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a. Seasonally adjusted. 
b. Through May. 
c. 1997 plot is an average of the first two quarters of the year. 
d. Ratio of foreign real GDP or GNP to U.S. real GDP Foreign countries and trade weights are those used to construct the Federal Reserve Board's 
trade-weighted dollar index. Projections for 1997 and 1998 are from The Economist, August 2-8, 1997. 
e. Annual average of monthly data; 1997 plot is an average of the first five months of the year 
SOURCES: Board of Governors of the Federal Reserve System; U.S. Department of Commerce, Bureau of the Census; International Monetary Fund, 
International Financial Statistics; and The Economist. August 2-8. 1997. 

The U.S. trade cleficit has ~videnecl 
since 1991. Over the first five 
inonths of this >.ear. the shortk~ll 
was $48.1 billion. Our largest 
deficits are Ivith Japan, Cliina, ancl 
our NAFTA partners. 

The cleterioration in the IJ.S. trade 
lxdailce over the current husiness 
exp;lnsion largely reflects the more 

- sapicl 11;ice of econoniic gro~vtll in 
the U.S. than al,ro:lcl. Since 1991, 

< 
the inajor incl~~strializecl co~~n t r i e s  - 

- have see11 their O L I ~ I ~ U ~  clii~ll> 1.5% 
- 

on a trade-weighted I~asis, while 
the U.S. economy espanded 2.5% 
( abcl,Lge .,-. annual rates). Our faster 
economic gro~vth has attracteel for- 
eign savings and financed clomestic 
investillent at levels unsustainable 
t h r ~ ~ ~ g h  cloinestic savings alone. 
Other things being eclual, foreign 
economies i i i ~ ~ s t  grow at about 
tli~ice the domestic rate in orcler to 
reverse this pattern ancl n;u.roxv the 
U.S. tr;lde cleficit. Although analysts 
expect foreign economic groxvth to 

:tccelerate t o  2.3% in 1997 and 2.7% 
in 1998, it xvill not surpass projected 
IJ.S. growth (3.5% in 1997 and 2.3%) 
in 1998) by the req~~isite margin. 

The relationship I~etween ex- 
change sates anti the tracle cleficit 
is even more tenuous than that 
between growth rates ancl tr:tcle, 
hut a dollar appreciation can ~viclen 
the cleficit. The dollar's 14.4% real 
appreciation since 1995 has not 
klvorecl a narrower trade cleficit. 

http://clevelandfed.org/research/trends
August 1997

Best available copy


