Chart 6-1 Net Capital Flows to Developing Countries
Foreign direct invesiment is the largest source of nel capital flows to developing

countries,
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Chart 6-2 Perceived Risk and the Spread on Emerging Market Bonds
The risk premium on emerging market bonds shot up betwaen March and September
1998. Spreads subsequently declined, then rose again following Brazil's devaluation.
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TABLE 6-2.— Five Asian Economies: External Financing
[Billizns of dallars]
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Chart 6-3  Real Value of the Dollar and the Trade Deficit

The trade deficit is a macroeconamic phenamenaon: increases typically follow an
appraciation of the dollar.
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Chart 6-5 Terms of Trade
Import prices have fallen more than export prices since the onset of the Asian
crisis, leading to an improvemeant in the terms of trade.
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Chart 6-6 Current Account Balance ) )
The current account balance has been positive andfor increasing during recessions
and has decreased during periods of economic expansion,
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Chart 6-7  Economic Growth and Trade Balances of G-7 Countries, 1992-97
Across the major industrial countries, positive trade balances have been associated
with weak economic performance.
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Chart 6-8 Employment Growth and Trade Balances of G-7 Countries, 1992-97

Across the major industrial countries, positive trade balances have also been
associated with weak employment performance, and vice varsa.
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Chart 6-2 Saving, Investment, and the Current Account Balance
The current account deficil graw in the mid-1980s as saving fell faster than
invastment, In the 19905, howsver, both investment and saving are increasing,
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Chart 6-10 Current Account Deficit and Net International Investment Position
As the United States slaned o run large current account deficits in the early 19805,
the net international investment position declined.
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Chart 6-11 Foreign Direct Investment Flows

The 19805 saw a surge in forsign direct investment into the United Stales. In the
1990s, however, direct investment outflows have again surpassed inflows.
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