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Abstract

In the first half year of 2013 the global economy was recovering slowly whereas the
emerging economies were facing increased downward pressures. The expectation that
some countries may end the quantitative easing led to surging volatility in international
financial markets as well as capital outflow pressures and currency depreciation in the
emerging economies. In China, the economic situation was generally stable and the

major economic indicators remained within a reasonable range.

In the first half of the year, China’s external economic activity continued to grow
steadily, with the total volume of BOP transactions increasing 5 percent year on year
and both the current account and capital and financial accounts recording surpluses.
In particular, the ratio of the current account surplus to GDP was 2.5 percent, which is
a reasonable level based on international standards. The capital and financial account
recorded net inflows with increased volatility. In the first quarter the trend of rapid
inflows, which began at the end of 2012, was maintained, with a growth rate of 60
percent year on year, but in the second quarter the surplus dropped significantly due

to differing domestic and overseas financial environmental and policy measures.

In the coming second half of the year, trade in goods and direct investments in China
will continue to record surpluses. However, uncertainties in both the domestic and
overseas markets will cause cross—border capital flows to be more volatile. The BOP
surplus may increase or may face temporary outflow pressures. During the next stage,
China will take a more holistic approach toward steady growth, restructuring, and
promotion of reform. The SAFE will make progress, while ensuring stability, with
further reforms by curbing bureaucratic power, reining in government spending, and
guarding against risks to firmly improve foreign exchange administration in support of

restructuring and industrial upgrading.
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