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TRADE AND CURRENT ACCOUNT BALANCES: 
STAT1 STICS 

The c o n t i n u i n g  U.S. t r a d e  d e f i c i t  i s  a  major  conce rn  f o r  Congress  a s  
i t  s e e k s  t o  promote t h e  v i t a l i t y  of U.S. e x p o r t s  and r educe  t h e  c u r r e n t  
imbalance  between e x p o r t s  and impor t s .  S i n c e  1983, t h e  Uni ted  S t a t e s  h a s  
r e g i s t e r e d  one  r eco rd -b reak ing  t r a d e  d e f i c i t  a f t e r  a n o t h e r .  The 1987 
d e f i c i t  of $171.2 b i l l i o n  -- t h e  h i g h e s t  e v e r  -- d i s a p p o i n t e d  some 
a n a l y s t s  who e x p e c t e d  t h a t  impor t s  would have  begun t o  d e c l i n e  a f t e r  
n e a r l y  3 y e a r s  of d o l l a r  d e p r e c i a t i o n .  The f a l l i n g  d o l l a r ,  which r e a c h e d  
a  post-war low a t  t h e  end of December 1987, i s  e x p e c t e d  t o  l e a d  t o  a  
r e d u c t i o n  of  bo th  t h e  merchandise  t r a d e  and c u r r e n t  accoun t  b a l a n c e s  i n  
1988.  During November and December 1987, and J a n u a r y  1988,  t h e  
merchand i se  t r a d e  d e f i c i t  began t o  narrow a s  s t r o n g  e x p o r t  g rowth  
ou tpaced  t h e  growth  i n  impor t s .  T h i s  t r e n d  came t o  an a b r u p t ,  i f  
t empora ry ,  h a l t  i n  Feb rua ry  when t h e  d e f i c i t  widened by $1.4 b i l l i o n .  
T o t a l  i m p o r t s  were n e a r l y  60% h i g h e r  t h a n  e x p o r t s .  

T h e  b r o a d e s t  measure  of Uni ted  S t a t e s  i n t e r n a t i o n a l  economic 
t r a n s a c t i o n s ,  t h e  b a l a n c e  on c u r r e n t  a c c o u n t ,  i n c r e a s e d  from -$141.4 
b i l l i o n  i n  1986 t o  a  r e c o r d  -$160.7 b i l l i o n  i n  1987. The c u r r e n t  a c c o u n t  
d e f i c i t  was $39 b i l l i o n  i n  t h e  f o u r t h  q u a r t e r  of 1987 -- a  $4.4 b i l l i o n  
d e c r e a s e  o v e r  t h e  t h i r d  q u a r t e r ' s  r eco rd -b reak ing  $43.4 b i l l i o n .  S i n c e  
1981,  t h e  l a s t  y e a r  i n  which a  s u r p l u s  was r e c o r d e d ,  t h e  c u r r e n t  a c c o u n t  
h a s  s t e a d i l y  e roded  a s  merchandise  impor t s  i n c r e a s e d  and t h e  s e r v i c e s  
b a l a n c e  worsened.  

The O r g a n i s a t i o n  f o r  Economic Co-opera t ion  and Development (OECD), 
Morgan Guaran ty ,  Data Resources ,  I n c .  (DRI) ,  and WEFA A s s o c i a t e s  ( f o r m e r l y  
Wharton Economet r i c s )  have  f o r e c a s t  t h a t  t h e  t r a d e  d e f i c i t  and c u r r e n t  
a c c o u n t  d e f i c i t  w i l l  be  reduced  d u r i n g  1988 and 1989. 



ISSUE DEFINITION 

I n  r e c e n t  y e a r s ,  t h e  U.S. t r a d e  and c u r r e n t  a c c o u n t  d e f i c i t s  h a v e  
expanded  a t  a  v e r y  r a p i d  r a t e .  The d e p r e c i a t i o n  of  t h e  d o l l a r  s i n c e  1985  
may c a u s e  t h e  t r a d e  d e f i c i t  t o  d e c l i n e  d u r i n g  t h e  n e x t  few y e a r s .  Many 
e c o n o m i s t s  n o t e  t h a t ,  m e a s u r e d  i n  volume t e r m s ,  t h e  t r a d e  d e f i c i t  
a p p a r e n t l y  h a s  begun  t o  n a r r o w .  The i s s u e  f o r  C o n g r e s s  i s  how f a s t  t h e  
t r a d e  d e f i c i t  w i l l  d e c l i n e  i n  r e s p o n s e  t o  d o l l a r  d e p r e c i a t i o n  a n d  o t h e r  
f a c t o r s .  T h i s  i s s u e  b r i e f  p r o v i d e s  h i s t o r i c a l  and  c u r r e n t  d a t a  o n  t r a d e  
and c u r r e n t  a c c o u n t  b a l a n c e s .  F o r e c a s t s  of  t h e  m e r c h a n d i s e  a n d  c u r r e n t  
a c c o u n t  b a l a n c e s  t h r o u g h  1990  a r e  a l s o  i n c l u d e d .  

BACKGROUND AND ANALYSIS 

The T r a d e  D e f i c i t  i n  1987  

The U.S. m e r c h a n d i s e  t r a d e  d e f i c i t  f o r  1987 t o t a l l e d  $171.2 b i l l i o n ,  
s u r p a s s i n g  t h e  r e c o r d - b r e a k i n g  1986 d e f i c i t  by $15.0 b i l l i o n .  The 1987 
t r a d e  d e f i c i t  was 9 .6% h i g h e r  t h a n  t h a t  o f  1986.  U.S. e x p o r t s ,  buoyed  by 
t h e  f a l l i n g  d o l l a r ,  grew by 11.4% d u r i n g  1987 t o  $252.9 b i l l i o n .  The U.S. 
demand f o r  i m p o r t s ,  h o w e v e r ,  expanded  a t  a  s i m i l a r  r a t e  ( 1 0 . 7 % )  t o  $424.1 
b i l l i o n .  I m p o r t s  e x c e e d e d  e x p o r t s  by a p p r o x i m a t e l y  67% d u r i n g  1 9 8 7 .  
D u r i n g  t h e  f i n a l  2 months  o f  1 9 8 7 ,  i m p o r t s  were  s t i l l  50% h i g h e r  t h a n  
e x p o r t s .  

Month ly  T r a d e  P e r f o r m a n c e  

A l t h o u g h  t h e  r e c e n t  m o n t h l y  r e s u l t s  h a v e  b e e n  s i g n i f i c a n t l y  b e l o w  
O c t o b e r ' s  a l l - t i m e  h i g h  of  $17.6 b i l l i o n ,  t h e  t r a d e  d e f i c i t s  r e m a i n  
s t u b b o r n l y  h i g h .  F e b r u a r y ' s  $13.8  b i l l i o n  d e f i c i t  i s  c o n s i s t e n t  w i t h  t h e  
r e c o r d  a n n u a l  d e f i c i t s  of  t h e  p r e v i o u s  two y e a r s .  ( S e e  T a b l e  1 ) .  Based  
on a  3-month moving a v e r a g e ,  t h e  t r a d e  d e f i c i t  a p p e a r s  t o  h a v e  peaked  
d u r i n g  t h e  months  of  J u n e  t h r o u g h  Sep tember  1987 ,  and  seems t o  h a v e  
s t a b i l i z e d .  ( S e e  T a b l e  2 ) .  The t r a d e  d e f i c i t  f o r  t h e  f i r s t  2 months  of  
1988 was -$26 .3  b i l l i o n  -- a  f i g u r e  e q u a l  t o  t h a t  r e g i s t e r e d  d u r i n g  t h e  
same p e r i o d  of t h e  p r e v i o u s  y e a r .  

M e a s u r i n g  t h e  T r a d e  D e f i c i t :  Volume V s .  V a l u e  

I n  r e c e n t  m o n t h s ,  t h e  month ly  m e r c h a n d i s e  t r a d e  d e f i c i t  h a s  become 
o n e  o f  t h e  most  w i d e l y  wa tched  s t a t i s t i c s .  Numerous n e w s p a p e r  r e p o r t s ,  
f o r  e x a m p l e ,  h a v e  s u g g e s t e d  t h a t  t h e  t r a d e  d e f i c i t  f i g u r e  f o r  Augus t  
( w h i c h  was r e l e a s e d  on O c t o b e r  1 4 t h )  was i n s t r u m e n t a l  i n  t r i g g e r i n g  t h e  
O c t o b e r  1 9 t h  s t o c k  m a r k e t  c r a s h  and t h a t  t h e  m o n t h l y  f i g u r e s  c o n t r i b u t e  t o  
i n c r e a s e d  v o l a t i l i t y  i n  t h e  d o l l a r .  Some e x p e r t s  h a v e  d i s c o u n t e d  t h e  
i m p o r t a n c e  o f  t h e  m o n t h l y  t r a d e  d a t a ,  which  a r e  e x p r e s s e d  i n  c u r r e n t -  
d o l l a r ,  o r  n o m i n a l ,  t e r m s ,  and  have  a r g u e d  t h a t  t h e  t r a d e  b a l a n c e  s h o u l d  
be v iewed  i n  c o n s t a n t - d o l l a r ,  o r  volume,  t e r m s .  The volume-based d a t a  
i n d i c a t e d  a n  improvement  i n  t h e  t r a d e  d e f i c i t  l o n g  b e f o r e  t h e  n o m i n a l  
b a l a n c e  improved .  What i s  t h e  d i f f e r e n c e  between t h e s e  two f i g u r e s ?  I s  
o n e  f i g u r e  a  b e t t e r  i n d i c a t o r  of t r a d e  p e r f o r m a n c e  t h a n  t h e  o t h e r ?  
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The n o m i n a l  t r a d e  b a l a n c e  i s  a  r e c o r d  o f  Customs S e r v i c e  t r a n s a c t i o n s  
t h a t  o c c u r  d u r i n g  a  one-month p e r i o d .  I t  m e a s u r e s  t h e  v a l u e  of  t r a d e  
f l o w s  i n  c u r r e n t  d o l l a r  terms. T h u s ,  i t  i s  a  r e c o r d  o f  wha t  t h e  U n i t e d  
S t a t e s  p a y s  f o r  i m p o r t s  and  r e c e i v e s  f o r  e x p o r t s .  The m o n t h l y  m e r c h a n d i s e  
t r a d e  b a l a n c e  i s  i m p o r t a n t  b e c a u s e  i t  p r o v i d e s  a  m e a s u r e  o f  U . S ,  
t r a n s a c t i o n s  w i t h  t h e  r e s t  o f  t h e  w o r l d .  

To s u p p o r t  a  m e r c h a n d i s e  t r a d e  d e f i c i t ,  t h e  U n i t e d  S t a t e s  mus t  o b t a i n  
f o r e i g n  c u r r e n c y  t o  p u r c h a s e  t h e  goods  i t  w i s h e s  t o  buy t h a t  a re  i n  e x c e s s  
of t h e  g o o d s  i t  s e l l s  a b r o a d .  The m e r c h a n d i s e  t r a d e  b a l a n c e  h a s  a n  e f f e c t  
on t h e  v a l u e  of  t h e  d o l l a r  i n  f o r e i g n  e x c h a n g e  m a r k e t s .  A l l  o t h e r  t h i n g s  
b e i n g  e q u a l ,  a  t r a d e  d e f i c i t  w i l l  c a u s e  t h e  v a l u e  o f  t h e  d o l l a r  t o  
d e p r e c i a t e  b e c a u s e  t h e  s u p p l y  of d o l l a r s  f r o m  Amer icans  w a n t i n g  t o  buy 
f o r e i g n  c u r r e n c i e s  t o  p u r c h a s e  i m p o r t s  w i l l  e x c e e d  t h e  demand f o r  d o l l a r s  
by f o r e i g n e r s  e x c h a n g i n g  t h e i r  c u r r e n c y  t o  buy U.S. e x p o r t s .  A s  t h e  v a l u e  
of  t h e  d o l l a r  d e c l i n e s ,  however ,  i m p o r t s  become more e x p e n s i v e ,  a n d  -- i n  
t h e  s h o r t - r u n  -- t h e  t o t a l  s i z e  of  t h e  nomina l  t r a d e  d e f i c i t  t e n d s  t o  grow 
b e f o r e  i t  d i m i n i s h e s  o v e r  t h e  l o n g - r u n .  T h i s  i s  c a l l e d  t h e  J - c u r v e  e f f e c t .  

The volume o f  t r a d e  a t t e m p t s  t o  m e a s u r e  f l o w s  o f  g o o d s  w i t h o u t  t h e  
d i s t o r t i o n  c a u s e d  by p r i c e  c h a n g e s .  When t h e  p r i c e  of  s t ee l  r i s e s ,  f o r  
e x a m p l e ,  t h e  t o n s  o f  s t e e l  i m p o r t e d  migh t  f a l l  o r  r e m a i n  c o n s t a n t ,  b u t  t h e  
v a l u e  of  t h a t  s t ee l  c a n  s t i l l  i n c r e a s e .  O b v i o u s l y ,  o n e  c a n n o t  a d d  t o n s  o f  
s t e e l  t o  y a r d s  o f  c l o t h  t o  a r r i v e  a t  a  t r u e  volume f i g u r e ,  s o  t h e  
D e p a r t m e n t  o f  Commerce e s t i m a t e s  volume by d e f l a t i n g  t h e  n o m i n a l  f i g u r e s  
by a  p r i c e  i n d e x  b a s e d  on  p r i c e s  and  w e i g h t s  f o r  a  b a s e  y e a r  -- c u r r e n t l y  
1982 .  The volume s t a t i s t i c s  i n  T a b l e  4 ,  t h e r e f o r e ,  a r e  a n a l o g o u s  t o  
11 r e a l "  f i g u r e s  i n  n a t i o n a l  G N P  a c c o u n t s .  

Some h a v e  a r g u e d  t h a t  t h e  volume o f  t r a d e  i s  a  more a c c u r a t e  m e a s u r e  
of  t h e  e f f e c t  o f  t r a d e  on  t h e  n a t i o n a l  economy. T r a d e  vo lumes  a r e  n o t  
d i r e c t l y  c o m p a r a b l e  w i t h  m o n t h l y  m e r c h a n d i s e  t r a d e  b a l a n c e s .  The f o r m e r  
f i g u r e  i n d i c a t e s  t h e  q u a n t i t y  of  e x p o r t s ,  w h i l e  t h e  l a t t e r  f i g u r e  
i n d i c a t e s  t h e  c u r r e n t  v a l u e  of  t r a d e .  The d e p r e c i a t i o n  o f  t h e  d o l l a r  
s i n c e  1985 h a s  made U.S. goods  c h e a p e r  f o r  f o r e i g n e r s ,  who h a v e  r e s p o n d e d  
by i n c r e a s i n g  t h e i r  demand f o r  U.S. p r o d u c t s .  A r a p i d  i n c r e a s e  i n  t h e  
volume of e x p o r t s  i s  a  c l e a r  s i g n  t h a t  f o r e i g n e r s  a r e  b u y i n g  more  U.S.- 
made g o o d s ,  and  t h i s  c o n t r i b u t e s  t o  a  r i s e  i n  U.S. g r o s s  n a t i o n a l  p r o d u c t  
and  a l s o  t r a n s l a t e s  i n t o  i n c r e a s e d  j o b  o p p o r t u n i t i e s  i n  t h e  U n i t e d  S t a t e s .  

I n  1 9 8 7 ,  t h e  c o n s t a n t - d o l l a r  v a l u e ,  o r  p h y s i c a l  vo lume,  of  
m e r c h a n d i s e  e x p o r t s  i n c r e a s e d  by $29.7  b i l l i o n ,  o r  1 2 2 ,  w h i l e  t h e  p h y s i c a l  
volume of  i m p o r t s  i n c r e a s e d  by $20.9  b i l l i o n ,  o r  5%. The vo lume o f  
i m p o r t s  i s  i n c r e a s i n g  l e s s  r a p i d l y  t h a n  t h e  volume o f  e x p o r t s ,  b u t ,  
b e c a u s e  t o t a l  i m p o r t s  a r e  a p p r o x i m a t e l y  50% g r e a t e r  t h a n  t o t a l  e x p o r t s ,  i t  
may t a k e  a  number of  y e a r s  f o r  t h e  U n i t e d  S t a t e s  t o  a c h i e v e  a  s u r p l u s  i n  
t h e  t r a d e  b a l a n c e .  The U n i t e d  S t a t e s  T r a d e  R e p r e s e n t a t i v e ,  C l a y t o n  
Y e u t t e r ,  h a s  p r e d i c t e d  t h a t  t h e  U n i t e d  S t a t e s  w i l l  o n c e  a g a i n  be r e c o r d i n g  
t r a d e  s u r p l u s e s  by 1997.  

A t  p r e s e n t ,  t h e  Commerce D e p a r t m e n t ' s  month l  y t r a d e  f i g u r e s  p r o v i d e  
o n l y  t h e  n o m i n a l  v a l u e  o f  i m p o r t s  and  e x p o r t s .  The Comnerce D e p a r t m e n t  
r e c e n t  1 y  a n n o u n c e d  t h a t  m o n t h l  y  t r a d e  f i g u r e s  w i l l  b e  r e l e a s e d  
s i m u l t a n e o u s l y  i n  nomina l  and volume t e r m s  i n  l a t e  1988. 



Is  t h e  T rade  P i c t u r e  Improving? 

The Reagan A d m i n i s t r a t i o n  h a s  m a i n t a i n e d  f o r  a  number o f  months t h a t  
t h e  t r a d e  d e f i c i t  p i c t u r e  i s  improving i n  volume, i f  n o t  nominal ,  t e rms .  
When e x p r e s s e d  i n  c o n s t a n t - d o l l a r ,  o r  volume, t e rms ,  i t  a p p e a r s  t h a t  t h e  
t r a d e  d e f i c i t  ha s  improved. The nominal d e f i c i t  ( i . e . ,  t h e  "unad jus t ed"  
month ly  merchand i se  t r a d e  d e f i c i t )  r e p r e s e n t s  t h e  d i f f e r e n c e  ( i n  d o l l a r s )  
between what t h e  Uni ted  S t a t e s  e x p o r t s  and what i t  impor t s .  Measured i n  
nominal  terms, t h e  t r a d e  d e f i c i t  remains  v e r y  l a r g e .  On an a n n u a l  b a s i s ,  
F e b r u a r y ' s  t r a d e  d e f i c i t  amounts t o  $165 b i l l i o n .  A t  t h i s  l e v e l ,  t h e  
t r a d e  d e f i c i t  w i l l  c o n t i n u e  t o  r e q u i r e  a  c o n s i d e r a b l e  amount of f o r e i g n  
f i n a n c i n g .  

Some economis t s  b e l i e v e  t h a t  c u r r e n t  t r a d e  d e f i c i t  problems a r e  b e i n g  
e x a c e r b a t e d  by t h e  d e p r e c i a t i o n  of t h e  d o l l a r  a g a i n s t  t h e  yen and o t h e r  
c u r r e n c i e s .  Impor t  p r i c e s  a r e  r i s i n g  bu t  demand f o r  i m p o r t s  h a s  n o t  
f a l l e n  enough t o  o f f s e t  t h e  h i g h e r  p r i c e s .  O the r  economis t s  have  
conc luded  t h a t  t h e  t r a d e  d e f i c i t  w i l l  be e x t r e m e l y  d i f f i c u l t  t o  r e v e r s e  i n  
t h e  n e a r  term because  weak economic growth  i n  most o t h e r  c o u n t r i e s  w i l l  
ho ld  back  demand f o r  U.S. e x p o r t s ,  even i f  t h e  v a l u e  of  t h e  d o l l a r  r e m a i n s  
low. 

Dur ing  t h e  e a r l y  1980s ,  t h e  s t r o n g  U.S. d o l l a r  weakened t h e  U.S. 
c o m p e t i t i v e  p o s i t i o n  and f o r c e d  many f i r m s  t o  move p r o d u c t i o n  t o  o f f s h o r e  
f a c i l i t i e s ' .  T h i s  may have c o n t r i b u t e d  t o  a  s t r u c t u r a l  change i n  U.S. 
t r a d e  p a t t e r n s  t h a t  w i l l  be  d i f f i c u l t  t o  a l t e r .  

Monthly Trade  Ba lance  

The t r a d e  b a l a n c e  ( a l s o  c a l l e d  t h e  merchandise  t r a d e  b a l a n c e )  i s  
produced on a  month ly  and a  q u a r t e r l y  b a s i s .  The term r e f e r s  t o  e x p o r t s  
of goods minus impor t s  of  goods .  The monthly t r a d e  b a l a n c e  i s  t h e  most 
w ide ly  known and f r e q u e n t l y  used i n d i c a t o r  of U.S. i n t e r n a t i o n a l  economic 
a c t i v i t y .  The monthly t r a d e  b a l a n c e  i s  based on Customs d a t a  t h a t  i s  
p r o c e s s e d  by t h e  Bureau of  t h e  Census and i s  r e f e r r e d  t o  a s  t h e  
merchand i se  t r a d e  b a l a n c e  (Census b a s i s ) .  

Census -bas i s  d a t a  i s  r e p o r t e d  on a  c . i . f .  b a s i s  and on a  Customs 
b a s i s .  By law (P.L. 96-39),  t h e  Comnerce Department must r e l e a s e  c . i . f .  
d a t a  a t  l e a s t  two working days  p r i o r  t o  t h e  r e l e a s e  of  Customs d a t a .  The 
c . i . f .  d a t a  i n c l u d e  t h e  v a l u e  of i n s u r a n c e ,  f r e i g h t ,  and o t h e r  c h a r g e s  
i n c u r r e d  i n  b r i n g i n g  merchandise  t o  U.S. p o r t s - o f - e n t r y .  The second 
f i g u r e  i s  t h e  merchandise  t r a d e  ba l ance  on a  Customs, o r  f . a . s . ,  b a s i s ,  
and d o e s  no t  i n c l u d e  t h e s e  supplementary  c o s t s .  Because t h e  c . i . f .  
b a l a n c e  i s  r e p o r t e d  f i r s t ,  i t  i s  t h e  most w ide ly  r e p o r t e d  t r a d e  f i g u r e .  
Both f i g u r e s  a r e  mean ing fu l ,  however. The c . i . f  d a t a  r e f l e c t  c o s t  t o  
consumers of merchandise  i m p o r t s ,  wh i l e  t h e  f . a . 5 .  d a t a  a l l o w s  f o r  a  
d i r e c t  compar ison  of t h e  v a l u e  of e x p o r t s  and impor ts .  

I n  August 1987,  t h e  Commerce Department announced t h a t  i t  would 
i n c o r p o r a t e  Canadian t r a d e  d a t a  d i r e c t l y  i n t o  t h e  monthly merchand i se  
t r a d e  b a l a n c e .  P r e v i o u s l y ,  Canadian d a t a  on U.S. e x p o r t s  t o  Canada were 



u s e d  t o  p r o d u c e  a n  e n d - o f - y e a r  r e c o n c i l i a t i o n  t o  e l i m i n a t e  t h e  
u n d e r c o u n t i n g  of  U.S. e x p o r t s  t o  Canada.  The U.S. C e n s u s  B u r e a u  r e p o r t e d  
i n  August  1987 t h a t  t h e  U.S. t r a d e  d e f i c i t  i n  1 9 8 6  was $156  b i l l i o n  
i n s t e a d  of $166 b i l l i o n  -- a  d i f f e r e n c e  o f  $10 b i l l i o n  t h a t  r e s u l t e d  f rom 
t h e  u n d e r c o u n t i n g  o f  e x p o r t s  t o  Canada.  The u s e  of  C a n a d i a n  s t a t i s t i c s  
h a s  r e d u c e d  t h e  amount o f  r e v i s i o n  t h a t  t r a d e  s t a t i s t i c s  u n d e r g o  a n d ,  
c o n s e q u e n t l y ,  r e s u l t e d  i n  t h e  r e p o r t i n g  of  a  l o w e r  month- to-month d e f i c i t .  

T a b l e  1 p r e s e n t s  t h e  m o n t h l y  m e r c h a n d i s e  t r a d e  s t a t i s t i c s  f o r  1 9 8 6 ,  
1 9 8 7 ,  and  1988 .  T a b l e  2 p r e s e n t s  t h e  m o n t h l y  d a t a  i n  t h e  fo rm o f  a  t h r e e -  
month moving a v e r a g e ,  which  more a c c u r a t e l y  r e f l e c t s  t r e n d s  i n  t h e  t r a d e  
d a t a  t h a n  t h e  somewhat e r r a t i c  m o n t h l y  f i g u r e .  The m e r c h a n d i s e  t r a d e  
b a l a n c e s  f o r  1970  t o  1987 a r e  p r e s e n t e d  i n  T a b l e  3 .  T a b l e  4 p r o v i d e s  d a t a  
on e x p o r t  a n d  i m p o r t  vo lumes .  Volume d a t a  i s  p u b l i s h e d  q u a r t e r l y  by  t h e  
D e p a r t m e n t  o f  Commerce i n  t h e  G r o s s  N a t i o n a l  P r o d u c t  t a b l e s .  

Q u a r t e r l y  T r a d e  B a l a n c e s  

The B u r e a u  of Economic A n a l y s i s  (BEA)  o f  t h e  U.S. Commerce D e p a r t m e n t  
r e l e a s e s  t h e  q u a r t e r l y  m e r c h a n d i s e  t r a d e  b a l a n c e  ( b a l a n c e - o f - p a y m e n t s ,  o r  
BOP, b a s i s )  a b o u t  32  d a y s  a f t e r  t h e  end  of t h e  q u a r t e r .  The q u a r t e r l y  
t r a d e  b a l a n c e  i s  b a s e d  on  a d j u s t e d  Census  d a t a  and  more a c c u r a t e l y  
r e f l e c t s  t h e  f l o w  o f  i n t e r n a t i o n a l  payments  c o n n e c t e d  w i t h  m e r c h a n d i s e  
t r a d e  t h a n  t h e  m o n t h l y  m e r c h a n d i s e  t r a d e  b a l a n c e  ( C e n s u s  b a s i s ) .  F o r  t h e  
q u a r t e r l y  m e r c h a n d i s e  t r a d e  b a l a n c e  (BOP b a s i s ) ,  see T a b l e  5 .  

The Current Account  Balance 

The c u r r e n t  a c c o u n t  b a l a n c e  i n c l u d e s  e x p o r t s  of  g o o d s  and s e r v i c e s  
p l u s  i n w a r d  u n i l a t e r a l  t r a n s f e r s  minus  i m p o r t s  o f  goods  a& s e r v i c e s  a n d  
o u t w a r d  u n i L a t e r a l  t r a n s f e r s .  S e r v i c e s  i n c l u d e  t r a v e l ,  t r a n s p o r t a t i o n ,  
f e e s  a n d  r o y a l t i e s ,  i n s u r a n c e  payments ,  and  o t h e r  Government a n d  p r i v a t e  
s e r v i c e s  and  i n v e s t m e n t  income.  U n i l a t e r a l  t r a n s f e r s  a r e  i n t e r n a t i o n a l  
t r a n s f e r s  o f  f u n d s  f o r  which  t h e r e  i s  no q u i d  p r o  quo .  Examples  of  
u n i l a t e r a l  t r a n s f e r s  i n c l u d e  p r i v a t e  g i f t s ,  p e n s i o n  p a y m e n t s ,  a n d  
Government g r a n t s .  U n i l a t e r a l  t r a n s f e r s  a c c o u n t  f o r  o n l y  a small p o r t i o n  
o f  c u r r e n t  a c c o u n t  t r a n s a c t i o n s  i n  t h e  U n i t e d  S t a t e s .  

A l t h o u g h  t h e  m e r c h a n d i s e  t r a d e  b a l a n c e  h a s  been  i n  d e f i c i t  s i n c e  
1 9 7 6 ,  i t s  r a p i d  d e t e r i o r a t i o n  a f t e r  1982 h a s  been a  t o p i c  o f  s i g n i f i c a n t  
c o n c e r n  a n d  d e b a t e .  The s e r v i c e s  s u r p l u s ,  which  i n  t h e  p a s t  o f f s e t  t h e  
m e r c h a n d i s e  t r a d e  b a l a n c e ,  began  t o  d e c l i n e  i n  1982.  The o v e r a l l  r e s u l t  
i s  t h a t  t h e  c u r r e n t  a c c o u n t  d e f i c i t  i s  n e a r l y  a s  l a r g e  a s  t h e  m e r c h a n d i s e  
t r a d e  d e f i c i t .  T a b l e  6 p r o v i d e s  a  c o m p r e h e n s i v e  summary of m e r c h a n d i s e  
and  s e r v i c e  b a l a n c e s ,  u n i l a t e r a l  t r a n s f e r s ,  and c u r r e n t  a c c o u n t  b a l a n c e s  
b e t w e e n  1970 and 1986 .  



F o r e c a s t s  

Most f o r e c a s t s  i n d i c a t e  t h a t  t h e  m e r c h a n d i s e  t r a d e  d e f i c i t  w i l l  
n a r r o w  d u r i n g  1988.  T a b l e  7  i n c l u d e s  p u b l i s h e d  f o r e c a s t s  by Data 
R e s o u r c e s ,  I n c .  ( D R I ) ,  Wharton E c o n o m e t r i c  F o r e c a s t i n g  A s s o c i a t e s ,  Morgan 
G u a r a n t y  T r u s t  Company of  New York, and  t h e  O r g a n i  s a t i o n  f o r  C o - o p e r a t i o n  
a n d  Economic Development  (OECD). The d a t a  i n  T a b l e  7  i s  p r e s e n t e d  o n  a  
n a t i o n a l  income a n d  p r o d u c t  a c c o u n t  ( N I P A )  b a s i s ,  a n d  on a  c . i . f .  b a s i s .  
The NIPA s t a t i s t i c s  a r e  p r o d u c e d  by t h e  Depar tment  o f  C o n e r c e ' s  B u r e a u  of  
Economic A n a l y s i s  a n d  t r e a t  t h e  t r a d e  b a l a n c e  on a b a l a n c e - o f - p a y m e n t s  
( B O P )  b a s i s .  
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CRS R e p o r t  85-26 E  

----- U n i t e d  S t a t e s  m e r c h a n d i s e  t r a d e  and  t r a d e  b a l a n c e s  w i t h  J a p a n ,  1960- 
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----- U n i t e d  S t a t e s  m e r c h a n d i s e  t r a d e  and t r a d e  b a l a n c e s  w i t h  W. Germany, 

1960-1987,  by D a r i o  Scuka .  [ W a s h i n g t o n ]  Feb. 8 ,  1988.  2 p.  
CRS R e p o r t  88-117 E  



TABLE 1 .  E x p o r t s ,  G e n e r a l  I m p o r t s ,  a n d  M e r c h a n d i s e  
T r a d e  B a l a n c e ,  January 1986-February  1 9 8 8  a/ 

( $  m i l l i o n s )  

Genera  1 
Month E x p o r t s  b /  I m p o r t s  c /  T r a d e B a l a n c e  d l  

f  . a . s .  c . i . f .  c . i . f  c u s t o m s  
va 1 u e  v a l  ue i m p o r t s  i m p o r t  s 

J a n .  -Dec . 
J a n u a r y  
F e b r u a r y  
March 
A p r i  1 
Ma Y 
J u n e  
J u  1 y  
Augus t  
S e p t e m b e r  
O c t o b e r  
November 
December 

J a n .  -Dec . 
J a n u a r y  
F e b r u a r y  
March 
A p r i  1 
May 
J u n e  
J u l y  
August  
S e p t e m b e r  
O c t o b e r  
November 
December 

J a n .  -Feb. 45 ,889 .0  7 2 , 1 5 4 . 3  -26 ,265 .3  -23 ,146 .4  
J a n u a r y  22 ,329 .7  3 7 , 3 8 7 . 4  -12,437.2  -10 ,888 .0  
F e b r u a r y  2 3 , 5 5 9 . 3  3 7 , 3 8 7 . 4  -13 ,828 .1  -12 ,258 .4  

51 M e r c h a n d i s e  T r a d e  B a l a n c e  (Census  B a s i s ) .  
b /  E x p o r t s  a r e  v a l u e d  o n  t h e  f . a . s .  b a s i s .  The f . a . s .  method r e f e r s  t o  - 

t h e  t r a n s a c t i o n  v a l u e  a t  t h e  p o r t  o f  e x p o r t a t i o n  and  g e n e r a l l y  
i n c l u d e s  i n l a n d  f r e i g h t ,  i n s u r a n c e ,  and o t h e r  c h a r g e s  i n c u r r e d  i n  
p l a c i n g  t h e  g o o d s  a l o n g s i d e  t h e  c a r r i e r  a t  t h e  p o r t  o f  e x p o r t a t i o n .  



c/ I m p o r t s  a r e  r e p o r t e d  on two bases :  t h e  Customs b a s i s  ( i m p o r t s  v a l u e d  
f o r  p u r p o s e s  of Customs a d m i n i s t r a t i o n )  and t h e  c . i . f .  b a s i s  ( i m p o r t s  
a t  Customs v a l u e  p l u s  t h e  c o s t s  of f r e i g h t ,  i n s u r a n c e ,  and o t h e r  
c h a r g e s ) .  Monthly c . i . f .  impor t  d a t a  i s  p r e s e n t e d  i n  t h e  t a b l e ;  
month ly  customs b a s i s  impor t s  a r e  n o t  i n c l u d e d  b u t  may be c a l c u l a t e d  
by s u b t r a c t i n g  f . a . s .  e x p o r t s  from t h e  t r a d e  b a l a n c e  ( cus toms  b a s i s ) .  

d_/ The t r a d e  b a l a n c e  i s  shown on t h e  c . i . f .  b a s i s  and on t h e  Customs 
b a s i s .  C . i . f .  b a s i s  i s  a lways  h i g h e r  t h a n  Customs because  of t h e  
a d d i t i o n a l  c o s t s  t h a t  must be added t o  t h e  Customs v a l u e .  

d F i g u r e s  f o r  1986 a r e  r e v i s e d  s t a t i s t i c a l  month d a t a ;  a c t u a l  month 
d a t a  a r e  s chedu led  t o  be  p u b l i s h e d  d u r i n g  t h e  t h i r d  q u a r t e r  o f  1987.  

f /  E f f e c t i v e  w i t h  t h e  J u n e  1987 i s s u e  of Report  FT-900, t h e  J a n u a r y  t o  - 
December ( c a l e n d a r  y e a r )  t o t a l  e x p o r t s  and t h e  t r a d e  b a l a n c e  r e f l e c t  
a d j u s t m e n t s  f o r  undocumented e x p o r t s  t o  Canada. Data f o r  i n d i v i d u a l  
months p r i o r  t o  J anua ry  1987 do n o t  r e f l e c t  s i m i l a r  a d j u s t m e n t s  and 
a r e  t h e r e f o r e  n o t  d i r e c t l y  comparable t o  t h e  month ly  f i g u r e s  f o r  
1987.  

Source :  Bureau of t h e  Census. Summary o f  U.S. Expor t  and Impor t  
M e r c h a n d i s e  Trade  (FT-900), v a r i o u s  i s s u e s ;  J o u r n a l  of 
Commerce. Feb. 16 ,  1988. 



TABLE 2 .  U.S. M e r c h a n d i s e  T r a d e  B a l a n c e :  Three-Month Moving Average 
( $  b i l l i o n s )  

J a n u a r y  
F e b r u a r y  
March 
Apr i 1 
May 
J u n e  
J u l y  
A u g u s t  
S e p t e m b e r  
O c t o b e r  
November 
December 

C a l c u l a t i o n s  by CRS f r o m  T a b l e  1  above .  Monthly  b a l a n c e s  i n  t h i s  
t a b l e  e l i m i n a t e  t h e  p e a k s  and  v a l l e y s  t y p i c a l  of  t h e  u n a d j u s t e d  m o n t h l y  
d a t a .  The moving a v e r a g e  i n d i c a t e s  t r e n d s  r a t h e r  t h a n  a c t u a l  v a l u e s .  The 
t h r e e - m o n t h  moving a v e r a g e  i s  a n  a v e r a g e  c o m p r i s i n g  t h e  month i d e n t i f i e d  
i n  t h e  t a b l e ,  t h e  p r e v i o u s  month ,  and t h e  f o l l o w i n g  month. T h u s ,  d a t a  f o r  
November 1987  i n c l u d e  t h e  a v e r a g e  t r a d e  b a l a n c e s  f o r  O c t o b e r ,  November,  
a n d  December.  December 1987 d a t a  c a n n o t  be c a l c u l a t e d  u n t i l  t h e  J a n u a r y  
1988  f i g u r e  h a s  been r e l e a s e d .  D a t a  f o r  December 1986 and  J a n u a r y  1987 
c a n n o t  b e  c a l c u l a t e d  b e c a u s e  o f  a  change  i n  t h e  method f o r  d e t e r m i n i n g  
month1 y  b a l a n c e s .  



TABLE 3. U.S. E x p o r t s ,  I m p o r t s ,  a n d  M e r c h a n d i s e  Trade B a l a n c e ,  
1970-1987 ( c . i . f .  b a s i s )  

( $  m i l l i o n s )  

Year E x p o r t s  I m p o r t s  T r a d e  B a l a n c e  
f . a . s .  v a l u e  c . i . f .  v a l u e  c . i . f .  b a s i s  

S o u r c e :  B u r e a u  o f  t h e  Census .  Advance R e p o r t  on  U.S. M e r c h a n d i s e  
T r a d e :  December 1987.  R e p o r t  FTgOOADV, Feb.  1 2 ,  1988 ;  B u r e a u  o f  t h e  
C e n s u s .  Advance R e p o r t  on U.S. M e r c h a n d i s e  T r a d e :  J u n e  1987 S t a t i s t i c a l  
Month. R e p o r t  FTgOOADV, Aug. 1 4 ,  1987.  



TABLE 4. Q u a r t e r l y  Merchandise  Trade  Data i n  Volume Terms, 1982-87 

Expor t s  Impor t s  Net E x p o r t s  
b i l l i o n s  p e r c e n t a g e  b i l l i o n s  p e r c e n t a g e  b i l l i o n s  of  
o f  1982 change* of 1982 change* 1982 d o l l a r s *  

Year do1 Lars"* d o l l a r s *  

* F i g u r e s  e x p r e s s e d  a t  an annual  r a t e .  
""Percentage  change o v e r  p rev ious  p e r i o d .  

Source :  Department a £  Commerce. Economic B u l l e t i n  Board. N a t i o n a l  
Income and Product  Accounts .  REAL.GNP. Real Spending and P r o d u c t i o n  
Flows. T a b l e  17.  Merchandise Trade D e t a i l  ( B i l l i o n s  of  1982 d o l l a r s )  
( 4 . 4 ) .  Februa ry  1 ,  1988. 



TABLE 5 .  Quarterly U.S. Merchandise Trade (~alance-of-Payments  asi is) 
S e a s o n a l l y  A d j u s t e d  ( $  m i l l i o n s )  

C a l e n d a r  
Q u a r t e r  

E x p o r t s  Imports  B a l a n c e  

S o u r c e :  U.S.  Department o f  Cormerce.  Bureau o f  Economic A n a l y s i s .  
S u r v e y  o f  Current  B u s i n e s s ,  v a r i o u s  i s s u e s .  



TABLE 6. Ba lances  on U.S. Trade ,  S e r v i c e s ,  U n i l a t e r a l  
T r a n s f e r s  and C u r r e n t  Account 

( $  b i l l i o n s )  

Merchandise Net C u r r e n t  
Ca lenda r  t r a d e  S e r v i c e s  u n i l a t e r a l  a c c o u n t  

y e a r  b a l a n c e  a/ b a l a n c e  LL/ t r a n s f e r s  c_/ b a l a n c e  d_/ 

a_/ On a  balance-of-payments  b a s i s .  
b /  I n c l u d e s  t r a v e l ,  t r a n s p o r t a t i o n ,  f e e s  and r o y a l t i e s ,  i n s u r a n c e  - 

payments ,  o t h e r  government and p r i v a t e  s e r v i c e s ,  and inves tmen t  
income. 

c /  I n t e r n a t i o n a l  t r a n s f e r s  of funds ,  such a s  p r i v a t e  g i f t s ,  p e n s i o n  - 
payments and government g r a n t s  f o r  which t h e r e  i s  no qu id  p ro  quo. 

d! The t r a d e  b a l a n c e  p l u s  t h e  s e r v i c e  b a l a n c e  p l u s  n e t  u n i l a t e r a l  
t r a n s f e r s ,  a l t h o u g h  c o n c e p t u a l l y  equa l  t o  t h e  c u r r e n t  a c c o u n t  
b a l a n c e ,  may d i f f e r  s l i g h t l y  a s  a  r e s u l t  of rounding  e r r o r s .  

Source :  U.S. Depart,ment of Commerce. Survey of C u r r e n t  B u s i n e s s ,  
v a r i o u s  i s s u e s .  
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TABLE 7. Merchandise  Trade ,  1985-1990: 
F o r e c a s t s  

( $  b i l l i o n s )  

ACTUAL FORECAST 
1985 1986 1987 198 7 1988 1989 1990 

Merchandise  T rade  

E x p o r t s  NIPA b a s i s  1_/ 

219.6 220.2 n . a .  

Impor t s  NIPA b a s i s  

341.7 368.4 n . a .  

T rade  Ba lance  NIPA b a s i s  

-122.1 -148.2 n.a .  

T rade  Ba lance  CIF b a s i s  11 

-133.6 -156.2 -171.2 

C u r r e n t  Account 

-116.4 -141.4 n.a. 

DR I 407.8 
WEFA 402.0 
OECD 407 

DR I -151.8 
WEFA -167.1 
OECD -156 

( D R I  -165.1 
\WEFA -156.1 
IOECD -156 
I Mc -167 
(IMF - 7 /  -152.1 

11  NIPA: N a t i o n a l  Income and Product  Accounts .  
2/ - CIF: C o s t ,  i n s u r a n c e ,  f r e i g h t .  
21 DRI: Data Resources ,  I n c .  
4_/ WEFA: WEFA Group. 
52/ OECD: O r g a n i s a t i o n  f o r  Economic Co-operat ion  and Development. 
6_/ MG: Morgan Guaranty  T r u s t  Company of New York. 
71 - IMF: I n t e r n a t i o n a l  Monetary Fund. 

S o u r c e s :  U.S. Department of Commerce. Bureau of Economic A n a l y s i s .  
Survey  o f  C u r r e n t  Bus ines s .  v a r i o u s  i s s u e s  ; Data Resources ,  I n c .  Review 
of t h e  U.S. Economy. J a n u a r y  1988; Data Resources ,  I nc .  U.S. F o r e c a s t  
Summary. Februa ry  1988; WEFA Group ( f o r m e r l y  Wharton Economet r i c s ) ,  U.S. 
Economic Ou t look ,  1988-90. February  1988; O r g a n i s a t i o n  f o r  Economic 
Co-opera t i  on and Development and Development . OECD Economic Out l ook .  
December 1987;  Morgan Guaranty  T r u s t  Company of New York. World F i n a n c i a l  
Marke ts .  ~ e p t e m b e r / O c t o b e r  1987;  I n t e r n a t i o n a l  Monetary Fund. World 
Economic Ou t look .  Oc tobe r  1987. 


