-
thirds of the February increase was
in government; the balance was in
private industry, mainly construction
and services.

Manufacturing employment declined
by 65,000 persons in February to its
lowest level since last October. Among
the durables, the metals, machinery,
and transportation equipment indus-
tries all reported smaller employment
totals than in January; the major part
of the reduction in nondurables oc-
curred in textile and apparel plants.

Seasonally adjusted weekly hours of
work in manufacturing were cut se-
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verely last month, from 41.0 in January
to 40.3 in February, the lowest figure in
more than 3 years. Weekly hours were
also reduced in mining, construction,
and trade.

Industrial preduction lower

Industrial production declined again
in February as auto assemblies were cut
back sharply and as production in most
other industries decreased. After sea-
sonal adjustment, the Federal Reserve
index fell 1% percent from January,
bringing the decrease since December
to 2 percent.

Declines in output were more wide-
spread from January to February than
from December to January. There
were noticeable reductions in output of
all of the metal-fabricating industries
and a further cutback in nondurable
goods industries. The output of iron
and steel leveled off after a 6-month
decline.

February production of new cars was
about 15 percent below January, after

Corporate Profits After Tax Related to

SURVEY OF CURRENT BUSINESS

seasonal adjustment, and for the 2
months combined, output was nearly
one-fourth under the October-Decem-
ber level. The decrease in production
reflects mainly the sluggish pace of
retail sales, although winter storms and
a temporary work stoppage in some
General Motors plants contributed to
the drop. Dealer deliveries of U.S.-
built cars declined in February to a
seasonally adjusted annual rate of less
than 7 million units—about 1 million
below the January rate and almost 1%
million below the rate in the fourth
quarter of 1966. Sales in the first 10
days of March showed no improvement
over the February rate.

Credit easier

The Federal Reserve System con-
tinued to loosen the strings of monetary
restraint during February and, as the
month closed, took steps in the direc-
tion of a further easing in credit policy.
Through open-market operations, the
System increased its holdings of U.S.

CHART 2
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Government securities and supplied a
substantial volume of funds to money
and credit markets. Moreover, on
February 28, the Board of Governors
announced a reduction in reserve re-
quirements, from 4 to 3 percent, against
savings deposits and the first $5 million
of other time deposits at each member
bank. Although this change did not
affect the 6-percent requirement against
time deposits in excess of $5 million, it
did free some $850 million of reserves,
which can be used to support a further
expansion in bank credit and deposits.

Reflecting an easier stance in mone-
tary policy, seasonally adjusted total
reserves—the base of money and credit
expansion—rose $280 million. This fol-
lowed a $330 million rise in total re-
serves in January. Member bank bor-
rowing declined slightly, continuing a
5-month downward trend. Free re-
serves, the difference between member
bank borrowing and excess reserves,
also showed little change from January
and remained just short of turning
positive.

Time deposits at all commercial
banks surged $2.7 billion in February to
exceed January’s record increase of $2.5
billion. This helped support a $1.7
billion seasonally adjusted increase in
bank credit. Some softening appeared
in loan demand as seasonally adjusted
business loans at large commercial
banks showed little net change and total
loans at all commercial banks declined
$0.6 billion. Investments were up as
commercial banks added $1.1 billion to
their holdings of U.S. Government se-
curities and $1.2 billion to their holdings
of ‘“‘other securities.”’

Financing costs, after declining in
January rose again in February. How-
ever, toward the month’s end, the rise
in most rates tapered off and fell
sharply during the first half of March.
This recent easing in rates has occurred
despite the heaviest March bond calen-
dar on record.

Fourth quarter corporate profits

Corporate profits, as measured for
national income purposes, were at a
record seasonally adjusted annual rate
of almost $82 billion in the fourth
quarter of 1966, up $2% billion from the

(Continued on page 7)



March 1967 SURVEY OF CURRENT BUSINESS 3
1965 1966 1965 ' 1966
1964 | 1965 | 1966 III v I II III v 1964 | 1965 | 1966 11T v l I II III v
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of current dollars Billions of 1958 dollars
Table 1.—Gross National Product in Current and Constant Dollars (1.1, 1.2)
Gross nationalproduct. .. _____._____________ 631.7 | 681.2 | 739.6 | 686.5 | 704.4 | 721.2 | 732,83 | 745.3 | 759.3 | 580.0 | 614.4 | 647.8 | 618.2 | 631.2 | 640.5 | 643.5 | 649.9 | 657.2
Personal consumption expenditures_ . __.___.._____ 401.4 | 431.5 | 464.9 | 435.0 | 445.2 | 455.6 | 460.1 | 469.9 | 474.1 | 373.8 | 396.2 | 415.5 | 398.9 | 406.5 | 412.8 | 412,2 | 418.3 | 418,5
Durablegoods____..._.___ ... 70.3 1 67.1| 70.2| 69.6] 59.1 | 66.4! 70.7| 67.2 | 69.2 | 72.2| 68.5| 7.6 70.6
Nondurable goods 2019 | 205.6 | 208.1 | 209.2 | 170.5 | 178.2 | 186.0 | 178.5 | 182.5 | 184.1 | 185.8 | 187.1 | 187.1
SerVICeS . e 183.4 | 187.4 | 191.5 | 195.3 | 144.2 | 151.6 | 158.7 | 153.1 | 154.8 | 156.5 | 157.9 | 159.6 160.8
Gross private domestic investment_..______________ 93.0 | 106.6 | 117.0 | 106.7 | 111.9 | 114.5 | 118,5 | 115,0 | 120.0 | 86.5 | 97.8 | 104,7 | 97.9 | 102.2 | 103.5 | 106,3 | 102,5 | 106.4
Fixed investment._...________________.__________ 88.3 | 97.5 | 105.1 | 98.0 | 101.5 | 105.6 | 106.2 { 105.1 | 103.5 | 8L.9 [ 89.0 | 93.6 | 89.4| 9.9 950 94.7 | 93.5 91.2
Nonresidential _.____. ] 60.7| 69.7| 79.3| 70.2{ 73.9| V7.0 78.2| 80.3( 81.6| 57.4|:64.9| 721 655| 6841 70.8, 7L3| 73.0 73.3
Structures.._ ... -] 2.0 24.9| 27.8| 244 26.8| 285 279 27.7| 27.3|] 18.9| 2.7} 234 2.3 | 23.2! 243 | 23.6 | 23.2 22.7
Producers’ durable equipment._ - ] 39.7! 44.8| 51,4 458 | 47.1| 485! 50.3 | 52.6 | 54.4] 385 | 43.2| 48.7 | 44.2 | 452 46.4 | 47.7 ) 49.8 50.7
Residential structures 4 276 27.8| 25.8| 27.8| 27.6 | 28.6 | 28.0| 24.8) 21.9| 24.6 | 24.1| 21..5]| 23.9| 23.5| 24.3 | 23.4 20.5 17.9
onfarm..___________ -] 27,0 2.2 ) 253) 273 27.0 | 28.0| 27.4) 24.3| 21.3] 240 23.6| 21.0| 23.4) 23.0| 23.8| 229 | 20.0 17.4
_______________________________________ .6 .6 .6 .5 .5 .5 .6 .6 .6 .5 .5 .5 .5 .5 .5 .5 .5 .5
Change in business inventories_._______.____..__ 4.7 9.1 1L9 8.7 10.4 89| 12.3 9.9 | 16.4 4.6 8.81 1.1 8.5| 10.2 8.5 1L6 9.1 15,2
Nonfarm. ..o 5.3 8.1 12.2 7.2 9.0 85| 121 10.4 | 17.6 5.2 8.0 11.4 7.1 8.9 8.0 114 0.6 16.4
B o 11 S —.6 97 —.3 L5 1.4 .5 2| —-5|-12] —.6 9 —.3 1.4 1.3 .4 .2 -5 —1.2
Net exporis of goods and services. ._____._.________ 8.5 7.0 4,8 7.1 6.1 6.0 4.7 4,2 4,1 8.5 6.3 4,7 6.4 6.0 5.9 4,6 4,2 4,1
Exports. . 370 ) 39.0| 427 40.1| 40.3 | 4.7 | 419! 43.4| 43.6| 36.4| 37.3 ] 41.1] 384 38.7] 40.1| 40.3| 418 42.0
Imports. ... 28,5 320 379 33.0| 34.2| 356 37.3) 39.2| 39.5] 28.0) 310 36.4| 319 | 32.8| 34.2| 358 37.6 37.9
Government purchases of goods and services._...__ 128.9 | 136.2 | 153.0 | 137.7 | 141.2 | 145.0 | 149,0 | 156,2 | 161.1 | 111.3 | 114.1 | 123.2 | 115.0 | 116.6 | 118.3 | 120.4 | 124,9 | 128,3
Federal ... 65.2 | 66. 76.9| 67.5| 69.8] 71.9| 740 79.0| 8.7 | 57.8| 57.8| 640 58.3 | 59.3 | 60.4 | 619 655 67.6
National defense_.___.____________________ ____ 50.0 | 50.1| 60.0| 50.7 | 52.5| 64.6 | 57.1| 62.0 . - -
L O 15.2 | 16.7 | 16.9| 16.8 17.3 | 17.4{ 16.9 17.0
Stateandloeal__________________________________ 63.7| 69.4 76.2| 70.2| 714 71| 750| 77.2
Addendum: Implicit price deflator for seasonally
adjusted GNP, 1958=100_______._.__.________.__ 108.9 | 110.9 | 114,2 | 111.0 | 111.6 | 112.6 | 113,8 | 114,7 | 115,85 |- | oo |omu oo e e e e

Table 2.—Gross National Product by Major Type of Product in Current and Constant Dollars (1.3, 1.5)

Gross national produet._._________._________ 631,7 | 681,2 | 739.6 | 686.5 | 704.4 | 721.2 | 732.3 | 745.3 | 759.3 | 580,0 | 614.4 | 647.8 | 618.2 | 631.2 | 640.5 | 643.5 | 649.9 | 657.2
Finalsales. . . ccucoooon oo 627.0 | 672.1 | 727.7 677‘. 8| 694.0 | 712.3 | 720.0 | 735.4 | 742.9 | 575.4 | 605.6 | 636.7 | 609.7 | 621.0 | 632.0 | 631.9 | 640.8 | 642.0
Change in business inventories...__..._.____... 4.7 9.1{ 1.9 8.7| 104 89| 12,3 9.9 16.4 4.6 8.8} 1.1 8.5 10.2 8.5 116 9.1 15.2

Goodsoutput_________________________________ ... 318,2 | 344,7 | 377.2 | 347.5 | 358.8 | 366,0 | 371.6 | 379.6 | 390,7 ] 307.2 | 328.5 | 351.5 | 330,9 | 341,0 | 344.7 | 346,7 | 352.8 | 360,9
Finalsales_ ... .. . _..._._________ 313.6 | 335.7 | 365.3 | 338.8 | 348.4 | 357.0 | 350.3 | 369.7 | 374.2 | 302.6 | 319.7 | 340.4 | 322.4 | 330.7 | 336.2 | 335.1 | 343.7 | 345.7
Change in business inventories. _.....__.___.._. 4.7 9.1 119 8.7 10.4 8.9 123 9.9 16.4 4.6 8.8 1L1 8.5 10.2 8.5} 11.6 9.1 15.2

Dm:able 800dS. ... 1255 ( 138.5 1 154.9 | 141.0 ( 142.6 | 147.6 ( 149.6 | 158.1 | 163.6 | 123.1 | 135.5 | 150.8 | 138.3 | 140.3 | 145.4 | 146.0 | 153.7 157. 4
Final sales.... ... 122.2 ( 132.2 | 145.9 1 134.3 | 137.9 | 141.8 | 140.6 | 148.7 | 151.7 | 119.9 | 129.4 | 142.4 | 131.8 | 135.7 | 139.9 | 137.6 | 145.1 146. 5
Change in business inventories._.____.__..__.__ 3.3 6.3 9.0 6.7 4.7 5.8 9.0 9.5 11.9 3.2 6.1 8.4 6.5 4.7 5.5 8.4 8.7 10.9
Nondurable goods_..__._.._._.._____.___._..____ 102.7 | 206.3 | 222.4 | 206.5 | 216.2 | 218.4 | 222,0 | 221.4 | 227.1 | 134.1 | 193.0 | 200.8 | 192.6 | 200.6 | 199.4 | 200.8 | 199.0 | 203.5
Finalsales............._. -] 191.3 [ 203.5 | 219.5 | 204.4 | 210.5 | 215.2 | 218.7 | 221.0 ( 222.5 | 182.7 | 190.3 | 198.0 | 190.6 | 195.1 | 196.3 | 197.6 | 198.6 199.2
Change in business inventories.___.._______... 1.4 2.7 2.9 2.1 5.7 3.1 3.3 .5 4.6 1.4 2.7 2.7 2.0 5.6 3.0 3.2 .4 4.3

Services. ... ... 244.5 | 262.0 | 285.9 | 265.1 { 268.8 | 275.5 | 282, 1 | 289,9 ( 296.2 | 211,2 | 221,1 | 232, 4 | 223.3 | 224.0 | 227,7 | 230,9 | 234.4 236.6

Struetures. ... 68.9| 74.5| 76.6| 73.9| 76,9 79.8| 78.6 | 75.8| 72.5| 617 | 64.8| 641 | 64.0| 66.2| 68.0| 66,0 628 59.8

Addendum: Grossautoproduct_..._..__._________ 25,8 | 31.4| 29.4| 316 30.5| 31.5| 28,6 | 27.9| 20.4) 25.4| 31.4| 20.9| 31,91 30.7| 322} 29,1 | 28.5 29,7

Table 3.-~Gross National Product by Sector in Current and Constant Dollars (1.7, 1.8)

Gross national product____._________________ 631,7 | 681.2 | 739.6 | 686,5 | 704.4 | 721,2 | 732,3 | 745.3 | 759.3 | 580,0 | 614.4 | 647.8 | 618.2 | 631,2 | 640.5 | 643.5 | 649.9 657.2

Private ... ____ ... 568.7 | 613.4 | 663.4 | 618.2 | 633.8 | 648.4 | 657.6 | 667,7 | 679.4 | 530.8 | 563.5 | 593.6 | 567.2 | 579.4 | 588,0 | 589,9 | 595.1 | 60LS

Business. ... .. 547.4 | 590.8 | 639.5 | 595.3 | 611.2 | 624.9 | 634.0 | 643.5 | 655.3 | 513.3 | 545.4 | 574.9 | §48.9 | 561.6 | 569.4 | 571.4 | 576.2 | 682.8
Nonfarm._____.._._ -1527.0 | 667.1 | 614.7 | 570.6 | 586.6 | 599.3 | 609.0 | 619.1 | 631.0 | 491.2 | 521.7 | 552.3 | §24.6 | 537.5 | 546.4 | 548.4 | 554.5 | 560.1
arm..___.____. eoaoooo- 20.4| 23.8| 24.8| 24.7| 24.7| 25.7| 250 24.41 243 2207 23.8| 22.6{ 24.3( 24.1 23.0 | 22,9 21.7 22.8
Households and institutions. . | 17.3 18.3 19.5 18.7 19.1 19.1 19.1 19.7 { 20.0 13.6 14,0 | 14.4 14.2 14.5 143 | 14.2 14.5 14.6
Restof theworld...._.__..__._..._______._______ 4.0 4.3 4.4 4.1 3.4| 4.4 4.5 4.6 4.1 3.9 4.1 4.3 4.0 3.3 4.3 4.3 4.4 4.0
General government______________________._._.__. 630! 67.8| 76.2| 68,3| 70.6 | 72.8| 74,7) 77.6 | 79.9] 4.2 50,9 | 54.2] 51,1| 51,8 52.5| 53,6 | 54.8 55.8




4 SURVEY OF CURRENT BUSINESS March 1967
1965 1966 1965 1966
1965 (1966*| III | IV | I I | IO | Ive
1964 | 1965 | 1966* v I IT | IIT | IV
Seasonally adjusted at annual rates
[Billions of dollars) Seasonally adjusted at annual rates
Table 4.—Relation of Gross National Product, National Income, {Billions of dollars]

and Personal Income (1.9)

Gross national preduct_ . ______ 681.2 {739,6 |686.5 |704.4 |721.2 |732,3 |745.3 | 759.3
Less: Capital consumption
allowances. ... ___.._.________ 59.6 163.1|60.2760.8 616627637 646
Equals: Net national product__ _ 621.6 |676,5 1626.3 |643.6 {659.7 1669,6 1681.6 | 694,7
Less: Indirect business tax
and nontax liability.__. 62.7 | 65.5 | 62.7 | 63.6 | 63.0 | 64.7 | 66.3 | 68.1
Business transfer pay-
ments. . _._.__...._____ 26| 26| 25| 26| 26| 2.6 2.6 2.6
Statistical discrepancy..__ -1.6j—-.2]-.8 41 —-8|—9 4| —.6
Plus: Subsidies less current
surplus of government
enterprises_..._._________ 1.0 L4 .9 .9 .8 91 L6 2.2
Equals: National income_______ 559.0 (610.1 (562,7 [577.8 {595.7 (604,1 613.8 | 626.9
Less: Corporate profits and
inventory valuation
adjustment___._________ 74.2 1 80.2 | 740 76.9 | 80.0 | 79.9 | 79.1 81.9
Contributions for social
iNSUrance......c...__. 29.2137.8(29.2(29.8|36.5|37.0385; 39.3
‘Wage accruals less dis-
bursements____._....__. .0 .0 .0 .0 .0 .0 .0 .0
Plus: Government transfer
payments to persons____ 37.1]141,9139.4]37.9|40.0| 40.1 | 42.3 | 453
Interest paid by govern-
ment (net) and by
consumers_.____________ 20.6 1 22,8 1209210 219225230 23.8
Dividends............... 19.2 1209} 19.5]120.2 1209|2121 207
Business transfer pay-
ments. . . ... ....____. 26| 2.6) 25| 26| 26| 2.6 | 2.6 2.6
Equals: Personal income.______ 535.1 (580, 4 |541.9 |552.8 (564.6 |573.5 |585.2 | 598,3
Table 5.~ Corporate Product ! (1.14)
Gross corporate product.__. 391, 2 |425.9 1393, 1 1403,9 (415.2 (422,0 |428,1 | 438.3
Capital consumption allow-
AICeS.. oo . 36.3 | 38.8 | 36.8 | 37.2(37.7 (385391} 39.7
Indirect business taxes plus
transfer payments less sub-
T T, 37.4 {38.9 {37.3 {37.9{37.3 385394 40.5
Income originating in corporate
business__.___._._____l______ 2 317.5 348,92 [319.0 |328.8 {340.1 {3450 [349.7 | 358.1
Compensation of employees. . 249.0 (273.8 |250.5 |256.8 [265.9 [271,1 |276.5 | 28L.8
Wages and salaries 2 2241 [244,] |225.4 |231.2 |237.2 |241.8 |246.4 | 251.0
Supplements_ ... 24.8 1 20,7 I'25.1 | 25,7 | 28.7 | 29.3 | 30.0 | 30.7
Net interest....c.......______ ~2.5 |—2.5 {—2.4 |[—2.4 |—2.4 |—-2.5 (—2.5 | —2.5
Corporate profits and in-
ventory valuation adjust-
ment._...__.__....___.___ 710 | 76.9 | 70.9 | 74.4 | 76.7 | 76.4 | 75.7 | 78.9
Profits before tax.__...______ 72.5179.0171.9 ] 76.2 | 79.5 | 79.3 | 78.5 | 78.9
Profits tax lability ______ 31.2 {339 (30.9|32.4 341|341 337, 338
Profits after tax.. .. __ 41,3 | 45.1 | 41.0 | 43.7 | 45.4 | 45.2 | 44.7 | 45.2
Dividends_..__.__._____ 17.7119.4 | 18.1 | 10.0 | 1.4 | 19.5 | 19.5 | 19.2
Undistributed profits___ 23.6 | 25.7 1229 | 24.7 | 26.0 | 25.7 | 25.2 | 26.0
‘ Inventory valuation ad-
justment_________________ -15|-21|-1.0|~-1.8 |-2.8 |-2.9 |—2.8 0
Gross product originating
in financialinstitutions__ 16,5 18,2 | 16,6 | 17.2 | 17.5 | 18,0 | 18,3 | 18.9
Gross product originating
in nonfinancial corpora-
tioms.__._.___._._._____ 3746 |107.8 (376.5 [386,7 (397.7 |104.0 |409,8 | 419.5
Capital consumption allow-
ANCeS. . ... ___ 35.3 [ 37.8| 358 | 36.3 (368375381 387
Indirect business taxes plus
transfer payments less sub-
sidies. ... _____________._______ 35.8|37.3 | 35.8 (363|357 36.9|37.7 388
Income originating in non-
financial corporations.._____ 3035 |332,7 (304.9 [314.1 [325.2 |320.7 [334.0 | 342.0
Compensation of employees __ 235.5 (259, 3 (236.9 [243.0 [251.6 (256, 6 [261.8 | 267.0
Wages and salaries i 212.3 |231.5 (213.5 219,0 |224.8 [229.1 [233.7 | 238.2
Supplements...._._ 23.2 | 27,8 | 23.4 | 24.0 | 26.8 28.1 | 28.8
Net interest__._..._.________ 59| 65| 60| 63| 63| 6.5| 6.6 | 67
Corporate profits and in-
ventory valuation adjust- 8
ment. ... _______ 62.166.9 { 61.9 | 64.9 | 67.3 { 66.6 { 65.6 68~3
Profits before tax. 63.6 | 69.1|62.9)66.7|70.1|69.5]|683 29~4
Profits tax liability .______ 27.5120.8|27.2]28.5]30.2|30.0]|29.5 »39'4
Profits after tax._. 36.1139.3 {358 382} 39.9 395388 17'0
Dividends...._..._____. 16.2|17.8 | 16.6 | 17.5 | 17.7 { 18.0 | 17.9 | 175
Undistributed profits.__ 1991215 19.2)20.7]222)21.5]|20.9 -5
Inventory valuation ad-
justment.._.._____._______ —1.5|-2.1|-10|-18 |-2.8 |—2.9 |-2.8 -0
Addenda:
Cash flow, gross of dividends:
All corporations....___._..____ 69, 77.6 | 83.9 | 77.8 | 80.9 | 83.1 | 83.7 | 83.8 | 84.9
Nonfinancial corporations. ... 64 71,4 77.0 | 71.6 | 74.4 | 76.7 | 76.9 | 76.9 | 77.7
Cash flow, net of dividends:
All corporations. __.____..____ 53 59.9164.5 ) 59.7 | 61.9|63.7|64.2]64.3| 657
Nonfinancial corporations_.___ 49 55.2 | 59.3 | 55.0 | 57.0 | 58.9 | 59.0 | 59.0 | 60.2

Table 6.—National Income by Type of Income (1.10)

National income______.___ 517.3 610.1 577.8 1595.7 |604,1 [613.8 | 626.9
Compensation of employees__.__ 365.7 433.3 406.5 [419.6 |427.9 |438,3 | 447.5
Wages and salaries__._. -{333.6 392.3 370.8 |380.0 (387, 4 [396.7 | 405.0
Private... 269. 3 314.8 298.5 1305.9 1311, 5 [318.0 | 323.9
Military._. 11.7 14.6 13.0 1 13.6 | 141 { 15.0 | 15.8
Governme 52.6 62.8 59.3 [ 60.4 { 61.8 | 63.7 | 65.2
Supplements to wages and
salaries 32.0 41.0 35.7(30.6 { 40.5 | 41.5 | 42.5
Employer contr
social insurance._.________ 15. 4 20.2 16.3 1 19.6 | 19.9 | 20.4 | 20.8
Other labor income_.______. 16. 6 20.8 19.4 |1 20.0 | 20.6 | 21.1 | 21.7
Employer contributions
to private pension and
welfare funds._________. 1711540
11 S 8.0 31 | e[
Proprietors’ income_..___._____. 51.9 57.8 57.1|58.4|57.9 57,3 5.5
Business and professional._._. 39.9 41.8 41,1 1 41.4 | 41,6 [ 41.9 | 42.3
Income of unincorporated
enterprises....._____._____. 39.9 42,2 | fecee e e
Inventory valuation adjust-
ment._ . ________.______._. .0 = e
Farm. .. 12.0 16.0 16,0 | 17.0 | 16.3 | 15.4 15.2
Rental income of persons_._____ 17.7 18.9 18,5 | 18.7 | 18.8 [ 18,9 | 19.1
Corporate profits and inventory
valuation adjustment.._.._____ 66.6 80.2 76.9 ; 80.0 | 79,9 | 79,1 | 8l1.9
Profits before tax__.___._..._. 67.0 82.3 78.7 | 82.7 | 82.8 | 81.9 | 81.9
Profits tax liability.._______ 28.4 33.9 32.4 13411341337 338
Profits after tax._. 48.4 46.3 [ 48,7 | 48,7 | 48.2 | 48.2
Dividends..._..____ 20.9 20.2120.9|2L1)21.1} 207
Undistributed profits 27.5 26.1127.8 |27.6|27.1| 27.5
Inventory valuation adjust-
ment.._ ... ... —.4 -2.1 —-1.8 [-2.8 |29 (-2.8 .0
Netinterest.____________________ 15.5 20.0 18,7 | 19.1 [ 19.6 | 20,2 | 21,0
Table 7.—~National Income by Industry Division (1.11)
All industries, total _______ 517.3 610.1 577.8 (595.7 16041 |613,8 | 626.9
Agriculture, forestry, and
fisherles._____________________ 17.7 22.2 | 2191 22,1232
Mining and construction . 32.4 37.7 | 34.6 | 359 | 37.1
Manufacturing_..______ 155. 1 188.5 [170.8 (176.5 1184.4
Nondurable goods. . 61.5 71.4 | 65.6 | 67.5 | 69.8
Durable goods_.._____._______ 93.6 117.1 |105.2 (108.9 |114.7
Transportation. ... ..______.__ 21. 4 24,8 23.1|23.7) 24.1
Communieation__.__.._.__. ... 10.5 12,27 11,2 | 1.6 | 1.7
Electric, gas, and sanitary
services..___ e L1 12.4 | 1.7 | 11.9 | 1L.9
Wholesale and retail trade___.__ 79.1 89.2 | 83.9 | 85.9 | 88.0
Finance, insurance, and real
estate._.._..._____.__________. 57.1 65.5 | 61.5 | 62.9 | 63.7 | 65,0 | 66.0 |.....-
Serviees. ... ... 58.9 68.8 16411653 |66.4]167.6(69.8| __.__
Government and government
enterprises... ________________ 70.0 84,4 757|785 |80.7) 827|858 |......
Rest of the world . __..__.__...__ 4.0 44 41| 3.4 44 45| 4.6 |.-..-

Table 8.—~Corporate Profits (Before Tax) and Inventory Valuation
Adjustment by Broad Industry Groups (6.12)

All industries, total . ______

Financial institutions. . _________

Nonfinancial corporations...._ ..

Manufacturing__._
Nondurable goo
Durable goods._..._..

Transportation, commu
tion, and public utilities____

All other industries.._._._____

66.6
8.4

76.9
9.5

80.0
9.4

*Fourth quarter 1966 corporate profits (and related components and totals) are preliminary and subject to revision in next month'’s SURVEY.

1. Excludes gross product originating in the rest of the world.
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Seasonally adjusted at annual rates

1964 | 1965 | 1966*

1965 1966

oI | Iv I II ur | v+

Seasonally adjusted at annual rates

[Billions of dollars] [Billions of dollars)
Table 9.—Personal Income and Its Disposition (2.1) Table 12.—Federal Government Receipts and Expenditures (3.1, 3.2)
Personal income___._____.______ 496.0 1535.1 580, 4 |541.9 [552.8 [564.6 [573.5 [585.2 | 598.3  Federal Government receipts___|115.1 (124.9 (142.5 [123.8 (126.9 [136.0 |141.0 145.3 | 147,9
Wage and salary disburse- Personal tax and nontax re-
ents. . ___.____.____.. 333.6 (358.4 1392.3 [360.8 |370.8 |380.0 1387.4 (396,7 | 405.0 ceipts e .l 48.6 | 54.2 | 61.9 | 53.8 | 54.7 | 57.1 ] 60.7 §3.9 65,7
Commodlty producing Corporate profits tax accruals_| 26.5 | 26.1 { 31.7 28.930.3 31939 }3l.6| 3.5
industries_..__....____._.. 134.0 [144.3 |158.2 (144.8 {148.9 {153.8 |157,0 |159.6 | 162.3 Indirect business tax and non-
Manufacturing . .__ .2 (116.2 {119.2 {123.0 {126,0 {128.6 | 131.2 tax aceruals... ..._____..___ 16.2 | 16.8 1 15,91 16.3 | 16.7 | 15.2 [ 16.1 | 16.2 16.4
Distributive industries. 81.2186.7]93.2)87.1180.1(90.8]921]93.9| 958 Contributions for social insur-
Service industries 58.1163.5)59.260.5|61.3|62.5)64.4| 658 F20 1 - S RO 23.9 12481330247 (252(31.7|32.2)33.6| 343
Government._____.___________ 69.2|77.4(69.7172.3|74175.9|788] 8.0
Federal Government expendi-
Other labor income. 18,5 | 20.8 | 18.8 | 19.4 | 20.0 | 20.6 | 21,1 | 2L7 tures. .. - oeeeceeeoen 118.1 {123.4 |142,2 [126.3 |127.0 |133.7 (137.1 [145,8 | 1515
Proprietors’ income._.________ 51.9 | 55.7 | 57.8 1 56.7 | 57.1 | 58.4 | 57.9 | 57,3 | 5.5 Purchases of goods and serv-
Business and professional.__| 39.9 [ 40.7 | 41.8 [ 40.7 | 41.1 | 41.4 | 41.6 | 41.9 | 42.3 1CO8. e 65.2 | 66.8 | 76.9 | 67.5 | 69.8 | 71.9 1 74.0 { 79.0 | 817
Farm._ .. 12,0 | 15.1 | 16.0 | 16.0 | 16.0 | 17.0 | 16.3 | 15.4 15.2
Natlonal defense_._.._..____ 50.0 | 50.1 | 60.0| 50.7 { 52.5 | 54.6 | 57.1 | 62.0 ] 65.5
Rental income of persons__._.] 17.7 | 18.3 | 18,9 | 18.4 1 18.5 | 18.7 | 18.8 | 18,9 19.1  Othero ool 15.2 | 16.7 | 16.9 | 16.8 | 17.3 | 17.4 | 16.9 | 17.0 16.2
Dividends_.____._______._____ 17.3 1 19.2 | 20.9 [ 19.5 | 20.2 | 20.9 | 21.1 { 21,1 | 20.7
Transfer payments.__...__._. 29,9 | 32.4 | 36.5 | 34.8 | 32.8 | 35,4 [ 34.8 | 36.9 | 39.1
Personal interest income _.___ 34.6 | 38.4 | 42.8 | 38.9 | 39.7 | 41.0 | 42.1 | 43,2 | 44.8 To persons.- - .. -127.8)30.3|342(325)30.8)326(32.6]345} 37.2
To foreigners (net).......... 221 221 2 221 1.9 28] 2.2} 2.4 2.0
Transfer payments ..._.__.._. 36.8 | 39.7 | 44.6 | 42.0 | 40.5 | 42.6 | 42,8 | 44,9 | 48,0 .
Old-age and survivors Grants-in-aid to State and
insurance benefits..._____ 16.0 | 18.1 | 21.0 ] 20.4 | 18.6 | 19.5 | 19.7 | 21.2 | 23.5 local governments._ . ._______ 10.4 11,2145 | 11.1 ] 11.6 | 13.0 | 14.6 | 15.3 15.0
State unemployment . .
insurance benefits 221 1.8 22| 20| 20| 1.6} L8 1.8 Net interest paid.__._.__._.__ 83( 87( 96| 88| 88| 93| 95| 97| 10.0
Veterans benefits. .. 56| 61| 87| 68| 59 60| 6.1 6.3 .
Other .. ... 13.8 | 15.7 | 13.7 | 14.1 | 15.2 | 15,4 | 15.8 | 16.4 Subsidies less current surplus
of government enterprises__| 4.2 42| 47| 41| 41| 41 42 4.8 5.6
Less: Personal contributions
for social insurance....._._. 12.5 {13.2 | 17,6 | 13.2 | 13.5 | 16.9 | 17.1 | 18,1 | 18.4 Surplus or deficit (—),
national income and
Less: Personal tax and nontax productaccounts._.______ —3.0 | 1.6 .3|-25)~-.2} 23| 38| -5 —3.6
payments_________________.___ 59.4 | 66.0 | 75.1 | 65.7 | 66.7 | 69.5 | 73.6 | 77,4 [ 79.8
Equals: Disposable personal . .
income_____._____________.... 436.6 |469.1 [505.3 [476.2 |486.1 {495.1 |499.9 [507.8 | 518.4 Table 13.—State and Local Government Receipts and Expenditures
Less: Personaloutlays. . _._____ 412.1 |443.4 (478.3 [447.1 1457.6 |468.4 1473.3 |483,3 | 488.0 3.3, 3'4')
Personal consumption State and local government
expenditures. . .-.-]401.4 |431.5 |464.9 [435.0 [445.2 (455.6 |460.1 [469.9 | 474.1 receipts. ... _.___________ 69.6 | 75.3 | 84.3 | 75,9 | 77.3 | 80,1 | 83.2 ) 85,9 | 88.0
Interest paid b,
SUMers._.....-._. 101113127 (1.5 |11.8 (121|125 12.8| 13.2 Personal tax and nontax
Personal transfer pa: TeCeiPtS. oo emcaaemea 10.811.8(13.2)11.91121112.4}12.9|13.5] 14.1
ments to foreigners. . .6 .6 .6 .6 .6 .6 T .7 .6 Corporate profits tax accruals.| 1.9 20| 22| 20| 21| 22| 22| 2.2 2.2
Equals: Personal saving __.___. 24.5 | 25.7 | 27.0 | 29.0 | 28.5 | 26.7 | 26,6 | 24,5 | 30.4 Indirect business tax and
nontax aceruals._..__.__.___ 42.3 | 45.8 ] 49.5 | 46.4 | 47.0 | 47.8 | 48.7 | 50.0 | 51.6
Addendum: Disposable per- Contributions for social
sonal income in constant INSUranee -« oo 411 45 48| 45| 46 47 48] 4.9 5.0
(1958) dollars ... . .. ... 406.5 [430.8 |451,6 |436.8 443.9 |448.4 [447.9 452, 2 | 457,
Federal grants-in-aid._ ... __.__ 10.4 11,2 | 14.5 | 11.1 | 11.6 | 13.0 | 14.6 | 15.3 | 15.0
. State and local government
Table 10.—Personal Consumption Expenditures by Major Type (2.3) expenditures.__.._.__._._.__ 67.9 | 73.7 [ 81,0 | 74.4 | 75,7 | T7.7 | 79.7 [ 821 | 84.7
Purchases of goods and
Personal consumption SErVICES. o camec oo ceeccenaan 63.7160.476.2|70.271.4]731]|750]77.2] 79.4
expenditures________.._ 401,4 4315 [464.9 [435,0 [445,2 1455.6 1460.1 [469,9 | 474.1 Transfer payments to persons.] 6.5 | 6.9 7.7| 6.9 70| 74| 7.5} 7.8 8.2
Durable goods..._._.......__.... 59.4 | 66.1 | 69.3 | 66,7 | 68,0 | 70.3 | 67,1 | 70,2 | 69.6 Net interest paid .7 .6 .5 .5 .5 S5 .5 .5
. Less: Current surplus o
Automobiles and parts..._... 25.8 129.8130.0)30.2|20.9)31.4]28.5|30.1] 29.8 government enterprises_. ... 30 32| 33 32| 32| 33} 3.3} 3.4 3.4
Furniture and household
equipment...__...__.__.__._ 25.127.1]30.1|27.3|288/20.61|29.2/(830.7| 30.7 Surplus or deficit (—),
Other......... ... 85( 0.1} 93] 9.2} 03 93 93] 9.4 9.2 national income and
produect accounts____.__._ L7 L6} 82| L5) L6 24| 35! 3.8 3.3
Nondurable goods_.______._____ 178.9 1190,6 |206,2 {191, 4 {197.0 201.9 {205.6 [208,1 | 209.2
g?gg] ?[izéial;%veflages gg.g gg. 3 l%g 22.7 101.6 103.2 133‘8 105.5 | 105.4 b S 5.1
shoes 3 . .0 | 37.5 | 39. .7 | 41.1 | 40.8 o m— in .
8{‘5"“’““* eyt é §' i 15‘ i i 0. (1) if‘i ST.5304 1807 411 108 Table 14.~Sources and Uses of Gross Saving (5.1)
er.. 3 1. 5. . 42. 3 45,0 | 45. . 4
s 3483 5.4 46 Gross privatesaving_._._________ 1014 |109.1 {115,5 [112,8 [113.6 |113,2 [113,9 |112,5 | 122,4
ervices. 163.1 {174, 8 [189.4 1176,9 [180,2 |183,4 {187.4 [19], 3 .
H 0.2 |183.4 1.5 | 195.3 [P}ergonta}ga:elg oreataTTT 24.5126.7{27.0(20.0{285]26.7(26.61{245( 30.4
ousing. . 59.2 [ 63.2 | 67.7 | 63.6 | 64.7  66.0 | 67.1 | 68.2 | 69.5 ndistributed corporate
Household ope: 243|256 27.2126.0)26.3]|2.5|27.1127.6 | 21.7 profits_ ... ____.____. 21,3258} 27.5)24.6]261(27.8]27.6]27.1] 27.5
Transportation 1.8 11281140130 13.4 [ 13.5 [ 13.914.2 | 14.5 Corporate inventory valua-
Other........ 67.8173.3180.5]74.2]|758]|77.5]70.4|81..5]| 83.5 tion adjustment____________ —.4|-1.5]-21{-10{-18 [~2.8 (-2.9 {—2.8 .0
Corporate capital consump- .
tion allowanees . _._.._..__ 33.936.3|38.8|36.8|37.2)|37.7(385(39.1 389.7
Noncorporateucapital con- . 5| 249
Table 11.—Foreign Transactions in the National Income and WS;‘K’;’E;EO‘;{‘IQS‘{;’;:%?;%;;;;-- 222283 2442342861238 ) 242 | 2% :
Product Accounts (4.1) TeNES. oo 0| .ol .0 .0 .0 .0f .0 .0 .0
. G t surplus or deficit
Receipts from foreigners...___ 37,0 [ 39,0 | 427 | 40.1 | 40.3 | 417 | 419 | 43.4| 43.6 (=), national income and
....... -1 3 .6 |—1. . 5 7. 3 -
Exports of goods anad services...| 37.0 | 39.0 | 42.7 | 40.1 | 40.3 | 4.7 | 41.9 | 43.4 | 43.6 product accounts. .. ) La 82) 36110 L4} 47 8} 83 8
P N Federal . ___._ . __________ ---{=3.0; 16 .3|-25|—-2] 23] 3.8 —.5] —3.6
ayments to foreigners..._... 37,0 39,0 | 42.7 | 40,1 | 40.3 | 41,7 | 419 | 43,4 | 43.6 State and local._...______ ... 17| 16| 82) 1.5] 1.6 24| 3.5} 38| 33
Imports of goods and services..-| 28.5 | 32.0 | 37.9 | 33.0 | 34.2 { 35.6 | 37.3 | 39.2 | 30.5 Grossinvestment...___.________ 98,7 (1107 |118,8 (1109 |115.4 [117.1 [120.3 |116.1 | 12L.5
Transfers to foreigners__.__..__. 2.8) 281 29| 2.8} 25| 3. 4 2.9) 3.1 2.6 Gross private domestic
gersmml ---------- .61 .6] .6 .6]| .6 7T .6 investment...-............. 106.6 {117.0 [106.7 {111.9 [114.5 |118.5 (115.0 | 120.0
overnment..__..._._____.... 22| 22| 23| 22| 19] 2 8 22| 2.4 20 Net foreign investment_ 7 42| 1.8] 42| 35| 26{ 1.8 L1| 15
Net foreign investment.._...___ 57| 42| 18| 42| 35| 26| 18| 11 1.5  Statistical discrepancy..._____ —.6|—-2{—-.8]| .4|-.8]—=91 .4] —.6

*Fourth quarter 1966 corporate profits (and related components and totals) are preliminary and subject to revision in next month’s SURVEY.
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Manufacturers’ Inventory and Sales Expectations, First
Half of 1967

MANUFACTURERS holding 28 per-
cent of factory stocks classified their
December 31, 1966, inventories as
“high” in relation to their sales and
unfilled orders. This evaluation was
considerably above the 15-percent ratio

PSRN CHART 3

Manufacturers’ Anticipations—
First Half 1967

® Further additions to inventories, but below
1966 rates
® Further gains in sales
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for the end of 1965 and was the highest
since mid-1960. Because of their ex-
cessive stocks, manufacturers now ex-
pect to reduce their inventory accumu-
lation in the first half of 1967 from the
peak rates of the second half of last
year. They also anticipate that their
sales in the first half of this year will
rise about as much as they did in the
second half of 1966. These findings
are based on manufacturers’ reports
submitted in February to the Office of
Business Economics in the quarterly
survey of inventory and sales expecta-
tions.

Stock rise mostly in durables

Inventory additions—which totaled
$3 billion, seasonally adjusted, in each
of the last two quarters of 1966—are
now projected at $1% billion and $1%
billion in the first and second quarters
of this year.

Durable goods producers report that
they expect stocks to rise about $2}4
billion, seasonally adjusted, from the
end of 1966 to June 30 of this year,
with additions in the first 3 months to
be slightly larger than in the second
3-month period. The projected accu-
mulations would be less than half the
actual rate of the two previous quarters
and also somewhat below those of the
same period a year ago.

Nondurable goods producers expect
to add $600 million to stocks from
December 31, 1966, to March 31, 1967,
and $200 million from March 31 to
June 30, after seasonal adjustment.
Last year, which saw a heavy buildup
in soft goods, additions averaged about
$550 million per quarter.

Mid-1967 inventory investment is
projected at $52% billion for durable
goods producers and at $28% billion for
nondurables. These compare with sea-
sonally adjusted 1966 yearend levels of
$50.0 billion and $27.9 billion for dur-
able and nondurable goods producers
respectively.

March 1967

Sales gains to continue

Manufacturers’ sales grew less rapidly
in the second half of 1966 than they had
in the first half of 1966 or in 1965; in
January of this year, sales were un-
changed from the monthly average of
the fourth quarter of 1966. According
to the survey, sales are expected to rise
less than 1 percent in the first quarter
of 1967 and about 1% percent in the
second. Durable goods producers ex-
pect sales to rise one-half of 1 percent
in the first quarter of 1967 while non-
durable goods producers are projecting
a l-percent rise. Both sectors expect
sales to rise 1% percent, after seasonal
adjustment, in the second quarter.

The expected advance is smaller than
the sales increases in either half of 1966
for durable goods producers; for non-
durable goods manufacturers, it is
smaller than in the first half of 1966,
but larger than in the second half.

Sales of durable goods manufacturers
were $70.4 billion in the last quarter of

DRSS CHART 4

Condition of Manufacturers’ Inventories

The proportion of manufacturing inventories judged
“high” has risen sharply since early 1966

Percent of Inventories

30 T METAL PRODUCERS

20 | -

[+ 3 TR W

| EFETENS T RN SN IR WIS ANEVENIES BN SN ]

“0 METAL USERS

30 - h

Ol d oo o Voo o be e bye o] 0w sl 3t
20

NONDURABLE GOODS PRODUCERS
10 + -
[+ 20 NV I S I SN IS T T N T T W N T A 0 200 T S Y A I A

1961 62 63 64 65 66 67
End of Quarter
Note.—Shaded area refers to proportion of inventories held by manufacturers
who considered their stocks high.
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1966 and are expected to reach $71.8
billion in the second quarter of 1967.
Nondurable goods producers, whose
sales totaled $64.0 billion in the closing
quarter of last year, expect sales volume
to reach $65.6 billion in the second
quarter of this year.

SURVEY OF CURRENT BUSINESS

The stock-sales ratio rose in 1966 for
both the hard and the soft goods
sectors and is expected to continue to
rise in the first quarter of this year.
If the anticipations are realized, the
ratio on March 31, 1967, will equal 2.2
months of sales for durable goods

7

producers and 1.3 for nondurable goods
producers. A further small rise is
looked for by durable goods manu-
facturers, but for nondurables, the ratio
is expected to drop slightly at midyear.

Condition of stocks, end of 1966

The proportion of stocks judged
“high’’ rose considerably after the first
quarter of 1966 and accelerated in the
final quarter of the year.

Table 1.—Manufacturers’ Inventories and Sales: Actual and Anticipated

[Billions of dollarsj

1965 1966 1067 Among durable goods producers, the

“high” proportion rose progressively,

' ’ . I m ' vt l T I 1 ‘ VoL It ] I from 18 percent in March to 27 percent

Inventories, end of quarter n Septembel‘ and to :‘3‘3 percel}thlg

Unadjusted December 1966. The ‘“about right

All manufacturing..._..—..—. 61| 60| 69| 18| 70| 724 T4 4| 801 SL4 :*iategory ’f although 65513111 SUbft‘&n?}*}ly
urables......__ . . . . X 3 . . . D

Nondurabies 48| 24.7| 248| 258 25| 29| 21| 20| |5| 286 ropped rom 39 t?’ p(.aflicen' In this
Seasonally adjusted p.emod. Tﬁe low cla:m cation con-

B i — g7 ool o3| 6ol ool 7ol el Tl Tr| L0 W’l;“”d s “b“; pereont: 0
urabies_._.___ . ), . . X . . 3 . .

Nondurabies 27| 247| 25.0| 27| 24| 29| 20.3| 29| 85| 287 or nom ur © goods producers, the
Sales, tofal for quarter percent “high’’ rose from 8 percent at
Unadjusted the end of 1965 to 10 percent in March,

M el | ) | ome ) vl | g 130 June T Sepiemben ol 0
urables....-_. . . 5. . L1 . . . &

Nondurables. 222222220 570| o3| 50.4| 61.1| 34| 639| 60| 6d2| 5y 1O 3cember .1966’; uring this period,
Seasonally adjusted the “about right’” group fell from 88

------------------ 143 b3
Al ARAECLULAE oo urg | nes |z ool wes | wL7| el 4| | 14 percent to 79 percent.t 'Eﬁle I;Wf
urables_.._._. 2. . . 3 . . 5 ) 3 70. .
Nondurabies 55.8| o57.7| 2| 50.5| 6L5| 63.2| 63.7| 640| 646 656 I;;%I;OI'UOD?,) 4 perzeinttg X e ben (Zl
was 3 percent last September an
?

1. Anticipations reported by manufacturers in Febroary 1967.
in anticipatory data.

Sources: U.8. Department of Commerce. Anticipations, Office of Business Economics; actuals, Bureau of the Census.

Inventories have been corrected for systematic tendencies D ecember.

The “high” ratios at yearend for
both durables and nondurables were the
largest since the second quarter of
1960.

Table 2.—~Manufacturers’ Evaluation of the Condition of Their Inventories! X
(Continued from page 2)

{Percentage distribution]

third quarter, according to preliminary

Total Durables Nondurables data. Large gains were recorded for
High | About | Low | High | About | Low | High | About | Low both durable and nondurable m'anu-
riene right right facturers and for financial institutions.
Morch 811661~ s w il = m N , The fourth quarter increase, whlch_fol-
une 30, 1961 __._ 1 15 84 1 13 85 2
September 30, 1961 10 38 2 11 87 2 9 83 2 lowed a slowdown in the two previous
Decetnber 31, 1861 ------oooooooooo oo o} 88 z) w88 2 9| 8 > quarters, brought profits for the year
March 31, 1962_ 14 84 2 19 80 1 8 89 3 il
June 30, 1962 Ml s 2 I 2o 1 : b4 3 as a‘w'hole to $80% billion, 8 plercent or
eptember 8 81 1 11 86 3
Soptember 30, 1962 18 83 2 18 81 1 1 % 3 $6 billion above the 1965 total. o
Morch S1 1963 .- 5] 82 3| w| m ol 12| s 3 Fourth quarter book prgﬁts (w 1;31
une 30, 1963....__ - 15 83 2 18 80 2 10 88 2 i
September 30, 1963 : 7| s 31 1| s 2 N % 2 1r§clude gains or losses due to the
Docember 31, 1963 - oo B8 LRI B 2 o, & 3 difference between the replacement cost
March 31,1964 _____ ... ... 16 82 2 17 81 2 14 84 2 1
June 30, f9o4. - o 13 o 3 1 o 3 . o 2 of goods taken out .o.f 'mventotry and
eptember 30, _ 1 15 81 11 84 5
December 31, 1964 ... ... 13 24 3 n o 3 : i 5 their recorded acqulsmor} cost) wtere
March 31, 1065 18] 81 AE I 3 &7 , unchanged from tl}e previous qluart er,
une 30, 1965__ 16 80 20 77 3 10 85 5
September 30, 19 8| st S I 3 )N B 5 bef;ause the la:rge inventory valuation
December 31, 1965- - 1 82 3 ) 3 8| 8 4+ oains present in the third quarter dis-
A S 4 - R B S R 5 appeared in the fourth. ~After-tax prof-
: . 22 75 3 27 70 3 14 83 3 i i i ivi
December 31,1966 ... % 0 5l 3| & 51 Il B 3 its changed little, an@ .w1th dividend
payments about $)% billion below the
1. Condition of actual inventoriesrelative to sales and unfilled orders position as viewed by reporting companies. Percent  {hird quarter rate, retained earnings

distribution of inventory book values according to companies’ classifications of their inventory condition.

Source: U.S. Department of Commerce, Office of Business Economics. rose by a like amount.



by GENEVIEVE B. WIMSATT

Business Investment and Sales Expectations for 1967

BUSIN ESSMEN have budgeted new
plant and equipment outlays of $63.0
billion in 1967,! 4 percent above the
record amount spent in 1966, according
to the survey conducted in late Janu-
ary and February by the Department
of Commerce and the Securities and
Exchange Commission. In 1966, actual
outlays totaled $60.6 billion—16%
percent over 1965 and the sharpest
year-to-year advance in the extended
investment rise that began in 1961.

The sales expectations reported along
with the investment anticipations indi-
cate that businessmen are generally
looking forward to a good sales year in
1967. Manufacturers anticipate a 7%
percent sales increase over 1966, and
trade firms and public utilities each
expect a rise of 6 percent.

Investment anticipations for 1967

show a somewhat greater diversity
than they did a year ago when all
industry groups were scheduling ex-

Table. 1—Business Sales, Actual and
Anticipated, 1965-67

[Percent change]

1965-66 196667
Antici- | Actual | Antici-

pated pated
Manufacturing industries 1. ____. 7.9 9.3 7.5
Durablegoods ! ._.______. 8,5 9.4 8.3
Primary metals_..__.. 3.2 8.9 2.0
Electrical machinery . 11.2 18.6 13.6
Machinery, except electrical..| 11.4 10.2 10.4
Transportation equipment._ . _ 7.1 8.0 7.7
Stone, clay, and glass...._.... 6.4 1.5 4.4
Nondurable goods !. . 7.2 9.2 6,7
6.2 8.8 5.8
8.2 5.6 2.4
Paper._. 6.9 12.3 9.2
Chemical.. . 9.9 7.3 9.4
Petroleum______________..___. 5.3 7.0 3.8
Rubber. ... _____________ 3.4 9.4 9.3
Trade .. . .. ... 7.6 7.7 6,0
Wholesale__. 6.3 8.9 2.7
Retail ... 8.3 6.9 8.2
Public utilities_..._.__..__.________ 4.8 6.2 5.8

1. Includes industries not shown separately.

8

panded programs. Although the ma-
jority of industries are programing
increases in expenditures for new plant
and equipment in 1967, each expects
a smaller year-to-year expansion in
investment than it experienced in 1966.
Reductions are now planned by the
railroads and by some manufacturing
and commercial industries. Current
programs of the railroads call for
cutbacks of one-fourth from 1966 ex-
penditures; more moderate reductions
in 1967 spending are planned by manu-
facturers of transportation equipment,
textile, stone, clay, and glass products.
The pattern of anticipated expendi-
tures during 1967 indicates a slight
dip in investment outlays in the first
half and a moderate rise in the second.
Capital expenditures in the first quarter
are expected to be at a seasonally
adjusted annual rate of $62.6 billion,
down $200 million from the actual
fourth quarter rate. Spending is sched-
uled to ease to $62.2 billion in the
second quarter and then to rise to an
annual rate of $63.6 billion in the
second half. The anticipated decline
in outlays in the first half is attrib-
utable mainly to the programs of
durable goods manufacturers, railroads,
and commercial firms, while the im-
provement in the last 6 months extends
to all major groups except nondurable
goods producers and public utilities.
Actual investment in the fourth
quarter of 1966 was slightly higher than
businessmen had anticipated in the

1. The reported figures for anticipations are adjusted for
systematic biases (footnote 2, table 6). Before adjustment,
expenditures for 1967 were anticipated to be $61.29 billion
for all industries, $27.54 billion for manufacturing, and $33.75
billion for nonmanufacturing. The adjustments were ap-
plied separately to each major industry; their net effect was
to raise the manufacturing total by $0.40 billion and non-
manufacturing by $1.31 billion.

survey conducted last November, but
outlays planned for the first and second
quarters of 1967 have been revised
downward from earlier anticipations by
about 1% and 3 percent respectively.

Slowing of investment demand

The small advance in outlays posted
for 1967 reflects the fact that the invest-
ment climate has changed considerably
over the past year. In late 1965 and
early 1966, the rate of growth in overall
activity accelerated sharply, and the
utilization rate rose despite the large
additions to capacity.

This situation changed rapidly as
1966 progressed. Unusually tight
money and developing weaknesses in

Table 2.—Annual Percent Changes in Plant
and Equipment Expenditures, 1962-57

Actual Antici-
pated
1962-63)1963-6411964-651965-66|1966-67
All industries !'_. _____ 5.1 14.5| 15.7 | 16.7 3.9
Manufacturing 1._.___ 6.9 18.4{ 20.8| 20.2 3.8
Durable goods ____| 1L.7{ 20.0 | 20.9 | 22.7 4.6
Primary metals__| 17.4 | 31.11 20.0! 14.0 8.6
Machinery. ... —0.5| 19.2| 32.6 | 323 22.8
Transportation
equipment_____ 22.5| 2501 27.8| 183} —9.0
Stone, clay and .
glass___________ 5.4 10.7 149 16.6 -5.1
Nondurable
goods! ________ 2.4 16,9 20.7 17.6 2.3
Food and bever-
9.5 16.5 | 12.1 7.3
172 | 29.8| 156.2| ~11.6
30.0| 20.0] 34.1 2.8
22.4 | 3.7 153 1.9
150 | 13.7 | 158 3.7
14.7 | 24.5| 24.7 21.7
14.0 9.3 | 12.9 8.0
27,51 23.1| 14.2| —25.3
Transportation other
thanrail ... _______ -7.3 | 24.0 18.4 | 22.3 14.7
Public utilities_.____. 3.0 10.1 ) 11.7} 21.1 8.8
Communications .___. 4.5 13.4| 15.0| 13.6
Commercial and 3.0
other_..___._______ 5.3 8.0 8.8 8.1

t Includes industries not shown separately.

Sources: U.S, Department of Commerce, Office of Business
Economics, and Securities and Exchange Commission.
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several markets, particularly housing,
autos, and other consumer durables,
slowed the rise in business activity.
The capacity utilization rate in manu-
facturing leveled off in the spring and
summer months and then fell slightly
in late 1966 and early 1967. The
recent decline in the utilization rate
has reflected both further additions of
capacity and reduced industrial output.
As can be seen in table 6, a smaller
proportion of manufacturers now than
in September consider their curient
capacity inadequate for near-term
operations.

Faced with lessening requirements
for productive facilities and growing un-
certainty about the near-term course of
sales and profits, business slowed its
investment expansion in the second
half of 1966. For 1967, firms have now
programed outlays that do not vary
appreciably from those in the final
quarter of 1966.

Restoration of the investment tax
credit

It should be noted that the anticipa-
tions reported in this article are based
on a survey conducted between 2 and 6
weeks before the President’s request on
March 9 for restoration of the invest-
ment tax credit and the accelerated
depreciation procedures on buildings.
Although some firms may have ex-
pected—and allowed for—the earlier-
than-scheduled lifting of the suspension
in reporting their investment anticipa-
tions, it is reasonable to believe that
most firms did not make such
allowances.

It is impossible to measure the impact
of the proposed restoration of the
investment incentives on 1967 capital
budgets. A special report in the Feb-
ruary SURVEY indicated that business-
men would reduce their 1967 invest-
ment programs by $2.3 billion because
of the suspensions. There are several
reasons why this amount should not be
added back to the 1967 capital budgets
reported in this article. TFirst, there
is a timing problem. The suspension
was in effect for 5 months (assuming
that Congress adopts the President’s
request as to the effective date of the
restoration), and the new investment

SURVEY OF CURRENT BUSINESS

canceled or postponed during this period
because of the suspensions cannot be
fully made up within 1967. On the
average, the leadtime between new
investment decisions and expenditures
entails a timespan of several quarters.
Second, there has been accumulating
evidence of a deterioration in the
demand situation and a declining rate
of capacity utilization since business-
men made the $2.3 billion estimate
early last December. Even if the
economic situation had not changed,
it would still be extremely difficult to
separate the impact of a single factor,
such as the tax credit, from the many
complex factors that affect investment.

Realization of 1966 programs

The 16} percent rise in new plant and
equipment expenditures that took place
last year was the largest of the current
investment expansion, which began in
1961, although it was smaller than the
22 percent rise in 1956. The advance
extended to virtually all major indus-
tries, with sizable year-to-year gains
common.

The expansion in investment actually
achieved last year was only slightly
larger than the projection made by
businessmen in the annual survey con-
ducted a year ago. In early 1966,
businessmen expected their expendi-
tures for new plant and equipment
for the year to be 16 percent higher

AR AR CHART 5

New Plant and Equipment Expenditures
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Table 3.—Petroleum Industry Plant and
Equipment Expenditures, by Function,
1966 and Anticipated 1967

1966 1967 | 1966-67

Actual | Antici-

pated

Antici-
pated Percent

change

(Billions of dollars)

Total .. ________ 4,41 4,42 4.59 3.7
Production. .._._.____.__ 1.95 2.1 2.04 -3.3
Transportation__...___ .. .16 .18 .24 35.0
Refining and petro-

chemicals_._._.._._____ 1.19 1,03 107 4.6
Marketing . _._.__.__... .82 .74 .88 18.6
Other. .. ... ... .29 .37 .36 -3.8

Sources: U.S. Department of Commerce, Office of Busi-
ness Economics, and Securities and Exchange Commission.

than in 1965. The successive quarterly
surveys during the year resulted in
little change from the original expecta-
tions for the year as a whole. Among
manufacturers, durable goods producers
spent more in 1966 than anticipated
while nondurable goods producers spent
less. An exception to the general
trend in durables was the motor vehicle
industry, which spent considerably less
in 1966 than had been planned at the
beginning of the year. Public utilities,
communication, railroads, and nonrail
transportation companies adjusted their
capital spending programs upward as
the year progressed, but commercial
and mining firms scaled down their
outlays.

The closeness of actual expenditures
in 1966 to the projections made at the
beginning of the year contrasts with
1964 and 1965, when projections were
4 percent too low.

Manufacturing Investment

The sustained rise in manufacturing
investment is expected to slow con-
siderably in 1967. After three suc-
cessive yearly increases of about 20
percent, capital expenditures by manu-
facturers are expected to rise only 4
percent from 1966 to 1967. In the
nondurable goods sector, outlays for
new plant and equipment in 1967 are
projected at $13.3 billion, or 2 percent
over 1966. In durables, the anticipated
rise this year is 4} percent to a total of
$14.6 billion. The actual increases
from 1965 to 1966 were 18 percent and
23 percent respectively.

The slowing in investment growth is
general throughout the major indus-
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tries, and in some cases reductions are
being planned. Cutbacks in investment
for 1967 are scheduled by transporta-
tion equipment, stone, clay, and glass,
and textile manufacturers. Outlays for
new plant and equipment by automobile
producers were 1 percent smaller in 1966
than in 1965 and are expected to decline
12 percent in 1967. A generally de-
clining trend is projected throughout
the year. Producers of nonautomotive
transportation equipment are planning
to shave capital spending this year by
3 percent after having almost doubled
expenditures last year. Stone, clay, and
glass producers are reducing spending
this year by 5 percent from 1966, re-
flecting some overcapacity in such
products as cement and, more generally,
the weak housing market. Textile
manufacturers expect expenditures for
new plant and equipment in 1967 to be
12 percent lower than in 1966. Outlays
dropped very sharply in the final 3
months of 1966 but are now anticipated
to hold near this rate throughout this
year.

Petroleum, chemical, paper, food, and
primary metal companies are program-
ing moderate increases in outlays from
1966 to 1967—ranging from 2 to 9
percent. In recent years, investment
expenditures in these industries have
risen as much as one-third in a single
year. Within 1967, primary metal and
chemical companies expect to raise out-
lays from the first to second half, while
petroleum and food companies are pro-
graming steady rates of outlays during
the year. Expenditures of paper pro-
ducers are expected to decline within
1967.

Electrical and nonelectrical machinery
and rubber products companies are
continuing substantial programs of
investment expansion, with spending in
1967 expected to be 23 percent higher
than in 1966. Stimulated by the
continued rise in demand for capital
goods as well as for military equipment,
orders for machinery and equipment
exceeded shipments throughout 1966.
Both machinery industries are expecting
sales increases of more than 10 percent
in 1967. Rubber products companies
are programing rising investment
throughout 1967; for the year as a
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whole they expect a 22-percent increase
in investment.

When the 1967 investment projec-
tions in manufacturing are viewed accord-
ing to size of company, it appears
that companies with assets over $50
million are scheduling substantial in-
creases over 1966, while small and
medium-sized firms are programing
smaller investments this year.

Carryover and starts

Although capital expenditures have
risen sharply during the past 3 years,
expenditures have fallen short of the
initiation of new projects. As a result,
the carryover of new projects has been
steadily posting new records. The
current survey, however, indicates that
the rate of rise slowed during 1966 as
expenditures began to catch up with
starts.

At the end of 1966, manufacturers’
backlogs of expenditures yet to be made
on projects underway totaled $18.8
billion, 11 percent more than at the
beginning of the year. In 1965, the

MR  CHART 6

Manufacturers’ Investment Projects:
Starts, Expenditures, and Carryover
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corresponding rise was 34 percent, and
in 1964, 39 percent.

Investment projects initiated by
manufacturers during 1966 totaled $28.9
billion, up 8 percent from 1965 or much
less than the relative increase in
expenditures. All of the rise was
accounted for by durable goods in-
dustries; in nondurables, starts were
unchanged from 1965 even though
expenditures advanced 18 percent.

Starts rose in each quarter of 1966
and showed a particularly strong ad-
vance in the fourth quarter. However,
almost three-fourths of the fourth
quarter rise was accounted for by the
primary metals industry.

Manufacturers’ evaluation of ca-
pacity

Pressures on manufacturing capacity
eased somewhat during the fourth
quarter according to evaluations made
by manufacturing firms themselves.
Responding to the question ‘“Taking
into account your current and prospec-
tive sales for 1967, how would you
characterize your December 31, 1966,
plant and equipment facilities?”’ manu-
facturers indicated a decline from
September 30 to December 31, 1966,
in the category ‘“more plant and
equipment.” There were slight in-
creases in the proportions classified as
“about adequate” and ‘‘exceeds needs.”

Companies owning 47 percent of total
fixed assets in manufacturing reported
that their facilities as of December 31,
1966, were inadequate for near-term
needs. The proportion in this category
reached a high of 51 percent at the end
of March and slipped to 50 percent on
both June 30 and September 30. The
decline from September to December
was larger in nondurable goods than
in durables.

The proportion of assets held by firms
reporting facilities in excess of prospec-
tive needs was only 5 percent—1 per-
centage. point above September 30.
Facilities regarded as “adequate” rep-
resented 48 percent of manufacturing
assets at the end of 1966, up 2 percent-
age points from the end of September.

SURVEY OF CURRENT BUSINESS

Nonmanufacturing Programs

Investment by the nonmanufacturing
sector is expected to total $35.1 billion
in 1967, about 4 percent higher than in
1966. This compares with increases of
12 percent to 14 percent in the previous
3 years. Within 1967, outlays are ex-
pected to rise from the first to second
half.

Expansion by electric utilities

The public utilities as a group expect
their capital outlays to increase to more

11

than $9 billion in 1967, 9 percent over
1966. Electric utilities are contem-
plating a rise of 15 percent while gas
and other utility companies are now
planning to reduce capital budgets one-
tenth from 1966. Last year, each
group increased its investment by one-
fifth from 1965.

Through the first half of 1967, both
electric and gas utility companies are
scheduling a continuation of the gradual
uptrend in 1966 investment that oc-
curred in 1966. Outlays are expected

Table 4.—~Carryover of Plant and Equipment Projects, Manufacturing and Public Utilities !

[Billions of dollars]

1964 1965 1966
March{ June | Sept. | Dec. |March| June | Sept. | Dec. |March| June | Sept. | Dec.

Manufacturing . _._________.____ 10,38 | 11,26 | 11.88 | 12.63 | 14,73 | 15.99 | 16,23 | 16,90 | 18,19 | 18,33 | 18,48 | 18,81
Durable goods ®_ . ____________ 5.61| 5.95) 6.21 6,62 | 7.98| 8,89 | 8,82 9.25( 10,25 | 10,52 | 10.69 11.43
Primary metals....__ 230 2.56| 2.59( 2.74| 3.05| 3.34| 3.38¢ 3.52 3.68| 3.82 ! 3.8 4.48
Electrical machinery .33 .37 .41 .41 .51 .60 .63 .66 .89 .92 .94 .97
Machinery except electrical.] .53 .48 .41 .43 .85 .77 . 80 .78 1,31 L1211 1.00 1.02
Transportation equipment_.] 1.48 | 1.63 | 1.86| 2.02) 2.31| 2.8 | 2.73| 291 | 2.8 3.06| 3.18 3.12
Stone, clay and glass.___._.. .33 .38 .39 .40 .52 .53 .53 .50 .45 .48 .43 42
Nondurable goods ? 4,78 | 5.31( 5.68 | 6.01 6,75 | 7.10 | 7.41{ 7.66 | 7.94| 7.81 7.79 7.38
Food and bevera; .42 .40 .40 .54 . 60 .63 .78 .79 .78 W77 .70 .69
Textile. . .....___ .26 .28 .28 .29 .37 .46 .51 .54 .60 . 56 .52 .52
Paper_ __. - .61 .78 .77 .77 .88 .96 97 L9910 104 .94 1.00 .81
Chemical. __ N ] L26] 1.39| 1.61 .59 1.74] 1.8 190 189 201 2,15} 2.35 2.27
Petroleum._.._...____.__... 190 2.10 2.23 2.43 2.62 2.72 2.80 2.90 2.93 2.80 2.59 2.48
Public utilities_. ___._.____.____. 6.62| 653) 6,09] 565 7.64| 7.67) 7.24) 8,03 9.82 10,01 | 9,92 | 10.30

1. Carryover refers to expenditures yet to be incurred on plant and equipment projects already underway.

2. Includes industries not shown separately.

Sources: U.S. Department of Commerce, Office of Business Economics, and Securities and Exchange Commission.

Table 5.—Starts of New Plant and Equipment Projects, Manufacturing and Public Utilities!

{Billions of dollars}
Annual 1964 1965 1966
1964 | 1965 | 1966 I Ir | 11 | 1v I Il | III | IV I Il | IIL | IV
Manufacturing_ . .___| 22.13 | 26.73 | 28.89 | 5.10 | 5.41 [ 5.29 | 6.33 | 6.64 | 6.73 | 5.96 | 7.39 | 6.89 | 6.93 | 6.99 | 8.09
Durable goods 2___.] 10.99 | 14.03 ( 16.17 | 2.48 | 2,65 | 2.63 | 3.24 | 3.62 ( 3.68 | 2.84 | 3.90 | 3.87 | 3.78 | 3.71 | 4.81
Primary metals..{ 2.68| 3.38| 3.98( .50 | .77 | .58 .84 | .80 | .89 | .70 .99 .76 .91 .80 1.51
Electrical
machinery. ... .76 1.10| 150} .16 .20 .20| .20} .25 29| .24 31 446 | .32 .32 .41
Machinery
except elec-
trical_.. ... 176 | 2.55| 3.10 | .55 | .36 | .34 .52( .8 ( .43 .58 .72 L14 | .49} .56 .90
Transportation
equipment. ... 2,66 | 3.4 | 3.22| .49 .63} .77 | .78] .81 121 .56 1 .86 .59 | .96 .92 .76
Stone, clay and
glass_......_.._. .79 .87 .83 .19 .22 .18 .20 .28 .21 .20 .18 .14 .25 .18 .26
Nondurable
F goctl) i .14 | 12.70 | 12,72 1 2,61 | 2.76 | 2.68 | 3.10 | 3.02 | 3.06 | 3.13 | 3.49 | 3.02 | 3.15 | 3.28 | 3.27
ood an
beverage...._.. 1.19 1. 49 120 | .26 | .24 .27 .42 .32 .35 .47 .36| .30 | .36 .27 .36
Textile..__.______ .84 | 123 it .20 .19 .19} .26 .28¢ .32 .31| .33| .33 .28 .24 .25
Paper_......._... L1i| 134 .33 .19| .40| .23 | .29 .34] .34 | .31} .35} .35| .27| .45 .26
Chemical . .._.___ 252 | 296 3.37) .59 .60 .72| .61 | .71 { .76 .67 .76 ) .73 | .90 .94 .81
Petroleum. ... 429 430 401 110|103 | .97 (118 .98{1.03]1.05(1.24) .97 .95 .92} 1.18
Public utilities_._____ 6.41 | 9.32 10,68 |2.34 | 1.48 | 1.27 ) 1.32|3.30 | 1.75 | 1.44 | 2,83 | 3.38 { 2.28  2.28 | 2.T4

1, Starts are estimated by adding changes in carryover to expenditures during the given period.
2. Includes industries not shown separately.

Sources: U.S. Department of Commerce, Office of Business Economics, and Securities and Exchange Commission.
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to level off during the second half of
1967.

The expansion in the electric utilities
outlays this year is very heavy in
generating facilities, where spending,
according to trade sources, may rise
one-third, as it did in 1966. Ex-
penditures for transmission facilities are
scheduled to rise about one-sixth, and
those for distribution, a more moderate
7 percent.

Carryover of expenditures yet to be
made on projects already underway
rose to $10.3 billion at the end of 1966—
$2.3 billion higher than a year earlier.
The increase during the fourth quarter
was nearly $400 million. Investment
projects initiated during 1966 totaled
$10.7 billion, as against $9.3 billion in

“the previous year. Starts during the
fourth quarter aggregated $2.7 billion,
about the same as in the corresponding
period of 1965.

Transportation programs diverse

Airline and pipeline companies expect
to increase expenditures for new plant

SURVEY OF CURRENT BUSINESS

and equipment very substantially in
1967; all other carriers—particularly
railroads—are cutting back 1967 out-
lays from 1966 totals. The anticipated
rise of one-third in 1967 capital outlays
of airlines is the major factor in the 15
percent increase recorded for the non-
rail transportation industry as a whole.
Outlays for the group are expected to
rise throughout the year.

Railroads have cut 1967 capital
budgets to $1.5 billion, or one-fourth
below the $2 billion spent in 1966.
This reduction follows 4 years of very
rapid expansion in expenditures for road
and equipment. Under the current
programs of the railroad companies,
the cutback is somewhat sharper for
equipment than for road. The decline
centers in the first half year with a
leveling indicated for the second half.
Railroads had reported that their in-
vestment programs had been particu-
larly hard hit by the suspension of the
tax credit.

Table 6.—Manufacturers’ Evaluation of Their Capacity

[Percent distribution of gross capital assets] 1

End of month

1963 1964 1965 1966
Dec. | Mar. | June (Sept. | Dec. | Mar. | June | Sept. { Dec. | Mar. | June | Sept. | Dec
More plant and ejuipment needed
ANl manufacturing. ___________________ 40 36 38 39 43 42 47 49 48 51 50 50 47
Durable goods 2____ 38 36 36 36 41 42 49 53 50 52 51 51 49
Primary metals__ 48 45 45 43 44 48 53 53 53 61 56 58 54

Metal fabricators
Nondurable goods 2._.
Food and beverage.__
Chemical .. _________
Petroleum_______________.________ 33 23 23 24

About adequate

All manufacturing.

Durable goods 2__ o 49 53 55 56
Primary metals._ 3 33 39 42
Metal fabricators 3. __ - 59 63 64 64

Nondurable goods 2. . __

ood and beverage...._._.__.__.__ 52 64 58 56
Chemieal....._.._.___._._...__... 30 22 22
Petroleum....._.._.._..___.___._. 67 77 77 76

Existing plantand equipment exceeds
needs
All manufacturing...._._.____.____.__ 8 6 6 5
Durable goods2_____._. | 13 11 9 8
Primary metals_._... o2 22 16 15
Metal fabricators s_ _. .l 10 6 6 4
Nondurable goods 2. ____ - 3 3 3 3
Food and beverage........ ... 9 7 10 10
Chemieal. ... ... 1 1 1 11
Petroleum._._.._._______._________ *) * [O) [O)

6| 6| 6| 6| 5| 4| 5| 4 5

8| 8| 7| 7] 8| 6| 7| 7
4] 14| 15| 14f 14| 14| 4| 4] u
5| 5| 8| 2|_ 2| ‘2| 2| 1 3

3/ 3| 5| 4( 4| 3| 3| 3 4
um|l 9| w| o w|{ 7| 8] 7 8
1 1| 1 1] 1| 1| 1 1 1
®» o 6| 5| 4| 2| 2| 1 2

1. According to respondent companies’ characterizations of their plant and equipment facilities, taking into account their

current and (})rospective sales for the next 12 months.
2. Includes industries not shown separately.

3. Includes machinery, transportation equipment, and fabricated metals industries.

4. Less than 0.5 percent.

Sources: U.S. Department of Commerce, Office of Business Economics, and Securities and Exchange Commission.
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Changes in Sales, Actual and Anticipated

Percent

1
s MANUFACTURING

10— Anticipated

15
PUBLIC UTILITIES

63 64 65

66 67
Change From Previous Year's Actval
Data: OBE-SEC

§7-3-7

1960 61 62

_U.S.‘Dipartment of Commerce, Office of Business Economics

Other nonmanufacturing

In the communications-commercial
group, changes in capital outlays in
1967 are also mixed: Communications
and finance companies expect higher
capital outlays than in 1966, while
trade and construction companies an-
ticipate reduced capital investment.
For the group as a whole, a rise of 3
percent to $18.9 billion is indicated with
a generally rising trend during the year.

Mining companies anticipate an in-
crease of 8 percent in outlays from 1966
to 1967, with the rise attributable to
nonferrous metals and coal mining com-
panies. Rising investment throughout
the year is indicated for mining as a
whole.

Business Sales
Anticipations

For 1967, businessmen are generally
optimistic about sales prospects. Man-
ufacturers expect their sales in 1967
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to rise 7% percent over 1966; this
would be lower than the unusually
large actual increases of 9 percent in
1965 and 1966 but well above those of
the previous 2 years. The projected
rate for 1967 as a whole is about 4
percent above the January rate. Dur-
able goods producers are projecting a
sales advance of 8 percent, and non-
durable goods producers, 7 percent;
both are a little below the actual 1966
increases. Except for iron and steel,
all major manufacturing industries are
anticipating higher sales this year than
last, but in most cases, they expect
the gains to be smaller than those
achieved in 1966. Steel companies see
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sales holding close to those realized in
1966.

In the nonmanufacturing sector, sales
are also expected to maintain an upward
course in 1967. Public utilities look
forward to a sales advance of 6 per-
cent—the same as the actual rise in
1966. The advance projected by elec-
tric utility companies is somewhat
larger than that for gas companies.
Among trade firms, retail sales for 1967
are projected to be 8 percent more than
in 1966 and wholesale sales 3 percent
more. In both cases, the 1967 projec-
tions call for improvement from the
early 1967 rates. The anticipated rise
in wholesale sales is substantially under
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that actually achieved last year, while
the retail anticipation is for a larger
rise than in 1966.

Businessmen’s sales anticipations are
useful adjuncts to their investment
anticipations because the expected level
of sales underlies two key determinants
of investment—short-term capacity re-
quirements and earnings. Whether the
sales forecasts outlined above will be
realized remains to be seen. In the
past, as may -be noted in chart 7,
actual sales have frequently varied
substantially from forecasts; under
these circumstances, investment has
ordinarily been adjusted in the same
direction as the sales change.

Table 7.—Expenditures for New Plant and Equipment by U.S. Business,! 1965-67

[Billions of dollars]
Annual Quarterly, unadjusted Quarterly, seasonally adjusted annual rates
1965 1966 1967 1965 1966 1967
1965 | 1966 11967 2
I [ II [IX0|IV | I | X [IIZ{IV | I2 |TII2] 2d II|III{IV) I |II ([III}|IV] I2 |1IZ2| 2d
half 2 half 2
] I !
All Industries. . .........._.__ 51.96 60.63! 63.00:10.79,12.8113.41(14.95 12.77[15.29/15.57(17.00/13.83/15.84|33.33 49.00'50.35 52.75 55.35]58.00"60.10 61.25'62.80‘ 62.60 62.25|63.65
Manufacturing industries_.____._____________ 22.45/26.99) 27.94| 4.54] 5.47) 5.73| 6.72] 5.61| 6.78) 6.84} 7.75! 6.06| 7.00|14.89/20.75 21.55|23.00 24.15[25.60 26.80 27.55 27.75; 27.60 27.70(28.20
Durable goods industries.___.____.________ 11.40.13.99' 14.64) 2.25l 2.76| 2.91) 3.48( 2.87| 3.51| 3.54 4.07; 3.16' 3.60! 7.87|10.40{10.80(11.75/12.45 13.15'13.85 14.35 14.50| 14.45 14.25/14.90
Primary iron and steel___ ---| 193] 217, 2.31| .36 .44 .50| .62] .42] .54| .56| .65 .46 .56 1.29| 1.70| 1.80| 1.95 2.20| 2.00, 2.20, 2.20 2.25| 2.15 2.25| 2.40
Primary nonferrous metal. ... ___..._. .68 .86, .92) .14; .15/ .16 .22| .18 .22/ .20 .25| .18 .21 .52} .60) .60] .65 .80 .80; L90( .80 .90 ‘80{ .85{ 1.00
Electridal machinery and equipment.___| .85 1.19: 1.47] .15 .20 .22{ .29| .23| .20/ .30} .38 .31] .36, .81 .70| .80] .90| .95 1.10. 1.15' 1.20 1.25 1.45] 1.40[ 1.50
Machinery, except electrical .. ________ 2.21) 2.86] 3.51| .41 .51) .55{ .74] .61 .69 .68/ .88 .80 .81 1.90| 1.80{ 2.00| 2.35| 2.60! 2.70 2.70 2.90 3.10, 3.55 3.20{ 3.65
Motor vehicles and parts. .. _._.__.... 1.98) 1.93| 1.69, .43| .53| .52] .50 .43! .50 .50| .50| .36, .46] .87{ 2,10 1.95| 2.00{ 1.90; 2,10} 1.85 1.90] 1.90| 1.75 1.70| 1.65
Transportation equipment, excluding | |
motor vehicles.. .. . __._____ . . 1.060 .10f .13] .16 .18 .18} .28 .30; .32 .24! .26] .56| .45| .56/ .65 .60 .85| 1.15 1.25| 1.10[ 1.10' 1.05{ 1.05
Stone, clay and glass__ . . .86 160 .20 .20| .21, .19 .22 .24} .26/ .17) .22) .47 .75/ .75] .85| .80| .85 .85 .95/ .95, .80, .85 .90
Other durable g00d5 3. -....-.-.--0 -41| 298| 2.84) .51| .60 .60| .71| .62 .77) .76 .83| .64| .74l wias| | TTT) | LTTl | T l __________
Nondurable goods industries___.__________ 11.05:13.00( 13.30; 2.28 2.70) 2.82| 3.24| 2.74] 3.27| 3.30! 3.68| 2.89 3.39| 7.02/10.40(10.70(11.25:11.70/12.45:12.95,13.20 13.25 13.15 13.45'13.30
Food and beverage 1.24] 1.39 1.49| .25; .32 .32 .34 .31 .37 .34 .36| .34] .40; .76y 1.10! 1,20} 1.25| 1.35} 1.35| 1.40{ 1.35' 1.40{ 1.50 1.50, 1.50
. .200 .22) .26 .30| .27 .32 .28/ .26, .22 .25 .52/ .85 .85 1.05 1.10i 1.20| 1,25| 1.15; .95‘ 1.00, 1.00; 1.00
.22; .26 .30 .33} .30 .37 .39( .45| .38 .39 .78 1.05| 1.05{ 1.20( 1.20; 1.35 1.50( 1.50 1.60, 1.80; 1.55( 1.45
.85 .64 .63 .77) .6l| .75) .74] .88| .65 .76] 1.64| 2.50 2.50( 2.60| 2.70| 2.75, 3.00; 3.05; 3.15, 2.90| 3.00, 3.15
L7980 .092( .97) 1.14; .94) 1.08| 1.12) 1.28] .95 1.16] 2.48) 3.70! 3.75| 3.80| 4.00| 4.40| 4.35 4.40| 4.55; 4.40; 4. 70| 4.60
.07 .00 .09 .09; .08 .10| .11; .13t .11} .12] .29] .35 .40 .30| .30| .35/ .45/ .40} .45 .50 .50 .55
L19) .24 .25 .28] .24) .28 .31 .31{ .24{ .32y .56{ ___ | oo oo |eeo oo oo e e e
.20 .33 .32 .35/ .33 .40] .37| .38| .35 .40 .84] 1.25| 1.30] 1.25 1.35| 1.40| 1.55| 1.45 1.45] 1.50 1.55| 1.70
W39 .44 44| .46] .40 .55 .48/ .55| .38{ .37} .73 1,75 L.55 1.70| 1. 95 1.75] 2,00 1.85 2.35| 1.65 1,35 1.45
Transportation, other thanrail_.______.__.___ 2,81] 3.44| 3.94) .58 .77) ,72| .73| .75| 1.00| .82 .86] .78 1.13| 2,03| 2,55/ 2,70/ 3.00 3.00| 3.30{ 3.50| 3.40| 3.50 3.50 3.95 4.20
Public utilities_____.____.___________________. 6.94) 8,41] 9,15 1,32) 1,71 1.88 2.04] 1.60 2,09 2.36) 2,36 1.84] 2,40, 4,90, 6,80| 6.85 6,75 7.30] 8.25/ 8, 30| 8.55 8.50| 9.30| 9.50, 8.90
Communieation. . ____.__._ . ________________ 4.94] 5.62 1.08 1.24| 1.22) 1,41} 1,26} 1.42| 1.36| 1.58 4,55| 4.80( 5.05 5,30 5.35 5.50| 5.60 5.
i 18,91 4.42| 4.55 9.95 l 1119.10.18. 20 19,20
Commercialandother !______________________ 11.79112.74 2.59| 2.85; 3.10 3,25 2.83/ 3.06) 3.33 3.52 11, 30|11, 60, 11'95|12'25l12'35 12, 45112.85‘13. | |

1. Data exclude expenditures of agricultural business and outlays charged to current ac-

counts.

industries.

3. Includes fabricated metal, lumber, furniture, instrument, ordnance, and miscellaneous

2. Estimates are based on anticipated capital expenditures reported by business in late
January and February 1967. The estimates for the first quarter, second quarter, and second
half of 1967 have been adjusted when necessary for systematic tendencies in anticipatory data.
The adjustment for each industry and time period is based on the median ratio of actual to
anticipated expenditures for the past 5 years. However, no adjustment is made unless the
anticipations have shown a bias in the same direction in at least 4 of the last 5 years and in at
least two-thirds of all years since 1958. The only departure from this procedure is in the esti-
mate for retail trade (in the second half 1967) where the sample may be inadequate and the
suggested correction factor would yield an unusually large and unlikely figure.

4. Includes apparel, tobacco, leather, and printing-publishing.
5. Includes trade, service, finance, and construction.

NoTE.—Details may not add to total because of rounding. Data for earlier years were
published in the June 1956, March 1958, 1960, 1961, 1962, 1963, 1964, 1965, and 1966 issues of the
SURVEY OF CURRENT BUSINESS.

Sources: U.8, Department of Commerce, Office of Business Economics, and Securities and
Exchange Commission.



By WALTHER LEDERER and EVELYN M. PARRISH

The Balance of Payments, Fourth Quarter 1966

BOTH the liquidity and the official
reserve transactions balances worsened
from the third to the fourth quarter of
1966, after adjustment for seasonal
variations; the former by about $360
million, the latter by about $1.2 billion.

The surplus on goods and services
after seasonal adjustment declined
about $80 million, not as much as in
in the two preceding quarters. U.S.
Government grants and capital trans-
actions including changes in related lia-
bilities, other than Treasury securities
added about $80 million to the credit
side. Net outflows of U.S. and foreign
private capital (other than liquid
funds) increased about $200 million.
A major factor in the deterioration of
both balances was an adverse change
of nearly $450 million in unrecorded
transactions, which shifted from an
exceptional net credit of about $175
million in the third quarter to a rela-
tively high net debit of about $275
million in the fourth. This shift seems
to have been more a correction of a
temporary deviation in the third quarter
from the usual debit balance that has
prevailed in recent years, rather than
a reflection of more fundamental changes
in international transactions between
the United States and other countries.
Without this temporary deviation, the
third quarter liquidity balance would
have been more adverse, and the
official reserve transactions balance
less favorable than they actually were,
and the fourth quarter balances would
probably have been less adverse. Thus,
the liquidity balance would have
changed very little and might even
have improved from the third to the
fourth quarter, while the deterioration
in the official reserve transactions
balance would have been less pro-
nounced.
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The rise in net debits on goods and
services, Government grants and capi-
tal transactions, private capital flows,
and unrecorded transactions was in
part offset in the liquidity balance by
& $240 million increase in credits from
foreign official investments in time de-
posits or certificates of deposit with an
original maturity of one year or more.
In quality and hquidity these assets are
close to those usually included among
liquid assets and some central banks
consider them an acceptable investment
of their international reserves. The
liquidity balance—and in part the offi-
cial reserve transactions balance—was

also favorably affected by other finan-
cial transactions by U.S. or foreign
official agencies, which provide tempo-
rary relief to the balance of payments
of this or other countries. However,
the net receipts from these transactions,
principally advance debt repayments
by foreign countries, did not change
significantly from the third to the fourth
quarter. These transactions are listed
in table A.

The large fourth quarter deteriora-
tion in the balance measured on the
basis of official reserve transactions re-
flects a shift after seasonal adjustment
from a decline of more than $1 billion

CHART 8

U.S. Balance of International Payments— Cumulative Quarterly Data
Billion $ Billion $
1.0 1.0

BALANCE ON LIQUIDITY BASIS

BALANCE ON OFFICIAL
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in liabilities (both liquid and nonliquid)
to foreign official agencies in the third
quarter to a $250 million increase in
the fourth. In addition to the change
in capital transactions mentioned above
and in unrecorded transactions, this
shift reflected also a $450 million decline
in accumulations of liquid liabilities to
foreign private accounts.

Effects of domestic developments

The fourth quarter economic devel-
opments in the United States, princi-
pally the slowdown in industrial pro-
duction and the lessening of stringencies
in the capital markets, probably were
only partly reflected in the fourth quar-
ter balance of payments.

The much slower rise in U.S. imports
in the fourth quarter than earlier in the
year was due to a large extent to a $100
million decline in imports of a few
specific commodities (steel, petroleum,
and sugar), which had risen by excep-
tionally large amounts during the pre-
ceding quarter. Imports of other
commodities continued to rise. There
was no slowdown in the rise of consumer
goods imports, although imports of
capital equipment did not increase as
much as earlier in the year. The decline
in capacity utilization in manufacturing
industries during the fourth quarter is
not likely to have affected imports
during that period since the effects of
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such changes are usually delayed by
about one quarter.

The continued easing of reserve
stringencies relative to loan demands in
the banking system may have con-
tributed to the fact that after allowance
for seasonal changes, banks did not
continue to reduce their foreign assets.
This easing might have enabled banks
to resume net lending abroad were it
not for Federal Reserve guidelines on
bank loans to foreigners and the
Interest Equalization Tax on loans with
a maturity of 1 year or more. The new
guidelines issued in December are likely
to keep net outflows within rather
narrow limits, particularly loans to
other developed countries that are not
directly financing exports.

Improved cash positions of business
enterprises may have been a factor in
the rise in corporate capital outflows for
both direct and other investments.
These increased $300 million, after the
amounts obtained abroad through loans
and new security issues are deducted.
Most of the rise was in capital flows to
Western Europe and was reported by a
large number of firms rather than being
concentrated in a few large transactions.

Effects of foreign developments

Foreign economic developments af-
fected the balance of payments in sev-
eral ways. The decline in industrial
production in the United Kingdom and
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Germany and a slower rate of increase
in some of the other countries reduced
U.S. merchandise exports to the United
Kingdom and other Western European
countries to less than they were in the
corresponding period a year earlier.
This contrasted with the first three
quarters of the year, when exports were
higher than a year earlier, although the
year-to-year differences diminished "as
the year progressed. Exports to Can-
ada, where the rise in industrial pro-
duction also lessened, continued to
exceed those in the fourth quarter of
1965, but here, too, the growth from
the corresponding period of 1965 was
smaller than in the earlier quarters of
1966.

Export sales to Japan and the less
developed countries in Latin America,
Asia, and Africa remained strong.
This may have reflected the rise in the
foreign exchange earnings of these
countries in the latter part of 1965 and
in 1966, which resulted from the large
expansion in our merchandise imports,
from the rapid rise in our military ex-
penditures in East Asia, and perhaps
also from a rise in sales to other ad-
vanced countries. Since imports by
these countries usually lag behind their
earnings, the indirect effect of the
recent slowdown in business expansion
in the United States as well as in some
of the other advanced countries has not
yet been fully registered in our exports.

Table A.—Selected Transactions in the U.S. Balance of Payments

{Millions of dollars]

Transaction

Lines in tables 1, 2, 8 in which transaetions are included are indicated in ( )

Effect on balance measured on—

Liquidity basis

Official reserve transactions basis

1966

1965 1966

1966

1965 1966

I

Investment by foreigun official agencies in long-term time deposits or certificates of
deposit in U.S. banks (53)

Investment by international and regional organizations in long-term time deposits or
certificates of deposit and nonguaranteed U.S. Government agency bonds, less
sales in the United States of newly issued securities (53, 52, 34)

Nonscheduled repayments by foreign governments of U.8. Government credits (45)__
Nonscheduled repayments by Canadian Government of U.S. private credits (35) . __
Canadian Government purchases of IBRD bonds from U.8. owners (36) ...._.._..__
Postponement of new issues of Canadian securities (34) . - .. . oo ..

Liquidation of U.S. securities other than Treasury issues by United Kingdom
(Government and private) (62) ... ... e

Deferral of service on U.X. loan (18 and 44) . e

Foreign holdings of nonmarketable, nonconvertibie, medium-term U.S. Govern-
ment securities not associated with specific transactions (57) ... _..___..__._______

284
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The decline or slowing in the growth
of production in Europe has also led to
a relaxation of the previous tightness in
some of the European capital markets.
The decline in short- and long-term
interest rates has enabled U.S. corpora-
tions to increase their sales abroad of
newly issued securities to finance their
foreign investments, from $35 million
in the third quarter to $76 million in
the fourth.

The slowdown in foreign business
expansion also had an adverse effect on
incomes from direct investments. In-
comes obtained in the fourth quarter
were higher than a year earlier, but the
irregularities in the quarterly dividend
payments by foreign subsidiaries make
it difficult to compare changes on the
basis of quarterly figures. For 1966 as
a whole, incomes obtained from the
United Kingdom and from other West-
ern Europe declined although the in-
vestments from which these incomes
are obtained continued to grow.

The continued improvement in the
British exchange situation during the
fourth quarter resulted in a net flow of
dollars into official British reserves.
At the same time, the declining tight-
ness in the financial position of the U.S.
banking system reduced the banks’
need to raise their reserves by attracting
deposits through their foreign branches.
U.S. banks continued to attract deposits
from foreigners through their foreign
branches, but instead of adding these
funds to their reserves, they may have
started to relend them through their
foreign branches to foreign borrowers.

Both of these developments con-
tributed to a reduction in the net
accumulation of liquid dollar liabilities
to foreign private accounts in U.S.
banks, from about $1,260 million in the
third quarter to about $800 million in
the fourth (table 3, lines 10 and 11).
Even at this rate, however, accumula-
tions of liquid dollar liabilities to foreign
private accounts were much higher than
would be sustainable over the longer
run, and in the first 2 months of 1967,
the accumulations were reversed as
major amounts were shifted back to
official accounts.

The fourth quarter decline in the
growth of liquid liabilities to foreign
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private accounts did not affect the
balance of payments measured on the
liquidity basis, since it was offset by a
faster growth in liabilities to foreign
official accounts. -However, the decline
was a major factor in the deterioration
of the balance measured on the official
transactions basis from the very favor-
able, but temporary, level attained in
the previous quarter. At that time,
British official agencies had to sell
dollars that U.S. banks had attracted
through their foreign branches by
offering exceptionally high interest rates.

Goods and services

The balance on goods and services
(after seasonal adjustment) was at an
annual rate of $4.5 billion in the fourth
quarter, as compared with $4.8 billion
in the third. The worsening in the
balance was less than half as large as
it had been in the two preceding
quarters, mainly because of a much
slower rise in merchandise imports.

Nonmilitary exports, at a seasonally
adjusted annual rate of $29.6 billion,
were little changed in the fourth quarter,
following a substantial rise in the
third! A decline in shipments of
agricultural goods was offset by con-
tinued gains in nonagricultural com-
modities.

Exports of wheat and other grains,
after seasonal adjustment, declined sub-
stantially, following record shipments
in the third quarter. However, de-
creases in grain exports were partly off-
set by increased soybean exports and
also by further recovery in cotton
exports. Cotton exports began to im-
prove in August with the adoption of a
new U.S. policy permitting cotton
prices to be set by world market
conditions.

A large part of the rise in nonagricul-
tural exports in the fourth quarter was
in shipments of automotive equipment
to Canada. Machinery exports re-
mained buoyant, but did not increase
as much from a year earlier as they had
in the first three quarters of the year.

1. Based on revised seasonal adjustments for recorded
total merchandise exports and imports recently issued by
the Bureau of the Census. See table 4. The revisions will
be incorporated in the balance of payments tables in the
June 1967 SURVEY.
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New export orders for machinery in the
fourth quarter were about the same as
in the third, and the rate of increase
from the corresponding period a year
earlier was slower than in the first three
quarters of 1966.

Imports in the fourth quarter were
at a seasonally adjusted annual rate of
$26.7 billion, as compared with $26.4
billion in the preceding quarter. The
marked slowing in the increase reflected
partly a reaction from the exceptionally
large rise for some major commodities
in the third quarter. Steel and petro-
leurn imports declined after a third
quarter bulge, and imports of other
industrial supplies also fell. The de-
crease in imports of industrial supplies
was accompanied by substantially
smaller withdrawals from national
stockpiles of industrial materials that
are normally imported. Machinery im-
ports increased slightly in the fourth
quarter, following large gains in each
of the three preceding quarters. How-
ever, imports of automotive equipment,
especially from Canada, continued to
expand, and imports of nonfood con-
sumer goods also increased. Imports
of foodstuffs were relatively stable ex-
cept for sugar. Sugarimports decreased
in the fourth quarter after a sharp rise
in the third, when newly expanded
import quotas were announced.

Military expenditures continued to
rise in the fourth quarter and reached
an annual rate of $3.8 billion. Ex-
penditures in Asia were at an annual
rate of almost $2 billion, as compared
with $815 million in 1964, before the
military buildup in Southeast Asia
started. The fourth quarter rise in
expenditures in Asia was partly offset
by a decline in expenditures in Western
Europe.

Fourth quarter receipts from fees and
royalties and income from direct in-
vestment abroad dropped about $110
million after seasonal adjustment. This
reduction in receipts was partly com-
pensated for by a decrease of $30
million in private income payments.
Government income receipts in the
fourth quarter included $68 million in
interest paid by the United Kingdom
government on the British loan; in the
2 preceding years similar interest pay-
ments had been postponed.



March 1967

Government grants and capital
transactions

U.S. Government grants and capital
outflows (net of scheduled loan repay-
ments and associated liabilities) were
$0.8 billion in the fourth quarter, as
compared with $0.9 billion in the third
quarter. Also included in the fourth
quarter figure was a credit of $70 million
resulting from resumption of the year-
end scheduled repayment of principal
on the British loan after 2 years of
deferments.

Government capital outflows in the
fourth quarter were reduced by a credit
of about $110 million resulting from a
replacement by a letter-of-credit ar-
rangement of a previous capital sub-
scription to the Interamerican Develop-
ment Bank (IDB). The counterpart
to this credit is a debit entry in Govern-
ment liabilities associated with U.S.
grants and capital outflows (table 5,
line B9, and tables 1, 2, and 8, line 56),
representing a corresponding decline in
the holdings by the IDB of noninterest-
bearing U.S. Government securities
that had been issued when the capital
subscription was made.

US. Government transactions also
included receipts of $192 million from
nonscheduled debt repayments by Ger-
many. The governments of the United
States and West Germany understood
that this receipt would reduce by an
equal amount German orders and pay-
ment for military equipment under the
provisions of the current offset agree-
ment. Under this agreement, Ger-
many also paid $250 million near the
end of the year to finance purchases
of military equipment. The current
offset agreement provides that $1,350
million be paid to us over a 2-year
period ending June 30, 1967, but does
not include a specific schedule for these
payments. The $1,350 million in the
offset agreement is roughly equivalent
to the amount of U.S. military ex-
penditures in Germany during a 2-year
period as estimated at the time the
agreement was made,

Private capital transactions

The fourth quarter outflow of U.S.
private capital (after seasonal adjust-
ment) rose nearly $400 million to
$1,140 million. Included in that total
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were reinvestments of $76 million
borrowed abroad through U.S.-incor-
porated financing affiliates of U.S.
firms. The total U.S. private capital
outflow excluding those funds was
$1,065 million in the fourth quarter, or
about $320 million above the average
in the first three quarters of 1966.

Estimates of the sources and uses
of funds borrowed abroad by domestic
subsidiaries of U.S. corporations spe-~
cially organized to help finance direct
investment abroad are included in
table B. The line numbers refer to
the lines in tables 1, 2, and 8 in which
these transactions are included. Funds
borrowed abroad directly by U.S,
parent organizations are not included
in this table, but are included in lines
54 and 55 of tables 1,2, and 8. (Funds
borrowed abroad by foreign subsid-
iaries of U.S. corporations are excluded
from table B as well as from the
regular balance of payments tables
because these transactions are con-
sidered to take place between foreign
residents. However, such borrowing
improves the balance of payments if
it results in a lower capital outflow
from the United States.)

In the fourth quarter, the outflow for
U.S. private direct investment (exclud-
ing funds raised abroad by the specially
organized domestic financing subsidi-
aries) amounted to $880 million after
seasonal adjustment; this was about
$180 million higher than in the previous
quarter. The increase in the outflow
to Western Europe exceeded that of the
total but was offset by decreases to
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other areas. Outflows to Canada con-
tinued to be well above those a year
earlier and included sizable amounts for
the automotive industry. Transactions
with the rest of the world—primarily
the oil-producing countries—resulted in
a return flow of capital and reflected a
seasonal accumulation by parent oil
companies of funds required for tax
payments scheduled in subsequent
periods.

U.S. purchases of newly issued foreign
securities in the fourth quarter de-
creased to $182 million, after seasonal
adjustment, from $275 million in the
third. Nearly half of the decline was
in purchases of bonds issued by the
International Bank for Reconstruction
and Development (IBRD). About
three-fourths of the new issues in the
fourth quarter were Canadian; these as
well as all other fourth-quarter issues
were exempt from the Interest Equal-
ization Tax.

Other transactions in foreign secu-
rities resulted in net liquidations of $54
million, an amount only half as large
as in the third quarter, after omission
of a special purchase of $23 million of
IBRD bonds by the Canadian Govern-
ment from U.S. owners in the third
quarter. The continued net liquida-
tions of U.S. holdings of foreign secu-
rities are partly the result of the Interest
Equalization Tax, which applies to
all purchases of outstanding foreign
securities.

Liquidations of long-term claims
reported by banks continued in the
fourth quarter, and amounted to $156

Table B.—~Sources and Uses of Funds Borrowed Abroad by Domestic Subsidiaries of U.S.
Corporations Specially Organized to Finance Direct Investments Abroad

[Millions of dollars]
1965 1966
Line (Credits +, debits —) 1965 1966
11X v I 1I ang v
Sources of funds:
52 Transactions in U.8. securities other than
Treasury issues. - ..._.o_c_.______.._.. 191 586 19 172 184 201 35 76
54 Long-term liabilities reported by U.S.
private residents other than banks_._.._. 15 19 . 15 |oceooaon ) U I IR SO
Uses of borrowed funds:
33 Direct investment. ... .. _________ —60 | —398 -1 —59 —30 | —247 —36 —85
40 Short-term claims reported by U.S. resi-
dents other than banks__.......___.__.__ -146 | ~201 —18 | —128 | -—148 —63 1 9
59 Foreign deposits and money market paper
held in the United States.....___________|....... 1 P P Pt T PO PR USRS

Source: U.S. Department of Commerce, Office of Business Economics.
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million after seasonal adjustment, as
compared with $84 million in the third
quarter. Short-term claims, on the
other hand, increased $140 million in
contrast with a net liquidation of $20
million in the third quarter and a net
liquidation of $52 million in the first
half of the year. Outstanding bank
claims under the Federal Reserve
program at the end of 1966 were
$864 million below the ceiling suggested
by the 1966 guidelines.

Long- and short-term claims reported
by U.S. residents other than banks
rose nearly $110 million to $155 million
in the fourth quarter after seasonal
adjustment. In 1966 as a whole, these

Billion $
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claims increased $385 million, including
$200 million representing the temporary
investment by U.S. corporations of
funds obtained from the sale abroad
of newly issued securities.

The balances

U.S. official reserve assets increased
$6 million during the fourth quarter
after an $82 million drop in the third.
The fourth quarter increase was com-
posed of a $121 million decline in the
gold stock, a $46 million decline in the
gold tranche position in the IMF,
and a rise of $173 million in holdings
of convertible currencies. Holdings of
continental European currencies in-

i v : e [ S CHART 9
Selected U.S. Private Capital Outflows— Cumulative Quarterly Data
Increase in assets (4 )
Billion $
4
DIRECT INVESTMENT CLAIMS REPORTED BY BANKS NONBANKING CLAIMS*
3
- 2
1
wed o
" 1966
- \ — .
T~ 965
R
-1 | I f | ] | | J { -1
Mar. June Sept. Dec. Mar. June Sept. Dec. Mar. June Sept. Dec.

Seasonally Adjusted

Seasonaily Adjusted

Seasonally Adjusted

ized to finance direct investments abroad.

*Excluding funds borrowed abroad by d ies of U.S. corp

.. Department of Commerce, Office of Business Economics

specially
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creased more, but holdings of British
sterling, which had increased nearly
$500 million in the third quarter, de-
clined slightly. The $167 million
decline in the gold stock and in the
gold tranche position was less than in
any of the earlier quarters of 1966.

The combination of the $534 million
rise in liquid liabilities less the $6 million
increase in official reserve assets equals
the $528 million adverse balance meas-
ured on the liquidity basis. Seasonal
adjustments raised the adverse balance
by $30 million to nearly $560 million.
The comparable balance in the third
quarter was adverse by $200 million.

The combination of a $159 million
decline in liquid liabilities to foreign
official agencies, a $338 million increase
in liabilities with an original maturity
of 1 year or more, and a $6 million rise
in official reserve assets equals the $173
million adverse balance measured on
the official reserve transactions basis.
Seasonal adjustments of about $70 mil-
lion raised the adverse balance to $244
million. This compares with a favor-
able balance of $952 million in the
third quarter.

The liquidity balance for the fourth
quarter was improved by about $320
million through investments by foreign
official agencies in time deposits and
time deposit certificates with an original
maturity of 1 year or more. It was
also improved by $53 million through
the purchase by a foreign official agency
of nonmarketable, nonconvertible, me-
dium-term U.S. Government securities.
The shift by foreign official agencies
from liquid to these types of assets did
not affect the balance measured by offi-
cial reserve transactions.
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Table 1.—U.S. International Transactions
[Millions of dollars}
1965 1966
Line) (Credits -; debits ~) 1965 1966
I II III v I I Ir- IVe
1 | Exportsof goodsand services. ... _.__ .. ... ... » 40,621 N.A. 78,969 | »11,032 »9,700 | » 10,920 N.A. N.A. N.A. N.A.
2 Excluding transfers under military grants____________________________.___ 38,993 42,910 8,597 10,367 9,428 10,601 10,213 10,835 10,401 11,461
3 Merchandise, adjusted, excluding military 1 . ____________ 26, 276 29,180 5,615 7,032 6, 331 7,298 77,076 7,365 6,973 7,766
4 Transfers under military sales contracts. 844 908 2 229 199 216 198 260 215 235
5 Transfers under military grants, net_. } 71,628 N.A. » 372 ? 665 »272 » 319 N.A. N.A. N.A. N.A.
6 Transportation . o ... oo e eeae 2,415 2,585 508 638 631 638 595 645 692 653
7 B 3 ) SN 1,212 1,417 232 340 370 270 274 388 455 300
8 Fees and royalties from direct investments 909 1,051 202 206 224 277 229 243 272 307
9 Other private services.................... N 1,152 1,269 286 287 287 292 316 320 312 321
10 Other U.S. Government serviees._ - ... ocoooiii o 284 320 68 71 73 72 72 82 76 90
Income on U.S. investments abroad:
11 Direct investments 2. il 3,961 3,978 1,036 1, 060 849 1,016 965 979 891 1,143
12 Qther private assets... - 1,428 1, 607 344 369 343 372 374 413 306 424
13 U.8. Government asSetS. - ..o e c e 512 595 106 135 121 150 114 140 119 222
14 | Importsof goods and Services . . ... ... .covovomee o ~32,036 | —37,614 | —6,809] ~8,183] --8,521| -—8,523 | —8,482| —9,321 | —10,063 —9,748
15 Merchandise, adjusted, excluding military 1. ... e ~21,488 | —25,507 | ~4,597 —5,488 | —5,487 | —5,016 [ ~5896 | r— 6,273 | —~6,540 ~6, 798
16 Military expenditures —2,88 ~3,649 - —701 —745 =771 —854 —899 ~934 —962
17 Transportation . - ... oo e ~2,691 | —2,903 -559 ~766 ~722 ~644 —630 ~795 —793 —685
18 rAVel o e e c—mem e —2,400 | ~2,623 —398 —619 —919 —464 ~—412 —685 -1,016 —510
19 Private payments for other services - —384 -~430 ~102 —95 ~93 —94 —108 —107 —106 —109
20 U.S. Government payments for other services. ... oovocomoccoracococaoon! —546 - —112 =17 ~171 —146 —142 —-133 —195 —~164
Income on foreign investments in the United States:
21 Private payments 2 . i e —1,158 | —1,311 —~255 —280 —266 —357 —302 —204 —~339 -376
22 U.8. Government paymen R —~488 —557 —122 —-117 —118 —131 —138 —135 —140 —144
23 | Balance on goods and services (linesland 14)...... ... » 8,585 N.A. » 2,160 7 2,849 » 1,179 » 2,397 N.A. N.A. N.A. N.A.
24 Excluding transfers under military grants (lines 2 and 6,957 5,296 1,788 2,184 907 2,078 1,731 1,514 338 1,713
26 | Unilateral transfers, net; transfers to foreigners {(—). . coooooimmmoraccomaa. 7 —4,422 N.A. | 7-1,035 | » —1,461 » 938 » —988 NL.A. N.A. N.A. N.A.
26 Excluding militarygrants_ ... . . ... —2,794 | —2,907 ~663 —796 —666 —~669 —~850 —~760 —652 —645
27 Private remittances. ... .. iee —628 —629 —153 —153 —152 -~170 ~155 —154 —149 —-171
28 Military grants of 200ds and Services. . ... ?—1,628 N.A. » 372 v —665 ? 272 » 319 N.A. N.A. N.A. N.A.
29 Other U.8. Government grants I_________ ... il —1,800 | —1,915 —437 =510 —431 —422 —614 —526 —~385 ~390
30 U.8. Government pensions and other transfers... ... ... e ... —366 ~363 —73 ~133 ~83 =77 —81 —80 —118 —84
31 | Balance on goods, services, and unilateral iransfers (lines 23 and 25, or 24
and 26) & e 4,163 2,389 1,125 1,388 241 1,409 881 754 —314 1,068
32 | Transactions in U.S. private assets, net; increase in assets (—).__._.c.ooooo... -3,690 | —3,911 -1,537 —524 ~424 | ~1,205 ~862 | —1,271 ~344 —1,434
33 Direct investments 2. e e el ~3,371 | -3,363 | -—1,148 —936 —419 —868 —623 | -1,053 —587 ~-1,100
34 Foreign securities newly issued in the United States. 1 1,206 —1,105 ~302 —329 —304 =271 —455 —275 —-199 —-176
35 Redemptions. _______.________________ . ... 222 405 55 52 42 73 118 123 75 89
36 Other transactions in foreign securities. - .o 226 274 49 130 53 —6 17 72 131 54
Claims reported by U.S. banks:t
37 LoD 0O e —-231 329 —461 201 -41 70 127 1 102 99
38 Short-term . . e 325 —68 23 176 260 —134 145 -59 229 —383
Claims reported by U.S. residents other than banks:1
39 Long-term. .. . omian- —91 —116 6 -6 —20 -7 —17 -53 -29 -17
40 Short-term___ ... _____ ... e 436 -267 241 188 5 2 —174 -27 —66 *)
41 | Transactions in U.S. Government assets, excluding official reserve assets,
net; increase in assets (—) ... ... cei e icmemeeecmm————a —-1,575 | —1,481 —336 —582 —225 —432 —300 —556 —350 275
42 Loans and other long-term assets 1. . oo cem——am—an —2,493 | —2,443 —648 —689 ~500 -—656 —574 —648 —631 —590
43 Foreign currencies and other short-term assets 1. ... .___.___. 16 —265 150 —64 ~116 46 91 —90 —131 —135
Repayments on credits:
44 Scheduled . _ . e eae 681 799 152 166 208 155 180 175 186 258
45 Nonscheduled . . e 221 428 10 5 183 23 3 7 226 192
46 | Transactions in U.S. official reserve assets, net; increase in assets (=) _._.._._ 1,222 568 842 68 41 271 424 68 82 —6
47 1,665 571 832 590 124 119 68 209 173 121
48 ~349 —540 —58 —56 —413 178 222 —163 —426 ~173
49 —94 537 68 —466 330 ~26 134 22 335 46
50 | Transactions in foreign assets in the United States, net; increase in foreign
assets (U.S. Habilities) (4) o oo eem 309 3,024 -332 —388 714 315 —87 1,053 860 1,198
51 Direct investments 2. ___ el 7 -21 90 —91 41 31 37 11 —142 73
52 U.8. securities other than Treasury issues.. —~443 881 35 —256 —235 13 178 504 110 89
53 Long-term liabilities reported by U.S. banks 204 930 152 43 —51 60 55 r451 97 327
Other liabilities reported by U.S. private residents other than hanks:
54 Long-term. .. e 19 122 8 -5 10 6 28 20 31 43
55 Short-term 146 246 -5 68 39 4 39 57 92 58
Liabiliqi{;s olr U.8. Government, excluding marketable or convertible se-
curities:
56 Associated with specific transactions. .. ... 204 59 45 111 —56 103 5 —45 78 21
57 Other nonmarketable, nonconvertible, medium-term securities..__...... -7 —49 | -1 *) —6 —53 -26 -23 53
58 U.8. Government marketable or convertible bonds and notes!._...__._... 471 —1,561 -39 78 156 ~148 —547 —295 —527 -192
59 Deposits and money market paper held in the United Statesi.___......__ 68 2,417 —~618 —335 809 212 171 r376 1,144 726
60 | Errors and omissions, net.. ... ... —429 —~589 238 38 —347 —~358 —56 —~48 66 =551

r Revised. » Preliminary. *Less than $500,000 ().
N.A.—Not available, ’ :

1. Details for lines 3 and 15 are given in table 4; for lines 29, 42, 43, 56, and 57, in table 5;

for lines 37 through 40, in table 6; and for lines 58 and 59, in table 7.
2. Excludes undistributed profits of subsidiaries.

3. Numerically equal to net foreign investment in U.S. national income and product

accounts. X
4. Reflects $259 million payment of gold portion of increased U.S. subscription to the
IMF in the second quarter of 1965.

Source: U.S. Department of Commerce, Office of Business Economics.
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Table 2.—~U.S. International Transactions—Seasonally Adjusted
[Millions of dollars]
1965 1966
Line (Credits+-; debits~)
1 I III v Ir IIr II- IVe
1 | Exporis of goods and services. _______ el 79,148 | » 10,801 | » 10,288 | » 10,384 N.A. N.A. N.A. N.A.
2 Excluding transfers under military grants____ ... ... 8,776 10,136 10,016 10,065 10,480 10,558 10,943 10,929
3 Merchandise, adjusted, excluding military 1. eiecicciceaan 5,625 6, 798 6,826 7,027 7,164 7,008 7,426 7, 502
4 Transfers under military sales contracts. .. 200 229 199 216 198 260 215 235
5 Transfers under military grants, net_.. »372 ? 665 » 272 » 319 N.A. N.A. N.A. N.A.
6 TranSPOr At ON . e meem 546 620 617 632 640 627 671 647
7 DrAVe] L oo e e m e mm e 282 295 305 330 333 337 373 374
8 Fees and royalties from direct investments 208 220 239 242 235 250 285 272
9 Other private services_ .. ...___._._....._ 286 287 287 292 316 320 312 321
10 Other U.S. Government ServiCes. ... e 68 71 73 72 72 82 76 90
Income on U.8. investments abroad:
11 Direct investments 2. . e eeae 1,074 1,112 964 811 1,005 1,026 1,024 923
12 Other private assets._.. 348 358 357 365 379 401 412 415
13 U.S. Government a8setS . .. e cm e e e 139 146 149 78 148 148 149 150
14 | Imports of goods and services_.__.____ il —7,164 | —8,087 | —~8,245 | -8,540 -—8,898 | —9,175 | —9,737 —9,804
15 Merchandise, adjusted, excluding military 1 . iieecieemecee. —4,656 | —~5,481 | —~55895 | —5,756 ~5,080 | —6,220 | -—6,639 —6, 668
16 Military expenditures. ~664 —701 —745 =771 —854 —899 —034 —962
17 TransPortation ... . —638 —~686 —661 ~706 ~719 —-712 —1725 -747
18 0 U R R —597 ~586 —~603 —614 —642 —643 —664 —~674
19 Private payments for other services_... - ~102 —95 —93 —94 —108 —-107 —-106 —109
20 U.8. Government payments for other services. . ciaiccean —134 —134 —137 ~141 ~159 ~157 —159 ~159
Income on foreign investments in the United States:
21 Private payments 2 —251 —287 —293 —-327 -298 -~302 —370 ~341
22 U.S. Government payments. ... —122 —117 —118 —131 —138 —135 -140 ~144
23 | Balance on goods and services (linesland 14)__. .. _____ . 71,984 » 2,714 » 2,043 » 1,844 N.A. N.A. N.A. N.A.
24 Excluding transfers under military grants (lines2and 14). ... 1,612 2,049 1,771 1,525 1,582 1,383 1,206 1,125
25 | Unilateral transfers, net; transfers to foreigners (—) ..o oot v ~1,034 |7 —1,433 » —991 » —964 N.A. N.A. N.A. N.A.
26 Excluding military grants___ e —~662 —768 -719 —~645 —852 —736 —698 —621
27 Private remittances. . e ~154 ~155 —161 —158 —155 —156 —159 —159
28 Military grants of goods and services. » —372 ? —665 » 272 » 319 N.A. N.A, N.A. N.A.
29 Other U.S. Government grants ! ____________ ~435 —4380 —475 —410 ~616 ~5C0 —421 ~378
30 U.8. Government pensions and other transfers___ -73 —133 ~83 -~77 —81 ~80 -—118 —84
31 | Balance on goods, services, and unilateral transfers (lines 23 and 25, or24and 26) 3_______._.___... 950 1,281 1,052 880 730 647 508 504
32 | Transactions in U.S. private assets, net; increase in assets (—) ... _________ —1,605 —346 —827 ~912 ~928 [ ~1,094 —748 -~1,141
33 Direct investments 2. S -1,212 —859 ~569 —731 —687 —~976 —737 —063
34 Foreign securities new. ued in the United States. . —306 —244 —380 ~276 —459 —189 —275 -182
35 Redemptions. .. eeciecicas 55 52 42 73 118 123 75 80
36 Other transactions in foreign securities . .. ... s 49 130 53 ~6 17 72 131 54
Claims reported by U.S. banks: !
37 70 T 1 O SO N ~468 169 —58 126 122 —~33 84 156
38 [T e 0] £ 2 3« U 21 144 51 109 143 -91 20 —140
Claims reported by U.S. residents other than banks: !
39 LoD TN . o o o o e e e mmm e ———— [] —6 -20 -7 -17 —53 -29 -17
10 1R 0000 ) OO 250 268 54 —136 —~165 53 —17 -138
41 | Transactionsin U.S. Government assets, excluding official reserve assets, net; increase in assets (—).. —367 —469 —268 —471 —341 —~452 —376 ~312
42 Loans and other long-term assets 1 i emicccieeen _ _ . _ _ _ _
43 Foreign currencies and other short-term assets 1. . ... ... oo cecneanae } —~554 661 642 620 540 655 780 733
Repayments on credits:
44 Scheduled . i edacmmmeaas 177 187 191 126 196 196 178 229
45 Nonschedumled . oo e e mmmam e —————— 10 5 183 23 3 7 226 192
46 | Transactions in U.S. official reserve assets, net; increase in assets (=) - oo oo coaiooot 842 68 41 2711 424 68 82 -6
47 GO 4 e mme e menn 832 590 124 119 68 209 173 121
48 Convertible currencies......___ —-58 —56 —413 178 222 —163 —426 —173
49 Gold tranche position in IMF ¢ 68 —466 330 ~26 134 22 335 46
50 { Transactions in foreign assets in the United States, net; increase in foreign assets (U.S. liabilities)
() o oo e e e e e e m i m e m e 180 —425 242 312 409 1,026 361 1,228
51 Direct Investments 2 e em e 90 =91 41 31 37 11 -142 73
52 U.8. securities other than Treasury issues.... 35 —256 —235 13 178 504 110 89
53 Long-term liabilities reported by U.8. banks. ..o 152 43 —51 60 55 451 97 327
Other ligbilities reported by U.8. private residents other than banks:
54 7703 1T o o U 8 -5 10 6 28 20 31 43
55 ES 3T o A 1) oo OO ~5 68 39 44 38 57 92 58
Liabilities of U.S. Government, excluding marketable or convertible securities: !
56 Associated with specifie transactions. ...l 45 111 —55 103 5 —45 78 21
57 Other nonmarketable, nonconvertible, medium-term seeurities. ... oo oo e -1 ™ —6 —~53 —~26 —23 83
58 U.8. Government marketable or convertible bonds and notes ! ... ... ... .. ...
59 Deposits and money market paper held in the United States . __ _ ______ .. . ___ ... } —145 —204 493 61 120 54 18 64
60 | Errors and omissions, met ... e —m—man 0 —109 —240 —80 —294 —195 173 -273

r Revised.  » Preliminary.  N.A.—Not available.  *Less than $500,000(+;

1.

for lines 37 through 40, in table 6; and for lines 58 and 59, in table 7.

2.
3.

).
Details for lines 3 and 15 are given in table 4; for lines 29, 42, 43, 56, and 57, in table 5; the second quarter of 1965.

Excludes undistributed proﬁts of subsidiaries.
Numerically equal to net foreign investment in U.S. national income and product

accounts.

Source: U.S. Department of Commerce, Office of Business Economics.

4. Refiects $259 million payment of gold portion of increased U.S. subscription to IMF in
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Table 3.—U.S. Balance of Payments and Reserve Position
[{Millions of dollars)
1965 1966 Amounts
Line; 1965 1966 outstand-
ing Dec.
1 I 111 v 1 II III Ve 31, 1966
Balance on liquidity basis—measured by increase in U.S. official
reserve assetas and decrease in liquid linbilitles to all foreigners:
1 Seasonally adjusted; decrease in net assets (—)._...._....... -1,337 | ~1,424 ~697 226 —534 —332 ~544 ~122 -~200 ~568 {.o oo
2 Less seasonal adjustment_ ... oo ee e ~512 37 472 3 —496 27 499 ~30 |
3 Before seasonal adjustment (lines 4 and 8, with sign reversed).| —1,337 | —1,424 —185 189 | —1,006 —335 —48 —149 —699 —528 jeeeeonn
4 U.S. official reserve assets (table 1 line 46); increase (—)._... .| 1,222 568 842 68 41 271 424 68 82 -6 14,882
5 GOl L. e 1, 665 571 832 590 124 119 68 209 173 121 13,235
6 Convertible currencies. .. —349 —540 —58 —~56 —413 178 222 —~163 —~426 —173 1,321
7 IMF gold tranche position 1. ... ... —04 537 68 —466 330 —~26 134 22 335 46 326
8 Liquid liabilities to all foreigners (table 1, lines 58 and 59);
Aeerease (—) . ..o ceiceeeeen 115 856 ~657 —257 965 684 —376 81 617 534 29, 840
9 To official agencies. ... -17 | —-1,574 —860 ~107 253 697 ~851 54 —618 -159 14,688
10 To commercial banks 2 __ ... ___...__ 116 2,731 164 —206 697 ~539 404 316 1,162 849 9,963
11 To other foreign residents and unallocated 3. . 306 224 104 82 72 48 109 66 96 —47 4,283
12 To international and regional organizations......._...._. —290 —525 —65 —26 —57 —142 —38 —355 -23 ~109 906
Balance on official reserve transactions basis—measured by in-
crease in U.S. official reserve assets and decrease in liquid and
certain nonliquid liabilities to foreign official agencies:
13 Seasonally adjusted; decrease in net assets (—)...._......... ~1,305 271 —618 239 232 | ~1,158 —~234 —203 952 —244 | ...
14 Less seasonal adjustment. ... __ ... oo i el —659 184 508 —-33 —636 182 525 =T e
15 Before seasonal adjustment (lines 16 through 18, with sign
TOVeISEA) a oo o] -1,305 271 41 56 -~276 | —1,125 402 —385 427 =178 | e
16 U.8. official reserve assets (line 4); increase (—)..__.._._. 1,222 568 842 68 41 271 424 82 —6 14, 882
17 Liquid liabilities to foreign official agencies (portion of
©9); AeCTense (—) o oo e onne —-17 | —1,574 —~860 ~107 253 697 ~851 54 —618 ~1569 14,688
18 Certain nonliquid Habilities to foreign official agencies;
B Y o R SRR 100 735 —23 ~16 ~18 157 25 263 109 338 1,386
19 Liabilities reported by U.S. private residents (table
1, portions of lines 53 through 55). .. -38 736 -21 —29 ~16 28 43 284 86 323 856
20 Liabilities reported by U.8. Government (table 1,
portions of lines 56 and 57) 138 -1 -2 13 -2 129 ~18 -21 23 15 530
» Preliminary. 2. Includes deposits of foreign branches of U.S. banks and of foreign commercial banks,
1. Reflects $259 million payment of gold portion of increased U.S. subseription to the IMF  associated with their U.S.-dollar denominated liabilities to foreign official agencies.
in the second quarter of 1965. 3. May include U.8. Government bonds and notes held by foreign commercial banks.



Table 4.—U.S. Merchandise Trade

[Millions of dollars]
Seasonall '
1965 1966 y adjusted
Line 1965 | 1966 » 1965 1966
I IIt 1 v I )11 Ir {1ve | 1t It jued v I I II [ IV»
! Ml‘fm‘:?)':dme exports, adjusted (1ablo 1 1 oe,216 | 20,150 | 5,615 | 7,032 | 6,381 | 7,208 | 7,076 | 7,365 | 6,973 | 7, 766 | 5,625
e 3} - e e e 'y , 180 s s > » ’ ’ » s N 6,798 | 6,826 | 7,027 | 7,
2 | Plus merchandise exports, other than ' ’ H164 1 7,088 | 7,426 | 7,502
military grant shipments excluded
from line 1 but included in Census
data ? . 631 429 98 125 175 233 96 125 97 b5 5 I IR SRRSO RN S NS S
3 | ILess merchandise exports includedinline §  + L | b p b T e T mn s m e e o
1 but excluded from Census data 3._.._. 123 183 36 29 25 33 39 55 54 2 SRR SERSUON VNN SOOI AU SO B
4 | Less miscellaneous and special adjust-y ¢ | ¢ { A (b v 4 A T UyTtTTRyTTTyrttttre-
ments to Census data incorporated in
linel,met 4. . . ... 84 30 84 -2 2 50 ... Lt I (SRR USRS PSRRI (SSR SRR T SO R
5 | Equals: Merchandise exports, Census} |  { {+ { | ¢+ | v Vv vV UTUyTTTTYVFYTrTTYyFT
basis, including reexports, excluding
military grant shipments* . ... -- | 26,700 | 29,396 | 5,593 | 7,130 | 6,481 | 7,496 | 7,083 | 7,435 | 7,036 | 7,842 | 5,569 | 6,872 | 6,959 | 7,186 | 7,171 | 7,178 | 7,499 | 7,388
6 | Plus military grant shipments recorded in ’
ensus data. ... ... 778 940 226 247 160 45 158 348 239 105§ e
7 | Equals: Merchandise exports, Census|  { ¢+  { | A | bbb Ty T
basis, including reexports and military
e Ba LT\ O TR DO O | | | |
cultural goods. . 1, , , . s H ) ,985 {1,250 { 1,658 { 1,719 ( 1,727 { 1,605 | 1,712 | 1,860 | 1,784
9 Nonagricultural goods 4,562 | 5,731 | 5,119 | 5,723 | 5,558 | 6,087 | 5,609 | 6,052 | ______| ____\ | T} 77 5| b2 e Las
10 Exclut%ing military grant ship 4,336 | 5,484 | 4,959 | 5,578 | 5,400 | 5,739 | 5,370 | 5,857 | 4,319 16 | 5,240 | 5,450 | 5,476 | 5,466 | 5639 | 5 500
ments. ..o y y 2 ) )y s y )y ] 5,214 | 5,240 | 5,459 | 5,476 | 5
11 | Merchandise imports, adjusted (table 1, 466 | 5,630 | 5,804
Yne 18)* .. ... 1,488 | 25,507 | 4,597 | 5,488 | 5,487 | 5,916 | 5,896 | 6,273 | 6,540 | 6,798 | 4,656 | 5,481 | 5,595 | 5,756 | 5,980 | 6,220 | 6,639 | 6,668
12 | Plus merchandise imports excluded from '
line 11 but included in Census datas__.{ 172 238 51 48 37 36 80 58 63 L S FES e PR RO IS MU N S
13 | Less merchandise imports included in line Tt
11 but excluded from Census data6.___. 202 45 39 50 47 66 61 68 57 1220 (REPURIIN PGSO PRI [N TR AN AU S
14 | Less miscellaneous and special adjust- o
ments to Census data incorporated in
lne 11, met4 . ___________ . ___.___ 92 =50 {fiaaan 107 | —15 PN B £ U NN RN SN O UPOI PRI I [ I I S
15 | Equals: Merchandise imports, Census "
basis (general imports)* ... _________. 721,366 | 25,550 | 4,609 | 5,486 75,370 175,901 | 5,894 | 6,334 | 6,546 | 6,776 | 4,653 | 5,451 (75,461 |75,727 | 5,998 | 6,301 | 6,665 | 6,667
16 Food and beverages._ . ... _..._.._. 3,846 | 4,381 759 961 | 1,002 | 1,124 | 1,041 | 1,081 | 1,090 | 1,169 780 972 11,039 | 1,032 | 1,070 | 1,105 | 1,122 | 1,087
17 Industrial supplies and materials. ... 10,604 | 11,713 | 2,373 | 2,704 | 2,604 | 2,743 | 2,735 | 2,096 | 3,050 | 2,023 | 2,364 | 2,735 | 2,729 | 2,746 | 2,767 2,936 | 3,082 2'968
18 Tronandsteel . ._________________. 1,270 | 1,309 235 375 359 301 249 319 389 352 252 352 353 303 270 300 | 381 " 359
19 Petrolewm. . ._.._....__._....___. 2,104 | 2,128 547 | 538 502 517 | 568 | 501 542 517 508 525 520 | 536 510 | 564 526
20 her ... 7,230 ,276 | 1,501 | 1,881 | 1,833 | 1,925 | 1,918 | 2,176 | 2,128 | 2,054 | 1,604 | 1,835 | 1,851 1,923 | 1,961 | 2,126 | 2,137 | 2,083
21 Consumer goods (nonfood)....... 4,123 | 5424 841 990 | 1,086 ;1 1,206 | 1,218 | 1,247 | 1,391 | 1, 568 893 ) 1,087 1 1,047 | 1,120 | 1,274 | 1,294 | 1,380 1:488
22 Passenger cars, new and used...__ 671 | 1,243 140 172 135 224 315 272 258 398 126 171 166 207 286 270 317 375
23 Other_ .. 3,452 | 4,181 701 818 | 951 982 | 903 | 975 1,133 {1,170 767 | 866 | 882 | 9013 | 988 1,024 | 1,063 1,113
24 Capital equipment__......___._...._. 1,542 | 2,523 320 395 376 451 536 620 627 731 309 373 410 449 527 504 680 739
25 Machinery and parts.._______.... 1,255 | 1,964 | 266 329 | 307, 353 | 421 500 | 492 551 255 | 308 341 353 | 410 | 467 544 558
26 Trucks and bUSeS...oeoooooomooooo 32 170 5 6 4 17 27 33 38 71 5 6 4 17 P14 33 39 73
27 Other.. ..o oo 255 389 49 60 65 81 88 96 96 109 49 59 65 79 90 04 97 108
28 All other, including uranium, and
uneclassified .______ . ... ... 1,343 | 1,500 316 346 319 362 364 381 379 385 307 334 339 360 360 372 401 385
29 | Balance on merchandige trade, adjusted
Qine 1lessline 11)* . ... ... ... 4,788 | 3,673 | 1,018 | 1,544 | 844 | 1,382 | 1,180 | 1,092 | 433 968 969 | 1,317 | 1,231 | 1,271 | 1,174 | 878 787 834
Memorandum items:
30 Merchandise exports, adjusted, ex-
cluding those financed by U.8.
Government grants and capital
outflows (line 1 less line A.28 of
table 5)8 e 23,508 | 26,236 | 5,044 | 6,179 | 5,653 | 6,632 | 6,350 | 6,563 | 6,307 | 7,007 | N.A. [ N.A. | N.A. | N.A. | N.A. | N.A. [ N.A. | N.A
31 Balance on merchandise trade, ad-
justed, excluding exports financed
by U.8. Government grants and
capital outflows (line 29 less line
AD28oftable 5)8. . ene- 2,020 729 447 691 166 716 463 200 | —-233] 209 | N.A. | N.A. | NLA. | N.A. | NLA. | NLA. | NLA. | N.A.
sPreliminary. N.A. Not available.

1. Exports and imports in the fourth quarter of 1964 and the first two quarters of 1965 were
distorted by the longshoremen’s strike in the first quarter of 1965.

2. Consists mainly of exports of military equipment under Defense Department sales
contracts with foreign governments to the extent that such exports are included in the Census
data. Also includes exports of domestically owned goods into storage abroad (e.g., U.S.
grain stored in Canada); exports to the Panama Canal Zone; and exports of exposed motion
picture film for rental rather than sale, .

3. Includes exports of domestically owned goods out of storage abroad (e.g., U.8. grain
sold from storage in Canada); exports of electrical energy; exports of nonmonetary gold and
silver, and net sales of gold by U.8. private residents to the U.S. monetary gold stock; per-
sonal remittances in kind (gift parcels sent through the mail); and transfers, financed
under nonmilitary aid programs, of goods to recipient countries from Defense Department
stocks located abroad. .

4. Includes valuation adjustments of goods considered to be undexgriced or overpriced in
Census data; timing adjustments for goods recorded in the Census data in one period but
known to have been shipped in another period; and coverage adjustments for special situa-
tions in which shipments are omitted from the Census data.

5. Consists mainly of Defense Department and other imports which duplicate in whole
or in part purchases (e.g., of nueclear materials) included in table 1, line 16 (Military expendi-
tures). Also includes imports of domestically owned goods returned from storage abroad
(e.g., grain from storage in Canada); imports from the Panama Csnal Zone; and foreign
charges for repair of U.S. vessels.

6. Includes imports of electrical energy; and imports of nonmonetary gold and silver,
and net purchases of gold by U.S. private residents from the U.S. monetary gold stock.

7. Reflects revisions made by the Bureau of the Census to correct for distortions in the
monthly imgort totals originally reported for July to December 1965. These distortions
were caused by large irregularities in the monthly flow of documents transmitted by Customs
to the Census Bureau after the close-out date for processing a given month’s statistics. The
accompanying commodity detail, lines 16-28, incorporate the Census Burean’s revisions
and, in addition, the special adjustments represented in line 14.

8. The entries in this line reflect only an approximate measure of merchandise exports
not financed by Government grants and capital outflows since Government financing of
exports may not coincide with actual shipments,

Source: U.S. Department of Commerce, Office of Business Economics.

*New seasonally adjusted export and import totals for 1965 and 1966 (see Census releases FT-000E and FT-900L, January 1967) are shown in this footnote, on lines 5 and 15. The new
totals, adjusted to a balance of payments basis, are shown in footnote lines 1,11, and 29. Revised seasonally adjusted data, computed from updated seasonal factors, will be incorporated

in table 4 and other regular balance of payments tables starting in the June SURVEY.

[Millions of dollars]
1965 1966
I 11 IIr v 1 II IIx v

1 | Merchandise exports, adjusted. . ... ... 5646 | 6,884 | 6,812 | 6,934 | 7,206 | 7,185 | 7,386 7,403
5 | Equals: Merchandise exports, Census basis, including

reexports, excluding military grant shipments........... 5,500 | 6,940 | 6,920 | 7,089 [ 7,217 | 7,250 | 7,452 | 7,484
11 | Merchandise imports, adjusted_ _.______________________... 4,672 | 5478 | 5563 | 5775 | 6,002 6,226 | 6,592 6, 687
15 | Equals: Merchandise imports, Census basis (general

Imports) . . el 4,666 | 5456 | 5,425 | 5737 | 6,020 | 6,307 | 6,618 6, 685
29 | Balance on merchandise trade adjusted....._..___.._._.__. 974 | 1,406 | 1,249 | 1,159 | 1,204 959 794 716

22
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Table 5.—~Major U.S. Government Transactions
[Miilions of doltars]
1965 1966
Line 1065 | 1966»
I 1L III v I II IIr Iv»
A1l U.S. Government grants (excluding military) and capital outflows total (table 1, lines 29, 42,
and 43, with sign reversed) ..o oo 4,277 | 4,623 935 | 1,263 | 1,047 | 1,032 | 1,097 | 1,264 | 1,147 1,115
la St Wy adjusted ... SSRGS [N [T o 989 | 1,141 1,117} 1,080 1,166 | 1,166 , 201 1,111
By category:
2 Grants, net.. e wmmmemeemmaaeacemman 1,015 437 510 431 422 614 526 385 390
3 Credits repayable in foreign currencies..... - 360 256 202 95 186 106 97 76 81
4 Other foreign currency assets (excluding administrative cash holdings), net......... 14 245 | —124 60 112 —34 —-83 104 111 113
Receipts from— .
5 Sales of agricultural commodities 980 844 230 326 215 209 218 250 190 188
6 Interest..-. A O 187 186 44 51 39 53 48 50 42 46
7 Repayments of principal.............._... - 92 121 24 26 20 22 26 38 27 30
8 ReVerse grants. oo ceoocmcmincovmmnnmemm - - 2 2 1 ™ 1 ™) *) *) 1 1
9 Other SOUrCeS... .--... e - 53 7 28 8 10 3 1 2 1
Less disbursements for—
10 Grants in the recipient’s currency.................. 336 386 131 90 36 79 214 108 34 30
11 Credits in the reciplent’s Curreney. ..o .. oo 572 233 212 157 51 152 80 64 44 45
12 Other grants and credits... ; - 13 7 3 4 3 3 2 2 1 2
13 Other U.8. Government expenditures...___. — - 379 289 105 100 83 91 80 61 72 76
14 Capital subscriptions to international and regional organizations, excluding IMF____
15 Credits repayable in dolars___._ O
16 Other long-term assets, net.
17 Other short-term assets (including changes in administrative cash holdings), net._...
By program: .
18 Under farm product disposal programs.........-...- 1,401 314 516 349 296 368 430 272 331
19 Under Foceign Assistance Acts and related programs 2,220 510 577 570 539 564 505 592 559
20 Under Export-Import Bank Act. e 909 94 148 112 178 143 268 233 265
21 Cagital subscriptions to international and regional organizations, excluding IMF....{._.._... ~100 | e R 10 —~110
22 Other assistance programs. .. 185 185 47 38 31 39 36 41 31 47
23 Other foreign currency assets acquired (lines A.6, and A.7, A.9) .o oooocneacao. 332 314 96 85 69 82 77 89 71 77
24 Less foreign currencies used by U.S. Government other than for grants or credits (line
A13). - . 379 289 105 100 83 91 80 61 72 76
25 Advances under Exchange Stabilization Fund agreements, net. ... ........... -18 -8 ~3 -3 -3 -9 ~8 -1 -5 6
26 Other (including changes in administrative cash holdings), net_ ... _._.......... —~16 21 ~18 2 2 -2 -3 -7 15 16
By disposition:! L .
27 Estimated transactions involving no direct dollar outflow from the United States_..} 3,569 | 3,874 752 | 1,071 856 890 903 | 1,103 953 918
28 Expenditures on U.S. merchandise. . oo cianececmenmaeana- , 768 | 2,944 571 853 678 666 717 802 666 759
29 Expenditures on U.8. SeIVICeS . v oo om e cocmmec oo iccico e e eaae 643 760 150 172 150 170 203 185 166 206
30 Military sales contracts financed by credits (including short-term, net)? (line B .4).. 130 288 16 28 38 48 9 87 113 79
31 U.8. Government credits to repay prior U.S. Government credits3____._____._. 113 111 23 42 24 24 38 30 20 23
32 U.S. Government credits to repay prior U.S. private credits. .. oo [em oo mmee e emem e e e e
33 Increase in claims on U.8. Government associated with Government grants and
capital outflows (including changes in retained accounts) (line B, 7)........... —85 | =229 -8 —25 ~34 —18 —64 -1 -12 -~152
34 Estimated dollar payments to foreign countries and international and regional
organizations through U.8, Government grants and capital outflows._ __...._....._ 708 749 183 192 191 142 194 161 194 200
B. 1 | U.S. Government liabilities associated with specific transactions (table 1, line 56); net
I0CTrea8e () - - oo ome e mmm e e mmeemae e e ee 204 59 45 111 —55 103 5 —45 78 2
1a Seasonally adjusted e e e e 46 111 —56 108 5 —45 78 21
2 Associated with military sales contracts 4. . ...l 314 300 51 130 —16 149 71 —46 69 206
3 U.8. Government receipts from foreign governments (including principal repay-
ments on credits financing military sales contracts), net of refunds. ... _________ 1,098 054 242 342 182 332 262 130 178
4 Plus sales contracts financed by U.S. Government credits 5 (line A. 30).. 130 288 16 28 38 48 9 87 113 79
5 Less U.8. Government receipts from principal repayments. ... ... oooooo___ 70 34 7 11 37 15 2 3 7 22
6 Less transfers of goods and services (including transfers financed by credits) (table 1,
Time 4 o oo e aan 844 908 200 229 199 216 198 260 215 235
7 Associated with U.S. Government grants and capital outflows (line A. 33) —229 -8 ~25 —34 -18 —64 -1 -12 ~152
8 Non-interest-bearing securities issued to IDA _ . —~75 —~20 =21 -20 —18 —36 oo -1 -20
9 Non-interest-bearing secuities issued to IDB____________ . =150 o e -8 ~11 —10 —121
10 Non-interest-bearing securities issued to UN for special programs. . .. ___._..________ —41 -2 5 -18 * —20 [&)] ~-10 -11
11 Foreign funds retained in U.S. Government accounts for purchases in the United
o T 10 37 1 5 3 1y ™ 10 2 ™
12 [0 33 S -1 ® 13| —14 1 -1 ™ ) ™ *
13 Associated with other specifictransactions_____________________________________________ —25 ~12 2 6 -5 ~28 -2 2 21 —-33
4 Purchase of Columbia River downstream power rights_.._.__ ... ... —30 L) N U (RTUI N 1 RN DU R —30
15 U.S. Government nonmilitary sales and miscellaneous operations.____....___._______ 5 —4 2 [ -5 2 -2 2 —4 (&)
16 Nonmarketable, nonconvertible U.S. Government securities to be liquidated against
U8, elalms . e cm e 2 2% (SRS (RPN PO P U NP 25 -3
C. 1 Foreign holdings of nonmarketable, nonconvertible medium-term U.S. Government securi-|
ties not associated with specific transactions (table 1, line 57); net increase (). oo -7 —49 (.. ~1 ™) -6 -53 ~26 —23 53
2 Export-Import Bank Portfolio Certificates of Participation. . ... ... __ . __________ —7 =3 |ias —1 f ... —6 . -3 ™ ™
3 U.S. Treasury securities not included elsewhere 8. _ . (&) —46 |.._.__ * * ™) —53 —23 —23 53
r Revised. » Preliminary.  *Less than $500,000 (). actions related to military sales contracts—other than for cash receipts—in this and the other

1. Asreported by the operating agencies.

2. Consists of transfers of military goods and services financed by U.S. Goveinment credits
and of advance payments to the Defense Department (on military sales contracts) financed
by credits extended to foreigners by U.S. Government agencies other than the Defense
Department.

3. Includes estimated net accumulations of foreign currency from principal repayments
recorded in line A. 7.

4, Estimates for the 14 quarters in fiscal years 1964-67 for the several categories of trans-

tables are based upon incomplete reports. .

5. Consists of transfers of military goods and services financed by U.8. Government credits
(included in line B. 6) and of increases in Defense Department liabilities (on military sales
contracts) which arise from advance payments to the Defense Department financed by credits
to foreigners by U.S. Government agencies other than the Defense Department.

6. Through the last period shown, all securities included here have been payable in foreign
currencies.

Source: U.8. Department of Commerce, Office of Business Economics.
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Table 6.~Claims on Foreigners Reported by U.S. Banks and U.S. Private Residents Other Than Banks
[Millions of dollars]
1965 1966 Amount,
out-
Line 1965 1966 standin
I I 5103 v I II IIT IVe Dec. 31%
1966
A. Claims reported by U.S. banks:
1 Long-term (table 1, line 37, with sign reversed) . __..._..._ 231 329 461 ~201 41 -70 -127 -1 ~102 —99 4,188
la Seasonally adjusted. . ... Jo_ ... [ 468 —169 58 —~126 —132 38 —84 —156 ...
2 Canada_ ... 19 -33 37 -8 -1 -9 —16 —19 9 -7 313
3 United Kingdom....__. -1 -17 8 -3 —4 -2 *) 1 ~12 —6 70
4 Other Western Europe. —108 —366 140 —114 —-62 -T2 —-908 —33 -119 —116 1,146
5 Japan_.....__________ 15 -120 42 7 -8 —~26 —11 —28 -32 —49 326
[ Other countries_______.._ ... . ... 306 207 234 —~83 116 39 -2 78 52 79 2,
7 Short-term (table 1, line 38, with sign reversed).__..___.. —-325 68 -23 -176 ~260 134 ~145 59 —229 383 7,776
73 Seasonally adjusted. . ... ... .. b | ... —21 —144 ~61 —109 —148 9 -20 77 3 SO
8 U.8.-doMarloans.. ... . ... ... ...___._.._. 194 165 181 -100 —41 154 —~104 44 32 193 6
9 Canada_..____.. —61 28 30 ~90 -3 2 15 —11 —21 o 3, i?ﬁs
10 United Kingdom.... -2 —-15 -17 ~10 18 7 —-13 —4 16 ~14 50
11 Other Western Europe. 69 80 61 —-17 ™ 25 —4 49 20 15 540
12 | Japalleceooeo.. —29 =34 6 -33 —22 20 —20 -5 —24 15 575
13 Other countries_ ... ... 217 106 101 50 -3 100 —82 13 41 132 1,783
14 U.8. -dollar acceptance credits ... ... ... —120 —~66 ~31 15 —152 48 37 —170 —~208 175 2,442
1 | Canmada.__..._.___. ... 4 -7 -4 10 3 ~5 1 -3 -2 -3 46
16 United Kingdom. ......__________________ " 12 8 -3 9 3 3 2 -1 -1 s n
17 Other Western Europe......____.___.__.____. 35 64 -7 12 ~1 31 -7 18 16 37 272
18 Japan. . —84 —~219 67 34 —135 —~50 29 —~59 —~218 29 1,306
19 Other countries____________________ ... —87 88 —84 -~50 —~22 69 12 —25 -3 104 794
20 U.8 -dollar collectxons outstanding..._..__._______..__ 132 95 — 49 58 79 15 33 54 -7 1,367
214 Camada........ 2 ®* * 1 ™® 1 -2 2 * ™ 13
22 United Kingdom........ -1 3 ™) -5 1 3 5 —6 *) 4 26
23 Other ‘Western Europe... . —4 24 —13 9 2 -2 4 *) 16 4 189
24 (  Japan._______.____.___.__ 78 30 —24 33 34 35 20 30 8 —o8 486
25 Other countries. ... . ... ... 57 38 =17 11 21 42 —12 7 30 13 653
26 Other claimsin U.8. doMars_______._______.__..______ —381 —54 —94 ~107 -92 —88 —46 27 —64 29 435
27 Canada. ... -242 -89 —-24 -89 ~79 —50 —40 24 —87 14 191
28 United Kingdom...... - -84 10 —63 3 8 —32 -9 5 13 1 34
29 Other Western Europe. .. —-18 27 4 —15 -7 () —4 1 21 9 47
3 | . Japam..._____.______.________TTT —20 —12 -8 -2 —-10 *) 3 —6 -9 * 108
3 Ot er countries. ... ___________________ -17 10 -3 -4 —4 - 4 3 —2 5 57
32 Foreign currency deposits and other claims_ ... —150 -72 —25 ~33 -33 -59 ~47 25 —43 -7 396
3| Canada_.__ . ol .. ~113 u ~24 -6 ~50 —-33 4 ~16 2 3 165
34 Unlted Kingdom.... -25 —14 -27 26 29 | —~53 -5 45 -—47 -7 59
38 Other Western Europe- —-23 ~13 17 —38 -8 6 -2 4 -11 ~4 93
3 |  Japan.. _.__..____... —4 ~31 10 —13 8 ~9 —17 ~10 -3 -1 29
37 Other countries..__._.......... 15 -28 -1 -2 ~12 30 —-27 2 -5 2 50
B. Claims reported by U.S. private residents other than banks.
1 Long-term (table 1, line 39, with sign reversed). . 9 116 —6 6 20 71 17 53 29 17 1,507
2 [07:: 7:Ys F- W 44 33 13 6 3 3 12 16 2 523
3 United Kingdom _ .. —28 —4 ~21 —4 ™ -1 -4 * =2 2 27
4 Other Western Europ ™ 85 5 -4 ~2 1 12 45 7 21 195
51  Japan_._.. .. ... 9 -3 -8 4 4 9 -1 -7 12 ~7 95
[ Other countries._ ... emeeen. 64 5 5 4 ~4 59 7 3 —~4 -1 667
7 Short-term (table 1, line 40, with sign reversed). _._____._ —436 267 -1 -188 -5 -2 174 27 66 * 2,708
7a Seasonally adjusted_ ... I IS —250 —268 —54 136 165 —58 17 188 ... ...
8 Reported by brokerage concerns 28 10 | oo 13 | . 18 1 s 34 |- —24 128
9 Reported by others. —464 287 —241 —201 -5 —17 174 -7 66 24 2, 580
10 Canada —444 —~114 —222 —131 ~21 70 —33 —-16 —~42 -23 498
11 United Kingd —18 230 35 -71 16 2 118 54 98 -~40 561
12 Other Western Euro 19 104 —22 13 3 25 88 -31 12 35 619
13 apan._.__...__ -12 5 1 -9 —4 *) 10 —19 ™) 14 169
14 Other countri -9 32 —-33 -3 1 26 -9 5 -2 38 733
15 Of which: Deposits and money market assets. —529 N.A. —203 —212 —30 —84 162 ~36 59 N.A. N.A
16 U.8.-doilar claims reported by major U.S.
tions_ . ___._..__ ... —412 182 ~146 ~196 —30 —41 94 29 81 —28 801
17 Formm currency claims. 117 N.A. -57 -17 *) —43 68 ~66 —22 N.A. N.A.
18 anada__._____.. —502 N.A. —210 ~136 —18 —138 -2 -4 ~23 N.A. N.A
19 United Kingdom -10 N.A. 23 -3 -13 53 128 34 83 N.A. N.A
20 Other Western Eu -3 N.A. 4 -1 -12 6 40 -16 ~2 N.A. N.A
21 Japan........ ~11 N.A. -7 ~5 6 ~5 -3 =21 ~3 N.A. N.A
22 Other countri -3 N.A. —13 3 7 *) -1 1 4 N.A. N.A
Memorandum items:
U.8.-dollar depostts in Canadian banks:
23 As reported b Aor U8 corporations other
than banks (included inline B.18)_._.. _ __.___ -333 —~87 —~144 -138 21 -72 —24 -33 —20 -10 231
24 As reported in Canadian banking statistics....__ —606 —238 —-276 —~225 —11 —94 —~126 —63 —~54 5 627

» Preliminary.  *Less than $500,000 (). N.A. Not available,
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Table 7.—U.S. Liquid Liabilities to Foreigners

[Millions of dollars]
1965 1966 Amottmts
out-
Line| 1965 1966 standing
I i1 III v I I II1 Ve Dec. 31,
1966
1 | Liquid liabilities to all foreigners (table 1, lines 58 and 59;
table 3, lines 8 through 12). . 115 856 ~657 —257 965 64 --376 81 617 534 29,840
2 To foreign official agencies__._____..._________ ~17 | -1,5714 —~860 —~107 253 697 —851 54 ~618 ~159 14,688
3 Central banks and governments________._.______________ -51 | -—1,751 —~860 ~107 245 671 —~982 36 —646 ~159 13,677
4 Demand deposits —~56 142 ~105 127 -73 -5 40 16 ~106 192 1,677
5 Time deposits 1. .. ooon 46 —258 36 —56 —~16 81 1 -122 —44 —103 2,660
6 Other private obligations, mainly money market
PAPer L eccmecmmacenne 224 —92 51 137 —~35 71 ~228 370 —45 —189 1,301
U.8. Government obligations:
7 Short-term securities and other obligations____.. —368 —363 —909 —301 249 593 ~434 —~58 110 6,833
8 Payablein U.S. dollars. . ..._.______ - —368 —870 —909 -301 249 598 761 —108 111 6,816
9 Payable in foreign-currencies_ .. ... ... _____ 172 %2 ROt (ERPSUR (RPN SN 817 50 -1 517
10 Bonds and notes, marketable.._.__.._..._..._.... -20 —245 16 -15 -2 —19 -5 6 8 860
11 Bonds and notes, nonmarketable, convertible. 123 -176 —177 256
12 Payable in U.S. dollars. . _____.__._. - R -125 26
13 Payable in foreign currencies. —820 1.7 N PO 122 —~50 ~366 -176 —52 231
14 International Monetary Fund ... ... .......... 34 b i S P 8 26 131 18 b J 1,011
15 To foreign commercial banks_ - 116 2,731 164 ~206 697 —539 404 316 1,162 849 9,963
16 Demand deposits —86 1,878 22 ~200 558 —376 483 167 709 514 6,655
17 Time deposits !_._.___. —67 358 ~74 26 22 —41 ~164 17 241 264 1,253
18 Other private obligations, 208 476 66 107 225 -100 88 181 134 73 1,919
19 U.8. Government short-term securities..............__. —29 24 150 —49 —108 —-22 -3 -49 78 —2 136
20 To other foreign residents and unallocated_____________.._____ 306 224 104 82 72 48 109 66 96 —47 4,283
21 Demand deposits. - . ... oo 44 —~63 10 —-19 -17 70 —44 -4 5 —20 1, 511
22 Time deposits !__ ... e 323 228 90 56 74 103 109 54 50 15 1,822
23 Other private obligations, mainly money market papert. . —-171 1 -2 - 54 —-20 —95 23 34 8 —64 333
U.S. Government obligations:
24 Short-term securities. ... ________._________.___._. 18 2 7 7 ~B 6 1 —16 36 -19 89
25 Bonds and notes 95 56 -1 92 40 —36 20 -2 -3 41 528
26 To international and r
AbOYe e iiicciiciaen —290 -525 —65 -26 —57 —142 -38 —355 -23 ~109 906
27 Demand deposits_ . ... .. ... —23 15 —4 2 4 —-25 13 -3 3 2 56
28 Time depostts 1. o iiciiaaeeion -7 —~62 15 —30 12 —4 14 —65 -7 —4 139
29 Other private obligations, mainly money market paper !.. -—48 -93 19 -~12 4 —59 2 -61 1 —-35 174
U.8. Government obligations:
30 Short-term securities. . ... ___._____________ —61 42 10| - 13 —~73 —11 129 -103 24 -8 | 212
31 Bondsand notes. .. _______ ... -151 —427 —105 1 -4 —~43 ~196 —123 —44 —64 325
» Preliminary. Excludes dollar holdings of IMF except holdings acquired through gold sales to the United
1. With maturity of 1 year or less; negotiable certificates of deposit with a maturity of 1 year States with the option to reverse the transactions. These reversible transactions amounted
or less are included with money market paper. to $200 million in 1956, $300 million in 1959, and $300 million in 1960.

2. Includes liabilities of U.8. monetary authorities for gold deposited by and held for IMF.
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Table 8.—U.S. International
[Millions of dollars]
United Kingdom
Line (Credits +; debits —) 1965
1965 1966 1066
I II III IV I II IIr - IVs
1 | Exports of goods and services_.___ ...l ol 2,636 2, 906 631 644 621 740 760 668
2| T Excluding transfers under military grants . ... .11 rorioooos 2,63 | 2,906 631 644 621 40 760 b o s
3| Merchandise, adjusted, excluding military ... 1,626 1,754 349 417 386 474 468 417 422 447
4 Transfers under military sales contracts._ . 56 79 6 14 16 20 12 8 30 29
5 Transfers under military grants, net. . B Ry T DT [ S ERURN N RO U N I
6 Transportation . . s 243 261 52 62 65 64 60 67 70 64
7 Travel ........ S S e cncece—emcdeaann 62 68 10 18 21 13 12 20 2% 12
8 Fees and royalties from direct investments._ - 140 154 29 33 33 45 32 87 39 46
9 Other private serviees..--....._........ 138 150 32 34 36 36 37 36 39 38
10 Other U.8. Government serviees. ... oo iiiccaccciaaan 13 16 3 4 3 3 3 4 3 6
Income on U.8. investments abroad:
11 Direct investments2....._..... 263 228 134 37 42 50 113 50 25 40
12 Other private assets..-._ 63 91 13 18 15 17 20 24 22 25
13 U.8. Government assets 32 105 3 7 4 18 3 5 3 94
14 | Imports of goodsand services_ _ ... . . ... ... -2,513 | -2,905 —504 —~635 —668 —~706 —830 —722 —766 —787
15 Merchandise, adjusted, excluding military. .. ... ... ... —1,410 | —-1,770 ~273 —338 —365 —434 —379 —421 ~452 —518
16 Military expenditures. -153 ~145 —~45 ~-36 —40 -~32 —45 —33 -32 -35
17 TranSPOrtation _ - e —410 —440 —84 ~122 ~112 —-92 —92 ~126 —125 ~Q7
18 L £ g U —142 -165 ~18 ~—42 ~60 -22 -17 ~53 —70 —~25
19 Private payments for other services —-152 —163 ~38 —~38 —38 —38 —41 —41 —40 ~-41
20 U.S. Government payments for other services. ..cocoooooouomarooooas -12 -~15 -3 -~3 —4 -2 -3 —4 ~3 -5
Income on foreign investments in the United States:
21 Private payments 2 .. e —192 —157 —-38 —48 -36 -7 -37 -30 -33 —57
U.8. Government payments. ..o oo e —42 ~50 1 -8 —13 —~16 —16 —-14 —11 -9
23 | Balance on goods and services (linesland 14)_....._...___._______________ 123 1 127 9 —47 34 130 7 —89 14
24 Excluding transfers under military grants (lines2and 14).._____..__.._ 123 1 127 9 —~47 34 130 —54 —89 14
25 | Unilateral transfers, net; transfers to foreigners (—)__...__._.__.......__._. —47 —55 —10 -~11 -13 —13 —11 —13 —~16 —15
26 Excluding military grants.___ ... ... 21777 ~47 ~55 -10 -1 —-13 -13 —11 —13 -16 ~15
27 Private remittances. ... ...
28 Military grants of goods and services..
29 Other U.S. Government grants..._....._.___
30 U.S. Government pensions and other transfers. .
31 Bﬂh:llcz% )on goods, services, and unilateral transfers (lines 23 and 25, or 24 76 -84 117 -2 —60 21 119 ~67 —~105 -1
am .
32 | Transactions in U.S. private assets, net; increase in assets (—)_ —255 —567 20 —60 ~163 —52 —200 —165 —81 —121
33 Direct investments 2. _._.__._____....._
34 Foreign securities new’
35 Redemptions. ... .__..._...___
36 Other transactions in forelgn seeurities. ... .. ...
Claims reported by U.S. banks:
37 Long-term 1 17 —8 3 4 2 PR -1 12 6
38 Short-term el 100 8 110 —-23 —59 72 20 ~39 19 8
Claims reported by U.S. residents other than banks:
39 Long-term.____ 26 4 21 4 ™ 1 * 2 —2
40 Short-term___ 12 —223 —35 71 -16 -8 —~118 —46 -~98 39
41 | Transactions in U.S. Government assets, excluding official reserve assets, 26 —59 4 15 4 3 2 —81 -29 49
net; increase in assets (—).
42 Loans and other long-term assets._._....___. Rep %2 PN FROUIR) DRSS (RO SR —86 —30 —24
43 Foreign currencies and other short-term assel 1 4 10 4 -2 2 -1 1 -1
Repayments on credits:
44 Scheduled. ..
45 Nonschedule:
45 | Transactions in U.S. official reserve assets, net; increase in assets (—)..... —545 —381 —40 —70 ~544 109 365 —166 ~612 32
47 —~150 ~80 76 —30 —132 —~64 19 7 —126 20
48 le ¢ —395 —301 —116 —-40 —412 173 346 -173 ~486 12
49 Gold tranche position in IMF 3 .. eccaccanai e e e e e
50 | Transactions in foreign assets in the United States, net; increase in foreign 443 1,078 277 59 359 -252 485 *) 315 278
assets (U.8. liabilities) ().
51 Direct investments 2. ... =52 8 1 -~77 50 ~26 -8 1 26 —11
52 U.8. securities other than Treasury issues.. —-520 —82 -2 —~230 ~228 —60 ~42 —46 ~19 25
53 Long-term liabilities reported by U.S. banks -27 31 —~25 —~31 —20 49 1 62 -1 ~31
Other liabilities reported by U.S. private residents other than banks:
54 Long-term 13 73 2 -1 2 10 21 23 28 1
55 Short-term e 32 28 -3 —4 33 6 2 1 18 7
Liabilities iof U.S. Government, excluding marketable or convertible
securities:
56 Associated with specific transactions_ ... . _____________. 29 103 -2 16 3 12 13 46 36 8
57 Other nonmarketable, nonconvertible, medium-term securities..______ ™) ~1 [ T S (G5 TR I ) S O AR
58 U.8. Government marketable or convertible bonds and notes..________. 139 —~205 —7 95 46 5 11 =5 —262 51
59 Deposits and money market paper held in the United States__._._______ 829 1,123 313 291 473 —~248 487 —81 489 228
60 | Errors and omissions, and transfers of funds between foreign areas, net; 255 -17 —378 58 404 171 =771 479 512 —237

receipts by foreign areas (—).
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I'ransactions—by Area

[M1llions of dollars]
Other Western Europe Eastern Europe

1965 1966 1965 1966 Line

1965 1966 1965 1966

I Il IIr v I II nIr IV>»> I II IIT v I II I~ Ive

» 10,771 N.A. [ 72,352 »3,045 | » 2,509 | » 2,865 N.A. N.A. N.A. N.A. 176 234 31 48 38 59 64 54 49 67 1
10,233 | 10,977 2,205 2,824 2,422 2,782 2,777 2, 850 2,568 2,782 176 234 31 48 38 59 64 54 49 67 2
7,282 7,837 1,537 1,965 1,711 2, 069 2, 064 2, 008 1,792 1,973 147 201 26 42 25 54 57 46 37 61 3
475 508 136 137 106 96 125 170 78 135 *) *) *) (6] [0 T R R, [0 TN PRI 4
» 538 N.A. » 147 » 221 » 87 » 83 N.A, N.A. N.A. O W BRSNS PRI RSPRIPRS JRFSPR SO FSRIN 1 PO 5
906 968 184 240 243 239 220 240 263 245 6 8 1 2 2 1 2 2 2 2 [
116 142 18 36 35 27 24 41 46 7
229 301 53 55 56 65 63 74 81 8
299 311 77 75 72 75 81 79 73 9
60 71 15 15 15 15 16 17 17 * 10
497 475 28 206 91 102 99 124 121 3 I (SOOI DRSVORSRINN FEVUNSROUE SSORUURIUIN (SO UDRUICIVN (PRSI SO PROOIIRS] SRS PRI 11
254 252 63 66 61 64 60 [ 63 64 2 |- 35 (R ™ 1 1 1 1 1] ™ 12
115 112 ) - 24 29 32 30 25 32 3 21 8 9 1 1 6 (W] 1 1 6 1 13
8,719 {—10,157 | —1,794 | —2,370 | —2,300 | —2,255 | —2,290 | —2,556 | —2,713 | —2,508 | —165| —206{ —34| —39| —d4| —48] —45| —49| -—60| -—B2{ 14
—4,778 | —5,867 ~976 | —1,283 | ~1,177 | —1,342 | —1,380 | —1,408 | —1,459 | —-1,620 | —138 | —178 ~30 -33 —33 —42 —40 —44 —47 —47 15
~1,303 | —1,380 | 314 ] -—326| -332) -—331) 39| — —343 [ ~330 -11 * =11 ™ (@) ] ™ *) ™ 16
~-1,104 | —1,208 -~210 —337 -311 —246 —246 —354 —343 —~265 -7 —~8 -2 -2 -1 -2 ~2 -2 -2 -2 17
—653 —688 =72 —203 —~275 —103 —69 -;212 —296 ~111 —-11 —12 ™ -1 -8 -2 -1 —1 -8 -2 18
—103 —107 —28 ~27 —24 ~24 —-27 -2 ~26 -2 *) * ™ ™*) ™) *) ™ * * ®* 19
-110 -113 —~29 -2 —-26 -~28 —26 —29 —~29 —29 ~8 —~8 -2 -2 -2 -2 -2 -2 -3 -1 20
—425 —518 -100 =107 —98 —120 ~120 -114 —~146 -138 *) (*) *) (6] * *) *) *) * *) 21
—243 -~216 ~65 —60 —57 -61 —63 —~64 -n =78 ™ [ N FORR— ™ ] *) *) *) *) *) 22
» 2,052 N.A. » 558 » 675 » 209 » 610 N.A. N.A. N.A. N.A. 11 28 -3 9 ~6 11 19 5 =11 15 23
1,514 820 41 454 122 527 487 294 —145 184 1 28 -3 9 -6 11 19 5 -11 15 24
»—978 N.A. | »—232] »--376 | »-179| »-191 N.A. N.A. N.A. N.A. —~18 -13 ~4 ~5 -5 ~4 -3 ~4 ~3 -3 25
—440 —383 -85 —~155 -2 —108 —89 —88 -117 —89 —18 -13 —4 -5 ~5 -4 -3 —4 -3 -3 26
-170 =170 -40 —41 —41 ~48 —39 —~42 —42 —47 -8 -8 -2 -2 -2 ~2 -2 ~2 -2 -2 27
»—538 N.A. | »—147 | »--221 »—87 »—83 N.A. N.A. N.A. Do\ ("W PRI [ORIPUIIN ORI FRRPRUUREE SNPIOIIOIIN SNSRI, AU PRI RO N 28
—-76 -39 ~13 -23 —~14 —26 —16 -12 -5 -6 —6 -1 -1 -2 -2 ~1 4] -1 *) ™ 29
—194 —174 -~-32 -91 —~37 ~34 —34 ~34 -70 -36 —4 ~4 -1 -1 -1 ~1 -1 -1 -1 -1 30
1,074 437 326 299 30 419 398 206 —262 95 -7 15 -7 4 -1 7 16 1 -4 12 31
—~957 | —1,183 —651 -92 33 —247 —133 32
~1,108 | —1,321 —477 ~201 —-93 —247 —176 33
—15 -3 —9 =2 |- -4 | ... 34
35 37 4 9 7 15 5 35
110 119 16 42 44 8 26 36
108 366 —140 114 62 72 98 33 119 116 8 ~7 2 2 3 1 1 -1 -4 -3 37
—-59 —182 —62 49 14 —60 13 -72 —62 —61 -12 15 -3 -5 -5 1 -2 2 14 1 38
®* —~85 =5 4 2 -1 -12 —45 =7 =21 (*) *) *) *) *) *) *) () Q) T 39
—-28 —114 22 -17 -3 —30 —88 14 -~12 —28 *) *) -1 2 -1 ™) *) -3 F: 2 PR 40
33 186 —40 —~79 11 1 ~68 —~76 183 147 19 20 7 3 8 1 [ 1 11 2 41
—436 —420 108 —159 —87 —81 —114 -129 —89 - 20 DU ISP WSRO SIS PRSI PPN SR PR [ SRR 42
120 31 46 31 5 38 9 ~1 8 15 5 3 3 b3 P SR 8 (R PR 1 43
44
45
46
47
48
49
50
51
