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GDP and the Economy 
Final Estimates for the Fourth Quarter of 2005 

REAL gross domestic product (GDP) increased 1.7 
percent in the fourth quarter of 2005 after increas

ing 4.1 percent in the third quarter, according to the 
“final” estimates of the national income and product 
accounts (NIPAs) (table 1 and chart 1).1 The final esti
mate of real GDP growth was 0.1 percentage point 
more than the “preliminary” estimate released in Feb
ruary; it reflected an upward revision to inventory in
vestment (page 3). 

The deceleration in real GDP growth reflected a de
celeration in consumer spending, an acceleration in 
imports, a downturn in Federal Government spend
ing, and decelerations in equipment and software and 
in residential fixed investment. 

● Corporate profits increased $185.8 billion (14.4 per
cent at a quarterly rate) in the fourth quarter after 
decreasing $54.4 billion (4.0 percent) in the third 
quarter (page 4). 

● Prices of goods and services bought by U.S. resi
dents increased 3.7 percent, 0.1 percentage point 
more than the preliminary estimate. In the third 
quarter, prices increased 4.2 percent. Energy prices 
decelerated, and food prices accelerated. Excluding 
food and energy, gross domestic purchases prices 
increased 3.2 percent after increasing 2.5 percent. 

● Real disposable personal income (DPI) increased 
6.7 percent, 0.4 percentage point less than in the 
preliminary estimate. Real DPI decreased 1.4 per
cent in the third quarter. 

● Real gross national product (GNP) increased 0.7 
percent after increasing 4.4 percent.2 The fourth-
quarter increase is 1.0 percentage point less than the 
increase  in  real  GDP,  reflecting  a  decrease  in  net 
receipts of income from the rest of the world. 

1. Three sequential GDP estimates for each quarter are prepared: 
Advance, preliminary, and final estimates. Each incorporates more compre
hensive and improved source data. Quarterly estimates in the NIPAs are 
expressed at seasonally adjusted annual rates, unless otherwise specified. 
Quarter-to-quarter dollar changes are differences between these published 
estimates. More information can be found on BEA’s Web site at 
<www.bea.gov/bea/about/infoqual.htm> and at <www.bea.gov/bea/faq/ 
national/gdp_accuracy.htm>. 

2. GNP is a measure of the goods and services produced by labor and 
property supplied by U.S. residents, regardless of their location. In contrast, 
GDP is a measure of the goods and services produced by labor and property 
in the United States, regardless of nationality. GNP equals GDP plus income 
receipts from the rest of the world minus income payments to the rest of the 
world. 

Christopher Swann prepared this article. 

Chart 1. GDP, Prices, Disposable Personal Income (DPI)
Chart 1. GDP, Prices, Disposable Personal Income (DPI)
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Real GDP Overview 
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Tab e 1. Real Gross Domestic Product and Components 
[Seasonally ad usted at annual rates

Change rom 
preceding period 

percent) 

Contr but on to percent 
change in real GDP 
percentage points

Share of 
current-

ar 
GDP 

percent

2005 2005 2005 

Gross domestic product...... 3.8 3.3 4.1 1.7 3.8 3.3 4.1 1.7 100.0 

Personal consumption 
expend tures............................. 3.5 4.1 0.9 2.44 2.35 2.85 0.62 69.9 
Durab e goods............................ 2.6 7.9 9.3 –16.6 0.22 0.64 0.76 –1.47 7.8 
Nondurab e goods...................... 5.3 3.6 3.5 5.0 1.07 0.74 0.73 1.02 20.7 
Serv ces ..................................... 2.8 2.3 3.3 2.6 1.15 0.97 1.36 1.08 41.4 

Gross private domestic 
nvestment ................................ 8.6 –3.7 5.3 16.1 1.42 –0.63 0.87 2.54 17.3 
Fixed investment ........................ 7.0 8.0 3.9 1.12 1.51 1.31 0.65 17.0 

Nonres dent ........................ 5.7 8.8 8.5 4.5 0.58 0.90 0.88 0.48 10.8 
Structures ........................... –2.0 2.7 2.2 3.1 –0.05 0.07 0.06 0.09 2.8 
Equipment and software..... 8.3 10.9 10.6 5.0 0.64 0.83 0.82 0.39 8.0 

Res dent ............................. 9.5 10.8 7.3 2.8 0.54 0.62 0.43 0.17 6.2 
Change n pr vate nventor es..... ........ ....... ........ ........ 0.29 –2.14 –0.43 1.89 0.3 

Net exports of goods and 
services..................................... ........ ....... ........ ........ –0.40 1.11 –0.12 –1.36 –6.2 
Exports....................................... 7.5 10.7 2.5 5.1 0.74 1.07 0.26 0.52 10.5 

Goods..................................... 5.3 16.0 3.2 8.0 0.37 1.08 0.23 0.56 7.3 
Serv ces ................................. 12.5 –0.4 1.0 –1.4 0.37 –0.01 0.03 –0.05 3.2 

Imports....................................... 7.4 –0.3 2.4 12.1 –1.14 0.04 –0.38 –1.88 16.7 
Goods..................................... 8.2 –1.1 3.5 13.5 –1.05 0.15 –0.46 –1.76 14.1 
Serv ces ................................. 3.7 4.4 –3.2 4.8 –0.10 –0.11 0.09 –0.12 2.6 

Government consumption 
expenditures and gross 
nvestment ................................ 1.9 2.5 2.9 –0.8 0.35 0.47 0.54 –0.15 19.0 
Federa ....................................... 2.4 7.4 –2.6 0.17 0.17 0.52 –0.18 7.0 

Nationa ense .................... 3.0 3.7 10.0 –8.9 0.14 0.17 0.46 –0.44 4.6 
Nonde ense ............................ 1.1 –0.2 2.4 11.7 0.03 –0.01 0.06 0.26 2.3 

State and oca ........................... 1.6 2.6 0.2 0.2 0.19 0.31 0.03 0.03 12.0 
Addenda: 

sa es of domest c product 3.5 4.6 –0.2 3.51 5.45 4.58 –0.24 .............. 
Gross domestic purchases pr ce 

ndex....................................... 2.9 3.3 4.2 3.7 ......... ......... ......... ......... .............. 
GDP pr ce ndex ......................... 3.1 2.6 3.3 3.5 ......... ......... ......... ......... .............. 

OTE. Percent changes are rom NIPA tab e 1.1.1, and contr but ons to percent change are from N PA 
tab e 1.1.2. Shares are from N PA tab e 1.1.10. 

Growth in consumer spending fell to 0.9 percent from 
4.1 percent, contributing 0.62 percentage point to real 
GDP compared with 2.85 percentage points. Spending 
for durable goods, mainly motor vehicles and parts, 
turned down. Spending for nondurable goods acceler-
ated, reflecting an acceleration in spending for cloth-
ing and shoes and an upturn in spending for gasoline, 
fuel oil, and other energy goods. 

Fixed investment decelerated. Investment in equip-
ment and software decelerated, reflecting downturns 
in investment in transportation equipment and in 
“other” information processing equipment. 

Inventory investment turned up and contributed 1.89 
percentage points to real GDP growth after subtract-
ing 0.43 percentage point. Inventory investment of re-
tail automobile dealers, other retail stores, and 
nondurable-goods manufacturing turned up. 

Goods exports accelerated partly because of an accel-
eration in nonautomotive capital goods, which in turn 
reflected an acceleration in “other” nonautomotive 
capital goods and an upturn in civilian aircraft, en-
gines, and parts. 

Real imports accelerated, subtracting 1.88 percentage 
points from GDP growth after subtracting 0.38 per-
centage point. Goods imports accelerated; petroleum 
and products, nonpetroleum industrial supplies, and 
nonautomotive consumer goods all turned up. 

Federal Government spending decreased 2.6 percent 
after increasing 7.4 percent, reflecting a downturn in 
defense spending. Nondefense spending accelerated. 

Real final sales of domestic product—real GDP less 
the change in private inventories—turned down. 

as a 
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Measuring Saving   
The gross saving rate (saving from all sources as a percent-
age of gross national income) was 13.6 percent in the fourth 
quarter, unchanged from the third quarter. 

Net saving, which excludes the consumption of fixed cap-
ital, is a measure of the saving that is available for augment-
ing the stock of fixed assets. The net saving rate was 1.7 
percent in the fourth quarter, compared with –1.2 percent 
in the third quarter. The negative saving rate in the third 
quarter reflected the destruction of assets from the hurri-
canes. 

Personal saving is defined as disposable personal income 
less consumer spending, interest paid by persons, and per-

sonal transfer payments to the rest of the world. The per-
sonal saving rate, which measures personal saving 
percentage of disposable personal income, was –0.2 percent 
in the fourth quarter. The rate has been negative for the last 
three quarters and has been declining steadily since the 
1980s. 

For more information, see Marshall Reinsdorf, “Saving, 
Wealth, Investment, and the Current-Account Deficit,” S
VEY URRENT USINESS 85 (April 2005): 3. Compare per-
sonal saving in the NIPAs with personal saving in the 
Federal Reserve Board’s flow of funds accounts
<www.bea.gov/bea/dn/nipaweb/Nipa-Frb.asp>. 
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Revisions to GDP 

Table 2. Final and Preliminary Estimates for the Fourth Quarter of 2005 
[Seasonally adjusted at annual rates] 
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Percent change rom 
preceding quarter 

Contr but on to percent 
change in real GDP 

Fina m-
inary 

minus 
prelim-
inary 

Fina Prelim-
inary 

minus 
prelim-
inary 

Gross domestic product (GDP ............................ 1.6 1.7 1.6 0.1 
Personal consumption expenditures .......................... 0.9 1.2 –0.3 0.62 0.81 –0.19 

Durab e goods ............................................................. –16.6 –16.6 0.0 –1.47 –1.47 0.00 
Nondurab e goods ....................................................... 5.0 5.1 –0.1 1.02 1.04 –0.02 
Serv ces ...................................................................... 3.0 –0.4 1.08 1.24 –0.16 

Gross pr vate domest c investment ............................ 16.1 14.8 1.3 2.54 2.35 0.19 
Fixed investment ......................................................... 3.9 4.4 –0.5 0.65 0.73 –0.08 

Nonres dent ......................................................... 4.5 5.4 –0.9 0.48 0.57 –0.09 
Structures ............................................................ 3.1 3.3 –0.2 0.09 0.09 0.00 
Equipment and software ...................................... 5.0 6.2 –1.2 0.39 0.48 –0.09 

Res dent ............................................................... 2.6 0.17 0.16 0.01 
Change n pr vate nventor es ...................................... ........ .......... .......... 1.89 1.62 0.27 

Net exports of goods and serv ces ............................. ........ .......... .......... –1.36 –1.40 0.04 
Exports ........................................................................ 5.1 5.7 –0.6 0.52 0.58 –0.06 

Goods ...................................................................... 7.7 0.56 0.54 0.02 
Serv ces................................................................... –1.4 1.2 –2.6 –0.05 0.04 –0.09 

Imports ........................................................................ 12.1 12.8 –0.7 –1.88 –1.98 0.10 
Goods ...................................................................... 13.5 14.0 –0.5 –1.76 –1.82 0.06 
Serv ces................................................................... 4.8 6.3 –1.5 –0.12 –0.16 0.04 

Government consumption expenditures and gross 
nvestment ................................................................. –0.8 –0.7 –0.1 –0.15 –0.13 –0.02 
Federa ........................................................................ –2.6 –2.6 0.0 –0.18 –0.18 0.00 

Nationa ense...................................................... –8.9 –9.0 0.1 –0.44 –0.44 0.00 
Nonde ense ............................................................. 11.7 11.9 –0.2 0.26 0.26 0.00 

State and oca ............................................................ 0.2 0.4 –0.2 0.03 0.05 –0.02 

Addenda: 
Fina sa es of domest c product................................... –0.2 0.0 –0.2 –0.24 0.01 –0.25 
Gross domest c purchases pr ce ndex ....................... 3.6 ........ ........... .......... 
GDP pr ce ndex .......................................................... 3.5 3.3 0.2 ........ ........... .......... 

Consumer spending on services was revised down, re-
flecting newly available Energy Information Adminis-
tration data on electricity sales for December and 
newly available Securities and Exchange Commission 
data on brokerage commissions for the fourth quarter. 

Inventory investment was revised up, reflecting re-
vised Census Bureau data for December on manufac-
turing and trade inventories and newly available 
Energy Information Administration data on utility in-
ventories for November and December. 

ment:

Source Data for the Final Estimates 
The final estimates of gross domestic product for the fourth 
quarter incorporated the following source data. 

Personal consumption expenditures: Retail sales for 
December (revised). Electricity and natural gas sales to res-
idential consumers for December (new). 

Nonresidential fixed investment: Construction put-in-
place data for November and December (revised) and man-
ufacturers’ shipments of machinery and equipment for 
December (revised). 

Residential investment: Construction put-in-place data 
for November and December (revised). 

Change in private inventories: Manufacturers and trade 
inventories for December (revised). Coal and petroleum 
stocks of electric utilities for November (new) and net addi-
tion of natural gas for December (new). 

Exports and imports of goods and services: International 
transactions accounts for October through December 
(revised). 

Government consumption expenditures and gross invest-
 State and local government construction put-in-place 

data for November and December (revised). 
Wages, salaries, and compensation: Employment, average 

hourly earnings, and average weekly hours for December 
(revised) and data on employer costs for employee com-
pensation for the fourth quarter (new). 

GDP prices: Export and import prices for October 
through December (revised), unit value index for petro-
leum imports for October through December (revised), 
and prices of single-family houses under construction for 
the fourth quarter (revised). 
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Corporate Profits 
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Table 3. Corporate Prof ts 
Seasona y adjusted] 

Billions of dollars annua  rate Percent change rom 
preceding quarter 

(quarter y rateLeve Change from 
preceding quarter 

2005 2005 2005 

Current product
measures: 

Corporate pro ts .................... 1,478.9 68.7 59.3 –54.4 185.8 5.6 4.6 –4.0 14.4 
Domest ndustr es............ 1,270.3 53.9 55.5 –80.4 200.4 5.2 5.1 –7.0 18.7 

Financ ......................... 383.7 36.0 –26.9 –71.9 104.9 10.6 –7.1 –20.5 37.6 
Non nanc al.................... 886.6 17.8 82.5 –8.5 95.5 2.5 11.5 –1.1 12.1 

Rest of the wor d ................ 208.6 14.9 3.7 25.9 –14.5 8.3 1.9 13.1 –6.5 
Rece pts from the rest of 

the wor d ..................... 356.6 –19.1 14.7 10.1 18.3 –5.7 4.7 3.1 5.4 
Less: Payments to the 

rest o  the wor d .......... 148.0 –33.9 10.9 –15.9 32.9 –22.0 9.1 –12.1 28.5 

Less: Taxes on corporate 
ncome................................ 417.1 69.6 9.9 –12.2 56.8 23.7 2.7 –3.3 15.8 

Equa s: Pro ts after tax.......... 1,061.8 –0.8 49.4 –42.2 129.0 –0.1 5.3 –4.3 13.8 
Net div dends ..................... 535.4 –94.4 11.4 13.8 15.3 –16.0 2.3 2.7 2.9 
Undistr buted pro ts rom 

current product on .......... 526.4 93.5 38.0 –56.1 113.8 27.7 8.8 –12.0 27.6 

Net cash flow ......................... 1,368.0 95.4 41.7 44.0 43.1 8.3 3.4 3.4 3.3 

OTE. Levels o  these and other pro its ser es are shown n NIPA tab es 1.12, 1.14, 1.15, and 6.16D. 

Corporate profits increased 14.4 percent in the fourth 
quarter after decreasing 4.0 percent in the third quar-
ter. Fourth-quarter profits were reduced by $22.9 bil-
lion because of Hurricane Wilma. Third-quarter 
profits were reduced by $165.3 billion because of Hur-
ricanes Katrina and Rita. BEA adjustments were based 
on the net benefits paid by domestic insurance com-
panies and the uninsured losses of corporate property. 

Profits of financial corporations increased 37.6 per-
cent after decreasing 20.5 percent. 

Profits of nonfinancial corporations increased 12.1 
percent after decreasing 1.1 percent. 

Taxes on corporate income increased 15.8 percent af-
ter decreasing 3.3 percent. 

After-tax profits increased 13.8 percent after decreas-
ing 4.3 percent. 

Undistributed corporate profits (a measure of net sav-
ing that equals after-tax profits less dividends) in-
creased 27.6 percent after decreasing 12.0 percent. 

Net cash flow from current production, a profits-re-
lated measure of internally generated funds available 
for investment, increased $43.1 billion (3.3 percent) in 
the fourth quarter after increasing $44.0 billion (3.4 
percent) in the third quarter. 

BEA
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Measuring Corporate Profits 
Corporate profits is a widely followed economic indicator 
used to gauge corporate health, assess investment condi-
tions, and analyze the effect on corporations of economic 
policies and conditions. In addition, corporate profits is 
an important component in key measures of income.  

’s measure of corporate profits aims to capture the 
income earned by corporations from current production 
in  manner that is fully consistent with the national 
income and product accounts (NIPAs). The measure is 
defined as receipts arising from current production less 
associated expenses. Receipts exclude income in the form 
of dividends and capital gains, and expenses exclude bad 
debts, natural resource depletion, and capital losses. 

Because direct estimates of NIPA-consistent corporate 
profits are unavailable, BEA derives these estimates. It does 
this in three steps. 

First, BEA measures profits before taxes to reflect corpo-
rate income regardless of any redistributions of income 
through taxes. This measure is partly based on tax return 

information from the Internal Revenue Service; BEA uses 
tax accounting measures as a source of information on 
profits for two reasons: They are based on well-specified 
accounting definitions, and they are comprehensive, cover-
ing all incorporated businesses—publicly traded and pri-
vately held—in all industries. BEA also uses other sources 
of information to estimate pretax profits, including infor-
mation from the Census Bureau. 

Second, to remove the effects of price changes on inven-
tories valued at historical cost and of tax accounting for  
inventory withdrawals, BEA adds an inventory valuation 
ad ustment (IVA) that values inventories at current cost. 

Third, to remove the effects of tax accounting on depre-
ciation, BEA adds capital consumption adjustment 
(CCAdj). CCAd is defined as the difference between con-
sumption of fixed capital (the decline in the value of the 
stock of assets due to wear and tear, obsolescence, acciden-
tal damage, and aging) and capital consumption allow-
ances (tax return depreciation). 
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Corporate Profits by Industry 

Table 4. Corporate Profits by Industry 
[Seasonally adjusted] 

Billions of dollars (annual rate) Percent change from 
preceding quarter 

(quarterly rate)Level Change from 
preceding quarter 

2005 2005 2005 

IV I II III IV I II III IV 

Industry profits: 
Profits IVA .............................. 1,529.7 259.5 54.1 –28.2 164.6 24.0 4.0 –2.0 12.1 

Domestic industries............ 1321.1 244.6 50.4 –54.1 179.1 27.2 4.4 –4.5 15.7 
Financial ......................... 382.7 57.8 –27.7 –70.8 104.0 18.1 –7.4 –20.3 37.3 
Nonfinancial.................... 938.3 186.8 78.1 16.7 75.0 32.1 10.2 2.0 8.7 

Utilities........................... 39.6 9.6 2.7 –6.7 19.9 68.3 11.4 –25.5 100.6 
Manufacturing ............... 238.3 15.5 34.5 13.9 19.7 10.0 20.3 6.8 9.0 
Wholesale trade ............ 100.6 14.5 16.7 –2.7 5.2 21.7 20.5 –2.7 5.4 
Retail trade.................... 130.4 16.9 4.5 7.8 13.5 19.4 4.2 7.2 11.5 
Transportation and 

warehousing.............. 29.1 21.2 5.0 5.0 –3.8 .......... .......... ......... .......... 
Information .................... 54.0 25.7 6.8 –3.3 3.8 .......... .......... ......... .......... 
Other nonfinancial ......... 346.4 83.3 8.0 2.7 16.8 35.4 2.5 0.8 5.1 

Rest of the world ................ 208.6 14.9 3.7 25.9 –14.5 8.3 1.9 13.1 –6.5 

Addenda: 
Profits before tax (without IVA 

and CCAdj)......................... 1,570.1 254.2 33.9 –19.6 177.5 22.6 2.5 –1.4 12.7 
Profits after tax (without IVA 

and CCAdj)......................... 1153.0 184.6 24.0 –7.4 120.7 22.2 2.4 –0.7 11.7 
IVA.......................................... –40.4 5.3 20.2 –8.6 –12.9 .......... .......... ......... .......... 
CCAdj..................................... –50.7 190.8 5.2 –26.3 21.4 .......... .......... ......... .......... 

Industry profits with IVA increased $164.6 billion af-
ter decreasing $28.2 billion (chart 2). The increase in 
industry profits is smaller than the increase in profits 
from current production; profits from current pro-
duction include the estimates of CCAdj, which in-
creased $21.4 billion in the fourth quarter after 
decreasing $26.3 billion in the third. 

Profits for domestic financial industries increased 
$104.0 billion after decreasing $70.8 billion. 

Profits for domestic nonfinancial corporate profits in-
creased $75.0 billion after increasing $16.7 billion. 

NOTE. Levels of these and other profits series are shown in NIPA tables 1.12, 1.14, 1.15, and 6.16D. 
IVA Inventory valuation adjustment 
CCAdj Capital consumption adjustment 

Chart 2. Corporate Profits With Inventory Valuation Adjustment: Change From 2005:III to 2005:IVChart 2. Corporate Profits With Inventory Valuation Adjustment: Change From 2005:III to 2005:IV

U.S. Bureau of Economic Analysis 

1. Includes warehousing. 
2. “Other” nonfinancial corporations include the agriculture, mining, construction, and services industries. 
NOTE. Based on seasonally adjusted estimates. 
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Corporate Profits by Industry 
Industry profits are corporate profits by industry with 
inventory valuation adjustment (IVA). The IVA removes 
the effect of prices on inventories. The IVA is the difference 
between the cost of inventory withdrawals at acquisition 
cost and replacement cost. Ideally, BEA would also add the 
capital consumption adjustment (CCAdj) for each indus-

try. However, estimates of the CCAdj are only available for 
two broad categories: Total financial industries and total 
nonfinancial industries. For more information about BEA’s 
methodology, see “Corporate Profits: Profits Before Tax, 
Profits Tax Liability, and Dividends” at <www.bea.gov/bea/ 
mp_national.htm>. 


