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An Analysis of Sustainability of Financial Deficit in China; 2007—2009

DAI Lei',WANG Xuguo’ , WANG Fei'

(1. School of Economics, Nanjing University, Nanjing 210093, China ;
2. School of Finance, Nanjing Audit University, Nanjing 211815, China)

Abstract: According to government solvent theory, we first analyses the consistency of financial deficit with economic growth
and inflation, and estimate the actual and the sustainable deficit in China based on the above-mentioned theory; then we dis-
cuss the sustainability of financial deficit in China. We find that the financial deficit was sustainable in 2008, but the financial
crisis has led to the rising of financial deficit in 2009. Therefore, the government should moderately reduce the financial deficit
in future to maintain a relative stability of RMB exchange rate, and at the same time, correctly lead people to a better public
expectation with the state of business change for better.
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