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Abstract

Improved terms of trade mean higher export prices or lower import prices, which
results in higher trade surpluses or lower trade balance deficits. Under the premise of an
increase in national income, increases in consumption is less than that in income and the
private savings will increase. This paper analyzes China’s income terms of trade and private
savings rate from 2000 to 2019, summarizes the relevant literature on terms of trade and
current account, and further establishes economic models to explore the factors affecting
private savings through empirical analysis. The results showed that for every 1 per cent
increase in China’s income terms of trade, the private savings rates increased by 0.45 per
cent, but the effects went opposite after the 2008 global financial crisis. Based on this
conclusion, this paper suggests that China should pay more attention to improving
independent innovation and optimizing trade structure when it conducts foreign trade
activities.
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