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Real Interest Rates in the World’s Seven GROSS SAVING RATE \oenidis 1980-1989
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United States 2.5 4.5
Japan 3.7 4.0
Germany 4.1 4.6
France 2.3 4.4
ftaly 2.1 2.8
United Kingdom 3.2 3.9
Canada 3.3 4.7
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and Deputies of the Group of 10 Countries.

Measured real interest rates have in-
creased in developed countries over
the last 30 years. Among the seven
largest developed nations, the up-
ticks were steepest in France (210
basis ponts) and the U.S. (200 basis
points). This trend may be attributed
to a long-term decline in saving in
most developed economies. Indeed,
both saving and investment moved
distinctly lower during this period.
Aggregate saving is convention-
ally separated into public saving (the
government’s budget surplus) and

private saving (saving out of per-
sonal disposable income, or national
income less net taxes). Under this
method, contributions for social in-
surance are included in direct taxes,
not in disposable income. Because
these contributions are deposited in
a trust fund and are associated with
expected future benefits, individuals
may consider them part of their own
saving, and their existence may af-
fect saving out of disposable income.
Whether such contributions should
be classified under public or private

saving is, therefore, debatable.

The conventional method of de-
termining aggregate saving suggests
that greater fiscal deficits are the
main cause of lower saving and
higher interest rates. In the U.S,
however, changes since the 1960s in
private and government consump-
tion expenditures as a share of na-
tional output point to the opposite
conclusion: The steep increase in
private consumption is primarily re-
sponsible for low national saving
rates in the 1980s.



