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Foreign econornic acti\.ity continues 
its moclesate exparlsion. \vhile inlla- 
tion pressiiresswn:lin S L I I ~ C I L I ~ ~ .  
Economists, \ ~ h o  notchecl i ~ p  their 
oiit10c)li after a 17etter-than-es12ectccl 
fourth qiiarter, anticilx~te th;~t gro\\~th 
Lunong our 10 lasgest industrial tl.;~cl- 
ing partners  ill aver:lgc ;lpprosi- 
rnately 2.5% this year ancl next. 

Japanese real Gl)I1 rose  XI o\.er 
tlle fo i~r  cluarters encling in 
199h:I\'Q. \vith consiln1er spencling 
:mcl net exports leacling the gains. 

Irn.estment spencling slowecl. Inclus- 
tri:ll ~xocli~ction increasecl a I>risl< 
5.3% in Jan~iary, wlihile the Llnem- 
ployment rate for the ruonth re- 
mainecl at 3.3(!41. only slightly helo\\. 
its post-\Vc)rlcl War I1 high of 3.5'!41. 
Inflation in Japan remains I,elo\\. 11!4). 

German output expaneled at a 
slr~ggish 2.01!4) in 1996:IVQ (011 a 
yc:u--over-year basis). Concurrently, 
net expor twanel  consumption 
spencling (both private and go\.ern- 
rneni) \veal<enecl. Inclustrial procluc- 
tion fell 1.7% in January, 1;urgely be- 

c;luse l2:lcl weather slo\\.ecl clown 
construction activity. Germany's un- 
employment mte rose to a recorcl 
post-\'orlcl \War I1 high of 11.3% in 
Janiiary ancl rernainecl there in Fel2- 
I.LI:IS~. Its huclget deficit \viclened to 
3.9%~ of GlIP in 1996 from 3.5% the 
previoiis year. With iinemployrnent 
running at historically high levels, 
the coilntiy \\-ill have difficulty meet- 
ing the 3% deficit t q e t  h r  the Euro- 
pe;ui rnonetary union. Inflation in 
C;erm;)ny remains below 2%. 
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