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The  I1.S. trade balance has heen 
in deficit, on  average, for the last 
25 years. This is reflectecl in the 
lxhavior of U.S. gross saving ancl 
investment. Iluring the 1960s. gross 
saving surpassed gross private in- 
vestment, and the excess saving was 
investecl al~road. 

National saving began to decline 
in the  1970s. The gross saving rate 
dropped 3.7 percentage points be- 
tween the 1970s ancl the first half 
of the 1990s. 1x1~ gross private clo- 
rnestic investment fell less. 'I'he 

shortfall in saving was coverecl by 
foreign capital inflows-a necessaly 
counterpart of OUT current account 
cleficits. The long-term decline in U.S. 
national saving has thus been asso- 
ciatecl with a secular swing. fro111 
positive to negative, in the nation's 
net investment position. Since 1987, 
foreign ownership of assets in the 
U.S. has exceecleed ownership by U.S. 
residents of assets located abroacl. 

Although foreigners' willingness 
to invest in the U.S. helps sustain 
clomestic investment, productivity, 

ancl ultimately living stanclarcls, an 
expancling foreign clebt also in- 
creases the burelen of s e ~ ~ ~ i c i n g  it. 
Foreign income 011 U.S. assets has 
recently begun to exceed I1.S. in- 
come on assets o.v\inecl abroacl. 
kloreo\~er, shoulcl foreigners be- 
co111e less willing to invest here, the 
debt woulcl have to be repaid I y  
sunning current account surpluses 
-that is, by exporting more than 
we import. In that case, maintaining 
clomestic investnlent will necessitate 
an increase in national saving. 
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