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Abstract

In 2010, the global economy recovered but with overall volatility in international
financial markets due to the sovereign debt crisis in some European countries. China

achieved stable economic growth with improved macro management.

During the year, China’s external economy became active and balance of payments
transactions resumed an upward trend, with the volume of total transactions hitting
a historical high, accounting for 95 percent of GDP, which was 13 percentage points
higher than that in 2009. Major items such as trade and investment grew rapidly. The
balance in the current account improved, with a surplus of 5.2 percent of GDP, almost
the same level as that in 2009 and substantially lower than that in 2007 and 2008.
According to the BOP statistics, the surplus in goods accounted for 4.3 percent of
GDP, down 0.7 percentage point from 2009. The surplus in the capital and financial
account fluctuated due to the European sovereign debt crisis. The tendency for
domestic entities to hold more foreign currency liabilities was further strengthened.

Both the outstanding external debt and foreign currency loans increased.

In 2011, China’s balance of payments will sustain the surplus. International trade
and investment will resume owing to the global recovery. Foreign capital will continue
to flow into China, resulting in increased net inflows with pull factors, including
the interest rate spread and the exchange rate. Since consumption in the major
advanced economies needs to be rejuvenated, economic structural adjustments will be
accelerated and domestic demand will gradually become the main driver of economic
growth, thus improving the trade balance situation. However, because of the precarious
factors in the macro economy, the balance of payments situation is still subject to

fluctuations.



The 12" Five—Year Plan established the basic BOP balance as one of the main
economic and social development goals. According to the country’s unified
arrangements, the foreign exchange administration will actively cooperate with the
moderate monetary policy, accelerate transformation of administrative patterns, deepen
foreign exchange reform in major fields, prevent cross—border capital flow risks, and

promote a balance in the BOP.
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