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Abstract

The global imbalance is an important feature of world economy as
well as a new issue in the field of world economics. The global
imbalance brings serious consequence to world economy and makes it get
into a dangerous condition under the background of economic
globalization. This thesis will analyze the representation, reason,
influence and adjustment mechanism of global imbalance, and then study
the RMB exchange rate systemically based on that to explain the
relationship between RMB exchange rate fluctuation and global
imbalance, the influence of RMB exchange rate fluctuation to Chinese
equilibrium and the trend of RMB exchange rate in the condition of
global imbalance in the future. The thesis is divided into 5 chapters, and
the content of each chapter is as follows:

Chapter 1: The Global Imbalance: General Statement. As an
economic phenomenon, the appearance of global imbalance has its
historic inevitability. The global imbalance is represented as the huge
deficit of American current account and the constant increase of its
accumulated debt on one hand, and represented as the huge surplus of
current account of Asian countries/areas. The reason for the global
imbalance is complex; it is not only involved in the monetary elements
including exchange rate and international monetary system, but also
involved in the substantial elements such as save, industrial structure
and economic growth mode, therefore its adjustment will be a long-term
process. The global imbalance will bring different influences to the

economy of each country/area, and its resolution will depends on the
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collective effort of all the countries/areas, especially the imbalance-
related countries/areas.

Chapter 2: The Adjustment Mechanism of Global Imbalance. The
global imbalance is a partial static imbalance as well as an integrated
dynamic equilibrium. With the further enlargement of American current
account deficit, the global economy can still keep dynamic equilibrium
on the whole, but its static imbalance tends to be serious, and the
adjustment of global imbalance is imperative under the situation. In all
the macro economic policies, the adjustment effect of financial policy,
interest rate policy and exchange rate policy on the global imbalance is
most obvious: the financial policy can adjust the global imbalance by the
save-investment effect, output-absorption effect and exchange rate effect;
the interest rate policy can adjust the global imbalance by the save-
investment effect, capital flow effect and exchange rate effect; while the
exchange rate policy can adjust the global imbalance by the elastic
adjustment effect and output-absorption effect.

Chapter 3: The Global Imbalance and RMB Exchange Rate
Fluctuation. America and other advanced countries shift off the
responsibility of global imbalance to RMB exchange rate and make
pressure on Chinese government to require the free fluctuation of RMB
exchange rate in the condition that the implementation of financial policy
and interest rate policy may suffer from resistance. Under this
background, we study the relationship between the global imbalance and
RMB exchange rate fluctuation; the study result indicates that the effect
of RMB appreciation on the reduction of Chinese-American trade balance
and the trade balance change of other Asian countries/areas is much
limited; it just may lead to the outflow of capital in the long-run. This
indicates that RMB exchange rate fluctuation of RMB exchange rate is
not the key reason of global imbalance; on the contrary the global
imbalance brings some appreciation pressure on RMB in a certain

degree.

2



Abstract

Chapter 4; The RMB Exchange Rate Fluctuation and Chinese
Economic Equilibrium. There is serous external imbalance in the
economy of China, and how to keep the internal equilibrium in the
condition of resolving the external imbalance is an actual question. The
study shows that the influence of RMB exchange rate fluctuation on the
price, employment and economic growth is very little, while that of other
macro economic elements on the domestic equilibrium is more obvious.
For example, the money supply has relative greater influence on the
price, the wage and interest rate have relative greater influence on the
employment, and the money supply and governmental expenditure have
greater influence on the economic growth. Therefore, China should make
good use of the financial policy and monetary policy to control the macro
economy and guarantee the internal equilibrium of Chinese economy.

Chapter 5: The RMB Exchange Rate Trend under the Background
of Global Imbalance. The trend of RMB exchange rate is not only an
exchange rate issue, but also an issue about exchange rate system and
exchange rate forming mechanism. With the deepening of RMB exchange
rate system and RMB exchange rate forming mechanism reforming, the
floating zone of RMB exchange rate will enlarge gradually. The RMB
exchange rate may appreciate a little in the short term and appreciate
unceasingly in the long term, but the trend is ambiguous in the middle
term under the background of global sustaining imbalance and the rapid
and stable growth of Chinese economy. It is necessary to point out that
the role of RMB appreciation on the resolution of global imbalance is not
prominent, and the resolution of global imbalance will depend on the
sustainable development of world economy and the economic policy

harmonization among each country/area.

Keywords: Global Imbalance; Adjustment Mechanism; RMB
Exchange Rate; Exchange Rate Trend
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