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. Introduction
A Itl?erng easu[e {0 have an ? ap?rtum%en %ﬁeak to renrese[ttatwes of Atlantas

IN 10Na cotnmunlo% Ime € INternational €conomic Sttuation
0CCUPIES MOre ot our CONSCIOUSNESS on a da 1y DasIs.

B. To overV|e of the current |ntr tloa iC Sit
e L IR R S

W%&QWHI a¥fec€% al?otco clusion dISCUSS SOMe 0 the In erna naI 1S ue%

II. Economic Conditions and Prospects in the United States

A In the year ahead, .l look for. a. cantinuation of last year's performance as
measure}/de% ﬂte Major economic |ndQ cators. years p

1. GNP again 2 1/2 percent
> TR A At s ATl TR
3 Inflﬁttmn wﬂtgltnse n |mPort gnces occasmnedb glllarj {t&cllne anq

without hene ol price réductions may rea ercen
compare ?owst% r%ent on an annual avgragecbasn ast yearp

B xpectations of m dera rowth are hased lar internati naI
ﬁ?te T T e Sl bty o L GRIRAR,

{dont think co sumption wil Re weak, .but nelt[her do | expect it to be
e SHmUILS to 1 e economy It nas heen'in recent years.

. Debma}/lvt} wh but.so are assets the co ts%n]n(erhhas n5|n net

wort om-gains In the stock marke ome values In

most markets

b. But 8ur vertz OIW savings rate makes further increases in consumer
spending unfikely.

2 Investment can't be expected to lead growth either.
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%\éentones and set the stage for re ume pro ction growt h|s
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I, business, investment, particularly in structur offices
b glton With mult |??m| resldg Ela(i con ruct|on ISHO%%| ('ﬁ)yexcesé
suppties and new tax provisions.

ov (mm Edef Cits are. onado nward slope, thankfully, but this means
ess |sca imu us han Inthe pas

4. This leaves us net exports as the nI te tial en ne for.arowth. It 1S
an uncertain source f(op grow % |¥eqb eligve Wi mateng[lze

C. Since. we, pin much .of our forecast for rg[ vgth on |[1ternat|onal trade, let's
examine the prospects for America’s major'trading partners

III. - Conditions and prospects for other major industrialized nations.

A Canap hich sends 4/5 of its exports to the United States, is particularly
Sensitive 1 our economy.

L Cxanadnne dg”aroﬂjsF n?nwari} *ng aﬂ%lrnlsct urs 1k| &%n%d an %oo%sdgnqtz
0 Pesr%a\ ing pro cUonﬁ Sentiment erhaps ree}
continue gmoh IH1 eir eonomg ﬁress n re en e Galks
encourages me that the Issues hetween us car be resolve reasonanly.

: @SS“E”;”QWR.&W%%%&O”.H“%?S g pSoent PRYERa? RAHR
a Unemployment should hold at under 10 percent.

- QU A e bl e o el
expec e(\iV geheq Eeep their inflation Moderate. ’

B. Thelnace of West German gr gsnwth a (ecent ?percent In 1986, seems to be
wea ening, and a minor recession s even possible

. Th is the rapid appreciation of the Deutschemark against most
L {lle cause & e rap Ena&’P eclation of the Leutschemark ag

2. Germany, heavily dependent on exports, is hurt by rise in DM,
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5, The tax- cut |med t stimulatin domeﬁtl
rem nu ot iy nng‘%e state elec ossc
nemncu

ﬁ ?onsumPtlon will likel
[non have far- reac Ing e? g
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C. Japan posrtron simjlar to Germany's—ising value of, the yen contributjn
FLP rsiaoy[%re%vtv i grlcergunéﬂny years™ pace of 8 percenr ngher

g averse conse uen eso e on n Urts e artic
1 L h hurts th cular
com eting a ar e oher ns who ave had 0

mrn nc alls, u a an.c ns compeebecauseo ItS edger
quality logy, an prociuctivi

. rnu?ehnerertr'n% Sn%%“%(Y 0 Er(r)rrgg 'H§g| r\r/rvelghotrh e*?atrornprrlaﬁrer t?rahersrﬁ? f

3 rnfé)rrleesese fconttrnued rogvth fOJ jﬁgan because here wrllj?rllrg\elsfl%reg

mrno[ OVﬁS h?irlrr B?OMSC [n% i Leg'rrly Wever
growth 1tselt will not be a Tocomot epu rngaong owth,
. ernvahce TR B A AR R

g)bﬁansrfocneanr%sca]

2 U A Ot o oy v il

3. Unemployment remains over 11 percent and will probably not improve.

4, lc%ﬂritrlr?rre]é atts aprPeusre(rjr t4s? ger?ent last year, should be reduced if the pound

E. Growth.in Frag f has been and should continue to be positive but slow, on the
er of arouna Z percen

1 This has. not been nou h to kee trﬁune yment r te mcontrn rn
ItS_Steady rise. onr near erc dlaon [eSEe re re
Eoon esgfecra Tn ranc’s rrse ﬁw

llar an n}a XSPOH

Uropean currencies leads me to expec onymo erate grow
b e o e et e 6 B
de Iast years d%n] cling or DIICES. J

. A T T A G L

A Brazil Wrarcpamas held up as a beacon of hope in last year's darkening picture,

noupged budget represents prudent rather than

1S NOW in
L e A R S ecks
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was able to return to rapid real growth.
: lévWerevrmJH%“eJ e A e

3. But hllqher impor snar[ \?/ed Brazil's trade surPIus hICI] in turn for
Eram gra N ownle Rr%lq BXC ange a ves'sharply, un |I mos o
oreign Interest payments e suspende

o R S gl v
C. Wl other major debtors follow this pattern of default?

1. Ithink not. \We have not as yet seen any evidence that they will.

b T LR S 1 i )

resolut ySiemic Crisis, oesn't give hope Tor muc
grow mtha[ par? %the wordI e 10p

V "i genera] Iseeth outlo for the Ids on?mx
bearlhg sever ISSUES %h coul a?
IS modest grow ﬁeﬁn [N, elssue Anclu
patterns, ma%proprla ISca oI|C|es an protec lonism
A, World trade patterns need to undergo a major shift.
1. The United States needs to hoost exports

2. Qther ada/ance(g in ustngl economies need to rely less on exports and
mOre on gomestic geman

3. LDCs need to get back on track of faster economic growth
a. This is essential so that they can raise living standards at home,
D. ts also .In the st mte est of banliD& adv ncﬁ eco omle?

eca se im i rds n on,0

oYa!’J o'sosncﬁ%fnupa Jg Sr?a&%yy mean Tepudia 00 OF debt and 2

- éz[l)st %vélr%u acttpreelg tghoeoe}J nl??h%/at\?vse?e%cte gpra%poéj ! thySrga%%

B. Fortunately the currency realignment we've had has set the stage for such a

change.
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romising modest growth but
e
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2. The dollar’s decline has also broadened.

a. The two- drﬁo |nt rﬁtrsvalue had. until fairl recentlx
een pacdgé e ds e]ve asopre lation of CP encrﬁs |
?apan and Europe an wasfor the most part nonexistent elsewnere.

b. But stugdies a tpe Atgaftta Fed show the doIIarsdecIrﬂe een
moreolat%l al even en ore i mon @tafrs
e b e Tl
tn decﬁrne 1S still Rﬁr(?h smaﬁe g J J

g\f‘r tgha%ngf egr thetpgoatrltg\rltvrsng scope of the dollar’s decline seems to

e A U g
atott{r L
gfear sans o’fn |mprovement {houg % ey have pro%artﬂ Q otiome
b However rtm rg trhgv errea tra%%mtralang\ev PrNhelrﬁB ooqtrroutes to or
la9c8g’ﬁ eIaes Lo%rr or wﬁgﬁ 8veg aagjusgeda f
prrcesc anges, rea Net exports Improve
C. tonl ho t]hat thF antrc ted turnaround will com soon enoug} todrvertt [H
0qm..fro ermnrn [ conohm at p e rest 0
ur ening merrcan policy wi Kro ectionist baggage.
s dttgrrn' i rrtrrteqr T S AR o
ISmay upon the many cafls tor protec jon.

2 Thathroute can onlx ead to retalratron Inefficiency, and erosion of our
purchasing power and free choice as corisumers.

3 Fg)ther domestic policy changes would do far more to speed up the

a. A sustained at ck he f%ot eral budﬂet deficit is the mostdrrect
way a6 ca improve our” position "Tn
Intérnational tra

b. Jagan and West Germany. coul strmlulate heir omestrc economres
more a essrv makin e e(oqen o exparts as
so rces grow ‘for example, Germany oudacce eraé Its tax
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D.  Solutions to the LDC debt situation are less clear cut.
1. For Ecuadr“éthed robllems are related mori< ana urI rsas}fr than to

gronornic, | alrly routine .measues oane I %zu
hﬁ%(n e.loan estruc uring and pos ponementso sche ot
service, could bring relie

2 F%rC hE(;Jlrazrl more funding seems to be necessary, at least, as a transition

3 E roader per pectrv e ur that the LD saredbroug

dnar ers Tvtﬁ L? eﬁ tates dnt er

co ntrres for t efa ned earller ’ﬂeé IC Irvrngs stan ar
and growth mar ets or advanced economies like

4. e all aqree on the lon term 0a nce the. alternative .seems t0 b
im ov%t rement ot t?r ﬂﬁ(;[w t gossmhlr?yo polrfrca ?urmoﬁ

and de pudratron “the B%Hem 1S
US debate prvg &0 ft}e eas advanced Secretarr}i

a. Ih
ehe(r cus ndin andavar ayme
sche u and enaor ra ey, w |nv VES some orgre 55 0
curren oans

> T 5 5

C. Personally, | favor the Baker plan, which is being tested in Mexico

d How Ve dmrt the . complexity of the situation will require
exi |Iryan COMpromises

V1. Conclusion.
A B APAPS SRR o A Ul

B. MeaanhrIIe | am concerned that protectionist sentiment might spill over into
actual policy measures.

C Todméeds e LA |00 Sl e e
aﬂgvghlasseapgro?ecﬁ (r)tgl S alcret nrtheﬂsﬁg e can work {0 resolve the E? srtua?ron
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