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Abstract

® [n 2010, economic recoveries in different countries proceeded at
different paces. Major developed countries recovered slowly while
still facing high unemployment rates and serious problems of fiscal
sustainability and thus continued implementing accommodative
macro economic policies. Emerging market economies, in general,
witnessed robust economic growth but facing risks of asset price
bubbles and upward inflation pressures and began to tighten
macro economic policies. In 2011, the global economy will keep
the trend of recovery. All relevant parties need to strengthen policy
coordination, avoid competitive currency depreciation or trade
protectionism measures and pay close attention to the price hike
of bulk commodities such as crude oil and food as well as inflation
risks.

®|n 2010, as benefiting from continuous recovery of world economy,
the global financial trading tended to be active in general and
the international financial market warmed up further. The major
advanced economies still maintained the leading position in
international financial market, while the importance of emerging
market economies, in some way, became increasingly important.
As the European sovereign debt crisis continued to spread, the
price trend of international financial market got influenced to some
extent. Throughout the year, USD appreciated in general, the
short-term interest rates rallied slightly, the major stock indices

climbed up and prices of gold together with major commodities



rose sharply.

® In 2010, facing complicated and constantly changed internal
and external economic environment, the Chinese government
accelerated the changing of economic development pattern and
actively participated in the international and regional economic
and financial cooperation. China continued to participate in the
international financial markets actively and prudentially while
foreign capitals participated in China's financial markets. In the
future, China will promote the opening-up of its financial markets
actively and steadily, enlarge cross-border use of RMB, further
smooth the back-flow mechanism for offshore RMB fund and
steadily promote capital account convertibility to provide more
facilitation for overseas investors to participate in China’s financial

markets.
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Part I Macro Environment for International Financial Markets

1. Economies around the globe recovered at different paces

1.1 Foundation of the US economic recovery was still not well-entrenched, while the unemployment
rate remained elevated

1.2 Euro area’s economic recovery continued to proceed at a moderate pace, with the unemployment
rate rising to a high level

1.3 UK economy continued to keep the trend of recovery and the inflationary pressure increased further

1.4 Japan’s economy continued to keep a moderate recovery with a harsh employment market

1.5 Emerging market economies and other developing countries recovered strongly

2. Major economies continued to adopt accommodative monetary and fiscal policies

2.1 Developed and emerging market countries’ monetary policies diverged

2.2 Fiscal policies in major economies differentiated to some extent

3. International trade significantly warmed up again

4. Growth of international capital flows started to recover

4.1 Foreign direct investment increased slightly

4.2 Issuance of international debt securities fluctuated a lot

4.3 Cross-border banking loans rebounded

5. Global economy will continue the different-speed recovery

5.1 Global economic recovery will be supported by more favorable factors

5.2 Policies are more difficult to coordinate and global economic recovery faces many risks and
hazards

5.3 Global economic recovery in 2011 will be more entrenched

5.4 Enhancing the global policy coordination to safeguard the sustainability of economic growth

Part I Performance of Global Financial Markets

1. Pattern and turnover of global financial markets in 2010

1.1 Global foreign exchange transaction still concentrated in London, New York and Tokyo, three
major foreign exchange trading centers and the turnovers increased steadily

1.2 UK is the center for cross-border lending, and the turnover of global OTC interest rate derivatives

rose slightly
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1.3 US, Euro area, Japan and UK accounted for over whelming majority shares of global debt securities
market and the outstanding balance of global debt securities market declined

1.4 Market value of global stock market continued to rebound substantially, and the scale of
Chinese mainland stock market expanded significantly

1.5 London and New York were trading centers of spot gold and futures around the globe, and the
turnover of gold increased

1.6 New York, Chicago and London still maintained their leading positions in commodity futures market,
and turnovers of global commodity futures continued to grow

2. Price trend in international financial markets in 2010

2.1 USD initially appreciated and then depreciated, appreciating in general against EUR and GBP but
depreciating sharply against JPY and currencies of emerging market economies

2.2 Short-term interest rates of USD, EUR and GBP rose while that of JPY declined

2.3 Yields of medium and long-term government bonds in major countries rebounded slightly from the
bottom

2.4 Trends of major stock indices appeared differentiated

2.5 Global gold price rose sharply and created historical new high

2.6 Prices of major bulk commodities futures rose sharply and prices of some products reached historical

high or the highest level for a period of time
3. Advance the reform of financial regulatory system and strengthen macro-prudential
management
3.1 Construct macro-prudential policy framework
3.2 Strengthen capital and liquidity requirements
3.3 Intensify the supervision on OTC derivatives market
3.4 Enhance the supervision of hedge funds
3.5 Enhance the supervision of credit rating agencies
3.6 Reform compensation system
3.7 Reinforce financial consumer protection

4. Prospects for international financial markets in 2011

Part III Connection between China’s Financial
Markets and the International Financial Markets

1. China’s balance of payments (BOP) continued to maintain a dual surplus and the imbalance
of payments further reduced

2. Deepened participation of foreign capitals in China’s financial markets

2.1 QFII’s investment scale continued to expand

2.2 Establishment, share-holding and performance of foreign-funded banking institutions

2.3 Continuously active participation of foreign-funded securities institutions in China’s securities and
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futures markets

2.4 New establishment, share-holding and performance of foreign-funded insurance institutions

2.5 Foreign capital’s M&A of listed companies within borders

2.6 Foreign capitals were increasingly involved in China’s gold market, foreign exchange market,
money market and bond market

3. China’s active participation in the international financial market

3.1 Scale of investment by qualified domestic institutional investors (QDII) continued to grow

3.2 Overseas operation and investment by Chinese-funded financial institutions

3.3 Participation of Chinese-funded enterprises in overseas futures market

3.4 Continuous participation of Chinese-funded financial institutions and enterprises in the international
lending market

3.5 Social security fund continued to increase overseas investment

3.6 Overseas fund-raising by domestic enterprises

4. China’s financial market continued to integrate with the international financial market

4.1 Shares of China’s bond, stock, gold and futures market in the world

4.2 Price correlation between China’s financial market and the international market became stronger

4.3 Drawing on the international experience, China’s financial market continued its innovation

5. Further upgrade the international service ability of China’s financial markets, open the

markets actively and steadily

5.1 Further optimize the participant structure of China’s financial market and to attract overseas
participants to participate in China’s financial markets

5.2 Promote continuously the pilot program of Renminbi settlement for cross-border trade

5.3 Further strengthen the infrastructure construction of China’s financial market

5.4 Continue to promote capital account convertibility in a positive and steady way so as to promote
the opening up of China’s financial market
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Boxes
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