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Global Economic Growth and Global Money
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The sustained growth of the global economy since the 1990’ s was brought about by the expansion of supply capacity of the newly
emerging nations, and the absorption of the increased supply by the strong demand in the advanced countries. For the advanced
countries, in spite of enjoying strong performance, which historically would have led to inflation, they escaped such fate, therefore,
the need to put a damper on the expansion in demand did not arise. This led to a further encouragement of an accelerated growth
rate in the emerging countries whose economies were led by exports. It can be said that this led to a virtuous cycle for all parties.
That being said, by definition, a country’s exports coincide with imports for the counterpart country, and overall, this will not lead to
increased incomes. Therefore, simply carrying on trade does not necessarily boost the growth rate of the global economy.

If expansion of trade contributes to the global economic growth, the likely cause of such growth is the creation of a cycle in which
the emerging countries who obtain foreign currencies from exports to advanced countries utilize such foreign currency to make
investments into the advanced countries and the advanced countries thereby enjoy a boost to their rate of economic expansion
which consequently leads to an increase in their imports. In reality, this cycle has taken the form of “US deficits vs. global surplus”.
Financial assets supplied by the United States are attractive and the fact that money flows in such a form can be considered to have
been providing a stimulus to the US economy.

If considered in this light, it is patently clear that the supplier of dollar liquidity is the United States, and the Federal Reserve Board
has been exercising principal control over this supply. That such liquidity may become excessive is due not to the gross volume of
liquidity but is thought that it is due to the significant rise in the speed of the turnover of such liquidity. Advances in securitization
can be raised as a background factor supporting the marked acceleration of liquidity turnover.
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