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Liquidity Surplus., Trade Credit and
Durative Trade Surplus

——Empirical Study Based on Monetary
Policy Affecting Trade in China

LU Jia, WANG Yi-zhong, JIN Xue-Jun

(School of Economics, Zhejiang University, Hangzhou 310027, China)

Abstract: To find why there exists durative trade surplus when liquidity
is superfluous in China, the paper tries to bring trade credit into the analyti-
cal framework of monetary policy conduction mechanism. Our empirical test
confirms that owing to trade credit and exchange rate, money supply has a
significant effect on trade balance. The paper proposes an explanation of the
puzzle, namely, why there exists durative international trade surplus when
liquidity is superfluous. Constrictive monetary policy and RMB appreciation
will help to eliminate the conflict between inside equilibrium and outside e-
quilibrium.

Key words: liquidity surplus;trade surplus;trade credit;exchange rate
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