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		It is unclear whether the exceptionally high U.S. current account deficit can be sustained for a prolonged period. In this paper we approach the topic whether a gradual adjustment or a pronounced reduction of the deficit is likely to occur. We therefore characterize the dynamics of the current account deficit movements by a three-regime Markov-Switching model. Our finding is that it is possible to distinguish a regime of a strong increasing deficit, a just slightly increasing deficit and a regime of a deficit reduction. Furthermore we find that movements of the deficit are asymmetric. Whereas expansions of the current account deficit are long lasting, reductions of the deficit are rather short. This implies that a pronounced reduction is not likely to occur. Secondly we try to uncover determinants of regime shifts of the current account. Applying ordered Logit models we conclude that a combination of U.S. inflation, U.S. investment and share prices predicts pronounced changes in the current account deficit quite reliably. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Markov-Switching Model, Ordered Logit, Indicators

	
	

	
    

    
	

	
	
		JEL Classification: C22, C25, F32

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Middendorf,  Torge and Schmidt,  Torsten, Characterizing Movements of the U.S. Current Account Deficit (2004). RWI: Discussion Paper No. 24,  Available at SSRN: https://ssrn.com/abstract=628461 or http://dx.doi.org/10.2139/ssrn.628461 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Torge Middendorf

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Rhine-Westphalia Institute for Economic Research (RWI-Essen)  ( email )

			

			
			
				
				
				
					Hohenzollernstr. 1-3
45128 Essen
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Torsten Schmidt (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Rhine-Westphalia Institute for Economic Research (RWI)  ( email )

			

			
			
				
				
				
					45128 Essen
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      164

			

		
		
		
			Abstract Views

			    1,237

		

		
		 
		
			Rank

			  329,229

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       32 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              984

                                    

                                    
                                        PAPERS

                                           24,637

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Country Portfolios

                        
                            By
                                
                                
                                    
                                    Aart Kraay, 
                                    
                                
                                    
                                    Norman Loayza, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Global Versus Country-Specific Productivity Shocks and the Current      Account

                        
                            By
                                
                                
                                    
                                    Reuven Glick
                                     and 
                                
                                    
                                    Kenneth Rogoff
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Country Portfolios

                        
                            By
                                
                                
                                    
                                    Aart Kraay, 
                                    
                                
                                    
                                    Norman Loayza, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Current Accounts in Debtor and Creditor Countries

                            
                                By
                                    
                                    
                                        
                                        Aart Kraay
                                         and 
                                    
                                        
                                        Jaume Ventura
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Medium-Term Determinants of Current Accounts in Industrial and Developing Countries: An Empirical Exploration

                            
                                By
                                    
                                    
                                        
                                        Menzie David Chinn
                                         and 
                                    
                                        
                                        Eswar S. Prasad
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Medium-Term Determinants of Current Accounts in Industrial and Developing Countries: An Empirical Exploration

                            
                                By
                                    
                                    
                                        
                                        Menzie David Chinn
                                         and 
                                    
                                        
                                        Eswar S. Prasad
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Medium-Term Determinants of Current Accounts in Industrial and Developing Countries: An Empirical Exploration

                            
                                By
                                    
                                    
                                        
                                        Menzie David Chinn
                                         and 
                                    
                                        
                                        Eswar S. Prasad
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Aggregate Spending and the Terms of Trade: Is There a Laursen-Metzler Effect?

                            
                                By
                                    
                                    
                                        
                                        Maurice Obstfeld
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Current Account in the Eacroeconomic Adjustment Process

                            
                                By
                                    
                                    
                                        
                                        Jeffrey D. Sachs
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Current Account Deficits in the Euro Area. The End of the Feldstein Horioka Puzzle?

                            
                                By
                                    
                                    
                                        
                                        Olivier J. Blanchard
                                         and 
                                    
                                        
                                        Francesco Giavazzi
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.089 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
