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Revisions to the components of  were small;
consequently, the general picture of the economy
is little changed from that reported in Septem-
ber.  increased more in the second quarter
than in the first, and the step-up was largely ac-
counted for by inventory investment (change in
business inventories) and by State and local gov-
ernment spending; also contributing to the step-up
were exports of goods and services, residential
fixed investment, and Federal Government spend-
ing. Inventory investment and State and local
government spending each increased in the sec-
ond quarter after decreasing in the first; exports
of goods and services, residential fixed investment,
and Federal Government spending each increased
more in the second quarter than in the first. In
contrast, nonresidential fixed investment increased
less than in the first quarter. Personal consumption
expenditures and imports of goods and services
increased about the same amount in each quarter.

The largest downward revision to the second-
quarter estimates was to Federal Government
spending, . billion, and primarily reflected
the incorporation of newly available detailed
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financial reports for the military services. The
largest upward revision was to exports of goods
and services, . billion, and primarily reflected
updates to source data in the balance of payments
accounts.

Real final sales of domestic product increased
. percent in the second quarter, . percentage
point less than the preliminary estimate. Real
gross domestic purchases increased . percent,
also . percentage point less than the preliminary
estimate.

The price indexes for gross domestic purchases
and for  increased . percent and . per-
cent, respectively, unrevised from the preliminary
estimates.

Real disposable personal income increased
. percent, . percentage point less than the
preliminary estimate; the downward revision was
accounted for by a downward revision to current-
dollar disposable personal income that was more
than accounted for by an upward revision to per-
sonal tax and nontax payments. The personal
saving rate was . percent, . percentage point
less than the preliminary estimate.

Gross national product ().—Real  increased
. percent in the second quarter, . percent-
age point less than the increase in real 
Table 2.—Relation of Real Gross Domestic Product, Real
Gross National Product, and Real Command-Basis Gross
National Product

[Seasonally adjusted at annual rates]

Billions of chained
(1992) dollars

Percent
change from

preceding
quarter

Level
Change from

preceding
quarter 1996

1996 1996
I II

II I II

Gross domestic product ......................... 6,892.6 33.6 78.3 2.0 4.7

Plus: Receipts of factor income from the
rest of the world .................................... 205.4 5.6 2.2 11.8 4.5

Less: Payments of factor income to the
rest of the world .................................... 211.1 –.1 8.8 –.3 18.7

Equals: Gross national product ............. 6,886.5 39.3 71.6 2.3 4.3

Less: Exports of goods and services and
receipts of factor income from the rest
of the world ............................................ 1,024.1 9.4 13.3 3.8 5.4

Plus: Command-basis exports of goods
and services and receipts of factor in-
come ...................................................... 1,042.1 9.7 11.5 3.9 4.5

Equals: Command-basis gross national
product .................................................. 6,904.5 39.6 69.8 2.4 4.1

Addendum:
Terms of trade 1 .................................... 101.8 .1 –.2 .4 –.8

1. Ratio of the implicit price deflator for the sum of exports of goods and services and of
receipts of factor income to the corresponding implicit price deflator for imports with the decimal
point shifted two places to the right.

NOTE.—Levels of these series are found in NIPA tables 1.10 and 1.11.
(chart  and table ). Payments of factor income
to the rest of the world increased more than receipts
of factor income; profits and interest income con-
tributed equally to the increase in payments, but
interest income accounted for most of the increase
in receipts.

Real  on a command basis increased slightly
less than real  in the second quarter—
. percent, compared with . percent—reflecting
a small deterioration in the terms of trade. In the
first quarter, command basis  increased slightly
more than real —. percent, compared with
. percent—reflecting a small improvement in the
terms of trade.

Corporate Profits

Profits from current production increased
. billion in the second quarter after increasing
. billion in the first (table ).

Profits from domestic operations increased .
billion in the second quarter after increasing .
billion in the first. Profits of financial corporations
increased much less in the second quarter than
in the first. Profits of nonfinancial corporations
increased about the same amount in each quarter,
as both real output and unit profits increased. The
increases in unit profits reflected higher unit prices
and lower unit nonlabor costs that more than offset
increases in unit labor costs. Profits from the rest
of the world turned down, decreasing . billion
after increasing . billion.

Cash flow from current production, a profits-
related measure of internally generated funds
available for investment, increased . billion af-
ter increasing . billion. The ratio of cash flow
to nonresidential fixed investment, an indicator of
the share of the current level of investment that
could be financed by internally generated funds,
increased to . percent from . percent. These
levels are near the low end of the range in which
the ratio has fluctuated during most of this decade,
. —goods and services produced by labor and property supplied by
U.S. residents—equals  plus receipts of factor income from the rest of the
world less payments of factor income to the rest of the world.

. In the estimation of command-basis —a measure of the goods and
services produced by the U.S. economy in terms of their purchasing power—the
current-dollar value of the sum of exports of goods and services and of receipts
of factor income is deflated by the implicit price deflator for the sum of imports
of goods and services and for payments of factor income. The terms of trade
is measured by the ratio of the implicit price deflator for exports of goods and
services and for receipts of factor income to the corresponding implicit price
deflator for imports, with the decimal point shifted two places to the right.
(Because the terms of trade is based on implicit price deflators rather than on
exchange rates, it reflects changes both in prices and in the composition of
exports and imports.)

. Profits from current production is estimated as the sum of profits before
tax, the inventory valuation adjustment, and the capital consumption adjust-
ment; it is shown in  tables ., ., and . as “corporate profits with
inventory valuation and capital consumption adjustments.”
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Table 3.—Corporate Profits
[Seasonally adjusted at annual rates]

Level
Change from

preceding
quarter

1996 1996

II I II

Billions of dollars

Profits from current production .................................. 655.8 33.3 10.7
Domestic industries ..................................................... 577.3 31.9 15.3

Financial .................................................................. 143.5 15.9 1.8
Nonfinancial ............................................................. 433.8 16.0 13.5

Rest of the world ......................................................... 78.4 1.5 –4.8

IVA ............................................................................... –11.0 –8.6 6.4
CCAdj ........................................................................... 22.3 3.9 1.9
Profits before tax ......................................................... 644.6 38.0 2.4

Profits tax liability .................................................... 236.4 14.7 3.0
Profits after tax ....................................................... 408.1 23.3 –.7

Cash flow from current production .................................. 647.3 15.4 9.9

Corporate profits with IVA ............................................... 633.5 29.5 8.7
Domestic industries ..................................................... 555.1 27.9 13.5

Financial .................................................................. 136.6 15.6 1.7
Nonfinancial ............................................................. 418.5 12.3 11.8

Manufacturing ..................................................... 164.7 4.0 3.4
Wholesale trade .................................................. 32.8 6.3 –4.7
Retail trade ......................................................... 44.3 2.1 2.6
Transportation and public utilities ...................... 104.5 –.2 8.9
Other ................................................................... 72.2 .1 1.6

Rest of the world ......................................................... 78.4 1.5 –4.8
Receipts (inflows) .................................................... 122.6 8.3 .4
Payments (outflows) ................................................ 44.2 6.7 5.2

Dollars

Unit price, costs, and profits of domestic non-
financial corporations:
Unit price ..................................................................... 1.065 0.005 0.003
Unit labor cost ............................................................. .706 .003 .004
Unit nonlabor cost ....................................................... .247 –.002 –.001
Unit profits from current production ............................ .113 .003 .002

IVA Inventory valuation adjustment
CCAdj Capital consumption adjustment
but they are substantially higher than the levels
typically posted in the ’s.

Industry profits.—Industry profits increased
. billion in the second quarter after increasing
. billion in the first. The slowdown mainly
reflected a sharp deceleration in profits of finan-
cial corporations and a downturn in profits from
the rest of the world. For financial corporations,
profits had increased by an unusually large amount
in the first quarter after being held down in the
fourth quarter by claims arising from Hurricane
Opal. For profits from the rest of the world—
that is, receipts of profits from foreign affiliates of
U.S. companies less payments of profits by U.S.
affiliates of foreign companies—the downturn was
more than accounted for by a sharp deceleration in
receipts. Profits of domestic nonfinancial corpo-
rations increased about the same amount in each
quarter; in the second quarter, an upturn in prof-
its of the transportation and utilities group was
roughly offset by a downturn in profits of wholesale
trade.

Related measures.—Profits before tax () in-
creased . billion in the second quarter after
increasing . billion in the first. The difference
between the . billion slowdown in  and the
. billion slowdown in profits from current pro-
duction was more than accounted for by inventory
profits, especially in petroleum refining. (Inven-
. Industry profits, which are estimated as the sum of corporate profits
before tax and the inventory valuation adjustment, are shown in  table
.. Estimates of the capital consumption adjustment do not exist at a detailed
industry level; they are available only for total financial and total nonfinancial
industries.

NOTE.—Levels of these and other profits series are found in NIPA tables 1.14, 1.16, 6.16C,
and 7.15.
tory profits are represented in the national income
and product accounts by the inventory valuation
adjustment, with the sign reversed.)
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