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GDP and the Economy

Advance Estimates for the Third Quarter of 2010

EAL GROSS domestic product (GDP) increased
2.0 percent in the third quarter of 2010, according
to the advance estimates of the national income and
product accounts (NIPAs) (chart 1 and table 1).! In the
second quarter, real GDP increased 1.7 percent.
The small acceleration in real GDP in the third
quarter primarily reflected a sharp deceleration in im-
ports and accelerations in inventory investment and in
consumer spending that were partly offset by a down-
turn in residential fixed investment and by decelera-
tions in nonresidential fixed investment and in
exports.>
e Prices of goods and services purchased by U.S. resi-
dents increased 0.8 percent in the third quarter after
increasing 0.1 percent in the second quarter. Energy
prices turned up in the third quarter, and food prices
decelerated. Excluding food and energy, gross domes-
tic purchases prices increased 0.6 percent after
increasing 0.8 percent.

eReal disposable personal income (DPI) increased 0.5
percent in the third quarter after increasing 4.4 per-
cent in the second quarter. Current-dollar DPI
increased 1.5 percent in the third quarter after
increasing 4.4 percent in the second quarter. The
sharp deceleration in real DPI in the third quarter
reflected a deceleration in personal income, an accel-
eration in personal current taxes, and an acceleration
in the personal consumption expenditures implicit
price deflator, which is used to deflate current-dollar
DPI.

eThe personal saving rate, personal saving as a per-
centage of current-dollar DPI, was 5.5 percent in the
third quarter; in the second quarter, it was 5.9 per-
cent.

1. “Real” estimates are in chained (2005) dollars, and price indexes are
chain-type measures. Each GDP estimate for a quarter (advance, second,
and third) incorporates increasingly comprehensive and improved source
data. More information can be found at www.bea.gov/about/infoqual.htm
and www.bea.gov/fag/national/gdp_accuracy.htm. Quarterly estimates are
expressed at seasonally adjusted annual rates, which assumes that a rate of
activity for a quarter is maintained for a year.

2. In this article, “consumer spending” refers to “personal consumption
expenditures,” “inventory investment” refers to “change in private invento-
ries,” and “government spending” refers to “government consumption
expenditures and gross investment.”

Christopher Swann prepared this article.

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

Table 1. Real Gross Domestic Product and Components
[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real GDP
GDP (percent) (percentage points)
(percent)
2010 |2009 2010 2009 2010
1l % | Il I % | I I
Gross domestic product ! ... 100.0| 50 3.7 1.7 204 50 37| 17| 20
Personal consumption
expenditures.... 704, 09| 19| 22| 26| 0.69| 1.33| 1.54| 1.79
231 17| 57| 34| 28| 042| 1.29| 0.79| 0.64
Durable goods... 74| -11| 88| 68| 6.1/-0.07| 0.62| 049 0.44
Nondurable goods 158| 3.1 42| 19| 13| 049| 0.67| 0.31| 0.20
Services 473| 05| 01| 1.6/ 25| 0.27| 0.03| 0.75| 1.15
Gross private domestic
investment ... 12.9| 26.7| 29.1| 26.2| 12.8| 2.70| 3.04| 2.88| 1.54
Fixed investmen: 12.0| -1.3| 33| 189 0.8|-0.12| 0.39| 2.06| 0.10
Nonresidential 98| -1.4| 78| 172| 9.7|-0.10| 0.71| 1.51| 0.91
Structures...... 26|-29.2-17.8| -0.5| 3.9|-1.01|-0.53|-0.01| 0.10
Equipment and software 71| 146| 20.4| 24.8| 120| 0.91| 1.24| 1.52| 0.80
Residential ..........ccc.ccovvnriens 22| -0.8|-12.3| 25.7|-29.1|-0.02|-0.32| 0.55|-0.80
Change in private inventories...... 0.9 il il 2.83| 2.64| 0.82| 1.44
Net exports of goods and
SEIVICES ..o =38 | s | | [ 1.90 | -0.31|-3.50 | -2.01
Exports 125| 244 11.4) 91| 50| 256| 1.30| 1.08| 0.61
Goods 87| 31.7| 140| 11.5| 34| 219| 1.09| 0.93| 0.29
Services 39| 102| 58| 39| 86| 0.37| 0.21| 0.15| 0.32
Imports.......... 16.3| 4.9| 11.2| 33.5| 17.4|-0.66 |-1.61|-4.58 | -2.61
Goods 135| 62| 12.0| 40.5| 18.1|-0.68 |-1.41|-4.46|-2.25
SEIVICES ....ooovrivrinriiiiniiiins 28| -05| 78| 43| 141| 0.02|-0.20|-0.12|-0.37
Government consumption
expenditures and gross
investment... 205| -14| -16| 39| 3.4 -0.28 -0.32| 0.80| 0.68
Federal 84| 00| 18] 91| 88| 0.01| 0.15| 0.72| 0.71
National defense ... 56| -25| 04| 74| 85|-0.13| 0.02| 0.40| 0.46
Nondefense 27| 56| 50| 128| 96| 0.14| 0.13| 0.32| 0.25
State and local ............ccccuvvvvnnnens 121| -2.3| -38| 0.6| -0.2|-0.29|-0.48| 0.08|-0.03

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

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

NIPA table 1.1.10.

Table 2. Real Gross Domestic Product (GDP) by Type of Product

[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real GDP
GDP (percent) (percentage points)
(percent)
2010 {2009 2010 2009 2010
Il v | I Il v | I 1l
Gross domestic product ™.............. 100.0| 50| 37| 17| 20| 50 37 17| 20
Final sales of domestic product 99.1| 21| 11| 09| 06| 2.19| 1.09| 0.90 0.57\
Change in private inventories.... 0.9 [ [errrires | cereenns 2.83| 264 0.82] 1.44
Goods 27.7| 239| 195| -0.8| 3.6| 5.74| 4.90|-0.20| 0.98
Services 654| 08| 00| 19| 24| 057| 002| 1.21| 1.55
Structures...... 6.9|-15.9|-152| 10.6| -7.2|-1.30|-1.18| 0.71|-0.53
Addenda:
Motor vehicle output ............cccvevvens 22| 13.7| 423| -2.7| 21.2| 0.25| 0.74|-0.06 0.42/
GDP excluding motor vehicle output 97.8| 48| 30| 18| 16| 476 299| 1.78| 1.59
Final sales of computers................... 0.6 17.3| 19.2| 53| 554 0.09| 0.10| 0.03| 0.25 —____|
GDP excluding final sales of
computers 99.4| 50| 37| 17| 18| 4.92| 363| 1.69| 1.76

1. The estimates under the contribution columns are percent changes.
Norte. Percent changes are from NIPA table 1.2.1, contributions are from NIPA table 1.2.2, and shares are

calculated from NIPA table 1.2.5.

Consumer spending picked up somewhat in the third
quarter. Spending for services accelerated, mainly re-
flecting a pick up in housing and utilities and an up-
turn in “other” services. Spending for both non-
durable goods and durable goods slowed.

Nonresidential fixed investment decelerated, reflecting
a deceleration in equipment and software. The main
contributors to the deceleration were slowdowns in
information processing equipment and software, in
industrial equipment, and in transportation equip-
ment. In contrast, spending for structures turned up.

Residential fixed investment turned down, mainly re-
flecting downturns in “other” structures (especially in
brokers’ commissions and improvements) and in sin-
gle-family structures.

Inventory investment accelerated, mainly reflecting an
upturn in manufacturing industries. It added 1.44
percentage points to real GDP growth.

Exports slowed, reflecting a slowdown in goods ex-
ports that was partly offset by a pickup in services ex-
ports. The largest contributor to the slowdown in
goods exports was a downturn in industrial supplies
and materials. The pickup in services exports mainly
reflected a pickup in travel services.

Imports slowed, reflecting a slowdown in goods im-
ports that was partly offset by a pickup in services im-
ports. All the major components except “other”
imports contributed to the slowdown in goods im-
ports; “other” imports turned up. The pickup in ser-
vices imports was mainly due to upturns in travel and
in passenger fares.

Federal government spending slowed somewhat, re-
flecting a slowdown in nondefense spending that was
partly offset by a pickup in defense spending.

State and local government spending turned down, re-
flecting a larger decrease in consumption expendi-
tures, specifically compensation, and a slowdown in
gross investment.

Real final sales of domestic product, real GDP less in-
ventory investment, increased 0.6 percent after in-
creasing 0.9 percent.

Motor vehicle output turned up, increasing 21.2 per-
cent after decreasing 2.7 percent.

Final sales of computers accelerated sharply, increas-
ing 55.4 percent after increasing 5.3 percent.
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Prices

Table 3. Prices for Gross Domestic Purchases

[Percent change at annual rates; based on seasonally adjusted index numbers (2005=100)]

Prices paid by U.S. residents, as measured by the gross
domestic purchases price index, accelerated in the

Change from Corltmﬁgngo %irscent third quarter. Excluding food and energy, prices
receding period lange In gross lowed slightly. i . fter i .
P domestic purchases prices slowed slig t Y, Icreasing 0.6 percent arter mmcreasing
(percent) (percentage points)
0.8 percent.
2009 2010 2009 2010

vl T Twtw i T Cons.umellr prices picked up, mainly reflecting an up-
turn in prices paid for goods that was partly offset by a
Gross domestic purchases ' 21| 21| 01| o8| 21| 21| 01| 08 deceleration in prices paid for services. The largest

Personal consumption expenditures . 27| 21| 00| 10| 182| 143/-003) 068— | contributor to the upturn in goods prices was an up-

GOOS.....evrverenens 28| 26| -36| 10| 0.61| 057|-0.83| 0.21 turn in prices pald for gasoline and other energy
Durable goods ... 07| 20| -16| -22| 0.04/-0.15/-0.11|-0.16 d
Nondurable goods 38| 47| -46| 25| 056| 072|-0.72| 0.37 g00ds.

Services 27| 18| 18| 10| 121| 0.85 080 047

Gross private domestic investment -07| -20| -07| 0.4|-0.05|-0.22|-0.09| 0.05 Prices paid for nonresidential fixed investment picked

Fixed mve.stme.nt -1.0| -1.4| -0.7| 02/|-0.13|-0.16|-0.08| 0.02 up slightly, reﬂecting a pickup in prices paid for struc-
Nonresidential ... -24| -1.9| 00| 04|-0.23|-0.18| 0.00| 0.03 — d ller d . . id f .
Structures 21| 09| 20| 26(-0.07| 002 0.05| 0.07 tures and a smaller decrease In prices paid for equip-
Equipment and software 25| -31| 08| -05|-0.16|-0.20|-0.05 |-0.03 ment and software.
Residential 43| 06| -32| -05| 0.10| 0.01|-0.08|-0.01
Change in Private INVENLONIES ..........occcee |oevee | ceesee | oo | eeee 0.07|-0.06 |-0.01| 0.03 Prices paid for residential fixed investment decreased

Government consumption expenditures less in the third quarter than in the second quarter.

and gross investment . ..| 15| 46| 09| 04| 030 089 0.17| 0.09 q !
Federal 15| 45| 091 041013 035 0.07] 0.03 Prices paid by government decelerated somewhat, re-
National defense.... 16| 53| 12| 04| 0.09| 0.28| 0.06| 0.02 . . . . .
Nondefense .. 15| 28 02| 03 004 007! 001! 001 flecting decelerations in prices paid by the federal gov-
State and local 15| 46| 09| 05| 0.18] 054| 0.10| 0.06 ernment and by state and local governments.

Addenda:

Gross domestic purchases: The “market-based” PCE price index turned up,
Food 00| 13| 13| 07| 000 0.07| 0.07| 0.04 v b fth . i ces. Exclud
Energy goods and services 202| 152[-17.4| 53| 0.74 058|-0.73| 020 mainly because of the upturn in energy prices. Exclud-
Excluding food and energy ... .| 15| 16| 08| 06| 1.32| 145] 0.72| 059 ing food and energy, the index increased about the

Personal consumption expenditures (PCE): same as in the second quarter.

Food.... 01| 18] 16
Energy goods and service 18.0| 16.4|-17.5 : : : _
Excluding food and energy 51l 12l 10 The GDP price index 1ncrease.d 2.3 percent, 1..5 per
“Market-based” PCE 22 17| -02 centage points more than the increase in the price in-
Excluding food and energy 14] 07] 10 dex for gross domestic purchases, reflecting a decrease
EIEESG THEE e =210 in import prices relative to a slight increase in export

1. The estimates under the contribution columns are percent changes

Note. Most percent changes are from NIPA table 1.6.7; percent changes for PCE for food and energy goods and

services and for PCE excluding food and energy are calculated from index numbers in NIPA table 2.3.4. Contribu-

tions are from NIPA table 1.6.8.

prices.

Note on Prices

BEA’s gross domestic purchases price index is the most
comprehensive index of prices paid by U.S. residents for all
goods and services. It is derived from the prices of personal
consumption expenditures (PCE), private investment, and
government consumption expenditures and investment.
BEA also produces price indexes for all components of
GDP. The PCE price index is a measure of the total cost of
consumer goods and services, including durable goods,
nondurable goods, and services. PCE prices for food,
energy goods and services, and for all items except food
and energy are also estimated and reported. Because prices
for food and energy can be volatile, the price measure that

excludes food and energy is often used as a measure of
underlying, or “core,” inflation. (The core PCE price index
includes purchased meals and beverages, such as restau-
rant meals, and pet food. See FAQ 518 on BEA’s Web site.)

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



http://faq.bea.gov/cgi-bin/bea.cfg/php/enduser/std_adp.php?p_faqid=518&p_created=1249319663

GDP and the Economy

November 2010

Personal Income

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

Level Change from preceding period
2010 | 2009 2010
il v | Il Il
Personal income 12,539.5| 75.0 111.3| 1235, 65.7
Compensation of employees, received ..............c...ee.. 79689| 327| 26.7| 622| 486
Wage and salary disbursements 6,380.9| 21.0 65| 51.1| 384
Private industries 5,196.0 21.7| 441 435| 46.6
Goods-producing industries 1,050.2| -0.6| -13.9 9.4 8.6
Manufacturing 665.0 85| =57 7.4 5.0
Services-producing industries 41459| 224 9.7 341 38.1
Trade, transportation, and utilities 1,004.2 13| -02 8.8 7.4
Other services-producing industries ... 31417 210| 101| 252| 307
Government 1,1848| -0.7| 10.6 76| -83
Supplements to wages and salarie! 1,588.1 11.7] 202 114 10.3
Proprietors’ income with IVA and CCAdj 1,0588| 157 8.6/ 19.0 9.1
Farm 49.8 8.2 0.6 21 109
Nonfarm 1,009.0 75 81 168 -18
Rental income of persons with CCAdj ... 305.4 3.7 9.9 6.1 6.6
Personal income receipts on assets 18984 -19| 219 3.3| -16.0
Personal interest income... 1,1832| -75 29| -34| -221
Personal dividend income . 715.2 56 19.0 6.8 6.0
Personal current transfer receipts .............couevrreeeens 2,309.8| 289| 57.3| 406 237
Less: Contributions for government social insurance 1,001.9 42| 13.0 7.8 6.3
Less: Personal current taxes. 1,159.6 02 175 26| 223
Equals: Disposable personal income 11,379.9| 747 939 1209| 434
Less: Personal outlays....... 10,7489 821, 982| 59.8| 852
Equals: Personal saving ... 6310 -74| -42| 61.0 418
Addenda: Special factors in personal income
In government wages and salaries:
Federal pay raise... 7.3 0.0 0.0 72 0.1
Reservists’ pay 9.0 03| -04 02 =07
In supplements to wages and salaries:
Employer contributions for social insurance............. 8.3 0.0 8.3 8.0 0.0
In personal current transfer receipts:
Cost-oftiving adjustments 0.0 0.0 0.0 0.0 0.0
Social security retroactive payments.. 0.0 28| -28 03| -03
Emergency unemployment compensation . 53.9| 126| 206| -11.9| -138
One-time ARRA payments.... 01| -12 0.0 0.0 0.0
Refundable ARRA tax credits 16.1 00| 326 0.0 0.0
Other ARRA-related social benefit payments. 43.6 03| 122 -9.0| -41
In contributions for government social insurance:
Increase in taxable wage base..........c.ccveuivreeneenns 8.6 0.0 8.6 0.0 0.0
Changes in premiums for supplementary medical
INSUFANCE ... vvvvveviseseseesssisess s nss st nes 2.2 0.0 0.0 2.2 0.0
In personal current taxes:
Federal tax law changes (“Making Work Pay”)......... -38.6 0.0 9.6 0.0 0.0
Refunds, settlements, and other ..o 4.8 0.0 0.0 4.8 0.0

Nore. Dollar levels are from NIPA tables 2.1 and 2.2B.
IVA Inventory valuation adjustment

CCAdj Capital consumption adjustment

October 2010 SURVEY.

Saving
The personal saving rate was 5.5 percent in the third quarter.
Since the first quarter of 2008—the first quarter of the
recent recession that ended in the second quarter off 2009
(as determined by the National Bureau of Economic
Research)—the saving rate has averaged 5.2 percent on a
quarterly basis, the highest rate since the third quarter of
1998. For a broader view underlying trends in the saving
rate, see “Alternative Measures of Personal Saving” in the

Personal income, which is measured in current dol-
lars, decelerated in the third quarter, increasing $65.7
billion after increasing $123.5 billion. The decelera-
tion primarily reflected a larger decrease in personal
interest income, a downturn in nonfarm proprietors’
income, and decelerations in personal current transfer
receipts and in wage and salary disbursements that
were partly offset by a pickup in farm proprietors’ in-
come.

The deceleration in wage and salary disbursements
primarily reflected monthly employment, average
weekly hours, and average hourly earnings.

The pickup in farm proprietors’ income primarily re-
flected an upturn in farm prices.

The downturn in nonfarm proprietors’ income
mainly reflected a deceleration in mining and down-
turns in finance and insurance and in real estate and
rental and leasing.

The larger decrease in personal interest income re-
flected a larger third-quarter decrease in interest rates.

The deceleration in personal current transfer receipts
primarily reflected a slowdown in government social
benefits to persons. The largest contributor to the
slowdown was “other” government social benefits,
mainly a deceleration in Medicaid expenditures.

Personal saving decreased $41.8 billion after increas-
ing $61.0 billion, reflecting a slowdown in disposable
personal income and a pickup in personal outlays.

Chart 2. Personal Saving Rate
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http://www.bea.gov/scb/pdf/2010/10%20October/1010_saving.pdf
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Source Data for the Advance Estimates

Table 5. Source Data and Key Assumptions for the Advance Estimates of GDP for the Second Quarter of 2010
[Billions of dollars, seasonally adjusted at annual rates]

2010
April May June July | August | Sept.
Private fixed investment:
Nonresidential structures:
Value of new nonresidential construction put in place ............cucveerenierineenineneisinenenns 2741| 267.3| 263.0/ 263.5| 259.7| 261.6
Equipment and software:
Manufacturers’ shipments of complete aircraft ..........cccovrneieinieeceeseeees 332 28.4 32.1 479 40.0 295
Residential structures:
Value of new residential construction put in place:
SINGIE FAMIIY ..o 120.1| 1195 1177 1143| 109.5| 106.9
MUBIAMIY .1 13.9 13.2 13.3 13.4 1.8 11.6
Change in private inventories:
Change in inventories for nondurable manufacturing...............ccoveeveeererrerceneeeeeenecenennns 30| -b558| -33.0 38.4 -8.9 24.0
Change in inventories for merchant wholesale and retail industries other than motor
VEhiCles and EQUIDMENT ... nes 37.6 36.9 42 66.1 51.6 92.2
Net exports: 2
Exports of goods:
U.S. exports of goods, international-transactions-accounts basis 1,249.4| 1,285.3| 1,258.7| 1,291.9| 1,292.4| 1,275.4
Excluding gold 1,2326| 1,271.6| 1,245.1| 1,274.7| 1,267.0| 1,257.4
Imports of goods:
U.S. imports of goods, international-transactions-accounts basis 1,882.4| 1,940.9| 2,005.4| 1,952.9| 2,000.3| 1,981.9
EXcluding gold ... .11,869.6| 1,929.5| 1,994.4| 1,942.8| 1,990.8| 1,972.0
Net exports of goods. -633.0| -655.7| -746.7| -661.0| -707.9| -706.6
Excluding gold —-637.0| -657.9 -749.3| -668.1| -723.8| -714.6
State and local government structures:
Value of new ConStruction Ut in PIACE.........vvrererirreriieririns e seeeeees 273.9| 270.8| 276.7| 276.0) 2835 279.7

1. Assumption.
2. Nonmonetary gold is included in balance-of-payments exports and imports,

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

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

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

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

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

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

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

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

Source Data and Key Assumptions for the Advance Estimates of GDP

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

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

GDP prices: consumer price indexes (3), producer price
indexes (3), and values and quantities of petroleum imports

(2).

Unavailable source data

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

e An increase in nonresidential structures,

o A decrease in aircraft shipments,

e Decreases in single-family and multifamily residential
structures,

o Increases in the change in inventories of nondurable-
goods manufacturing industries and of nonmotor vehicle
merchant wholesale and retail trade industries,

o A decrease in exports of goods (excluding gold) and a
larger decrease in imports of goods (excluding gold), and

o A decrease in state and local government structures.

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

www.bea.gov.
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Seasonal Adjustment and the Price Index for Imports of Petroleum

Seasonal adjustment is undertaken to remove recurring
seasonal variations from economic time series that occur
in the same time period and with about the same magni-
tude each year. It is a statistical procedure that is used to
distinguish seasonal fluctuations from changes in trend
growth so that the remaining movements in the series
better reflect cyclical patterns in economic activity. For
example, consumer spending for electronics decreases in
January after the holiday season ends, and new home
construction increases in the spring as weather condi-
tions improve. Therefore, after seasonal adjustment, the
strength in electronics spending (or in new home con-
struction) is measured relative to whether it decreases
(or increases) from month to month or quarter to quar-
ter more or less than “normal.” If a time series is not sea-
sonally adjusted, it is often more appropriate to compare
values for the same period year over year.

Most quarterly and monthly BEA estimates are
seasonally adjusted. The quarterly (and monthly) esti-
mates in the national income and product accounts
(NIPAs) are seasonally adjusted at the detailed series
level when the series—usually current-dollar values or
prices—demonstrate statistically significant seasonal
patterns. For most data series that are seasonally adjusted
by the source agency, BEA incorporates the seasonally
adjusted series. To seasonally adjust a time series, BEA
applies factors that are derived from present and past ob-
servations of the series to the not seasonally adjusted
data.!

Revisions to the seasonal factors primarily reflect the
incorporation of newly available data, which in turn may
reflect changes in underlying economic conditions that

1. In most cases, seasonal factors for a year average to 1.00. For quarterly
data, a seasonal factor of less than 1.00 means that for the period, the season-
ally adjusted value is higher than the not seasonally adjusted value. Similarly, a
seasonal factor greater than 1.00 means that the seasonally adjusted value is
lower than the not seasonally adjusted value.

govern the seasonal pattern. For example, in the 2009
comprehensive revision of the NIPAs, BEA began sea-
sonally adjusting petroleum import prices, beginning
with 1991, because prices (measured as dollars per bar-
rel) tended to be higher in the second and third quarters
than in the first and fourth quarters.? The extreme vola-
tility in petroleum prices over the 2008—2009 time period
substantially affected the estimated seasonal factors for
recent time periods. Large seasonal factors were pre-
dicted for the quarters of 2010 because the seasonal fac-
tors were most strongly influenced by the data from
those recent years even though the not seasonally ad-
justed prices in 2010 have not displayed the same magni-
tude of volatility as in previous years.

Chart A compares the not seasonally adjusted quar-
terly price for imports of petroleum and products with
the published seasonally adjusted quarterly price. The

2. See Clinton P. McCully and Steven Payson, “Preview of 2009 Comprehen-
sive Revision of the NIPAs,” SUrRVEY oF CURRENT BusiNess 89 (May 2009): 7.

Chart A. Imports of Petroleum and Products
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Seasonal Adjustment and the Price Index for Imports of Petroleum

not seasonally adjusted price decreased 88 percent in the
fourth quarter of 2008 and decreased 86 percent in the
first quarter of 2009—the largest price drops since the
crude oil price collapse of 1986. After the declines in
2008 and 2009, the not seasonally adjusted petroleum
price began to rebound in the second quarter of 2009
and continued to increase through the second quarter of
2010, not following the “normal” seasonal pattern. As a
result, the seasonally adjusted price increased more in
the fourth quarter of 2009 and in the first quarter of 2010
than the “normal” seasonal pattern.

For many series, BEA updates seasonal adjustment
factors during each annual revision (or comprehensive
revision). The estimated factors are derived using the
Census Bureaus X-12 ARIMA program and data
through the end of the most recent complete year. The
X-12 ARIMA program also produces forecasted seasonal
factors into the next calendar year. For example, during
the 2010 annual revision, the seasonal factors of the price
index for imports of petroleum and products were up-
dated by applying the X-12 ARIMA program to data
through 2009, and forecasted seasonal factors were de-
rived for 2010.

Chart B compares the revised seasonal factors of the
price index for imports of petroleum and products from
the 2010 annual revision with the seasonal factors from
the 2009 comprehensive revision. As the chart shows,
updating the seasonal factors through 2009 had the most
impact on the seasonal factors for the first and third
quarters of the years shown. The revisions to the seasonal
factors reflect the tradeoff between employing a flexible
seasonal adjustment method that allows for changes in
the underlying seasonal factors and the risk that the esti-
mated seasonal factors may be overly sensitive to the vol-
atility of the series.

Many forecasters of GDP use information from the
Census Bureau’s “U.S. International Trade in Goods and
Services” on monthly real exports and imports to project

the impact of the trade data on GDP. However, caution is
needed when comparing the growth rates based on the
Census Bureau data for real imports of petroleum with
the corresponding NIPA estimates because of differences
in seasonal adjustment.’ In the NIPAs, BEA deflates im-
ports of petroleum and products using a seasonally ad-
justed price index, while the Census Bureau uses a not
seasonally adjusted price index. In general, BEA and the
Census Bureau attempt to use consistent price indexes
where possible, and currently, the two agencies are inves-
tigating the most appropriate seasonal adjustment for
both the price index and real imports of petroleum and
products.

3. The NIPA estimates are derived from BEA’s international transactions
accounts, which include adjustments to the Census Bureau data for purchases
of fuel by U.S. ocean and air carriers in foreign ports and for purchases of fuel
abroad by the U.S. military. For more information on balance of payments
adjustments to Census trade data go to BEA’'s Web site at www.bea.gov. Under
“International,” click on “Balance of Payments,” and next to “Interactive
Tables,” click on “Detailed estimates,” and then on “Table 2a. U.S. Trade in
Goods,” which presents the balance of payments adjustments at the top of the
table in section A.

Chart B. Seasonal Factors for the Price Index for Imports
of Petroleum and Products
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