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2 IDE Paper V

Financial Flows in the Pacific Basin

Toru Yanagihara

In this paper an attempt will be made to identify and, to the possible extent, fore-
cast the patterns of financial flows in the Pacific Basin.

The decade of the 1980s can be viewed as a prolonged period of global econom-
ic adjustment. The process of global adjustment has been characterized by a number
of sudden changes in the flow of funds in the world economy.

One of the most significant developments in international finance took the form
of a change in the overall external position of the largest economy in the world.
The large current account deficits of the United States remain the main focus of
global adjustment on the onset of the 1990s, in contrast to the current account
surpluses of West Germany, Japan and, more recently Taiwan and Korea.

Another major change involved the flow of capital to middle-income countries,
which had enjoyed easy access to international capital markets in the 1970s, as
their creditworthiness decreased in the face of much higher interest rates and drastic
revisions in market prospects for primary commodities. New lending was discon-
tinued for many countries, resulting in the occurrence of a widespread debt crisis
among middle-income countries. This situation has continued without clear
prospects for resolution throughout the remainder of the 1980s, which is referred
to as the lost decade for the heavily indebted countries. :

Less spectacular but no less significant have been the successful adjustments
in the balance of payments in some middle-income economies. Taiwan and Korea
have consolidated their position as surplus countries. Malaysia and Thailand seem
to have succeeded in strengthening their balance of payments position and be free
from the macroeconomic constraint of foreign exchange availability.

In what follows, we will first review external financial transactions of the Unit-
ed States and Japan, and then discuss the balance of payments position of middle-
income countries.
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I. External Financial Transactions of the United States and Japan

One salient feature of global economic development over the 1980s has been the
emergence of the United States as a net receiver of long-term capital as its current
account balance swung rapidly and massively into the red. On the other hand,
Japan has generated the largest amounts of current account surplus and of long-
term capital outflow in the world. Moreover, by the middle of the 1980s, four
Asian NIEs as a group also began to record large current account suplus. Finan-
cial flows within the Pacific Basin have been affected by these developments.

Outflow of U.S. capital (increase in U.S. assets abroad) declined very rapidly
from around 110 billion dollars per year in the early 1980s to the annual level of
20— 50 billion dollars between 1983 and 1985, but then a recovery in the range
of 75 to 100 billion dollars occurred between 1986 and 1988. This sequence in cap-
ital outflow is largely accounted for by a roughly similar movement in net lending
by U.S. banks (Table 1).

On the other hand, the inflow of foreign capital to the United States has recorded
a steady increase over the 1980s. Most of the capital inflow has taken the form
of the increase in foreign non-official assets through direct investment, purchase
of Treasury bills and other securities and deposits at U.S. banks. Between 1986
and 1988, however, the increase in foreign official assets accounted for a signifi-
cant part of the considerably higher level of foreign capital inflow.

As the U.S. current account deficit emerged and enlarged, the decline in the
U.S. capital outflow, most notably a decline in net external lending by U.S. banks,
took place, bringing about a corresponding shift in capital account. From the
mid-1980s onward, however, the increased inflow of foreign capital was the most
significant factor in the capital account surplus that corresponded to a higher lev-
el of current account deficit.

Let us trace and examine U.S. financial transactions vis-a-vis Japan. The general
sequence is broadly similar to the overall picture discussed above. Outflow of U.S.
capital to Japan decreased during the first half of the decade but rose to a very
high level during the second half. Most of this movement is attributed to U.S.
bank lending to Japan. Inflow of Japanese capital recorded a rising trend after
1982, mostly to the U.S. banks. It is worth noting that Japan has accounted for
a very high percentage of U.S. external financial transactions in the past few years.
In 1988, Japan received 45% of U.S. capital outflow and accounted for 40% of
capital inflow to the United States.

The change in the U.S. international financial position is clearly shown in its
financial relations with Latin America as well. Outflow of U.S. capital to Latin
America surged until 1982 but plummeted suddenly in 1983 in the wake of the
widespread debt crisis across Latin America. In fact, in 1984 and 1985, more U.S.
capital was sent back home than was newly disbursed in Latin America. Net posi-
tive outflow returned from 1986 onward but in much smaller amounts than in
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the initial years of the decade. This sequence of events has been largely ascribed
to the behavior of U.S. bank lending to Latin America. From 1985 on, however,
direct investment flow started to play a more important role in the flow of U.S.
capital to LLatin America. Inflow of capital from Latin America, on the other hand,
continued on a much steadier basis, albeit with some variations from year to year.
Outflow of U.S. capital to Latin America exceeded the inflow of Latin American
capital to the United States between 1980 and 1982, but the situation was reversed
in 1983 and the United States continued to receive more funds from Latin Ameri-
ca than those disbursed to Latin America.

Let us now examine the international financial transactions of Japan in rela-
tion to long-term capital (Table 2). Outflow of Japanese long-term capital increased
rapidly during the first half of the 1980s until it reached a plateau in 1986. Inflow
of foreign long-term capital to Japan, on the other hand, has not exhibited a clear
trend, its value fluctuating from year to year.

A similar pattern has been observed for flows of long-term capital between Japan
and the United States. Outflow of Japanese long-term capital to the United States
increased rapidly around the middle of the 1980s and remained at the high level
of 50 to 60 billion dollars per year from 1986 on. In the past few years, however,
a significant change in the composition of Japan’s long-term capital outflow to
the United States has occurred: Portfolio investment which accounted for more
than 80% of the total in 1986 declined in absolute value in the following years
while direct investment increased. As a result, the share of portfolio investment
declined below 60% in 1988. Another important development over the past few
years has been a massive increase in official reserve accumulation as a result of
foreign exchange market intervention as part of concerted efforts to achieve a ‘*soft-
landing’’ for the falling U.S. dollar.

Out of the total of roughly 150 billion dollars in the Japanese long-term capital
outflow in 1988, some 85% was directed to advanced countries, with the United
States alone accounting for more than 40% of the total. Developing countries and
international organizations received some 24 billion dollars. This pattern has been
stable in the recent years and may be expected to continue in the immediate future
as U.S. and Japanese current account imbalances undergo a gradual process of
adjustment. From 1986 onward the Japanese government made special efforts to
increase the percentage of capital flows directed toward developing countries either
through bilateral flows or through international financial institutions. The 30 bil-
lion dollar recycling program targeted for the three-year period 1987 — 89 was almost
completely implemented, on a commitment basis, by the middle of 1989. The
government has decided to extend the program for another two years and to channel
additional 35 billion dollars to developing countries.
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I1. Balance of Payments Position of and Capital Flows to Middle-Income
Countries

When examining the issue of flow of capital to middle-income countries, it is im-
portant to analyse experiences from the 1970s and 1980s in order to gain a realis-
tic perspective of the trends that have evolved and to propose a practical approach
for the 1990s.

External financial resources are made available to a country from various sources,
in various forms and to various economic agents (Figure 1). Dominant modes of
financial flows varied very clearly from the 1970s to the 1980s and are expected
to be different in the 1990s (Figure 2).

In the 1970s, the flow of capital to middle-income countries mainly took the
form of lending from private financial institutions to the government. Many middle-
income countries found themselves virtually free from foreign exchange constraints.
General obligation borrowing did not specify any particular usage for financial
support, but rather it left the allocation of resources to the discretion of the bor-
rower government. Credit was extended to a country according to an evaluation
of sovereign risk based on balance of payments prospects. As long as the borrow-
er nation’s credit rating was satisfactory, creditors remained willing to lend.

This enabled governments to enjoy increased degrees of freedom in develop-
ment policies and macroeconomic management. In fact, the availability of exter-
nal finance accentuated the difference in the sustainability of the mechanism of
economic growth. While this form of lending accelerated the strengthening of in-
dustries, and therefore export expansion and efficient import substitution, for one
group of countries (most notably Korea, Taiwan, Thailand, and Malaysia), general
lending resulted merely in the perpetuation of inefficient patterns of resource al-
location in other middle-income countries.

This latter group of countries were most strongly affected by the sudden and
drastic change in the international economic environment that caused the debt crisis
of the early 1980s. Faced with the downward re-evaluation of creditworthiness
due to increased interest rates and reduced earning capacity for primary commodi-
ties, these middle-income countries have had to confront the task of structural
adjustment while struggling with acute balance of payments problems.

In the 1980s, official flows to the public sector became the predominant method
of supporting the middle-income countries. These flows were intended to main-
tain the levels of economic activities and living standard, by supporting fiscal
balance and balance of payments in the face of massive interest payments on the
existing stock of external debts and were not generally used to finance new invest-
ment. Another aspect of the flows was their official conditionality. By condition-
ing assistance, creditors hoped to restore creditworthiness of ailing middle-income
countries through the implementation of policy and institutional reforms and con-
solidation of the balance of payment position.
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Figure 1. SOURCES AND RECIPIENTS OF FINANCIAL FLOWS

Recipient Government Financial Institutions Firm
Source
1. Official
Government X X
International Financial Institutions X X X
I1. Private
Private Financial Institutions X X X
Investor X X X
Firm X
Figure 2. DOMINANT MODE OF FINANCIAL FLOWS
Decade Source Recipient Purpose Conditionality

. . . Lo : Gi al Obligation
1970s | Private Financial Institutions | Government ener &

. None
i Borrowing

1980s Gov.e rnmf:nt/lnt.ernz.itlonal | Government BoP/Fiscal Support Formal
Financial Institutions }

1990s Investor/Firm

Firm Trade/Project Financing De-facto

The lesson to be learned from the 1980s predicament is that policy and institu-
tional reforms on the part of debtor nations alone are not sufficient to improve
macroeconomic conditions in heavily indebted countries. Investment is crucial to
help promote effective economic policies and to assist these countries in resuming
sustained economic growth. Thus, conscious efforts must be made to assure financ-
ing for investment.

Against this background we will make projections for the next decade. In the
1990s, the dominant mode of external finance will shift again from official flows
to private capital flows, but this time directed toward the private sector in bor-
rowing nations. Yet as macroeconomic conditions remain precarious in middle-
income countries, private investors will need greater guarantees and incentives to
be induced to provide more capital to those countries.

One method to assure access to foreign exchange earnings of particular projects
that private creditors finance will be to attempt to segregate those projects from
the rest of the economy as in the case of the use of an escrow account. In the
case of general obligation borrowing by government, the issue of seniority becomes
crucial in determining the priority of repayment of loans. Another incentive to
promote investment is credit enhancement. Official institutions could provide in-
surance or guarantees for loans, thus reducing the risk of financial loss for inves-
tors. A third option may be cofinancing with multilateral institutions. This would



PACIFIC BASIN ECONOMY 115

enable private lenders to make investments less risky due to the substantial finan-
cial influence of these institutions.

These methods of increasing financial security for private capital flows cannot
be substituted for the improvement of economic conditions within the borrower
countries. Macro-level problems must also be addressed. Two immediate sugges-
tions for improvement could help alleviate economic difficulties in the 1990s and
beyond. First, economic reforms in middle-income countries must continue in order
to achieve structural adjustment. Second, large interest payments must be reduced
so that these countries can begin to effectively deal with internal problems rather
than constantly being burdened by past debts. Through combined effects of these
approaches, it is hoped, incentives for private capital flows will be fundamentally
improved.

In the remainder of this section, we will review and compare the recent ex-
periences and near-term prospects for some of the middle-income economies. Let
us begin with the group of countries that did not suffer a sudden interruption of
external finance.

Taiwan and Korea represent the most successful case of structural adjustment
carried out as the continuation of their long-term development processes charac-
terized by the rapid expansion of manufactured exports. Their current accounts
became positive as a result of rapid export growth, enabling them to realize capi-
tal account deficits (capital outflows). It is noteworthy that Taiwan and Korea
achieved such a strengthened position in the balance of payments while at the same
time maintaining or even enhancing high growth rates. They represent a case where
external finance was used to build up the productive capacity of the economy on
an efficient and competitive basis, thereby strengthening the growth potential and
attendant debt-servicing capacity over the long-term.

The position of Taiwan’s balance of payments has been solid throughout the
1980s. After recording a small deficit in 1980, the current account surplus returned
in 1981 and continued to increase until it reached a level of about 20% of the GDP
in 1986 and 1987. Net long-term flows became negative (net outflow) in 1984 and
have remained so since. In Korea, the current account balance became positive
and the long-term capital account balance became negative in 1986, both expand-
ing in magnitude in the following year. Both economies are likely to maintain their
current account surpluses in the foreseeable future and their long-term capital out-
flows will also continue.

Malaysia and Thailand went through a period of structural adjustment over the
mid-1980s to reduce current account deficits. Initially the brunt of current account
adjustment fell on imports and the reduction in current account deficits was
achieved at the cost of a slower pace of economic growth. The situation changed
during the past few years. Both Malaysia and Thailand have rapidly increased the
volume of exports of manufactured goods and thus acquired a much stronger po-
sition in the balance of payments. Moreover, as in the case of Taiwan and Korea,
the improved position of the balance of payments has been achieved over a period
of accelerating economic growth.
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In Malaysia, the current account balance changed from negative to positive and
the long-term capital account balance underwent a shift from positive (net inflow)
to negative (net outflow) in 1987. This shift in capital account was brought about
by a drastic change in the direction of net long-term loans from inflow to out-
flow. It is to be noted that direct investment and grant aid continue to be strongly
positive even though the overall capital account is in deficit.

In Thailand, the current account was slightly in deficit and long-term capital
account slightly in surplus in 1987 and 1988. Unlike in Malaysia, net long-term
loans have remained positive (net inflow) after turning negative once in 1986.

Indonesia and Colombia represent a special case among the indebted middle
income countries. Both of them have continued to receive sizable long-term capi-
tal inflows, the bulk of which in the form of long-term loans, and managed to
maintain reasonably high rates of growth throughout the 1980s. Both countries
have made steady progress in strengthening their balance of payment position by
developing non-traditional exports, manufactured goods in the case of Indonesia
and energy-related mineral resources in the case of Colombia. They seem to stand
a good chance of succesful structural adjustment and their external financing needs
will remain manageable.

Chile points to one possible way out of the debt crisis. After a severe contrac-
tion of economic activities in the early 1980s, economic growth recovered and in-
creased based on the strength of newly diversified export activities. By 1988, the
current account deficits were almost wiped out although interest payments still
amounted to 8% of the GDP. Regarding the capital account, Chile has been ac-
tive in utilizing a debt-equity conversion scheme to reduce the amount of external
debt outstanding.

Mexico initiated a medium-term program of structural adjustment in 1985 and
sustained its commitment in the face of a sudden collapse of the international
petroleum price in 1986. The composition of exports has undergone a drastic change
in the past few years and the share of oil in the total exports now stands at around
35% down from 70% during the first half of the 1980s. Net long-term loans have
been mostly negative since 1985, but direct investment has gathered momentum
in the recent years, more than offsetting the net outflow of loans on the whole.

During the 1980s, Brazil largely maintained a strong trend in export growth based
on ever-increasing lines of export-oriented activities while at the same time keep-
ing imports at a level one-third lower than the peak recorded at the beginning of
the decade. In 1988, the current account recorded a surplus amounting to 1.2%
of the GDP and the long-term capital account became negative (net outflow) for
the first time in decades. This change in the direction of long-term capital flows
was brought about by a reversal in the flow of net long-term loans. It is also
noteworthy that there seems to be a resurgence of direct investment in Brazil.

In the Philippines, current account deficits stood at around 2% of the GDP
in 1987 and 1988. In those two years, both exports and imports increased as eco-
nomic growth resumed vigorous rates of 4.7% and 6.6%, respectively. Long-term
loans declined continuously until they became negative (net outflow) in 1988. Direct



PACIFIC BASIN ECONOMY 117

investment, on the other hand, recorded a large increase in that year, more than
offsetting the decrease in long-term loans.

In Argentina, exports remained stagnant and current account deficits persisted
throughout the 1980s. Long-term capital inflows continued in significant magni-
tudes mostly in the form of loans. The country has been accumulating arrears on
its external debts since 1987. Domestically, it is experiencing an astronomical rate
of inflation. The task of structural adjustment has yet to be taken up seriously,
and it will have to be preceded by successful microeconomic stabilization.

Venezuela represents another serious case where structural adjustment is urgently
needed but its prospects are uncertain. Between 1983 and 1985, the country ran
comfortable current account surpluses amounting to 6 — 8% of the GDP, due to
sharp cutbacks in imports. From 1986 onward, however, the current account was
in deficit, reaching —7.6% of the GDP in 1988. This sudden turnaround was
brought about by the concurrence of a sharp decline in oil export earnings and
an increase in imports fueled by expansionary domestic policies. Long-term capi-
tal account has been persistently negative (net outflow) since 1984, Venezuela tid-
ed over large deficits in basic balance by relying on short-term borrowing and
running down reserves in 1986 — 88. In 1989, however, it had no choice but to adopt
a drastic stabilization policy, which met with a violent public reaction.

Concluding Remarks

The global economic adjustment of the 1980s is not yet completed. Macroeco-
nomic imbalances among major industrial countries and Asian NIEs are still large
and will remain so well into the 1990s. There are signs that these imbalances are
being corrected through a realignment of exchange rates and growth rate differen-
tials in domestic demands. Financial flows need to accommodate the macroeco-
nomic imbalances throughout the remaining period of adjustment. It seems that
prospects for a ‘‘soft-landing’’ of the U.S. economy are reasonably good and that
risks of major disruptions in international finance will be minimal.

With regard to the problems of the balance of payments of heavily indebted
middle-income countries, a new approach to the management of the debt problem,
the so-called Brady initiative, marks a significant, and hopefully decisive, step for-
ward for its resolution. For the new approach to revive investment and thus con-
tribute to the strengthening of productive capacity, it must be accompanied by
continued efforts toward structural adjustment in debtor countries. Furthermore,
supportive official measures to facilitate new types of capital flows, typically in
the form of trade and project financing and direct investment, will be needed,
in addition to direct financial support to help tide over immediate balance of pay-
ments and fiscal difficulties. In this context, renewed commitment by the Japanese
government to the recycling of funds to developing countries, with particular em-
phasis on heavily indebted countries, will prove highly significant. It is also notewor-
thy that the private sector in Japan is taking more active initiatives for the allocation
of private capital to debt-ridden middle-income countries.
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APPENDIX
Appendix Table 1. BALANCE OF PAYMENTS POSITION
(as % of GDP)
1980 1984 1985 1986 1987 1988
Korea
Resource balance -6.0 1.4 1.7 6.6 9.1 8.3
Interest payment 2.6 2.9 3.2 2.9 2.0 1.2
Current account balance -8.6 -1.6 -1.0 4.7 8.1 8.4
Long-term capital inflow 3.3 3.1 2.5 -2.6 -7.1 -2.0
Direct investment -0.0 0.1 0.2 0.3 0.3 0.4
Grant aid 0.1 0.0 0.0 0.0 0.0 0.0
Long-term loans (net) 3.2 3.0 2.3 -2.9 -7.4 -1.3
Malaysia
Resource balance 2.5 1.8 5.1 6.0 13.5 10.1
Interest payment 1.4 3.9 4.8 5.1 4.6 4.6
Current account balance —-1.3 -5.0 -2.1 -0.5 7.1 3.5
Long-term capital inflow 4.2 9.3 5.1 4.2 -0.8 -2.3
Direct investment 3.8 2.3 2.2 1.8 1.8 1.8
Grant aid 0.1 0.1 0.1 0.2 0.5 0.5
Long-term loans (net) 0.3 6.9 2.8 2.2 -3.1 —-4.6
Thailand

Resource balance —-6.3 —-4.3 -2.9 2.1 0.7 1.6
Interest payment 1.5 2.1 2.4 2.5 2.2 1.9
Current account balance -6.9 —-5.4 —-4.5 0.2 —1.0 -1.3
Long-term capital inflow 7.0 4.5 4.5 0.4 1.1 2.0
Direct investment 0.6 1.0 0.4 0.6 0.4 1.9

Grant aid 0.4

Long-term loans (net) 6.0

Philippines
Resource balance -5.4 -0.6 2.8 6.0 0.6 0.1
Interest payment 1.6 2.8 2.8 4.4 4.3 4.7
Current account balance -5.8 -4.7 -0.7 2.6 -2.1 -1.7
Long-term capital inflow 3.0 1.7 9.9 4.9 1.9 2.5
Direct investment -0.3 0.0 0.0 0.4 0.5 2.4
Grant aid 0.4 0.8 0.6 0.7 0.6 0.7
Long-term loans (net) 2.9 0.9 9.3 3.8 0.8 -0.6
Indonesia

Resource balance 7.7 2.4 1.8 -0.4 1.9 3.1
Interest payment 1.5 2.2 2.3 3.2 4.0 4.0
Current account balance 3.6 -2.3 -2.3 -5.2 -3.3 2.8
Long-term capital inflow 2.8 3.5 2.2 3.9 3.9 4.6
Direct investment 0.2 0.3 0.4 0.4 0.4 0.4
Grant aid 0.3 0.1 0.0 0.3 0.2 0.3

Long-term loans (net) 2.5 3.3 1.8 2.6 3.3 3.9
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Appendix Table 1. (Continued)

1980 1984 1985 1986 1987 1988

China
Resource balance -1.3 0.2 —-4.5 -2.8 0.1 -1.4
Interest payment 0.1 0.2 0.2 0.2 0.4 0.4
Current account balance -1.1 0.8 —4.1 -2.6 0.1 -1.4
Long-term capital inflow 0.1 0.6 1.6 2.7 1.9 1.6
Direct investment 0.0 0.4 0.4 0.5 0.6 0.5
Grant aid -0.0 0.0 0.0 0.0 -0.0 0.0
Long-term loans (net) 0.1 0.2 1.2 2.1 1.3 1.1
Chile
Resource balance -3.8 -0.5 3.4 4.2 4.3 7.1
Interest payment 3.3 10.4 10.2 8.4 7.5 8.0
Current account balance -7.3 -11.0 —-8.4 -7.0 —-4.6 -0.8
Long-term capital inflow 8.3 18.7 9.2 5.0 4.6 2.6
Direct investment 0.6 0.3 3.9 0.3 0.5 0.5
Grant aid 0.2 0.3 0.1 0.3 0.3 0.0
Long-term loans (net) 7.5 18.1 5.2 4.4 3.8 2.1
Colombia
Resource balance -0.4 -0.4 —-1.8 3.8 3.7 0.9
Interest payment 0.9 1.6 2.5 2.8 33 3.5
Current account balance -0.6 -3.7 —-5.2 1.1 1.0 -1.0
Long-term capital inflow 2.5 4.8 6.7 6.9 0.3 2.3
Direct investment 0.2 1.5 2.9 1.8 0.7 0.5
Grant aid 0.0 0.0 0.0 -0.1 -0.1 0.0
Long-term loans (net) 2.3 33 3.8 5.2 -0.3 1.8
Mexico
Resource balance —-1.1 8.0 5.0 4.4 7.3 2.2
Interest payment 2.4 5.8 5.1 6.0 5.0 4.5
Current account balance —-4.3 2.3 0.3 —-1.4 2.7 -1.6
Long-term capital inflow 4.0 1.5 0.2 0.5 3.0 0.2
Direct investment 1.1 0.2 0.3 1.2 2.3 1.7
Grant aid 0.1 0.1 0.4 0.2 — —
Long-term loans (net) 2.9 1.2 -0.5 —-0.8 0.5 -2.1
Brazil
Resource balance -2.5 5.4 4.7 2.4 2.9 4.8
Interest payment 2.6 34 3.2 2.7 2.1 2.4
Current account balance -5.4 0.0 0.1 -1.9 -0.4 1.2
Long-term capital inflow 2.6 3.8 0.5 0.6 1.4 -0.5
Direct investment 0.6 0.7 0.5 0.1 0.4 0.6
Grant aid 0.0 0.0 0.0 -0.0 -0.0 0.0

Long-term loans (net) 1.9 3.1 -0.1 0.5 1.0 -1.1
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Appendix Table 1. (Continued)

1980 1984 1985 1986 1987 1988

Argentina
Resource balance —-5.8 4.2 6.6 2.0 0.3 3.2
Interest payment 2.4 4.2 6.7 4.7 4.7 5.7
Current account balance —-8.4 -3.1 -14 -3.6 —-5.2 -2.6
Long-term capital inflow 7.4 -0.6 5.6 8.0 3.2 4.8
Direct investment 1.4 0.3 1.4 0.7 -0.0 0.9
Grant aid 0.0 0.0 0.0 0.0 0.0 0.0
Long-term loans (net) 6.0 -0.9 4.2 7.3 3.2 3.9

Venezuela
Resource balance 7.0 11.6 9.6 0.1 0.8 -4.8
Interest payment 2.1 3.3 2.9 3.7 5.1 4.1
Current account balance 6.8 7.9 6.0 -2.5 2.2 -7.6
Long-term capital inflow 2.9 —-4.1 —-2.7 —4.0 —-5.7 —-4.2
Direct investment 0.1 0.0 0.1 0.0 0.0 0.1
Grant aid -0.0 -0.0 -0.0 0.1 -0.0 -0.1
Long-term loans (net) 2.9 -4.0 -2.7 —-4.1 —4.3 —-4.2

Uruguay
Resource balance —-6.1 4.2 4.5 5.4 1.8 3.6
Interest payment 1.2 5.6 5.5 4.0 3.6 4.0
Current account balance -7.1 -2.7 -2.2 1.0 -1.9 -0.3
Long-term capital inflow 4.1 0.6 1.4 2.5 2.0 1.6
Direct investment 2.9 -0.1 -0.1 -0.1 0.0 0.0
Grant aid 0.1 0.2 0.2 0.4 0.3 0.3
Long-term loans (net) 1.1 0.5 1.3 2.2 1.7 1.3

Peru

Trade balance 4.2 5.1 6.8 -0.2 -1.0 —
Investment income payment —-5.6 -6.7 -6.6 -3.4 -1.9 —
Current account balance -1.3 -1.9 0.0 —4.6 —-6.1 —
Long-term capital inflow 0.3 -2.3 —-4.0 -39 -2.4 —
Direct investment 0.1 -0.4 0.0 0.1 0.1 —
Grant aid 0.7 0.8 0.8 0.5 0.3 —
Long-term loans (net) -0.6 -2.6 —4.8 —-4.5 —-2.8 —

Ecuador
Resource balance -0.5 8.4 9.2 3.1 -2.0 5.4
Interest payment 3.1 7.8 6.1 5.8 2.6 8.6
Current account balance -6.0 -1.6 0.6 —5.8 -11.9 -6.8
Long-term capital inflow 9.1 3.7 2.7 7.2 10.9 5.9
Direct investment 0.6 0.5 0.5 0.6 0.7 0.8
Grant aid 2.6 0.2 0.7 0.4 0.7 0.5

Long-term loans (net) 5.9 3.0 1.5 6.2 9.5 4.6
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Appendix Table 1. (Continued)
1980 1984 1985 1986 1987 1988
Bolivia
Resource balance g 7.4 8.3 -2.9 -39 -6.1 -3.5
Interest payment 5.6 8.2 5.5 2.8 1.5 3.3
Current account balance -1.8 -17.5 —-15.2 —-11.1 -11.9 -3.8
Long-term capital inflow 17.3 6.2 10.3 11.3 9.9 10.4
Direct investment 1.5 0.3 0.3 0.3 0.4 0.7
Grant aid 1.5 2.6 2.3 2.3 2.5 2.6
Long-term loans (net) 14.3 3.3 7.7 8.7 7.0 7.1
Costa Rica
Resource balance -9.5 0.7 -1.5 1.3 —-4.1 -04
Interest payment —-3.5 -6.8 -9.0 -74 -6.9 -6.9
Current account balance —13.7 —4.3 —-3.4 4.2 9.8 -6.2
Long-term capital inflow 2.5 -8.8 2.1 5.6 7.3 6.8
Direct investment 1.0 1.5 1.7 1.3 2.0 2.0
Grant aid -0.1 3.0 4.6 2.6 4.1 4.0
Long-term loans (net) 1.6 -13.2 —-4.2 1.7 1.2 0.8
Jamaica

Resource balance -1.0 -8.9 —-13.5 -1.1 0.3 —
Interest payment 4.5 8.0 10.6 9.0 8.1 7.5
Current account balance -6.2 -13.1 —-14.9 -5.0 -53 —_
Long-term capital inflow 9.0 25.6 7.1 2.3 7.1 6.4
Direct investment 1.0 0.5 -0.4 -0.2 0.0 0.0
Grant aid 0.3 1.6 3.4 2.4 1.9 2.6
Long-term loans (net) 7.7 23.5 4.1 0.1 52 3.8
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