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Abstract

In 2017, the global economy continued to recover and the international financial
market remained stable. The Chinese economy maintained an upward steadtrend with an
enhanced economic structure as well as quality growth. The RMB exchange rate appreciated
against the USD and remained stable against the basket of currencies.

In 2017, China’s balance of payments gradually stabilized and reacheda basic balance.
First, the current—account balance remained within a reasonable zone, with a surplus of
USD 164.9 billion, 1.3 percent of GDP. Second, a surplus reappeared in the non—reserve
financial account, amounting to USD 148.6 billion, whereas in 2016 therehad been a deficit
of USD 416.1 billion. In terms of major items, direct investments, portfolio investments,
and other investments all recorded surpluses, amounting to USD 66.3 billion, USD 7.4
billion, and USD 74.4 billion respectively. In terms of destinations, outward investments
by domestic entities stabilized and the net increase of direct investment external assets,
portfolio investments, and other investments totaled USD 286.7 billion, down 58 percent
year on year. Inward investments by foreign entities rebounded, with a net inflow of USD
435.3 billion and up 68 percent year on year. Last, foreign reserves continued to grow, with
a balance of USD 3 139.9 billion by the end of 2017, up USD 129.4 billion from the end of
2016.

In 2018, China’s balance of payments is expected to remaingenerally balanced with
a reasonable current—account surplus and stable cross—border capital flows. Against the
backdrop of the stable economic situation, the further deepening of reform and opening—
up, and the two—way fluctuationsin the RMB exchange rate, two—way capital flows and
thegeneral balance will be further solidified. The SAFE will promote steady improvement
“inmanagement of balanced cross—border capital flows in a balanced way so as to further
facilitate trade and investment liberalization, to enhance the opening up of the financial
market in both directions, to establish a macro prudential management system with respect
to cross—border capital flows, to improve the microregulatory framework in the foreign—

exchange market, and to improve management of foreign— exchange reserves.
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