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Director-general's Address

The year of 2000 is a crossing-century year. [t is also the last year of Ninth Five-year Plan
n China. In this year, after fending off the contagion effect of Asian Financial Crisis,
China went through the turning-around point toward a new round of development.
In retrospect of last century, the exchange regime in China has experienced dramatic
change.

® Al the beginning of the foundation of People's Republic of China, from 1953 to 1978,
China implemented highly centralized controlled exchange regime under centralized
planning economic system. with the characteristics of maintaining BOP in balance by
muinly using administrative measures.

With launching of opening-up and reform policy since 1978, China has been
transferring from centralized exchange regime to decentralized one as the market
mechanism played more and more important role in allocating foreign exchange
resources gradually,

® In 1994, in coordination with macroeconomic structure reform, the exchange reform
in China took significant steps. such as introducing market-based, unified and
munaged-(loating exchange rate regime, abolishing setention and surrendering
system, as well as realizing RMB's conditional convertibility under current account.

& During the period of Ninth Five-year Plan. the exchange reform and administration in
China obtained mote achievements. e.g. realizing RMB's full convertibility under
current account by dcceplmg Article V1Tl of the IMF Agreements on December 1 of
1996, improving the state's macro-control capability by introducing BOP Statistics
Reporting  Sysiem eompatible with international convention, withstanding  the
lingering impact from Asian Financial Crisis by taking prudential capital
llbemllnuon stance and Jaunching the cmnklng -down of fraud and evasion of foreign

the sound d in external sector by umelv

ing exchange regulations.

liquidating and modi

Allin all, in the past 50 years, the exchange regime has been changing from the planning
system 10 market system with Chinese characteristics, which facilitates stimulating the
progress of external opening in China and make great contribution to maintaining BOP in
cquilibrium.

n 2000. the State Administration of Forcign Exchange (hereinafter referred as SAFE) and
its branches madc great efforts in perfecting administrative means, as well as in improving
service. The year 2000 witnessed building-up of cffectiveness and efficiency of
administration on transactions under current accounts. improvement of capability in
forecasting and early warning of BOP momentum, and strengthening of inspection and
punishment of malpractice in exchange related transactions. All the efforts served to
improve the business environment for inward foreign investment and external trade, as
well as 1o support BOP and stability of cxchange rate in China. At the end of 2000, the
exchange rate swod at the level of RMB 8.2781 for one US dollar, which appreciated by
about 400 bps compared with the level at the end of 1995: the stale [oreign cxchange
reserve amounted to USD165.6 billion. which was more than two times of the level of
USD73.6 billion at the end of 1995. By achieving the stability of RMB's exchange rate
and the increase of foreign rescrves, China strengthened its national power, improved its
international influence and status. as well as boosted (he social confidence on domestic
economy and currency.

5 =zxsrE=R



The year of 2001 is a start of a new century. In this year, the economic construction in
China will launch a new long march. The coming five (o ten years will be an importam
period for propelling economic and social development in China, as well as for
perfecting socialist market economic systcm and broadening external opening. During
the perind of Tenth Five-year Plan, China will take accession of World Trade
Organization (i.c. WTO) as a wrning point to develop open cconomy vigorously. to
meet the new stage of external opening actively, to accelerale the progress of integration
into economic globalization as well. At the fronticr ol external opening, SAFE has to
meet with new challenges.

In new period, new challenges to exchange adminisiration are embodied in four aspects.

® SAFE has to speed up reform in its administrative functions along with more
market-friendly means used by government institutions in guiding economic
activities.

3

SAFE has to further make the foreign exchange administration commensurate with
the market rules and international practice along with China's accession o WTO.

®  SAFE has to well handle the relationship between facilitating external opening and
maintaining national econoniic security along with increasing uncertainty of BOP
under MOre Opening cconomy.

SAFE has to improve its adminisiraiive manners and means along with profound
changes in objects of and contents in ¢xchange administration.

In 2001, with the guidance of strengthening administration and improving service,
SAFE will make good preparation for China's accession o WTO, and actively promote
BOP and the stability of exchange rate. The main tasks of cxchange administration in
the coming year are as follows:

e Improving legalization of exchung inistration and hening  internal
control;

e Vigorously standardizing and supervising foreign exchange
service transactions:

tivities related to

e Improving cxchange administration on goods transactions further by introducing
modern technology:

® Perfecting cxchange regulations on capital and financial account transactions;

e  Strengthening BOP statistics and anatysis. and cnhancing the ability in forecasting
and early warning of BOP momentum:

e Continuously strikin,
more etfort in inspe

against fraud and evasion of foreign exchange by putting
tion.

In the new century and the new vear, standing at a new starling point, let's work together
1o propel Chifiese economy to develop more smoothly and rapidiy in the globalization
process.
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Review and Outlook of China's BOP

As China is gradually imtegrating imo the mainstream of the speeding cconomic
globalization, the statistic system on balance of payments (BOP) has come to play a
more significant role in the macroeconomic decision-making. Since the reporting
system on China's BOP statistics came into effect in 1996, the international transaction
reporting system (ITRS) had experienced five developing and perfecting years, and
great cfforts were paid in perfecting statistic system, statistic methods and standardizing
the statistic results. The guiding principle for improving China's BOP statistics is to
maximize its function in adequately refleeting and sensitively monitoring China's
external cconomy.

Review of China's BOP in 2000

With the recovery of international cconomy and the eftect of China's macro-control in
1998 and 1999. Chinese economy entered into a new economic cycle in 2000 toward a
new round of development. Domestic economy grew rapidly, prices shified from falling
to climbing. exports registered a new record, RMB exchange rate remained stable. and
the inflows of foreign capital manifested ascending trend. These good performances
consolidated the base of BOP.

The year 2000 witnessed the favorable BOP performance of China with surpluses in
both the current account and the capital and financial account, and a steady growth in
forcign exchange reserve. The overall performance of BOP in 2000 could be
characterized as follows.

Huge t of surplus remained in current account

According to the BOP statistics. in 2000, the current account surplus was USD20.5
billion, down by 2.8% over the year of 1999 The above changes would be mainly
ascribed to the descending of the goods trading surplus.

Current Account,1994-2000

in millions of US Dollars
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The total value of goods trading largely increased, but the surplus fur-
ther decreased. In 1erms of BOP statistics, in 2000, the total imports and exports
amounted 1o USD463.787 billion, 31.2% up over that of 1999, Of which, total exports
covered USD249.131 billion, increased by 27.9%; and total imports were USD214.657

billion, up by 35.2%. The total goods trading surplus reached USD34.474 billion, down
by 4.2% over that of 1999,

Goods Trading,1994-2000

in milljons of US Doltars
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Trade in services remained deficit. In 2000, the receipts and payments of

service trading both increased steadily. and the trade in services showed a deficit of
USDS5 .6 billion, expanded by 4.9% over the year before. Services of transportation,
(ravel and consultation kept stable growing trend; communication services, computer
and information scrvices, advising and market research services and other businesy
scrvices significantly enlarged the surpluses; construction services, fimance and
insurance services, royalties and license fees and audio-visual services enjoyed the
continuous deficits while the government services (n.i.e) tuned to surplus from deficit.

Trade in Service,1994-2000 in millions of US Dallars
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