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Abstract

In the first half of 2011, the sovereign debt crisis in the major advanced economies,
including the United States and Europe, both spread and deteriorated, slowing down
growth. Economic growth in some emerging markets decelerated as well and global
inflation continued to rise. There was increased volatility in international financial
markets and risk aversion among investors intensified. China implemented an active
fiscal policy and a moderate monetary policy, and in general, the economy performed

well, with slowed-down money and credit growth and more balanced foreign trade.

China’s external economy maintained rapid growth in the first half of 2011, with the
volume of total transactions accounting for 103 percent of GDP, up 3 percentage points
year on year. Major items such as trade and investment grew rapidly. The status of the
current account further improved, recording a surplus of USD 87.8 billion, accounting
for 2.8 percent of GDP, down 1.2 percentage points year on year. In particular, the
surplus in goods decreased and the deficit in services increased, resulting in a surplus
of USD 67.9 billion in goods and services, accounting for 2.2 percent of GDP, down 0.8
percentage point year on year. However, the imbalance in the BOP remained a general
challenge, the capital and financial account posted a surplus of USD 183.9 billion,
accounting for 5.9 percent of GDP in the first half of the year, 2.2 percentage points
higher year on year, and cumulative foreign reserves resulting from foreign exchange
transactions totaled USD 281 billion, USD 104 billion more than that in the first half
of 2010.

In the second half of the year, the growth momentum in the global economy will tend to
slow down, with rising downward risks, The major advanced economies will continue
low-interest-rate monetary policies. The Chinese economy will maintain steady growth,
with a net inflow in the balance of payments. Due to the different monetary situations

both domestically and abroad, enterprises will still be willing to decrease their foreign



exchange holdings and financing from abroad. However, the decelerated global growth
will restrain foreign trade growth and trade-related financing activities and the debt
crisis in the major advanced economies may aggravate the turmoil in global financial

markets, causing rising uncertainty in short-term cross-border capital flows in China.

During the next stage, based on the government’s overall macro-management plan
and along with the changing domestic and external situations, a major task of the
foreign exchange administrative agencies will be to decelerate the BOP surplus,
further transform administrative principles and methods, restrain speculative capital
inflows by adopting a package of policy instruments, and enhance policy relevance,
cracking down on “hot money” flows and promoting the reform of import and export

verifications and the reform of foreign exchange markets.
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