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Out of Misleading on Global Re-equilibrium
Wang Guogang
Institute of Finance and Banking, Chinese Academy of Social Sciences

Abstract: Global dis-equilibrium and re-equilibrium becomes a hot topic in international
economy and finance. With the world economy gradually recovers from financial crisis,
re-equilibrium becomes a good excuse of some Western countries for foreign trade protectionism
to constrain the developing countries. International trade equilibrium is the basis for global dis-
equilibrium, but it is wrong both in theory and practice. And it has not been proved in past 200
years since the first Industry Revolution. Global re-equilibrium as a policy trap will lead to
twin-losses. Foreign exchange rate is just a factor, but not the only factor or fundamental
mechanism for dis- equilibrium. With US dollars as the core currency in the international
monetary system, the U.S. is impossible to achieve the foreign trade balance. Trade deficit is the
natural results of its core international currency position.
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