TRADE DEFICIT
A trade deficit is an economic measure of international trade in which a country's imports exceed its exports. A trade
deficit represents an outflow of domestic currency to foreign markets. A trade deficit typically occurs when a country fails
to produce enough goods for its.

For example, a country with a large trade deficit is essentially borrowing money to purchase goods and
services, but a country with a large trade surplus is essentially doing the opposite. Indeed, just a few years
after the end of the Bretton Woods system, the U. China entered the world stage as a manufacturing
powerhouse in the past decades, thanks to the global shifting of comparative advantage. Of course, if a nation
relies heavily on imported manufactured goods and exports only raw materials, then persistent trade deficits
may lead to declining employment in manufacturing. While you will retain all of your ownership rights in any
comment you submit, posting comments means you grant the St. Imports also include services. Then we will
look specifically at the case of China. In this way, countries' trade balances would balance out. If imports are
greater than exports, it is sometimes called an unfavourable balance of trade. Foreign holdings of U. It also
counts travel, fares, and other passenger transportation tolls purchased while traveling. A trade deficit is not
necessarily detrimental, because it often corrects itself over time. This outcome resulted from the historical
strength of the U. The latest: The U. His research interests include macroeconomics and the Chinese economy.
He was the principal author of a proposal â€” the so-called Keynes Plan â€” for an International Clearing
Union. It shows only revenue items. A trade deficit also occurs when companies manufacture in other
countries. Manufacturing employment in the U. We reserve the right to remove or not publish inappropriate
comments. Louis Fed will be free to use any ideas, concepts, artwork, inventions, developments, suggestions
or techniques embodied in your comments for any purpose whatsoever, with or without attribution, and
without compensation to you. Between the lines: Despite the dubious merit of the trade deficit as a useful
barometer of the health of a trade relationship, Trump's obsession with the number has led to strained relations
with key allies. A fast-growing economy might import more, as it expands, so its residents may consume more
than the country can produce. However, instead of going out of business, firms with labor-intensive
technologies can move abroad where labor is still cheap, such as China and India. Failure for them to do so
could have serious consequences. A trade deficit may also indicate that the country's residents are feeling
confident and wealthy enough to buy more than the country produces. However, it may be in one form or
another including the possible tradeoff of foreign control of assets. In the late s and early s, the U. After the U.
Treasury securities also started to increase in the early s immediately following the end of the Bretton Woods
system. Bastiat predicted that a successful, growing economy would result in greater trade deficits, and an
unsuccessful, shrinking economy would result in lower trade deficits.

