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In  2004 ,  the  r ecovery  o f  the  wor ld  economy p icked  up  
obviously,  with the global  economic growth rate  of  5  percent ,  
internat ional  t rade increasing by 8.8 percent ,  and foreign direct  
inves tment  rebounding  f rom the  bot tom to  reach  more  than  
US$600  b i l l i on .  Under  such  a  backdrop ,  Ch ina ' s  macro  
economy control  has  a t ta ined s taged effects ,  and the nat ional  
economy developed s teadi ly  and rapidly,  seeing a  9 .5  percent  
of  year-on-year  growth in  the gross  domest ic  product  (GDP).  
China  reg i s te red  a  35 .7  percen t  surge  in  i t s  fo re ign  t rade ,  
exceed ing  US$1 t r i l l ion  fo r  the  f i r s t  t ime  to  top  US$1.15  
t r i l l ion  and become the  wor ld ' s  th i rd  larges t  t rading power.  
China 's  actual  ut i l izat ion of  foreign direct  investment  rose by 
13 percent  to  US$60.63 bi l l ion.

China 's  balance of  payments  cont inued to  post  a  dual  surplus  
under  both current  account  and capi ta l  account ,  maintaining 
the  momentum of  ne t  cap i t a l  in f lows .  The  exchange  ra te  
Renminbi  of  remained s table ,  being at  8 .2765 renminbi  per  US 
dol lar  a t  the end of  the year.  By the end of  2004,  s ta te  foreign 
exchange reserves  s tood at  US$ 609.9 bi l l ion,  an increase of  
US$206.7 bi l l ion over  the end of  the previous year.

Dur ing  the  pas t  year,  the  fo re ign  exchange  admin is t ra t ion  
agencies  nat ionwide ful ly  implemented the arrangements  of  the 
CPC Central  Commit tee and the State  Counci l  on s t rengthening 
and improving macro control ,  cont inued to  deepen the reform 
of  the foreign exchange adminis t rat ion system in accordance 
with the requirements  of  improving social is t  market  economy 
and  ca r ry ing  ou t  China ' s  commitments  to  WTO access ion ,  
focused  on  p romot ing  the  equ i l ib r ium of  the  ba lance  o f  
payments ,  vigorously faci l i ta ted foreign t rade and investment  
act ivi t ies ,  fur ther  s t reamlined the  procedures  of  authent ic i ty  
ver i f icat ion under  current  account ,  supported enterpr ises  to  go 
global ly,  and explored more channels  for  capi ta l  outf lows.  The 
SAFE proact ively fostered and developed the foreign exchange 
marke t ,  and  s tead i ly  advanced  the  re form of  the  renminbi  
exchange  r a t e  mechan i sm.  Meanwhi l e ,  i t  r e in fo rced  the  
management  o f  shor t - t e rm cap i ta l  in f lows  and  the  sa les  o f  
fo re ign  exchange ,  energe t ica l ly  rec t i f i ed  and  regu la ted  the  
foreign exchange market  order,  and s t rengthened ant i -money 
launder ing in  te rms of  fore ign exchange adminis t ra t ion .  Al l  
these measures  have s t rongly boosted the development  of  the 
external  economy and safeguarded the nat ional  economic and 
f inancial  securi ty.
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The year  2005 wil l  be an important  year  for  implementing the 
sc ien t i f ic  ou t look  on  deve lopment ,  conso l ida t ing  the  macro  
control  achievements  and maintaining a  benign momentum in 
the economic and social  development .  I t  i s  a lso an important  
year  to  completely fulf i l l  the  object ives  of  the tenth f ive-year  
plan.  The Central  Government  has  c lear ly  put  forward that  i t  i s  
of  great  urgency to  change the pat tern of  growth,  i t  i s  of  great  
urgency to  s tep up the economic s t ructural  adjustment ,  i t  i s  of  
great  urgency to  promote coordinated development ,  and i t  i s  
a l so  o f  g rea t  u rgency  to  improve  r e l a t ed  sys t em and  
mechan ism.  The  fo re ign  exchange  admin is t ra t ion  agenc ies ,  
under  the guidance of  the CPC central  commit tee ,  wil l  adopt  a  
sc ien t i f i c  ou t look  on  deve lopment ,  con t inue  to  deepen  the  
reform of  the foreign exchange adminis t rat ion system, fur ther  
f ac i l i t a t e  fo re ign  t rade  and  inves tment  ac t iv i t i e s ,  s t ead i ly  
advance the convert ibi l i ty  of  renminbi ,  improve the renminbi  
exchange rate  formation mechanism,  s t rengthen the monitor ing 
and  management  o f  c ross -borde r  cap i t a l  f lows ,  fo res t a l l  
ex t e rna l  f i nanc ia l  r i sks ,  g radua l ly  e s t ab l i sh  the  marke t  
mechanism and management  system for  adjust ing the balance 
o f  paymen t s ,  and  p romote  the  ove ra l l ,  ha rmon ious  and  
sustainable  economic development .  

In  2005,  we wil l  cont inue to  carry forward the t radi t ion of  
innovat ion and enterpr is ing spir i t ,  be  real is t ic  and pragmatic  in  
our  work,  keep pace with the t imes,  work together  as  one,  work 
in  a  down-to-ear th  manner,  s t r ive to  maintain the equi l ibr ium 
of  the balance of  payments ,  and make fur ther  contr ibut ion to  
bui lding a  harmonious social is t  society in  an al l - round way.  
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In  the  year  o f  2004 ,  the  S ta te  Admin i s t ra t ion  o f  Fore ign  
Exchange resolutely carr ied forward the spir i t  of  the Third and 
Fourth Plenary Session of  the 16th Nat ional  People 's  Congress  
as  wel l  as  that  of  the Central  Economic Working Conference,  
and earnest ly  implemented the  s ta te  macro economic control  
measures .  In  a  bid to  maintain the equi l ibr ium of  the balance of  
payments ,  the  SAFE fu r the r  f ac i l i t a t ed  fo re ign  t r ade  and  
inves tmen t  ac t iv i t i e s ,  s t r eng thened  the  admin i s t r a t ion  o f  
foreign exchange inf lows and sales ,  s teadi ly  advanced capi ta l  
account  conver t ib i l i ty,  and  improved  the  renminbi  exchange  
rate  formation mechanism.  

Reform and Development of
Foreign Exchange Administration 

Further  faci l i ta t ing t rade act ivi t ies .  Automatic  ver i f icat ion of  
import  payment  was adopted for  remit tance on del ivery.  The 
Expor t  P roceeds  Repor t ing  and  Ver i f i ca t ion  Sys tem was  
i m p l e m e n t e d  n a t i o n w i d e .  T h e  m a n a g e m e n t  m e t h o d  o f  
ver i f icat ion on the internet  was experimented,  and the scope of  
automatic  ver i f icat ion by export  f i rms was gradual ly  expanded.  
Upper  l imits  on enterpr ise 's  foreign exchange accounts  under  
current  account  were raised,  and regional  cei l ings of  foreign 
exchange accounts  were  removed.  Mul t inat ional  corpora t ions  
were al lowed to  pay advanced or  apport ioned expenses  for  non-
t rade  purposes  to  the i r  overseas  aff i l ia tes .  The  s tandards  of  
outbound fore ign exchange usage by enterpr ises  and ent i t ies  
that  are  not  included in  the f inancial  budget  going abroad on 
off ic ia l  business  were unif ied and increased,  and the cr i ter ia  of  
foreign exchange purchase for  se l f - f inanced s tudy abroad by 
ind iv idua l s  was  r a i s ed .  Fo re ign  exchange  admin i s t r a t i ve  
pol ic ies  on foreign t rade by individuals  were establ ished,  with 
i nd iv idua l s  be ing  a l l owed  to  conduc t  fo re ign  exchange  
col lect ion and payment  for  t rade purpose.  Individuals '  use  of  
domest ic  renminbi  bankcards  in  Singapore,  Thai land and Korea 
was encouraged.  

Strengthening the adminis t ra t ion of  capi ta l  inf lows and foreign 
exchange  sa les .  The  regu la t ions  on  ex te rna l  bor rowing  and  
domest ic  foreign exchange loans were unif ied for  domest ic  and 
fore ign- funded  banks .  Sca le  cont ro l  was  appl ied  to  ex terna l  
borrowing by foreign-funded banks and the adminis t rat ion of  
the sale  of  domest ic  foreign exchange loans extended by them 
was  s t r eng thened .  I t  was  r e i t e ra t ed  tha t  the  sum of  the  
cumulat ive occurrences  of  medium and long-term external  debt  
and  the  ou t s tand ing  shor t - t e rm ex te rna l  deb t  o f  a  fo re ign-
f u n d e d  e n t e r p r i s e  m a y  n o t  e x c e e d  t h e  d i f f e r e n c e  b e t w e e n  i t s  
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total  investment  and i ts  regis tered capi ta l .  In  the pr inciple  of  
bona f ide demand,  the system of  "foreign exchange sale  for  
payments"  was adopted for  the adminis t rat ion of  a  s ingle  sale  
of  foreign exchange equi ty  capi ta l  and external  debt  exceeding 
US$200,000 by foreign-funded enterpr ises ,  making clear  that  
in te rna t iona l  commerc ia l  loans  bor rowed  by  fo re ign- funded  
enterpr ises  shal l  not  be  used for  the  repayment  of  renminbi  
loans .  The  au then t ic i ty  ver i f i ca t ion  o f  c ross -border  cap i ta l  
f l ows  and  fo re ign  exchange  s a l e s  by  i nd iv idua l s  was  
s t rengthened.

Widen ing  channe l s  fo r  o rde r ly  cap i t a l  ou t f lows .  Fore ign  
exchange  adminis t ra t ion  of  overseas  inves tment  was  fur ther  
r e fo rmed  wi th  a  v iew to  suppor t ing  g loba l  ope ra t ion  o f  
domest ic  enterpr ises .  Qual i f ied mult inat ional  corporat ions were 
a l lowed  to  conduc t  in te rna l  opera t ion  o f  fo re ign  exchange  
funds  among  the i r  domes t i c  member  companies  and  the i r  
overseas  aff i l ia tes .  Insurance companies  were al lowed to  invest  
the i r  fore ign exchange funds  in  overseas  secur i t ies  markets .  
Emigran t  Chinese  were  a l lowed  to  t rans fe r  the i r  l eg i t imate  
a s se t s  ou t s ide  Ch ina ,  and  non- res iden t s  were  a l lowed  to  
t r an s f e r  t he i r  i nhe r i t ed  a s s e t s  ou tbound .  Res ea r ch  on  
in t roduc ing  in te rna t iona l  deve lopment  ins t i tu t ions  to  i s sue  
renminbi-denominated bonds was made.   

Steadi ly  promoting the reform of  foreign exchange market .  The 
cei l ing of  enterpr ise 's  foreign exchange accounts  under  current  
account  was raised,  more authori ty  was granted to  enterpr ises  
and individuals  in  using their  foreign exchange,  and the band 
of  des ignated  fore ign exchange banks '  revolving pos i t ion  of  
foreign exchange purchase and sale  business  was broadened.  
Pi lot  program on forward foreign exchange purchase and sale  
which  had  been  conduc ted  by  the  b ig  four  s t a t ed -owned  
commercial  banks was extended to  other  banks.  The business  of  
purchase and sale  between foreign currencies  were approved,  
and new foreign exchange f inancial  products  were introduced.  

Strengthening the monitor ing of  balance of  payments  and ear ly  
warning of  r isks .  Indicator  system and working rules  for  off-
s i te  supervis ion were  es tabl ished.  As inspect ion of  s ta t is t ics  
was  t i gh tened ,  da t a  qua l i ty  was  improved .  In t e rna t iona l  
Investment  Posi t ion s ta tement  was compiled on a  t r ia l  basis .  
Research  on  es tab l i sh ing  a  h igh- f requency  deb t  moni to r ing  
s y s t e m  a n d  a  m a r k e t  e x p e c t a t i o n  s u r v e y  s y s t e m  w a s  m a d e .  
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Trade credi t  survey system was establ ished,  and the monitor ing 
systems of  export  exchange costs ,  currency circulat ion related 
to  border  t r ade  and  fo re ign  exchange  b lack  marke t  were  
improved.

Vigorously rect i fying and regulat ing foreign exchange market .  
On-s i te  examina t ion  and  off - s i t e  inspec t ion  were  combined ,  
with more effor ts  being devoted to  the enforcement  of  foreign 
exchange laws and regulat ions.  A number of  major  cases  were 
detected and disposed of .  Through enhanced cooperat ion with 
other  government  departments ,  the crackdown on "underground 
money shops" was launched nat ionwide.  Anti-money laundering 
was  in tens i f i ed  f rom the  pe r spec t ive  o f  fo re ign  exchange  
adminis t rat ion,  by taking advantage of  the information system 
of  r epor t ing  l a rge -va lue  and  susp ic ious  fo re ign  exchange  
t ransact ions to  monitor  i r regular  capi ta l  f lows.  

S p e e d i n g  u p  t h e  t r a n s f o r m a t i o n  o f  f o r e i g n  e x c h a n g e  
adminis t rat ion funct ions.  In  accordance with the Adminis trat ive  
L icense  Law  and  the  r equ i remen t s  o f  the  S ta t e  Counc i l  
concerning the reform of  the adminis t rat ive approval  system, 
the third round of  c leaning up adminis t rat ive approval  i tems 
was  comple t ed .  On  the  ba s i s  o f  t he  r emova l  o f  26  
adminis t rat ive approval  i tems,  8  more i tems were removed,  and 
39 i tems were retained.  

Improv ing  the  managemen t  and  r i sk  con t ro l  o f  fo re ign  
exchange reserves .  St icking to  a  scient i f ic  and prudent ia l  mode 
of  reserve management ,  decis ion-making procedures  and r isk 
management  f ramework for  investment  were fur ther  improved.  
The scope of  opt ional  f inancial  products  for  investment  was 
expanded ,  and  the  cu r rency  compos i t ion  o f  r e se rves  was  
opt imized.  The overal l  matur i ty  yield of  reserve portfol ios  was 
h ighe r  than  tha t  r equ i red  by  the  inves tmen t  benchmark ,  
rea l iz ing  the  ob jec t ives  o f  rese rve  management  in  t e rms  of  
securi ty,  l iquidi ty  and prof i tabi l i ty.

Support ing the development  of  renminbi  business  in  Hong Kong 
and  Macau .   The  use  of  renminbi  bankcards  in  Hong Kong 
andMacau was liberalized, banks in Hong Kong and Macau were 80
businesses ,  and set t lement  arrangements  for  renminbi  business  

were  p rov ided  to  banks  in  Hong  Kong  and  Macau .  The  

d e v e l o p m e n t s  o f  t h e s e  b u s i n e s s e s  w a s  c l o s e l y  t r a c k e d  a n d  
assessed  fo r  the  sake  o f  fo l low-up  resea rch  on  overseas  
personal  renminbi  business .  
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China's  Balance of  Payments ,  External  debt  
and Foreign Exchange Market  Analysis

Balance of  Payments  Posit ion

In  2004,  with the rapid development  of  nat ional  economy,  fas t  
g rowth  of  fo re ign  t rade  and  la rge  in f lows  of  fo re ign  d i rec t  
investment ,  China 's  current  account  and capi ta l  and f inancial  
accoun t  main ta ined  a  dua l  su rp lus .  Of  which ,  the  cur ren t  
account  surplus  rose by 50 percent  year  on year  to  US$ 68.659 
bi l l ion;  and the capi ta l  and f inancial  account  surplus  jumped by 
110 percent  to  US$110.66 bi l l ion.  By the end of  2004,  foreign 
exchange reserves  reached US$609.932 bi l l ion,  an increase of  
US$206.681 bi l l ion as  compared with the end of  las t  year.  

Current account surplus grew rapidly

Tr a d e  s u r p l u s  i n  g o o d s  w e n t  u p .  Based  on  in te rna t iona l  
coverage  o f  ba lance  o f  payments  s t a t i s t i c s ,  Ch ina ' s  t r ade  
surplus  in  goods rose by 32 percent  to  US$ 58.982 bi l l ion,  of  
which exports  went  up 35 percent  year  on year  to  US$593.393 
b i l l ion  and  impor t s  rose  by  36  pe rcen t  yea r  on  yea r  to  
US$534.41 bi l l ion.  The rapid  growth of  China 's  imports  and 
exports  was mainly at t r ibutable  to  the recovery of  the world 
economy and the rapid development  of  domest ic  economy.  

S c a l e  o f  s e r v i c e  t r a d e  i n c r e a s e d .  With China 's  opening-up of  
s e rv i ce  s ec to r s  and  inc reas ing  pe r sonne l  and  economic  
exchanges ,  the  scale  of  service  t rade expanded gradual ly.  In  
2004,  the credi t  and debi t  of  service t rade reached US$62.434 
bi l l ion and US$72.133 bi l l ion respect ively,  up by 34 percent  
and 30 percent  respect ively.  The service def ic i t  widened to  US$ 
9 .699  b i l l ion ,  up  by  13  percen t  year  on  year.  In  t e rms  of  
compos i t ion ,  t ranspor ta t ion  was  the  main  cont r ibu tor  to  the  
enlarged service def ic i t .  In  2004,  the credi t  and debi t  under  the 
i tem of  t ransportat ion were US$12.067 bi l l ion and US$24.544 
bi l l ion respect ively,  leaving a  def ic i t  of  US$12.476 bi l l ion,  an 
increase of  US$2.15 bi l l ion over  2003.In addi t ion,  fa i r ly  large 
deficits were registered under the items of insurance, royalties and  
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l i c ense  f ee s  and  consu l t a t i on .  In  2004 ,  i n su rance  de f i c i t  

j umped  by  35  pe rcen t  yea r  on  yea r  t o  US$5 .743  b i l l i on ;  

roya l t i e s  and  l i cense  f ees  rose  by  24  pe rcen t  t o  US$4 .26  

bi l l ion  and consul ta t ion def ic i t  went  up 1  percent  to  US$1.581 

bi l l ion .  The widened service  def ic i t  showed the  necess i ty  to  

improve the  compet i t iveness  of  China ' s  service  sec tors  wi th  

the  implementa t ion of  China ' s  commitments  to  the  WTO entry.

Income def ic i t  went  down s l igh t ly.  In  2004 ,  the  c red i t  and  

debi t  of  under  the  income i tem reached US$ 20.544 bi l l ion  and 

US$  24 .067  b i l l i on  r e spec t ive ly,  up  by  28  pe rcen t  and  1  

percent  respect ively.   The rapid  growth of  receipts  and s low 

g rowth  o f  payment s  under  the  income  i t em resu l t ed  in  an  

income def ic i t  of  US$3.523 bi l l ion ,  down by US$4.316 bi l l ion  

year  on year.

In f lows  under  cu r ren t  t r ans fe r  g rew fas t .  In  2004 ,  cu r ren t  

t ransfer  surplus  surged by 30 percent  to  US$22.998 bi l l ion ,  

much higher  than the  growth of  previous  years .  In  2004,  the  

c red i t  o f  cur ren t  t ransfers  was  US$24.326  b i l l ion  and  the  debi t ,  

US$1.428 bi l l ion .  The big  jump in  current  t ransfer  surplus  was  

mainly  a t t r ibutable  to  the  increase  of  overseas  remit tance .

Capital  and f inancial  account  surplus  increased 
s ignif icantly

I n f l o w s  u n d e r  f o r e i g n  d i r e c t  i n v e s t m e n t  g r e w  m o d e r a t e l y.  

I n  2 0 0 4 ,  C h i n a ' s  a c t u a l  u t i l i z a t i o n  o f  f o r e i g n  d i r e c t  

i n v e s t m e n t  r o s e  b y  1 3  p e r c e n t  y e a r  o n  y e a r  t o  U S $  6 0 . 6 3  

b i l l i o n ,  a n d  t h e  o u t f l o w s  d u e  t o  t h e  w i t h d r a w a l  a n d  

l i q u i d a t i o n  o f  i n w a r d  f o r e i g n  d i r e c t  i n v e s t m e n t  r e a c h e d  

U S $ 5 . 6 9 4  b i l l i o n ,  l e a v i n g  U S $ 5 4 . 9 3 6  b i l l i o n  o f  n e t  

i n f l o w s  u n d e r  f o r e i g n  d i r e c t  i n v e s t m e n t ,  u p  b y  1 7  

p e r c e n t  y e a r  o n  y e a r . I n  t e r m s  o f  i n d u s t r i a l  s t r u c t u r e ,  
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fo re ign  inves tmen t  i n  h igh - t ech  indus t r i e s  ( such  a s  the  
equ ipmen t  manufac tu r ing  and  e l ec t r i c a l  mach ine ry  and  
apparatus  industr ies)  kept  r is ing.  In  terms of  sources  of  fund by 
country and region,  foreign investment  f rom Hong Kong,  Japan 
and Korea accounted for  more than 75 percent  of  the total  new 
foreign direct  investment .  

P o r t f o l i o  i n v e s t m e n t  s u r p l u s  s u rg e d  d r a m a t i c a l l y.  In  2004,  
portfol io  investment  surplus  skyrocketed by 72 percent  year  on 
year  to  US$19 .69  b i l l ion .  Of  which ,  US$13 .203  b i l l ion  o f  
inf lows were contr ibuted to  newly at t racted overseas  portfol io  
investment  funds;  and the remaining net  inf lows of  US$6.486 
bi l l ion were  due to  the  reduct ion of  foreign por t fol io  assets  
held by domest ic  inst i tut ions (mainly f inancial  inst i tut ions) ,  up 
by US$3.503 bi l l ion as  compared with 2003.  The US$13.203 
bi l l ion of  inf lows under  portfol io  investment  on the l iabi l i ty  
s ide were c losely  re la ted to  the  accelerated pace of  Chinese 
en te rpr i ses '  overseas  fund- ra i s ing  and  fore ign  inves tment  in  
China 's  securi t ies  market .  

O t h e r  i n v e s t m e n t  b a l a n c e  t u r n e d  f r o m  d e f i c i t  t o  s u r p l u s .  I n  
2 0 0 4 ,  o t h e r  i n v e s t m e n t  e n j o y e d  a  s u r p l u s  o f  U S $ 3 7 . 9 0 8  
b i l l i o n ,  w h i l e  i n  2 0 0 3 ,  i t  h a d  a  d e f i c i t  o f  U S $ 5 . 8 8 2  b i l l i o n ,  
w h i c h  m a y  b e  c o n t r i b u t e d  t o  t h e  U S $ 4 5  b i l l i o n  o f  c a p i t a l  
i n j e c t i o n  w i t h  i n t e r n a t i o n a l  r e s e r v e s  ( a s  r e c o r d e d  a s  d e b i t  
o f  o t h e r  i n v e s t m e n t ,  i . e .  c a p i t a l  o u t f l o w s )  a t  e n d - 2 0 0 3 .  On  
the  a s se t  s i de ,  ne t  i n f lows  unde r  o the r  i nves tmen t  r e a c h e d  
U S $ 1 . 9 8  b i l l i o n ,  m a i n l y  d u e  t o  t h e  w i t h d r a w a l  o f  f o r e i g n  
a s s e t s  b y  d o m e s t i c  i n s t i t u t i o n s ;  a n d  o n  t h e  l i a b i l i t y  s i d e ,  
n e t  i n f l o w s  u n d e r  o t h e r  i n v e s t m e n t  r e a c h e d  U S $ 3 5 . 9 2 8  
b i l l i o n ,  w h i c h  w a s  r e l a t e d  t o  t h e  f a s t  g r o w t h  o f  C h i n a ' s  
e x t e r n a l  d e b t .  

Reserve assets  increased by a large margin
 
I n  2 0 0 4  C h i n a ' s  i n t e r n a t i o n a l  r e s e r v e s  g r e w  r a p i d l y .  O f  
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Net errors and omissions occurred on  credit  s ide

w h i c h ,  s p e c i a l  d r a w i n g  r i g h t s  ( S D R s )  i n c r e a s e d  b y  
U S $ 0 . 1 6 1  b i l l i o n ,  t h e  r e s e r v e  p o s i t i o n  i n  t h e  I n t e r n a t i o n a l  
M o n e t a r y  F u n d  d e c r e a s e d  b y  U S $ 0 . 4 7 8  b i l l i o n ,  a n d  f o r e i g n  
e x c h a n g e  r e s e r v e s  i n c r e a s e d  b y  U S $ 2 0 6 . 6 8 1  b i l l i o n ,  h i g h e r  
t h a n  t h e  U S $ 11 6 . 8 4 4  b i l l i o n  o f  i n c r e a s e  l a s t  y e a r.  B y  t h e  
e n d  o f  2 0 0 4 ,  C h i n a ' s  f o r e i g n  e x c h a n g e  r e s e r v e s  a m o u n t e d  t o  
U S $  6 0 9 . 9 3 2  b i l l i o n .  

I n  2 0 0 4 ,  U S $ 2 7 . 0 4 5  b i l l i o n  o f  n e t  e r r o r s  a n d  o m i s s i o n s  
o c c u r r e d  o n  t h e  c r e d i t  s i d e ,  e q u i v a l e n t  t o  2 . 4  p e r c e n t  o f  
t h e  c o m b i n e d  v o l u m e  o f  e x p o r t s  a n d  i m p o r t s  o f  g o o d s  
a c c o r d i n g  t o  b a l a n c e  o f  p a y m e n t s  s t a t i s t i c a l  c o v e r a g e ,  
a n d  w a s  w e l l  w i t h i n  t h e  i n t e r n a t i o n a l l y  a c c e p t e d  
b e n c h m a r k  o f  5  p e r c e n t .

I n  2 0 0 5 ,  i n f l u e n c e d  b y  r i s i n g  c o m m o d i t y  p r i c e s  ( s u c h  a s  
r i s i n g  c r u d e  o i l  p r i c e s )  a n d  a  n e w  r o u n d  o f  i n t e r e s t  r a t e  
h i k e  w o r l d w i d e ,  t h e  w o r l d  e c o n o m y  i s  e x p e c t e d  t o  s t e p  
i n t o  a  s t a b l e  d e v e l o p m e n t .  T h e  e x t e r n a l  d e m a n d  f o r  
C h i n a ' s  e x p o r t s  w i l l  c o n t i n u e  t o  b e  s t r o n g ,  a n d  t h e  
v o l u m e  o f  e x p o r t s  i n  2 0 0 5  w i l l  m a i n t a i n  f a s t  g r o w t h .  T h e  
c o m p o s i t i o n  o f  i m p o r t s  w i l l  b e  a d j u s t e d  a n d  t h e  v o l u m e  
o f  i m p o r t s  w i l l  c o n t i n u e  t o  i n c r e a s e .  C h i n a ' s  f o r e i g n  t r a d e  
w i l l  r e m a i n  a  s u r p l u s .  Wi t h  f u r t h e r  o p e n i n g - u p  o f  C h i n a ' s  
s e r v i c e  s e c t o r s ,  t h e  s e r v i c e  a n d  i n c o m e  i t e m s  a r e  e x p e c t e d  
t o  b e  i n  d e f i c i t ,  w h i l e  c u r r e n t  t r a n s f e r s  w i l l  r e m a i n  i n  
s u r p l u s .  T h e  o v e r a l l  c u r r e n t  a c c o u n t  b a l a n c e  w i l l  b e  i n  
s u r p l u s .
 

I n  t e r m s  o f  c a p i t a l  a n d  f i n a n c i a l  a c c o u n t ,  f o r e i g n  d i r e c t  

B a l a n c e  o f  P a y m e n t s  O u t l o o k  f o r  2 0 0 5
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By the end of  2004,  China 's  outs tanding external  debt  amounted 
to  US$228 .596  b i l l ion  (exc lud ing  tha t  o f  Hong  Kong SAR,  
Macao SAR, and Taiwan Province) ,  up by US$34.962 bi l l ion or  
18.06 percent  over  the end of  2003.  Of this  total ,  outs tanding 
medium and long- term debt  s tood a t  US$124.287 bi l l ion,  an  
increase of  US$7.697 bi l l ion compared with the f igure at  the 
end of  2003,  and account ing for  54.37 percent  of  the total  debt ;  
and outs tanding shor t - term debt  was  US$104.309 bi l l ion ,  an  
increase of  US$27.265 bi l l ion compared with the f igure at  the 
end of  2003,  and account ing for  45.63 percent  of  the total .  

External  Debt

Of the total  outs tanding external  debt ,  outs tanding regis tered 
external  debt  was US$182.092 bi l l ion,  and outs tanding t rade 
credi t  was US$46.504 bi l l ion.  An increase of  US$4.082 bi l l ion 
of  the outs tanding external  debt  was at t r ibutable  to  valuat ion 
changes  in  2004.  Of  the  reg is te red  ex terna l  debt ,  sovere ign  
debts  borrowed by government  depar tments  were  US$33.591 
b i l l ion ,  account ing  for  18 .45  percen t  o f  the  to ta l ;  deb ts  o f  
Chinese-funded f inancial  inst i tut ions were US$65.969 bi l l ion,  
a ccoun t ing  fo r  36 .23  pe rcen t ;  deb t s  o f  f o r e ign - funded  
en te rp r i ses  were  US$44 .646  b i l l ion ,  accoun t ing  fo r  24 .52  
p e r c e n t ;  d e b t s  o f  C h i n e s e - f u n d e d  e n t e r p r i s e s  w e r e  U S $ 5 . 9 3 9  
b i l l i on ,  a ccoun t i ng  f o r  3 . 29  pe r cen t ;  deb t s  o f  f o r e ign - f unded   
f i n a n c i a l  i n s t i t u t i o n s  w e r e  U S $ 3 1 . 6 3 4  b i l l i o n ,  a c c o u n t i n g  
1 7 . 3 4  p e r c e n t ;  a n d  d e b t s  o f  o t h e r s   w e r e  U S $ 0 . 2 5 9  b i l l i o n ,  

investment  wil l  cont inue to  grow.  From the perspect ive of  the 
global  s t ructural  adjustment ,  Asian countr ies  and regions wil l  
s t i l l  be  main dest inat ions of  foreign direct  investment .  In  2005,  
with fur ther  opening up of  more industr ies  and cont inuously 
improv ing  d i r ec t  i nves tmen t  env i ronmen t ,  fo re ign  d i r ec t  
investment  in  manufactur ing industry and services  is  expected 
to  g row fas te r.  Ch ina  wi l l  con t inue  to  main ta in  su rp lus  in  the  
capi ta l  and f inancial  account .
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a c c o u n t i n g  f o r  0 . 1 4  p e r c e n t .  

I n  t h e  y e a r  o f  2 0 0 4 ,  n e w  b o r r o w i n g s  o f  r e g i s t e r e d  
e x t e r n a l  d e b t  a m o u n t e d  t o  U S $ 2 0 5 . 9 7 3  b i l l i o n ,  p r i n c i p a l  
r e p a y m e n t  w a s  U S $ 1 8 5 . 0 2 3  b i l l i o n ,  a n d  i n t e r e s t  p a y m e n t  
w a s  U S $ 5 . 2 1 7  b i l l i o n ,  l e a v i n g  a  n e t  e x t e r n a l  d e b t  i n f l o w s  
( n e w  b o r r o w i n g s  l e s s  p r i n c i p a l  r e p a y m e n t  a n d  i n t e r e s t  
p a y m e n t )  o f  U S $ 1 5 . 7 3 3  b i l l i o n .  

T h e  p r o m i n e n t  f e a t u r e s  o f  C h i n a ' s  e x t e r n a l  d e b t  i n  2 0 0 4  
w e r e  a s  f o l l o w s :  e x t e r n a l  d e b t  f l o w s  s u r g e d  b y  f o l d ,  t h e  
g r o s s  s c a l e  o f  e x t e r n a l  d e b t  g r e w  f a s t ,  a n d  t h e  s h a r e  o f  
s h o r t - t e r m  e x t e r n a l  d e b t  c o n t i n u e d  t o  c l i m b .  I n  p a r t i c u l a r ,  
i n  t h e  f i r s t  h a l f  y e a r ,  d u e  t o  t h e  r a p i d  e c o n o m i c  g r o w t h  i n  
C h i n a ,  a n d  d r i v e n  b y  t h e  e x p e c t a t i o n s  o f  R M B  
a p p r e c i a t i o n ,  C h i n a ' s  e x t e r n a l  d e b t  r o s e  f a s t  i n  t e r m s  o f  
s t o c k  a n d  f l o w s .  I n  o r d e r  t o  a d d r e s s  s u c h  a  p r o b l e m ,  t h e  
S A F E  a n d  r e l a t e d  g o v e r n m e n t  a g e n c i e s  a d o p t e d .  
c o r r e s p o n d i n g  p o l i c y  m e a s u r e s  a n d  c o n t r o l l e d  t h e  f a s t  
g r o w t h  o f  e x t e r n a l  d e b t ,  i n  p a r t i c u l a r  t h e  g r o w t h  o f  s h o r t -
t e r m  d e b t .  A c c o r d i n g  t o  p r e l i m i n a r y  s t a t i s t i c s ,  C h i n a ' s  
r a t i o  o f  o u t s t a n d i n g  e x t e r n a l  d e b t  t o  f o r e i g n  e x c h a n g e  
i n c o m e  u n d e r  t h e  i t e m  o f  g o o d s  a n d  s e r v i c e  t r a d e  w a s  
3 4 . 9  p e r c e n t ,  t h e  r a t i o  o f  o u t s t a n d i n g  e x t e r n a l  d e b t  t o  
G D P  w a s  1 3 . 9  p e r c e n t , t h e  d e b t  r a t i o ( r e p a y m e n t  o f  
p r i n c i p a l  a n d  p a y m e n t  o f  i n t e r e s t  o n  l o n g - a n d -   m e d i u m -
t e r m   e x t e r n a l  d e b t  p l u s  p a y m e n t  o f  i n t e r e s t  o n  s h o r t - t e r m  
e x t e r n a l  d e b t  d i v i d e d  b y  f o r e i g n  e x c h a n g e   i n c o m e  u n d e r  
t h e  i t e m  o f  g o o d s  a n d  s e r v i c e  t r a d e )  w a s  3 . 1 9  p e r c e n t ,  
a n d  t h e  r a t i o  o f  o u t s t a n d i n g  s h o r t - t e r m  e x t e r n a l  d e b t  t o  
f o r e i g n  e x c h a n g e  r e s e r v e s  w a s  1 7 . 1  p e r c e n t ,  s h o w i n g  t h a t  
m a j o r  e x t e r n a l  d e b t  i n d i c a t o r s  w e r e  w e l l  w i t h i n  a c c e p t e d  
i n t e r n a t i o n a l  b e n c h m a r k s .
 
 

In  2004,  China 's  inter-bank foreign exchange market  regis tered 
a steady operation and the  exchange rate of renminbi remained s table .

Inter-bank Foreign Exchange Market  
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Tu r n o v e r  o f  f o r e i g n  e x c h a n g e  t r a n s a c t i o n s  i n c r e a s e d .  T h e  
c u m u l a t i v e  t r a d i n g  v o l u m e  i n  t h e  i n t e r - b a n k  f o r e i g n  
e x c h a n g e  m a r k e t  a m o u n t e d  t o  U S $ 2 0 9 . 0 4  b i l l i o n ,  u p  b y  3 8 . 3  
p e r c e n t  a s  c o m p a r e d  w i t h  t h e  U S $ 1 5 1 . 1 3 1  b i l l i o n  o f  t r a d i n g  
v o l u m e  i n  2 0 0 3 ,  h i t t i n g  a  n e w  r e c o r d  .

Tr a n s a c t i o n s  o f  m a j o r  f o r e i g n  c u r r e n c i e s  w e r e  b u o y a n t .  T h e  
t r a d i n g  v o l u m e  o f  U S  d o l l a r s ,  H K  d o l l a r s  a n d  J a p a n e s e  y e n  
a l l  g r e w  s u b s t a n t i a l l y  a s  c o m p a r e d  w i t h  2 0 0 3 ,  o f  w h i c h ,  t h e  
t r a d i n g  v o l u m e  o f  U S  d o l l a r s  a n d  J a p a n e s e  y e n  w e r e  
U S $ 2 0 4 . 4 11  b i l l i o n  a n d  1 3 4 . 9 6 3  b i l l i o n  y e n  r e s p e c t i v e l y,  u p  
b y  3 7 . 8  p e r c e n t  a n d  7 6 . 5  p e r c e n t  r e s p e c t i v e l y.  H o w e v e r,  t h e  
t r a d i n g  v o l u m e  o f  e u r o  d e c r e a s e d  s l i g h t l y.  

E x c h a n g e  r a t e s  o f  r e n m i n b i  a g a i n s t  m a j o r  c u r r e n c i e s  w e r e  
m i x e d .  A t  t h e  e n d  o f  2 0 0 4 ,  t h e  e x c h a n g e  r a t e  o f  r e n m i n b i  
a g a i n s t  U S  d o l l a r  w a s  8 . 2 7 6 5 y u a n  p e r  U S  d o l l a r,  u p   
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b y  2  b a s i s  p o i n t s  a s  c o m p a r e d  w i t h  t h a t  o f  e n d - 2 0 0 3 ;  t h e  
e x c h a n g e  r a t e  o f  r e n m i n b i  a g a i n s t   e u r o  w a s  11 . 2 5 8 8 y u a n  
p e r  e u r o ,  d o w n  b y  7 . 6  p e r c e n t ;  a n d  t h e  e x c h a n g e  r a t e  o f  
r e n m i n b i  a g a i n s t   J a p a n e s e  y e n  w a s  8 . 0 5 7 3 y u a n  p e r  1 0 0  y e n ,  
d o w n  b y  3 . 9  p e r c e n t .
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In  2004 ,  the  wor ld  economy main ta ined  a  f a s t  g rowing  
momentum,  wi th  a  pronounced recovery in  major  economies  
and a  rapid growth in  several  emerging market  economies.  The 
internat ional  f inancial  markets  suffered severe f luctuat ions and 
ran into numerous problems.  The exchange rates  of  US dol lar  
decl ined fur ther,  bond yields  swung drast ical ly,  the range of  
major  s tock indices  f luctuated violent ly,  and the internat ional  
gold pr ices  hi t  new record highs from t ime to  t ime.      

Review of   International  Financial  Market  

Exchange rates  of  US Dollar  decl ined fur ther

The exchange rates  of  US dol lar  cont inued to  decl ine in  2004.  
By the end of  the year,  t rade-weighted exchange rate  of  the US 
dol lar  against  other  major  currencies  fe l l  to  a  nine-year  low of  
80.38.  The exchange rate  of  euro against  the US dol lar  picked 
up in  the f i rs t  half  year  and then reversed i ts  t rend unt i l  the 
four th  quar t e r,  when  the  s t ruc tu ra l  imba lance  o f  the  US 
reigni ted the market  a t tent ion and led to  a  sharp r ise  of  euro.  
On December 20,  the exchange rate  of  euro reached a  his tor ical  
h igh  of  1 .3667USD per  euro  s ince  i t s  b i r th ,  and  c losed  a t  
1 .3558 by the end of  2004,  up by 7.7 percent  over  end-2003.  
The exchange rates  of  US dol lar  against  other  major  currencies  
decl ined by different  margins:  year-end US dol lar  depreciated 
by 4.5 percent  against  Japanese yen,  6 .94 percent  against  UK 
ster l ing,  3 .87 percent  against  Austral ia  dol lar,  and 7.24 percent  
against  Canada dol lar  as  compared with end-2003.

  
The structural imbalance of the US economy had shown no signs of 
improvements, with the ratio of current account deficit to GDP reached as 
high as 5.6% in the fourth quarter; 
The US government acquiesced in the depreciation of its currency, and no 
allied intervention operations were undertaken by the international 
community, resulting in rampant bear operations of speculators such as 
hedge funds; 
The dramatic oil price rise had certain impact on the steady recovery of the 
US economy, and some European countries were pleased to see moderate 
appreciation in their currencies so as to offset the inflationary pressures 
brought by oil price rises; 
The currency structural adjustments of some central banks and large 
institutional investors (such as mutual funds) lowered the demand for US 
dollar-denominated assets. 

Main reasons for  the decl ine of  the US dol lar  were as  fol lows:  
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Yields  of  Treasury bonds swung drast ical ly
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The movement  of  Treasury bond markets  in  major  economies 
was  main ly  de te rmined  by  macroeconomic  t rend ,  mone ta ry  
pol icy s tance and direct ion of  internat ional  capi ta l  f lows.  the 
US T-bond yields  cont inued to  go down in the f i rs t  quarter,  and 
p icked  up  in  the  second  quar te r  due  to  the  impac t  o f  the  
interest  ra te  hike,  with 10-year  US Treasury bond yield in  June 
jumping to  4 .87 percent ,  the peak of  the whole year ;  decl ined 
gradual ly  in  the third quarter ;  and picked up again in  the fourth 
quar ter,  wi th  the  year-end yie ld  equal ing the  year-beginning 
yield.  The Japanese Treasury bond pr ices  once fel l  dramatical ly  
due to  the  s ignif icant ly  improving economic condi t ions ,  and 
were wel l  underpinned in  the second half  year.  The Germany 
Treasury bond market  movement  fol lowed that  of  US T-bond 
marke t .  Due  to  the  impac t  o f  the  apprec ia t ion  of  euro  and  
cap i ta l  in f lows ,  the  y ie ld  o f  Germany  T-bond  con t inued  to  
decl ine,  but  s t i l l  outperforming the yields  of  US T-bonds and 
Japanese T-bonds.  

By the end of  the year,  10-year  US Treasury bond yield closed 
at  4 .22 percent ,  down by 3 basis  points  over  the end of  the 
previous year.  The US Treasury bond yield curve became f la t ,  
wi th  the spread between 10-year  and 2-year  Treasury bond yield 
n a r r o w i n g  b y  1 2 8  b a s i s  p o i n t s  t o  11 5  b a s i s  p o i n t s .  1 0 - y e a r  
Germany Treasury bond yield closed at  3 .68 percent ,  down by 
61  bas i s  po in t s  year-on-year  to  4 .29  percen t .  10-year  Japanese  

The Trend of  the Exchange Rate  of  USD/EUR and JPY/USD in 2004
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Treasury bond yield closed at  1 .44 percent ,  up by 7 basis  points  
as  compared with the 1.37 percent  of  yield at  the end of  the 
previous year.  

In  2004 ,  due  to  dua l  impac t  o f  f avorab le  fac to r s  such  as  
e c o n o m i c  g r o w t h  a n d  b e n i g n  c o r p o r a t e  e a r n i n g s  a n d  
u n f a v o r a b l e  f a c t o r s  s u c h  a s  r i s i n g  o i l  p r i c e s  a n d  g e o p o l i t i c s ,  
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In  2004,  due to  the impact  of  the movements  of  US dol lar  and 
wor ld  po l i t i ca l  s i tua t ion ,  go ld  became more  popu la r  a s  a  
f inancial  hedge instrument .  The gold pr ice  deviated from the 
demand and supply for  real  gold,  but  was closely related to  the 
EUR/USD exchange  r a t e  movement ,  w i th  the  co r re l a t ion  
coeff ic ient  reaching as  high as  0 .83.  During the f i rs t  half  year,  
fo l lowing the  EUR/USD f luc tuat ions  wi th in  a  cer ta in  range ,  
gold pr ices  a lso f luctuated within the band of  380 and 423 US 
dol lars  per  ounce;  and during the second half  year,  gold pr ices  
gathered momentum fol lowing the r ise  of  euro exchange rates .  
The gold pr ice  opened at  415 US dol lars  per  ounce at  the year  
beginning,  and closed at  438.10 US dol lars  per  ounce at  the 
year  end,  5 .57 percent  higher  than a  year  before .  Si lver  pr ice  
increased by 30.83 percent  f rom the opening pr ice  of  5 .19 US 
dol lars  per  ounce at  the year  beginning to  the closing pr ice  of  
6 .79 US dol lars  per  ounce at  the year  end.

major  s tock markets  f luctuated within a  cer ta in  range.  By the 
end  of  the  year,  the  Dow Jones  average  pr ice  index  of  30  
industr ia l  s tocks closed at  10783.01 points ,  3 .15 percent  higher  
than  a  year  before ;  Frankfor t  DAX index c losed  a t  4256.08 
points ,  up by 7.34 percent ;  and Nikkei  index closed at  11488.76 
points ,  up by 7.61 percent .
 

Gold and s i lver  pr ices  kept  r is ing
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Standardiza t ion  of  s ta t i s t ica l  informat ion  was  enhanced.  The  
C lass i f i ca t ion  and  Cod ing  for  In te rna t iona l  Rece ip t s  and  
Payments  Transact ions was compiled,  which was also reported 
to  be  approved  as  na t iona l  recommended  s tandard .  Uni form 
s tandards  fo r  fo rmat  o f  documents  concern ing  ind i rec t  BOP 
stat is t ical  report ing were establ ished to  resolve problems such 
as  too many complicated documents  and cer t i f icates  for  banks 
to  conduct  indirect  BOP stat is t ical  report ing,  over-workload of  
banks  and  f requent  dupl ica t ing  work  of  f i l l ing  in  fo rms  by  
declarers .  The General  Factors  of  Bank Interface Cri ter ion for  
I nd i rec t  BOP S ta t i s t i ca l  Repor t i ng  was  e s t ab l i shed  t o  
s tandardize  data  exchanges  between banks '  computer  systems 
and BOP stat is t ical  and monitor ing system.
 
Preparatory  work for  the  upgrade of  the  BOP s ta t is t ica l  and 
monitor ing system was conducted vigorously.  The program and 
operat ing mode for  upgrading the system upgrade were set  down.  
The  p r in t ing ,  admin i s t ra t ion  and  usage  o f  domes t ic  banks '  
i n t e r n a t i o n a l  r e c e i p t s  a n d  p a y m e n t s  d o c u m e n t s  w e r e  
s tandard ized  by  in tegra t ing  banks '  in te rna t ional  rece ip ts  and  
payments  documents ,  BOP stat is t ical  report ing documents  and 
export  and import  ver i f icat ion documents ,  with al l  documents  
being regis tered for  record.  In  the t ransi t ion per iod before the 
upgrade  o f  the  BOP s ta t i s t i ca l  and  moni to r ing  sys tem,  a  
complemen ta ry  ana ly s i s  sy s t em fo r  BOP s t a t i s t i c s  and  
moni to r ing  was  deve loped  fo r  co l l ec t ing ,  p rocess ing  and  
analyzing data  of  cross-border  foreign exchange receipts  and 
payments  by banks on agent  basis .  

Network of  s ta t is t ics  and monitor ing was improved.  The t rade 
credi t  survey sys tem was  es tabl i shed  and implemented ,  wi th  
more  than  5 ,000  fo re ign  t r ade  en te rp r i ses  in  13  r eg ions  
nat ionwide being organized by local  SAFE branches to  conduct  
sample survey,  which helped obtain important  data  concerning 
the  s tock  and  f lows  of  t rade  c red i t  fo r  the  compi la t ion  o f  
Ch ina ' s  Ba lance  o f  Payment s  s t a t emen t  and  In te rna t iona l  
Inves tment  Pos i t ion  s t a tement .  The  expor t  cos t  moni to r ing  
system was reformed,  and preparatory work for  the upgrade of  
re la ted  sof tware  was  a l so  conduc ted  so  as  to  improve  the  
eff ic iency and qual i ty  of  monitor ing.  The methodology and the 
sys tem of  moni tor ing  border- t rade  cur rency  c i rcu la t ion  were  
normal ized,  and the  moni tor ing content  and repor t ing format  
w e r e  u n i f i e d .  T h e  r e s e a r c h  a n d  s u p e r v i s i o n  o n  t h e  f e a t u r e s  o f  

Statist ics  and Monitoring of  Balance of  
Payments  
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black foreign exchange market  were s t rengthened.

In te rna t iona l  Inves tment  Pos i t ion   was  compi led .  Ch ina ' s  
In te rna t iona l  Inves tment  Pos i t ion   fo r  2002  and  2003  was  
compi led  on  a  t r i a l  bas i s  and  sen t  to  re la ted  government  
departments  for  the f i rs t  t ime,  which was of  great  s ignif icance 
for  analyzing the s tock of  China 's  foreign f inancial  assets  and 
l iabi l i t ies  and i ts  debt  solvency.

Ana lys i s  and  in t e rna t iona l  coopera t ion  was  enhanced  to  
improve  the  BOP r i sk  ea r ly -warn ing  sys tem.  The  fo re ign  
exchange  rece ip t s  and  payments  s i tua t ion  and  ba lance  o f  
payments  posi t ion were forecasted and warned,  with quarter ly  
ana lys i s  repor t s  be ing  submi t ted .  The  ba lance  of  payments  
r isks  were assessed regular ly,  and the future  developments  of  
balance of  payments  were analyzed.  Research on the methods 
and ways  for  improving the  BOP r isk  ear ly-warning sys tem 
was  conduc t ed  on  t he  ba s i s  o f  f o l l owing  t he  l a t e s t  
internat ional  theories  and China 's  actual  economic s i tuat ion.  
Meanwhi le ,  a  h igh- f requency  deb t  moni to r ing  sys tem and  
p rospec t ive  su rvey  sys tem was  l aunched  by  the  SAFE in  
cooperat ion with the World Bank.  
   
In  2005,  the general  idea governing the balance of  payments  
s ta t i s t ics  and  moni tor ing  i s  to  fur ther  amend the  ru les  and  
procedures  for  BOP stat is t ical  report ing.  Cont inue to  upgrade 
the  BOP s ta t is t ica l  and moni tor ing system.  Improve China 's  
t rade  credi t  survey  sys tem,  and  enhance  the  t imel iness  and  
accuracy of  data  by taking advantage of  e lectronic  means,  thus 
to  lay a  sol id  foundat ion for  the es tabl ishment  of  an enterpr ise  
survey  sys tem for  BOP s ta t i s t i cs .   Es tab l i sh  a  p re l iminary  
information monitor ing system of  BOP transact ions under  the 
i tem of  bankcards ,  and set  down operat ional  procedures  for  the 
BOP stat is t ical  report ing under  the i tem of  bankcards.  Make 
research on es tabl ishing a  s ta t is t ical  and moni tor ing system 
re f lec t ing  banks '  own c ross -border  cap i ta l  f lows  and  the i r  
fo re ign  asse t s  and  l i ab i l i t i e s .  Coord ina te  the  s t a t i s t i c s  o f  
foreign exchange sales  and purchases  and the BOP stat is t ics .  
Research  on  se t t ing  up  mode l s  fo r  moni to r ing  shor t - t e rm 
cap i ta l  f low and  s t reng then  the  moni to r ing  of  c ross -border  
capi ta l  f lows.
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BOX

Interna t iona l  Inves tment  Pos i t ion  ( I IP)  i s  a  s ta t i s t ica l  s ta tement  re f lec t ing  the  s tock  of  
external  f inancial  assets  and l iabi l i t ies  of  an economy at  a  par t icular  point .  I t  records  the 
composi t ion of  changes in  the s tock of  an economy's  external  f inancial  assets  and l iabi l i t ies  
in  a  specif ic  per iod due to  t ransact ions,  pr ices  changes,  exchange rate  changes and other  
adjustments .  I t  i s  of  great  s ignif icance for  one to  understand the composi t ion and changes of  
an economy's  external  f inancial  assets  and l iabi l i t ies  and analyze the debt  sustainabi l i ty  and 
solvency of  an economy.  

I IP s ta tement  and  Ba lance  o f  Payments  (BOP)  s ta tement  cons t i tu te  a  comple te  se t  o f  
internat ional  accounts  of  an economy.  The account ing pr inciples  for  the valuat ion,  uni t  of  
account  and conversion in  I IP are  consis tent  with those adopted in  the compilat ion of  BOP 
statement .  China 's  I IP is  compiled in  accordance with the s tandards set  by the Internat ional  
Monetary Fund.  In  terms of  valuat ion pr inciples ,  assets  and l iabi l i t ies  are  recorded on the 
basis  of  current  market  value,  in  terms of  US dol lar,  us ing the unif ied conversion rates  of  
var ious  cur renc ies  d i ssemina ted  by  the  S ta te  Adminis t ra t ion  of  Fore ign  Exchange .  The  
columns of  the IIP highl ight  the dis t inct ion between assets  and l iabi l i t ies ,  with the difference 
between assets  and l iabi l i t ies  represent ing the net  posi t ion.  The columns are  broken down by 
funct ion,  ful ly  consis tent  with the s tandard components  of  the capi ta l  and f inancial  account  
in  the  ba lance  o f  payments .  Asse t s  a re  b roken  down in to  d i rec t  inves tment ,  por t fo l io  
investment ,  other  investment ,  and reserve assets ;  and l iabi l i t ies  are  broken down into direct  
inves tment ,  por t fo l io  inves tment  and  o ther  inves tment .  The  rows  of  the  I IP re f lec t  the  
opening posi t ion,  the closing posi t ion,  and factors  causing changes of  the posi t ion.  

Internat ional  Investment  Posi t ion 
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Procedures  o f  ve r i f i ca t ion  were  s impl i f i ed  wi th  a  v iew to  
f ac i l i t a t i ng  bus ines s  ope ra t ion  o f  en t e rp r i s e s .  Au toma t i c  
ver i f icat ion of  imports  under  the i tem of  remit tance on del ivery 
was conducted,  reducing enterpr ises '  import  ver i f icat ion by 40 
percen t  in  t e rms  of  vo lume.  Ba lance  ver i f i ca t ion  of  impor t  
payments  was adopted so that  more energy could be devoted to  
the  supervis ion of  large-amount  payments  and major  enterpr ises .  
To  so lve  some le f t -over  i s sues  appropr ia te ly,  the  da ta  on  
overdue  ver i f ica t ion  of  impor t  payments  which  could  not  be  
ver i f ied due to  var ious reasons were t ransferred from regular  
supervisory database to  special  supervisory database,  reducing 
the  da i ly  superv i s ion  o f  the  SAFE.  The  expor t  p roceeds  
ver i f icat ion and report ing system was rol led out ,  implementing 
ver i f icat ion methods adapt ive to  economic development  such as  
automatic  ver i f icat ion and on-l ine ver i f icat ion.

Ente rpr i ses '  au tonomy in  the i r  use  o f  fo re ign  exchange  was  
enhanced to  bet ter  sat isfy their  reasonable  needs.  The cei l ing on 
enterpr ises '  fore ign exchange accounts  under  current  account  
was raised,  and the regional  upper  l imits  on foreign exchange 
accounts  under  current  account  was removed,  thereby grant ing 
more authori ty  to  enterpr ises  so that  they had more autonomy in 
us ing thei r  fore ign exchange and reduced thei r  operat ional  costs .  
The  r egu la t ions  on  ou tbound  fo re ign  exchange  usage  by  
enterpr ises  and ent i t ies  that  are  not  included in  the f inancial  
budge t  go ing  abroad  on  off ic ia l  bus iness  were  promulga ted ,  
sat isfying the needs of  foreign exchange for  overseas  business  
t r ip  of  enterpr ises  of  var ious ownerships ,  including s ta te-owned 
enterpr ises ,  pr ivate  enterpr ises  and foreign-funded enterpr ises .  
Mul t ina t iona l  corpora t ions  were  a l lowed  to  make  payments  
abroad for  advanced or  apport ioned expenses  to  their  overseas  
a ff i l i a tes .  By  the  end  of  2004 ,  a  to ta l  o f  282  Chinese  and  
fo re ign - funded  mul t ina t iona l  en t e rp r i s e  g roups  and  the i r  
domest ic  aff i l ia tes  had regis tered  wi th  the  SAFE for  record .  
Related foreign exchange adminis t ra t ion measures  concerning 
ove r seas  ou t sou rc ing  p roduc t ion  (OEM and  ODM)  were  
explored and establ ished,  and were conducted on a  t r ia l  basis  in  
S henzhen  and  S hang ha i .  P i l o t  p r og r am o n  cen t r a l i z ed  
management  and central ized receipts  and payments  of  foreign 
exchange  under  cur ren t  account  by  mul t ina t iona l  en te rpr i se  
groups  was  ac t ive ly  launched.  The  reconci l ia t ion  of  da ta  on  
f o r e i g n  e x c h a n g e  a c c o u n t s  w a s  c o n d u c t e d  t o  e n h a n c e  t h e  
d a t a  qual i ty.

Foreign Exchange Administration under 
Current Account
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A d m i n i s t r a t i o n  o f  i n d i v i d u a l s '  f o r e i g n  e x c h a n g e  w a s  
s t rengthened and individuals '  needs of  foreign exchange were 
fur ther  sat isf ied.  For  bet ter  implementat ion of  the new Foreign 
Trade  Law ,  fo re ign  exchange  admin i s t r a t ive  po l i c i e s  fo r  
i nd iv idua l s '  fo re ign  t r ade  bus iness  were  pub l i shed .  The  
s tandards of  foreign exchange supply for  self-f inanced s tudy 
abroad were increased,  with foreign exchange for  tui t ion being 
suppl ied according to  the real  demand;  and the coverage of  
fo re ign  exchange  supp ly  fo r  l iv ing  expenses  was  fu r the r  
widened ,  wi th  a  supp ly  no  more  than  the  equ iva len t  o f  
US$20 ,000  be ing  conduc ted  d i rec t ly  a t  banks .  Meanwhi le ,  
individuals  were al lowed to  repay their  overseas  consumption 
or  overdraf ts  using domest ic  bankcards with purchased foreign 
exchange .  In  2004 ,  fo re ign  exchange  purchase  fo r  p r iva te  
purposes  by domest ic  individuals  totaled US$1.96 bi l l ion,  up 
by 63.3 percent  over  the same per iod of  las t  year.  Regulat ions 
on s tandardizing foreign exchange receipts  and payments  by 
ind iv idua l s  were  i s sued  to  s t reng then  the  superv i s ion  and  
managemen t  o f  t he  au then t i c i t y  o f  b ig -amoun t  fo re ign  
exchange sales  by individuals .  

Flexible  foreign exchange adminis t ra t ive  pol ic ies  for  border  
t rade were establ ished in  a  bid to  promote the development  of  
border  t rade in  the north-east  and western regions.  Convert ible  
currencies ,  renminbi  and the currency of  the adjacent  country 
were al l  a l lowed to  be used in  border  t rade set t lement ,  with 
f l ex ib le  po l i c i e s  be ing  adop ted  in  the  admin i s t r a t ion  o f  
ver i f icat ion of  foreign exchange receipts  and payments  under  
b o r d e r  t r a d e .  D e t a i l e d  r u l e s  f o r  i m p l e m e n t i n g  t h e  
adminis t ra t ion of  border  t rade were formulated according to  
the  charac te r i s t i cs  o f  d i ffe ren t  f ron t ie r  reg ions .  The  SAFE 
promoted the  p i lo t  program on tax  rebates  for  border  t rade  
s e t t l ed  i n  r enminb i  i n  conce r t ed  e f fo r t s  w i th  r e l a t ed  
government  departments ,  increased tax rebate  ra tes  for  border  
t rade set t led in  renminbi  via  the banking system, and guided 
the set t lements  of  exports  under  border  t rade into the banking 
set t lement  system. 

In 2005, the general idea governing foreign exchange adminis t rat ion 
under  cur ren t  account  i s  to  fac i l i t a te  the  fo re ign  exchange  
usage  o f  en te rp r i ses  and  ind iv idua l s  and  mee t  r easonab le  
fo re ign  exchange  demand  unde r  cu r ren t  accoun t  i n  the  
p r inc ip le  o f  cur ren t  account  conver t ib i l i ty ;  g radua l ly  conduc t  
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double-way and  ba lanced  superv is ion  of  capi ta l  f lows  under  
current  account ,  and maintain the equi l ibr ium of  the balance of  
payments .  Improve the management  information system under  
current  account  by making ful l  use of  advanced technology such 
as computerized system. Continue to innovate the adminis t rat ion 
of  export  and import  ver i f icat ion,  advance the reform of  foreign 
exchange accounts under current account, improve the administration 
of resident individuals' and  non-resident ind iv idua l s '  fo re ign  
exchange,  receipts  improve the foreign exchange adminis t rat ion 
system of  service t rade,  faci l i ta te  foreign exchange col lect ions 
a n d  p a y m e n t s  u n d e r  c u r r e n t  a c c o u n t  b y  m u l t i n a t i o n a l  
corpora t ions ,  and  fu r the r  s t andard ize  the  fo re ign  exchange  
adminis t rat ion regulat ions governing border  t rade.  

F o r  d o m e s t i c  i n s t i t u t i o n s  w h o s e  f o r e i g n  
exchange  expendi tu res  under  cur ren t  account  
were  l e s s  t han  80  pe rcen t  o f  i t s  fo re ign  
exchange receipts  under  current  account  for  the 
p rev ious  yea r,  the  ce i l ing  fo r  the i r  fo re ign  
exchange accounts  under  current  account  shal l  
be  se t  as  30  percen t  o f  i t s  fo re ign  exchange  
receipts  under  current  account  for  the previous 
year.  
F o r  d o m e s t i c  i n s t i t u t i o n s  w h o s e  f o r e i g n  
exchange  expendi tu res  under  cur ren t  account  
were  more  than  80  percen t  ( inc lus ive)  o f  i t s  
foreign exchange receipts  under  current  account  
fo r  the  p rev ious  yea r,  the  ce i l ing  fo r  the i r  
f o r e i g n  e x c h a n g e  a c c o u n t s  u n d e r  c u r r e n t  
account  shal l  be set  as  50 percent  of  i ts  foreign 
exchange receipts  under  current  account  for  the 
previous year.
Regional  ce i l ing  of  fore ign  exchange  account  
under  cu r ren t  accoun t  i s  r emoved ,  and  the  
ce i l ing  on  fo re ign  exchange  accoun t  under  
current  account  shal l  be unif ied nat ionwide.

BOX

1.

2.

3.

Steadily Advancing Reform of Regulation on Foreign Exchange Accounts 
to Facilitate Foreign Exchange Collection and Payment Activities

Main Points  of  Pol ic ies Effective Date Regulat ions

M a y  1 ,  
2004

Circu la r  o f  the  S ta te  
A d m i n i s t r a t i o n  o f  
Fore ign  Exchange  on  
I ssues  Rela ted  to  the  
A d j u s t m e n t  o f  t h e  
Cr i t e r i a  fo r  Se t t i ng  
Ce i l ings  on  Fore ign  
E x c h a n g e  A c c o u n t s  
under  Current  Account
(Promulga ted  by  the  
SAFE on  March  30 ,  
2 0 0 4 ) H u i f a [ 2 0 0 4 ]  
NO.23

Inco rpo ra t e  t he  admin i s t r a t i on  o f  f o r e ign  
exchange accounts  under  current  account  under  
the fol lowing i tems into the adminis t ra t ion of  
f o r e i g n  e x c h a n g e  a c c o u n t s  u n d e r  c u r r e n t  
accoun t  fo r  spec ia l  sources  and  ea rmarked  
purposes ,  wi th  the  ce i l ing  be ing  se t  a t  100  
percent  of  their  foreign exchange proceeds:   

Sep tember  1 ,  
2003

Circu la r  o f  the  S ta te  
A d m i n i s t r a t i o n  o f  
Fore ign  Exchange  on  
Adjus t ing  the  Po l i cy  
on the Adminis t ra t ion 
o f  Fore ign  Exchange  
Accounts under Current  
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F o r e ign  exchange  accoun t s  unde r  cu r r en t  
account  under  the i tems of  internat ional  project  
contract ing and internat ional  labor  services .
F o r e ign  exchange  accoun t s  unde r  cu r r en t  
account  under  the i tems of  internat ional  ocean 
sh ipp ing ,  sh ipper  and  fo rwarder  on  an  agen t  
basis .  
F o r e ign  exchange  accoun t s  unde r  cu r r en t  
a c c o u n t  u n d e r  t h e  i t e m  o f  i n t e r n a t i o n a l  
invi ta t ion of  publ ic  bidding.
F o r e ign  exchange  accoun t s  unde r  cu r r en t  
account  under  the  i t em of  t emporary  fo re ign  
exchange proceeds from overseas  that  must  be 
t ransfe r red  to  o ther  domes t ic  ins t i tu t ions  and  
individuals .   

A c c o u n t  u n d e r  t h e  
I tems of  In ternat ional  
P r o j e c t  C o n t r a c t i n g  
and  e t c . (P romulga ted  
by the SAFE on August  
5 ,  2 0 0 3 ) H u i f a [ 2 0 0 3 ]  
NO.90

Fur the r  l i f t  t he  con t ro l s  on  Chinese - funded  
enterprises in terms of opening a foreign exchange 
account  under  current  account ,  a l lowing Chinese-
funded enterprises and foreign-funded enterpr ises  
wi th  the  r igh t  o f  fo re ign  bus iness  o r  hav ing  
foreign exchange proceeds under  current account 
to open a foreign exchange account  under  current  
account .
Incorporate the former foreign exchange set t lement  
account  and specia l  fore ign  exchange account  
into a foreign exchange account under current account .
Conduct  a  unif ied cei l ing management  against  
foreign exchange account  under  current  account ,  
with the cei l ing being set  a t  20 percent  of  the 
f o r e i g n  e x c h a n g e  p r o c e e d s  u n d e r  c u r r e n t  
account  for  the previous year.
For  those  en t i t i e s  tha t  do  no t  have  fo re ign  
exchange proceeds under  current  account  in  the 
previous year,  their  ini t ia l  cei l ing is  set  a t  an 
equivalent  of  US$ 100,000.
The regional  cei l ing for  a l l  SAFE branches is  
se t  a s  25  pe rcen t  o f  the  fo re ign  exchange  
proceeds under  current  account  for  the previous 
year,  and local  SAFE branches are  authorized to  
adjust  the cei l ing for  foreign exchange account  
u n d e r  c u r r e n t  a c c o u n t  o f  t h e  d o m e s t i c  
ins t i tu t ions  wi thin  thei r  jur isdic t ion according 
to  their  actual  s i tuat ion provided that  the sum of  
ce i l ings  fo r  fo re ign  exchange  accounts  under  
current  account  of  a l l  the ent i t ies  within their  
jur isdict ion do not  exceed the regional  cei l ing.

October 15, 
2002

Ci rcu la r  o f  the  S ta te  
A d m i n i s t r a t i o n  o f  
Fore ign  Exchange  on  
F u r t h e r  A d j u s t i n g  
P o l i c i e s  o n   
A d m i n i s t r a t i o n  o f   
F o r e i g n  E x c h a n g e  
Accoun t  Opened  fo r   
Current  A c c o u n t  
P u r p o s e ( P r o m u l g a t e d  
b y  t h e  S A F E  o n  
September  9 ,  2002)
Huifa[2002]  NO.87
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Main Points  of  Pol ic ies Effective Date Regulat ions

The  ce i l ing  of  fo re ign  exchange  account  fo r  
special  proceed sources  and earmarked purposes  
such as  donat ion,  a id  and internat ional  postal  
remit tance is  set  a t  100 percent  of  the foreign 
exchange proceeds from special sources listed above.
The pol ic ies  on the  adminis t ra t ion  of  fore ign 
exchange  account  under  cur ren t  accoun t  fo r  
Chinese-funded enterpr ises  and foreign-funded 
enterpr ises  are  unif ied.  

Con t ro l s  on  Ch inese - funded  en te rp r i s e s  i n  
terms of  opening foreign exchange set t lement  
accounts  was  re laxed  and  the  coverage  was  
expanded,  Chinese-funded enterpr ises  wi th  an 
annual  foreign exchange proceeds exceeding the 
equivalent  of  US$2,000,000,  an annual  foreign 
exchange expendi ture  exceeding the equivalent  
o f  US$200 ,000 ,  en joy ing  expor t  and  impor t  
r ights ,  wi th  sound f inancial  posi t ion,  and not  
v io la t ing  fore ign  exchange  regula t ions  in  the  
past  two years ,  were al lowed to  keep a  cer ta in  
part of foreign exchange proceeds in their accounts。
The  ce i l ing  fo r  Ch inese - funded  en te rp r i ses '  
foreign exchange set t lement  accounts  shal l  be 
se t  a t  25  percen t  o f  the  smal le r  one  o f  the  
cumulat ive export  receipts  and the cumulat ive 
foreign exchange expenditures for the previous year。
For  l a rge - s i zed  en te rp r i ses  wi th  an  annua l  
vo lume  o f  expor t s  and  impor t s  exceed ing  
US$10,000,000 ( inclus ive) ,  they can apply  to  
the  loca l  SAFE b ranches  fo r  open ing  2 -3  
fore ign  exchange  accounts  accord ing  to  the i r  
actual  operat ional  needs.   

December 1, 
2001

Ci rcu la r  o f  the  S ta te  
A d m i n i s t r a t i o n  o f  
Fore ign  Exchange  on  
Detai led Implementing 
R u l e s  o n  t h e  
A d m i n i s t r a t i o n  o f  
F o r e i g n  E x c h a n g e  
S e t t l e m e n t  A c c o u n t s  
o f  C h i n e s e - f u n d e d  
Enterprises(Promulgated  
b y  t h e  S A F E  o n  
November 12,  2001)
Huifa[2001]  NO.184

Fore ign exchange accounts  were  c lass i f ied  as  
f o r e i g n  e x c h a n g e  a c c o u n t s  u n d e r  c u r r e n t  
account  and  fore ign  exchange  accounts  under  
cap i ta l  account  by  na ture ,  meanwhi le  fore ign  
exchange accounts  under  current  account  were 
c l a s s i f i ed  in to  fo re ign  exchange  se t t l emen t  
accounts  and special  foreign exchange accounts  
by funct ion,  and different ia l  adminis t rat ion was 
conducted for  foreign exchange accounts  with 
different  nature .
Fore ign  t r ad ing  en te rp r i ses  wi th  an  annua l  
volume of  expor ts  and impor ts  exceeding the  
equivalent  of  US$ 30 mil l ion ,  regis tered capi ta l  

O c t o b e r  1 5 ,  
1997;

September  30,  
1997;  

R e g u l a t i o n s  o n  t h e  
A d m i n i s t r a t i o n  o f  
D o m e s t i c  F o r e i g n  
Exchange Account
(P romulga ted  by  the  
P e o p l e ' s  B a n k  o f  
China  on  Oc tober  7 ,  
1997)Yinfa [1997]  
NO. 416

Ci rcu la r  on  Al lowing  
C h i n e s e - f u n d e d  
E n t e r p r i s e s  t o  K e e p  
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above 10 million renminbi and enjoying export and 
import rights, and production enterprises enjoying 
export and import rights with an annual volume of 
exports and imports exceeding the equivalent of US$ 
10 million, registered capital above 30 million 
renminbi and net assets no less than 30 percent of 
their registered capital, were allowed to open foreign 
exchange settlement accounts and keep a certain part 
of foreign exchange proceeds in their accounts.
The ceiling for Chinese-funded enterprises' foreign 
exchange settlement account was set at 15 percent of 
their total value of exports and imports for the 
preceding year.
All foreign exchange proceeds in special foreign 
exchange accounts under the items of international 
project contracting and international labor services 
were allowed to be held in the accounts.
All foreign-funded enterprises were allowed to open 
foreign exchange settlement accounts, with the 
ceiling for their accounts being set according to their 
paid-in capital and the turnover of foreign exchange 
for current account transactions.

F o r e i g n  E x c h a n g e  
P roceeds  w i th in  t he  
Account  Cei l ing
(Promulga ted  by  the  
People's Bank of China 
on September 30, 1997)
Yinfa [1997]  NO. 402

Operational Procedures  
for  the Adminis t rat ion 
o f  C h i n e s e - f u n d e d  
E n t e r p r i s e s  K e e p i n g  
F o r e i g n  E x c h a n g e  
P roceeds  w i th in  t he  
Account  Cei l ing
(Promulga ted  by  the  
SAFE on  Sep tember  
29,  1997)
[97]Huizhengfa NO.07

Foreign-funded enterprises were allowed to open 
foreign exchange accounts and keep some foreign 
exchange proceeds under current account.
For Chinese-funded enterprises, they may be allowed 
to open foreign exchange accounts for foreign 
exchange proceeds under the following items: 
foreign exchange proceeds of companies engaged in 
overseas project contracting, or in the provision of 
labor services to, technical cooperation with, or other 
services to entities abroad; foreign exchange that 
received and paid on behalf of their principals by 
organizations acting as agents in foreign-related 
business or in overseas business; foreign exchange 
that has been provisionally collected and is awaiting 
payment or settlement; and premiums for foreign 
exchange insurance accepted by, premiums for the 
insurance of risks to be reinsured with overseas 
insurance companies by, and as yet unsettled 
payments of premiums of , insurance companies. 
Enterprises were not allowed to open foreign 
exchange accounts for other foreign exchange 
proceeds under current account that were not 
mentioned above. Instead, all such foreign exchange 
shall be sold to designated foreign exchange banks. 

J a n u a r y  1 ,  
1994

Announcement  o f  the  
P e o p l e ' s  B a n k  o f  
C h i n a  o n  F u r t h e r  
R e f o r m i n g  t h e  
F o r e i g n  E x c h a n g e  
Adminis t rat ion System
(Promulga ted  by  the  
P e o p l e ' s  B a n k  o f  
China  on  December  28,  
1993)

O c t o b e r  
15,  1997
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Adjustment of Policies on Foreign Exchange Administration under 
Current Account for Resident Individuals since 2001 

To  sa t i s fy  the  needs  o f  fo re ign  exchange  
purchases  by enterpr ises  and ent i t ies  that  are  
no t  inc luded  in  the  f inanc ia l  budge t  go ing  
abroad on off ic ia l  business ,  the guiding quotas  
se t  fo r  t rave l  expenses  a re  as  fo l lows:  fo r  a  
person going abroad on off ic ia l  business ,  i f  he 
is  a l lowed to  s tay abroad for  no more than 30 
days ( inc lu s ive ) ,  he  may  pu rchase  fo r e ign  
exchange  equiva len t  to  US$3,000  f rom banks  
for  once;  i f  he  is  a l lowed to  s tay abroad for  
more  than  30  days ,  he  may purchase  fore ign  
exchange  equiva len t  to  US$5,000  f rom banks  
for  once.  I f  the amount  exceeds the aforesaid 
gu id ing  l imi t s ,  he  sha l l  app ly  to  the  SAFE 
branch  o r  sub-branch  fo r  approva l  and  then  
purchase  fore ign  exchange  f rom a  des igna ted  
foreign exchange bank.  
In  addi t ion,  any s taff  of  enterpr ises  or  ent i t ies  
tha t  a re  no t  inc luded  in  the  f inanc ia l  budge t  
go ing  abroad  on  o ff i c ia l  bus iness  may  a l so  
purchase  pocket  money equivalent  to  US$400 
with his  or  her  own renminbi  fund for  once.
Enterpr ises  and ent i t ies  that  are  not  included in  
t he  f inanc ia l  budge t  may  go  th rough  the  
formali t ies  for  use of  foreign exchange before  
going abroad or  af ter  re turning from abroad.   

December 15,  
2004

Ci rcu la r  o f  the  S ta te  
A d m i n i s t r a t i o n  o f  
F o r e i g n  E x c h a n g e  
c o n c e r n i n g  S o m e  
I ssues  Re la ted  to  the  
U s e  o f  F o r e i g n  
Exchange of Enterpr ises  
and  Ent i t i e s  tha t  a re  
no t  i nc luded  in  the  
F inanc ia l  Budge t  fo r  
F o r e i g n  Tr a v e l  o n  
Off ic ial  Business
(P romulga ted  by  the  
SAFE on December 7,  
2 0 0 4 ) H u i f a [ 2 0 0 4 ]  
NO.117

The  gu id ing  quo t a s  o f  f o r e ign  exchange  
purchases  fo r  se l f - f inanced  s tudy  abroad  by  
res iden t  ind iv idua l s  was  inc reased  f rom the  
current  s tandard of  an equivalent  of  US$20,000 
per  person per  annum to the fol lowing cr i ter ia :  
t he  gu id ing  quo ta s  fo r  f o r e ign  exchange  
covering tui t ion is  set  according to  the amount  
l is ted in  the Let ter  of  Acceptance or  the tui t ion 
cer t i f icate  of  the schools  outs ide China,  and the 
ce i l ing  fo r  fo re ign  exchange  cover ing  l iv ing  
expenses  i s  US$20 ,000  or  i t s  equ iva len t  per  
person per  annum. 
Evidences  for  fore ign exchange purchases  for  
l iving expenses  for  self-f inanced s tudy abroad 
were  cu t  down ,  w i th  a  fo re ign  exchange  
p u r c h a s e  f o r  l i v i n g  e x p e n s e s  b e l o w  t h e  
equiva lent  of  US$20,000,  ev idences  of  l iv ing  
expenses  were no longer  needed.  
For  a  se l f - f inanced s tudent  going to  s tudy in  
such countr ies  where foreign exchange deposi ts  
are  required,  such as  Germany and Belgium,  he 

J a n u a r y  1 ,  
2005

Ci rcu la r  o f  the  S ta te  
A d m i n i s t r a t i o n  o f  
F o r e i g n  E x c h a n g e  
concerning  Adjust ing 
the Guiding Quotas  of  
F o r e i g n  E x c h a n g e  
Pu rchase s  f o r  Se l f -
f inanced Study Abroad 
by Domest ic  Resident  
Individuals
(P romulga ted  by  the  
SAFE on November 9,  
2 0 0 4 ) H u i f a [ 2 0 0 4 ]  
NO.111
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may purchase pocket  money equivalent  to  US$3,  
000  in  add i t ion  to  the  purchase  o f  fo re ign  
exchange deposi ts .  

A cardholder  may repay his  overdraf ts  due  to  
overseas  consumption or  cash withdrawal  with  
domes t ic  fo re ign  cur rency  bankcards  wi th  h i s  
own foreign exchange funds or  with purchased 
foreign exchange from the f inancial  inst i tut ion 
that  issued the card.  

Sep tember  1 ,  
2004

Ci rcu la r  o f  the  S ta te  
A d m i n i s t r a t i o n  o f  
Fore ign  Exchange  on  
S t a n d a r d i z i n g  t h e  
A d m i n i s t r a t i o n  o f  
F o r e i g n  C u r r e n c y  
Bankcards(Promulgated  
by  the  SAFE on  June  
30 ,  2004)Hui fa [2004]  
NO. 66

T h e  g u i d i n g  q u o t a s  o f  f o r e i g n  e x c h a n g e  
purchased by resident  individuals  was increased 
accord ing  to  the  l eng th  of  ou tbound  s tay :  an  
equivalent  of  US$3,000 of  foreign exchange may 
be purchased for  outbound s tay less  than half  a  
year ;  and an equivalent  of  US$5,000 of  foreign 
exchange may be purchased for  outbound s tay no 
less  than half  a  year( inclusive) .  
The  coverage  of  fo re ign  exchange  supply  fo r  
se l f - f inanced s tudy abroad was expanded f rom 
the s tudents  s tudying preparatory col lege course 
and above to  a l l  s tudents  s tudying abroad.   
The formali t ies  for  purchasing foreign exchange 
by individuals  for  outbound tour  were  s impl i f ied:  
a  r e s iden t  ind iv idua l  may  purchase  fo re ign  
exchange by present ing his  passport ,  val id  visa  
and ID card or  res idence cer t i f icate .
A resident  individual  was al lowed to  make up 
foreign exchange purchases  af ter  his  re turn for  
his  overseas  consumption or  expendi tures  under  
current  account  provided that  their  authent ic i ty  
can be ver i f ied.  

O c t o b e r  1 ,  
2003

Circu la r  on  Adjus t ing  
the Pol ic ies  of  foreign 
exchange Purchases  by 
D o m e s t i c  R e s i d e n t  
I n d i v i d u a l s  u n d e r  
Current  Account  
(P romulga ted  by  the  
SAFE on September  1 ,  
2 0 0 3 ) H u i f a [ 2 0 0 3 ]  
NO.104

Market  access  to  the business  of  sel l ing foreign 
exchange to  res ident  individuals  was l iberal ized,  
wi th  more  qua l i f i ed  banks  be ing  a l lowed  to  
apply for  such a  t ransact ion,  while  in  the past  
only Bank of  China was authorized to  conduct  
the business .  
The former regulat ion that  a  res ident  individual  
c a n  o n l y  p u r c h a s e  f o r e i g n  e x c h a n g e  a t  l o c a l  

A u g u s t  1 ,  
2002

Circular  of   the   State  
Adminis t ra t ion        of  
Foreign Exchange   on 
Distr ibut ing          the  
DETAILED 
IMPLEMENTING 
RULES ON THE 
ADMINISTRATION 
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banks where he resides  was changed to  that  he 
may purchase  fore ign  exchange  a t  bo th  loca l  
banks and otherwise banks where he res ides .  
The  gu id ing  quo t a s  o f  f o r e ign  exchange  
purchases  fo r  p r iva te  purposes  by  r e s iden t  
ind iv idua l s  were  un i f i ed  and  r a i sed  to  an  
equivalent  of  US$ 2,000 (excluding the guiding 
quota  for  self-f inanced s tudy abroad,  which was 
equivalent  to  US$20,000) .  
The procedures  for  foreign exchange purchases  
were  s impl i f i ed .  Fore ign  exchange  purchases  
fo r  go ing  on  a  p i lg r image ,  v i s i t ing  re la t ives  
abroad and etc .  other  than self-f inanced s tudy 
abroad and outbound tour  may be conducted at  
banks  upon  the  presence  of  p r iva te  passpor t ,  
val id  visa  and residence cer t i f icates .  
Ver i f i ca t ion  admin is t ra t ion  was  conduc ted  in  
o rder  to  p reven t  dup l ica te  fo re ign  exchange  
purchases  effect ively.  

OF FOREIGN 
EXCHANGE 
PURCHASES BY 
DOMESTIC 
RESIDENT 
INDIVIDUALS 
(Promulgated  by   the  
SAFE   on    July    11,  
2002)    Huifa     [2002]  
NO.68

Fore ign  exchange  may be  purchased  to  cover  
tui t ion and l iving expenses  for  overseas  s tudy 
o f  co l l ege  cou r se s  ( i nc lud ing  p repa ra to ry  
courses)  and above by self-f inanced individuals .
The approval  procedures  for  foreign exchange 
purchases  were  s impl i f i ed :  fo re ign  exchange  
purchases  be low the  equivalent  of  US$20,000 
may  be  purchased  a t  banks  upon  presc r ibed  
e v i d e n c e s ;  f o r e i g n  e x c h a n g e  p u r c h a s e s  
exceeding the equivalent  of  US$20,000 shal l  be 
purchased  a t  banks  upon  the  approva l  o f  the  
SAFE. 

December  1 ,  
2001

Ci rcu la r  o f  the  S ta te  
A d m i n i s t r a t i o n  o f  
Fore ign  Exchange  on  
Adjus t ing  Po l ic ies  o f  
f o r e i g n  e x c h a n g e  
P u r c h a s e s  a n d  
Payments  by Resident  
Ind iv idua l s  fo r  Se l f -
f inanced Study Abroad
(Promulga ted  by  the  
SAFE on November 5,  
2 0 0 1 ) H u i f a [ 2 0 0 1 ]  
NO.185
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Adminis t ra t ion  of  fo re ign- funded  banks '  shor t - t e rm ex te rna l  
debt  was reformed.  Scale  control  was appl ied to  foreign-funded 
banks '  ex te rna l  deb t  in  a  b id  to  p romote  fa i r  compet i t ion  
be tween  Chinese- funded  banks  and  fore ign- funded  banks ,  to  
prevent  external  debt  f rom excessive growth and to  fores ta l l  
external  debt  r isk.  Measures  for  prescr ibing quotas  of  domest ic  
foreign-funded banks '  outs tanding short- term external  debt  were 
establ ished.  The regulat ions on foreign exchange loans extended 
to  domest ic  inst i tut ions by Chinese-funded banks and foreign-
funded  banks  were  un i f i ed ,  i . e .  a l l  fo re ign  exchange  loans  
except  foreign exchange in  connect ion with the negot ia t ion of  
export  t rade bi l ls  shal l  not  be converted into renminbi .  

Adminis t rat ion of  foreign-funded enterpr ises '  external  debt  and 
foreign exchange sales  was s t rengthened.  In  order  to  control  the 
scale  of  foreign-funded enterpr ises '  fore ign l iabi l i t ies  and to  
address  the problem of  excessive growth of  foreign exchange 
sales  under  capi ta l  account ,  i t  was rei terated that  the sum of  the 
cumulat ive occurrences  of  medium and long-term external  debt  
and the outs tanding short- term external  debt  of  a  foreign-funded 
en te rpr i se  may  no t  exceed  the  d i ffe rence  be tween  i t s  to ta l  
investment  and i ts  regis tered capi ta l .  The adminis t rat ive pol icy 
on the sale  of  foreign exchange equi ty  capi ta l  and external  debt  
by fore ign-funded enterpr ises  was  s t r ic t ly  implemented,  wi th  
the  sys tem of  " fo re ign  exchange  sa le  fo r  payments"  be ing  
adopted for  a  s ingle  sa le  of  fore ign exchange equi ty  capi ta l  
above a  cer ta in  amount  (US$200,000) .  

P i lo t  p rogram on  the  qua l i f ied  fore ign  ins t i tu t iona l  inves tor  
(QFII)  scheme cont inued.  Within the gross  scale  approved by 
the State  Counci l ,  the  SAFE granted QFII  quotas ,  paid close 
a t tent ion to  QFIIs '  investment  act iv i t ies  in  domest ic  markets  
and guided QFIIs  to  adjust  their  investment  portfol io  by such 
means as  window guidance and propaganda.  By the end of  2004,  
24 QFIIs  had been approved with  the tota l  investment  quota  
amount ing  to  US$3.425  b i l l ion .  The  inves tment  quotas  were  
main ly  gran ted  to  ins t i tu t iona l  inves tors  ta rge t ing  long- te rm 
investment  provided that  total  investment  quotas  did not  exceed 
the prescr ibed gross  scale .  

Leg i t ima te  pe r sona l  a s se t s  were  a l lowed  to  be  t r ans fe r red  
abroad .  Ch inese  emigran t s  were  a l lowed  to  t r ans fe r  the i r  
l e g i t i m a t e  a s s e t s  o u t s i d e  C h i n a ,  a n d  f o r e i g n  r e s i d e n t s  w e r e  

Foreign Exchange Administration under 
Capital  Account
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al lowed to  t ransfer  their  inheri ted assets  outs ide China,  which 
fu r the r  enhanced  the  cap i t a l  accoun t  conve r t ib i l i t y  and  
safeguarded individuals '  exer t ion of  legal  property r ights .  

Internal  operat ion of  foreign exchange funds by mult inat ional  
co rpo ra t i ons  was  a l l owed .  Qua l i f i ed  domes t i c  member  
companies  o f  a  mul t ina t iona l  corpora t ion  were  a l lowed  to  
aggregate  domest ic  foreign exchange funds and accommodate  
each other  with foreign exchange funds in  the form of  domest ic  
en t rus ted  fo re ign  exchange  l end ing ;  and  were  a l lowed  to  
aggregate  or  accommodate  each other  with foreign exchange 
funds within the region or  even worldwide by extending loans 
to  ove r seas  member  compan ies  fo r  the  sake  o f  op t ima l  
a l l oca t ion  o f  fo re ign  exchange  r e sou rces .  The  in t e rna l  
operat ion of  foreign exchange funds by qual i f ied mult inat ional  
corpora t ions  fu r ther  improved  the  inves tment  env i ronment ,  
enhanced  en t e rp r i s e s '  e f f i c i ency  in  u s ing  the i r  fo re ign  
exchange funds,  and resolved such problems as  the shortfal l  of  
working capi ta l  and f inancing diff icul t ies  faced by Chinese-
funded enterpr ises  engaging in  overseas  investment .   

Re fo rm o f  fo re ign  exchange  admin i s t r a t ion  o f  ove r seas  
inves tmen t  was  deepened .  The  p i lo t  p rogram on  fo re ign  
exchange adminis t rat ion of  overseas  investment  was extended 
to  another  10 areas  with the amount  reaching US$580 mil l ion.  
By the end of  the year,  a  total  of  24 areas  were selected to  
conduc t  the  p i lo t  p rogram wi th  the  to ta l  fo re ign  exchange  
purchase quota  amounting to  US$2.48 bi l l ion.  Moreover,  the 
deposi ts  surrendered as  guarantee for  repatr ia t ion of  overseas  
investment  prof i ts  were al l  re turned to  enterpr ises .

Overseas  use of  foreign exchange insurance funds was al lowed.  
Qual i f ied insurance companies  were al lowed to  operate  their  
foreign exchange funds overseas  within the approved quotas .  
Ping An Insurance (Group)  Company of  China was approved to  
invest  in  foreign securi t ies  within a  quota  of  US$1.75 bi l l ion.  
The  po l icy  widened  the  channe ls  fo r  insurance  companies '  
foreign exchange investment  and relaxed the controls  on the 
ou t f lows  of  secur i t i es  funds  in  an  order ly  and  cont ro l lab le  
manner.  

Foreign exchange adminis t rat ion of  f inancial  asset  management  
companies  was  s tandardized.  The procedures  and formal i t ies  of  



58

国家外汇管理局
0

中国外汇管理年报

02 4

r eg i s t r a t i on ,  r epo r t ing  to  t he  r egu la to r  fo r  r eco rd  and  
ver i f i ca t ion  concern ing  non-per fo rming  asse t s  d i sposa l  by  
asset  management  companies  were clar i f ied.  

Foreign exchange adminis t rat ion of  foreign direct  investment  
was improved.  Regulat ions on the inquiry of  capi ta l  inject ion 
ve r i f i c a t i on  o f  f o r e ign - funded  en t e rp r i s e s  and  fo r e ign  
exchange  r eg i s t r a t i on  o f  fo re ign  inves tmen t  i n  spec i a l  
economic zones (such as  export  processing zones and bonded 
areas)  were made clear,  and the current  system of  inquiry of  
capi ta l  inject ion ver i f icat ion of  foreign-funded enterpr ises  and 
fo re ign  exchange  reg i s t r a t ion  o f  fo re ign  inves tmen t  was  
fu r ther  improved .  The  ru les  on  fo re ign- funded  en te rpr i ses '  
increase  of  regis tered  capi ta l  were  c lar i f ied .  Rela ted  i ssues  
such as  the withdrawal  of  equi ty  capi ta l ,  mergers  and spl i t  of  
enterpr ises  were also normalized.

In  2005 ,  t he  gene ra l  i dea  gove rn ing  fo re ign  exchange  
adminis t ra t ion  under  capi ta l  account  i s  to  s tead i ly  advance  
capi ta l  account  convert ibi l i ty  with a  view to maintaining the 
equi l ibr ium of  the balance of  payments .  The SAFE wil l  adopt  
ba lanced  admin is t ra t ion  of  cap i ta l  in f lows  and  ou t f lows  to  
safeguard the nat ional  economic secur i ty;  carry  forward the 

"g o i n g - g l o b a l  "  s t r a t e g y  t o  e n c o u r a g e  o r d e r l y  c a p i t a l  
ou t f lows ;  improve the adminis t rat ion of  cont ingent  l iabi l i t ies  
t o  p reven t  ex t e rna l  deb t  r i sks ;  and  make  r e sea rch  on  
establ ishing a  comprehensive capi ta l  t ransact ion s ta t is t ical  and 
monitor ing system for  t imely analysis  of  capi ta l  inf lows and 
outf lows.
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In  recent  years ,  the SAFE has const i tuted and promulgated a  ser ies  of  pol icy measures  to  fur ther  
push forward capi ta l  account  convert ibi l i ty,  in  par t icular  the  opening-up of  the  investment  in  
securi t ies .  Main measures  were as  fol lows:

BOX

Evolut ion of  Renminbi  Convert ibi l i ty  under  Capi ta l  Account

Fore ign exchange adminis t ra t ion  of  overseas  inves tment  was  reformed to  encourage  domest ic  
enterpr ises  to  go abroad;
The  qua l i f i ed  fo re ign  ins t i tu t iona l  inves to r  (QFI I )  scheme  was  in t roduced ,  wi th  fo re ign  
inst i tut ional  investors  being al lowed to  invest  in  domest ic  securi t ies  market  within the authorized 
quotas;
Overseas  inves tment  o f  fo re ign  exchange  insurance  funds  and  the  soc ia l  secur i ty  funds  was  
explored and l iberal ized;  
External  debt  adminis t rat ion of  Chinese-funded and foreign-funded banks was unif ied,  and the 
controls  on the market  access  for  foreign-funded f inancial  inst i tut ions were l i f ted gradual ly;
Mult inat ional  corporat ions were al lowed to  conduct  internal  operat ion of  foreign exchange funds 
among the i r  domes t ic  member  companies  o r  be tween  the i r  domes t ic  member  companies  and  
overseas  member companies ,  which helped them opt imize the al locat ion of  resources;
Controls  on cross-border  capi ta l  t ransfers  by individuals  were loosened,  with emigrant  natural  
persons being al lowed to  t ransfer  their  legi t imate  assets  outs ide China,  and non-residents  being 
al lowed to  t ransfer  their  inheri ted assets  outbound;  
Foreign exchange adminis t ra t ion of  foreign direct  investment  was improved.

.

.

.

.

.

.

.
According to  the prel iminary assessment  of  the SAFE, by the end of  2004,  of  the 43 i tems under  7  
major  categories  of  capi ta l  t ransact ions as  c lass if ied by the Internat ional  Monetary Fund,  over  half  
were not  res t r ic ted or  s l ight ly  res tr ic ted,  while  only less  than 15 percent  were  t ight ly  control led.

Assessment  of  China 's  Capi ta l  Account  Convert ibi l i ty

Category Cri ter ion for  Classif icat ion Items Share (%)

11

25.6

34.9

6

25.6

11

15

13.9

Convert ible There  a re  bas i ca l ly  no  l imi t s  on  the  
t r a n s a c t i o n s  a n d  r e l a t e d  e x c h a n g e  
formali t ies ,  but  subject  to  cer ta in  approval  
procedures  or  authent ic i ty  ver i f icat ion

Slight ly  
res t r ic ted

There  ex i s t  ve ry  f ew res t r i c t ions  on  a  
par t icular  t ransact ion ent i ty  or  on par t  of  a  
t ransact ion

More 
restr ic ted

There are  res t r ic t ions  on most  t ransact ion 
en t i t i e s  o r  the  ma jo r  pa r t  o f  a  cap i t a l  
t ransact ion

Tight ly  
control led

The t ransact ions are  prohibi ted in  pr inciple ,  
inc lud ing  those  t ransac t ions  tha t  a re  no t  
c lear ly  specif ied in  re lated regulat ions but  
not  a l lowed in  pract ice
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Supervis ion on Foreign Exchange Business  of  Banks

Improv ing  the  supe rv i s ion  ove r  the  bus ines s  o f  fo re ign  
exchange purchases  and sales  by banks.  The People 's  Bank of  
China has  fur ther  c lar i f ied that  the SAFE, i ts  branches and sub-
b ranches  a re  r e spons ib le  fo r  the  marke t  access  and  ex i t  
management  in  t e rms  o f  the  bus iness  o f  fo re ign  exchange  
purchases  and  sa les .  The  SAFE v igorous ly  conduc ted  the  
regis t ra t ion of  f inancial  inst i tut ions engaging in  the business  of  
foreign exchange purchases  and sales ,  prel iminari ly  es tabl ished 
a  system of  report ing and disseminat ing the information of  such 
f inancial  inst i tut ions,  with more than 26,000 out le ts  of  f inancial  
i n s t i t u t ions  conduc t ing  the  bus iness  o f  fo re ign  exchange  
purchases  and sales  having regis tered for  record.  Research was 
conducted for  the amendment  of  the Provis ional  Procedures  for  
Designated Foreign Exchange Banks '  Purchases  and Sales  of  
Fore ign  Exchange ,  and  the  supervis ion  over  the  bus iness  of  
fo re ign  exchange  purchases  and  sa les  was  improved .  Banks  
were al lowed to  resolve the problem of  currency mismatching in  
the  course  o f  d i spos ing  o f  non-per fo rming  loans  and  the  
prob lem of  loca l  and  fore ign-cur rency  mismatch ing  of  the i r  
opera t iona l  equi ty  cap i ta l  by  purchas ing  and  se l l ing  fore ign  
exchange on their  own account .  

Launching  and  implement ing  off - s i t e  superv is ion  on  fore ign  
exchange  rece ip t s  and  payments  o f  banks .  Re la ted  work ing  
system for  off-s i te  supervis ion and indicator  systems was set  up 
to  gu ide  the  SAFE branches  and  sub-branches  to  g radua l ly  
improve off-s i te  supervis ion based on exis t ing adminis t rat ion 
measures .

S tandard iz ing  and  suppor t ing  fu r the r  deve lopment  o f  the  
fo re ign  exchange  bus iness  under  bankcards .  The  ce i l ing  for  
cash  wi thdrawal  o f  bankcards  and  the  ca tegory  codes  fo r  
commerc i a l  f i rms  were  s t anda rd i zed  to  fo re s t a l l  i l l ega l  
t r ansac t ions  such  as  gambl ing .  B ig -amount  and  abnormal  
overseas  t r ansac t ions  wi th  bankcards  were  requ i red  to  be  
repor ted  fo r  record  a f t e rwards ,  and  admin i s t ra t ive  po l ic ies  
govern ing  fo re ign  cu r rency  bankcards  were  spec i f i ed  and  
improved.  Under  the prerequis i te  of  accurate  execut ion of  cash 
withdrawal  cei l ing and the category codes of  commercial  f i rms,  
the  po l icy  of  repay ing  overseas  overdraf t  wi th  domes t ica l ly  
i s sued  bankca rds  w i th  pu rchased  fo re ign  exchange  was  
l iberal ized.  

Supervis ion on Foreign Exchange Business  of  
Financial  Inst i tut ions 
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Supervis ion on Foreign Exchange Business  of  Securi t ies  
Companies

Standardizing the adminis t ra t ion of  foreign exchange accounts  
of  secur i t ies  companies ,  making c lear  the  fore ign  exchange 
adminis t rat ive measures  on securi t ies  companies  with foreign 
s takes ,  and al lowing securi t ies  companies  to  conduct  foreign 
exchange lending business  within a  specif ied range.

9 securi t ies  companies  were newly approved to  conduct  foreign 
exchange business ,  27 securi t ies  companies  were approved to  
change their  License for  Securi t ies-related foreign exchange 
Business  when their  former l icense expired,  and 2 securi t ies  
compan ies  were  d i squa l i f i ed  f rom the  l i s t  o f  conduc t ing  
foreign exchange business .  By the end of  2004,  there  was a  
to ta l  of  110 secur i t ies  companies  na t ionwide  qual i fy ing  for  
conduct ing foreign exchange business .  

By  the  end  of  2004 ,  a  to ta l  o f  more  than  27 ,000  f inanc ia l  
inst i tut ion out le ts  nat ionwide had been approved to  conduct  the 
business  of  foreign exchange purchases  and sales .  

Supervis ion on Foreign Exchange Business  of  Insurance 
Companies

Simplifying the procedures  for  some foreign exchange business  
of  insurance companies .  The Adminis trat ive  License Law  was 
implemented ,  the  opera t iona l  p rocedures  fo r  admin is t ra t ive  
approval  i tems were s tandardized,  and the approval  procedures  
fo r  insurance  companies '  fo re ign  exchange  bus iness  were  
fur ther  s t reamlined.  

Standardizing the adminis t rat ion of  foreign exchange receipts  
and  payments  under  the  i t em of  expor t  c red i t  insurance .  
Fore ign  exchange  admin i s t r a t ive  po l i c i e s  conce rn ing  the  
business  of  export  credi t  insurance were establ ished,  and the 
fo rmal i t i e s  and  re l a t ed  ce r t i f i ca te s  fo r  fo re ign  exchange  
r ece ip t s  and  payment s  under  the  i t em o f  expor t  c red i t  
insurance were s tandardized.  

Fur the r  improv ing  the  fo re ign  exchange  superv i s ion  over  
i n su rance  bus ines s .  The  sys t em fo r  t he  s t a t i s t i c s  and  
moni to r ing  o f  insu rance  fo re ign  exchange  cap i t a l  was  fu r the r  
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improved,  t ra ining on foreign exchange insurance pol ic ies  for  
the  s ta ff  o f  the  SAFE,  i t s  b ranches  and  sub-branches  was  
s t rengthened,  and the off-s i te  supervis ion level  was improved 
cont inuously.  

By the  end  of  2004,  there  was  a  to ta l  of  57  Chinese  and  fore ign-
funded  insurance  companies  wi th  the  L icense  fo r  Fore ign  
Exchange Business  granted by the SAFE. 

I n  a d d i t i o n ,  t h e  S A F E  m a d e  c l e a r  f o r e i g n  e x c h a n g e  
admin is t ra t ion  po l ic ies  on  the  open ing  of  fo re ign  exchange  
accounts  and  fore ign  exchange  purchases  and  sa les  by  au to  
f inancing companies;  and fur ther  amended the regulat ions on 
the  fore ign  exchange  adminis t ra t ion  of  t rus t  and  inves tment  
companies ,  the  fore ign  exchange  adminis t ra t ion  of  f inanc ia l  
companies  o f  en te rp r i se  g roups ,  and  the  fo re ign  exchange  
adminis t rat ion of  f inancial  leasing companies .  

BOX

What  is  Forward  Purchases  and Sales   of  Foreign Exchange

Forward  purchases  and  sa les  of  fore ign  exchange  a re  agreements  be tween  domes t ic  ins t i tu t ions  and  
designated foreign exchange banks to  buy or  sel l  a  f ixed quant i ty  of  foreign exchange at  a  specif ic  future  
date  a t  a  pre-agreed pr ice  with pre-agreed currencies .

In  1997,  Bank of  China was the f i rs t  pi lot  bank to  conduct  the business  of  forward purchases  and sales  of  
foreign exchange on a  t r ia l  basis .  The pi lot  program was extended to  the Industr ia l  and Commercial  Bank 
of  China,  Agricul tural  Bank of  China and  Construct ion Bank of  China in  2003.  The pi lot  program was 
fur ther  rol led out  to  the CITIC Industr ia l  Bank and Bank of  Communicat ions in  2004.

Curren t ly,  the  longes t  t e rm of  fo rward  sa les  and  purchases  o f  fo re ign  exchange  i s  1  year,  and  the  
t ransact ions may be conducted with major  convert ible  currencies  such as  the US dol lar,  the Japanese yen,  
euro and Hong Kong dol lar.  According to  re lated regulat ions adopted in  2004 on expanding the business  of  
forward purchases  and sales  of  foreign exchange,  domest ic  inst i tut ions may apply to  banks for  forward 
purchases  and sales  of  foreign exchange including:  receipts  and payments  under  the i tems of  goods t rade,   
service t rade and income,  repayment  of  foreign exchange bank loans,  and repayment  of  external  debt  
which has  been regis tered with the SAFE. In terms of  amended market  access  to  forward purchases  and 
sales  of  foreign exchange,  the main condi t ions that  shal l  be sat isf ied include:  2  years  or  above af ter  
acquir ing the qual i f icat ion for  the business  of  purchases  and sales  of  foreign exchange;  the volume of  
foreign exchange purchases  and sales  for  the previous year  exceeding US$20 bi l l ion ( inclusive) ,  and 
having relat ively great  abi l i ty  of  accessing renminbi  and foreign exchange f inancing.

Since i t  was launched,  the business  of  forward purchases  and sales  of  foreign exchange has  been widely 
applauded in  the market ,  and i ts  s teady development  has  played an act ive role  in  helping enterpr ises  avoid 
exchange rate  r isks ,  divers i fying banks '  products  and promoting the development  of  foreign t rade and 
external  economy.  
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BOX

Information Inquiry System of Financial Institutions Conducting the Business 
of Foreign Exchange Purchases and Sales  

In order  to  enhance the t ransparency of  information on the management  of  foreign exchange 
purchases  and sales ,  to  faci l i ta te  enterpr ises  and individuals  to  conduct  re la ted t ransact ions,  
to  be t te r  the  se rv ices  to  the  publ ic  in  t e rms  of  the  management  o f  fo re ign  exchange  
purchases  and sales ,  and to  re inforce  the  supervis ion and regulat ion of  the  business  of  
fo re ign  exchange  purchases  and  sa les  conduc ted  by  f inanc ia l  ins t i tu t ions ,  the  SAFE 
d i ssemina ted  in format ion  on  f inanc ia l  ins t i tu t ions  conduc t ing  the  bus iness  o f  fo re ign  
exchange purchases  and sa les  on i t s  websi te  (WWW.SAFE.GOV.CN) in  accordance wi th  
related requirements  of  the People 's  Bank of  China.  

The SAFE, i ts  branches and sub-branches are  responsible  for  the market  access  and exi t  
management  of  f inancial  inst i tut ions in  terms of  foreign exchange purchases  and sales ,  and 
those f inancial  inst i tut ions that  have conducted the business  of  foreign exchange purchases  
and sales  shal l  go to  corresponding foreign exchange adminis t ra t ion agencies  to  go through 
the  formal i t i es  o f  reg i s t ra t ion  for  record .  Presen t ly,  the  reg is t ra t ion  work  of  f inanc ia l  
ins t i tu t ions  conduct ing the  business  of  foreign exchange purchases  and sales  across  the  
count ry  has  a lmos t  f in i shed ,  wi th  a l l  the  in format ion  be ing  input  in to  the  in format ion  
inqu i ry  sys tem of  f inanc ia l  ins t i tu t ions  conduc t ing  the  bus iness  o f  fo re ign  exchange  
purchases  and sales .  

After  accessing the system, the publ ic  can choose to  input  some key words concerning the 
area  (province  and prefec ture)  where  a  f inancia l  ins t i tu t ion  conduct ing  the  bus iness  of  
foreign exchange purchases  and sales  is  located, the type of  an inst i tut ion and i ts  operat ing 
locat ion,  and then conduct  an inquiry quickly and convenient ly.  By cl icking the name of  
ins t i tu t ions  among the  inqu i ry  resu l t s ,  a l l  de ta i l ed  in format ion ,  inc lud ing  the  type  of  
ins t i tu t ion,  regis t ra t ion locat ion,  operat ing address ,  the  ins t i tu t ion code of  Financial  License,  
the date  of  issuance of  l icense,  the number of  the l icense,  and etc . ,  may be easi ly  obtained.  
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Rectifying and Regulating Foreign Exchange 
Market

Pushing forward invest igat ions  and s t r ic t ly  combat ing i l legal  
foreign exchange t ransact ions.  In  2004,  1227 cases  involving 
i l l ega l  f o r e ign  exchange  t r ansac t i ons  we re  i nves t i ga t ed  
nat ionwide,  and 1293 cases  have been closed,  with the amount  
of  f ines  and confiscat ions reaching RMB74.31 mil l ion.  In  c lose 
coopera t ion  wi th  publ ic  secur i ty  agenc ies ,  fo re ign  exchange  
adminis t rat ion agencies  organized 479 special  c lampdowns on 

"underground money shops",  with 86 "underground money shops" 
and harmful  dens of  i l legal  foreign exchange t ransact ions were 
c r a c k e d  d o w n ,  i n v o l v i n g  R M B 1 2 . 5  b i l l i o n  o f  i l l e g a l  
t ransact ions.  Thanks for  the crackdowns,  banknotes  equivalent  
to  RMB110 mi l l ion  were  cap tured ,  460  passbooks  and  bank  
accounts  wi th  amount  to ta l ing  RMB 42  mi l l ion  yuan  were  
f rozen,  274 suspected  offenders  were  se ized ,  and RMB19.43 
mil l ion of  f ines  and confiscat ion were col lected.  On the basis  of  
improved  in t e rna l  coo rd ina t ion  mechan i sm and  upgraded  
technica l  means ,  the  SAFE inves t iga ted  and  d i sposed  of  16  
s ign i f i can t  cases ,  s t r ik ing  a  heavy  b low to  i l l ega l  t r aders '  
swollen arrogance and effect ively guiding the publ ic  to  abide 
by rules  and regulat ions on foreign exchange adminis t rat ion.

Conduc t i ng  s pec i a l  i n s pec t i ons  and  c lo se ly  mon i to r i ng  
abnormal  cross-border  capi ta l  f lows.  More than 1000 specia l  
inspect ions and invest igat ions over  3000 enterpr ises  of  var ious 
types were conducted.  SAFE concluded the special  inspect ion 
over  foreign exchange receipts  and sales  by designated foreign 
exchange  banks  which  s t a r t ed  in  2003 .  Meanwhi le ,  SAFE 
launched  a  spec ia l  inspec t ion  over  some domes t ic  fo re ign-
funded  banks  and  insurance  companies  as  wel l  as  a  spec ia l  
i n spec t ion  ove r  fo re ign  exchange  r ece ip t s  and  paymen t s  
between domest ic  enterpr ises/ individuals  and offshore f inancial  
cen te r s .  The  SAFE branches  a l so  l aunched  some  spec ia l  
inspect ions over  foreign exchange sales  of  equi ty  capi ta l  and 
external  debt  by local  foreign-funded enterpr ises  and advance 
col lect ion by foreign t rade enterpr ises .

St rengthening ant i -money launder ing f rom the  perspect ive  of  
foreign exchange adminis t ra t ion by monitor ing i r regular  cross-
border  capi ta l  f lows.  Fol lowing the general  idea of  improving 
re la ted  ru les  and  regula t ions  and  IT cons t ruc t ion ,  the  SAFE 
p layed  an  ac t ive  ro le  in  the  l eg i s la t ion  o f  the  Ant i -money  
Launder ing  Law  l ed  by  the  Na t iona l  Peop le ' s  Congress ,  
e s t ab l i shed  spec i f i c  con t en t ,  s t anda rds  and  p rocedu re s  fo r  t he  
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repor t ing  o f  l a rge -va lue  and  susp ic ious  fo re ign  exchange  
t r ansac t ions  by  f inanc ia l  i n s t i t u t ions ,  and  des igned  and  
deve loped  an t i -money  l aunder ing  in fo rmat ion  management  
system so as  to  enhance the level  of  col lect ing,  aggregat ing,  
sor t ing out  and analyzing ant i -money laundering data .  SAFE 
coord ina ted  wi th  the  Peop le ' s  Bank  of  China  in  t e rms  of  
in tegra ted  superv is ion  of  loca l  and  fore ign  cur renc ies ,  and  
took an act ive par t  in  internat ional  exchanges and cooperat ion 
in  the  f i e ld  o f  an t i -money  launder ing .  In  2004 ,  the  SAFE 
rece ived  4 .35  mi l l ion  repor t s  of  la rge-va lue  and  suspic ious  
fo re ign  exchange  t r ansac t ions ,  i nvo lv ing  an  amoun t  o f  
US$1209.6 bi l l ion.  By screening and sor t ing out  re levant  data ,  
the SAFE inspected and deal t  with a  lot  of  cases  in  violat ion of  
regulat ions on foreign exchange adminis t rat ion,  and enhanced 
the  an t i -money  launder ing  awareness  o f  the  publ ic  th rough  
exposing some cases .   

Implement ing  the  f ive -year  p lan  fo r  the  es tab l i shment  o f  
foreign exchange credi t  system, and pro-act ively advancing the 
process .  Research and pi lot  programs on the construct ion of  
foreign exchange credi t  system were launched.  Act ivi t ies  such 
as  "credi t  ra t ing of  designated foreign exchange banks in  terms 
of  compliance with related laws and regulat ions"  were carr ied 
on t r ia l  basis  within pi lot  SAFE branches.  Pi lot  SAFE branches 
were  gu ided  to  exp lo re  and  opera te  the  " f inanc ia l  c red i t  
information system".

Publ ishing China's  Report  on Ant i -money Laundering from the 
perspect ive  of  Foreign Exchange Adminis trat ion in  2003  for  
the f i rs t  t ime.  The Report  gave a  comprehensive picture  of  the 
achievements  of  ant i -money laundering from the perspect ive of  
foreign exchange adminis t ra t ion in  2003 and summed up the 
experiences .

The general  idea governing foreign exchange supervis ion and 
inspect ion in  2005 is  to  cont inue to  intensify the inspect ion 
over  capi ta l  in f lows .  Fore ign  exchange  inspec t ion  of  major  
regions and key industr ies  wil l  be s t rengthened.  Cont inue to  
push forward ant i -money laundering from the perspect ive of  
f o r e i g n  e x c h a n g e  a d m i n i s t r a t i o n ,  a n d  s t r e n g t h e n  t h e  
moni to r ing  of  l a rge-va lue  and  susp ic ious  fo re ign  exchange  
t r ansac t ions  o f  non-bank ing  f inanc ia l  ins t i tu t ions .  Launch  
further crackdown on major and significant cases involving i l l e g a l  
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foreign exchange t ransact ions  so as  to  consol idate  the resul ts  
of  rect i fying and regulat ing foreign exchange market .  Launch 
pi lo t  program on exposing i l legal  fore ign exchange t ransact ions,  
and cont inue to  improve the establ ishment  of  foreign exchange 
credi t  system.

Implement ing  Rules  on  the  Admin is t ra t i ve  Measures  for  the  Repor t ing  by  F inanc ia l  
In s t i t u t i ons  o f  Large -va lue  and  Susp ic ious  Fore ign  Exchange  Transac t ions  was  
promulgated,  which reinforced the dut ies  and responsibi l i t ies  of  the SAFE branches and 
sub-branches in  ant i -money laundering,  and fur ther  s tandardized the supervis ion over  ant i -
money laundering and such work as  aggregat ing,  sor t ing out ,  screening and analyzing ant i -
money laundering data .  

Rules  on  C las s i f i ed  Admin i s t ra t ion  o f  An t i -money  Launder ing  In fo rma t ion  and  
Invest igat ion was issued,  c lar i fying the pr inciples  and procedures  that  the SAFE branches 
and sub-branches  must  fol low in  the  process  of  es tabl ishing a  data  base  of  c lass i f ied  
in fo rmat ion  ( such  as  "Spec ia l  Ment ion  L i s t " ,  "Black  L i s t "  and  "Whi te  L i s t " )  and  
conduct ing invest igat ion.  

A s tandard ized  Repor t ing  Sys tem of  Large-va lue  and  Susp ic ious  Fore ign  Exchange  
Transact ions was set  up to  submit  monthly and quarter ly  analyt ical  reports  to  the Anti-
money Laundering Bureau of  the People 's  Bank of  China and the Nat ional  Anti-money 
Laundering Monitor ing Center  regular ly.  From October  2004,  the SAFE began to  provide 
case-by-case data  of  large-value and suspicious foreign exchange t ransact ions,  creat ing 
condi t ions for  integrated supervis ion of  local  and foreign currencies  in  the monitor ing of  
ant i -money laundering.

New Progress  in  Anti-money Laundering from the perspect ive 
of  Foreign Exchange Adminis t rat ion in  2004
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Management of  State Foreign Exchange 
Reserves

In  2004,  China 's  foreign exchange reserves  cont inued to  r ise  
rap id ly.  As  o f  December  31 ,  2004 ,  s t a te  fo re ign  exchange  
reserves  amounted to  US$ 609.932 bi l l ion,  up by US$ 206.681 
bi l l ion or  51.25 percent  as  compared with end-2003.
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State Foreign Exchange Reserves in 2004 
         ( in 100 mil l ion of  US dol lars)

In  2004,  economic growth was regis tered in  major  developed 
countr ies ,  with the United States  economy outperforming Japan 
and European Union.  Due to  the impact  of  "dual  def ic i ts"  of  the 
United States ,  r is ing oi l  pr ices  and internat ional  capi ta l  f lows,  
the exchange rate  of  US dol lar  was on the decl ine on the whole.  
The  Treasury  bond  y ie lds  in  major  bond  marke ts  f luc tua ted  
v io len t ly,  exper ienc ing  a  down-up-down-up  phase .  Wi th  the  
rap id  accumula t ion  of  fo re ign  exchange  reserves  and  severe  
f luctuat ions in  internat ional  f inancial  markets ,  China 's  foreign 
exchange reserve management  was faced with great  chal lenges.  

Various operat ional  act ivi t ies  were carr ied out  with PIBM at  the 
core .  Based  on  accura te  judgment  o f  the  fo re ign  exchange  
marke t  t r end ,  the  SAFE grasped  the  inves tment  t iming  and  
op t imized  the  cur rency  compos i t ion  of  asse t s .  To  dea l  wi th  
highly volat i le  yields  in  the bond market ,  the SAFE made every 
effor t  to  improve the re turns  of  bond investment .  The SAFE 
a l so  fu r ther  boos ted  fo re ign  exchange  rese rve  management ,  
vigorously conducted bond repurchase and lending t ransact ions,  
and explored market  potent ia l  to  increase investment  re turns .

Fur the r  improv ing  r e se rve  managemen t  acco rd ing  to  the  
requirements  of  large-scale  investment .  Research and analysis  
were  re in fo rced  and  focused  on  c ruc ia l  i s sues  concern ing  
r e s e r v e  m a n a g e m e n t  a n d  o p e r a t i o n s .  Va r i o u s  p o r t f o l i o  
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inves tment  dec i s ion-making  groups  were  se t  up ,  inves tment  
dec i s ion -mak ing  mechan i sm was  improved ,  the  scope  o f  
par t ic ipants  of  investment  decis ion-making was enlarged,  and 
the  exchanges  and cooperat ion between the  inves tment  analys ts ,  
r i sk  manage r s ,  pe r fo rmance  a s ses so r s  and  the  po r t fo l io  
investment  managers  were s t rengthened.  The r isk management  
commit tee was s t rengthened,  and relevant  regulat ions on r isk 
managemen t  we re  amended  and  improved .  Compl i ance  
inspect ion of  investment  operat ions and other  procedures  was 
l aunched ,  wi th  in te rna l  aud i t ing  be ing  in tens i f i ed .  P r i ce -
inquiry requirement  on t rading was put  into pract ice  so as  to  
fur ther  s tandardize investment  behavior  and lower  t rading costs .

Team construct ion was vigorously reinforced to  ensure s table  
deve lopment  o f  the  rese rve  management  t eam.  A power fu l  
leadership was establ ished,  t ra ining and exchanges of  cadres  
were  s t r eng thened ,  and  human  resources  management  was  
improved .  More  rese rve  management  s t a ff  were  equ ipped  
according to  the actual  needs,  with more professionals  joining 
the team. Current ly,  more than two-thirds  of  the s taff  holds  
Ph.D.  degrees  and master ' s  degrees .

What are foreign exchange reserves? Foreign exchange reserves refer to convertible currency assets held by the 
monetary authority of a country (or region) in order to maintain the equilibrium of balance of payments and promote 
the stability of exchange rate. Foreign exchange reserves, together with monetary gold, reserve positions in the 
International Monetary Fund, SDR holdings and other claims, constitute international reserves. Generally speaking, 
foreign exchange reserves account for the largest share of international reserves, which are also fastest-growing and 
most important reserve assets.

What role do foreign exchange reserves play? As for the countries other than the issuing countries of reserve 
currencies, sufficient foreign exchange reserves are conducive to maintaining the stability of the macro-economy, 
enhancing the monetary authority's ability of making and implementing the monetary policy, and strengthening the 
ability of maintaining and adjusting balance of payments; they are favorable for maintaining the stability of the 
current exchange rate regime, withstanding impact on domestic economy of external impulses,  and preventing 
financial risks; and they are helpful in boosting confidence and providing credit guarantee to the national economic 
development, international borrowing and international financial cooperation. In addition, foreign exchange reserves 
can help enhance a country's ability in dealing with contingencies such as natural disasters and wars.

How does China manage its foreign exchange reserves? According to Law of the People's Republic of China on the 
People's Bank of China, as the central bank, the People's Bank of China holds China's foreign exchange reserves, and 
the State Administration of Foreign Exchange (SAFE) is authorized to operate and manage state foreign exchange 
reserves. Therefore, the SAFE set up the Central Foreign Exchange Business Center (i.e. Reserve Management 
Department) to manage state foreign exchange reserves with a professional team. For long, the SAFE has followed the 
principle of "security, liquidity and return" , conducted standardized and professional asset management under a 
clarified and improved authorization system, gradually formulated a complete set of foreign exchange reserve 
operation and management system in conformity with China's actual si tuation, including the operational and 
management mode focusing on investment benchmarks and scientific and advanced risk management system, and 
continuously improved internal governance structure, thereby to safeguard the security of reserve assets and related 
operational activities. The maturity structure of foreign exchange reserves are based on long-term and strategic 
structural benchmarks,  refraining from making a profit  on short-term price fluctuations and participating in 
speculative transactions in foreign exchange markets and bond markets.

Introduction to Reserves Management
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Adminis t rat ive approval  i tems of  the SAFE were publ ished in  
t ime.  On the  bas is  of  the  reform of  adminis t ra t ive  approval  
system in 2002 and 2003,  8  more adminis t rat ive approval  i tems 
were  r emoved  in  2004 .  By  the  end  o f  2004 ,  the  S ta t e  
A d m i n i s t r a t i o n  o f  F o r e i g n  E x c h a n g e  h a d  r e m o v e d  3 4  
adminis t rat ive approval  i tems,  which accounted for  45% of  the 
total .  The Lis t  of  Adminis trat ive  License I tems of  the SAFE was 
d i s semina ted ,  pub l ic iz ing  the  ex i s t ing  39  fo re ign  exchange  
admin i s t r a t ive  l i cense  i t ems  and  re l a t ed  l ega l  bas i s ,  and  
basical ly  real iz ing adminis t rat ion according to  law.  

Fore ign  exchange  admin i s t ra t ive  approva l  p rocedures  were  
s tandardized.  The Circular  on Some Procedural  Issues  related 
to  the  Implementa t ion  o f  Fore ign  Exchange  Admin i s t ra t i ve  
Approval   was issued to  normalize the procedures  for  publ ic  
no t i f i c a t i on ,  hand l ing  o f  app l i ca t i ons ,  examina t i on  and  
decis ions,  decis ion-making deadl ine,  hear ing,  supervis ion and 
inspec t ion  and  e tc . ,  the reby  to  p romote  the  sys temiza t ion ,  
s t a n d a r d i z a t i o n  a n d  l e g a l i z a t i o n  o f  f o r e i g n  e x c h a n g e  
adminis t rat ive approval .  

Abiding by WTO rules  and enhancing the t ransparency of  
regulat ions and pol ic ies

Transparency of  the law-making process  was enhanced.  Act ively 
implemented the system of  internal  discussion of  draf t  foreign 
exchange  regu la t ions ,  and  he ld  hear ing  conferences  to  seek  
comments  f rom re la ted  government  depar tments ,  banks ,  and  
enterpr ises  pr ior  to  the  formal  promulgat ion of  a  regulat ion,  
thereby to  ensure the qual i ty  of  legis la t ion and make sure  that  
the  regula t ion  i s  sc ien t i f ic ,  reasonable ,  forward- looking  and  
pract ical .  

Timely publ icat ion of  regulat ions was s t rengthened.  Cont inued 
to  pub l ic ize  the  regu la t ions  and  po l ic ies  and  in t roduce  the  
background of  a  regulat ion and pol icy adjustments  by br inging 
into play the funct ion of  major  publ icat ion channels  including 
the  in ternet  websi te  of  the  SAFE (www.safe .gov.cn)  and the  
Gaze t t e  o f  the  S ta te  Admin i s t ra t ion  o f  Fore ign  Exchange ,  
t h e r e b y  t o  h e l p  t h e  p u b l i c  u n d e r s t a n d  t h e  o b j e c t i v e s  o f  t h e  

Improvement of  Rules  and Regulations for 
Foreign Exchange Administration 

Implementing the Adminis trat ive  License Law  and fur ther  
advancing foreign exchange administration according to law
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implementat ion of  a  cer ta in  regulat ion and main contents  of  
the regulat ion as  wel l .  Foreign exchange pol ic ies  and foreign 
exchange adminis t rat ion were vigorously propagandized,  with 
answers  to  hot  issues  and problems in  the spot l ight  being given 
for  the sake of  act ive guidance of  the publ ic  opinion.

Manners  of  inves t iga t ion  and  research  on  fore ign  exchange  
l eg i s l a t ion  were  innova ted .  The  in fo rmat ion  t r ack ing  and  
feedback mechanism af ter  the publ icat ion of  foreign exchange 
ru l e s  and  r egu la t ions  was  improved  to  fo l low up  the  
implementat ion effects .  Research on hot  issues  and diff icul t ies  
o f  f o r e i g n  e x c h a n g e  a d m i n i s t r a t i o n  w a s  c o n d u c t e d  
energe t i ca l ly,  and  regu la t ions  were  s tud ied  and  eva lua ted  
earnest ly,  laying a  theoret ical  foundat ion for  the  legis la t ion 
and pol icy making.  

The general  idea governing the SAFE's  improvement  of  rules  
and regulat ions in  2005 is  to  focus on the amendment  of  the 
Regu la t ions  on  Fore ign  Exchange  Admin i s t ra t ion  o f  t he  
People 's  Republ ic  of  China ,  c lear  up rules  and regulat ions,  and 
s t e p  u p  e f f o r t s  t o  i m p r o v e  t h e  l e g a l  f r a m e w o r k .  
Consc ien t ious ly  implement  the  Adminis t ra t ive  L icense  Law ,  
speed  up  the  t rans format ion  o f  government  func t ions ,  and  
s t andard ize  the  fo re ign  exchange  admin i s t r a t ive  approva l  
system. 
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Exi s t i ng  Admin i s t r a t i ve  Approva l  I t ems  o f  t he  S t a t e  
Adminis t rat ion of  Foreign Exchange

1.  Foreign exchange regis t ra t ion and approval  of  foreign exchange payments  under  the i tem of    
    foreign direct  investment
2.   Approval  of  foreign exchange purchases  and payments  to  overseas  under  capi ta l  account
3.   Approval  of  external  debt  borrowers '  hedge of  debt  direct ly  through overseas  inst i tut ions
4.   Approval  of  s ta te-owned enterpr ises '  annual  r isk exposure of  overseas  hedge of  futures
5.   Approval  of  domest ic  inst i tut ions '  external  debt ,  on- lending of  external  debt  and external   
    guarantee
6.  Regis t rat ion of  asset  management  companies '  d isposal  of  non-performing assets  with foreign 
    capi ta l  and approval  of  outward remit tance of  foreign par t ies '  prof i ts
7.   Approval  of  the qual i f icat ions for  custodian of  qual i f ied foreign inst i tut ional  investors
8.   Approval  of  qual i f ied foreign inst i tut ional  investors '  investment  quotas ,  accounts  and  
    outward remit tance  and issuance of  foreign exchange regis t ra t ion cer t i f icates
9.   Approval  of  c lass if ied ver i f icat ion of  export  receipts  for  exporters
10.    Approval  of  receiving export  receipt  ver i f icat ion cer t i f icates  by exporters
11.    Approval  of  exporters '  foreign exchange payments  for  export  re turns  and compensat ion
12.    Approval  for  exporters  to  make up the special  copy for  export  ver i f icat ion and the special   
       copy for  tax rebate  of  the ver i f icat ion cer t i f icates
13.    Approval  of  the appl icabi l i ty  of  pol ic ies  on non-trade foreign exchange purchase and 
       payment  by mult inat ional  companies  to  foreign-funded enterpr ises  or  Chinese-funded  
       enterpr ises  
14.    Approval  for  banks to  conduct  the business  of  sel l ing foreign exchange to  res ident   
       individuals  without  ID cer t i f icates  whose ser ia l  codes are  dupl icate
15.    Approval  of  outward remit tance of  prof i ts  by foreign investors  of  f inancial  inst i tut ions  
       wi th  their  own foreign exchange or  with purchased foreign exchange
16.    Approval  of  foreign exchange purchases  and sales  due to  mismatching foreign exchange  
       and renminbi  assets  for  f inancial  inst i tut ions
17.    Approval  of  foreign exchange regis t ra t ion,  a l terat ion of  regis t ra t ion and wri te-off  of  
       ent i t ies  within special  economic zones
18.    Approval  of  foreign exchange sale ,  foreign exchange purchase and payment  for  ent i t ies   
       wi thin special  economic zones
19.    Approval  of  foreign exchange purchases  and payments  for  enterpr ises  with a  leasing term 
       below one year,  for leasing trade and for leasing (with taxes being paid according to related  
       regulat ions)
20.    Approval  of  short- term external  debt  by domest ic  foreign-funded f inancial  inst i tut ions
21.    Approval  of  foreign exchange purchases  and payments ,  foreign exchange sales ,  cashing 
       and carrying foreign bank notes  outs ide China by individuals
22.    Approval  of  source of  foreign exchange funds (assets)  for  overseas  investment ,  outward 
       remit tance of  such funds and regis t ra t ion of  outward remit tance of  such funds
23.    Approval  of  the sales  of  foreign exchange proceeds raised from overseas  under  the i tems 
       of  B share,  H share and red chips
24.    Approval  of  difference ver i f icat ion of  export  proceeds and record for  la ter  ver i f icat ion for  
       exporters
25.    Approval  of  import  payment  in  foreign exchange for  importers
26.    Approval  of  insurance companies '  foreign exchange purchases  for  overseas  re insurance
27.    Approval  of  the t iming for  f inancial  inst i tut ions '  large-value foreign exchange sales  and 
       purchases  t ransact ions
28.    Approval  of  the opening,  a l terat ion,  c losing,  cancel la t ion and cei l ing of  foreign exchange 
       accounts  ( including special  renminbi  set t lement  account  for  border  t rade)
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29.   Approval  of  domest ic  t ransfer  of  inst i tut ions '  foreign exchange funds
30.   Approval  of  inst i tut ions '  above-l imit  withdrawal  of  foreign bank notes
31.   Authent ic i ty  ver i f icat ion of  foreign exchange purchases  and payments  for  non-trade  
      purpose by domest ic  inst i tut ions
32.   Approval  of  external  guarantee by f inancial  inst i tut ions and enterpr ises
33.   Regis t rat ion and approval  of  comprehensive external  debt  and cont ingent  foreign   
      l iabi l i t ies  of  domest ic  inst i tut ions
34.   Approval  of  market  access  to  and exi t  f rom foreign exchange business  for  non-  
      banking f inancial  inst i tut ions such as  insurance and securi ty  companies
35.   Verif icat ion of  export  receipts  for  exporters
36.   Approval  of  market  access  to  and exi t  f rom the business  of  foreign exchange
      purchases  and sales  for  banks,  rural  credi t  cooperat ives  and exchange agencies
37.   Verif icat ion of  import  payment  for  importers
38.   Approval  of  foreign exchange sales  under  capi ta l  account
39.   Approval  of  quotas  of  short- term external  commercial  borrowings
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IT Application

Focusing on the construct ion of  service  plat form for  foreign 
exchange  admin is t ra t ion .  The  Expor t  Ver i f i ca t ion  Repor t ing  
Sys tem was  ro l led  ou t  na t ionwide ,  rea l iz ing  au tomat ic  da ta  
col lect ion on foreign exchange receipts  and customs declarat ion 
of  goods ,  fu l f i l l ing  double-way moni tor ing  of  capi ta l  f lows,  
enhancing the eff ic iency of  ver i f icat ion adminis t rat ion and the 
u t i l i z a t i o n  o f  i n f o r m a t i o n ,  a n d  i n c r e a s i n g  e n t e r p r i s e s '  
f l ex ib i l i ty  in  expor t  ve r i f i ca t ion .  An  on- l ine  repor t ing  and  
approving system for  export  ver i f icat ion was developed and run 
on  a  t r i a l  bas i s ,  l ead ing  to  a  comple te  command of  expor t  
ver i f icat ion informat ion by the  SAFE and convenient  remote  
operat ion on the net  by enterpr ises .  A pi lot  program on running 
the  ex te rna l  deb t  s ta t i s t i cs  and  moni to r ing  sys tem (banking  
vers ion)  was  launched,  through which  banks  can  log  on  the  
sys tem and  inpu t  ex te rna l  deb t  da ta  v ia  ne twork ,  the reby  
real iz ing real- t ime data  col lect ion of  banks '  external  debt  and 
enhancing the eff ic iency of  external  debt  s ta t is t ics  in  terms of  
monitor ing and supervis ion.  

S t reng then ing  the  cons t ruc t ion  o f  superv i s ion  p la t fo rm for  
fo re ign  exchange  admin i s t r a t ion .  Da ta  o f  the  management  
information system for  foreign exchange accounts  were cleared 
up nat ionwide,  and a  pi lot  program on incorporat ing the data  of  
foreign exchange purchases  and sales  by domest ic  inst i tut ions 
in to  the  managemen t  o f  fo re ign  exchange  accoun t s  was  
l aunched .  A sys tem fo r  s t a t i s t i c s  and  ana lys i s  o f  fo re ign  
exchange accounts  was developed and run on a  t r ia l  basis ,  with  
data  being used to  serve adminis t ra t ion and decis ion-making 
bet ter.  In  terms of  the construct ion of  the information system 
fo r  an t i -money  l aunder ing ,  t he  compute r i zed  sys t em was  
upg raded  t o  a  ne twork  ve r s ion  on  t he  ba s i s  o f  t he  
popular izat ion of  the analyt ical  program, and the construct ion 
of  a  new system was act ively advanced.  A pi lot  program on the 
comprehens ive  u t i l i za t ion  o f  da ta  was  l aunched ,  wi th  the  
research  on  the  in tegra t ion  of  fo re ign  exchange  da ta  be ing  
conduc ted  in  dep th .  Analy t ica l  models  were  tes ted  by  some 
SAFE branches,  with integrated data  being used for  the analysis  
of  foreign exchange receipts  and payments  posi t ion.  

Promoting the construct ion of  management  information system 
for  government  affairs .  The internal  information websi te  was 
pu t  in to  use ,  t r ans fe r r ing  such  in format ion  as  the  po l ic ies ,  
r e g u l a t i o n s  a n d  w o r k  o f  t h e  S A F E  t o  t h e  w h o l e  s y s t e m  
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( including the SAFE, i ts  branches and sub-branches)  in  t ime 
and providing a  platform for  SAFE branches and sub-branches 
to  report  their  work to  and have direct  dialogue with  their  
headquar te r.  The  upgrade  o f  the  SAFE off i ce  au tomat ion  
system enhanced the eff ic iency of  internal  handl ing of  off ic ia l  
bus iness  and  document  c i r cu la t ion .  The  c l ean-up  o f  the  
in format ion  on  the  SAFE in te rne t  webs i te  s tandard ized  the  
d i s s e m i n a t i o n  o f  i n f o r m a t i o n  o n  f o r e i g n  e x c h a n g e  
adminis t rat ion,  and enhanced the frequency and t ransparency 
of  the information on government  affairs  disseminated to  the 
publ ic .  

In  2005,  the general  idea governing the IT appl icat ion of  the 
SAFE i s  to  focus  on  the  cons t ruc t ion  o f  the  p la t fo rm for  
foreign exchange supervis ion and regulat ion on the basis  of  
improving the foreign exchange service platform.  On the basis  
of  the current  business  appl icat ion systems,  coupled with data  
integrat ion and reuse of  information resources ,  the SAFE wil l  
improve the IT management  system and s tandards,  and form an 
in t eg ra t ed  IT app l i ca t i on  sys t em fo r  fo r e ign  exchange  
supervis ion and regulat ion.  
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 Major  Applicat ion Systems of  the SAFE

NO. System Funct ions Users

The  SAFE branches  
and sub-branches and 
d e s i g n a t e d  f o r e i g n  
exchange banks

BOX

1

2

3

4

5

I n d i r e c t  R e p o r t i n g  
S y s t e m  f o r  t h e  
S t a t i s t i c s  o f   
Balance of  Payments  

The  sys tem i s  a  compute r i zed  sys tem fo r  the  
s t a t i s t i c s  o f  t h e  i n t e r n a t i o n a l  r e c e i p t s  a n d  
p a y m e n t s  v i a  d o m e s t i c  b a n k s  b y  d o m e s t i c  
inst i tut ions (excluding banks)  and individuals .  

The  SAFE branches  
and sub-branches and 
d e s i g n a t e d  f o r e i g n  
exchange banks

S t a t i s t i c a l  a n d  
R e p o r t i n g  S y s t e m  
f o r  E x c h a n g e  
Business

As  a  sub-sys tem of  the  in te rna t iona l  ba lance  of  
payments  system, the system can be used to  col lect  
da ta  on  cross-border  exchange  t ransac t ions  (only  
including fore ign exchange cash,  t raveler ' s  check 
and credi t  card business) taking place at  banks and 
exchange out le ts .

The  SAFE branches  
and sub-branches and 
d e s i g n a t e d  f o r e i g n  
exchange banks

S t a t i s t i c a l  S y s t e m  
f o r  F o r e i g n  
Exchange Purchases  
and Sales   of  Banks

By genera t ing  s ta t i s t i cs  o f  the  fo re ign  exchange  
purchases  and  sa les  da ta  repor ted  by  banks  and  
providing impor tant  reference  for  the  analys is  of  
fore ign exchange receip ts  and payments  pos i t ion ,  
th i s  sys tem i s  an  impor tan t  da ta  source  fo r  the  
supervis ion  over  fore ign  exchange   purchase  and  
sales  business  of  banks.

The  SAFE branches  
and sub-branches and 
d e s i g n a t e d  f o r e i g n  
exchange banks

M a n a g e m e n t  
In fo rmat ion  Sys tem 
f o r  F o r e i g n  
Exchange  Purchases  
b y  R e s i d e n t  
Individuals

Wi th  the  admin is t ra t ion  and  s ta t i s t i c s  o f  fo re ign  
exchange purchases  bus iness  by  domest ic  res ident  
individuals  via  the system, the res tr ic t ions on banks '  
conduc t ing  fo re ign  exchange  sa le s  bus iness  fo r  
individuals  were l i f ted,  helpful  to  prevent  dupl icate  
foreign exchange purchases  by individuals ,  real ize  
cross- local i ty  foreign exchange purchases ,  faci l i ta te  
individuals '  foreign exchange purchases  and create  
favorable  environment  for  level  competi t ion of  the 
banking industry.  

The  SAFE branches  
and sub-branches

Expor t  Ver i f i ca t ion  
Report ing System

Through the shar ing and comprehensive ut i l izat ion 
o f  the  cus toms  and  bank ing  da ta ,  t he  sys t em 
improved data  col lect ion and analysis ,  enhanced the 
ut i l izat ion of  information from such perspect ives  as  
dynamics  and s ta t is t ics ,  s tocks and f lows,  s t ructures  
and regions,  real ized the monitor ing of  double-way 
capi ta l  f lows,  and shif ted from the current  case-by-
case  superv i s ion  mode  to  ba tch-by-ba tch  or  even  
aggregate  supervis ion,  improving the accuracy and 
t imel iness  of  the ver i f icat ion business .  



国家外汇管理局
0

中国外汇管理年报

02 4

NO. System Funct ions Users

BOX

6

7

8

S y s t e m  f o r  B a t c h  
Exchange of  Expor t  
Verif icat ion Data

Via  the  sys tem,  the  SAFE receives  expor t  ver i f ica t ion  
fo rms ,  cus toms  dec la ra t ion  fo rms  and  in format ion  o f  
enterpr ises  in  batches f rom the General  Adminis t ra t ion of  
Customs,  and dis t r ibutes  the data  to  sub-data  centers .  A 
da ta  shar ing  sys tem has  been  es tab l i shed  be tween  the  
SAFE and the General  Adminis t rat ion of  Customs,  which 
he lped  enhanc ing  the  speed  and  e ff i c i ency  o f  da ta  
process ing,  acquir ing complete  informat ion of  cus toms 
declarat ion forms,  and ensuring accurate  and t imely t rack 
of  enterpr ises '  foreign exchange col lect ion.

The  SAFE branches  
and sub-branches

M a n a g e m e n t  
In fo rmat ion  Sys tem 
f o r  F o r e i g n  
Exchange Accounts

By col lect ing,  processing and analyzing the information 
o f  fo re ign  exchange  accoun t s ,  t he  sys t em rea l i zed  
compu te r i zed  managemen t  o f  i n s t i t u t i ons '  f o r e ign  
exchange accounts  and effect ive moni tor ing of  foreign 
exchange capi ta l  f lows.

The  SAFE branches  
and sub-branches

S t a t i s t i c a l  a n d  
Mon i to r ing  Sys t em 
for  External  Debt  

Based  on  the  new ideas ,  new methodology  and  new 
demand of  external  debt  s ta t is t ics  and monitor ing under  
new c i rcumstances ,  the  sys tem gradua l ly  rea l ized  the  
c o m b i n a t i o n  o f  s t a t i s t i c s  a n d  m a n a g e m e n t  b y  
d i fferent ia t ing  var ious  forms of  external  debt  inf lows.  
Meanwhile ,  the  sys tem met  the  need for  external  debt  
s ta t is t ics  according to  the  la tes t  in ternat ional  s tandard 
and  coverage  and  ex terna l  exchange  of  the  regula tory  
depar tmen t ,  and  p re l imina r i ly  sa t i s f i ed  the  need  o f  
m a k i n g  f o r e c a s t  a n d  a n a l y s i s  o f  e x t e r n a l  d e b t  
disbursement ,  pr incipal  repayment  and interest  payment  
in  the coming per iod.

The  SAFE branches  
and sub-branches
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International  Exchanges  and 
Cooperation 

Overseas  invest igat ion and s tudy tours  were organized focusing 
on the key work.  In  order  to   learn from the experiences  and 
methods  concern ing  the  exchange  admin i s t ra t ion  sys tem in  
fo re ign  count r ies ,  the  SAFE ar ranged  163  miss ions  o r  383  
pe r son- t imes  ab road  in  2004 .  These  over seas  s tudy  tours  
focused on current  hot  and diff icul t  issues ,  such as  ant i -money 
laundering,  development ,  appl icat ion and supervis ion of  foreign 
exchange  der iva t ives ,  methods  of  superv is ing  fore ign  banks ,  
re t rospect ive  thoughts  on  the  management  and legis la t ion  of  
exchange system af ter  the f inancial  cr is is ,  cross-border  capi ta l  
f lows and high-frequency debt  monitor ing system, survey on the 
renminbi  business  of  banks in  Hong Kong,  e tc .  

Internat ional  exchanges were s t rengthened,   and China 's  foreign 
exchange pol ic ies  were disseminated.  More than 360 vis i ts  f rom 
internat ional  and regional  organizat ions,  foreign central  banks 
and other  government  departments ,  as  wel l  as  foreign f inancial  
inst i tut ions were arranged,  an increase of  24 percent  compared 
with the previous year.  China 's  economic and f inancial  pol ic ies  
were disseminated during these meet ings.  

More  over seas  t r a in ing  p rograms  were  conduc ted  th rough  
v a r i o u s  w a y s .  Tr a i n i n g  c l a s s  o n  F o r e i g n  E x c h a n g e  
Adminis t ra t ion  Pol icy  and  Prac t ice  jo in t ly  o rgan ized  by  the  
SAFE and the IMF in the United States  enabled a  systematic  
s tudy  of  the  ana ly t ica l  f ramework  of  ba lance  o f  payments ,  
evolut ion of  exchange regimes and reform experience,  capi ta l  
market  operat ions and supervis ion in  the US,  e tc .  The second-
s tage  t ra in ing  course  on  an t i -money  launder ing  in  Aus t ra l ia  
covered  a  wide  range  o f  top ics  inc lud ing  l eg i s l a t ion  and  
ins t i tu t iona l  f ramework  of  an t i -money launder ing ,  the  s ta tus  
quo of  ant i -money laundering in  f inancial  areas ,  internat ional  
cooperat ion and exchanges in  this  regard and so on.  Another  
t ra ining program on Financial  Business  and Management  was 
also held in  Russia  for  c ivi l  servants   among others .

Severa l  in t e rna t iona l  semina r s  and  workshops  were  he ld .  
Fore ign  ins t i tu t ions  and  exper t s  spec ia l ized  in  in te rna t iona l  
f inance were invi ted to  the SAFE to give lectures  on the topics  
of  market  maker  system, development  of  f inancial  der ivat ives ,  
e tc .  Workshop on Vulnerabi l i ty  Analysis  of  Capi ta l  Flows was 
hosted by the SAFE in  cooperat ion with the World Bank.  



国家外汇管理局
0

中国外汇管理年报

02 4

BOX

Internat ional  Seminars  held by the SAFE in Recent  Years

Themes Main Topics Time Place

Seminar  on Custody 
of  Cross-border   
Portfol io  
Investment  

Organizers

Concep t  and  me thods  o f  c ro s s -bo rde r  
secur i t i es  inves tment ,  cus tod ian  bus iness  
and products ,  deposi tary  receipts ,  foreign 
exchange  asse t  management ,  management  
o f  inves to r  r e l a t ions  o f  overseas  l i s t ed  
companies ,  e tc .

The SAFE

The SAFE

November 
15-17,  2004

Beij ing

Seminar  on 
Monitor ing of  
I r regular  Capi ta l  
Flows

Legis lat ion and convent ions on AML/CFT 
in  in t e rna t iona l  soc ie ty  and  ind iv idua l  
countr ies ,  s ta tus  quo of  internat ional  AML, 
f u n c t i o n s  a n d  o p e r a t i o n s  o f  F I U ,  
monitor ing of  i r regular  cross-border  capi ta l  
t ransact ions,  e tc .  

May 
11-13,  2004

D o n g g u a n ,  
Guangdong

Xi 'an,  
Shaanxi

Seminar  on 
Coordinated 
Portfol io   
Investment  Survey

F u n d a m e n t a l  c o n c e p t ,  d e v e l o p m e n t ,  
s ta t is t ical  coverage and pract ical  methods 
o f  coord ina ted  po r t fo l io    i nves tmen t  
s u r v e y,  o t h e r  m e t h o d s  o f  p o r t f o l i o  
investment  survey,  s ta t is t ical  ideas ,  e tc .

The SAFE
The IMF

Apri l  
5-9,  2004

Shenzhen,  
Guangdong

Workshop on  
Vulnerabi l i ty  
Analysis  of  Capi ta l  
Flows

Theore t i ca l  founda t ions  and  ana ly t i ca l  
t o o l s  o f  a s s e s s i n g  c a p i t a l  f l o w  
v u l n e r a b i l i t y,  p r a c t i c a l  e x p e r i e n c e  i n  
monitor ing capi ta l  f lows in  developing and 
deve loped  count r ies ,  es tab l i shment  of  h igh-
f r equency  deb t  mon i to r ing  sys t em and  
market  expectat ion survey system, etc .

The SAFE
The World 
Bank

March    
23-26,  2004

Beij ingSeminar  on China 's  
Capi ta l  Account  
Liberal izat ion:    
Internat ional  
Perspect ives

Ini t ia l  condi t ions and approaches to  capi ta l  
a ccoun t  l i be ra l i za t i on ,  cap i t a l  marke t ,  
co rpora te  sec to r  and  non-bank  f inanc ia l  
ins t i tu t ions  dur ing the  process  of  capi ta l  
accoun t  l i be ra l i za t ion ,  expe r i ence  wi th  
offshore circulat ion of  domest ic  currency 
banknotes ,  e tc .

The SAFE
The BIS

September  
12-13,  2002

Chengdu,  
Sichuan

Workshop  on 
Internat ional  
Investment  Posi t ion 
Stat is t ics

Theore t i ca l  f r amework  o f  I IP s t a t i s t i c s ,  
compi la t ion  methods ,  co l lec t ion  of  da ta ,  
diff icul t ies  in  data  processing,  e tc .

The SAFE
The IMF

August  
14-29,2002

Kunming,  
Yunnan

Seminar  on Capi ta l  
Account  
Convert ibi l i ty  and 
Internat ional  
Capi ta l  Flows

Concept  of  capi ta l  account  convert ibi l i ty,  
capi ta l  control  and prudent ia l  regulat ion,  
overview of  capi ta l  account  convert ibi l i ty  
and capi ta l  f lows in   developing and 
developed  countr ies ,  f inancial  sector  
s tabi l i ty  and i ts  re la t ionship with capi ta l  
account  l iberal izat ion,  e tc .

The SAFE
The IMF

October  
15-20,  2001

Haikou,  
Hainan

Workshop on 
Foreign Exchange 
Market  and 
Operat ions

Focus on operat ional  issues  of  foreign 
exchange market ,  such as  the choice of  an 
exchange regime,  foreign exchange market  
and i ts  development ,  central  bank 
intervent ion,  forward foreign exchange 
market ,  external  sector  l iberal izat ion and 
f inancial  s tabi l i ty,  e tc .

The SAFE
The IMF 

October  
16-20,  2000
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Personnel  Management and Internal  
Audit ing

Vigorous ly  p romot ing  the  cons t ruc t ion  o f  l eade r sh ip  and  
making great  effor ts  to  enhance the overal l  accomplishment  of  
the cadres .  Earnest ly  implemented the Regulat ions on Select ing 
and Appoint ing Party Leadership and Cadres ,  judged,  reviewed 
and appointed cadres  f rom the perspect ives  of  moral  integri ty,  
abi l i ty,  di l igence,  performance,  and incorruptness ,  with a  batch 
of  young and capable  cadres  with high academic degrees  joining 
the  leadersh ip .  Personnel  exchanges  were  proac t ive ly  advanced,  
wi th  more  than  30  cadres  exchanged  c ross  depar tments  o r  
d iv is ions .  S t rengthened the  work  of  t ra in ing  for  cadres ,  and  
formed a  re la t ively mature  working mode in  terms of  designing 
t ra ining courses ,  select ing teachers ,  providing logis t ic  services ,  
o rgan iz ing  and  implement ing  t ra in ing  p lans .  Throughout  the  
year  of  2004,  the SAFE arranged   t ra ining in  rotat ion for  a l l  
cadres  above divis ion chief  level ,and 8  t ra ining courses  (such 
as  foreign exchange business  t ra ining and Engl ish t ra ining)  for   
cadres  in  the SAFE network ,  with the number of  t ra inees  going 
up by 51 percent  over  the previous year  to  reach 422 person-
t imes.  Great ly  promoted the introduct ion of  high-level  ta lents  
and recrui ted 50 cadres  in  the year,  which not  only enriched the 
p ro fess iona l  t eam,  bu t  a l so  p rov ided  s t rong  o rgan iza t iona l  
s a fegua rd  and  in t e l l ec tua l  suppor t  fo r  fo re ign  exchange  
adminis t ra t ion.

In 2005,  the general  ideas  governing the personnel  management  
and internal  audi t ing of  the SAFE is  to  focus on the select ion 
and  a l loca t ion  of  cadres ,  pe rsonne l  t ra in ing  and  exchanges ,  
internal  control  mechanism and self-construct ion center ing on 
the core  of  foreign exchange adminis t ra t ion,  thereby to  enhance 
the overal l  accomplishment  of  cadres  working in  the SAFE, i ts  
b ranches  and  sub-b ranches  and  to  sa fegua rd  the  hea l thy  
development  of  foreign exchange adminis t ra t ion.

S t r e n g t h e n i n g  i n t e r n a l  a u d i t i n g  a n d  p r o m o t i n g  t h e  
s t a n d a r d i z a t i o n  o f  f o r e i g n  e x c h a n g e  a d m i n i s t r a t i o n .  
Energet ical ly  and s teadi ly  promoted internal  audi t ing  in  the  
SAFE head off ice ,  i ts  branches and sub-branches,  and fur ther  
s tandardized the  operat ional  procedures  for  fore ign exchange 
bus inesses .  Made  c lear  the  respons ib i l i t ies  of  each  pos i t ion ,  
implemented  leve l -by- leve l  au thor iza t ion ,  and  conducted  the  
accountabi l i ty  system. Conducted internal  audi t ing for  foreign 
exchange adminis t ra t ion,  and urged al l  departments  to  carry out  
i n t e rna l  con t ro l  sy s t em,  t he r eby  ensu r ing  an  e f f ec t i ve  
implementa t ion  of  laws  and regula t ions  on  fore ign  exchange  
adminis t ra t ion and reinforcing the supervis ion of  audi t  for  the 
SAFE branches  and sub-branches .  Organized and par t ic ipated 
var ious audi t ing programs,  including a  special  audi t ing program 
for  the operat ion and management  of  computer ized network and 
related business  appl icat ion systems,  a  special  audi t ing program 
for  imports  and exports  ver i f icat ion,  and an audi t / invest igat ion 
into foreign currency clear ing business ,  e tc .  The supervis ion of  
aud i t  has  enhanced  the  r i sk  a w a r e n e s s  o f  t h e  b u s i n e s s  
depa r tmen t s ,  improved  t he  i n t e rna l  control  system gradual ly  
and  p romoted  the  s t andard iza t ion  o f  fo re ign  exchange  
adminis t ra t ion.
 




