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U.S. EXPORTS AND IMPORTS AS'A SHARE OF REAL GDP2
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U.S. TRADE DEFICIT
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SOURCE: U.S.Department of Commerce, Bureau of Economic Analysis and Bureau of the Census.

International trade is becoming in-
creasingly important to the U.S.
economy. Since 1987, exports have
grown from less than 7% of GDP to
more than 11%, while imports as a
share of output have expanded 3
percentage points. The U.S. trade
deficit narrowed through 1991, but
has generally widened ever since.
While significant for the nation,
international trade is becoming pro-
portionally even more meaningful to

Ohio and Pennsylvania. Between
1987 and 1994, exports from each of
these states grew 151% (compared
to 127% for the nation), with Ohio
accounting for approximately 3%4%,
and Pennsylvania for about 2%4%, of
U.S. shipments abroad.

In October (the latest month for
which data are available), the U.S.
trade deficit declined slightly as im-
ports fell somewhat more than ex-
ports. Since its June high, the trade
deficit for goods and services has

narrowed by $1.3 billion. The U.S.
saw a substantial improvement in its
trade balances with Japan, Europe,
and Mexico over this period, but our
trade deficit with China and other
Pacific Rim countries deteriorated.
Despite the marked improvement
since June, full-year data will proba-
bly show that our overall trade posi-
tion has worsened since 1994,
The U.S. trade deficit—on both a
{continued on next page)
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a. Includes former Soviet Bloc countries.

b. Foreign GDP growth is the average for Germany, Japan, France, the UK., Canada, Italy, the Netherlands, Belgium, Sweden, and Switzerland, weighted by
trade shares. Annual data for Belgium are interpolated to a quarterly series.
¢. Weighted average of dollar exchange rates against the above-listed countries, adjusted for inflation differentials.

SOURCES: U.S.Department of Commerce, Bureau of Economic Analysis and Bureau of the Census; International Monetary Fund; and the Federal Reserve

Bank of Cleveland.

nominal and a real basis—has
widened since 1991, as economic
growth at home has outpaced
growth abroad. Foreign economic
activity, which advanced rapidly in
1994, paused in 1995. In fact,
Canada, France, Germany, and the
U.K. are all likely to see their growth
rate halved relative to 1994. Japan,
on the other hand, recorded a slight
improvement.

Most economists foresee foreign

economic growth accelerating again
in 1996. If their projections are cor-
rect, this will contribute to further
U.S. export growth. However, with
U.S. economic activity also expected
to remain fairly brisk in 1996, not
much change is anticipated in our
overall trade deficit.

The relationship between the real
trade balance and the real trade-
weighted dollar is not as tight as
many analysts suggest. When more

complete data become available, the
real trade-weighted dollar will prob-
ably prove to have exerted little in-
fluence on the 1995 trade balance.
The nominal dollar depreciated
somewhat over the year, but U.S. in-
flation was slightly higher than that
of our key trading partners. With in-
ternational inflation rates seeming to
converge at low levels, large swings
in the dollar appear less likely.



