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Abstract

In the first half of 2012 global economic growth slowed down, both international
financial markets and bulk commodity prices fluctuated, and the emerging markets
experienced widespread capital outflows. China strengthened macro control by
improving its balance-of-payments situation, stabilizing domestic economic growth by
slowing down growth, and providing more financial support for the real economy. The
RMB exchange rate gradually approached a reasonable equilibrium. However, there
remained the serious tasks of maintaining steady economic growth and preventing

financial risks.

Despite the complex and grim international environment, China’s external economic
activity maintained steady growth, with the volume of balance-of-payment transactions
increasing 10 percent year on year. The balance-of-payments situation tended to be
more balanced: the current account and the capital and financial account recorded
surpluses of USD 77.2 billion and USD 14.9 billion respectively, down by 12 percent
and 92 percent year on year; the ratio of the current account surplus to GDP was 2.1
percent, 0.7 percentage point lower than the ratio during the first half of 2011; foreign
reserve assets increased by USD 63.6 billion (excluding the valuation effect of the
exchange rate and the asset price), USD 217.4 billion lower than that during the first
half of 2011. Cross-border capital flows recorded a two-way fluctuation: the capital
and financial account moved from a deficit of USD 29 billion in the fourth quarter of
2011 to a surplus of USD 56.1 billion in the first quarter of 2012, and then returned to
a deficit of USD 41.2 billion in the second quarter of 2012.

As forecasted, the balance of payments remained uncertain and unstable, but
positive factors were accumulating and China’s balance of payments will achieve
an equilibrium in the second half of the year. The state administration authority will

retain the key tone of steady growth by improving facilitation of trade and investment,



accelerating development of the foreign exchange market, guarding against risks,
maintaining close monitoring of cross-border capital flows, perfecting foreign exchange
policy plans and improving its capability to serve the real economy and maintaining

financial security.
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