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	BUS305-0604B-03 Economics in a Global Environment

	Assignment Name:
	Unit 4 Individual Project 2

	Deliverable Length:
	1-2 pages

	Details:
	Use the following data to answer questions 1-3 (be sure to provide all calculations). 
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COs | Tennis Racqusts |CDs | Tennis Racquets
Year 2004 [100 200 20 110
Year 2005 [120 210 22 120




1. Calculate real GDP for 2004 and 2005 using 2004 prices. By what percent did real GDP grow?

2. Calculate the value of the price index for GDP for 2005 using 2004 as the base year. By what percent did prices increase?

3. Now calculate real GDP for 2004 and 2005 using 2005 prices. By what percent did real GDP grow?

4. Review the GDP information for the past few years from the Bureau of Economic Analysis's Website. Provide a brief summary of the GDP trends over that timeframe and discuss two or three events which may have caused these trends.

Be sure to show you work for each calculation.

Please submit your assignment.


	Points Possible:
	60

	Date Due:
	Saturday, Oct 28, 2006

	Objective:
	  Identify current trends in macro and microeconomics. 

  Critically examine market structures, consumer behavior, production costs, and international trade. 

  Locate and interpret economic data, such as data on prices and quantities of specific goods and services, GDP, unemployment, and inflation. 

	Submitted Files:
	Submit Assignment

	Score:
	N/A

	Instructor Comments:
	No comments have been made


Gross Domestic Product    

BUS305-0604B-03 Economics in a Global Environment 

Unit 4 Individual Project 2
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1. Calculate real GDP for 2004 and 2005 using 2004 prices. By what percent did real GDP grow?

(2004) 100*20=2000 and 200*110=22,000

(2005) 120*20=2,400 and 210*110=23,100

(2004) 22,000+2000=24,000

(2005) 23,100+2400=25,500

 Growth 25,500-24,200=1,1500

Real GDP grew by     %
2. Calculate the value of the price index for GDP for 2005 using 2004 as the base year. By what percent did prices increase?

Value of GDP in 2005=100*[(Nominal GDP in 2005)/(real GDP in 2004)]

100*(27,840/26,200)=100*164= 16.4 is the price increase 

3. Now calculate real GDP for 2004 and 2005 using 2005 prices. By what percent did real GDP grow?

(2004) 100*22=2200 and 200*120=24,000

(2005) 120*22=2,640 and 210*120=25,200

(2004) 24,000+2200=26,200

(2005) 25,200+2640=27,840
 Growth 27,840-26,200=1,640
Real GDP grew by 16.4 %

4. Review the GDP information for the past few years from the Bureau of Economic Analysis's Website. Provide a brief summary of the GDP trends over that timeframe and discuss two or three events which may have caused these trends.

The ability to export and import is extremely important for maintaining economic stability. International trade allows Americans the ability to drive foreign cars, wear Italian suits, and drink fine wines from France.  While Americans enjoy these luxuries, international products also help to maintain jobs in other countries.  This exchange also occurs in foreign countries with American goods.   

     
Since America serves as one of the world’s top exporters, many other countries also enjoy the resulting products of labor.  If the world business market persuades economies such as China to opens its borders completely, major advances might occur. For examine, China’s target economy encompasses a population of over one billion people. This potential market might fulfill the demand for increased global exchanges. 

In our highly globalize world, every nation relies on money as part of its own form of economic system.  Businesses, both foreign and domestic, play an eminent role in world economy.  Some countries utilize inferior economic systems.  The classification of inferior or ineffective is due to several contributing factors.  For example, a communist country tends to overtax businesses for the sole purpose of the government.  Some governments also flourish when its citizens are spending excessive amounts of money.  This trend is most noticeable when assessing American home and automobile sales. 

.S. INTERNATIONAL TRADE IN GOODS AND SERVICES

                                August 2006

Goods and Services

The U.S. Census Bureau and the U.S. Bureau of Economic Analysis, through the Department

of Commerce, announced today that total August exports of $122.4 billion and imports of

$192.3 billion resulted in a goods and services deficit of $69.9 billion, $1.9 billion

more than the $68.0 billion in July, revised.  August exports were $2.7 billion more

than July exports of $119.7 billion.  August imports were $4.6 billion more than July

imports of $187.7 billion.

In August, the goods deficit increased $2.1 billion from July to $75.5 billion, and the

services surplus increased $0.2 billion to $5.7 billion.  Exports of goods increased $2.5

billion to $88.0 billion, and imports of goods increased $4.6 billion to $163.5 billion.

Exports of services increased $0.2 billion to $34.4 billion, and imports of services

decreased $0.1 billion to $28.8 billion.

In August, the goods and services deficit was up $11.1 billion from August 2005.

Exports were up $14.4 billion, or 13.4 percent, and imports were up $25.5 billion,

or 15.3 percent.

Goods

The July to August change in exports of goods reflected increases in capital goods

($1.3 billion); industrial supplies and materials ($0.5 billion); other goods

($0.4 billion); foods, feeds, and beverages ($0.4 billion); and consumer goods

($0.2 billion).  A decrease occurred in automotive vehicles, parts, and engines

($0.1 billion).

The July to August change in imports of goods reflected increases in industrial

supplies and materials ($2.0 billion); capital goods ($1.0 billion); consumer goods

($0.7 billion); automotive vehicles, parts, and engines ($0.5 billion); foods, feeds,

and beverages ($0.2 billion); and other goods ($0.2 billion).

The August 2005 to August 2006 change in exports of goods reflected increases in

capital goods ($3.9 billion); industrial supplies and materials ($3.6 billion);

consumer goods ($1.5 billion); foods, feeds, and beverages ($1.1 billion); automotive

vehicles, parts, and engines ($1.0 billion); and other goods ($0.8 billion).

The August 2005 to August 2006 change in imports of goods reflected increases in

industrial supplies and materials ($11.7 billion); capital goods ($4.5 billion);

consumer goods ($4.2 billion); automotive vehicles, parts, and engines ($1.2 billion);

foods, feeds, and beverages ($0.7 billion); and other goods ($0.6 billion).

Services

Services exports increased $0.2 billion from July to August.  Increases in other

transportation (which includes freight and port services) and other private services

(which includes items such as business, professional, and technical services, insurance

services, and financial services) were partly offset by a decrease in travel.  Changes

in other categories of services exports were small.

Services imports decreased $0.1 billion from July to August.  Decreases in travel and

royalties and license fees were partly offset by an increase in other private services.

Changes in other categories of services imports were small.

From August 2005 to August 2006, services exports increased $2.7 billion.  The largest

increases were in other private services ($1.6 billion), other transportation ($0.7

billion), and royalties and license fees ($0.5 billion).

From August 2005 to August 2006, services imports increased $2.6 billion.  The largest

increases were in other private services ($1.4 billion) and other transportation ($0.5

billion).

Goods and Services Moving Average

For the three months ending in August, exports of goods and services averaged $121.1

billion, while imports of goods and services averaged $188.7 billion, resulting in an

average trade deficit of $67.6 billion.  For the three months ending in July, the

average trade deficit was $66.1 billion, reflecting average exports of $119.8 billion

and average imports of $185.9 billion.

Selected Not Seasonally Adjusted Goods Details

The August figures showed surpluses, in billions of dollars, with Australia $0.9

($0.7 for July), Hong Kong $0.7 ($0.7), Singapore $0.4 ($0.1), Egypt $0.2 ($0.1), and

Argentina $0.1 ($0.1).  Deficits were recorded, in billions of dollars, with China

$22.0 ($19.6), Europe $13.7 ($15.6), OPEC $11.2 ($10.9), the European Union $11.0 ($13.4),

Japan $7.5 ($7.6), Mexico $6.2 ($5.1), Canada $6.1 ($5.9), Taiwan $1.7 ($1.4),

Korea $1.1 ($1.3), and Brazil $1.0 ($0.9).

Advanced technology products (ATP) exports were $21.3 billion in August and imports

were $24.9 billion, resulting in a deficit of $3.6 billion.  August exports were $1.7

billion more than the $19.6 billion in July, while imports were $0.7 billion more than

the $24.2 billion in July.
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Real gross domestic product -- the output of goods and services produced by labor and property 

located in the United States -- increased at an annual rate of 2.6 percent in the second quarter of 2006, 

according to final estimates released by the Bureau of Economic Analysis.  In the first quarter, real GDP 

increased 5.6 percent. 

 
The GDP estimates released today are based on more complete source data than were available for 

the preliminary estimates issued last month.  In the preliminary estimates, the increase in real GDP was      

2.9 percent (see "Revisions" on page 3).


The increase in real GDP in the second quarter primarily reflected positive contributions from  

personal consumption expenditures (PCE) for services, exports, nonresidential structures, state and local 

government spending, and private inventory investment that were partly offset by negative contributions 

from residential fixed investment and federal government spending.  Imports, which are a subtraction in 

the calculation of GDP, increased.


The deceleration in real GDP growth in the second quarter primarily reflected downturns in PCE 

for durable goods, in equipment and software, and in federal government spending, decelerations in PCE 

for nondurable goods and in exports, and a larger decrease in residential fixed investment that were 

partly offset by a deceleration in imports, an acceleration in PCE for services, and an upturn in private 

inventory investment.

        Final sales of computers contributed 0.04 percentage point to the second-quarter growth in real

GDP after contributing 0.07 percentage point to the first-quarter growth.  Motor vehicle output 

subtracted 0.31 percentage point from the second-quarter growth in real GDP after contributing 0.12 

percentage point to the first-quarter growth.  


The price index for gross domestic purchases, which measures prices paid by U.S. residents, 

increased 4.0 percent in the second quarter, the same as in the preliminary estimate; this index increased 

2.7 percent in the first quarter.  Excluding food and energy prices, the price index for gross domestic 

purchases increased 2.9 percent in the second quarter, compared with an increase of 3.0 percent in the 

first. 


Real personal consumption expenditures increased 2.6 percent in the second quarter, compared 

with an increase of 4.8 percent in the first.  Real nonresidential fixed investment increased 4.4 percent, 

compared with an increase of 13.7 percent.  Nonresidential structures increased 20.3 percent, compared 

with an increase of 8.7 percent.  Equipment and software decreased 1.4 percent, in contrast to an 

increase of 15.6 percent.  Real residential fixed investment decreased 11.1 percent, compared with a 

decrease of 0.3 percent.


Real exports of goods and services increased 6.2 percent in the second quarter, compared with an 

increase of 14.0 percent in the first.  Real imports of goods and services increased 1.4 percent, compared 

with an increase of 9.1 percent.


Real federal government consumption expenditures and gross investment decreased 4.5 percent in 

the second quarter, in contrast to an increase of 8.8 percent in the first.  National defense decreased 2.0 

percent, in contrast to an increase of 8.9 percent.  Nondefense decreased 9.3 percent, in contrast to an 

increase of 8.5 percent.  Real state and local government consumption expenditures and gross 

investment increased 4.0 percent, compared with an increase of 2.7 percent.


The real change in private inventories added 0.44 percentage point to the second-quarter change in 

real GDP, after subtracting 0.03 percentage point from the first-quarter change.  Private businesses 

increased inventories $53.7 billion in the second quarter, following increases of $41.2 billion in the first 

quarter and $43.5 billion in the fourth.


Real final sales of domestic product -- GDP less change in private inventories -- increased 2.1 

percent in the second quarter, compared with an increase of 5.6 percent in the first.

Gross domestic purchases


Real gross domestic purchases -- purchases by U.S. residents of goods and services wherever 

produced -- increased 2.0 percent in the second quarter, compared with an increase of 5.3 percent in the 

first. 

Gross national product


Real gross national product -- the goods and services produced by the labor and property supplied 

by U.S. residents -- increased 2.3 percent in the second quarter, compared with an increase of 6.1 

percent in the first.  GNP includes, and GDP excludes, net receipts of income from the rest of the world, 

which decreased $5.6 billion in the second quarter after increasing $14.4 billion in the first; in the 

second quarter, receipts increased $45.0 billion, and payments increased $50.6 billion.

Current-dollar GDP


Current-dollar GDP -- the market value of the nation's output of goods and services -- increased 

5.9 percent, or $188.9 billion, in the second quarter to a level of $13,197.3 billion.  In the first quarter, 

current-dollar GDP increased 9.0 percent, or $277.9 billion.

Revisions


The final estimate of the second-quarter increase in real GDP is 0.3 percentage point, or $9.5 

billion, lower than the preliminary estimate issued last month.  The downward revision to the percentage 

change in real GDP primarily reflected a downward revision to private inventory investment, an upward 

revision to imports of services, and a downward revision to residential fixed investment that were partly 

offset by an upward revision to PCE for services.

                                            Advance        Preliminary        Final

                                            (Percent change from preceding quarter)

Real GDP...............................       2.5              2.9             2.6

Current-dollar GDP.....................       5.8              6.3             5.9

Gross domestic purchases price index...       4.0              4.0             4.0

Corporate Profits


Profits from current production (corporate profits with inventory valuation and capital 

consumption adjustments) increased $22.7 billion in the second quarter, compared with an increase of 

$175.6 billion in the first quarter.  Current-production cash flow (net cash flow with inventory valuation 

and capital consumption adjustments) -- the internal funds available to corporations for investment -- 

increased $1.1 billion in the second quarter, compared with an increase of $125.3 billion in the first.

 
Taxes on corporate income increased $19.2 billion in the second quarter, compared with an 

increase of $32.3 billion in the first.  Profits after tax with inventory valuation and capital consumption 

adjustments increased $3.6 billion in the second quarter, compared with an increase of $143.2 billion in 

the first.  Dividends increased $15.4 billion, compared with an increase of $14.7 billion; current-

production undistributed profits decreased $11.8 billion, in contrast to an increase of $128.5 billion.


Domestic profits of financial corporations increased $41.7 billion in the second quarter, compared 

with an increase of $51.4 billion in the first.  Domestic profits of nonfinancial corporations decreased 

$32.8 billion in the second quarter, in contrast to an increase of $94.5 billion in the first.  In the second 

quarter, real gross corporate value added increased, and profits per unit of real value added decreased.  

The decrease in unit profits reflected increases in both the unit labor and nonlabor costs corporations 

incurred that were partly offset by an increase in unit prices.


The rest-of-the-world component of profits increased $13.8 billion in the second quarter, 

compared with an increase of $29.8 billion in the first.  This measure is calculated as (1) receipts by U.S. 

residents of earnings from their foreign affiliates plus dividends received by U.S. residents from 

unaffiliated foreign corporations minus (2) payments by U.S. affiliates of earnings to their foreign 

parents plus dividends paid by U.S. corporations to unaffiliated foreign residents.  The second-quarter 

increase was accounted for by a larger increase in receipts than in payments.


Profits before tax with inventory valuation adjustment is the best available measure of industry 

profits because estimates of the capital consumption adjustment by industry do not exist.  This measure 

reflects depreciation-accounting practices used for federal income tax returns.  According to this 

measure, domestic profits of financial corporations increased, while domestic profits of nonfinancial 

corporations decreased.  The decrease in nonfinancial corporations reflected decreases in ?other? 

nonfinancial industries, in manufacturing, in wholesale trade, in information, and in retail trade that were 

partly offset by increases in transportation and warehousing and in utilities.  Within manufacturing, the 

decrease reflected decreases in all the industries shown except petroleum and coal products, and 

computer and electronic products.


Profits before tax increased $70.9 billion in the second quarter, compared with an increase of 

$142.3 billion in the first.  The before-tax measure of profits does not reflect, as does profits from 

current production, the capital consumption and inventory valuation adjustments.  These adjustments 

convert depreciation of fixed assets and inventory withdrawals reported on a tax-return, historical-cost 

basis to the current-cost measures used in the national income and product accounts.  The capital 

consumption adjustment decreased $12.2 billion in the second quarter (from -$148.6 billion to -$160.8 

billion), in contrast to an increase of $17.0 billion in the first.  The inventory valuation adjustment 

decreased $36.0 billion (from -$22.9 billion to -$58.9 billion), in contrast to an increase of $16.3 billion. 

                                                        *          *          *

     BEA's national, international, regional, and industry estimates; the Survey of Current Business; and 

BEA news releases are available without charge on BEA's Web site at www.bea.gov.  By visiting the 

site, you can also subscribe to receive free e-mail summaries of BEA releases and announcements.

                                                         *          *          *
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