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Excessive Trade Surplus Amid Insufficient Domestic Demand: Promoting
China's Economic Rebalancing Helps Counter the Tariff War

Abstract: This paper takes the recent intensification of Trump 2.0 trade policies and the changes
in the external economic and trade environment as the background. It systematically observes the
characteristics of China’s surging trade surplus and structural external imbalances during her 14th
Five-Year Plan period. It also analyzes the rooting causes of these characteristics from both
international and domestic perspectives, especially focusing on the domestic economic pattern of
strong supply verses relatively weak demand. It further explores the policy options for countering
the US tariff war and promoting domestic economic rebalancing. In response to the current
situation where Trump is increasingly provoking a tariff war, China should adopt a dual approach
of countering bullying and opposing decoupling. This includes joining hands with BRICS
members, developing countries, and non-US Western countries (i.e., the traditional US allies) to
resist the US tariff war policies. Meanwhile, China should enhance its economic and industrial
technological levels and consolidate the momentum of productivity catch-up. Especially it should
confront the internal and external imbalances caused by insufficient domestic demand and weak
consumption, and vigorously implement a rebalancing strategy through increasing household
income, promoting consumption and expanding domestic demand. This will solidify the
foundation for China's sustained economic development and thereby more effectively counter the
US unilateral trade policies and better cope with external environmental changes.
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BB A FTREA R, WREE IR 2 2 BRI SBIA Rk, SCRLIE I A% 1% 4t il A ) v] RE s
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IS USTR: “Reciprocal Tariff Calculations”, https://ustr.gov/issue-areas/reciprocal-tariff-calculations
16 Assuming that offsetting exchange rate and general equilibrium effects are small enough to be ignored:+-++*
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1 5 BURIE DI
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