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Abstract

As a strongest economy, almost all economic indicators
of U. S. , such as gross income, international trade, interna-
tional investment, rank number one all over the world. Ow-
ing to the feature of the main settlement and pricing currency
in the international trade and finance field, the changing ex-
change rate of U. S. dollar always absorbs each countrys at-
tention. It§ well known that, the balance of payments, espe-
cially its current account, is the long term and fundamental
decisive element of the exchange rate. Since the trade deficit
occurs at the beginning of 1970s in U. S. , the overwhelming
trend of its balance of payments has been the expending trade
deficit and deteriorating current account. It’s surprised and
astonished that the trade and current account deficit reached
470 billion U. S. dollars and 490 billion dollars respectively
in 2002. Why did current account deficit occur in U. S. ?
Why did the trade and current account deficit deteriorate
constantly? Why could U. S. afford the increasing trade and
current account deficit? Is China$ balance of payments struc-
ture similar to the one in U. S. 72 Can China remain the dete-
riorating current account, if any? Why? These issues are ob-

viously more importantand urgent to China, which is under-
5



going the reducing current account surplus, increasing inflow
of foreign investment and international investment.

The thesis is composed of six chapters, which are fo-
cused on the followingissues, such as management of current
accountdeficit, its evolving trend, reasons of its origination
and deterioration as well as resolving methods. At the end,
the thesis compares the trade account, current account and
international reserves of China with the ones of U.S.. On
basis of the comparison and different social and economic
background between China and U. S. , the thesis raises the
strategy and principals to manage trade and current account.

The first chapter briefly introduces the basic theories a-
bout managing current account deficit, which, as a basis of
subsequent chapters, consists of two aspects; certifying the
current account is the main item in the balance of payment;
introducing and appraising the traditionaland contemporary
theories about balance of payments. The second chapter
looks back to the changing trend of the trade and current ac-
count from 1980s, which is the transformation of current ac-
count of U. S. from deficit emergence to deterioration during
the first two decades and its dramatically deteriorating during
the last decade in the past 30 years. And, this thesis uses
linear regress equation to provide short forecasts to the trend
of its trade and current account in the coming two years.

As the core part of the thesis, the third and fourth chap-



