
International Developments 
Billions of U S dollars 

Output and inflation 
(Percent change, ~.a.a.r.~) 

Consumer 
Real GDP Price Index 

Year Quarterly Year Monthly 
over change over change 
year (1995:IVQ) year (Mar.1996) 

Germany 1.0 -1.6 1.6 1.0 

Japanb 2.2 3.6 0.3 4.6 

u . K . ~  4.1 4.0 2.7 4.9 

U.S. 1.3 0.5 2.8 4.7 

Average 2.2 1.6 1.9 3.8 

Index, January 1991 = 100 
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a. Seasonally adjusted annual rate. 
b. CPI is not seasonally adjusted. 
c. Three-month interbank rate or nearest equivalent; weekly average of daily rates. 
SOURCES: DRIJMcGraw-Hill; U.S. Department of Commerce, Bureau of the Census; U.S. Department of Labor, Bureau of Labor Statistics; and Board of 
Governors of the Federal Reserve System. 

111 January. the g:ip Ix t~vcen C.S. 
imports ancl esports n:~rro.rvecl. It's 
too soon to tell n.hether this repre- 
sents a break in n.li;~t ;lppe:lrs to be 
at1 a l~nos t  ~~nintcr r~~ptecl  clecline in 
net exl>ortssince 1992. (Actu~tlly. 
since early 1995-aro~~nd the time 
the dollar's clecline n.as reversecl- 
net exports have Ixcn relatively 
constant). 

The past yeat-'s stronger dollar 

may reflect lower U.S. inflation corn- 
parecl to the rest of the \vorlcl or a 
change in the real terms of track. 
(Tile trade-weighted dollar averagecl 
104.5 in April versus 103.7 in 
AlIarch.) Since the latest inflat io~~ 
numbers are al~llost uniformly 
higher-with U.S. i~lflatio~l ;~pproxi- 
11lately constant relative to the rest of 
the \vorld-the change in the terms 
of track points to real, not nominal, 
factors. Although 1110st peo~Ae have 

been trained to clisfavor a \vicleni~lg 
tmcle deficit. the U.S. tlacle cleficit 
simply reflects a desire to borrow 
gootls :lncl sen~ices fro111 the rest of 
the world. Therefore, reversal of the 
clecline ill  net exports since early 
1995 implies a lessening of the na- 
tion's clesire to borrow from abroad. 

U.S. o ~ ~ t ~ x l t  is c~~rrent ly  growing 
more slowly than that of mosl of its 

( C O I ~ ~ ~ ~ L L I ~ C ~  on irext p61ge) 
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International Developments (cont.) 

U.S. International Trade 
(Billions of U.S. dollars) 

Feb. 1996 
Feb. Jan. Feb. minus 
1996 1996 1995 Feb. 1995 

Net services 
exports 5.60 5.19 4.75 0.85 
Services 

exports 18.38 17.78 16.44 1.94 
Services 

imports 12.78 12.59 11.69 1.09 
Net goods 

exports -13.81 -15.08 -14.22 0.41 
Goods 

exports 49.70 49.01 45.58 4.12 

Goods 
imports 63.51 64.09 59.80 3.71 
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/CHANGE IN IMPORTS, FEBRUARY 1996 MINUS 

SOURCE: U.S. Department of Commerce, Bureau of the Census and Bureau of Econom~c Analysis 

trading partners. If today's slo\v 
grom~li lx~~tencls slo\v tcit~ire growth. 
the climinishecl U.S. clesire to I)orro\\~ 
froni other co~intries ma)- simply in- 
dicate that the future clues not looli 
rosy enough to ensure repayinent of 
the lo:i~~. Therefore, the narso\ving of 
the  trade deficit can ac t~~al ly  reflect 
bad 11ew;s-a slowing of U.S. gro\vth 
relative to th:~t of its tr:icling plrtners. 

About 67% of last yc:~r's increase 
in net exports of goocls ancl services 

came from an expansion of net sew- 
ices exports. Even net goocls e spo~ t s  
rose in 1995, reversing a fo~~r-year  
clecline. Trade in goods continued to 
account for 83% of the nation's im- 
ports of goocls and services and 
al3out 73% of its exports. 

Imports fell slightly from January 
to Fehrua~y, largely clue to a clecline 
of almost $900 inillion in industrial 
supplies and materials imports. 
Con\:essely. exports of American 

Change, millions of dollars 

goocls ancl services rose over the 
montll in :I broad-basecl advance. 

Much of the esport gain \\/as ac- 
countecl for by capital goocls :inel 
services. This is welcome nexijs fo r  
the Fourth Federal Iieserve District, 
\i~hose businesses are ke)~ players in 
the capital goocls sector. Apart from 
consumer goods, which zilso postecl 
a healthy increase, 111ost export a t e -  
gories changed only slightly from 
J:IIIII:~I-~ to FeI>r~iai-y. 
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