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Abstract

In the first half year of 2016, global economy still experienced intensive adjustment
with downward pressure and more sophisticated international financial market.
Chinese economy performed reasonably with earlier expectation, and both domestic
financial market and the RMB exchange rate stayed stable.

In the first half year of 2016, the current account surplus totaled USD 103.5 billion,
down by 40 percent year on year, and the ratio of the current account surplus to GDP
was 2 percent, down by 1.3 percentage point. In particular, the ratio of the trade in
goods surplus to GDP was 4.4 percent, down by 0.5 percentage point. The ratio of trade
in services deficit to GDP was 2.2 percent, up by 0.6 percentage point year on year.
The pressure on cross—border capital outflow eased. In the first half year, the deficit
of capital and financial account (excluding foreign exchange reserve) totaled USD
172.3 billion, and the first quarter and the second quarter recorded a deficit of USD
123.4 billion and USD 48.8 billion respectively. The outward investment continued to
increase with a net growth of USD 235.8 billion in the first half year, 22 percent higher
than the growth in the first quarter of 2015. In particular, the growth rate in the first
quarter was 35 percent and the growth rate in the second quarter decelerated to 12
percent year on year. The external liabilities of domestic entities grew with a net inflow
of inward investment of USD 63.6 billion. In particular, the first quarterrecorded a net
outflow of USD 13.5 billion while the second quarter totaled a net inflow of SD 77.1
billion. In the first half year, the foreign exchange reserve assets decreased by USD
163.6 billion, which was contributed by the first quarter and the second quarter with
USD 129.3 billion and USD 34.3 billion respectively.

In the second half year of 2016, the current account will maintain a big surplus
with its ratio to GDP under reasonable level. China’s external environment will be
uncertain. However, we still see both domestic and external positive factors. The RMB
exchange rate will keep stable under reasonable and equilibrium zone to help cross—
border capital flow. The SAFE will target on servicing the real economy and enhancing
foreign exchange resource allocation, and continue the reform on foreign exchange
administration to facilitate trade and investment. Besides, the SAFE will guard against

cross—border capital flow and protect economic and financial security.
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