China’s current account surplus – 10 Oct 07

China among other emerging markets is now one of the motors of world growth, arguably taking the baton from the US.

We have seen three decades of uninterrupted growth and a nation rising which is on the verge of becoming the largest trading nation in the world.  Although domestic consumption does not play a large part in China, it is a promising market.  However, the costs of growth are evident as they emit masses of greenhouse gases and the gap widens between the rich and the poor.

However, the growth of China will lead to a collision with the US and Europe.  China’s trade surplus increased by 69% to $185.65bn in the first nine months of this year.  Its current account surplus is predicted to reach 12% this year, which is completely unheard for a country of its size in the global economy.

The control over its currency means that the US has been sucking in imports from China.  This has consequently led to a massive rise in China’s foreign exchange reserves – the central bank has had to buy the dollars flowing in, in order to keep the renminbi stable.
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