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Case: US and Mexico

Exchange rate
(pesos per
U.S. dollar)

12
Nominal exchange rate

Real exchange rate
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Case: US and Mexico
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Balance of Payment

(FA)
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AMAHA Current account (CA)
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Current account

CA = NX + NT + NI
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CA of US, 2004

The U.S. Balance of Payments on Current Account, 2004

Payments from - Payments to -
foreigners (billions foreigners (billions
of dollars) of dollars)
Goods and services Exports of goods Imports of goods
and services: $1,151 and services: $1,769
Factor income Income receipts: 379 Income payments: 349
Transfers * *
Total (balance = *

of payments on
current account)

Balance (billions
of dollars)

-$618

30
-31
—668

*The U.S. government provides only an estimate of net transfers, without the amounts
going in and out,

Note: Numbers do not add due to rounding.
Source: Bureau of Economic Analysis.
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FA of US, 2004

The U.S. Balance of Payments on Financial Account, 2004

Sales of assets to Purchases of assets
foreigners (billions from foreigners
of dollars) (billions of dollars)
Official sales and $395 —$4
purchases
Private sales and 1,045 860
purchases
Total (balance 1,440 856

of payments on
financial account)

Balance (billions
of dollars)
$399
185

h84

Source: Bureau of Economic Analysis.
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e CA+FA=0

e CA: Current Account
o Giz{{of 2SI (HE HIAY

e FA: Financial Account
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Why CA+FA # 07?
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Why CA+FA # 07?

The U.S. Balance of Payments on Current Account, 2004

Payments from Payments to
foreigners (billions foreigners (billions Balance (billions
of dollars) of dollars) of dollars)
Goods and services Exports of goods Imports of goods -$618
and services: $1,151 and services: $1,769
Factor income Income receipts: 379 Income payments: 349 30
Transfers * * -81
Total (balance g : —668

of payments on
current account)

*The U.S. government provides only an estimate of net transfers, without the amounts
going in and out.

Note: Numbers do not add due to rounding.
Source: Bureau of Economic Analysis.
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Why CA+FA # 07?

The U.S. Balance of Payments on Current Account, 2004

Payments from Payments to
foreigners (billions foreigners (billions Balance (billions
of dollars) of dollars) of dollars)
Goods and services Exports of goods Imports of goods -$618
and services: $1,151 and services: $1,7(9
Factor income Income receipts: 379 Income payments: 349 30
Transfers * * -81

Total (balance X :

of payments on
current account)

*The U.S. government provides only an estimate of net transfers, without the amounts
going in and out.

Note: Numbers do not add due to rounding.
Source: Bureau of Economic Analysis.
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Why CA+FA # 07?

foreigners
of dollars)

Payments from

Goods and services Exports of goods
and services: $1,151

Factor income Income receipts: 379

The U.S. Balance of Payments on Current Account, 2004

Payments to

(billions foreigners (billions
of dollars)

Imports of goods
and services: $1,7(9

Income payments: 349

The U.S. Balance of Payments on Financial Account, 2004

Sales of assets to
foreigners (billions

of dollars)
Official sales and $395
purchases
Private sales and 1,045
purchases
Total (balance 1,440

of payments on
financial account)

Purchases of assets
from foreigners
(billions of dollars)

~$4

860

856

Balance (billions
of dollars)
$399
185

H84

Balance (billions
of dollars)

-$618

30
—381

Source: Bureau of Economic Analysis.
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Why CA+FA # 07?

foreigners
of dollars)

Payments from

Goods and services Exports of goods
and services: $1,151

Factor income Income receipts: 379

The U.S. Balance of Payments on Current Account, 2004

Payments to

(billions foreigners (billions
of dollars)

Imports of goods
and services: $1,7(9

Income payments: 349

The U.S. Balance of Payments on Financial Account, 2004

Sales of assets to
foreigners (billions

of dollars)
Official sales and $395
purchases
Private sales and 1,045
purchases
Total (balance 1,440

of payments on
financial account)

Purchases of assets
from foreigners
(billions of dollars)

~$4

860

856

Balance (billions
of dollars)
$399
185

584

Balance (billions
of dollars)

-$618

30
—381

Source: Bureau of Economic Analysis.
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Why CA+FA # 07?

The U.S. Balance of Payments on Current Account, 2004

Payments from Payments to
foreigners (billions foreigners (billions Balance (billions
of dollars) of dollars) of dollars)

Goods and services Exports of goods Imports of goods -$618

-668+584=-84: &H| 22}

The U.S. Balance of Payments on Financial Account, 2004

Sales of assets to Purchases of assets
foreigners (billions from foreigners Balance (billions
of dollars) (billions of dollars) of dollars)
Official sales and $395 —5$4 $399
purchases
Private sales and 1,045 860 185
purchases
Total (balance 1,440 856 584

of payments on
financial account)

Source: Bureau of Economic Analysis.
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34 2014 23|42

~ The U.S. Balance of Payments, 2014, in B

Imports 2851
Trade balance (deficit = —)(1) — 508
Income received 823

Income paid 585
Net income (2) 238
Net transfers received (3) -119
Current account balance (deficit = —)(1) + (2) + (3) — 389

Capital Account
Increase in foreign holdings of U.S. assets (4) (*) 1031
Increase in U.S. holdings of foreign assets (5) 792

Capital account balance (7) = (4) — (5) 239

Statistical discrepancy
(= capital account balance — current account balance)

150

*including an increase in foreign holdings of U.S. assets of $54 billion from net transactions in financial derivatives

Source: US Bureau of Economic Analysis, September 17, 2015.
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GDP, GNP

e GNP := GDP + NI
o NI 20| £23Q445
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(Uncovered) interest
parlty relation
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Figure 18-7

The Real Exchange Rate
and the Ratio of the Trade
Deficit to GDP: United
States, 1980-1990

The large real appreciation
and subsequent real depreci-
ation from 1980 to 1990 were
mirrored, with a lag, by an
increase and then a decrease
in the trade deficit.

Source: Series GDPDEF,
GBRGDPDEFQISMEI and EXUSUK
from Federal Reserve Economic
Data (FRED).
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