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GDP of the U.S. and trading partners

Figure 1. Real GDP
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Inflation

Figure 2. Consumer price index
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The role of the exchange rate

Figure 3. Real Effective Exchange Rates
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The resulting imbalances

Figure 4. Currentaccount balance
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The drivers of U.S. growth

Figure 5. U.S. GDP components

150

2019=100 GDP SREEEEE Consumption

— i -
140 ——-- Investment —-—-- Gov.consumption----~

Exports Imports __--~

130

120

110

100

90

80

Source: BEA
70 I I I | I I I | I I I | I I I | I I I | I I I |

| N 1 VAt | (/|| V(Y Y| N 1 A VAN N | B (I A VA
2019 2020 2021 2022 2023 2024 2025

Levy Institute & Economic Democracy Initiative
Workshop in Economic Policy and Public Finance

—_—

AR
THE LEVY
ECONOMICS

INSTITUTE




Software is the major type of investment

Figure 6 Fixed investment
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Government deficit — private sector surplus

Figure 7 Financial balances
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Private demand no longer based on debt?

Figure 8 Private debt
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The Paradox of the Tariff Rates Proposed by
USTR
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Imports and Tariffs bv Selected Partners
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U.S. Goods Imports and Tariffs
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Foreign Content of Exports by Selected
Partners
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Foreign Content of Exports by Selected Partners

Foreign Content of Exports (Percent) Total Exports (% of GDP)
1989-2016  2017-2021  Post-2021 19809-2016  2017-2021  Post-2021
Food 3.3 3.7 3.9 Food 0.4 0.5 0.5
Beverages 4.6 17.0 9.7 Beverages 0.0 0.0 0.0
Crude Mat. 1.6 1.5 1.6 Crude Mat. 0.3 0.4 0.4
Fuels 1.2 1.1 1.9 Fuels 0.3 0.9 1.2
Oils 2.6 9.0 14.8 Oils 0.0 0.0 0.0
Chemicals 2.9 6.7 9.8 Chemicals 0.8 1.1 1.1
Manuf. Mat. 11.9 23.8 24.1 Manuf. Mat. 0.6 0.6 0.6
Mach./Transp. 12.7 23.4 25.3 Mach./Transp. 2.9 3.0 2.6
Misc. Manuf. 13.2 26.1 28.9 Misc. Manuf. 0.7 0.8 0.7
Other SITC 3.9 4.3 9.5 Other SITC 0.3 0.3 0.4
China 4.6 10.4 13.3 China 0.3 0.6 0.6
Mexico 11.4 23.3 22.5 Mexico 0.8 1.2 1.2
Canada 12.3 17.6 17.6 Canada 1.3 1.4 1.2
RTT 8.2 13.6 13.9 EU 1.3 1.5 TR
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Conclusions

1. Tariffs have nothing to do with the U.S. current account imbalance

2. Trump policies will contribute to increasing the gap between top income
earners and the bottom 90%
® The recent tax bill

® Higher public debt coupled with higher interest rates will increase income

transferred to creditors
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