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Abstract

In 2012 global economic growth slowed down with even looser liquidity and lower
interest rates. The sovereign debt in Europe and the United States deteriorated,
international financial markets fluctuated, and cross—border capital flows in the
emerging markets surged. The Chinese economy domesticly remained stable with
lower but more endogenous growth, and the RMB exchange rate was approaching a

reasonable equilibrium.

In 2012 China’s external economy grew steadily, at an annual growth rate of 6 percent
with respect to the total volume of the balance of transactions. The BOP status improved,
with a surplus in the current account and a deficit in the capital and financial account,
and the accumulation of foreign exchange reserves decelerated significantly. In
particular, the ratio of the current account surplus to GDP was 2.3 percent, which is
well within international standards; the capital and financial account deficit was USD
16.8 billion, mainly due to the contribution of non—direct investment, reflecting the
increased external assets and the decreased external liabilities of domestic entities.
Cross—border capital flows fluctuated, with a surplus in the first and fourth quarters

and a deficit in the second and third quarters.

In 2013, because both the domestic and external environments will become more
complicated, it will be more difficult to improve the BOP status. During the next
period, the fundamental policy of expanding domestic demand, making structural
adjustments, reducing the surplus, and improving the BOP status will be carried out
by the SAFE to create a more solid foundation for a BOP equilibrium. The SAFE will
transform the foreign exchange administration policy and methodology to enhance its

capability to serve the real economy and ensure financial stability.
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