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Welcome and thank you for standing by. At this time all participants are in a
listen-only mode until the question and answer session of today’s conference.

At that time you may press Star 1 to ask a question.

I would like to inform all participants the today’s conference is being reported

if you have any objections you may disconnect at this time.

I would now like to turn the conference over to Ms. Mala Mistry. You may

begin.

Good afternoon and welcome to the Economic Indicator Webinar series. I’'m
Mala Mistry. And I’ll be the host of this Webinar.

This Webinar series was created by the Economic Directorate of the US

Census Bureau to help you discover the wide range of data we have to offer.

Through this series you will learn about each of our economic indicators and

the role that data plays in our economy.
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Here with me today is (Kerry Gibbons) and Adam Fowler from the Company

Statistics Division who will jointly - who will be jointly presenting on the

quarterly financial report.

This Webinar and others that have already taken place will be archived on our
Web site www.census.gov/econ/webinar. And now 1I’d like to hand things

over to our first presenter (Kerry Gibbon).

Today we are going to discuss the quarterly financial report program for
manufacturing, mining, wholesale trade, retail trade and selected service

industries.

The quarterly financial report is the sole source of current quarterly statistics
on the financial results and positions of privately and publicly held

nonfinancial corporations in the United States.

The program produces statistics on sales, profit, assets, liabilities,
stockholders equity, and related financial and operating ratios of these

companies.

To begin our discussion today we will be covering a number of topics so we

would like to give you a brief overview of what to expect.

We will introduce you to the survey with a brief history of QFR and its
expansions over the years. We will provide a brief overview of the industries

we cover along with an overview of our sampling.

We will explain how the data is produced and the data collection process. We

will show you the layout and the content of our press releases and publication.
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We will take a look at our Web site. We will discuss the major users of QFRs

data. We will show you some slides of our data covering the last ten years.

And finally we will give you our contact information in case you have any

questions on QFR.

Remember we will address any questions that you have at the end of the

presentation during a call in question and answer period.

The program’s purpose was to provide accurate and current information of the
financial characteristics and operating results of American manufacturing
industries without disclosing the individual features of any particular
company.

The origin of QFR began prior to World War 1l at the Federal Trade
Commission where they collected, summarized, and analyzed the financial
operating statements of manufacturing corporations in a number of industries

and published summaries of the results.

The series of reports became known as the Quarterly Industrial Financial
Report Series.

During World War 11 the series was discontinued by the FTC and was
conducted by the Office of Price Administration.

After the war the President by Executive Order transferred the program back
to the FTC where an interagency committee representing nine governmental

agencies formulated a plan to resume the program.

That plan assigned to work jointly to the FTC and the Securities Exchange

Commission. The FTC would collect the data from privately held companies
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and the FTC would collect the data from companies with securities listed on

the stock exchange.

The first report in the series was published on October 31, 1947 and was for
the first quarter of 1947.

The name of the program was changed in the third quarter of 1951 to the
Quarterly Financial Report. The FTC and the FCC continued to jointly release
the report until the fourth quarter of 1971 when the FTC took over full

responsibility for the survey.

The first expansion of the program was in 1974 to include mining, wholesale

trade, and retail trade companies.

In the fourth quarter of 1982 the survey was transferred to the US Census
Bureau and mandated by public law 97-454.

The United States code was amended making QFR the only economic

indicator that is mandatory.

In the first quarter of 1987 the QFRs manufacturing non-durable and durable

data was seasonally adjusted for the first time in QFR history.

In the fourth quarter of 2010 the survey expanded its scope to include
selective service industries. This expansion included the sectors covering
information, services, and professional scientific and technical service
companies making available for the first time current financial data for these
sectors. With this expansion QFRs coverage of GDP increased to 37%.
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Now let’s discuss how companies are sampled and classified for the QFR. The
QFR sample is a targeted population consisting of all companies engaged

primarily manufacturing with total assets of $250,000 and over.

And all companies engaged primarily in mining, wholesale trade, retail trade,
information services, and professional scientific and technical services with

total assets of $50 million and over.

The QFR sampling frame is developed from a file received annually from the
Internal Revenue Service. This file contains select information for companies
who elect to file Form 1120 with the IRS.

When the file is received the QFR staff examines the information and
confirms the industry codes assigned to the companies based on the North

American Industry Classification System.

Then this file is stratified based on the NAICS code, size of total assets, and
size of receipts. There are two classifications for company’s certainty and

uncertainty.

Nearly all domestic companies whose operations are within scope of the QFR
and have total assets of $250 million and over are included in the sample with

certainty and are canvassed every quarter.

The non-certainty companies are selected using a simple random sampling
from the remaining eligible non-certainty companies and divided into four

panels which are introduced into the sample over the next year.



NWX-US DEPT OF COMMERCE
Moderator: Kim Brown
01-29-14/12:00 pm CT
Confirmation # 3799240
Page 6
Each non-certainty panel is in the survey for eight consecutive quarters. Each
quarter one non-certainty panel is rotated out and a new panel is rotated into

the sample.

So how is our data collected? The survey questionnaires are mailed out 15
days before the end of each quarter and are due by the 25th of the following

month.

Let’s give you an example. If a company’s quarter ends on December 31 it
would receive our form around 15 of December. And it would be due on
January 25. All certainty companies who have not responded by the due date

are contacted by phone.

If a non-certainty company does not respond by the due date they are re-

mailed the delinquent questionnaire and contacted by phone.

We ask that businesses respond using any one of the supported methods our

Internet reporting option or mailing or faxing the completed form.

We introduced our Internet reporting option to our respondents in 2002. And

this option accounts for 72% of our total responses.

Given the amount of data we collect each quarter this is quite significant. The

online system was built with similarity and ease of access in mind.

And once a respondent receives their login information from the physical
form they can access and report data for the current quarter in much the same

way they would on a paper form.
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This reporting option does offer a few advantages over the paper form such as

deal validation, error checking, and the ability to save an electronic copy of

the completed form as a PDF.

We encourage the companies to file online for their convenience and it also

saves processing time for the program.

This slide highlights a typical QFR questionnaire which is one page front and
back. On the front of the form we ask respondents to fill out information

regarding their company.

The back of the form is a financial income statement and balance sheet. Let’s

take a closer look at the sections of the form.

On the front of the form we indicate what reporting period we are looking for

and give them their username and password to file online.

We also ask that respondents verify the type of business activity performed

and indicate any organizational changes.

We also ask them to verify how many companies they’re reporting for in total

including foreign corporations directly or indirectly owned more than 50%.

Reporting companies have been instructed to fully consolidate the domestic
operations of every company corporate and non-corporate which are taxable
under the US Internal Revenue Code and are owned more than 50% by the

reporting company and its majority owned subsidiaries.

This includes every majority owned domestic company located within the

United States that manufacturers, mines, wholesales, retails, or provide
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services for information or professional scientific and technical companies

with the following exception.

Foreign entities either corporate or non-corporate, foreign branch operation,
and domestic companies primarily engaged in foreign operation where the

plant or workforces are located in foreign countries.

Subsidiaries created in foreign countries to manufacture and/or sell primarily

in foreign markets are not consolidated.

Also excluded from consolidation are domestic companies primarily engaged

in banking, finance, or insurance.

Non-consolidated subsidiaries are accounted for on either the cost or equity

method of accounting at the option of the reporting company.

The first section on the back of the questionnaire is the income statement. The
companies are asked to report their data for the three months ending for the

quarter noted on the front of the form.

The companies follow generally accepted accounting principles to report their

net domestic sales, depreciation, and operating expenses.

And they also report other sources of income such as interest, dividends, and

other non-reoccurring income or losses.

They then report their non-consolidated subsidiaries income or loss to arrive
at their net income before tax. Their non-consolidated income or loss consists

of their nondomestic holdings income or losses netted.
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The second schedule on the back of the questionnaire is the asset side of the

balance sheet. This form requests domestic financial assets of the company

and includes specific questions requested by the Federal Reserve Board.

Some of those questions are time deposits outside of the US, US Treasury and
federal agency securities subject to sell or do within one year, commercial and
finance company paper of US issuers, and U.S. Treasury and federal agency

securities due in more than one year to name a few.

The third schedule on the back of the questionnaire is the liabilities

stockholders equity side of the balance sheet.

The company reports their domestic liabilities along with additional specific

questions requested by the Federal Reserve Board.

To mention a few short term debt broken down between banks, commercial

paper, or other short term loans.

Current portion of long term debt broken down between banks, bonds and
debentures, or other long term loans and long term debt broken down by

banks, bonds and debentures, or other long term loans.

Now that we’ve seen how the data are collected let’s turn our attention to the
processes used to go from micro data to macro data.

Before the QFR can close the quarter there are additional steps that are carried
out in addition to the collection such as revision, nonresponse implication,

variable weight estimation and seasonal adjustment.
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The revisions to the data are attributable primarily to industry reclassification
of major corporations involved in merger and acquisition activities,
restructuring of operations, economic changes, or additional information
and/or corrections submitted by respondents subsequent to last quarter’s

publication.

In order to reflect these changes and to provide users with comparable data
revisions are made each quarter to the most recent four quarters of previously
published data.

The nonresponse methodology imputes data for all non-responding companies
using statistical procedures that utilize previously reported data if available
and data from current respondents of similar asset size and industry

classification.

The QFR uses a variable weight estimator. This estimator takes into account
the panel rotation scheme described earlier as well as the sample maintenance
techniques employed to keep the industry classification and company

structure for active samples as up to date as possible.

The QFR seasonally adjusted adjust net sales and net income after taxes for all
manufacturing and all non-durable and durable manufacturing and the sales

for all retail trades using the F13 (Arema) Seats One Program.

Seasonal adjustment is a process of estimating and removing the seasonal
elements in a data series. This adjustment eliminates the seasonal trends

present in these areas and reveals non-seasonal features and trends.

The precision of the adjustment is dependent upon economic conditions and

various other elements that introduce significant changes to seasonal pattern.
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A more stable climate will result in more precise adjustment while volatility

can reduce precision especially in the short term.

At the close of each quarter the macro data products are prepared for review

after the estimation and imputation programs are run.

The QFR staff reviews and analyzes the products and submits them for
approval for release. The entire process takes on average four days. 1’d now

like to turn the slides over to Adam.

Thank you (Kerry). The QFR has several products it produces each quarter.

The next few slides will show them to you.

The QFR produces two of the 13 economic indicators that are released by the
Census Bureau. They are the QFR for manufacturing, mining, wholesale
trade, and selected service industries or the QFR in (NWS), and the QFR for
large US retail trade corporations or the QFR RT.

The QFR in (NWS) shown here is released approximately 70 days after the

close of the first, second, and third quarters.

And the QFR RT is released approximately 50 days after the close of the first,
second, and third quarters.

In the fourth quarter the QFR (NMWS) is delayed to be released at the same
time as the QFR RT and they are both released approximately 80 days after
the end of the quarter.
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The QFR and (NWS) features write ups for seasonally adjusted all
manufacturing, nondurable endurable manufacturing, and not seasonally
adjusted all manufacturing nondurable and durable manufacturing, mining,
wholesale trade, information services, and professional, scientific and

technical services.

The QFR (NMWS) press release has three tables in its release. Those tables
are Table 1 selected financial data that includes seasonally adjusted and not
seasonally adjusted data displaying the current, prior, and the same quarter a
year ago for comparison purposes for rate of return after tax, cents per dollar

of sale, percent on equity, sales, income after income tax, and dividends paid.

Table 2 seasonally adjusted sales and net income after tax covering all
quarters for the last 12 years for all manufacturing, all nondurable

manufacturing, and all durable manufacturing.

Table 3 not seasonally adjusted sales and profits data for all size sectors 26

subsectors and 16 industries.

Also displays the current, prior, and the same quarter a year ago for
comparison purposes. The slide shows Table 1 and Table 2 of the press

release.

Our QFR RT release shown here features not seasonally adjusted after tax
profits and sales and seasonally adjusted sales for all retail corporations with

assets of $50 million and over.

The QFR RT press release has four tables. The first three show quarterly data
for the current prior and the same year quarter a year ago for comparison

purposes.
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They are Table 1 not seasonally adjusted income statement, Table 2 not
seasonally adjusted income statement ratios, Table 3 not seasonally adjusted
operating ratios, and the fourth table which is new since the first quarter of

2012 shows seasonally adjusted sales since 2002.

This slide shows Table 1 and Table 2 for non-adjusted income statement and

income statement ratios from the press release.

The QFR RT quarters differ from the QFR and (NWS) calendar quarters. The
first quarter for QFR RT is February, March, and April unlike a calendar
quarter of January, February and March.

This is to accommodate the retail trade companies with fiscal years ending on

January 31 which accounts for most large retail companies.

While the QFR press releases only give a snapshot of the data collected there

are a variety of other products which cater to users who want a bit more depth.

The QFR publication contains all the estimates found in the press release but

provides more depth for those interested to explore a bit further.

The publication contains additional data on rates of return, rates of change in
profits after tax, profits per dollar of sales, and annual rates on profit on

stockholders equity.

There are also full income statements and balance sheets for five quarters for
all sectors, subsectors, and industries covered by the QFR.
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The press releases and the publication are available in Excel format in our

release simultaneously.

For users wanting more hands on access to the available data we provide the

time series and trend charts tool.

This Web based system allows users to create custom time series sourcing
data directly from a repository of published QFR data since 2000.

This includes estimates for periods prior to the five most recent quarters that
are in our publication. It also features integrated graphing capabilities to help
quickly build digitalization. And with a click of the button time series data can

be instantly exported to a text or Excel file.

Finally we offer historical data in Excel format containing the data since 1987
published by the Quarterly Financial Report. This is updated and released

each quarter just after the 10:00 am press release.

Now that we’re up to speed on the variety of available data products let show
you where to get our data.

If you take only one thing away from this Webinar | hope it’s the link at the
top of the slide. This is the portal to all available QFR data products

www.census.gov/econ/qfr.

Here you’ll find links to the latest press release, the publication, as well as the

time series trend charts Web app and Excel files.

Important announcements related to our data will also be posted to this page

keeping you in the loop on any changes or upcoming events.
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In addition to the core products the Web site also provides a wealth of

supplemental information via the tabs at the top of the page.

You can access information about our survey, forms related to the survey,
historical releases, documentation a methodology, definitions or browse our

frequently asked questions.

Now let’s look at QFRs data users. The major users of QFR data are the
Bureau of Economic Analysis, the Federal Reserve Board, the Economic
Report of the President, newspapers, trade magazines, and research papers, the

small business administration, and individual companies.

This slide shows the most recent corporate profits report from the Bureau of
Economic Analysis. QFR is a primary source for BEAs estimates of domestic
corporate profits, dividend and inventory components of the national income

and product account.

These accounts are essential to the calculation of the Gross Domestic Income
and the Gross Domestic Product.

The detailed income statement and balance sheet items allow BEA to adjust

their information on corporate profits and inventory in the (unintelligible).

This slide features one of the tables from the Federal Reserve Board’s flow of
funds accounts. The QFR is the major source for the flow of funds account
because QFR provides data on the aggregate balance sheets of several
important subsectors of the domestic nonfinancial corporate sector which are

net of financial subsidiaries and net of foreign operations.



NWX-US DEPT OF COMMERCE
Moderator: Kim Brown
01-29-14/12:00 pm CT

Confirmation # 3799240
Page 16

The QFR is the sole source for flow of funds data for several asset and

liability categories and are not separately identified in other sources of data.

The FRB also uses QFR in the preparation of estimates and projections of

business activity.

The President’s State of the Union address to Congress covers many topics of
the President’s agenda.

One of the topics he covered his as economic report which is compiled by the

Council of Economic Advisers and submitted to Congress after the address.

QFR data is used for several tables contained in the report. Here we show one
of the tables using QFR data for sale, profits, and stockholder equity for all
manufacturing corporations used in the President’s report.

Corporate profits have been in the news recently with headlines of companies
holding onto their profits instead of reinvesting them in their businesses and

creating new jobs.

This is the focal point of QFR data and puts us in the news. Here is a recent

article in QFRs corporate profits data.

The QFR data are widely used by researchers all over the world. We have
been contacted from as far away as China for the opportunity to use our data

for analysis.

QFR was also recently used for a research paper from the Federal Reserve

Bank of St. Louis in their review January, February 2013.
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Finally some other users of our data are the small business administration who
uses QFR data to estimate the financial performance of small businesses and
the individual companies who use our data to track key performance measures
and their market share as well as to assist them when compiling a business

case when they are seeking investors or debt financing.

Now we would like to show you some slides covering our data over the last
ten years. The first example shows not seasonally adjusted net sales for all

manufacturing companies from fourth quarter 2003 to third quarter 2013.

This allows data users to easily see trends and reflects changes in the US

economy such as a sharp decrease in sales due to the most recent recession.

This example shows not seasonally adjusted after tax profit or loss for all
manufacturing companies from fourth quarter 2003 to third quarter 2013 with
the impact of the most recent recession showing companies reporting an after

tax loss in fourth quarter of 2008.

This example shows not seasonally adjusted net sales for large US retail trade
corporations with assets over $50 million from fourth quarter 2003 to third
quarter 2013.

This allows data users to easily see trends such as a recurring increase in sales
due to holiday sales in the fourth quarter of most years.

We are also able to see a disruption in the trend showing a smaller than
normal increase in sales in the fourth quarter of 2008 and a sharper decrease
than normal in first quarter of 2009 due to the most recent recession.
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This example shows not seasonally adjusted after tax profit or loss for large
US retail trade corporations with assets of $50 million and over from fourth
quarter 2003 to third quarter 2013 showing the impact of the most recent

recession.

Now I’d like to turn the program back over to Mala.

Thanks Adam. Be sure to check out our mobile app called America’s

Economy available by iPhone, iPad and Android devices.

This app will provide you with quick and easy to access data and information

on all of our economic indicators in this Webinar series.

But before moving on to our Q&A session I’m going to post a short link a

short survey just please let us know how we’re doing.

We use this information gathered from these evaluations to improve our future

Webinars so your input is greatly appreciated.

Now one second while I get the link - okay. And while you’re filling out this

survey I’d like to tell you about some upcoming Webinars in this series.

Be sure to join us for the advanced report on manufacturers’ shipments,

inventories, and orders on February 12 at 1:00 PM Eastern Standard Time.

Like the name suggests that Webinar will cover shipments, inventories,
orders, and unfilled orders for manufacturing of durable and nondurable goods
in the US.
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And then on forever 26th at 1:00 PM Eastern Standard Time there will be a

Webinar on housing vacancies and home ownership indicator.

It will cover this quarterly release that provides data on rental and homeowner
vacancy rates and home ownership rates for the US, region, states, and for the
75 largest metropolitan statistical areas including estimates of the total
housing inventory, characteristics of units available for occupancy, and
percent distributions of vacant, for rent, and for sale units for the US and

region.

And like | said before you can see a complete list of our upcoming Webinars

on our Web site at www.census.gov/econ/webinar.

And again all these are - all these Webinars will be archived on this site for
later viewing. And I’ll just give you all just another quick minute to fill out the
survey. And like I said we really appreciate you taking the time to do this.

All right and thanks for filling out that survey. We’ll go head back to our

presentation. All right and so let’s move on to the Q&A.

So operator will provide instructions on how to ask a question. We want to
give everyone an opportunity to ask a question so we’ll ask one question and

one follow-up per person. Operator can you please provide instructions?

If you’d like to ask a question please press Star 1 on your touch-tone phone.
Make sure your phone is not muted and record your name clearly. Your name

will be required to introduce your question.

To withdraw your request you may press Star 2. Once again to ask a question

please press Star 1 and record your name. Just one moment for any questions.
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And | show no questions from the phones.
Mala Mistry: Okay all right. So since there are no questions this will conclude the quarterly

financial report Webinar.
But if any of you have a question at a later time please feel free to contact the
company statistic division by calling 301-763-6600 or emailing them at

csd.gfr@census.gov.

And on behalf of myself, (Kerry), Adam, and everyone who worked hard on
this Webinar thank you for joining us and have a wonderful day.

Coordinator: That concludes today’s conference. Thank you for your participation. You

may disconnect at this time.

END



