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ABSTRACT

China is the largest developing country in the world and has developed rapidly in
recent years and has been expected to be the most potential economy globally.
However, China has to face the problem of the imbalance of external economics.
China’s foreign exchange reserve has accumulated significantly during the past
twenty years. The foreign exchange reserve has been 2, 800 billion US dollars at the
end of the year 2010, which makes China the top place of the most sufficient foreign
exchange reserve country list. Simultaneously, there is an imbalance of external
economics, which means high ratio of dependence on foreign trade, high trade surplus
and increasing foreign exchange reserve. This paper is an empirical explanation of the
relationship between the foreign trade structure and industrial structure. Vector
Auto-regression Model. Co-integration Test and Granger Causality Test are
selected to study the problem. The results show that the foreign trade structure and
industrial structure are highly relevant to each other, which together contribute to the
accumulated foreign exchange reserve and cause the imbalance of China’s external

gconomics.
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