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Twin Deficits Hypothesis: Literature Reviews and Comments
ZHANG Shao-hua
(School of Economics and Management, Zhejiang Sci-Tech University, Hangzhou 310018, China)

Abstract: In the field of international macro-economics research, “twin deficits” refer to attendant
phenomenon of financial deficit and current-account deficit. In 1980s, scholars based on linkage phenome-
non of U. S. budget deficit and current-account deficit, put forward the “twin deficits hypothesis. ” This
paper systematically analyzes historical background, the theoretical values and policy implications of “twin
deficits hypothesis”, then summarizes relevant important literatures from theoretical and empirical resear-
ches, finally generalizes and summaries four theoretical hypotheses. This paper has significant reference
value for further carrying out researches of this field and macroeconomic policy under open conditions.

Key words: Twin Deficits Hypothesis; Twin Divergence Hypothesis; Ricardian Equivalence; fiscal

consolidation; economic management
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