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Lesson One

Balance of Payments

Ebri 32

In the international finance, one important area calling for
study is Balance of Payments. Balance of payments is an ac-
counting concept or a summary of a country’ s international
transactions during a given period of time. These transactions
usually consist of two parts: visible trade or international trade
which includes exports and imports of goods, and invisible
trade in the form of service rendered, cash payments and re-
ceipts, gifts, loans and investments, and other transactions.

Transactions taking place between the residents of two
countries affect the balance of payments of these two countries.
For example, the money spent by an American tourist in China
will have an effect on Chinese as well as on the United States
balance of payments. The French importer who buys Chinese
silk will also affect the French as well as Chinese balance of
payments.

In international transactions, whenever we import or ex-
port goods, buy or sell stocks or bonds, make investments, or
travel abroad, we have to make payments to each other. If we
make more payments abroad than foreigners do in China, a
deficit will occur in our balance of payments. If we make less
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