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Unit One: Balance of Payments

CH BRfis)

Key Points in this Unit:

Y& Balance of payments [EFri3Z

Y% Current account £H I H

¥¢ Balance of payments statement [E PRl s7 P %
¢ Exchange rate L%, H#eZ&

¥¢ Merchandise trade %4 (F&) # 5

¥< Current account surplus 224 T H i %

Y¢ Current account deficit £ % Tl H i¥i 2

Y Trade deficit ¥ 5%

¥¢ Fiscal reform I B 4%

v¢ Enliven domestic demand H3 A i i5 5K
Y Weaker yen FNIEIKAHIT

Y¢ Trade surplus % 5 £

¥¢ Greater access to Japanese market ¥ Kt A H A%
Y¢ Paper market A% T1%

¥¢ Dollar's appreciation 38 76 FHE

1.1 Japan's Account Surplus Down 40%

TOKYO (Agencies via Xinhua) -— Japan’s surplus in its
current account, the broadest measure of trade in goods and
services, fell nearly 40 per cent in February and economists
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expect it to keep dropping for at least the next few months.

The surplus fell to 745.9 billion yen ($7.01 billion) in
February from 1,220 billion yen ($11.47 billion) a year earlier,
the Finance Ministry said yesterday.

At an average exchange rate of around 106.35 yen to the
dollar during February the current account surplus was $7.01
billion.

“The pace of the surplus’s fall was faster than the government
had anticipated,” a senior Finance Ministry official said.

The plunge in the February suiplus could be good news for
Prime Minister Ryutaro Hashimoto, who is due to meet U.S.
President Bill Clinton next week in Tokyo.

Japan’s hefiy current account surpluses have frequently
been a source of tension with its major trading partners,
particularly the United States. “Japan’s import and industrial
structures have changed to an unexpected extent,” the Finance
Ministry official said.

Japanese companies have boosted overseas production in
recent years to cope with high production costs at home, and
growth in imports has exceeded that in exports for months.

The surplus in merchandise trade alone fell to 900.9 billion
yen ($8.47 billion) from a revised 1,300 billion yen ($12.22
billion) in the same month a year earlier, the 15th straight month
of declines on a year-on-year basis. At the average dollar-yen
rate for the month, this would mean a merchandise trade surplus
in February of $8.47 billion. 7

Analysts said they expected the pattern of decline to continue
in coming months.

“The trend cf Japan’s external suiplus acjustment is very
positive. 1 think over the next three to four months, the Japanese
current account surplus and trade surpluses will continue to
decline at the pace of between 25 per cent compared to year-ago
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levels,” said Jesper Koll, chief.economist at J. P. Morgan in
Tokyo.

Japan posted a current account deficit of 1.9 billion yen
($17.87 million) in January, with the trade surplus totaling
263.4 billion yen ($2.48 billion).

The Finance Ministry started in March to give trade figures
only in yen terms. It had previously given the figures in both
dollars and yen.

“As the Japanese economy recovers, it’s going to suck in
more imports,” said Larry Duke, vice-president of Citibank in
Tokyo. The government declared in February that Japan’s
economy had finally started recovering.

Economists said the continuing drop was likely to keep the
yen weak against the dollar for some time. “It’s quite likely that
we are going to see the yen-dollar snap to 115 to 118 yen as
further current account and trade surplus reductions come
through,” Koll said. The dollar was trading at around 108.52
yen in Tokyo yesterday afternoon.

Masaru Takagi, chief economist at Fuji Research Institute,
was less bullish towards the dollar, saying the United States
may resist a stronger dollar for political reasons.

He said the question was whether the U.S. administration
could tolerate a much stronger dollar in an election year.

Other economists said Washington may not particularly want
the dollar to rise sharply as a stronger dollar could hurt U.S.
exports, thus slowing down U.S. economic growth.

from CD “World Business”, April 11, 1996

-Notes:

1)  Japan's surplus in its current account fell nearly 40%: The current
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2)

3)

4)

account surplus fell down 40% in Japan's Balance of Payments
Statement.
Balance of Payments: 1t is an accounting concept which records a
country's trade and capital flow in relation to other countries or
records all financial or economic transactions between the
residents of two countries.
Balance of Payments Statement: A statement of international
transactions which gives rise to money payments between
countries, covering:

(1) current account including trade and services;

(2) capital account including short-term and long-term items;

(3) gold and silver movements; and

(4) unilateral transfers by gifts of governments and individuals.
Current account surplus: surplus in Japan's current account. (4
ERRHENEERMEMNE. ERECPERS—4 FER
HEIRR, BIERAEH D345 E M.
Current account: one of ‘accounts on the Balance of Payments
Statement that records payments for imports and exports, both
visible and invisible. 2B ALK H, WHEHESRLEH
B L STAE K
Surplus: surplus means excess of receipts over expenditure. N2

(ER.

The broadest measure of trade in goods and services: the total
amount of payments in trade of goods and services. ¥ 5 &
RR45 T H B B AR

Exchange rate: U3, H#HZE,

The price of a currency in terms of another currency. Exchange
rates which are regularly quoted between all major currencies
determined, like any prices, by supply and demand conditions in
the market in which it is traded, i.e., the foreign exchange market.

The plunge in the February surplus could be good news for Prime
Minister Ryutaro Hashimoto.

plunge: drop. 2.
Prime Minister Ryutaro Hashimoto: F 2% B 4% 2 15 A BB .
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5)

6)

7)

8)

9)

10)

1)

Japan's hefty current account surpluses. H 44 %I H K E XN

% -]
hefty: big or strong. E K.

Japan's import and industrial structures have changed to an

unexpected extent. HZA MO KR T 4H 4T LERS
MR
to an unexpected extent. IAF| IR HIEE .

Merchandise trade: trade in goods. A5, HYHS .
Merchandise: goods. &, H¥.
Examples: '

A) merchandise account. a breakdown item of the current
account. R MINE, HERRKFER LMEFETHES
B—ar3. :

B)  merchandise balance: balance of trade. H /it (K 5) E#I,
B—HEE O/ S E 5 O SMEZ MR ER.

On a year-on-year basis. ZEE4:JLERIER L.
year-on-year. #£EJLF, BIEJLE, FE,

At the average dollar-yen rate for the month. & 83503 H 70K
SFHICE,

The trend of Japan's external surplus adjustment is very positive.
I A S A1 G2 1 38 1 1] R S 9 R
external surplus: 3AMRE, X B2 H 5 IMZE (rade surplus).

At J. P. Morgan in Tokyo A5 fHEEAR /A 5]

J. P. Morgan & Co. EMRAH], REAFEBEMRITRHRAA,
FHBRRKERASNNSTRE, HEHA EAERET
Z—o BOLT 1968 FJE, BEREAY. HEERE, X
REFL, BMNFHER, ERITRHMESE T, BEE
WITZEH. ZAREE 22 REMVMHEBRE, EMLE
MR IEHTE.



12)

13)

14)

15)

16)

Japan posted a current account deficit of 1.9 billion yen ($17.87
million) in January, with the trade surplus totaling 263.4 billion

yen ($2.48 billion). AAAM T m AMAEEHKEZE (FE)
73190 /ZHJG (1787 FiETT), R BMEEN 2634 IZH T (24
1.8 THETT,

deficit: excess of expenditure over income. %, HFFE.

As the Japanese economy recovers, it's going to suck in more
imports. HTHAZFEKE, HAKRKELMEHO,

suck in: to draw into. UL,

It's quite likely that we are going to see the yen-dollar snap to 115 to
118 yen as further current account and trade surplus reductions
come through. W THIEEIME RH BIREN#—E/ A, H
TR SRTTHIAE 5 T REREAE 115~118 Ht idk 1 £,

snap: W, XBIRETTEHIH M#BE,

come through: (JHE) £, 2.

The dollar was trading at around 108.52 yen in Tokyo yesterday
afternoon. SETLMRIERIER T L THILLN LN 10852 H
j—ﬁo

at round 108.52 yen: at exchange rate of 108.52 yen .

Masaru Takagi, chief economist at Fuji Research Institute, was
less bullish towards the dollar, saying the United States may resist
a stronger dollar for political reasons.

Fuji Research Institute: & EAF5THT,

bullish: FHE), BEATHER.

Strong dollar: T IRHEHIZE TG,

Questions:

1. What does exchange rate mean?

2. Why does “the plunge in the February surplus” could be good
news for Prime Minister Ryutaro Hashimoto?

3. What are the political reasons to resist a strong dollar?
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1.2 U.S. Trade Deficit Drops 17%

WASHINGTON (Xinhua) — The U.S. trade deficit dropped
by 17.1 per cent in February to $8.2 billion from a revised
January deficit of $9.9 billion, the Commerce Department said
on Tuesday.

Exports of goods rose 1.4 per cent to $49.7 billion in February,
the second best showing on record, while exports of services
went up 3.3 per cent to $18.4 billion, an all-time high.

The marked increase in exports of goods due to a rise of $743
million in sales of civilian airéraﬁ, a $108-million increase in
the sale of American tobacco products abroad and a gain of $102
million in sales of oil drilling equipment.

Imports of goods declined 0.9 per cent to $63.5 billion while
imports of services rose by 1.4 per cent to $12.8 billion.

The decline in imports was due to a $156-million drop in
shipments of foreign computer chips and a $22-million
decrease in imports of foreign cars.

But car exports dropped by $70 million to $5.3 billion in the
month, leaving the U.S. deficit in cars and car parts at $5.4
billion. |

Another big deficit category, oil imports, declined 13.8 per
cent to $3.64 billion, the smallest monthly figure since last
October.

Even with the monthly improvement, the deficit for the first
two months of 1996 is running at an annual rate of $108.4
billion. Only $3.1 billion less than the $111.5 billion in 1995.

The U.S. trade deficit with Japan rose 2.7 per cent in February
to $3.9 billion.

From CD “World Business”, April 25, 1996
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Notes:

1) Trade deficit: 538 %.

2) The Commerce Department: (55 8B 4&8.

3) While exports of services went up 3.3 per cent to $18.4 billion; an
all-time high.
exports of services: JREHI,
all-time high: £ mKF.

4) Civilian aircraft: RH %M.

5)  Oil drilling equipment: &S H % & .

6) The decline in imports was due to a $156-million drop in
shipments of foreign computer chips and a $22-million decrease in
imports of foreign cars.
foreign computer chips: #ME v+ 8 HLEE B HLRK

7)  Another big deficit category: 3 — I HFRFIH .
category: item. T H .

8) Annual rate: FE, IFIE—TAHE —FENEFRESTRITE
FRESL—FENHANEE, RAEZFHEEHT.

Questions:

1. What is the trade deficit?

2. How did the U.S. trade deficit drop in February?



1.3 Hashimoto to Calm U.S. Trade Fears

Tokyo will seek to avert a potential flare up in trade friction
with Washington when Prime Minister Ryutaro Hashimoto
meets President Bill Clinton tomorrow.

Experts said the task was not easy as Japan's contentious
current account surplus is set for a series of sharp rises and Mr.
Hashimoto may not want to do what the U.S. is urging, namely fo
loosen his policy of fiscal reform.

“With the next presidential election for his ruling Liberal
Democratic Party coming up at the end of September, Mr.
Hashimoto can in no way moderate his fiscal reform plans
until September,” said Mitsubishi Research Institute chief
economist Johesen Takshashi.

Mr. Hashimoto will win a second two-year term as Prime
Minister if he retains the party's presidency.

A Japanese poll showed yesterday that the approval rating
Jor Mr. Hashimoto's cabinet has fallen five percentage points to
34 per cent from four months ago.

The U.S. has repeatedly called on Japan not to depend on
stepped-up exports to fuel faster growth and instead to enliven
domestic demand so as to absorb more imports.

In a letter delivered to Mr. Hashimoto in early April, Mr.
Clinton expressed concern about the Japanese economy and an
increase in Japan's trade surplus.

“Japan will tell the U.S. that its current account surplus is
most unlikely to rise substantially from mid and long-term
perspectives,” a senior Foreign Ministry official said.

Japan's current account—the broadest measure of trade in
good and services—rose 15.4 per cent to US$6.92 billion in
February from a year earlier, rising for the second month in a

row. The January rise was the first in 17 months.
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