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Abstract

® 2007 witnessed the slowdown of output growth in developed
economies with rapid growth in emerging markets and developing
economies. In order to deal with the global financial market fluctuations
caused by U.S. subprime mortgage crisis, the central banks of major
developed economies adopted loose monetary policies in various
degrees.

® Major developed countries maintained their leading positions in
international financial markets. The shares of emerging market
economies in international financial markets increased. The trading
volumes of major international financial markets continued to augment.
The back-office systems of major global financial markets appeared
to integrate distinctly. Hedge funds developed quite fast. Sovereign
wealth funds increasingly became stabilizing powers in global financial
markets.

® The U.S. subprime mortgage crisis and yen carry trade enlarged the
fluctuation of international financial markets. U.S. dollar weakened
continually and its short-term interest rate fluctuated down, while other
major currencies’ interest rates continually increased. The yields of
medium and long-term government bonds in major countries lifted first
and then dropped. Major stock market indices jumped with dramatic
fluctuation and reached their historical new high or periodical new high.
The prices of global gold, crude oil and agricultural products mounted

up and reached their historical new high many times.



@ |n 2007, China's financial reform and opening-up continued to deepen;
links between China’s financial markets and international financial
markets were enhanced; the local incorporation of foreign-funded
banks was pushed forward smoothly. With more foreign funds flowing
into China’s financial markets, Chinese financial institutions have also
participated in the international financial markets more actively. Global
influence of China's financial markets continued to increase.

® China is to step up the effort to further improve financial market
infrastructure, optimize the structure of participants and strengthen
overseas participation in China’s financial markets. Given risks under
control, it is advisable that favorable conditions should be provided for
Chinese financial institutions to participate in the international markets.
The liberalization of capital account should be pushed forward steadily,

paving the way for further opening-up of China's financial markets.
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