By James С. Cooper & Kathleen Madigan
America's Trade Deficit: Expect Some Storm Damage Katrina's bill may include a steeper trade balance and a weaker dollar
Economists had expected the U.S. current-account deficit, the broadest measure of the nation's international balance of payments, to begin to stabilize in the second half of 2005 and perhaps even narrow in 2006. Faster growth abroad, a cooler U.S. economy, and a weaker dollar would cause improvement in the U.S. trade position. Indeed, the gap fell slightly in the second quarter. But that news preceded the summer spike in oil prices and Hurricane Katrina. Those two shocks, along with the rebound in the dollar, challenge the idea that a correction in the current account is imminent. And they revive fears that the adjustment may not be painless, as U.S. dependence on foreign financing grows ever larger.
The current-account balance is the sum of all foreign transactions, including trade in goods and services income payments, and government transfers. For years, the main focus has been the deteriorating merchandise trade deficit as goods imports swamped exports. But now the U.S. surplus in services has been slipping, and foreign investors are earning more from U.S. assets than American investors are earning abroad.
Surging oil prices and the enormous stimulus coming from government spending on post-Katrina rebuilding threaten to make this bad situation worse. Not only will costlier oil and other energy imports directly lift the U.S. importbill but stronger economic growth, thanks to fiscal stimulus, will boost demand for non-oil imports.
Equally important, higher energy costs are slowing economic growth abroad more than they have U.S. growth, curtailing demand for U.S. exports. Moreover,so far this year the dollar is up more than 11% vs. the Euro and 9% vs. tne yen. Against this backdrop, it's likely that the current-account deficit, which stood at an annual rate of $778.6 billion, or 6.4% of gross domestic product in the first half,      will top 7% of GDP next year.
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Notes
1    the current-account deficit, the broadest measure of the nation's international balance of payment- показатель, который включает все статьи платежного баланса страны во внешней торговле, кроме движения долгосрочного капитала
2.   rebound in the dollar - dollar appreciation
3.   against this backdrop - на фоне этих событий
4.   so far this year - за прошедший период этого года
5.   vs = versus (Latin) = against
6.   it will top 7% - превысит 7%
Exercise. Write out of the text words and word combinations dealing with the trade and payment balance and translate them into Russian .
