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ABSTRACT

Bernanke (2005) hypothesized that a “global savings glut” was causing large trade imbalances.  However,

we show that the global savings rates did not show a robust upward trend during the relevant period.

Moreover, if there had been a global savings glut there should have been a large investment boom

in the countries that imported capital.  Instead, those countries experienced consumption booms.  National

asset bubbles explain the international imbalances.  The bubbles raised consumption, resulting in large

trade deficits.  In a sample of 18 OECD countries plus China, movements in home prices alone explain

half of the variation in trade deficits.
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Figure 5: US Residential Investment, Percentage of GDP, 1929 2008

Source: BEA NIPA

Figure 6: Global Investment Rate and Savings Rate, 1992 2008

Source: IMF. Data for 2007 and 2008 are preliminary estimates.
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Figure 7: Predicted change in investment rate and real investment rate data (US), percent

Source: BEA NIPA, Own calculations

Figure 8: Household net worth divided by GDP, US

Source: Federal Reserve Board, BEA, and authors calculations
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Table 1: Peak Date (Year: Quarter) for Housing Price Bubble

Source: Economist Intelligence Unit, National Bureau of Statistics of China, OECD, and authors�’

calculations as described in text.

Table 2: Results from weighted regressions

Source: OECD, National Bureau of Statistics of China, Economist Intelligence Unit, Own calculations

Country Peak Date

Australia 2008:1

Canada 2007:4

China 2008:1

Denmark 2007:1

Finland 2007:4

France 2007:4

Germany no bubble

Ireland 2006:3

Italy 2007:4

Japan no bubble

Korea 2007:1

Netherlands 2008:1

New Zealand 2007:3

Norway 2007:3

Spain 2007:3

Sweden 2007:4

Switzerland no bubble

United Kingdom 2007:4

United States 2006:4

Dependent variable Coefficient estimate p value R square

CA accumulation, 1996 peak 0.33 0.000 0.5211

BoT accumulation, 1996 peak (incl. Ireland) 0.29 0.001 0.5015

BoT accumulation, 1996 peak (ex. Ireland) 0.32 0.000 0.5882


