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Financial Development, Fiscal Expenditure and Current Account Adjustment
Research based on Panel ARDL Model

LIU Fang, SUN Nuan

(School of Economics and Management, Yunnan Normal University , Kunming, Yunnan 650500, China)

Abstract : Using the panel data set of China$ 31 provinces over the period from 2007 —2016, and the panel au-
toregressive distributed lag model, this paper aims to examine the relationship between financial development ,fiscal
expenditure and current account balance in the long and short — term. The results of the regression show that finan-
cial development and fiscal expenditure has significantly negative , positive effects on the current account balance re-
spectively in the long run;in the short term,the increase in fiscal expenditure will reduce the current account bal-
ance , while financial development will not have a significant effect. Therefore, in the process of continuous adjust-
ment of the current account surplus in China,all regions should make full use of market — based financial means to
replace the administrative financial means and ensure the balance of current account continues.

Key words: financial development;fiscal expenditure ;panel ARDL ;cross section correlation test
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