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Closer Linkage between China and 
the World Economy

 Both Liliana and Piero point out that China and the emerging 

economies are tightly linked to each other. 

 China is also closely linked to the developed countries. Greenspan 

argues that the excess savings in China depressed the global long-term 

interest rate, prompted the housing bubble , eventually resulted in the 

global financial crisis. 



The Performance of the Chinese 
Economy Will Have Global Impact

 As pointed out, China’s foreign exchange policy matters 

greatly to the global economy.  Many studies have 

attributed the global current account imbalance to China’s 

misaligned foreign exchange rate: RMB is under valued. 

 Without denying the importance of exchange policy, here 

we want to argue that demographic factors also play a great 

role in determining China’s current account balance. 



Chinese savings rate today is extraoridnary high

It is high

 relative to other 
countries

 relative to its own 
past

 relative to its 
already high 
investment rate



Why do the Chinese save so much?

Wei and Zhang
NBER Working Paper



New explanation?

 Sex ratio imbalance:

 Too many men, too few women

 Nature intended ratio:

 105 boys / 100 girls

 A surge in sex ratio in China

 From 107/100 in 1986 to about 

122/100 today.



Philosophers

Madonna Louise Ciccone Ritchie
(1958- )

“We are living in a material world, 
and I am a material girl.

Some boys try and some boys lie, 
but I don’t let them play.

Only boys who save their pennies, 
make my rainy day”

From Material Girl



Keep up with the “Zhangs”

 From an individual household's 
viewpoint, when the competition for a 
marriage partner is tough, it cannot 
afford to save less than its competitors. 

 Ironically, increased savings does not 
change the total number of men who 
get married in the aggregate. In this 
sense, the increased savings is socially 
inefficient. 



Sexual selection

 Darwin felt that natural 
selection alone was 
unable to account for 
certain types of 
apparently non-
competitive adaptations, 
such as the tail of a male 
peacock. 

 He commented: "The 
sight of a feather in a 
peacock's tail, whenever 
I gaze at it, makes me 
sick!" 
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Sexual selection

 Visits to the National Zoo

 Sexual dimorphism –
evolutionary biology: Males 
try to be more attractive to 
potential mates by making 
themselves physically larger

 Men have tried that before …

 Now they think making their 
bank accounts larger might 
be a little bit more effective 
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Implications on Food Consumption and 

Production

 In a recent study, Prof. Funing Zhong finds that China’s food 

consumption has been rather constant despite rapid income growth. He 

argues that changing energy need as a result of aging population is a 

key cause.  

 Here, we offer an additional demographic explanation. Under 

increasing marriage market pressure, people may spend more money on 

housing and other status goods, thereby reducing the consumption of 

invisible goods, such as food. 

 In rural areas, most women and elderly work on the farm. For the young 

generation, farming is regarded low status and not appealing in the 

marriage market. Very few young men know how to farm their land. 



Impact on Latin American and other Countries

 China’s fixed investment mania , partly driven by increasing sex 

ratio imbalance, means more demand for raw materials from LA. 

 Prof. Cai (2008) and our own study (Zhang, Yang and Wang, 2009) 

find that China has entered the new paradigm of labor shortage as 

the population dividend as a result of the one-child policy has 

running out. Thus, the labor-intensive model of industrialization will 

change. Will China shift its manufacturing base to other developing 

countries?

 LA and other countries should pay a close attention to China’s 

demographic change and policies. 



(CA-Gov Savings)/GDP vs. Sex Ratio in 
2006


