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InTB, = &, + §,Infd, + 6, 2 control + g, (19)
soc, = ¢y + dInfd, + P, z control + g, (20)
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Financial Development, Demand-side Market Change and Trade Balance
SHI Enyi', ZHANG Wei’, HOU Wenjing'

(1. School of International Trade, Shanxi University of Finance and Economics, Taiyuan 030006, China;
2. Qiao City Branch, Agricultural Bank of China, Bozhou 236800, China)

Abstract: Based on the perspective of financial development, this paper explores the operating mechanism of the effect of finan-
cial development on trade balance through the change of market structure on the demand side, and empirically tests the inter-pro-
vincial panel data from 2000 to 2018. The results show that financial development significantly reduces trade surplus, and the im-
pact of financial development on trade balance is heterogeneous among different natural resource endowments, geographical re-
gions, per capital GDP, and before and after the financial crisis and exchange rate reform. Further research shows that financial
size has an effect on trade balance through consumption market structure, while financial structure has no such intermediary
effect. The research provides policy inspiration for promoting the construction of a strong domestic market and trade power based
on the domestic cycling.

Key Words: financial development; demand-side market structure change; trade balance; exchange rate; household consump-

tion; household income
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