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Supplemental Notes

The Domestic Nonfinancial Economy

Industrial Production

Industrial production rose 0.4 percent in February after having increased a
revised 0.2 percent in January.! Before that, industrial production had fallen in
fifteen of the eighteen months since its recent peak in June 2000; the

cumul ative decline between June 2000 and December 2001 was about

7 percent. Output in manufacturing rose 0.3 percent in both January and
February; manufacturing output in January was originally estimated as having
been unchanged. The factory operating rate in February, at 73.2 percent, was
0.3 percentage point higher than at the end of last year.

The recent improvement in manufacturing output reflected a step-up in
production in several major industries, including stedl, high-technology, paper,
chemicals, and tobacco products. Among high-technology industries, the
turnaround in the output of computers and semiconductors, which began last
autumn, continued into early thisyear. In addition, the production of
communications equipment, which had fallen precipitoudy for more than a
year, held steady in February. The output of motor vehicles and parts, which
surged toward the end of 2001, has been little changed, on net, since December.
Production in afew industries, such as aircraft and printing and publishing,
posted further sizable declines last month.? Elsewhere in manufacturing,
results have been more mixed since the beginning of the year.

Outside of manufacturing, mining production fell further in February as
activity in the oil and gas extraction industry contracted again. Output at
utilities jumped 2.7 percent; while still on the mild side, temperatures were
closer to historic normsin February than during the previous few months.

Looking at the market groups excluding the high-technology, motor vehicle,
aircraft, and energy industries, consumer goods production has been little
changed over the past few months. The output of consumer durable goods has
been volatile recently, largely reflecting swings in appliances and televisions,
smoothing through the bumps, output in this group, which had fallen sharply
since the fourth quarter of 2000, has stabilized in recent months. The output of
nondurable consumer goods was little changed for a fourth successive month.
Losses in consumer paper products, mainly periodicals, books, and cards, have
been offset by gains elsewhere.

1. Production in the fourth quarter was aso revised up, in large part due to stronger output
of semiconductors.

2. Scheduled completions by producers of civilian aircraft suggest thet the steep declinesin
production in that industry will persist in the near term.



Selected Components of Industrial Production
(Percent change from preceding comparabl e period)

20012 20013 20023
Proportion | 2001%
Component 2001 Q3 Q4 Dec. Feb.
Total 100.0 -5.8 -4.7 -6.6 -3 2 4
Manufacturing 85.8 -6.1 -4.9 -6.3 -3 3 3
Ex. motor veh. and parts 79.5 -6.6 -5.8 -6.0 -.6 3 2
Ex. high-tech industries 72.3 -55 -4.0 -6.7 -7 2 2
Mining 7.1 -25 -4.1 -12.0 -1.8 -3 7
Utilities 7.1 -5.6 -3.0 -5.0 9 -3 7
Selected industries
High technology 7.3 -15.7 -21.8 12 3 12
Computers 17 -8.2 -14.7 3.6 19 15
Communication equipment 16 -24.5 -28.1 -26.2 -3.6 A
Semiconductors? 3.9 -14.9 -22.2 144 11 15
Motor vehicles and parts 6.3 -4 6.6 -10.1 3.7 5
Aircraft and parts 2.6 -11.8 -14.8 -27.0 -4.7 -2.6
Market groups excluding
energy and selected industries
Consumer goods 23.3 -1.7 -1.7 -31 3 -2 A
Durables 34 -8.1 -5.8 -11.0 13 -1.4 11
Nondurables 19.9 -5 -1.0 -1.7 1 .0 -1
Business equipment 7.7 -10.7 -15.0 -8.1 24 13 5
Defense and space equipment 20 2 -7 39 4 5 3
Construction supplies 6.4 -3.9 -15 -9.5 9 .0 9
Business supplies 6.9 -85 -4.6 -5.2 -1.2 -3 A
Materials 23.6 -6.9 -20 -9.2 -1.3 .6 5
Durables 16.0 -7.3 -3.6 -12.4 -1.1 4 A4
Nondurables 7.6 -6.0 14 -2.3 -1.6 1.2 .6
1. Fourth-quarter to fourth-quarter change.
2. Annud rate.
3. Monthly rate.
4. Includes related electronic components.
Capacity Utilization
(Percent of capacity)
1967- 1990- 2001 2002
2001 1982 91
Sector average low low Q2 Q3 Q4 Jan. Feb.
Total industry 81.9 711 78.1 774 762 747 745 748
Manufacturing 80.9 69.0 76.6 75.6 745 731 73.0 73.2
High-tech industries 80.0 77.3 724 66.4 61.3 60.7 61.2 61.5
Excluding high-tech industries 81.0 68.0 76.8 76.7 76.1 74.7 74.6 74.7
Utilities 87.6 75.9 83.4 881 863 841 829 8438




The output of business equipment has been choppy recently, but, on balance,
has continued to dide; the farm, metalworking, and special industrial machinery
industries have been particularly weak. The output of construction supplies has
improved recently, with acumulative gain of nearly 2 percent over the three
months ending in February. The production of business supplies edged up in
February even though the output of job printing fell further. The output of
materials posted solid gains in both January and February, led by higher
production in steel, paper, and chemicals. According to our industry contacts,
the recent increases in stedl output likely reflect a pull-ahead in demand from
steel service centersin an attempt to build inventories in advance of tariff-
related price hikes.

The diffusion index for the three-month change of production in total

industrial output jumped to 58 percent in February. Thisisthefirst time since
July 2000 that this measure has registered above 50 percent and indicates that
more than half of the industries posted increases in production from three
months earlier.

Business Inventories

The book value of manufacturing and trade inventories (excluding motor
vehicles) fell at amarkedly slower rate ($18 billion) in January than the steep
pace of liquidation ($96-1/4 billion) in the fourth quarter of last year. Salesin
this broad category increased in January, and the inventory-salesratio fell to
1.34 months, the lowest reading since June 2000.

Although manufacturers recorded another sizable drawdown of stocksin
January, the rate of liquidation at wholesalers owed, and inventories held by
non-auto retailersincreased at an annual rate of$20.8 billion rate. The jumpin
retail stocksin January was surprising because it was accompanied by a
sizable increase in non-auto retail sales. The combined effect pushed the
inventory-sales ratio down further to 1.45 months, the lowest ratio since 1992
when comparable data are first available. Retail inventoriesincreased in
nearly every category, with the most notable accumulation recorded at motor
vehicles and parts dealers ($46.3 billion). Nevertheless, inventory-sales ratios
remain at the low end of historical readingsin every retail category.

At the wholesale level, the book value of inventories excluding motor vehicles
edged down at an annual rate of $4.9 billion in January, after having declined
at a$31.7 billion rate in the fourth quarter. Wholesalers of electrical goods
and metals and minerals continued to run off stocks in January, but distributors
of professional and commercial equipment built stocks for the first time since
last April. Stocks held by distributors of nondurable goods were little changed
in January. Sales at non-auto wholesalersincreased 1.2 percent in January,
and the inventory-sales ratio for the sector dropped to 1.26 months, the lowest



CHANGES | N MANUFACTURI NG AND TRADE | NVENTORI ES
(Billions of dollars;
based on seasonal | y adjusted Census book val ue)

annual

rate except as noted;

2001 2001 2002
Cat egory
Q (0¢} A Nov. Dec. Jan.
Manuf acturing and trade -43.3 -61.5 -151.2 -165.0 -61.7 25.0
Less whol esal e and retail
not or vehicl es -40.4 -66. 2 -96.3 -129.7 -67.1 -18.0
Manuf act uri ng -34.4 -45. 3 -53.5 -71.7 -49. 2 -33.9
Mer chant whol esal ers .2 -18.8 -35.1 -44. 4 -18.6 -8.3
Less notor vehicles 3.3 -19.1 -31.7 -34.2 -14.8 -4.9
Retail trade -9.0 2.6 -62.5 -48.9 6.1 67.2
Aut onot i ve deal ers .3 4.4 -51.5 -25.1 9.2 46. 3
Less autonotive deal ers -9.3 -1.8 -11.0 -23.8 -3.0 20.8
SELECTED | NVENTORY- SALES RATI OS | N MANUFACTURI NG AND TRADE
(Months’ supply, based on seasonally adjusted Census book val ue)
2001 2001 2002
Cat egory
Q oS} A Nov. Dec Jan
Manuf acturing and trade 1.42 1.42 1.38 1.39 1.39 1.38
Less whol esal e and retail
not or vehicl es 1.38 1.38 1.37 1.38 1.37 1.34
Manuf act uri ng 1.38 1.38 1.37 1.39 1.37 1.33
Primary netal s 1.76 1.73 1.76 1.79 1.81 1.69
St eel 2.20 2.19 2.17 2.23 2.19 2.10
Machi nery 2. 06 2.09 2.12 2.16 2.18 2.04
Conput ers and el ectronics 1.52 1.56 1. 47 1.53 1.45 1.41
El ectrical equi pnent 1.39 1.46 1.48 1.53 1.48 1.50
Transportati on equi pnent 1.42 1.42 1.39 1.38 1.36 1.32
Mot or vehi cl es .59 .58 .55 .55 .54 .51
Aircraft 3.84 3.77 3.80 3.62 3.78 3.92
Fabricated netal s 1.69 1. 67 1.62 1. 65 1.63 1.60
Textiles 1.68 1.60 1.56 1. 56 1.57 1.58
Paper 1.18 1.20 1.23 1.25 1.26 1.21
Chemi cal s 1.43 1. 46 1.45 1.45 1.47 1. 46
Pet r ol eum . 68 .70 .72 .75 .72 . 69
Rubber and pl astics 1.22 1.18 1.16 1.19 1.16 1.13
Mer chant whol esal ers .32 .30 .29 1.30 1.30 .28
Less notor vehicles 1.31 1.29 1.28 1.28 1.28 1.26
Dur abl e goods 1.61 1.59 1.56 1.57 1.56 1.54
Nondur abl e goods 1.03 1.02 1.02 1.02 1.03 1.02
Retail trade 1.56 1.57 1.47 1.48 1.49 1.51
Less autonotive deal ers 1.47 1.48 1.46 1.47 1.46 1.45
Aut onoti ve deal ers 1.80 1.83 1.48 1.52 1.55 1.68
Ceneral nmerchandi se 1.92 1.91 1.86 1.89 1.84 1.81
Appar el 2.41 2. 44 2. 30 2. 36 2. 26 2.28
Food . 86 .85 84 85 . 84 .83
Mermo: Manufacturing and trade
shi pnents and sal es 834.5 824.1 821.8 817.3 817.6 826. 4

(billions of dollars)




Inventory-Sales Ratios
(Seasonally adjusted book value)

Manufacturing

Ratio
1.65

1.60
1.55
1.50
1.45
1.40
1.35

1.30

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Wholesale Trade Excluding Motor Vehicles

Ratio
1.34

1.32
1.30
1.28
Jan. 1.26
1.24

1.22

1.20
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Retail Trade Excluding Motor Vehicles

Ratio
1.70

1.65
1.60
1.55
1.50

Jan.{ 1.45

— 140
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002



ratio since June 2000. Nevertheless, stocks remain high relative to shipments
at wholesalers of machinery and metals and minerals.

The book value of manufacturers' inventories decreased at an annual rate of
$33.9 hillionin January. Stocks held by manufacturers of durable goods
declined in every magjor industry grouping except lumber and wood products,
which accumulated inventories in January for the first timein six months. The
largest drawdowns occurred at producers of transportation equipment, primary
metals, and machinery. Notably, the pace of liquidation at makers of
computers and electronic products abated considerably. With the increase in
factory shipmentsin January, the overall inventory-sales ratio dropped to
1.33 months in January—its lowest level since July 2000. Nevertheless,
stocks remain high relative to shipments at manufacturers of electrical
equipment, chemicals, and leather and allied products.

Consumer Sentiment

According to the preliminary report, the Michigan Survey Research Center’s
index of consumer sentiment jumped more than 4 pointsin early March. The
index stands at its highest level since December 2000 when the decline in
consumer confidence began. The current-conditions component of the overall
index increased about 3 pointsin early March, continuing itsrise from
February and fully reversing the drop in January. The expected-conditions
component shot up 5 points this month and is 10 points above its December
2001 level.

Among those items not included in the overall index, expectations about the
change in unemployment over the next twelve months improved considerably
and have now plunged about 40 points since October 2001. Meanwhile,
appraisals of buying conditions for carsfell dightly in early March, likely
reflecting afurther cutback in financing rates on new car loans. Appraisals of
home buying conditions also ticked down early this month.

In early March, the mean and median of expected inflation over the next
twelve months climbed noticeably to 3.1 and 2.6 percent, respectively. These
measures have now retraced almost all of their sharp declines in October and
November, but remain well below the levels reached in mid-2001. The mean
of expected inflation over the next 5 to 10 years inched up 0.1 percentage point
to 3.2 percent, while the median was unchanged at 2.8 percent.

Producer Prices

The producer price index for finished goods rose 0.2 percent in February,
boosted by increases in food and energy prices. Over the twelve months ending
in February, the PPl has declined 2.6 percent; this compares with a year-earlier
twelve-month gain of 4 percent. Excluding food and energy, finished goods
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UNI VERSI TY OF M CH GAN SURVEY RESEARCH CENTER: SURVEY OF CONSUMER ATTI TUDES
(Not seasonal |y adj usted)
2001 2001 2001 2001 2001 2001 2002 2002 2002
July Aug. Sept. Cct. Nov. Dec. Jan. Feb. Mar
(p)
I ndexes of consuner sentinent (Feb. 1966=100)
Conposite of current and expected conditions 92.4 91.5 81.8 82.7 83.9 88.8 93.0 90.7 95.0
Current conditions 98.6 101.2 94.6 94.0 95.3 99.0 95.7 96.2 99.3
Expected conditions 88.4 85.2 73.5 75.5 76.6 82.3 91.3 87.2 92.3
Personal financial situation
Now conmpared with 12 nonths ago* 114 118 108 107 107 108 105 106 111
Expected in 12 nont hs* 133 127 128 128 134 138 141 137 133
Expect ed busi ness conditions
Next 12 nont hs* 115 102 71 77 76 86 111 106 119
Next 5 years* 107 113 95 98 97 106 115 107 120
Apprai sal of buying conditions
Cars 138 132 133 152 164 163 156 156 150
Large househol d appl i ances* 141 144 136 136 140 148 143 143 146
Houses 149 154 149 159 161 167 161 164 163
Wl lingness to use credit 41 47 39 52 54 44 39 45 42
W IIlingness to use savings 60 55 47 62 56 55 55 63 57
Expect ed unenpl oynent change - next 12 nonths 140 142 151 150 143 135 123 124 110
Prob. household will lose a job - next 5 years 24 23 24 21 24 23 23 24 24
Expected inflation - next 12 nonths
Mean 3.0 3.1 3.2 1.6 1.0 1.9 2.2 2.4 3.1
Medi an 2.6 2.7 2.8 1.0 4 1.8 1.9 2.1 2.6
Expected inflation - next 5 to 10 years
Mean 3.4 3.6 3.4 2.8 3.2 3.4 30 31 32
Medi an 2.9 3.0 2.9 2.7 2.8 3.0 2.7 2.8 2.8
* -- Indicates the question is one of the five equally-weighted components of the index of sentinent.
(p) -- Prelimnary
(f) -- Fina
Note: Figures on financial, business, and buying conditions are the percent reporting 'good tinmes (or

"better’) minus the percent
unenpl oynment

unenpl oynent to fall, plus 100.

reporting 'bad tines’
is the fraction expecting unenploynment to rise mnus the fracti on expecting

(or "worse’), plus 100.

Expect ed change in



prices were unchanged last month; this | eft the twelve-month change in the core
PPI at 0.5 percent, compared with ayear-earlier increase of 1.3 percent.

The PPI for energy rose 0.4 percent in February, following atiny increasein
January and a string of sharp declinesin earlier months. Gasoline prices jumped
4-1/2 percent last month, following a 3.4 percent increase in January. Fuel oil
prices also rose last month; by contrast, prices for natural gas and e ectricity
declined. Overall, producer energy prices have tumbled more than 20 percent
over the past year.

Producer food prices rose 1 percent, with prices of vegetables, fish, and beef and
vea posting especially large increases. However, the twelve-month changein
the PPI for food stood at 1.9 percent in February, down a percentage point from
ayear earlier.

The PPI for core consumer goods edged down 0.1 percent in February. Apparel
and tobacco prices were flat, and a 0.2 percent decline in passenger car prices
partly offset a 0.6 percent increase in light truck prices. The PPI for core
consumer goods rose 0.7 percent over the twelve months ending in February,
and has decelerated nearly a percentage point over this period.

Producer prices of capital goods ticked up 0.1 percent last month. Within
capital equipment, prices for communication equipment moved up 0.5 percent,
but thisindex was till 0.7 percent below ayear earlier. Computer prices
dropped 4.1 percent in February, and were down 28-1/2 percent over the
previous twelve months.

At earlier stages of processing, the PPl for core intermediate materials was flat
last month. Core intermediate prices have decelerated about 3 percentage points
over the past year, and the twelve-month decline in thisindex was 1.8 percent in
February. Core crude materials rose 1-1/2 percent in February, but were down
nearly 7 percent relative to ayear earlier.



RECENT CHANGES | N PRODUCER PRI CES
(Percent change; based on seasonally adjusted data)!?

Rel ative 2001 2002
i mportance
Dec. 2001 2000 2001 (02 (0] (0] Jan. Feb
----- Annual rate------ -Mnthly rate-
Fi ni shed goods 100.0 3.6 -1.8 .0 -1.7 -9.6 .1 .2
Consuner foods 21.0 1.7 1.8 .6 1.7 -4.2 .8 1.0
Consuner energy 13.8 16. 6 -17.2 -6.9 -17.1 -43. 4 .1 .4
O her finished goods 65. 2 1.3 .7 1.9 1.1 -1.3 -1 .0
Consuner goods 38.2 1.4 1.3 2.6 1.0 -.8 -1 -1
Capi tal equi pnent 27.1 1.2 -1 .3 1.2 -2.0 -1 .1
Intermedi ate material s2 96.0 4.2 -4.2 -1.5 -5.6 -10.1 -.1 -.1
Excl udi ng food and energy 81.0 1.6 -1.6 -.9 -3.5 -3.5 .0 .0
Crude food materials 46. 2 7.4 -7.4 -4.0 3.8 -34.7 4.0 2.3
Crude energy 31.1 85.6 -53.0 -52.0 -63.7 -51.3 5.6 -6.5
O her crude materials 22.6 -5.5 -9.9 -15.3 -2.4 -9.0 -.5 1.5

1. Changes are fromfinal nonth of preceding period to final nmonth of period indicated
2. Excludes materials for food manufacturing and ani mal feeds.

RECENT CHANGES | N PRODUCER PRI CES -- RELATI VE CONTRI BUTI ON
(Percent change; based on seasonal |y adjusted data)?

Rel ati ve 2001 2002
i mportance
Dec. 2001 2000 2001 Q 0¢} o7} Jan. Feb
----- Annual rate------ -Mnthly rate-
Fi ni shed goods 100.0 3.6 -1.8 .0 -1.7 -9.6 .1 .2
Consuner foods 21.0 .3 .4 .1 .3 -.9 .2 .2
Consuner energy 13.8 2.4 -2.8 -1.2 -2.9 -8.0 .0 .0
O her finished goods 65. 2 . 8 .5 1.2 .7 -.8 .0 .0
Consuner goods 38.2 .5 .5 .9 .4 -.3 .0 -.0
Capi tal equi pnent 27.1 .3 .0 .1 .3 -.5 .0 .0

1. Data may not add due to roundi ng
2. Changes are fromfinal nmonth of preceding period to final nonth of period indicated
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The Domestic Financial Economy

Erratum. On page 111-1 of the Greenbook, the second sentence of the last
paragraph should read: “ Spreads edged down, however, on net for most of the
investment-grade market and actually fell to the lowest level since late 2000 for
a broad index of speculative-grade firms.”
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Selected Financial Market Quotations
(One-day quotes in percent except as noted)

Change to Mar. 14 from
2000 2001 2002 2002 selected dates (percentage points)
Instrument 2000 2001 2002
June 26 Sept. 10 Jan. 2p Mar. 14 June|26 Sept 10 Jan. 29
Short-term
FOMC intended federal funds rate 6.50 3.50 1.75 1.75 -4.75 -1.75 .00
Treasury billst
3-month 5.66 3.19 1.69 1.82 -3.84 -1.37 A3
6-month 5.94 3.13 1.80 2.01 -3.93 -1.12 21
Commercial paper (A1/P1 rates)
1-month 6.56 3.42 1.76 1.79 -4.77 -1.63 .03
3-month 6.56 3.24 1.77 1.86 -4.70 -1.38 .09
Large negotiable CD5
1-month 6.64 3.46 1.80 1.85 -4.79 -1.61 .05
3-month 6.73 3.26 1.80 1.92 -4.81 -1.34 A2
6-month 6.89 3.24 1.94 2.14 -4.75 -1.10 .20
Eurodollar deposit3
1-month 6.63 341 1.77 1.83 -4.80 -1.58 .06
3-month 6.69 3.26 1.79 191 -4.78 -1.35 A2
Bank prime rate 9.50 6.50 4.75 4.75 -4.75 -1.75 .00
Intermediate- and long-term
U.S. Treasury
2-year 6.54 3.59 3.03 3.59 -2.95 .00 .56
10-year 6.35 5.14 5.28 5.72 -.63 .58 44
30-year 6.22 5.55 5.65 6.03 -.19 .48 .38
U.S. Treasury 10-year indexed note 4.09 3.26 3.46 341 -.68 .15 -.05
Municipal revenue (Bond Buyef) 5.99 5.25 5.46 5.63 -.36 .38 17
Private instruments
10-year swap 7.38 5.62 5.77 6.05 -1.33 43 .28
10-year FNMA 7.15 5.64 5.65 6.11 -1.04 A7 46
10-year AA® 7.64 6.30 6.22 6.59 -1.05 .29 .37
10-year BBE 8.40 7.11 7.20 7.72 -.68 .61 .52
High yield® 12.30 12.72 12.65 12.14 -.16 -.58 -51
Home mortgages (FHLMC survey rate)
30-year fixed 8.14 6.89 6.96 6.87 -1.27 -.02 -.09
1-year adjustable 7.22 5.64 5.10 5.07 -2.15 -57 -.03
Change to Mar. 14
Record high 2001 2002 from selected dates (percent)
Stock exchange index Record 2001 2002
Level Date Sept. 10 Jan. 29 Mar. 14 high Sept. |10 Jan. 29
Dow-Jones Industrial 11,723 1-14-00 9,606 9,618 10,517 -10.29 9.49 9.35
S&P 500 Composite 1,527 3-24-00 1,093 1,101 1,153 -24.51 5.54 4.76
Nasdaq (OTC) 5,049 3-10-00 1,695 1,893 1,854 -63.27 9.36 -2.05
Russell 2000 606 3-9-00 441 474 498 -17.88 12.94 5.02
Wilshire 5000 14,752 3-24-00 10,104 10,318 10,790 -26.86 6.78 4.57
1. Secondary market.
2. Bid rates for Eurodollar deposits collected around 9:30 a.m. Eastern time.
3. Derived from a smoothed Treasury yield curve estimated using off-the-run securities.
4. Most recent Thursday quote.
5. Derived from smoothed corporate yield curves estimated using Merrill Lynch bond data.
6. Merrill Lynch Master Il high-yield bond.
7. For week ending Friday previous to date shown.
NOTES:

June 26, 2000 is the day before the FOMC meeting that ended the most recent period of policy tightening.
September 10, 2001 is the day before the terrorist attacks.
January 29, 2002 is the day before the most recent FOMC meeting.

BA:DAM
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Commercial Bank Credit
(Percent change, annual rate, except as noted; seasonally adjusted)

Level,
Type of credit 2001 Q3 Q4 Dec. Jan Feh. Feb. 2002
2001 2001 2001 2002 2002 ($ billions)
Total
1. Adjusted 3.8 2.8 23 24 -2.7 3.3 5,267
2. Reported 4.5 3.0 3.1 -4.8 -2.3 2.9 5,408
Securities
3. Adjusted 9.0 13.1 13.5 23.6 -2.3 4 1,328
4. Reported 11.4 13.0 15.3 -5.2 -1.1 -.6 1,470
5. Treasury & Agency 2.3 3.6 21.6 239 -19.5 -2.8 808
6. Other 24.8 24.6 7.9 -39.9 22.0 25 662
Loan3

7. Total 2.2 -4 -1.3 -4.6 -2.8 4.2 3,939
8. Business -4.5 9.1 -11.9 -16.5 -10.4 10.8 1,023
9. Real estate 6.1 3.9 7.3 6.8 -1.0 5.4 1,770
10. Home equity 17.7 13.3 29.2 27.3 33.7 29.8 161
11. Other 5.1 3.1 5.4 4.9 -4.4 3.2 1,609
12. Consumer 3.9 -1.7 5.8 9 6.0 13 564
13. Adjusted 6.5 15 8.9 3.3 7.7 -2.3 904
14. Other 1.7 4.5 -13.3 -23.0 -3.1 -8.6 582

Note. All data are adjusted for breaks caused by reclassifications. Monthly levels are pro rata averages of weeldgyWednes
levels. Quarterly levels (not shown) are simple averages of monthly levels. Annual levels (not shown) are levels fibr the four
quarter. Growth rates are percentage changes in consecutive levels, annualized but not compounded.

1. Adjusted to remove effects of mark-to-market accounting rules (FIN 39 and FIN 115).

2. Includes private mortgage-backed securities, securities of corporations, state and local governments, and foreigmgovernm

and any trading account assets that are not Treasury or Agency securities, including revaluation gains on derivative contracts.
3. Excludes interbank loans.

4. Includes an estimate of outstanding loans securitized by commercial banks.

5. Includes security loans and loans to farmers, state and local governments, and all others not elsewhere clagsdiedes\Iso
lease financing receivables.
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The International Economy

Prices of Internationally Traded Goods

Oil. The BLS price of imported oil rose 3 percent in February, the second
consecutive monthly increase after three months of steep declines. The spot
price of West Texas intermediate (WTI) crude oil, which aso rose in both
January and February, moved sharply higher in the first half of March. The
current spot price of WTI is more than $24 per barrel, alevel not seen since
September. Factors generating the price increase include stronger signs of world
economic recovery, production restraint by OPEC, and heightened tensionsin
the Middle East.

Non-oil imports. The price of imported non-oil (and core) goods fell %2 percent
in February after a small uptick in January, resuming the pattern of decline that
began about ayear ago. The February decrease occurred mainly in prices of
food and non-oil industrial supplies. Prices of both consumer goods and capital
goods (excluding computers) fell slightly, whereas the price of automotive
products edged up. The price index for core goods on average in January and
February was down 1.7 percent at an annual rate from the fourth-quarter average
level, somewhat less than the 3%z percent annual rate decline that occurred in the
fourth quarter.

Exports. Pricesof U.S. goods exports (both total and core) fell dlightly in
February, continuing the general pattern of price declines that has prevailed over
the past year. Aswith import prices, the sharpest fall wasin prices of
agricultural commodities. Pricesin other major categories were little changed in
February. The average level of the price index of core goodsin January and
February was down about 12 percent at an annual rate from the fourth-quarter
average level following an annual rate decline of about 3%z percent in the fourth
quarter.

U.S. Current Account through 2001:Q4

In 2001:Q4, the U.S. current account deficit edged up to $395 billion at a
seasonally adjusted annual rate (s.a.ar.). The $1.2 billion increase in the deficit
was more than accounted for by the one-time recording in the third quarter of
estimated foreign insurance payments related to the events of September 11,
which reduced reported service imports by $11 billion ($44 billion ar.) in that
guarter. Ignoring the estimated insurance payments, the current account deficit
would have narrowed $42.8 billion in the fourth quarter.

For the fourth quarter, the deficit on goods narrowed $19.2 billion s.a.ar. asthe
foreign economic slowdown decreased exports less than the U.S. recession
reduced imports. Net services receipts decreased $38.4 billion, though
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Prices of U.S. Imports and Exports
(Percentage change from previous period)

Annual rates Monthly rates
2001 2002 | 2001 2002
Q3 Q4 Q1¢ | Dec.  Jan. Feb.
————————————— BLS prices (2000 weights)-------------
Merchandise imports 72 -139 -3.1 -1.0 0.4 -0.1
Oil -122  -65.6 -10.0 -6.1 53 29
Non-oil -6.6 -4.0 -2.0 -0.4 0.1 -0.5
Core goods* -6.3 -3.7 -1.7 -0.3 0.1 -0.5
Cap. goods ex comp & semi -1.1 -0.4 -3.1 -0.3 -0.3 -0.4
Automotive products -0.5 1.3 -0.5 0.1 -0.2 0.1
Consumer goods -1.1 -1.5 -0.4 -0.1 0.1 -0.2
Foods, feeds, beverages -6.9 0.6 0.4 -0.6 14 2.2
Industrial supplies ex oil 209 -15.6 -5.0 -1.3 0.6 -1.3
Computers -13.4  -125 -2.6 -0.2 -0.2 -0.5
Semiconductors -1.2 -2.1 -3.0 -1.2 0.0 0.2
Merchandise exports -2.8 -4.1 -2.0 -0.2 -0.1 -0.2
Core goods* -2.1 34 -1.5 -0.3 0.1 -0.3
Cap. goods ex comp & semi -0.8 -1.2 0.7 -0.1 0.2 0.0
Automotive products 0.0 0.0 1.3 0.1 0.3 0.0
Consumer goods 0.5 0.9 -1.6 0.1 -0.5 0.0
Agricultural products 6.2 -8.8 -1.9 1.0 0.6 2.5
Industrial supples ex ag -10.7  -10.6 -4.5 -1.1 0.1 -0.2
Computers -8.0 -5.6 -5.6 -1.9 -0.3 0.8
Semiconductors 1.0 -15.2 -8.6 0.3 24 0.0
Chain price index ---Prices in the NIPA accounts (1996 weights)---
Imports of goods & services -17.1 2.5 n.a.
Non-oil merchandise -6.7 -4.1 n.a.
Core goods* -6.2 -34 n.a.
Exports of goods & services -1.7 -3.1 n.a.
Total merchandise 2.2 -3.5 n.a.
Core goods* -1.5 -34 n.a.

*/ Excludes computers and semiconductors.
e/ Average of two months.
n.a. Not available. ... Not applicable.

Qil Prices

Spot West Texas Intermediate

Import unit value

Dollars per barrel
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disregarding the estimated insurance payment, the balance on services would
have increased by $5.6 billion. The balance on income, which was negative
throughout 2001, also narrowed $22.9 billion, as income receipts decreased less
than income payments. Other income and transfers increased $5 hillion,
contributing to the widening of the current account deficit.

U.S. Current Account
(Billions of dollars, seasonally adjusted annual rate)

Goods and | Investment Other Current
Period services, income, incomeand | account
net net transfers, net| balance
Annual
2000 -375.7 -9.6 -59.3 -444.7
2001 -347.8 -13.8 -55.9 -417.4
Quarterly
2001.Q1 -381.2 -14.6 -52.7 -448.5
Q2 -363.3 -14.5 -53.8 -431.7
Q3 -313.8 -24.4 -55.9 -394.1
4 -332.9 -15 -61.0 -395.3
Change
Q1-Q4 19.9 -22.4 19.3 16.8
Q2-Q1 17.9 0.0 -11 16.8
Q3Q1 495 -0.8 -21 37.6
Q4-Q3 -19.1 229 -5.0 -1.2

Source: U.S. Department of Commerce, Bureau of Economic Analysis.

U.S. International Financial Transactions

On Thursday BEA released preliminary fourth quarter and revised third quarter
datafor direct investment and other capital flows (lines 6 through 9 of the
Summary of U.S. International Transactions table). Capital inflows for foreign
direct investment in the United States in the fourth quarter continued the
dramatic fall begun in the third quarter (line 7); these low inflows were
associated with very low merger activity and weak corporate profits. Direct
investment capital outflows were down somewhat in the fourth quarter from the
strong first three quarters (line 6). For the year, direct investment outflows and
inflows were virtually identical. Foreign accumulations of U.S. currency
continued strong in the fourth quarter, owing primarily to strong demands from
Argentinaand Russia (line 8).

The statistical discrepancy (the last line in the table) continued to show large
guarterly variations, reflecting the sizable swings in measured components such
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asthose for banking (line 3). For the year, the statistical discrepancy totaled
negative $39 billion, indicating some combination of underreporting of the
current account deficit or overreporting of net capital inflows.
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Summary of U.S. International Transactions
(Billions of dollars, not seasonally adjusted except as noted)

2001 2002
2000 | 2001
Ql Q2 Q3 Q4 Dec.  Jan.
Official financial flows 39.3 2.0 48 -21.3 132 54 -105 5.6
1. Change in foreign official assets
in the U.S. (increase, +) 39.6 6.9 4.6 -200 16.8 5.6 -9.7 5.6
a. G-10 countries 12.3 -7.9 -5.5 -6.1  -5.6 9.2 -4.8 29
b. OPEC countries 10.7 -1.9 .8 2.1 47 4.1 S -26
c. All other countries 16.6 16.8 92 -11.8 270 -1.7 -5.4 53
2. Change in U.S. official reserve
assets (decrease, +) -3 49 2 -13 36 -2 -7 0
Private financial flows 404.0 4539 989 1759 271 1519
Banks
3. Change in net foreign positions
of banking offices in the U.S." -6.7 139 -794 291 -122 764 5.2 -228
Securities®
4. Foreign net purchases of U.S.
securities (+) 43577 509.6 149.0 1250 739 159.1 459 13.6
a. Treasury securities -524 164 7 -85 93 334 10.2 -14.6
b. Agency bonds 1119 1442 388 294 331 429 6.7 1.6
c. Corporate and municipal bonds  182.1 2249 68.9 69.6 37.2 49.2 13.1 153
d. Corporate stocks® 194.0 1242 40.7 345 129 335 16.0 11.3
5. U.S. net acquisitions (-) of
foreign securities -101.1  -59.3 -21.0 -44.1 192 -175 -122 -1.8
a. Bonds 4.1 303 2.0 88 254 -19 -9 56
b. Stock purchases -13.1 =505 -164 -18.7 -6.1 9.2 -8.9 3.7
c. Stock swaps® -840 -39.1 2.6 -342 0 64 2.3 0

Other flows (quarterly data, s.a.)
6. U.S. direct investment (-) abroad ~ -152.4 -156.0 -41.1 -41.3 -432 -304
7. Foreign direct investment in U.S. 287.7 1579 528 656 226 17.0
8. Foreign holdings of U.S. currency 1.1 238 2.3 2.8 82 105

9. Other (inflow, + )* -60.2 -36.1 363 38.8 -414 -63.0
U.S. current account balance (s.a.) -444.7 -4174 -112.1 -1079 -98.5 -98.8
Capital account balance (s.a.)° Wi Wi 2 2 2 2
Statistical discrepancy (s.a.) T -39.2 83 -46.8 58.1 -58.7

NOTE. The sum of official and private financial flows, the current account balance, the capital account balance, and the
statistical discrepancy is zero. Details may not sum to totals because of rounding.

1. Changes in dollar-denominated positions of all depository institutions and bank holding companies plus certain
transactions between broker-dealers and unaffiliated foreigners (particularly borrowing and lending under repurchase
agreements). Includes changes in custody liabilities other than U.S. Treasury bills.

2. Includes commissions on securities transactions and excludes adjustments BEA makes to account for incomplete
coverage; therefore does not match exactly the data on U.S. international transactions published by the Department of
Commerce.

3. Includes (4d) or represents (5¢) stocks acquired through mergers.

4. Transactions by nonbanking concerns and other banking and official transactions not shown elsewhere plus
amounts resulting from adjustments made by the Department of Commerce and revisions in lines 1 through 5 since
publication of the quarterly data in the Survey of Current Business

5. Consists of transactions in nonproduced nonfinancial assets and capital transfers.

n.a. Not available. ... Not applicable.



