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a. Ratio of foreign real GDP or GNP to U.S. real GDP Foreign countries and trade weights are those used to construct the Board of Governors' trade-weighted 
dollar index. 1996 and 1997 projections are from The Economist, August 10-16, 1996. 
b. 1996 plot is an average of the first two quariers of the year. 
c. 1996 plot is an average of the first seven months of the year. 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; Board of Governors of the Federal Reserve System; International Monetary Fund, 
Financial Statistics; and The Economist, August 10-1 6, 1996. 

The IT.S. current account cleficit 
grew 11): $20.6 I~illion (:inn~ial rate) 
in the first cl~lartcr. reaching S 14L:i 
billion. A \\,icier t~ i c l c  cleficit ancl 
larger ~1nil:lter:~l t~.ansf'ers ofket a 
slight cleclinc in nct L:.S. interest 
p;lyinents to foreignel-s. htlonthly 
data on  t ~ ~ c l c  in gootls :~ncl services 
suggest th:lt tile 11-aclc clel'icit. the 
largest comlx'nent o f  (lie current ac- 
count 11:ilance. \\.ill \\-iclen I ' L I S I ~ ~ S  in 
the seconcl clu:u.ter. . - I h e  t1ctcrior:ltion i l l  Ir.S. net es- 

ports since the 1991-92 recession 
can he  traced to subst;lntially higher 
econo~nic groxvth here than al~ro;tcl. 
Foreign economies have Ixen picli- 
ing L I ~ ,  ho\\~ever, anci with tracle- 
weighteel gro~vth projectecl at 1.7(% 
this year and 2.5% in 1007. the 
prospect"or :I f~trther sharp clecline 
in IJ.S. net esports seer11 remote. 

The connection between rcl:tti\ie 
g r o ~ v t l ~  ;u1d the traclc cleficit is incli- 
rect ;mcl thercforc solnen-llat tenu- 
ous. 'l'lie relationship u1tinn;ltel)- cle- 

pencls oil ho\v g m ~ v t h  influences 
tlecisions to save ancl invest. A 
cleficit country. 1>y clefinition, con- 
sulnes and invests more than it 17~0- 

cluces ancl hence must I,orrow sav- 
ings from abroacl. ?'he connection 
I~et\\-een mo\-enllents in the real clol- 
1:tl- esclixnge rate :mtl net esports  
also r ~ l n s  t l~ ro~ lgh  s:l\.ings ancl in- 
\.estment clecisions ancl seems even 
\\-eaker than that 1,etween relative 
gro\vth rates anel net exports. 
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