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Abstract
In the current international monetary system, the adjustment mechanism does not 
work properly to eliminate the excessive surpluses/deficits on the current accounts 
of the major countries that participate in international trade. Consequently, the ad‑
justment changes do not take place in an evolutionary way, through market changes 
or decisions taken by the national authorities. They are the result of crises that 
reflect the unfavourable macroeconomic situation in different countries. The article 
explains the functioning of the adjustment mechanism in the contemporary inter‑
national monetary system and the circumstances in which significant imbalances 
emerge at the global (US–China) level. Increasing external imbalances are an imma‑
nent systemic feature of the contemporary international monetary system. The lack 
of an adjustment mechanism in this system leads to the potentially cyclical emer‑
gence of such imbalances and their correction by crises. Thus, the current post‑crisis 
period may only be a stage before the next period of growing imbalances. The rem‑
edy for this threat lies in correcting the existing principles of the system.
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Introduction 
External imbalances that have been growing for some years in the global economy are 
sometimes seen as one of the main causes of the 2008+ global financial crisis (see, e.g., 
Borio and Disyatat 2010; Nier and Merrouche 2010; Obstfeld and Rogoff 2010; Obst‑
feld 2012a). In contrast to the intertemporal approach (see Obstfeld and Rogoff 1994), 
which explains why countries maintain significant current account deficits, the eco‑
nomic and financial stability of countries is significantly dependent on maintaining 
the external balance. In a simplified way, this balance is defined as a current account 
of the balance of payments deficit/surplus not in excess of 4% of GDP. If the latter val‑
ue is exceeded, it means not only that the adjustment mechanisms that help absorb 
external imbalances or prevent their occurrence have failed, but also that a country 
is becoming susceptible to a financial crisis (see Janicka 2018). A significant reduction 
in current account deficits/surpluses of the main actors of the global economy – the US 
and China – took place after the outbreak of the 2008+ financial crisis, which, by the 
same token, acted as a highly imperfect imbalance adjustment mechanism. That may 
suggest that if the adjustment mechanism within the international monetary system 
in its current framework is ineffective, the next wave of external imbalances may trig‑
ger the next wave of crises which will take over the role of the mechanism in the glob‑
al economy. The article explains the functioning of the adjustment mechanism in the 
contemporary international monetary system and the emergence of the significant 
imbalances at the global (US–China) level. The current pandemic crisis, as a phenom‑
enon of a completely exogenous nature, and its impact on the global economy do not 
fit into the scope of the analysis carried out in the article. 

The adjustment mechanism in the international monetary 
system 
The problem of the increasingly concentrated global imbalances in the current inter‑
national currency system (see Kregel 2019) and the poor performance of the adjust‑
ment mechanism are hotly debated by economists (see Chinn and Ito 2019; Kolerus 
2021). Before the outbreak of the global financial crisis, the authors of numerous stud‑
ies identified potential threats linked, in particular, with the US’s growing current ac‑
count deficit. The rapid adjustment of the deficit would inflict turbulences on the US 
economy and impact the global economy because of the role that the country and its 
currency play in the international markets. It was summed up by Obstfeld (2005), who 
said, “America’s deficit, the world’s problem.” 

The problem of the excessive and still growing current account deficit of the US’s 
balance of payments, and possible scenarios for adjusting it, were studied by many 
authors, e.g., Dooley, Folkerts‑Landau, and Garber (2003), Summers (2004), Debelle 
and Galati (2005), Ferguson Jr. (2005), Collignon (2006), Coughlin, Pakko, and Poole 
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(2006), Blanchard (2007), Barrel, Holland, and Hurst (2007), Clarida, Goretti, and 
Taylor (2006), Xafa (2007), and Feldstein (2008). As indicated by Faruqee et al. (2007), 
“The key question from the mainstream is not if but when (and how) the inevitable 
adjustment will occur.” 

Works also emerged (although much less numerous) in which the problem of global 
imbalances was examined from the viewpoint of Asian countries, e.g., Makin (2008) 
and Adams and Park (2009). After the outbreak of the crisis, further studies on global 
imbalances were published, e.g., Ca’ Zorzi, Chudik, and Dieppe (2012), Lane and Mil‑
esi‑Ferretti (2012), Obstfeld (2012b), and Tao Yang (2012). A fascinating approach was 
presented by De Cecco (2012), who stated that reserve‑building by Asian and other 
emerging economies may have helped to reduce the damage caused by financial in‑
stitutions in advanced economies, and that these non‑liberalised, large financial sys‑
tems may have acted to stabilise the structurally unbalanced markets of the advanced, 
liberalised economies. According to Caballero, Farhi, and Gourinchas (2015, p. 54), 
“economic policy enters a regime of increased interdependence across the world, with 
either negative or positive spillovers depending on the policy instrument. Exchange 
rate policy becomes a zero‑sum game of currency wars where each country can de‑
preciate its exchange rate to stimulate its economy, at the expense of other countries”. 
A broad review of the literature devoted to the conditions and consequences of the 
absence of a current account balance was carried out by Ciocyte and Rojas‑Romagosa 
(2015). Meanwhile, Alberola, Estrada, and Viani (2020, p. 15) noted that global imbal‑
ances played an important role in the run‑up to the global financial crisis, and after 
the crisis, current account imbalances significantly diminished.

The point of departure for considerations in this paper is the so‑called impossible 
trinity. In accordance with its principles, a country may not accomplish three goals 
of the economic policy at the same time: (1) stabilise the exchange rate, (2) pursue 
an independent monetary policy, and (3) maintain fully liberalised cross‑border capital 
movements. By being forced to select two out of the three goals, a country can iden‑
tify its priorities as to the balances in the internal market and in external relations. 
If a country stabilises its exchange rate and maintains free capital flows with the ex‑
ternal world, it gives up active control over its monetary policy. In this case, internal 
balance becomes a derivative of the external balance. 

In the gold currency system, current account balances were stabilised by the free 
movement of gold between the countries (for more, see Bordo 2005). In the Bretton 
Woods system, which was put in place after WWII, the point of gravity in the domes‑
tic economic policy shifted towards the internal market: countries stabilised their ex‑
change rates and pursued active monetary policies, giving up full liberalisation of cap‑
ital flows. In accordance with the IMF statute, the cornerstone of the framework of the 
system, in case of significant balance of payment imbalances, countries could deval‑
ue/revalue their currencies by +/–10% without seeking the IMF’s approval. Thus, the 
operation of the adjustment mechanism in the system was subjected to discretionary 
decisions of the monetary authorities of the countries – members of the system. 
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One fact that is obvious, but little exposed, is worth stressing: the current ac‑
count surplus of one country means a balance of payments deficit of another coun‑
try. If the deficit of the latter is to be reduced, this country’s partner must reduce its 
surplus. The contemporary international currency system significantly differs from 
its predecessors. The collapse of the Bretton Woods system started in 1971 with the 
formal suspension of the convertibility of the US dollar to gold in external relations 
(for more on the Bretton Woods system, see Eichengreen 2010). The failures of subse‑
quent reforms of the system made its member countries adopt a completely different, 
flexible approach to the founding principles of the new framework. This new system 
is referred to as the “non‑system,” in which international currency is not defined, and 
each country may adopt any exchange rate system, gold no more performs monetary 
functions, and there are no uniform rules as to the liberalisation of capital movements 
(for more on the system, see Farhi, Gourinchas, and Rey 2011). 

In a multi‑currency system, countries cannot give up pursuing an active econom‑
ic policy vis‑à‑vis their internal markets (including an independent monetary policy). 
When restrictions on transborder restrictions were eliminated, it meant changing the 
operating exchange rate system. By liberalising their capital movements and maintain‑
ing monetary policy independence, highly developed countries that dominated the glob‑
al economy had to adopt the floating exchange rate system. The external balance – like 
in the Bretton Woods system – became the derivative of the internal balance. Theoreti‑
cally, opting for such a solution favours the effective performance of the adjusting mech‑
anism. A depreciation of the domestic currency’s rate of exchange triggered by a cur‑
rent account deficit should increase exports and decrease imports, reducing the deficit. 
Meanwhile, appreciation in surplus countries should lead to a reduction of the surplus 
(see, e.g., Devereux and Genberg 2007). 

For the mechanism to operate smoothly, certain pre‑conditions must be met, inter 
alia, transborder capital flows should be derivative of the current account balance and 
all countries within the system should adopt the same principles: openness to capital 
flows and the floating exchange rate system. The solutions implemented in the 1990s 
by the leading global economies were uniform: the liberalisation of capital flows and 
the system of floating exchange rates, which meant the condition was met. Develop‑
ing countries, which maintained restrictions and deployed different varieties of the 
fixed‑rate system, were considered to be in transition to the above‑mentioned solu‑
tions. In theory, the principles of the multi‑currency system allowed different countries 
to adopt various combinations of possibilities identified within the impossible trinity; 
in practice, it was geared towards the solutions adopted by developed countries. The 
content mentioned above is summarised in Table 1.

In the light of intertemporal exchange theory, external imbalances are justified 
by differences in countries’ economic development level and their savings, while 
directions of capital flows concur with the neoclassical theory: developed countries 
are surplus countries, and through the financial markets, they make their financial 
resources available to developing countries (IMF, Group of Twenty 2019). The im‑
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pact of developing countries on the economy is relatively small; they absorb eco‑
nomic policy pursued by developed countries. However, the turn of the centuries 
brought about a significant change, which distorted the functioning of the mul‑
ti‑currency system. The growth of crucial developing economies, whose economic 
policy is different from the one adopted for the system (China, India), sped up. Re‑
strictions on cross‑border capital flows, the stabilisation of foreign exchange rates, 
and independent monetary policy were approved by developing countries as a pre‑
liminary stage in the sequence of steps that led them to the developed economies 
model. Over time, developed economies began to exert pressure on developing 
countries to change their policy and open up to the external world. Only a handful 
of economists (see Williamson 2006) argued that such a change in economic policy 
would not be favourable for developing economies. However, if such a change had 
taken place, perhaps the adjustment mechanism would have worked through the 
exchange rate channel, and the problem of the excessive external US–China im‑
balance would never have occurred. However, some developing countries rejected 
the model of developed countries and launched their own independent economic 
policies. 

Table 1. The basic rules for different international currency systems

 System 
Specification Gold‑standard Bretton Woods Multi‑currency

Exchange rate 
mechanism

Fixed rate 
(parity)

Fixed rate with 
fluctuation margins, 
periodically adjusted

Fixed or floated 
rate – country’s decision

Adjustment 
mechanism

Acting 
automatically

Discretionary 
policy of countries 
– devaluation/revaluation

Discretionary policy 
of countries – devaluation 
/revaluation or market 
mechanism – depreciation/
appreciation 

Cross‑border capital 
flows

Free Restricted Restricted or free 

Active monetary 
policy

No Yes Yes

Common operating 
rules for countries

Yes Yes No

The efficiency 
of the adjustment 
mechanism

Yes No No

Source: own study.
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The international competitiveness of Chinese trade
The Chinese economy, whose development model is based on exports, sought to stabi‑ 
lise the exchange rate of the yuan to the US dollar at a level that would help it maintain 
its competitiveness. The central bank of China has been working towards accomplish‑ 
ing goals that are different from those of most central banks. It does not fight inflation 
or care about growth, but its goal is to “maintain the Renminbi exchange rate at adap‑ 
tive and equilibrium level” (PBC 2021). China is a developing country that escapes any 
classifications or economic development paths followed by the developed countries. 
It is also a powerful actor in the group of dominant countries of the system, pursuing 
an economic policy in the spirit of neoclassical economics, which sees the policy dif‑ 
ferently and makes reference to Keynesian ideas by managing the exchange rate and 
maintaining restrictions vis‑à‑vis the free movement of capital. Importantly, China’s 
policy remains within the principles of a multi‑currency system, in which each coun‑ 
try is free to choose the exchange rate mechanism and the degree of financial openness 
at a de jure level. Such a policy becomes problematic in international economic relations 
because it undermines the efficiency of the adjustment mechanism. By managing the 
exchange rate, China could not only boost the dynamics of economic growth through 
an expansive export‑oriented policy, but also accumulate huge foreign exchange re‑ 
serves, restoring the idea of mercantilism that seemed to have been forgotten. Tables 2 
and 3 contain data concerning China’s current account balance, investments, sav-
ings, and trade dynamics, while Table 4 presents the USD/RMB exchange rate.

Table 2. China – current account balance total, domestic investment and savings, foreign trade 
dynamics (bn USD, % of GDP, %), 2002–2009

Specification 2002 2003 2004 2005 2006 2007 2008 2009
Current account balance 
total (bn USD)

35.4 43.1 69.0 132.4 231.8 353.2 420.6 243.3

Current account balance 
(% of GDP)

2.4 2.6 3.5 5.7 8.4 9.9 9.1 4.6

Investment (% GDP) 36.9 40.4 42.7 41.0 40.6 41.2 43.2 46.3
Savings (% GDP) 39.3 43.0 46.2 46.7 49.0 51.1 52.3 51.1
Imports dynamics (%) 21.7 34.4 20.3 12.9 17.0 12.9 5.2 3.0
Exports dynamics (%) 25.1 33.5 27.0 24.0 26.2 19.5 9.8 –11.2

Source: author’s calculations based on World Economic Outlook Database, 2020.

Examining the data from Table 2 reveals some interesting relationships. The undervalued 
yuan/US dollar exchange rate was one of the factors that allowed China to gain a compet‑
itive advantage in international markets. Over the period 2002–2005, we can see not only 
a quantum leap increase in the current account surplus but also increasing foreign trade dy‑
namics (including imports of intermediate goods) and a significant increase in investment 
and savings. Immediately before the outbreak of the crisis, despite the strengthening of the 
yuan to USD exchange rate, China’s surplus had been increasing in absolute and relative 
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terms, reaching a record‑breaking USD 420 bn in 2008. It means that the change in China’s 
foreign exchange policy (which maintained numerous restrictions on transborder move‑
ments of capital) did not hinder the demand for Chinese goods, even though the dynamics 
with which exports grew at that time exhibited a significant slowdown. The drop reported 
for 2008 amounted to ca. 10 p.p. compared to 2007, but the real breakdown came in 2009 
despite China’s efforts invested in stabilising the exchange rate of the domestic currency. 
Shrinking external demand, a derivative of the global crisis, was the factor that triggered 
the adjustment. The return to the managed floating exchange rate in 2010 strengthened the 
Chinese currency, which contributed to the worsening of indicators covered by the analy‑
sis in 2011 (see Table 3).

Table 3. China – current account balance total, domestic investment and savings, foreign trade 
dynamics (bn USD, % of GDP, %), 2010–2019

Specification 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Current account 
balance total 
(bn USD)

237.8 136.1 215.4 148.2 236.1 304.2 202.2 195.1 25.5 141.3

Current account 
balance  
(% of GDP)

3.9 1.8 2.5 1.5 2.2 2.8 1.8 1.6 0.2 1.0

Investment  
(% of GDP)

47.9 48.0 47.2 47.3 46.8 44.8 44.1 43.2 44.0 43.1

Savings  
(% of GDP)

51.8 50.0 50.0 48.9 49.0 47.5 45.9 44.8 44.2 44.0

Imports 
dynamics (%)

23.4 11.7 5.8 9.7 3.7 –0.7 5.8 7.8 0.2 4.0

Exports 
dynamics (%)

28.8 10.54 6.8 9.6 4.3 –2.4 1.7 8.6 4.0 0.2

Source: author’s calculations based on World Economic Outlook Database, 2020.

Analysing the data from Table 3 demonstrates that, hurt by the consequences 
of the financial crisis 2008+, the Chinese economy was unable to regain its position 
in the international market. Although in absolute terms the value of its current ac‑
count surplus remains impressive (we need to bear in mind that the current account 
includes more than the trade in goods), its relative value compared to GDP clearly 
decreased. At the same time, the growth dynamics of exports and imports slowed 
down. We also need to highlight the huge savings/investments in the Chinese econ‑
omy, which oscillate around 43–50% of GDP. China is a developing country, which 
is why a high accumulation of savings comes as no surprise. However, considering 
that its competitive advantages in international markets do not derive from its natu‑
ral resources (as is the case of, e.g., petroleum exporting countries), maintaining this 
level of investment/savings, also in times of crisis, is impressive.

Undoubtedly, the crisis triggered the adjustments of  external imbalances seen 
through the lens of the relationship of the current account balance to GDP ratio. Be‑
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tween 2008 and 2009, the current account surplus was almost halved in relative and 
absolute terms. An earlier change in the exchange rate policy (2005), which strength‑
ened the yuan to USD exchange rate, neither reduced the surplus nor prevented fur‑
ther increases (see Duarte and Schnabl 2015; Nasir and Jackson 2019). By contrast, the 
period 2005–2007, i.e., just before the crisis, saw dynamic increases in the surplus. Un‑
der such circumstances, there is no doubt that the adjustment mechanism in a multi‑
currency system failed to operate effectively, and the exchange rate proved to be an in‑
sufficient instrument while the outbreak of the financial crisis generated by the crisis 
in the US economy was the factor that triggered adjustments and helped China offset 
its significant external imbalances. 

Table 4. USD/RMB exchange rate, as at the end of December of each year, 2009–2019

Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
USD/RMB 
exchange rate

6.83 6.60 6.29 6.23 6.06 6.22 6.48 6.94 6.53 6.88 6.96

Source: Federal Reserve Economic Data, n.d. 

Note that between 1997 and 2005, the Central Bank of China stabilised the RMB 
to USD exchange rate at 8.28. A change in the currency policy in July 2005 (adopting 
a managed floating rate) strengthened the RMB against the USD, while the outbreak 
of the financial crisis encouraged China in July 2008 to stabilise the exchange rate 
again at 6.83. The return to the managed floating rate took place in July 2010.

The US current account deficit before and after 
the crisis 2008+ 
As mentioned above, according to economic theory, the growing current account 
surplus reported by some countries means a deepening current account deficit ex‑
perienced by others. China’s growing current account surplus was closely linked 
with the deepening current account deficit of the main recipient of Chinese exports, 
i.e., the United States (see Table 5); in the period 2002–2006 (the US suffered from
the crisis as early as 2007), there is a clear increase in the US current account defi‑
cit in absolute and relative terms. Tables 5 and 6 contain data concerning the Unit‑
ed States’ current account balance, investments, savings, and trade dynamics.

As observed by Edwards (2005), “never in the history of modern economics has 
a large industrial country run persistent current account deficits of the magnitude 
posted by the US since 2000”, by which he suggested that reducing the American defi‑
cit could produce negative consequences. The dynamics of the US exports and imports 
proved to be volatile, although, with the exception of exports in 2002, positive. A sig‑
nificant change in indicators included in the study took place as late as 2009, when 
the current account deficit was reduced, accompanied by a rapid slowdown in the dy‑
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namics of exports and imports (which in that year swung to negative values); domestic 
savings and investments also dropped. Considering that the United States is the leader 
of the global economy and the current international currency system, the country’s 
savings of less than 14% of GDP and investments below 18% of GDP are far from the 
standards of highly developed countries, not to mention developing countries. In the 
period preceding the crisis, domestic savings in the US ranged from around 17–18%, 
i.e., disproportionally low compared to the investment needs of the country. In the 
post‑crisis period, there was an increase in domestic savings and decreased invest‑
ments in proportion to the GDP, which means that the US economy was less depend‑
ent on external sources of funding. At the same time, it is still hard to identify any 
clear trend as to the dynamics of imports and exports, which are highly volatile. 

Table 5. US – current account balance total, domestic investment and savings, foreign trade dynamics 
(bn USD, % of GDP, %), 2002–2009

Specification 2002 2003 2004 2005 2006 2007 2008 2009
Current account 
balance total 
(bn USD)

–450.8 –518.8 –631.6 –745.2 –806.0 –711.0 –681.4 –372.5

Current account 
balance (% of GDP)

–4.1 –4.5 –5.2 –5.7 –5.8 –4.9 –4.6 –2.6

Investment 
(% of GDP)

21.7 21.7 22.7 23.4 23.5 22.6 21.1 17.8

Savings (% of GDP) 18.32 17.4 17.7 18.2 19.2 17.6 15.2 13.9
Imports dynamics (%) 3.7 5.8 11.4 7.0 6.2 2.1 –3.4 –15.3
Exports dynamics (%) –3.3 2.9 8.8 7.7 9.9 7.0 5.8 –11.9

Source: author’s calculations based on World Economic Outlook Database, 2020.

Table 6. US – current account balance total, domestic investment and savings, foreign trade dynamics 
(bn USD, % of GDP, %), 2010–2019

Specifica‑
tion 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Current 
account 
balance 
total 
(bn USD)

–431.3 –445.7 –426.8 –384.8 –365.2 –407.8 –432.9 –365.3 –449.7 –480.2

Current 
account 
balance  
(% of GDP)

–2.9 –2.9 –2.6 –2.1 –2.1 –2.2 –2.3 –1.9 –2.2 –2.2

Invest‑
ment  
(% of GDP)

18.7 19.1 20.0 20.4 20.8 21.0 20.3 20.6 21.0 21.0

Savings  
(% of GDP)

15.4 16.5 18.7 19.2 20.3 20.1 18.6 19.2 19.1 18.6
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Specifica‑
tion 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Imports 
dynamics 
(%)

15.4 6.1 2.6 1.8 5.6 5.8 1.4 4.7 5.0 0.5

Exports 
dynamics 
(%)

15.0 7.1 3.8 3.2 4.6 –0.3 0.3 4.1 4.2 –0.1

Source: author’s calculations based on World Economic Outlook Database, 2020.

The financial crisis began on the US market in 2007, and one can clearly see that 
values covered by the study, i.e., current account deficit, domestic savings and invest‑
ments, and exports and imports dynamics, dropped in that particular year. While the 
crisis unfolded and “spilled over” into the global economy, these parameters further 
deteriorated until the critical year of 2009, which can be considered the turning point 
from which indicators that reflect the performance of the US economy started to grad‑
ually improve (Table 6). Like the Chinese economy, adjustments of external imbal‑
ances in the American economy were an effect of the financial crisis. Previously, the 
United States had failed to act to reduce its huge deficit; it was using foreign savings 
to finance the expansion of its economy. It simply took advantage of its privileged po‑
sition as leader of the global economy, which issues international currency and runs 
the most developed financial market (in quantitative and qualitative approach). 

The investigation into the China–US case raises a question about the validity of the theory 
of intertemporal exchange, according to which the rich, ageing societies of highly developed 
countries temporarily make their savings available to developing countries, whose invest‑
ment needs are disproportionate to their savings. However, the example of the US–China 
relationship is completely the opposite. A rich and highly developed country has relative‑
ly small savings and widely uses the savings of other countries, including developing ones. 
We also need to look at the economic growth and GDP per capita indicators in China and the 
US to see that there are significant differences between these countries in the period covered 
by the study (Tables 7 and 8). China can be considered a “catching up” country with impres‑
sive economic growth performance until 2007 – the drop by almost 5 p.p. in 2008 does not 
change the fact that the growth continued at a very high rate of ca. 9% year‑to‑year. Despite 
doubling the GDP per capita value over that period, it remained at a very low level of less 
than USD 3k. Against this background, attention should be paid to the fact that in 2019, de‑
spite the slowdown in the economic growth dynamics, GDP per capita in China exceeded 
USD 10.3k. The value of GDP per capita in the US leaves no doubt that American citizens 
are much wealthier than the Chinese. Yet, in the long run, domestic savings in the US are 
unable to exceed the magic 20% of GDP, while in China, they are higher than 44% of GDP. 
For China and the US, intertemporal exchange theory does not work; it is China that makes 
its savings available to the US and has a share in funding American investment. Surely the 
argument that explains the increasing external imbalances between the countries with in‑
tertemporal exchange does not hold water in this case.
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Table 7. Economic growth and GDP per capita in China and the United States, 2002–2009 (%, USD)

Specification 2002 2003 2004 2005 2006 2007 2008 2009
China, year‑to‑year 
economic growth 
(%)

9.1 10.0 10.1 11.3 12.7 14.2 9.6 9.2

China, GDP per 
capita (k of USD)

1.15 1.29 1.51 1.77 2.11 2.70 3.47 3.84

USA, year‑to‑year 
economic growth 
(%)

1.7 2.9 3.8 3.5 2.9 1.9 –0.1 –2.5

USA, GDP per 
capita (k of USD)

37.97 39.41 41.63 44.03 46.21 47.87 48.28 47.01

Source: author’s calculations based on World Economic Outlook Database, 2020.

Table 8. Economic growth and GDP per capita in China and the United States, 2010–2019 (%, USD)

Specification 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
China, year‑to‑year 
economic growth 
(%)

10.6 9.5 7.9 7.8 7.3 6.9 6.7 6.9 6.8 6.11

China, GDP 
per capita 
(k of USD)

4.52 5.58 6.33 7.08 7.70 8.17 8.12 8.64 9.92 10.29

USA, year‑to‑year 
economic growth 
(%)

2.56 1.6 2.3 1.8 2.5 2.9 1.6 2.3 3.0 2.2

USA, GDP 
per capita 
(k of USD)

48.40 49.82 51.54 53.03 54.95 56.72 57.81 60.11 63.06 65.25

Source: author’s calculations based on World Economic Outlook Database, 2020.

Conclusions

External imbalances are natural to domestic economies. Countries are unable to off‑
set trade in goods or services or the flows of income to arrive at a zero balance current 
account. From the point of view of economic stability of countries, it is important not 
to exceed safe balance total levels, i.e., ca. +/–4% of GDP between key actors of the 
global economy. Dynamic increases in external imbalances between China and the US, 
referred to as global imbalances, have never been suppressed in any way by these coun‑
tries. China, a country that implements an exports‑driven economic growth model, 
was totally disinterested in doing so while the US did not have the tools for that pur‑
pose. The current international monetary system proved to be completely inefficient 
in this regard. The absence of clearly stated operating principles that are binding For 
all members means there are no procedures/mechanisms that could be activated when 
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there are significant imbalances between countries within the global economy. In oth‑
er words, the current monetary system does not have an efficient adjustment mecha‑
nism to contain excessive current account deficits/surpluses and bring countries back 
to the condition of relative equilibrium (see Fisher 2019). 

Considering the case of China and the US, we cannot use the global theory of in‑
tertemporal exchange to  explain global imbalances because directions of  capital 
flows – from a developing to a developed country – are exactly opposite to what the 
theory proposes. In the absence of any other new solutions for the international mon‑
etary system, we may expect that another episode of escalating external imbalances 
between the countries may trigger the next financial and economic crisis. By the same 
token, it will become a highly imperfect adjustment mechanism for external imbal‑
ances – this is the price that the global economy pays for the full freedom of its rules. 
The truth of these words is confirmed not only by a significant reduction in external 
imbalances in the studied countries, but also by a significant decrease in the interest 
of economists in the subject of global imbalance after the 2008 financial crisis + (most 
of the research in this area was published before 2015). 

References
Adams, Ch., Park, D. (2009), Causes and Consequences of Global Imbalances: Perspec‑

tive from Developing Asia, “Asian Development Bank Economics Working Paper 
Series”, 157, https://doi.org/10.2139/ssrn.1611424 

Alberola, E., Estrada, A., Viani, F. (2020), Global imbalances from a stock perspective: 
The asymmetry between creditors and debtors, “Journal of International Money and 
Finance”, 107, https://doi.org/10.1016/j.jimonfin.2020.102206 

Barrel, R., Holland, D., Hurst, I. (2007), Sustainable Adjustment of Global Imbalances, 
“Studies & Analyses CASE”, 343, https://doi.org/10.2139/ssrn.1436908

Blanchard, O. (2007), Current Account Deficits in Rich Countries, “Working Paper”, 
12925, National Bureau of Economic Research, Cambridge, https://doi.org/10.33 
86/w12925

Bordo, M.D. (2005), Historical perspective on global imbalances, “Working Paper”, 
11383, National Bureau of Economic Research, Cambridge, https://doi.org/10.33 
86/w11383

Borio, C., Disyatat, P. (2010), Global Imbalances and the Financial Crisis: Reassessing 
the Role of International Finance, “Asian Economic Policy Review”, 5 (2), pp. 198–
216, https://doi.org/10.1111/j.1748‑3131.2010.01163.x

Ca” Zorzi, M., Chudik, A., Dieppe, A. (2012), Thousands of models, one story: Current 
account imbalances in the global economy, “Journal of International Money and Fi‑
nance”, 31 (6), pp. 1319–1338, https://doi.org/10.1016/j.jimonfin.2012.02.003

Caballero, R.J., Farhi, E., Gourinchas, P.‑O. (2015), Global Imbalances and Currency 
Wars at the ZLB, “NBER Working Paper”, 21670, National Bureau of Economic Re‑
search, Cambridge, https://doi.org/10.3386/w21670

https://doi.org/10.2139/ssrn.1611424
https://doi.org/10.1016/j.jimonfin.2020.102206
https://doi.org/10.2139/ssrn.1436908
https://doi.org/10.3386/w12925
https://doi.org/10.3386/w12925
https://doi.org/10.3386/w11383
https://doi.org/10.3386/w11383
https://doi.org/10.1111/j.1748-3131.2010.01163.x
https://doi.org/10.1016/j.jimonfin.2012.02.003
https://doi.org/10.3386/w21670


51

The Inefficiency of the Adjustment Mechanism…

Chinn, M.D., Ito, H. (2019), A Requiem for “Blame It on Beijing”: Interpreting Rotating 
Global Current Account Surpluses, “NBER Working Paper”, 26226, National Bureau 
of Economic Research, Cambridge, https://doi.org/10.3386/w26226 

Ciocyte, O., Rojas‑Romagosa, H. (2015), Literature survey on the theoretical explana‑
tions and empirical determinants of current account balances, CPB Netherlands Bu‑
reau for Economic Policy Analysis, The Hague, https://www.cpb.nl/sites/default/fi 
les/publicaties/download/cpb‑background‑document‑literature‑survey‑theoretica 
l‑explanations.pdf (accessed: 21.03.2020).

Clarida, R.H., Goretti, M., Taylor, M.P. (2006), Are There Thresholds of Current Ac‑
count Adjustment in the G7?, Working Paper 12193, http://www.nber.org/papers/w1 
2193 (accessed: 21.03.2020).

Collignon, S. (2006), Adjusting the U.S. Current Account Deficit: What Role for the 
Dollar, Euro and Yen?, “Journal of Asia‑Pacific Business”, 7 (2), pp. 5–26, https:// 
doi.org/10.1300/J098v07n02_02

Coughlin, C.C., Pakko, M.R., Poole, W. (2006), How dangerous is the U.S. current ac‑
count deficit?, “The Regional Economist”, April, pp. 4–9, https://files.stlouisfed.org/fi 
les/htdocs/publications/regional/06/04/account_deficit.pdf (accessed: 20.12.2020). 

Debelle, G., Galati, G. (2005), Current account adjustment and capital flows, “BIS 
Working Papers”, 169, https://doi.org/10.2139/ssrn.781164

De Cecco, M. (2012), Global Imbalances: Past, Present, and Future, “Contributions 
to Political Economy”, 31 (1), pp. 29–50, https://doi.org/10.1093/cpe/bzs001

Devereux, M.B., Genberg, H. (2007), Currency appreciation and current account ad‑
justment, “Journal of International Money and Finance”, 26 (4), pp. 570–586, https:// 
doi.org/10.1016/j.jimonfin.2007.03.008

Dooley, M.P., Folkerts‑Landau, D., Garber, P. (2003), An Essay on the Revived Bretton 
Woods System, “NBER Working Paper”, 9971, National Bureau of Economic Re‑
search, Cambridge, https://doi.org/10.3386/w9971

Duarte, P., Schnabl, G. (2015), Macroeconomic Policy Making, Exchange Rate Adjust‑
ment and Current Account Imbalances in Emerging Markets, “Review of Develop‑
ment Economics”, 19 (3), pp. 531–544, https://doi.org/10.1111/rode.12168

Edwards, S. (2005), Is The U.S. Current Account Deficit Sustainable? If Not, How Costly 
Is Adjustment Likely To Be?, “Brookings Papers on Economic Activity”, 1, pp. 211–
288, https://doi.org/10.1353/eca.2005.0018

Eichengreen, B. (2010), Global Imbalances and the Lessons of Bretton Woods, Cairoli 
Lectures, The MIT Press, Cambridge.

Farhi, E., Gourinchas, P.‑O., Rey, H. (2011), Reforming the International Monetary Sys‑
tem, Centre for Economic Policy Research, London.

Faruqee, H., Laxton, D., Muir, D., Pesenti, P.A. (2007), Smooth Landing or Crash? Mod‑
el‑Based Scenarios of Global Current Account Rebalancing, [in:] R.H. Clarida (ed.), 
G7 Current Account Imbalances: Sustainability and Adjustment, University of Chi‑
cago Press, Chicago, pp. 377–455, https://www.nber.org/system/files/chapters/c01 
23/c0123.pdf (accessed: 20.04.2021)

Federal Reserve Economic Data, Economic Research Division, Federal Reserve Bank 
of St. Louis, China/U.S. Foreign Exchange Rate (DEXCHUS), https://fred.stlouis 
fed.org/series/DEXCHUS (accessed: 12.03.2021).

https://doi.org/10.3386/w26226
https://www.cpb.nl/sites/default/files/publicaties/download/cpb‑background‑document‑literature‑survey‑theoretical‑explanations.pdf
https://www.cpb.nl/sites/default/files/publicaties/download/cpb‑background‑document‑literature‑survey‑theoretical‑explanations.pdf
https://www.cpb.nl/sites/default/files/publicaties/download/cpb‑background‑document‑literature‑survey‑theoretical‑explanations.pdf
http://www.nber.org/papers/w12193
http://www.nber.org/papers/w12193
https://doi.org/10.1300/J098v07n02_02
https://doi.org/10.1300/J098v07n02_02
https://ideas.repec.org/s/fip/fedlre.html
https://files.stlouisfed.org/files/htdocs/publications/regional/06/04/account_deficit.pdf
https://files.stlouisfed.org/files/htdocs/publications/regional/06/04/account_deficit.pdf
https://doi.org/10.2139/ssrn.781164
file:///D:/OneDrive%20-%20Wydawnictwo%20Biblioteka%20Mateusz%20Poradecki/PRACA/Czasopisma/CER/Vol.%2025%2c%201(2022)/TXT/javascript:;
https://doi.org/10.1093/cpe/bzs001
https://doi.org/10.1016/j.jimonfin.2007.03.008
https://doi.org/10.1016/j.jimonfin.2007.03.008
https://doi.org/10.3386/w9971
https://doi.org/10.1111/rode.12168
https://doi.org/10.1353/eca.2005.0018
https://www.nber.org/system/files/chapters/c0123/c0123.pdf
https://www.nber.org/system/files/chapters/c0123/c0123.pdf
https://fred.stlouisfed.org/series/DEXCHUS
https://fred.stlouisfed.org/series/DEXCHUS


52

Małgorzata Janicka

Feldstein, M.S. (2008), Resolving the Global Imbalance: The Dollar and the U.S. Saving 
Rate, “NBER Working Paper” No. 13952, National Bureau of Economic Research, 
Cambridge, https://doi.org/10.3386/w13952

Ferguson, R.W., Jr. (2005), US current account deficit – causes and consequences, “BIS 
Review”, 27, https://www.bis.org/review/r050422b.pdf (accessed: 21.03.2020).

Fisher, R.A. (2019), Global Imbalances: A Job for the G20?, “Discussion Paper”, 18, Ger‑
man Development Institute, Bonn, https://doi.org/10.23661/dp18.2019 

IMF, Group of Twenty (2019), Global Imbalances, IMF Staff Note, G–20 Finance Min‑
isters and Central Bank Governors” Meetings, June 8–9, Fukuoka, https://www.imf 
.org/external/np/g20/pdf/2019/060519b.pdf (accessed: 6.10.2021).

Janicka, M. (2018), Capital flows and External Imbalances in the Eurozone, [in:] S.I. Bu‑
kowski (ed.), Monetary Unions. Background, Advantages and Disadvantages, Nova 
Science Publishers New York, Inc., New York.

Kolerus, Ch. (2021), What Shapes Current Account Adjustment During Recessions?, 
“IMF Working Paper”, 198, https://www.imf.org/‑/media/Files/Publications/WP 
/2021/English/wpiea2021198‑print‑pdf.ashx (accessed: 5.10.2021).

Kregel, J. (2019), Global Imbalances and the Trade War, Policy Note No. 2, Levy Eco‑
nomics Institute of Bard College, Annandale‑on‑Hudson, https://www.levyinstitu 
te.org/pubs/pn_19_2.pdf (accessed: 6.10.2021).

Lane, P., Milesi‑Ferretti, G.M. (2012), External adjustment and the global crisis, “Jour‑
nal of International Economics”, 88 (2), pp. 252–265, https://doi.org/10.1016/j.jinte 
co.2011.12.013

Makin, A.J. (2008), The Inflexible Yuan and Global Imbalances, “Global Economy Jour‑
nal”, 8 (3), https://doi.org/10.2202/1524‑5861.1403

Nasir, M.A., Jackson, K. (2019), An inquiry into exchange rate misalignments as a cause 
of major global trade imbalances, “Journal of Economic Studies”, 46 (4), pp. 902–924, 
https://doi.org/10.1108/JES‑03‑2018‑0102

Nier, E.W., Merrouche, O. (2010), What Caused the Global Financial Crisis? Evidence 
on the Drivers of Financial Imbalances 1999–2007, “IMF Working Paper”, 10/265, 
https://doi.org/10.2139/ssrn.1735474

Obstfeld, M. (2005), America’s Deficit, the World’s Problem, Keynote speech prepared 
for the Twelfth International Conference of the Institute for Monetary and Eco‑
nomic Studies, Bank of Japan, Tokyo, May 30–31, “Monetary and Economic Stud‑
ies” (Special Edition), 23 (S–1), https://eml.berkeley.edu//~obstfeld/KN_Obstfeld 
.PDF (accessed: 26.11.2021).

Obstfeld, M. (2012a), Financial flows, financial crises, and global imbalances, “Journal 
of International Money and Finance”, 31 (3), pp. 469–480, https://doi.org/10.1016 
/j.jimonfin.2011.10.003

Obstfeld, M. (2012b), Does the Current Account Still Matter?, “NBER Working Paper”, 
17877, National Bureau of Economic Research, Cambridge, https://doi.org/10.3386 
/w17877

Obsfeld, M., Rogoff, K. (1994), The intertemporal approach to the current account, 
“NBER Working Paper”, 4893, National Bureau of Economic Research, Cambridge, 
https://doi.org/10.3386/w4893

https://doi.org/10.3386/w13952
https://www.bis.org/review/r050422b.pdf
https://www.bis.org/review/r050422b.pdf (dostęp 21.03.2019)
https://doi.org/10.23661/dp18.2019
https://www.imf.org/external/np/g20/pdf/2019/060519b.pdf
https://www.imf.org/external/np/g20/pdf/2019/060519b.pdf
https://www.imf.org/‑/media/Files/Publications/WP/2021/English/wpiea2021198‑print‑pdf.ashx
https://www.imf.org/‑/media/Files/Publications/WP/2021/English/wpiea2021198‑print‑pdf.ashx
https://www.levyinstitute.org/pubs/pn_19_2.pdf
https://www.levyinstitute.org/pubs/pn_19_2.pdf
https://doi.org/10.1016/j.jinteco.2011.12.013
https://doi.org/10.1016/j.jinteco.2011.12.013
https://doi.org/10.2202/1524-5861.1403
https://doi.org/10.1108/JES-03-2018-0102
https://doi.org/10.2139/ssrn.1735474
https://eml.berkeley.edu//~obstfeld/KN_Obstfeld.PDF
https://eml.berkeley.edu//~obstfeld/KN_Obstfeld.PDF
https://doi.org/10.1016/j.jimonfin.2011.10.003
https://doi.org/10.1016/j.jimonfin.2011.10.003
https://doi.org/10.3386/w17877
https://doi.org/10.3386/w17877
https://doi.org/10.3386/w4893


53

The Inefficiency of the Adjustment Mechanism…

Obstfeld, M., Rogoff, K. (2010), Global Imbalances and the Financial Crisis: Products 
of Common Causes, “CEPR Discussion Paper”, DP7606, https://eml.berkeley.edu/ 
~obstfeld/santabarbara.pdf (accessed: 20.03.2019).

PBC (2021), Purposes and Functions, http://www.pbc.gov.cn/en/3688066/3688080/in 
dex.html (accessed: 12.03.2021).

Summers, L.H. (2004), The U.S. Current Account Deficit and the Global Economy, The 
Per Jacobsson Foundation, Washington, DC, http://www.perjacobsson.org/2004/10 
0304.pdf (accessed: 18.12.2020).

Tao Yang, D. (2012), Aggregate Savings and External Imbalances in China, “Journal 
of Economic Perspectives”, 26 (4), pp. 125–146, https://doi.org/10.1257/jep.26.4.125

Williamson, J. (2006), Why capital account convertibility in India is premature?, “Eco‑
nomic & Political Weekly”, 41  (19), https://www.epw.in/journal/2006/19/capita 
l‑account‑convertibility‑special‑issues‑specials/why‑capital‑account (accessed: 
21.04.2019).

World Economic Outlook Database, 2020, October, https://www.imf.org/en/Pub 
lications/WEO/weo‑database/2020/October (accessed: 16.03.2021).

Xafa, M. (2007), Global Imbalances and Financial Stability, “IMF Working Paper”, 111, 
https://doi.org/10.5089/9781451866759.001

Nieefektywność mechanizmu wyrównawczego 
we współczesnej gospodarce światowej
Przypadek Stanów Zjednoczonych i Chin
We współczesnym międzynarodowym systemie walutowym mechanizm wyrównaw‑
czy nie działa prawidłowo, co utrudnia eliminację nadmiernych nadwyżek/deficytów 
na rachunkach bieżących bilansu płatniczego kluczowych krajów uczestniczących 
w handlu międzynarodowym. Zmiany dostosowawcze następują nie w wyniku pro‑
cesów zachodzących na rynku lub decyzji władz krajowych, ale są przede wszystkim 
efektem wydarzeń kryzysowych w gospodarce globalnej. Celem artykułu jest analiza 
funkcjonowania mechanizmu dostosowawczego we współczesnym międzynarodo‑
wym systemie walutowym oraz uwarunkowań powstawania znaczących nierówno‑
wag na poziomie globalnym (na przykładzie USA–Chiny). Nierównowagi zewnętrzne 
można uznać za immanentną cechę strukturalną współczesnego międzynarodowego 
systemu walutowego. Brak sprawnego mechanizmu wyrównawczego w tym systemie 
prowadzi do potencjalnie cyklicznego powstawania takich nierównowag i ich korygo‑
wania przez wydarzenia kryzysowe. Oznacza to, że okres pokryzysowy może być je‑
dynie etapem przed kolejnym okresem narastania nierównowagi i jej korekty w efek‑
cie wystąpienia zjawisk kryzysowych. Konieczne staje się w tej sytuacji skorygowanie 
dotychczasowych zasad systemu, dzięki czemu działanie mechanizmu wyrównawcze‑
go zostanie usprawnione.

Słowa kluczowe: nierównowaga globalna, gospodarka światowa, mechanizm 
wyrównawczy, USA, Chiny
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