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Global Savings and Investment 

Measured Real Interest Ratesa 
(Percent) 

1960s 1970s 1980s 1990sb 1992 1993 1994 1995' 

U.S.  2.5 0.7 4.5 3.3 3.2 2.9 4.1 3.4 

~ a p a n ~  3.7 0.7 4.0 3.2 2.7 2.7 3.4 2.6 

Germany 4.1 3.2 4.6 4.2 4.0 2.3 3.3 3.8 

France 2.3 1.1 4.4 5.8 6.0 4.7 5.5 5.7 

Italy 2.1 -1.4 2.8 6.6 7.6 6.2 6.1 6.9 

U.K. 3.2 -1 .O 3.9 3.8 3.1 3.5 5.3 5.0 

Canada 3.3 1.3 4.7 5.7 5.0 6.1 7.5 6.3 

GI 0 averagee 2.9 0.1 4.2 4.0 3.8 3.4 4.4 3.9 

Savings and Fixed investment 
(Percent of GDP) 

Gross savings Gross fixed investment 

1960s 1970s 1980s 1990sb 1960s 1970s 1980s 1990sb 

U.S. 20.1 19.8 17.8 15.4 18.3 19.1 19.0 16.0 

Japan 34.4 35.3 31.8 33.5 31.6 33.1 29.1 30.6 

Germany 27.3 24.4 22.4 22.2 24.8 22.6 20.3 22.3 

France 26.3 25.9 20.4 20.1 23.4 24.1 20.6 20.0 

Italy 28.3 26.0 21.8 18.4 24.8 24.0 21.3 18.5 

U.K. 18.5 17.9 16.5 13.7 18.0 19.2 17.5 16.4 

Canada 21.5 22.4 20.1 14.2 22.4 22.8 21.4 19.1 

GI 0 averagee 24.5 24.1 21.4 20.0 22.6 22.9 21.2 20.0 

a. A two-year backward-moving average of inflation is used to proxy inflation expectations. 
b. 1990 through 1994. 
c. For September 29, 1995. Based on inflation through 1995:llQ. 
d. The table uses the average return on Japanese long-term telephone and telegram coupon bonds from 1961 through 1979. From 1980 to 1984, yields on 
government bonds and telephone bonds were essentially identical. 
e. Weighted by GDP fixed weights. The forelgn G I0  countries comprise Belgium, Canada, France, Germany, Italy, Japan, the Netherlands, Sweden, Switzer 
land, and the U.K. 
SOURCES: Organisation for Economic Co-operation and Development (OECD); International Monetary Fund; and Bank of England. 

As glol,al capit:il rnarlicts I3ecomc 
incre:isingly integ~itccl, worlcl\\-icle 
influences on sa\-ings. in\.cstmcnt. 
ancl real-interest-r~ite patterns n.iil 
tenel t o  clomin:itc co~intry-specific 
cievelopmcnts. :iceorcling to ;I recent 
stiicly hy the Group ot' 'I'cn ( G  10) 
coiintr-ics. Intcg~ition shoi~icl permit 
:I growing cli\-essence I,et\veen sav- 
ings ;inel investment in any single 
c.ountr-y. :inel consccliiently shotilcl 
accorn~notlate n.icler. more persis- 
tent current account inl11:iIances 
than in  the past. -l'l~o~igli capit:il 

m:irl\-ets are kir 1-ro1n complctcly in- 
tegr:itecl. re:(!-interest-rate move- 
ments aro~incl the glolx are l~ecom- 
ing more closely corrcl:itecl. 

Over the past 35 yc:u.s. cotintries 
ha\.? esperiencecl :i sm:lll increi~se in 
real long-term interest n tes .  'fhe 
G I 0  concluclecl tlxit tiiese higiier 
Kites reflect :i clecline i l l  gloIIal sat.- 
ing r:ites. \\-hich stems m;iinl>. tr.0111 a 
deterioration in the fiscal positions 
of industri:ilizeci countries. l ' l ~ e  clrop 
in saving Utes outp:icecl :t clecreasc 
in in\.estinent. n.hich the C 1 0  ;ittrih- 

utecl to slo\ver lal3or-force gro~vth  
and recl~~cecl prod~~cti\.ity g:iins. 

Viihile the rise in real capital mar- 
liet rxtes has been srn;ill. the o~itlook 
for t'iit~ire sa\.ing patterns in de\.el- 
opecl countries creates uncertainties 
aI>out their future growth rates ancl 
;iI~out s~~stainecl clevelopment in 
emerging ancl tl-ansition:il econ- 
omies. l 'he fiscal positions of most 
countries may IIe slo\v to improve. 
T~iclitionally. a clear link between 
cleficits. or government clel,t. ancl 

(co~~t i t l [[ed ojl ~ze.~t  f ~ ~ i g e )  
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Global Savings and Investment (cont.) 

General Government Fiscal Balance and Net Debt 
(Percent of GDP)a 

Fiscal ~ a l a n c e ~  Net debtC 

1 %Os 1970s 1980s 1 990sd 1960se 1970s 1980s 1 990sd 

U.S. -0.1 -1 .O -2.5 -3.1 38.3 24.1 25.6 35.4 

Japan 1 .O -1.7 -1.5 0.5 -5.7 0.0 22.0 6.8 

Germany 0.7 -1.7 -2.1 -2.8 -12.6 0.1 19.4 29.0 

~ r a n c e ~  0.0 -0.4 -2.1 -4.0 n.a. -0.2 7.7 23.0 

Italy -2.4 -8.6 -1 1 .O -9.8 31.2 49.5 76.6 11 0.2 

u.K.~ -0.3 -2.4 -2.0 -4.9 75.9 60.2 43.5 36.2 

Canada -0.3 -0.8 -4.5 -6.0 21.4 9.4 28.7 55.4 

GI 0 averageg 0.0 -1.8 -3.0 -3.3 25.3 19.1 29.1 36.3 

Current Account Balance 
(Percent of G D P ) ~  

1977- 1980- 1983- 1986- 1989- 
1979 1982 1985 1988 1991 1992 1993 1994 

U.S. -0.7 0.0 -2.3 -3.2 -1.2 -1.1 -1.6 -2.3 

Japan 0.8 0.0 2.8 3.5 1.8 3.2 3.1 2.8 

Germany 0.5 -0.5 1.7 4.3 2.2 -1.2 -0.8 -1.1 

France 0.8 -1.2 -0.6 -0.2 -0.8 0.3 0.8 0.7 

Italy 1.6 -2.2 -0.5 -0.2 -1.7 -2.3 1.2 1.3 

U.K. 0.2 1.9 0.7 -1.6 -3.0 -1.7 -1.9 -0.1 

Canada -1.9 -0.7 0.1 -2.3 -3.9 -4.0 -4.3 -3.3 

Gl 0 averageg -0.2 -0.8 0.5 0.5 -0.3 -0.5 0.5 0.8 

a. OECD definitions. 
b. Negative numbers represent a deficit. 
c. Net financial liabilities as defined in the System of National Accounts. 
d. 1990 through 1994. 
e. 1964-1969 for Japan and Italy, 1966-1969 for the U.K., and 1961-1 969 for Canada. 
f. Fiscal balance figure is for 1963-1 969. 
g. The foreign GI0 countries comprise Belgium, Canada, France. Germany, Italy, Japan, the Netherlands, Sweden, Switzerland, and the U.K 
SOURCE: Organisatlon for Economic Co-operation and Development. 

real long-ter~n interest rates lias re- 
mainecl e l~~sive .  Many econoruists 
contencl that the l>orro\\-ing in1plic:i- 
tions of government cleficits rlixy be 
less intr~1six.e than tlie clistortionary 
effects of incliviclu:~l txs-and-spencl 
progmrtis. In a glohai mz~rliet. how- 
ever; tlie indi\-icl~lal efforts even of 
I:~rge countries ma); h:~\.c little im- - - pact on real long-term interest rates. 
, ' - I h e  cllallenge is to foster p~11>1ic say- 
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opecl countries. I>emogr;~pIiers es-  
pect ciepenclerlcy ratios-the per- 
centage of young ancl elderly in a 
countl-1. relative to its \\.orking-age 
popul:ltion-to rise in inclustrial 
countries. Other things equ:ll, na- 
tions \\.ith high depcnclcncy ratios 
have lo\\~er saving I-ates. 

Al tho~~gh i~~lesr)ectcd changes in 
monetal-y lx)lic), ma). affect real in- 
terest rates in the short run. rnone- 
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tion Ixtes experience higtier long- 
term nominal interest rates. The (; 10 
stclcly also fincls that in Inan). coun- 
tries, financi:kl marliets set inflation 
~ x e n i i ~ ~ m s  with long memories 
: L ~ I O L I ~  past 131.ice perforrn:unce. hIon- 
etary creclil>ility rnay be slon. to 
1,uilcl ancl cl~licli to crumble. h,Ione- 
tary z~~ltllorities contrilx~te to long- 
term economic gron.th ancl clevelol3- 
lllellt o11ly 11)' c~)~~sis tent ly  fostering 

. . 7 . 2 .  
i lngs \\-orlu~vlc~e. tary po~rcy-e\:en on  a glorlal prlce srarxrrry. 
- I 'o~~~llat ion trencls rnzl). ~ ~ l s o  ~lcl- scale-c:~nnot determine real inter- 
- 

vet-sell. affect s;~\.ing rates in devel- est mtes. Coilntries with higher inlla- 
- - - - 

http://clevelandfed.org/research/trends
November 1995

Best available copy


