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United States {percentage of GNP)

Vear €A 5 ! G-r
1581 Q3 191 . 18.2 LG
(982 —0.F 194 158 34
¥983 ~-1.0 187 159 4.1
1934 -15 9.5 189 19
1985 -29 8.1 176 i
198¢ ~33 199 168 ad
1987 —34 161 16.5 5
1988 ~14 16.3 162 20
1989 -1 156 158 | 3]
1990 —14 i55 145 23
1991 0.1 6.3 1306 3.2
1992 ~09 16.3 131 4.3
1993 -3 E5.8 . 139 3.4
994 =Z1 157 154 2.0

Suurce: Econamic Report of the President. Februry 1995, and ULS. Depanment of Coimmerge
Survey of Curvery Business, Apil 1995,

- European Union (pel"ca-mage
Year CA hid : I G-T

1995 .6 259 19.9 —5.4
1996 1.0 .6 193 —4.3
1997 1.5 23.4 16.4 -2.5
1998 1.0 226 200 -1.6
1999 0.2 218 20.8 -8

Source: Organization for Bconomic Cooperation and Development, QECD Ecanemic Outlook 68 (December
2000), Anmex Tables 27, 30, and 52 {with investment calculated as the residual).

‘Credils Debits

Zurrent Account

1y Bxports +1,4149
Of which:
Merchandise +773.3
Services +296.2
Income receipts +3454
(2) Imports -1,797.1
Of which:
Merchandise 1,222 8
Services -213.2
Inceme paymenis —359.1
(3) Net unitateral current transfers —-53.2
Balance on current account —4354
[0+ @) + 30

Capital Account
4y . +0.7

Financial Account

{5) U.S. assets held abroad ~553.3
(increase —)
Of which:
Official reserve assels -3
Other assets. ~-353.0
(8) Foreign assets held in U.S. +952.4
(increase +)
OF which:
Official reserve assets +35.9
Other assels +916.5
Balance on financial account ~+399.1
1{5) + (0}]
Statistical discrepancy - +33.0
[sum of (1} through {6) with sign reversed]

Source: U.S. Departneat of Comemerce, Survey of Crren Business, April 2001, Totals may differ frum sums
becaese of rounding.

400 7

it and Net Foreign Wealth Position, 1977-2000

Currenl accaunt,
nel forelgn weallh (billions of doliars)

Nat loraign wealth

Current account

- 2000 \ 1 T T T T T T T

UL A T T T 71T 1
1977 1979 198% 1983 1985 1987 1989 1991 1983 1895 1997 1099

A string of current account deficits in the 1980s reduced America’s net foreign wealth until, by the
decade’s end, the country had accumulated a substantial net foreign debt.
Source: U.S. Government Printing Office, Ecanomic Indicators, March 1998, Aprit 2001,

w U.S. Balance of Paymeats Accounts for 1997

- {illions of dollars)
) Credils Debits

(1) Exports +1,167.6
Of which:

Merchandise +673

" Ivestment bicome mocived . +796.0

Other services +753.2
@) Imports —13955

Merchandise —E713
Ervestment income paid ~2503
Oter services ~1679

Balance on cumrent acooint — 1664 -
KD +@+ Q) ’

Capital A coount
{4) U.S, assets beld abroad —426.9
(increase ~}
T Of which:
Oificial reserve assets . 1.0
Other assets —4259
(5) Forelgn assets bekd in ULS. +6905
(increase +)

Official reserve asscly +182

Other assets +6723

Balance on capital account +263.6

[ ge))]

Statistical discrepancy ) . —97.1

[sum of (1) turough (5) with sign reversed
Sowroe: U5, Depuitment of Cowsanssie, Survwey of Currens Business, Apedl 1998, Touls may differ from mams
bocsnse of roundiog
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Current account,
i i netloreign wealth (billions of dollars)

400 -
200 +

Net foreign wealth

Current account

‘3500 i T T T T T T T T T T T
1976 1978 1980 1982 1984 1986 1988

T T T

6 1998 2000 2002

94 19

2004 2006 2008

1980 1992 19

i Figure 13-2
The U.S. Current Account and Net Foreign Wealth Position, 19762009

A string of current account deficits starting in the 1980s reduced America’s net foreign wealth until, by the
[ early 21st cenlury, the country had accumulated a substantial net foreign debt,

¢ Source: 1.5, Department of Commerce, Bureay of Ecanomic Analysis,

Saving and the Current Account

Simple as it is, the GNP identity has many lluminating implications. To explain the most
important of these implications, we define the concept of national saving, that is, the portion
of output, ¥, that is not devoted to household consumption, C, or government purchases, GS
In a closed economy, national saving always equals investment. This tells us that the closed
economy as a whole can increase its wealth only by accumulating new capital.

Let § stand for national saving. Our definition of S tells us that

S=Y-—C-q.

6”['he U.5. national income aceounts assume that government purchases are not used 1o eniarge the nation’s capital
stock. We follow this convention here by subtructing all government purchases from output to calculate national
saving. Most viher countries” national accounts distinguish between government consumption and government
investment {for example, investment by publicly owned enterprises) and include the latter as part of national
saving. Often, however, government investment figures include purchases of military equipment.
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