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Preface

The State Administration of Foreign Exchange deepened the reform of foreign exchange
management regime, regulated inward capital flows and currency conversion, widened the
channels of capital outflows, took an active stance in nurturing and developing foreign ex-
change market. All those measures are aimed to promote trade and facilitate investment, to
cater to the scientific development needs of banks and enterprises, and to realize the goal of
equilibrium in international payments. Special credit has to be given to the initiative taken to
reform of RMB exchange rate formation mechanism, which effectively curbed the movement of
speculative capitals and served to keep the stability of exchange rates. The practice of reform
and development has proven that foreign exchange management is a gradual process that
should be timely adjusted and continuously perfected. This calls for the close follow — up of e-
conomic and financial trends at home and overseas, the research of new phenomena and the
discovery of new issues. In this sense, investigation, analysis and research are all significant-
ly important in the process of foreign exchange management. To meet such needs, people
working in the field of foreign exchange management, especially those at the front line and
grassroots level must adhere to the philosophy of combining management with investigation
and research, seize the market dynamics, analyze and address issues from the perspective of
guaranteeing state economic and financial security and sustaining the equilibrium in the bal-
ance of international payments, and develop new methodologies and put forward new concepts
to support macro-economic decision making,.

Unique geographical connections ask for the complementarity of economic advantages.
Recent years have witnessed the fast increasing economic integration trend, and cooperation
in the territory of finance and foreign exchange is high on the agenda in the presence of grow-
ing capital flows in the region. In 2005, an intra-region payment and clearing system was put
into operation in some areas of Beijing, Tianjin and Hebei. To give full play to the role of for-

eign exchange management in the economic integration and better serve economic develop-
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ment, SAFE Hebei Branch has made many useful explorations in foreign exchange regulation,
supervision, services and researches.

To satisfy the objective needs for providing services and performing regulation across the
whole economic area, Hebei Branch timely adjusted its ways in investigation and research and
expanded its vision. The new style of investigation and research stresses Four Changes—in
functional orientation, from general research to supporting decision-making; in service pat-
terns, from passive to preemptive; in fruit conversion, from factual to guiding ; in methodolo-
gy, from closed to opened. Management, service and research promote each other, manage-
ment and service quality improves greatly hand in hand with the reaping of research fruit in
plenty. This working papers collection is another research achievements presentation compiled
by Hebei Branch after “Two Surroundings Strategy and Foreign Exchange Management in He-
bei”. The diligence and sweat of the SAFE workers are condensed into every word in this
book , which reveals the achievements and progress attained in Hebei Branch. It is an assem-
bly of the investigation and theoretical research achievements in the past year in Hebei
Branch, some of the articles are highly appraised by the People’s Bank, SAFE and local offi-
cials. All those papers closely grasp the beating pulses of economic development and foreign
exchange funds flows, explore the interaction and mutual influence between economic devel-
opment and foreign exchange management from different perspectives, anatomize the causes
deep behind the abnormal cross border capital movements, and put forward feasible policy
suggestions.

This papers collection is an embodiment of the pragmatic work style of seeking the truth,
the study style of preciseness and seriousness, and the writing style of comeliness and ele-
gance in Hebei Branch. The subjects are new because they have seized the new tendencies
and new features of Hebei’s economic development and state macro-economic management ,
reflected the responses from the banks and enterprises to foreign exchange policy re-adjust-
ment, and studied the new issues and new phenomena that need to be addressed in foreign
exchange management. The jumping-off points are high because they have their arguments de-
veloped in accordance with macroeconomic management and foreign exchange policies in a
macroscopic vision and with the aim to serve the micro-economic activities, which predeter-
mine their forward-looking consciousness and capability. High workability and feasibility is

another feature of the working papers, because they come from the grassroots practices of for-
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eign exchange management and from survey and investigation of the banks, foreign-related en-
terprises, residents and non-residents, therefore they can accurately reflect the relevant is-
sues, the policy suggestions proposed are of high feasibility.

With the further deepening of reform, trade facilitation and the globalization of capital
movement will bring about more questions to answer and more challenges to face for foreign
exchange management. Adherence to the combination of management and research, following
the trails of hot-spot issues and addressing the difficulties are all crucial to implementing the
management responsibilities bestowed by the state, providing quality services to enterprises
and individuals with foreign exchange transactions and safeguard the state economic construc-
tion. Here the cordial wishes are for all who work in the foreign exchange management field to
work more diligently, observe with even sharper eyes, study more extensively the management
know-how, dig deeper into investigation and research, advance with times and blaze new
trails for the purpose of making new contributions to state economic construction, financial

stability and the equilibrium in the balance of international payments.

FANG Shangpu
April 8th, 2006
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