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China®s Current Account Surplus and Income Inequality: A Theoretical Examination
using Tradable-Nontradable Goods Model
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The global imbalaces of the current accounts during the first half of 2000s
resulted in the global financial crisis from 2007 to 2009. We explored the drivers of China"s current

acccount surpluses. In particular, we examined the causation between fast growth of Chinese economy and
its current account surpluses.

We suggested three hypotheses on the driver of enlarging China®s current account surpluses: (1)the rapid
income growth from low level of per-capita real income which made household savings rate higher; (2)low
level of net external asset position as a fraction of GDP; (3)low growth rate of domestic bank lending.
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