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Abstract

During the first half of 2015, both the domestic and the international economic and
financial situations remained complicated, with different economic circumstances and
diversified monetary policies in the major economies and increased fluctuations of
international capital flows. The Chinese national economy was stabilized at an overall
reasonably low range and the RMB exchange rate remained stable.

China’s current account continued to record a substantial surplus, which was still
recognized internationally as a reasonable level. During the first half of the year, the
surplus totaled USD 148.6 billion, increasing by 85 percent year on year. The ratio
to GDP was 3.1 percent, 1.3 percentage points higher year on year. The increase in
the surplus was derived from the surplus in trade in goods, which amounted to USD
256.6 billion, 73 percent higher year on year. In the meantime, the deficit in trade in
services totaled USD 94.5 billion, increasing by 53 percent year on year. Cross—border
capital continued to record a net outflow, although in the second quarter capital flows
tended to be more balanced. In the first half of the year, the capital and financial account
(excluding reserve assets) recorded a deficit of USD 125.6 billion. In particular, the first
quarter and the second quarter recorded a deficit of USD 98.1 billion and USD 27.5 billion
respectively. The deficit reflected domestic adjustments of the assets and liabilities in both
the domestic and foreign currencies. Domestic institutions and individuals increased their
holdings of foreign assets, which indicated a positive effect of the strategy to encourage
residents to hold external assets. In addition, domestic entities deleveraged by further
reducing their external liabilities. In the first half of the year, China’s foreign—reserve
assets decreased by USD 66.6 billion, with the first quarter and second quarters seeing a
decrease of USD 79.5 billion and an increase of USD 13 billion respectively.

In the second half of the year, China’s balance of payments was projected to record
a surplus in the current account and a deficit in the capital and financial account.
China will see improved self-adjustments with respect to the balance of payments. The
SAFE will further streamline its administrative processes and continue its reforms in
important areas. Moreover, it will improve risk prevention by enhancing its monitoring
of eross—border capital movements and fighting against illegal operations in the

foreign—exchange market.
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