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Abstract

During the first half of 2014 the global economy grew slowly. The trend of an
imbalanced recovery between the advanced economies and the emerging markets
continued, global liquidity was generally easing, and the appetite for risk was
surging. In China, the economy was generally operating steadily, whereas structural
construction pushed ahead in a stable manner, the trend of transformation and
upgrading performed well, and the RMB exchange rate fluctuated increasingly in a
two—way direction.

During the first half of the year, China’ s current account balance continued to
improve, recording a surplus of USD 80.5 billion, down by 18 percent year on
year. The ratio of the current account surplus to GDP was 1.8 percent, down by 0.7
percentage point year on year. In particular, the ratio of the surplus in goods and
services to GDP was 2 percent, down by 0.6 percentage point year on year. In the first
half of the year, there was a net inflow in the capital and financial account, although
in the second quarter the capital and financial account recorded a net outflow of
USD 16.2 billion, driven by the improved BOP auto—equilibrium that was due to the
changing economic and financial situations in both the domestic and international
markets and to the significant progress in the RMB exchange-rate reform. A major
source of the net outflow in the second quarter was capital flows of non—direct
investments, which recorded a net outflow of USD 54.9 billion in the second quarter
after a net inflow of USD 40.2 billion in the first quarter.

In the second half of the year, China’ s BOP may be characterized as two—way
fluctuations. In particular, trade and investment related to the real economy will
maintain a surplus. Cross—border capital flows will be volatile due to the impact of
market and policy factors. During the next stage, the SAFE will continue to accelerate
foreign—exchange administration innovation, focusing on curbing government power
and transforming government functions, encouraging foreign—exchange market
development and making great efforts to manage the foreign— exchange reserves,
and strengthening the statistical foundation to guard against systemic and regional

financial risks.
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