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Abstract

In the first half of 2005, national economy experienced a rapid development; foreign
trade grew at a high rate ; foreign direct investments maintained a considerable scale; the
balance of payments showed “a dual surplus” both under current account and capital and
financial account; the exchange rate of RMB against USD continued its stable status. At

the end of June 2005, the official foreign exchange reserves amounted to USD 711
billion.

In the first half of 2005, the balance of payments on the whole operated steadily. The
ever — increasing volumes of international transaction functions as a powerful driver to the
development of national economy, strengthening state capacity to withstand the external
shocks and creating a favorable condition for domestic economic development and
endeavor of reform and opening up to the world. In the meantime, since the balance of
payments has constantly claimed the surplus of substantial magnitude, it proves more
necessary to exploit in a reasonable way the two markets and resources in China and
abroad, significantly stimulate the domestic demands, accelerate the industrial

restructuring and upgrading process, change the mode of economic growth and promote

the balance of international payments.

In the first half of 2005, the state continued its efforts to strengthen and improve the
macro economy adjustment, hasten the economic restructuring, modify the growth mode
of foreign trade, execute the development strategy of “going abroad” and gradually
pursue the financial reform. The foreign exchange administration authoristies, with the
aim at promoting the balance of international payments, deepen the reform of foreign
exchange administration, make efforts to facilitate the foreign trade, regulate the foreign
exchange and their exchange for RMB, extend the channels of foreign exchange outflow,

and actively cultivate and develop the foreign exchange market.

Its anticipated that in the second half of 2005 the international and domestic economies

on the whole will enjoy a steady advancement, the surplus of international payments will



maintain a considerable scale and the foreign exchange reserves will undergo a rapid
growth. The surplus under current account will continue to go upward momentum in the

first half of this year while the surplus under capital and financial account is expected to

undergo a weakened increase.

Promoting the balance of international payments is an internal requirement of carrying out
the concept of scientific development on a full scale and achieving the coordinated and
sustainable development of national economy. Predictably, the relevant policies for the
next phase will be focused on the following aspects: promoting structural adjustment of
the foreign trade, expanding the imports and narrowing the surplus of the foreign trade
with the export increase well maintained; significantly improving the use of foreign
capital, expanding the channels of capital outflows in a steady and orderly manner and
strengthening the monitoring and supervising over the cross — border capital flows; further
having the market play the fundamental role in adjusting the balance of payments and

improving the exchange rate formation mechanism of RMB.
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