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Current account 

U.S. Current Account: Savings and Investment 
(Percent of GDP) 

1993 1994 1995 1996 

Gross saving 14.3 15.2 15.8 16.2 

Private 14.7 14.5 14.7 15.1 

Government -0.4 0.7 1.1 1.1 

Foreign capital 
inflowC 1.5 2.2 2.1 1.9 

Gross domestic 
investment 16.5 17.7 17.8 17.4 

Statistical 
discrepancy -0.7 -0.3 0.1 0.7 
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Billions of U.S. dollars 

[ NET INVESTMENT INCOME I 

a. Private capital flows have signs reversed and include the statistical discrepancy as unrecorded capital flows. Positive values represent a capital oufflow. 
b. Positive values represent a capital inflow. 
c. Foreign capital ~nflows are the current account deficit with the sign reversed. 
NOTE: All 1996 data are annualized f~rst-quarter figures. 
SOURCES: U.S. Department of Commerce. Bureau of Econom~c Analysis; and the Federal Reserve Bank of New York. 

l)relimin:iiy clata sllon. the U.S. c~ir-  
rent account cleficit r~lnning at a 
S 142 billion arinu:11 rate in 1906:IQ. 
*The current account inclucles tmcle 
in goocls ancl sei-\,ices, net invest- 
ment inconlie, xncl i~llilateral trans- 
f -  CIS.  - . h[ost eco110111ists es jxct  this 
year's current account cleficit to ex- 
ceed last year's $1-tH 1,illion posting 
some~vlia t .  

A coilntry running a current :kc- 
count cleficit is applying ~iiore of the 
world's oiitpiit to its oxvn consump- 
tion 311~1 in\'estments th:~n it  is pro- 

ducing. To finance its imports, tile 
<I i1ssets- l1.S. must export financi, 1 

clai~ns on  o ~ ~ r  nation's fxiture procluc- 
tion-~ul~cl a net inflow of foreign 
capit'il milst occur. Any te~lclency for 
the foreign capital inflow not to 
match the ciirrent account deficit \\;ill 
initiate changes in interest rates, ex- 
change Kites, and other economic 
variables to restore balance. Interest- 
ingly, a net private capital outflo~v 
accompaniecl the 1996:IQ current ac- 
count cleficit. 'The recluisite net capi- 
tal inflow canie when foreign gov- 

ernments aclclecl $206.5 billion (an- 
nual rate) to their official holclings. 
Often, foreign governments \\rill 
mal<e such :I move to :lvoicl acljust- 
ments in the exchange rate. 

A country's al~ility to service fu- 
ture foreign claims on its o~l tput  
without a decline in its standarcl o f  
living clepends on \vhetIier it  uses 
foreign c:ipiral to finance consLlrlil,- 
tion or investment. Apparently, re- 
cent net foreign-capital inflolvs ha1.e 
supported U.S. in\-- ,cstment. ' 

http://clevelandfed.org/research/trends
July 1996

Best available copy


