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a. Broad money equals M2, except in Japan, where it equals M2 plus certificates of deposit. 
NOTE: EU stands for European Union: NIC stands for newly industrialized countries. 
SOURCE: International Monetary Fund. 

Fiscal deficits (or surpluses) influ- 
ence  economic gro\vth. ancl p~il>lic 
spending can I~oost procluctivity 
through wise investments in infra- 
str~icture. Ho\ve\.er, intlustrialixecl 
countries increasingly vimv l>ersist- 
ent  fisc:il clef'icits ;lnd the res~~lt ing 
accum~11:~tioil of pul~lic cleht as 
cletrimentz~l to long-term grow~th 
:tncl competiti\-cness. Althoug11 re- 
clucing government cspenclit~ires is 
often ~x)litic:~lly cliff'ic~ili :mcl c:ln 
slow: gro~vth temporarily, current 
clcficit levels Inay not I)c sustainal>le 

as incl~istrial countries' populations 
grow older. 

111 the European Union (EU), the 
absence of wiclespreacl, effective 
~ x o g r a ~ n s o f  fiscal consoliclation 
threatens to limit monetaql policy's 
independence anct creclil>ility. In 
japan. calls for fiscal consoliclation 
may become lo~~cler once economic 
gro\\~th has recoverecl more f~illy 
born asset q~lality problems at major 
financial institutions. 

In the US., the current-acco~~nt 
deficit is sornetirnes viewecl as a 

source of snvings f ro~n  abroad that 
partly offsets the fiscal deficit's clmin 
on private s:lvings. I'rogress on the 
fiscal side may permit a Illore credi- 
ble monetary policy and, hence, a 
stronger clo1l:lr. In cont~xst, fiscal 
ancl current-account surpluses in the 
newly inclustrialized co~intries (NIC) 
of East Asia-Hong Kong. Singa- 
pore, South Korea, a ~ l d  Tain.an- 
have been associateel with strong 
growth in 130th rnonetary aggregates 
:inel real economic activity. 
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