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Section 2  International comparison of the current account balance structure 

1. Current account balance trend in Japan 

   In the previous section, we looked at Japan’s current account balance on an item-by-item basis. In 

this section, we will look at the overall picture of the current account balance and compare Japan and 

other major countries and identify differences in terms of the characteristics of the current account 

balance. 

   In 2014, Japan registered a current account surplus of 2,645.8 billion yen, which was the smallest 

surplus since 1985, the oldest year with which comparison is possible, and which represented the fourth 

consecutive annual decline (Figure I-1-2-1-1). Looking at the trend since 2000, the current account 

surplus continued to grow from 2001 onwards and grew to a record high of 24,949 billion yen in 2007. 

However, as a result of the effects of the global economic crisis that was triggered by the collapse of 

Lehman Brothers (Lehman Shock), the current account surplus shrank for two consecutive years in 2008 

and 2009. Subsequently, the current account surplus grew again in 2010, but then, it has continued to 

shrink as a result of the trade deficit caused by a steep increase in imports of mineral fuels due to the 

effects of the Great East Japan Earthquake in 2011. As shown by this, the shrinkage of the current 

account surplus in recent years is attributable mainly to the trade balance swinging from surplus into 

deficit. 

 

Figure I-1-2-1-1  Changes in account balance (2000-2014) 

 

 

   Meanwhile, on a monthly basis (after seasonal adjustment), the current account balance were in 

deficit in the early months of 2014 because a last-minute surge in demand before the consumption tax 

hike implemented in April 2014 worked to expand the trade deficit. However, in April and later, the 
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Source: Balance of Payments (MOF). 
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current account balance returned to surplus thanks to the shrinkage of the trade deficit. Although the 

current account balance was in deficit in July and August, it then registered a surplus for seven 

consecutive months until March 2015 (Figure I-1-2-1-2). In January 2015, the trade balance swung back 

into surplus for the first time in 40 months, or since September 2011 (on the basis of international balance 

of payments statistics compiled by the Ministry of Finance3), indicating that the balance is basically 

improving. Although the trade balance fell back into deficit temporarily in February, this was 

presumably caused by the effects of the Spring Festival (Chinese Lunar New Year) (see Column 1). 

 

Figure I-1-2-1-2  Changes in account balance (seasonally adjusted; Jan. 2014-Mar. 2015) 

 

 

2. Major countries’ current account balance structures 

(1) Relationship between the current account balance and the trade balance in major countries 

   Next, we will compare Japan and six other major countries in terms of the current account balance 

structure. The countries compared are the United States, the United Kingdom, France, Germany and 

China, which are among the largest countries in GDP size, and the Republic of Korea, a major 

neighboring country. The comparison is made in terms of the outward investment position and the rate 

of return on investment on a dollar basis between 2005 and 2013 in order to make clear how the countries 

earn income abroad and changes in the way they do so. 

   Regarding the relationship between the current account balance and the trade balance, the trend lines 

of change in the current account balance and the trade balance as a share of GDP run in parallel with the 

                                                      
3 The trade balance in the Trade Statistics and the trade balance in the international balance of payments are 

different from each other due to a difference in the representation method. Since the import value is 

represented as larger in the Trade Statistics, the trade deficit as shown in this data tends to be larger. 
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45 degree line for many countries. This indicates that the trade balance has a significant impact on the 

current account balance in the countries compared. Regarding the distance between plot points, the 

distance is longest for the period between 2008, the year of the Lehman Shock, and 2009 in the case of 

around half of the countries compared. As for changes concerning the countries compared from 2008 to 

2009, the trade balance as a share of GDP moved in the positive direction for the United States, the 

United Kingdom and France, while it moved in the negative direction for Germany and China. For Japan, 

there was little change from 2008 to 2009, but since 2011, the trade balance as a share of GDP has 

moved in the negative direction due to an increase in the import value caused by the effects of the Great 

East Japan Earthquake (Figure I-1-2-2-1). 

 

Figure I-1-2-2-1  Changes in share of trade balance in GDP and share of current account 

balance in GDP by country between 2005 and 2013 

 

 

(2) The current account balance trend in major countries 
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1. Data between 2005 and 2013 are plotted in a chronological order (white dots represent data in 2013). 

2. Red dots represent data in 2008 and the changes between 2008 and 2009 are shown by red arrows. 

Source: BPO, IFS (IMF). 
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   Next, we will look at changes in the countries’ current account balance structures. 

   The countries can be divided into two types by whether their trade balance was in surplus or deficit. 

The first group of countries, whose trade balance and primary income balance were in surplus but whose 

services account balance was in deficit, is comprised of Japan (in the 2000s), Germany and the Republic 

of Korea (in the 2010s) (Figures I-1-2-2-2, I-1-2-2-6 and I-1-2-2-8). As a result of their large trade 

surplus, these countries were also registering a current account surplus. The second group, whose trade 

balance was in deficit but whose services account balance and primary income balance were in surplus, 

is comprised of the United States, the United Kingdom (in the 2000s) and France (Figures I-1-2-2-3, I-

1-2-2-4 and I-1-2-2-5). Although these countries’ services account balance and primary income balance 

were in surplus, the surplus amount was insufficient to offset their trade deficit, with the result that their 

current account balance was in deficit. 

   Looking at the current account balance chronologically, what is notable since 2005 is a change that 

occurred around the time of the Lehman Shock in 2008. Until then, the world remained in the state of a 

so-called global imbalance, which referred to the situation of the United States registering a large current 

account deficit while China and some other countries continued to record a current account surplus. 

However, after the Lehman Shock, the U.S. current account deficit shrank due to a reduced trade deficit, 

while the Chinese current account surplus declined as a result of a smaller trade surplus. 

   In addition, there were also interesting changes in the current account balance structures of the 

United Kingdom, China and the Republic of Korea. The U.K. primary income balance fell into deficit, 

whereas the Chinese deficits in the primary income and services account balances expanded. The Korean 

primary income balance swung into surplus. Below, we will look at the changes in the current account 

balance structures of the three countries more closely. 
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Figure I-1-2-2-2  Changes in Japan's current account balance 

 

 

Figure I-1-2-2-3  Changes in United States' current account balance 
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Figure I-1-2-2-4  Changes in United Kingdom's current account balance 

 

 

Figure I-1-2-2-5  Changes in France's current account balance 
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Figure I-1-2-2-6  Changes in Germany's current account balance 

 

 

Figure I-1-2-2-7  Changes in China's current account balance 
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Figure I-1-2-2-8  Changes in ROK's current account balance 

 

 

(3) Countries whose current account balance structure have undergone change 

(United Kingdom) 

   The U.K. primary income surplus shrank after peaking in 2008 and the primary income account was 

almost balanced in 2012 and swung into deficit in 2013. 

   A factor breakdown of the primary income balance shows that the deficit in the portfolio investment 

income balance started to grow around 2008 and that direct investment income has been decreasing 

since peaking in 2011. According to a breakdown of the investment income balance into receipts and 

payments, a decline in the receipt of reinvested earnings is a factor contributing to the decrease in direct 

investment income while a drop in the receipt of interest on medium- and long-term bonds and an 

increase in the payment of dividends are factors contributing to the growing deficit in the portfolio 

investment income balance (Figures I-1-2-2-9, I-1-2-2-10 and I-1-2-2-11). 

 

(Billion dollars) 

(Year) 

Trade balance Services account balance Primary income balance 
Secondary income balance Current account balance 

Source: BOP (IMF) 



37 

Figure I-1-2-2-9  Changes in United Kingdom's primary income balance 
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Figure I-1-2-2-10  Changes in United Kingdom's direct investment income 

 

 

Figure I-1-2-2-11  Changes in United Kingdom's portfolio investment income 

 

 

(China) 

   The Chinese primary income balance swung into surplus in 2007, before falling into deficit again in 
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2009, and since then, the deficit amount has been growing. 

   The growing deficit in the primary income balance is due to an expansion of the deficit in the direct 

investment income balance. The payments of both dividends and withdrawals from income of quasi-

corporations and reinvested earnings have been on an uptrend. In particular, the payment of reinvested 

earnings grew at an increasing pace from 2009 onwards, and after peaking in 2011, the payment has 

stayed stable since 2012 (Figures I-1-2-2-12 and I-1-2-2-13). 

   Meanwhile, the deficit amount has continued to grow since the services account balance fell into 

deficit in 2009. A breakdown of the services account balance shows that the deficits in the balances 

relating to transport and travel have been growing. The growth in the deficit in the balance relating to 

transport was caused mainly by an increase in the payment of charges for ocean transport (freight), while 

the growth in the deficit in the balance relating to travel is attributed mainly to an increase in payments 

(Figures I-1-2-2-14, I-1-2-2-15 and I-1-2-2-16). 

 

Figure I-1-2-2-12  Changes in China's primary income balance 
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Figure I-1-2-2-13  Changes in China's direct investment income 
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Figure I-1-2-2-14  Changes in China's services account balance 

 

 

Figure I-1-2-2-15  Changes in China's balance relating to transport 
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Figure I-1-2-2-16  Changes in China's balance relating to travel 

 

 

(The Republic of Korea) 

   The Korean primary income balance swung into surplus in 2010. 

   The main cause of this improvement was the fact that the direct investment income balance turned 

into surplus. A breakdown of the direct investment income balance shows that payments of reinvested 

earnings and dividends and withdrawals from income of quasi-corporations remained little changed but 

that receipts thereof increased substantially. (Figures I-1-2-2-17 and I-1-2-2-18). 
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Figure I-1-2-2-17  Changes in ROK's primary income balance 
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Figure I-1-2-2-18  Changes in ROK's direct investment income 

 

 

(4) Summary 

   As described above, the comparison of the countries in terms of the current account balance structure 

indicates that they can be classified into two groups according to the trade balance position. The first 

group is comprised of countries registering a current account surplus due to a trade surplus, namely 

Japan (in the 2000s), Germany and The Republic of Korea (in the 2010s).  The second group is 

comprised of countries registering a current account deficit due to a large trade deficit, namely the 

United States, the United Kingdom (in the 2000s) and France. 

   However, the current account balance structure is not something that never changes. A change in the 

structure has occurred in the United Kingdom (the primary income balance swinging into surplus), 

China (the services account and primary income balances falling into deficit) and the Republic of Korea 

(the primary income balance turning into surplus). Meanwhile, Japan’s current account surplus has been 

shrinking because of the expansion of the trade deficit, a trend which has raised awareness about Japan’s 

competitiveness in cross-border activities. 

   From the perspective of competitiveness in cross-border activities, attention mostly focuses on the 

trade balance as an indicator of “competitiveness in export” and the primary income balance as an 

indicator of “competitiveness of Japanese multinationals” in particular. However, from that perspective, 

it is more appropriate to look at the export value and the receipts of income, so in our analysis, we will 

examine countries’ income balance in terms of receipts in the export value and the primary income 

balance receipt. 

   If we look at the relationship between the export value and the direct investment income receipt as 

a share of GDP in order to compare the countries’ income balance, we can see that their ways of earning 
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income are different (Figure I-1-3-1-19). In light of what has already been examined above, this 

indicates that while exports have a significant impact on countries’ income, some countries are also 

well-prepared to earn income through direct income. 

   The income balances of Japan, France and Germany are similar to the average among the top 20 

countries in terms of GDP size, which account for around 80% of global GDP, but the United States and 

the United Kingdom earn more through the receipt of direct investment income than through exports 

compared with the average while China and the Republic of Korea earn more through exports. 

   As for time-sequential changes in the income balance, changes occurred around 2008, when the 

Lehman Shock occurred. From 2007 to 2008, the receipt of direct investment income as a share of GDP 

declined in Japan, the United Kingdom, Germany and France. From 2008 to 2009, the export value as a 

share of GDP declined in all major countries due to the impact of the global economic crisis. However, 

in most countries, neither the export value as a share of GDP nor the receipt of direct investment income 

as a share of GDP in 2013 was significantly different from the levels in 2007, before the global economic 

crisis. 

   In the United Kingdom, China and the Republic of Korea, there was a significant change in either 

or both of these indicators. In the United Kingdom, the receipt of direct investment income as a share of 

GDP declined in 2008 because of the global economic crisis and has remained at around the 2008 level 

since then, meaning that the proportion of the receipt of direct investment income in the balance of 

income earned abroad has decreased. Although the receipt of direct investment income as a share of 

GDP recovered to the 2007 level temporarily in 2011, it fell back to the 2008 level in 2012 and remained 

there later. In China, the export value as a share of GDP declined in 2008 due to the global economic 

crisis and has remained at around the 2008 level since then. However, as China’s receipt of direct 

investment income as a share of GDP has declined, the income balance (represented by the incline of 

the line between the datum point and the indicator value point) has not changed significantly. In the 

Republic of Korea, the export value as a share of GDP increased from 2008 onwards, while the receipt 

of direct investment income as a share of GDP also increased in 2010. Since 2011, both of these 

indicators have remained stable. As a result, while the export value still has a large proportion in the 

income balance, the proportion of the receipt of direct investment income was larger in 2013 than in 

2007. 

   Above, we examined changes in the export value as a share of GDP as an indicator of 

“competitiveness in export” and the receipt of direct investment income as a share of GDP as an 

indicator of “competitiveness of Japanese multinationals. In Part II and later, we will analyze in more 

detail “competitiveness in export” and “competitiveness of Japanese multinationals” and also 

“competitiveness in attracting people and enterprises” as indicators of the ability to enhance Japan’s 

growth potential. 

 

Figure I-1-2-2-19  Changes in share of export value in GDP and share of direct investment 
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income (receipt) in GDP by country between 2005 and 2013 

 

 

 

 

Column 

1. Impact of the Spring Festival (Chinese Lunar New Year) on Import and Export Volumes 

( seasonally adjusted) 

(1) Overview 

   During the January-March quarter of 2015, the value of exports from Japan increased substantially 

in January, followed by a steep decline in February and a rebound in March. In particular, concerning 

exports to Asia, the export value fluctuated wildly, rising 9.6% in January from the previous month after 

seasonal adjustment and plunging 8.7% in February. As for imports, the volume of imports from Asia 

increased 7.8% in February from the previous month after seasonal adjustment, followed by a plunge of 

19.8% in March (Column Figure 1-1). It is said that the impact of the Spring Festival season in China 

and other economies is a factor behind this volatility. However, these are seasonally adjusted figures, 

which should exclude seasonal factors, including the Spring Festival. Why has the impact of the Spring 

Festival season not been excluded? What are the characteristics of its impact? 
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Column Figure 1-1  Changes in trade indices (seasonally adjusted) 

 

 

   The Spring Festival refers to the Chinese Lunar New Year. In China in particular, there is the custom 

of celebrating the beginning of the new year according to the lunar calendar, rather than the usual 

Gregorian calendar. Under the lunar calendar, a week starting from New Year’s Eve is a holiday period, 

during which many people return to their home towns or travel abroad. Consequently, production at 

factories is halted and distribution of goods slows down around this time of the year. Moreover, customs 

clearance is suspended in some cases, so exporters from Japan tend to deliver goods at a timing to avoid 

arrival in China around the Spring Festival season. When the Spring Festival season has ended, resolving 

the distribution bottleneck, exports are resumed. 

   The Spring Festival also has a significant impact on imports from China. The volume of goods 

imported from China to Japan declines due to the slowdown in production and distribution activities. 

As a result, around the Spring Festival season, the volume of imports from China drops considerably 

compared with at other times as well as with the volume of imports from other countries (Column Figure 

1-2). 

   The timing of the Chinese Lunar New Year varies from year to year under the Gregorian calendar. 

In some years, the new year begins as early as around January 20 under the Gregorian calendar, while 

in other years, it begins as late as February 20. Accordingly, the timing of fluctuations in imports and 

exports caused by the impact of the Spring Festival season varies from year to year (Column Table 1-

3). 
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Column Figure 1-2  Impact of the Spring Festival season on Japan's trade with China 

 

 

 

Column Table 1-3  Time of the Spring Festival season 

Time of the Spring Festival season Time of the Spring Festival season 

January 28, 1998 February 18, 2007 

February 16, 1999 February 7, 2008 

February 5, 2000 January 26, 2009 

January 24, 2001 February 14, 2010 

February 12, 2002 February 3, 2011 

February 1, 2003 January 23, 2012 

January 22, 2004 February 10, 2013 

February 9, 2005 January 31, 2014 

January 29, 2006 February 19, 2015 

 

(2) Impact of the Spring Festival on imports to and exports from China (raw data) 

   Column Figure 1-4 shows the levels of the actual volumes (raw data) of imports from and exports 

to China in relation to the timing of the Spring Festival season in order to indicate the impact of changes 

in the Spring Festival season’s timing. 

   First, we will examine the impact of changes in the season’s timing on the export volume in January. 

If the average export volume in January to March is used as a base figure of 100, the export volume in 

January between 1998 and 2015 averaged only 83.9. This presumably reflects the fact that in many years, 

the period of slow export activity before the Spring Festival season comes in January, resulting in a low 

level of exports compared with other months4. 

   However, if the Spring Festival season comes in early February or later, a portion of the period of 

slow export activity overlaps February, and the margin of reduction of the export volume in January 

narrows accordingly. If the Spring Festival Season comes in mid-February or later, most of the period 

of slow export activity overlaps February, significantly narrowing the margin of reduction of the export 

volume in January. Indeed, in 2015, when the Spring Festival season came very late, the export volume 

indicator in January was 97.6 against the base of 100, representing a very high level compared with in 

                                                      
4 Given that the number of business days in January in Japan is reduced by the presence of the New Year’s 

Holidays, the low level of exports in January cannot be attributed entirely to the Spring Festival season. 
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usual years. 

 

Column Figure 1-4  Time of the Spring Festival season, and indices of the volumes (raw data) 

of imports from and exports to China 

 
Source: MOF, CAO. 

*Dotted lines represent the average value per month (100) between January and March, while bold lines 

represent the average indices of target months between 1998 and 2015. 
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(3) Impact of the Spring Festival on imports from and exports to Asia (after seasonal adjustment) 

   Although these fluctuations are a sort of seasonal factor, they are not reflected in the calculation of 

seasonally adjusted figures in many cases5. As a result, the impact of the Spring Festival season remains 

in seasonally adjusted data to a considerable degree. Column Figure 1-5 shows month-to-month changes 

in figures obtained through the seasonal adjustment, made by the Cabinet Office, of the indicator of 

exports to Asia in the Trade Statistics prepared by the Ministry of Finance6. The figures for January 

indicate a tendency that the later the Spring Festival season comes, the larger the month-to-month growth 

is. However, this does not necessarily mean that the later the Spring Festival season starts, the larger the 

export volume in January before seasonal adjustment is. It is possible that the export volume is inflated 

by the seasonal adjustment because the actual volume in a January when the Spring Festival season 

starts late is larger than in a usual January when the volume is low because of the impact of the festival. 

   Likewise, we will examine changes in the export volume in February. Against the base figure of 100 

that represents the average in January to March, the indicator of China-bound export volume in February 

averaged 97.1, a high level compared with the export volume in January. This presumably reflects a 

tendency that exports in February do not decline much because in many years, the period of slow export 

activity before the Spring Festival season ends by the end of January. However, when the Spring Festival 

season arrives in mid-February or later, a portion of the period of slow export activity overlaps February, 

resulting in a very low level of exports compared with in usual years. 

   In this case, there is a tendency that the later the Spring Festival season comes, the larger the month-

to-month decline in a seasonally adjusted export volume in February is. This is attributable to the fact 

that although the export volume before seasonal adjustment actually declines due to slowdown in export 

activity, the process of seasonal adjustment fails to completely exclude the impact of the Spring Festival 

season. It must be kept in mind that a fall in exports in February compared with January does not 

necessarily indicate a weakness of the underlying export trend. 

   The indicator of China-bound export volume in March apparently has little relation to the timing of 

the Spring Festival season. That is because the Spring Festival season arrives in late February at the 

latest, which means that the period of slow export activity before the Spring Festival never occurs in 

March7. 

   However, it appears that the later the Spring Festival season begins, the larger the month-to-month 

                                                      
5 Neither the seasonally adjusted import and export values (prepared by the Ministry of Finance), the 

seasonally adjusted import and export volumes (prepared by the Cabinet Office) nor the seasonally adjusted 

real imports and exports (prepared by the Bank of Japan) factor the impact of the Spring Festival season into 

the seasonal adjustment. 
6 Here, we used the indicator of the seasonally adjusted Asia-bound export volume, rather than the indicator 

of China-bound exports, because the seasonally adjusted export volume indicator in the Monthly Economic 

Report prepared by the Cabinet Office is available only concerning exports to the United States, the European 

Union and Asia. It should also be noted that the impact of the Spring Festival season on trade with Asian 

countries other than China appears in a different way from the impact on trade with China (Column Table 1-

2) because of differences in the number of Spring Festival holidays and the number of days required for 
transport. 
7 Therefore, the export volume indicator in March between 1998 and 2015 averaged 119.1, a high level 

compared with the base of 100 that represents the average for January-March. 
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rise in the indicator of Asia-bound export volume in March is. This is presumably because the export 

volume in February is underrepresented due to seasonal adjustment, which causes the volume in March 

to appear larger in comparison. 

   As for imports, the impact of the Spring Festival season appears with a time lag of about one month 

from the impact on exports. In many years, a portion of the period of slowdown in import activity 

overlaps February, with the result that the import volume in February is low compared with the average 

in January-March8. When the Spring Festival season comes early, most of the period of slow import 

activity overlaps February, resulting in a low level of imports in the month. Meanwhile, there is a 

tendency that the later the Spring Festival season starts, the larger the import volume in February is and 

the lower the import volume in March is. 

   Reflecting this trend, after seasonal adjustment, the import volume in February appears to increase 

on a month-to-month basis when the Spring Festival season starts late, while the import volume in March 

appears to decline. However, like the trend in seasonally adjusted exports on a month-to-month basis, 

this probably does not reflect the underlying trend of actual imports. 

 

                                                      
8 The indicator of the volume of imports from China in February is 83.8, compared with the base of 100 that 

represents the average for January-March. 
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Column Figure 1-5  Time of the Spring Festival season and indices of the volumes (seasonally 

adjusted) of imports from and exports to Asia (month-to-month changes) 

 

Source: MOF, CAO. 

 

   Column Table 1-6 summarizes the impact of the Spring Festival season on imports from and exports 

to Asia. 

Exports volume indices to Asia  

(Mar., month-to-month changes) 

(Month-to-month changes, %) 
Exports volume indices to Asia 

(Jan., month-to-month 

changes) 

(Month-to-month changes, %) 
Imports volume indices from Asia 

(Jan., month-to-month changes) 

(Month-to-month changes, %) 
Exports volume indices to 

Asia 

(Feb., month-to-month 

changes) 

(Month-to-month changes, %) 
Imports volume indices 

from Asia 

(Feb., month-to-month 

changes) 

(Time of the Chinese Lunar New Year) (Time of the Chinese Lunar New Year) 

(Time of the Chinese Lunar New Year) (Time of the Chinese Lunar New Year) 

Imports volume indices from Asia  

(Mar., month-to-month changes) 

(Time of the Chinese Lunar New Year) (Time of the Chinese Lunar New Year) 
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Column Table 1-6  Time of the Spring Festival season and its impact on Japan's volumes of 

imports from and exports to Asia 

 When the Spring Festival season 

comes early 

When the Spring Festival season 

comes late 

Exports volume 

January: Decrease January: Increase 

February: Increase February: Decrease 

March: Decrease March: Increase 

Imports volume 

January: No effect January: No effect 

February: Decrease February: Increase 

March: Increase March: Decrease 

*All data show the tendencies based on the seasonally adjusted values. 

 

(4) Summary 

   As shown above, the effects of seasonal factors such as the Spring Festival season often remain in 

seasonally adjusted figures in import and export statistics. As it is technically difficult to strictly exclude 

the effects of the Spring Festival, it will continue to be inevitable that statistical figures fluctuate 

significantly depending on the timing of the Spring Festival season. When making judgment concerning 

statistics, it is necessary to carefully examine changes that are actually occurring through means such as 

averaging the figures during a period of volatile changes by taking account of the trends that were 

discussed above. 

 


