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Impacts of 2003-2007 Iraq War on U.S. Balance of Payment
Name
Institution







             The Iraq war that took place between the year 2003 and the year 2007 posed significant impacts on the balance of payment accounts of the United States of America. It happened in both the current accounts and capital account in which they were greatly affected. The balance of payment can be both surplus and deficit. The balance of payment surplus is when both the current account and the capital accounts in the current year are higher than the previous year’s gross output. The balance of payment surplus is caused when both the current and capital accounts in the current year are below the previous year’s output. The current account comprises of imports and exports (Miller, 2010). The capital account, on the other hand, comprises of capital outflow and capital inflow. The balance of payment in the current account occurs when exports are more than imports. The surplus in the capital account occurs when capital inflow is more than capital outflow.
The Iraq war had the following impacts on both the current and capital accounts of the united states. The export industry in the United States experienced increased income as more commodities were needed to facilitate the war (Levy, 2011). Also, imports from the united states were in high demand from allied countries; this significantly boosted their exports. The government needed much capital from its federal reserve to finance to finance its troops in Iraq. The government was therefore forced to invest and also create some other sources to raise the revenue. It was through internal borrowings from its citizens, investments in national firms, and also to cut significantly on its expenditure and increase taxes. This acts greatly impacted the balance of trade of the united states economy.
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