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In 2007, the Chinese national economy maintained steady and rapid development and wit-
nessed a favorable operating state of rapid growth, an optimized structure, and increased
benefits and better livelihood for the people. Annual economic growth reached 11.4%.
China’s balance of payments continued to post a twin surplus under both the current ac-
count and the capital account. By the end of 2007, national foreign exchange reserves
reached USD 1.53 trillion, a rise of USD 461.9 billion over that at the end of the previous
year. The renminbi exchange rate maintained a steady rise and experienced radically in-
creased flexibility.

In 2007, according to the uniform plans set forth by the Party Central Committee and the
State Council, the foreign exchange administration departments continued to facilitate the
holding and use of foreign exchange by domestic institutions and individuals, tightened
regulation over capital inflows and sales of foreign exchange, and exerted great efforts
to develop the foreign exchange market, thereby making great progress in various areas.
First, a package of policies and measures on foreign exchange administration to promote
equilibrium was promulgated. The SAFE allowed domestic institutions to retain foreign
exchange income under the current account at their own discretion, integrated the policies
for foreign exchange administration in the export customs special supervisory zone, and
actively supported implementation of the Qualified Domestic Institutional Investors (QDII)
system. Second, foreign exchange receipts and payments for domestic institutions and
individuals were further facilitated. The annual quota for foreign exchange purchases by
domestic individuals was raised to USD 50,000 and pilot programs for qualified enterprise
financial companies were approved to conduct internal foreign exchange sales and pur-
chases. Third, capital outflow channels continued to be broadened. The SAFE delegated
overall authority to lower levels for examination and approval of overseas investment,
vigorously supported enterprises to go global, energetically promoted overseas financial
investments by qualified domestic institutional investors, and experimented with lend-
ing funds overseas by private enterprises. Fourth, construction of the foreign exchange
market continued to be strengthened. New institutions were introduced to the inter-bank
foreign exchange market, the trading categories and business scope were enriched, and the
swap business for the RMB and foreign currencies was approved in the inter-bank market.
Fifth, management over foreign exchange capital inflows and sales was tightened. The

]

SAFE enhanced dynamic oversight of “highlighted enterprises,” reduced the short-term
external debt quota of financial institutions in phases, intensified examination and approv-
al and registration management of foreign-invested real estate enterprises, imposed close
restraint on the borrowing of external debt by foreign-invested real estate enterprises, and

exerted great efforts to fight various illegal and criminal activities involving underground



money shops and illegal foreign exchange trading, etc. At the same time, the SAFE con-
tinuously improved management of state foreign exchange reserves, intensified statistics
and monitoring of the BOP, and promoted IT applications in foreign exchange administra-

tion.

The year of 2008 is the first year to carry out and implement the strategic plans made at
the Seventeenth National Congress of the CPC in an all-around way, the thirtieth anniver-
sary of the reform and opening-up, as well as the year of hosting the Beijing Olympics.
The foreign exchange administration departments will earnestly implement the scientific
concept of development, and practically and deeply address various work projects accord-
ing to the idea of “deepening reform, promoting outflows, reinforcing supervision and
improving methods.” In deepening the reform of foreign exchange administration, it is
planned that the basic role of the market in exchange rate formation will be given fuller
play, steadily promoting the convertibility of the capital accounts, making innovations
in the methods of foreign exchange administration for the goods and services trade, and
enhancing supervisory efficiency while facilitating normal trade. In promoting foreign
exchange outflows, it is planned that limitations on overseas investment will be further
loosened, improving foreign exchange administration of direct investment abroad, and
providing benefits to qualified enterprises and individuals to conduct overseas investment.
In reinforcing supervisory work, it is planned that macro-control tasks concerning the “two
preventions” will be realized, continuing to perfect the supervisory policies of foreign ex-
change collection and sales under trade, individual foreign exchange, investment capital,
and external debts, etc. and intensifying oversight over the foreign exchange business of
financial institutions. In improving the methods for foreign exchange administration, it is
planned that the regulatory system for foreign exchange administration will be improved,
implementing and enhancing the methods of foreign exchange inspection, facilitating IT
applications for foreign exchange administration, improving statistical monitoring, and

raising administrative efficiency.

For the sound and rapid development of the national economy, it is important to do a good
job in foreign exchange administration and to improve the balance of payments equilib-
rium. In 2008, we will proceed with confidence, raise our spirits, make further progress

through hard work, and strive to launch a new situation in foreign exchange administra-

e,

tion.
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The national economy maintained steady
and rapid development, but the structure
had yet to be improved. In 2007, China’s
GDP totaled RMB 24.6 trillion, an annual rise
of 11.4%, reaching the maximum level over the
past 13 years; however, the problem of uneven-
ness in the three industries was only slightly
improved. Secondary industry witnessed an
annual increase of 13.4%, 9.7 and 2 percentage
points higher in the growth rate than that of
primary industry and tertiary industry respec-
tively. The productivity of the manufacturing
industry continued to expand. Because of the
difficulties in domestic demand enjoying rapid
growth, dependence on the international mar-

ket may be strengthened.

Fixed-assets investment grew substantially
and the structure was optimized to some
degree. The total investment in fixed assets
in 2007 witnessed a year-on-year increase of
24.8%, a drop of 0.9 percentage point in the
growth rate compared with that during the
three preceding quarters. With respect to the
structure, investment in real estate development
grew by 30.2%, a drop of 1.6 percentage points
in the growth rate compared with that during
the eleven preceding months. Investment in
industries with high energy consumption in
cities and towns grew by 22.9%, a drop of 1.7
percentage points in the growth rate compared
with that during the eleven preceding months.

The structure of investment in fixed assets

is optimal, conducive to the transition in the
mode of economic growth over the long term
and facilitating an equilibrium in the balance of

payments.

The incomes of urban and rural residents
grew rapidly and positive changes occurred
in terms of consumption. In 2007, the dispos-
able income of urban and rural residents per
capita claimed an actual rise of 12.2%, a rise
of 1.8 percentage points in the growth rate.
In 2007, the net income of rural residents per
capita reached an actual rise of 9.5%, a rise of
2.1 percentage points. Total retail sales of con-
sumer goods witnessed an increase of 16.8%,
a rise of 3.1 percentage points compared with
that during the previous year. According to
estimates of the National Bureau of Statistics,
the GDP increase driven by consumption in
2007 reached 4.4 percentage points, 0.1 and 1.7
percentage points higher than that of invest-
ment and net exports respectively. This is the
first time since 2001 that the contribution of
consumption to GDP exceeds that of invest-
ment. If this continues or even increases, it will
contribute to mitigating the rapid increase in
national savings and curbing the expansion of

the current account surplus.

Fiscal income and profits of enterprises ex-
perienced a rapid increase and economic
benefits rose considerably. In the first eleven

months, industrial enterprises above a designat-



Trends in the Consumer Price Index of Chinese Residents in 2007
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ed size achieved profit growth of 36.7%, 6 per-
centage points higher than that during the same
period of 2006. Specifically, growth in the iron
and steel industry, chemicals, transportation
and communications facilities manufacturing
was 47.2%, 51.5%, and 68.7% respectively.
State financial revenues rose by 33.5%, a rise
of 8.8 percentage points over than that during
the same period of 2006. The rapid growth of
financial revenue and corporate profits may in-
crease savings by government and enterprises
and enlarge the surplus under the current ac-

count.

Issuance of currency credit was great, and
pressures for a price rise increased. By the
end of 2007, money supply in a broad sense
(M2) grew by 16.7% year-on-year, a drop in
the growth rate of 0.2 percentage point from
the previous year. Money supply in a narrow
sense (M1) increased by 21%, a rise in the

growth rate of 3.5 percentage points. Total

1 1 1 1
Jul Aug Sep Oct Nov Dec

RMB loans of financial institutions increased
RMB 3632.3 billion from the level at the be-
ginning of the year, an additional rise of RMB
483.1 billion. Due to the large issuance of cur-
rency credit as well as the rise in the prices
of primary products including crude oil, iron
ore, and grain, etc. on international markets,
domestic food prices rose sharply, which led to
growth of 4.8% in the annual CPI, a rise of 3.3
percentage points in the growth rate, the high-
est since 1997. The Central Economic Work
Conference proposed that moderately tight
monetary policies would contribute to guarding
against the risk of overly rapid growth turning
into economic overheating and would prevent
structural price increases from evolving into

significant inflation.

The opening-up entered a new stage while
foreign trade and investment increased
rapidly. In 2007, imports and exports totaled
USD 2.2 trillion and the surplus amounted to




H
2
H
2
5
g
g
H
2

Ann

000 TERULNR ¥y

The Macro-economy of China

USD 262.2 billion, a rise of 48% year-on-year.
The trade surplus, still the main source of the
surplus in the balance of payments, was further
enlarged. According to data published by the
Ministry of Commerce, the amount of foreign
direct investment utilized by non-financial de-
partments totaled USD 74.8 billion, a rise of
13.6% and placing China in first place among
the developing countries for 15 consecutive
years. The rapid increases in the surpluses un-
der foreign trade and foreign direct investment
were the main sources of the net inflows of
foreign exchange and of the increase in foreign

exchange reserves.

Meanwhile, some outstanding problems re-
mained in our economic operations, for in-
stance, the unmitigated trend of overly rapid
growth turning into economic overheating and
the problems of the relatively rapid increase
in investment, the excessive issuance of credit
and excessive foreign trade surplus, the greater
pressures from the rise in prices for domes-
tic consumers, the continual accumulation
of potential risks in the real estate and stock
markets, and the addition of unstable factors in
economic operations, especially financial op-

erations, etc.

Trade Surplus in China, 2007

Unit: USD 100 million
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The Global Economic and Financial Situation

A subprime lending crisis erupted in the U.S.
From 2004 to 2006, driven by market competi-
tion and asset securitization, the circulation of
subprime housing mortgage loans of inferior
credit quality rose drastically. Along with the
hike in the interest rate and the decline in the
growth rate in the price of housing in the U.S.
in recent years, the default rate of the subprime
lending skyrocketed from the beginning of
2007, which led to huge losses for hedge funds,
investment banks, commercial banks, and in-
stitutions dealing with subprime lending, etc.
This also had a severe impact on the state of
market credit and the entire financial market,
thus leading to the emergence of the subprime

lending crisis.

Global economic growth slowed down. Af-
fected by the subprime lending crisis, U.S. eco-
nomic growth experienced an obvious slow-
down. Annual economic growth reached 2.2%
in 2007, lower than the potential level. The
Euro zone showed generally steady growth,
mainly due to the drive from corporate invest-
ment and exports. The average speed of growth
exceeded historical averages and GDP actually
rose by 2.68 %. The Japanese economy ex-

panded moderately, with exports the main fac-

tor supporting economic growth. The growth
of consumption by residents slowed down and
capital expenditures of enterprises weakened.

Annual GDP in Japan actually rose by 2.1%.

Inflation pressures remained strong. Affect-
ed by the rise in the prices of food and energy,
U.S. inflation rose considerably and reached
a record in October year-on-year; meanwhile,
expectations of long-term inflation rose slight-
ly. From the third quarter, inflation rose sharply
in the Euro zone, reaching a high of 3.1% in
December. Japan eliminated its long-term de-
flation, and the core CPI reached zero and grew
to 0.8% at the end of the year.

The major central banks adjusted their
monetary policies. Influenced by the subprime
housing mortgage loan crisis, the Federal Re-
serve System decreased the interest rate from
September 2007 in order to stabilize economic
growth. The total cumulative annual decrease
in the interest rate was 100 base points. The
European Central Bank increased the bench-
mark interest rate twice, from 3.5% at the be-
ginning of the year to the current 4.0%, when
it ended these measures. The Japanese Central

Bank suspended an increase in the interest rate.



The discrepancy in economic growth and
monetary policies played a dominant role in
the foreign exchange market. U.S. economic
growth slowed down in 2007. The reduction in
the interest rate of the Federal Reserve System led
to a sharp decline in the interest gap advantage
of the USD and the USD continued to depreci-
ate. Except for a slight rebound in January and
May, the trade-weighted exchange rate index of
the USD depreciated consecutively. The annual
depreciation of the USD index reached 8 %. The
Euro experienced a substantial rise, soaring from
1.3196 at the beginning of the year to 1.4586 at

the end of the year. The annual range of the rise
accounted for 9.96 %. The USD depreciated after
appreciating against the Japanese Yen. Because
investors all around the world worried that the
subprime lending crisis would expand, their risk
aversion increased remarkably. There was trade
in the interest gap' of the closed position of the
Japanese Yen since July and a large hike in the
value of the Japanese Yen. In November the
exchange rate of the USD against the Japanese
Yen reached a low of 107.4. The Japanese Yen
appreciated by 6 % annually.

EUR/USD and JPY/USD in 2007
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" Trade in the interest rate refers to when investors borrow a country’s currency at a low interest rate (usually the Japanese Yen or the Swiss

Franc) and buy another country’s currency at a high interest rate to earn proceeds from the interest rate gap. However, the investors need to

bear the risk of changes in the exchange rates. A low fluctuation rate in the market benefits transactions in the interest rate gap. When the

fluctuation rate and risk aversion rise, investors perform a reverse maneuver, i.c., selling the currencies with high interest rates and buying

the currencies with low interest rates to close the original position.
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Yield rates on major bonds decreased. Af-
fected by the subprime lending crisis and the
slowdown in economic development, the yield
rates in the U.S. bond market decreased in
2007 and showed a steep curve. At the end of
the year, the yield rates on ten-year bonds in
the United States, Germany, and Japan closed
at 4.023%, 4.331%, and 1.51% respectively;
the yield rates in the U.S. and Japan dropped
68 and 17 base points respectively over the
levels at the beginning of the year. Because
Germany was still in a period of rising interest,

its yield rate rose by 36 base points.

Major stock price indexes fluctuated con-
siderably. Due to the subprime lending crisis,
major global stock markets fluctuated consid-
erably. The major stock price indexes expe-
rienced three rounds of declines in February,
July, and November. At the end of 2007, the
average price on the U.S. Dow Jones Index of
30 industrial stocks closed at 13264 points, a
rise of 6.4% from the level at the beginning of
the year. The Frankfurt DAX index closed at
80064 points, a rise of 22.3% from the level at
the beginning of the year. The Nikkei Index
closed at 15307 points, a drop of 11.1% from
the level at the beginning of the year.

Trends in the Yield Rates on 10-year Government Bonds in the U.S., Germany,
and Japan in 2007
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Trends in Major Stock Indices in the U.S., German, and Japanese Markets
in 2007
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Prices on international commodity markets
reached a record high. The price of crude
oil rose dramatically in 2007 and there was a
upswing shock trend, leading to a record high
of USD 98/ barrel. Affected by the lowering of
the interest rate by the Federal Reserve system
and the depreciation of the USD, gold broke

through the shock zone and reached a new high
in 27 years. At the end of 2007, the price of
crude oil on the international market closed at
USD 95.98/barrel, a rise of 57.2% over that at
the beginning of the year. Gold closed at USD
833.92/ounce, a rise of 30.97% from the level
at the beginning of the year.

Trends in the Prices of Oil and Gold in 2007
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Balance of Payments Position in China

I. Basics in the balance of pay-

ments

In 2007, China’s economic performance was
favorable, with the features of rapid economic
growth, optimized structure, enhanced efficien-
cy and improved livelihood of the people. With
the economy being further opened up, China’s
balance of payments continued to expand and
post a twin surplus. Specifically, the surplus
under the current account totaled USD 371.8
billion, rising by 47% compared with that in
the previous year; the surplus under the capital
and financial account totaled USD 73.5 billion,
while that in the previous year was USD 6.7
billion. By the end of 2007, China’s foreign
exchange reserves reached USD 1528.2 billion,
a rise of USD 461.9 billion over that at the end
of the previous year.

(I) The surplus under the current ac-

count continued to expand.

In 2007, the surplus under the current account
reached USD 371.8 billion, a rise of 47%. The
rise of the surplus under the current account

can be attributed to the sustained and rapid

growth of the trade surplus in goods.

The trade surplus in goods recorded a new
historical high. In 2007, China’s trade sur-
plus in goods hit a new record high, while the
growth dropped slightly. According to the sta-
tistical coverage of the balance of payments,
China’s exports in goods amounted to USD
1220 billion, a rise of 26%; while imports
reached USD 904.6 billion, a rise of 20%. The
trade surplus reached USD 315.4 billion, a rise
of 45%.

Trade in services registered deficit for the
third consecutive years. In 2007, receipts
of trade in services reached USD 122.2 bil-
lion, a rise of 33%, while payments reached
USD 130.1 billion, a rise of 29%. The deficit
amounted to USD 7.9 billion, a drop of 11%.

In terms of the composition of services, trans-
portation, insurance, royalties, and licensing
fees were the main contributing factors to
the deficit in trade in services. Specifically,
in 2007, China’s deficit under transportation
totaled USD 11.9 billion, a drop of 11%; the
deficit under insurance totaled USD 9.8 billion,
a rise of 18%; the deficit under royalties and

licensing fees totaled USD 7.8 billion, a rise



of 22%. Travel and other businesses were the
main surplus items. In 2007, China’s surplus
under international tourism totaled USD 7.4
billion, a drop of 23%; and the surplus under
other businesses totaled USD 8.7 billion, al-
most equal to that in 2006.

The surplus in income and current transfers
continued to grow rapidly. In 2007, receipts
in income reached USD 83.0 billion, increas-
ing by 52%, while payments reached USD
57.3 billion, a rise of 45%. The surplus reached
USD 25.7 billion, a rise of 69%. In 2007, re-
ceipts in current transfers reached USD 42.6
billion, a rise of 35%, while payments reached
USD 4.0 billion, a rise of 67%. The surplus
reached USD 38.6 billion, a rise of 32%. The
rapid increase in the salaries of overseas Chi-
nese laborers and the continuous expansion of
China’s external assets were the main reasons

for the rising surplus in current transfers.

(IT) The surplus under the capital
and financial account increased sig-

nificantly.

In 2007, inflows under the capital and financial
account reached USD 922 billion, a rise of

41%, while outflows reached USD 848.5 bil-
lion, a rise of 31%. The surplus reached USD
73.5 billion, while that in the previous year
was USD 6.7 billion. The rise of the surplus
under the capital and financial account were at-
tributed to the massive inflows of foreign direct
investment.

The surplus in direct investment increased
dramatically. In 2007, the surplus in direct
investment reached USD 121.4 billion, up by
1 fold. Specifically, net inflows under foreign
direct investment in China amounted to USD
138.4 billion, a rise of 77%, while net capital
outflows under overseas direct investment
were USD 17 billion, a drop of 20%. The sig-
nificant growth of surplus in direct investment
indicated that China kept a good momentum
of economic development and continuously
improving investment environment, which was

still strongly attractive to foreign capital.

The balances in portfolio investment and
other investment reversed. In 2007, the port-
folio investment registered a surplus of USD
18.7 billion, while it witnessed a deficit of
USD 67.6 billion in the previous year. Specifi-
cally, China’s external portfolio investment re-
corded a net outflow of USD 2.3 billion, while
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its inward portfolio investment from abroad re-
corded a net inflow of USD 21 billion. In 2007,
China’s other investment registered a deficit of
USD 69.7 billion, while it recorded a surplus
of USD 13.3 billion in the previous year.

(IIT) The increases in reserves assets

hit a record high.

In 2007, China's international reserves con-
tinued to grow rapidly. Of which, the national
foreign exchange reserves increased by USD
461.9 billion, an additional increase of USD
214.4 billion compared with that of 2006,
reaching a historical high in terms of incre-
ment. At the end of 2007, China’s foreign ex-
change reserves reached USD 1528.2 billion.

(IV) Net errors and omissions oc-

curred on the credit side.

In 2007, net errors and omissions occurred on
the credit side and reached USD 16.4 billion,
equivalent to 0.77% of the combined value of
exports and imports of goods based on the bal-
ance of payments statistical coverage. The ratio
was well within the internationally accepted
benchmark of 5%.

II. Balance of Payments Out-
look for 2008

From the international perspective, in 2008,
the world economy will be confronted with
increasing risks and uncertainties due to the
impact of the sub-prime crisis in the United
States. In particular, the economic growth of
advanced economies such as the United States

may further slow down. The sliding growth of
the trade of the U.S. and other industrialized
economies may have some influence on world
economic growth. As a result of continuous
interest rate cuts by the Federal Reserve, the
expanding positive interest rate spread between
the RMB and foreign currencies may attract
more capital inflows. Although the trade of
emerging market economies will continue
to rise, international trade frictions and trade
protectionism may aggravate. With the prices
of food and energy resources sustaining to be
firm, the inflationary pressures may increase

worldwide.

As far as the domestic situation is concerned,
in 2008, the state will strengthen and improve
macro control, following the guideline of con-
trolling the aggregates, stabilizing the prices,
adjusting the structure and enhancing the bal-
ance, so as to prevent the economy shifting
from rapid growth to overheating and prevent
the prices shifting from structural rises to obvi-
ous inflation. The step-by-step implementation
of various macro-control measures will be
favorable to keep a sound and fast economic
development, to accelerate the change of eco-
nomic growth pattern and structural adjust-
ment, to promote harmonized domestic and
external demand and harmonized consumption
and investment as well, and thereby to improve
the balance of payments situation fundamen-

tally.

In conclusion, China’s balance of payments in
2008 will maintain a large surplus due to the
combined impact of domestic and external fac-

tors.
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Foreign Exchange Policies to Promote an Equilibrium in the Balance of

Payments in Recent Years

At present, the inequilibrium in the balance
of payments has an ever-increasing impact on
domestic economic development. Thus, the
Party Central Committee has attached great
importance to this issue, clearly pointing out
the requirement of to promote “a general equi-
librium in the balance of payments by means of
comprehensive measures,” by making a series
of important guidelines and policies, calling
for an acceleration in the transformation of the
mode of economic development and the con-
ducting of structural adjustments, stimulating
internal demands, speeding up the transforma-
tion of the foreign trade growth mode, and
enhancing the quality of utilization of foreign
capital, etc. In recent years, the SAFE has ad-
opted a series of policies and measures striving

to improve the balance of payments position.

e Facilitating the holding and use of foreign
exchange by institutions and individuals.
The SAFE adjusted foreign exchange account
administration under the current account for
enterprises and canceled the account limits
step by step. Currently, domestic enterprises
may retain foreign exchange receipts under
the current account at their discretion; and for
imports, they may purchase foreign exchange
in advance. Foreign exchange purchases by
domestic individuals are subject to an annual
quota management of USD 50,000. Within
the total annual quota, individuals can directly

handle the formalities in the banks with their

valid identity documents; if they exceed the
quota, the individuals shall present the relevant
documents to handle the formalities in the
banks. The SAFE[permitted qualified multi-
national companies to deal with the centralized
operation of foreign exchanges and permitted
Chinese enterprises to raise capital through
overseas listings and to recall overseas’ opera-
tions, supported the financial institutions in
purchasing foreign exchange to supplement
their foreign exchange capital, and encouraged
state-owned commercial banks to reform the
shareholding system through the infusion of

capital from the foreign exchange reserves.

¢ Broadening the channels of capital out-
flows in an orderly manner. The SAFE played
an active role in supporting implementation of
the “going global” strategy, delegated overall
authority of approval for overseas investment
to lower levels, lifted the limitations on foreign
exchange purchases for overseas investment
and revoked the requirements of risk review
for overseas investment and allowed margins
for profit returns, and permitted enterprises to
remit related early-phase expenses in advance.
It also vigorously expanded overseas financial
investment channels, introduced the Quali-
fied Domestic Institutional Investors (QDII)
system, and gradually loosened the limitations
on investment subjects, investment categories,
markets, and foreign exchange purchases. It

promoted the opening-up of the domestic se-
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curities market and recommended international
development institutions issue RMB bonds
within Chinese territory. Moreover, it relaxed
the limitations on individual capital transfers,
allowed foreign exchange purchases and out-
ward remittances for domestic properties legal-
ly owned by individual immigrants or legally

inherited by non-residents.

e Tightening management of foreign ex-
change capital inflows and sales. The SAFE
reinforced management of foreign exchange
collections and sales of those “highlighted
enterprises” that had a conflict between trade
collection and foreign trade exports. Foreign
exchange sales by individuals were subject to
an annual quota management of USD 50,000,
while the System of Foreign Exchange Pay-
ments and Sales was applicable to foreign
exchange capital of foreign-invested enter-
prises and external debts. The SAFE unified
the management policies on external debts for
domestic and foreign banks and incorporated
the external borrowings of foreign-funded
banks into the aggregate control of external
debts, strictly controlling the surplus of short-
term external debts and the cumulative amount
incurred by medium- and long-term external
debts in foreign-invested enterprises within the
difference between the total investment and
the registered capital, reduced the short-term
external debt quota of financial institutions
by phases; and implemented the principle of
actual demand and self-use for the purchase of
domestic commercial residential buildings with
foreign capital; limited the establishment or ac-
quisition of real estate enterprises with round-
tripping investment, and constrained foreign-
funded real-estate enterprises from borrowing
external debt.

e Speeding up the development of the for-
eign exchange market. In July 2005, the
SAFE further reformed the exchange rate for-
mation mechanism. The exchange rate of the
RMB is no longer pegged to the USD. Instead,
China began implementation of a managed
floating exchange rate regime based on market
supply and demand with reference to a basket
of currencies. After this round of reform, the
SAFE increased participants in the foreign
exchange market and trading categories, al-
lowed qualified non-banking institutions and
non-financial enterprises to have access to the
inter-bank FX spot market, established the
inter-bank RMB forward market and promoted
forward foreign exchange sales and purchases;
perfected the market trading mechanism and
introduced the market-maker system and
modes of price inquiry; improved management
of foreign exchange position and posting ex-
change rates for banks, conducted management
of the overall position of foreign exchange
sales and purchases, allowed different posting
exchange rates of banks against customers in a
day, and strengthened flexibility in bank opera-
tions and their independent pricing capability.

¢ Reinforcing the construction of measures
for foreign exchange administration. The
SAFE elevated the level of computerization,
consolidated data collection, statistics, analysis,
and risk-warning functions, reinforced the in-
spection of and punishment for illegal foreign
exchange activities, vigorously fought against
underground money shops and other illegal
foreign exchange transactions, and rectified
and regulated the order of the foreign exchange

market.
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Analysis of China’s International Investment Position (IIP) in 2007

I. The general condition of China’s ITP

At the end of 2007, China’s IIP demonstrated
a trend of net assets. Both external financial
assets and liabilities continued to grow, with
the growth of assets obviously outpacing that
of liabilities. Specifically, external financial
assets (hereafter referred to as external assets)
claimed a reserve of USD 2.2881 trillion, an
increase of USD 643.8 billion or 39% over
the end of the previous year; external financial
liabilities (hereafter referred to as external li-
abilities) amounted to USD 1.2661 trillion, an
increase of USD 233.2 billion or 23% over the
end of the previous year; net external financial
assets (hereafter referred to as net external as-
sets) claimed a reserve of USD 1.0220 trillion,
an increase of USD 410.6 billion or 67% over
the end of the previous year; and the combined
external financial assets and liabilities reached
USD 3.5542 trillion, an increase of USD 877.1
billion or 33% over the end of the previous

year.

II. External financial assets

In the composition of China’s external assets at
the end of 2007, the reserve assets were USD
1.5349 trillion (including USD 1.5282 trillion
of foreign exchange reserves), accounting for
67% of the total external assets; the overseas
direct investment was USD 107.6 billion and

accounted for 5%; the portfolio investment as-

sets were USD 239.5 billion and accounted for
10%; and other investment assets (including
trade credits, loans, currency and deposits, and
other assets) were USD 406.1 billion and ac-

counted for 18%.

In the composition of the increment, the
growth of China’s external assets was primar-
ily contributed to the increase of reserve assets.
In 2007, China’s external assets increased by
USD 643.8 billion over 2006. Of which, re-
serve assets increased by USD 462.0 billion,
accounting for 72% of the total increment in
China’s external assets; the overseas direct
investment increased by USD 17.0 billion and
accounted for 3%; the portfolio investment
assets increased by USD 10.2 billion and ac-
counted for 1%; and other investment assets
increased by USD 154.6 billion and accounted
for 24%.

In terms of the features of the changes of
China’s external assets in 2007, China’s exter-
nal assets were mainly concentrated on reserve
assets, which accounted for around 70% in
terms of both stock and increment. Due to the
decrease of external assets in the form of debt
securities, both the ratio of portfolio invest-
ment assets to total external assets and the ratio
of the increase in portfolio investment assets
to the total increment of China’s external as-
sets dropped slightly as compared with 2006.
This was mainly attributable to the reduction of
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holdings of foreign debt securities by domestic
banks, which was due to such factors as the
sub-prime mortgage crisis in the United States
and the instability of the international financial

market.

II1. External financial liabilities

In the composition of China’s external liabili-
ties at the end of 2007, inward foreign direct
investment amounted to USD 742.4 billion,
accounting for 59% of the total external liabili-
ties; the portfolio investment liabilities were
USD 142.6 billion and accounted for 11%; and
other investment liabilities were USD 381.0
billion, accounting for 30% of the total external

liabilities.

In the composition of the increment in liabili-
ties, in 2007, China’s external liabilities in-
creased by USD 233.2 billion over the previous
year. Of which, inward foreign direct invest-
ment increased the most, reaching USD 129.9
billion and accounting for 56% of the total

increment in external liabilities; the portfolio

investment liabilities increased by USD 21.9
billion and accounted for 9%; and other invest-
ment liabilities increased by USD 81.4 billion
and accounted for 35%.

In terms of the features of the changes in Chi-
na’s external liabilities in 2007, inward foreign
direct investment (hereafter referred to as FDI)
accounted for the most of China’s external li-
abilities, and the contribution of the increase of
inward FDI to the total increment in external
liabilities was also the most. In particular, the
contribution of the increase of inward FDI to
the total increment in external liabilities was 12
percentage points higher than that of 2006. The
growth of portfolio investment liabilities de-
celerated, and the contribution of the increase
of portfolio investment liabilities to the total
increment in external liabilities was 18 percent-
age points lower than that of 2006. The main
reason was that only the CITIC bank was listed
abroad in 2007 with a relatively small capital
stock, as compared with the concentrated offer-
ing of H shares by domestic commercial banks
in 2006.
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China’s External Debt

At the end of 2007, China's outstanding exter-
nal debt (excluding that of Hong Kong SAR,
Macao SAR, and Taiwan Province) reached
USD 373.618 billion, of which the balance of
trade credit amounted to USD 133.1 billion
and the outstanding registered external debt
was USD 240.518 billion. The outstanding
long- and medium-term external debt (with the
remaining term) was USD 153.534 billion, ac-

counting for 41.09% of the outstanding exter-
nal debt. The outstanding short-term external
debt was USD 220.084 billion, accounting for
58.91% of the outstanding external debt. In
terms of debt subjects, Chinese-funded finan-
cial institutions, foreign-invested enterprises,
and foreign-funded financial institutions in

China remain the major debt subjects.

Components of Esternal Debtor by Type of Debtor,2007

(Unit:USD 0.1 billion)
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The amount of registered long- and medium-
term external debt in 2007 was USD 36.016
billion, an increase of USD 9.983 billion or
38.35% over that in the previous year. The
principal repayment for the long- and medium-
term external debt was USD 20.267 billion, an
increase of USD 2.368 billion over that in the
previous year. The interest payment was USD
4.958 billion, an increase of USD 1.853 billion

or 59.68% over that in the previous year.

In 2007, the main features of the changes in
the external debt were as follows. First, the
scale of the total external debt maintained sus-
tained growth. At the end of December, China’
s outstanding external debt had increased by
USD 50.63 billion over that at the end of the
last year. Specifically, the registered external
debt increased by USD 21.53 billion or 9.83%
year-on-year, equivalent to a growth rate of
5.28 percentage points lower than that during

the same period of 2006. Second, the long- and

medium-term outstanding external debt main-
tained steady growth. At the end of December,
the outstanding long- and medium-term debt
(with the remaining term) had increased by
USD 14.174 billion or 10.17% compared with
that at the end of 2006. Third, the short-term
external debt continuously increased, whereas
the registered short-term external debt shrunk
by a large margin and for the first time the ratio
of short-term external debt witnessed a de-
cline. At the end of December, the outstanding
short-term external debt (with the remaining
term) had increased by USD 36.456 billion or
19.85% compared with that at the end of 2006.
The increase in the short-term external debt
was mainly due to the increase in trade credit.
The balance of trade credit increased by USD
29.1 billion compared with that at the end of
2006. Its contribution to the growth in the scale
of the total external debt was 57.48% and to
the growth of the short-term external debt it
contributed 79.82%..
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RMB Exchange Rate Trends and Foreign Exchange

Market Transactions

I. Trends in the RMB Exchange
Rate

Greater flexibility in the RMB exchange
rate: In 2007, the RMB exchange rate showed
a two-way fluctuation. The mid price of the
RMB/USD appreciated on 151 trading days
over the previous trading days, accounting for
62.4% of the annual trading days, and depre-
ciated on 91 days from the previous trading
days, accounting for 37.6% of the annual trad-
ing days. From the first to the fourth quarter,
the mid price of the RMB/USD reflected a

daily fluctuation spread of 46, 55, 69, and 76
basis points respectively, showing a gradu-
ally expanding trend. The highest mid price of
the RMB/USD was 7.3046 yuan (December
28) and the lowest mid price was 7.8135 yuan
(January 8); the overall spread in 2007 was
5089 basis points.

The exchange rate of the RMB/USD wit-
nessed a steady and upward trend. At the
end of 2007, the central parity price of the
RMB/USD was 7.3046 yuan/USD, decreasing
by 5041 basis points from the end of 2006 and
with the RMB appreciating by 6.9%.

Trend in the Mid Price of the RMB/USD
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The exchange rate of the RMB against other
major foreign currencies demonstrated both
an appreciation and depreciation. In 2007,
the year-end exchange rate of the RMB/JPY
closed at 6.4064 yuan/100 Yen, an apprecia-
tion of 2.44% from 6.5630 at the end of 2006.
The year-end exchange rate of the RMB/EUR
closed at 10.6669 yuan/Euro, a depreciation
of 3.75% from 10.2665 at the end of 2006.
The year-end exchange rate of the RMB/HKD
closed at 0.93638 yuan/HKD, an appreciation
of 7.29% over 1.00467 at the end of 2006.
The mid price of the RMB/GBP closed at
14.5807 yuan/GBP, an appreciation of 5.09%
over 15.3232 at the end of 2006. According to
the calculations of the Bank for International
Settlements,the trade-weighted nominal effec-
tive exchange rate index of the RMB was 98.84

in december,2007, a rise of 3.5% from the level

before the exchange rate reform , and a rise of
1.7% from the level in december,2006. The
real effective exchange rate index of the RMB
reached 98.75 after the discrepancy in inflation
was deducted, rising by 8.7% from the level
before the exchange rate reform and 4.9% from
the level in december,2006.

I1. Inter-bank foreign exchange

market transactions

Inter-bank spot foreign exchange market:
In 2007, the daily turnover of China’s inter-
bank foreign exchange market increased by
over 70% year-on-year. The spot inquiry
trading market had a far larger turnover than

the spot bid-offer market for the same period.

Trend in the Middle Price of the RMB against the EUR, JPY, HKD, and GBP
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Analysis of the Foreign Exchange Situation

By the end of 2007, the ratio of the turnover
in spot inquiry trading to that in spot bid-offer
transactions in the inter-bank foreign exchange
market was 130:1.

Inter-bank forward foreign exchange
market: In 2007, the inter-bank forward
foreign exchange market completed 2,952
transactions, with a total turnover of USD
22.387 billion. The daily turnover was USD
0.93 billion, an increase of 60.34% over that
in 2006. On December 28, 2007, the forward
quotation of one-year-term RMB/USD on the
inter-bank forward market closed at RMB
6.7546 yuan/USD, and the USD discount was
5500 points, a decrease of 3564 points from the
level at the beginning of the year.

Inter-bank swap market: On April 24, 2000,

China’s inter-bank foreign exchange market
officially introduced the RMB swap business.
Trading activities have been increasingly active
and the turnover has continued to expand. In
2007, the inter-bank RMB swap claimed 15948
accumulated transactions, with a turnover
of USD 315.467 billion and a daily trading
amount of USD 1.304 billion.

Inter-bank foreign currency pairs trading:
By the end of 2007, there were 16 market-
maker banks and 53 member banks on the inter-
bank foreign currency pairs trading market. In
2007, the trading of 8 foreign currency pairs
claimed 28045 cumulative transactions, the
cumulative turnover equivalent to USD 90.066
billion and the daily turnover equivalent to
USD 372 million.

Trading of All Foreign Currency Pairs on the Inter-bank Foreign Currency Pairs Trading

Market from January to December 2007

Unit of turnover: USD 0.1 billion

Currency pair EUR/USD AUD/USD GBP/USD USD/JPY USD/CAD USD/CHF USD/HKD EUR/JPY

Turnover 260. 49 11.43 37.43
Turnover ratio
(%)

No.
of Transactions

28. 92 1.27 4.16

8797 1228 1697

Note: Turnover is the USD-based amount.

232.55  17.95 25.30  282.48  33.03
25. 82 1.99 2.81 31. 36 3. 67

8568 302 621 5828 1004
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Effective Exchange Rate

The effective exchange rate is different from
the posted exchange rate of different currencies
on the exchange market. It is a comprehen-
sive reflection of the change in the weighted
average exchange rate of a country’s currency
against a group of foreign currencies. The
nominal effective exchange rate is the inte-
grated weighted nominal interest rates of the
local currency against a group of foreign cur-
rencies and it expresses the aggregate nominal
exchange rate of the local currency against a
group of foreign currencies. The real effective
interest rate is the integrated weighted average
after deflating the prices of goods or costs from
the nominal exchange rates and it expresses
the aggregate real exchange rate of the local
currency against a group of foreign currencies.
For the convenience of analysis, the nominal
effective exchange rate or real effective ex-

change rate is normally taken in index form. At

present, the common weighted average method
includes the weighted arithmetic mean and the
weighted geometric mean. Researchers tend to
design the relevant parameters, including the
calculation method of the weighted average,
the scope of the sample currency, and the trade
weight, according to their special purposes.
Therefore, certain discrepancies may exist

among the generated results.

The effective exchange rate acts as an impor-
tant indicator for economic decision-making
and for monitoring the exchange rate. Since it
can be used to monitor the pressure of a coun-
try’s currency on the foreign exchange market,
it is usually used by the central banks as an
important basis for observing whether the ex-
change rate is reasonable and whether certain
countermeasures need to be taken.
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Construction and Development of the Foreign

Exchange Market

Relaxing the limitation on the daily ex-
change rate spread for transactions in the
inter-bank market. The fluctuation range of
the transaction price of the RMB against the
USD on the inter-bank spot exchange mar-
ket expanded from 3%o to 5%o,i.e., the daily
transaction price of the RMB against the USD
on the inter-bank spot exchange market could
fluctuate within a range of 5%o of the day’s mid
price of the RMB against the USD as published
by the China Foreign Exchange Trade System.

Enriching the trading types on the foreign
exchange market. RMB and foreign currency
FX swaps including an interest rate swap were
introduced in the inter-bank foreign exchange
market and more flexible financial instruments
were provided for banks to conduct hedge and
capital structural adjustments of long- and

medium-term local and foreign currencies.

Increasing the trading entity of the foreign
exchange market. Since the RMB exchange
rate formation mechanism was reformed on
July 21, 2005, there were 15 new members,
making a total of 268 members (the number of
re-registered members), on the inter-bank spot
foreign exchange market by the end of 2007,
including 139 foreign-funded banks, 128 Chi-
nese-funded financial institutions, and one cor-
porate member. In addition, 81 member banks
were accepted as members of the inter-bank
forward foreign exchange market, 78 banks
were granted membership in inter-bank RMB
foreign exchange swap transactions, and 10
banks were granted membership in inter-bank
swap trading of RMB and foreign currencies.
In succession, Sinopec Finance Co., Ltd. and
China Petroleum Finance Co., Ltd. had access
to the inter-bank spot foreign exchange market

for trading.
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Consolidating the construction of infra-
structure for the foreign exchange market.
The SAFE launched a new generation foreign
exchange transaction system to provide a more
convenient and effective platform for inter-
bank foreign exchange transactions. After the
new system was put into use, the market oper-
ated smoothly, the turnover of spot transactions
continued to increase, and swap transactions
became more active. On the basis of the origi-
nal master agreement on over-the-counter de-
rivative products, the SAFE guided the foreign
exchange trade center in revising and releasing
the Master Agreement on Derivative Products
of the RMB on the Nationwide Inter-bank For-
eign Exchange Market (2007 version), which

provided a solid legal basis for the develop-

ment of foreign exchange derivative products

at home.

General ideas on the construction and devel-
opment of the foreign exchange market in
2008 include: Insisting on the market-oriented
reform direction, creating favorable policies
and an environment for innovation of financial
products for banks, and further perfecting the
market basis for the formation of the exchange

rate.




E PRl Gt S el

ImsEge il SR R, Z 5 EERmEEHN CEERBCCTF (BRR) » #iT1
B, ZMERRETZRESW, Z5EPRRGCET TR BT E bR Ge T b e 5
E o BIFUFTE S T EPRGCGET R, 2 CE FRCCGET B RINEY BB e E T
GFRTIER AR, gt CEPRICZ TR (20074FBE0) ) . FiEE20074F H & 1Y [E Bril
SRS

T [l B g 52 G R B P . IR B BRI GETT R A T, $RZ T R I Bl 52
REZ GBI AR 2690 E Rl R A A LW AR . TR 55 fF it
AR WAl AR, HfESER el R R R .

e E I bl S et WE I R ST 9. AE A VL B NI T o T R G T TR, BRI AL
DA, LA 4. 605 S A B AE LR FN16. 97 A 5 A R Z N, A REAS T
HAREAEOLRIATE R, NIRRT IR PR ER AR RR, WEEpEAR
T OLRIAT 0 IS T AR,

RIS R RS G E. ERERFES. ERGEIHRRE KA 20064 H E XA
HERRGT AR o SIS ST R 2SI, RS E1E.

o E g R S E bR g . AT ESRITFSERCIR T S GL RS, #
SRR EGE S E BRGL G & TARRIE AR PRl SR 500 M -5 1 W A B Bk 72
TEL.

200847 [F brt 2 g it 5 W I T AR 2 00 . ARIEE RGO B MG K RESR, 1
WG RE R, SRR ESI AR, SREE RS, RIS TR, 37
RATTEE,




FETERSE
Main Work

A 4

S RIEEESRA s S | TV 5 7 ) D YA

YEERKI AT AL L0 FRESUAR, BT 558X
B, EEAGFOMERXFTOEAETRRAER. MELF LR b ik—
A HHER, ABERKXE T IAEGER T HHIL, 3 FEEfH
R, T2t AEERE. RAFH, HEKESAHNE, R
B, ZEN, ROREATEAEATHENE, RERKIATIEIS
ARG BIR, AR B ZBAR, LR SEHATHRERKILT, REEFHH
BAT B Rk ¥ 4t
YRS, £58
LR SR AT R 2
Fe k14, A
ZRE-ANTFE,
RIFHIZEHF AN
A FRER, 2
#EERKERFL
AER N

200755 A 18
0, YE%it%2
BERKkIgits4d
REXAAETBIF, BAT, CASCEINC A AfRIVELR T HRIMNCHER
BAAMSLEFL, ATEF6 L, 2 2TRANKFTT HASEFRAR

FHERR.

BRI AT HL2EAERN. KREFTEHEBRGFL2EL 54
HHEEAHARN, B THEE TAHHEA, RARBHIE, &6 EE
KEXATEBRGFLFE, 22NN AAHSE, HAXHT &,
TFie®3%, BHAUHAL, REAUHRE,; FEXRBNEREL, £
E, AR, MEEREA, A& EBRAR, A, BRRkIigitss R
LA RKEGE, Rt e RE, MBELFERAM, BB he
Fr AR,




PN B S g iRy

ARPINER PRBRS, RELA-RHARAXRHYZIREART S
S AL, ARBMRBAMARPALHNRS., FPRBARHHNEALIHRY
Ret: DABRAK IR GHARTLEIBART 5ILFHRE, Atk
REBMANF AARMRAGLE, ARALARFT—RALHRAAL®K: OF
BARBAAERICEZAARGERBX, K PHRALHHAH LR
BEXHERFT O T XAARBARFAAGALLT, R HRFTAEK
BEZAFEFHAL, LT ABRBFHAEFHAL,

RPBMRHFTARPALHAER D 2T BARBRITRRL BRITH
Rl 3t s KRG RAXRRARGE T pAE, FBARRITIF
NETXERAE, IPLALHAERIINFTHHHRE,

5 B A BRATE MO T LA MR, K PERAH AL S
B —REPHEPAERM, RARBXARALI RN LTAR, HRIKER
HILEELAR, RIPNCHEAGRNEBREX —CELHRLE, HANEF HE
FoLERDEEL, — AR PRI DAL TRAA D AR A AL
Rk, WIMNCAMR HMERT A A &K,

WHFPH LB R G LB RY, BLX AL S, X HRG TR
AP A Fe AR X 6T =R KLY F—AF A ffEH X658 *
B A, AREAS AL O BB AY, & AMBCE FE R A K
EX AR EEN B,

HhFAMABRT Y LA RR%, BACRANCATEL TN ER
MR, BB ERAFA LRI (BIS) 694+, 20065F- K PRMX HTHAA
AHINCOTCATA BT F R EEATY%, ARLAIPMCOTCH A S PIEK
Bt —A it

ARPINER PaBLF TR, R —FFERTEASNCTHIH
oA, RRARTHAEEGT EATE,

2007 3 b E I B IR 3R
nnual Report tate Administration of Foreign Exchange




oo0 TEIERE ¥y

of Foreign Exchange

C & 3 A 3R

nnual Report 2007 State Administration

2007 #= b =

=

Main Work

Statistics and Monitoring of the Balance

of Payments

Strengthening the construction of the sta-
tistical system and regulations. The SAFE
participated in the revision of the Balance of
Payments Manual (Sixth Edition) of the Inter-
national Monetary Fund, attended the confer-
ences of the Committee on Balance of Pay-
ments Statistics, and took part in the revision
of the Statistical Method for the Balance of
Payments and the formulation of international
statistical standards. The problems concerning
the statistical reporting of the balance of pay-
ments under the new situation were studied to
prepare for the revision and improvement of
the Measures for the Declaration of Statistics
on the Balance of Payments. The Guide to the
Balance of Payments (2007 edition) was pro-
mulgated and the regulations on the balance of
payments promulgated in 2007 were stream-

lined.

Reinforcing quality control of the statistical
data on the balance of payments. The statisti-
cal reporting verification work on the balance
of payments was strengthened and verification
work on the quota trade of the balance of pay-
ments was implemented by the quarter. Data
verification of the balance of payments and
organizational code training were organized.
Trade credit investigations and data quality
evaluations were carried out to promote and
perfect the construction of the corporate inves-

tigation system.

Promoting an upgrade in the BOP statistical
and monitoring system. Analysis of the trial
operations of the sub-systems was implement-
ed nationwide. Since the new system was put
into operation, 46,000 general situation tables




of the reporting units and 169,000 transaction
codes, postscripts, and regulations were passed
through verifications. The general situation
tables of the reporting units were revised when
necessary. The classified culling operation for
the general situation tables of the reporting
units was implemented nationwide according
to the logistical relationships of the elements

on the tables.

Enhancing statistical coordination, commu-
nication, and cooperation of departments.
For the first time, together with the Ministry of
Commerce and the National Bureau of Statis-
tics, the SAFE promulgated the 2006 Statistical
Bulletin of China's Outward Foreign Direct
Investment. Meanwhile, the SAFE further de-
veloped comprehensive statistical coordination,
communication, and cooperation with relevant

departments.

Establishing the BOP Statistical Branch un-
der the National Statistical Society of China.
The founding meeting of the BOP Statistical
Branch under the National Statistical Society
of China was convened. The work system of
the BOP Statistical Branch under the National
Statistical Society of China was established to
develop important supplementary institutional
functions for analyzing and judging the BOP

situation.

General ideas on statistics and monitoring
of the balance of payments in 2008 are de-
tailed as follows: As required by the change
in the situation and the statistical development
in the balance of payments, the SAFE will
promote construction of a statistical system,
enrich the statistical system of the sample sur-
vey, reinforce data quality control, enhance
the electronic statistical level, and improve the
transparency of statistics.
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Established

The Chinese statistical system on the balance
of payments has exerted positive effects in the
field of macro-economic analysis and decision-
making after 20 years of development since its
founding in the 1980s. Along with the strength-
ening of the trends in the globalization of the
economy and financial integration, China’
s statistical work on the balance of payments
faces many new situations, problems, and chal-
lenges. The crucial target in the statistical work
on the balance of payments is to improve data

collection, utilization, and analysis in order to

guarantee the accuracy, timeliness, and integ-

Pk SRERNT AT AR A2

rity of the data and to improve their availability
and comprehensibility. In order to achieve this
target and for more people to understand the
statistics on the balance of payments and ac-
tively fulfill the reporting obligations of the sta-
tistics on the balance of payments as well as to
participate in the perfection and improvement
of the statistics on the balance of payments, it
is necessary to build a platform to better culti-
vate the reporting consciousness of the public
and to facilitate the perfection of the statistics

on the balance of payments.

The founding meeting of the BOP Statistical
Branch under the National Statistical Society
of China was convened in Beijing on May
18, 2007. Currently, 36 branches of the SAFE
and 10 Beijing-based Chinese-funded foreign
exchange designated banks have joined the
council of the branch, with 61 councilmen. The
branch especially invited experts both inside
and outside of the SAFE to take part in a con-

sultative committee.




The conception and principle for establishing
the BOP Statistical Branch is that on the basis
of the ideas of pioneering and the principles
of being practical and innovative, the branch
will be devoted to establishing a professional
platform filled with a spirit of innovation and a
good incentive mechanism oriented to statisti-
cal practices in the balance of payments. The
innovation in the work of the branch embodies
researching new methods, exploring new en-

vironments, cultivating innovative talents, and

T —

motivating an innovative passion with active
ideas. The down-to-earth working style implies
an attitude by which one person shall care for,
research, and resolve practical issues from the
perspective of reality. Hence, the branch must
make achievements in the following respects,
such as making clear the urgency of the times,
building up its professional authority, improv-
ing the popularity of its business, and increas-

ing its ability for acceptance and inclusion.

RMB against Foreign Exchange Currency Swap

The term “RMB and foreign exchange cur-
rency swap” refers to trade on exchanging
between a stipulated amount of RMB principal
and a stipulated amount of foreign currency
principal within a prescribed period of time
and exchanging the interest on the two curren-
cies on a regular basis. Principals may be ex-
changed in the following modes: [] both parties
shall, when the agreement becomes effective,
conduct the exchange at a stipulated exchange
rate on the date, and when the agreement ex-
pires, they shall make a reverse exchange at the

same exchange rate and the same amount of

principals on the date; [ other modes as speci-
fied by the People’s Bank of China and the
SAFE. Interest exchange means that each party
shall pay the other party interest computed in
light of the amount of the target currency. The
interest may be computed at a fixed interest

rate or at a floating interest rate.

The reference interest rate of the RMB applied
in the currency swap shall be a benchmark
money market interest rate published by the
National Inter-bank Funding Center upon au-

thorization of the People’s Bank of China or
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the benchmark deposit/loan interest rate pub-
lished by the People’s Bank of China. The ref-
erence interest rate of foreign currencies shall
be decided by both parties to the transaction

through negotiation.

Compared with the existing foreign exchange
swap in the inter-bank foreign exchange mar-
ket, the currency swap has two outstanding
characteristics: first, the amounts for the two
principal exchanges and the applied exchange
rates are the same at the beginning and the
closing periods in the currency swap, whereas
in the foreign exchange swap, the principal is
exchanged at one exchange rate at the begin-
ning period of the swap but another exchange
rate is usually used for exchanging the princi-
pal back at the closing period. Second, during
the currency swap period, there are many inter-
est exchanges on the two currencies, whereas
there is no interest exchange in the foreign

exchange swap period.

It is the comparative advantages of both par-
ties in the transaction that are exchanged in the

currency swap business. Both parties of the

transaction can convert the assets or liabilities
of one currency and interest rate to the assets
or liabilities of another currency and interest
rate so that both parties can take full advantage
of each other’s comparative advantages and
achieve the targets of circumventing the risks
of the exchange rate and the interest rate and

improve asset liability management.

The currency swap business developed rapidly
on the international market and has become an
important component of the market for foreign
exchange derivative products. According to the
statistics of the Bank for International Settle-
ments (BIS), the market value of currency
swap transactions, which developed rather
quickly among the OTC foreign exchange de-
rivative products, accounted for a ratio of 47%
on the global market of OTC foreign exchange
derivative products in 2006. The development
of the swap business of RMB and foreign ex-
change currencies will further enrich the trans-
action types in the inter-bank foreign exchange
market and satisfy the demands for asset man-

agement from different market participants.
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Foreign Exchange Administration under the Cur-

rent Account

Implementing the overall individual for-
eign exchange administration policy. The
Measures for the Administration of Individual
Foreign Exchange, which integrated 47 regu-
latory items concerning foreign exchange
administration and abolished 16 administrative
regulations, was officially promulgated. It is
the most comprehensive regulation concern-
ing individual foreign exchange administration
since 1998. The new policy systematically
regulates individual foreign exchange revenue
and expenditures, foreign exchange sales and
purchases, foreign exchange accounts and
individual foreign exchange businesses, etc.,
fully facilitating individual foreign exchange
revenue and expenditures. Individual foreign
exchange purchases rose by 293% year-on-
year and individual sales of foreign exchange

increased by 43% year-on-year in 2007.

Allowing domestic institutions to retain
foreign exchange receipts under the current
account at their own discretion. The quota
management of foreign exchange accounts
under the current account was abolished and
domestic institutions were permitted to retain
the foreign exchange income under the current
account according to the requirements of their
operations. The new policy helped to strength-
en enterprise autonomy to hold and utilize for-
eign exchange, directly reduced the financial
costs arising from the sales and purchases of
foreign exchange, improved the efficiency of
foreign exchange utilization, and reduced the
exchange rate risk. At the end of December
2007, the balance in the foreign exchange ac-
counts under the current account of domestic
institutions increased by 7.44% from the level
in August when the policy was first adopted.




Consolidating the basis of the reform of for-
eign exchange administration in the services
trade. The implementation plan was formu-
lated to reform the management method for
the services trade from the current verification
of foreign exchange receipts and payments to
an after-the-event and off-site supervision and
data-sharing mode. More than 40 laws and
regulations on foreign exchange administration
concerning the services trade were streamlined
to form the basic institutional framework of
the reform in foreign exchange administra-
tion under the services trade and to embody
an administrative equilibrium for revenue and
expenditures, to facilitate corporate operations,
and to realize classified management of the
credit of entities.

Achieving substantial progress in the reform
of the verification system for imports and
exports. The legal framework of the new veri-
fication system for foreign exchange collec-
tion and payment of goods trade was basically
established. The legal framework includes for-
eign exchange collection, sales, and payment,

aggregate off-site verification, monitoring

and pre-warning, spot verification, classified
management, legal responsibility, and linked
management with the customs and taxation
authorities, etc. In addition, the basic principles
of management on trade in foreign exchange
receipts and payments were defined. As a tech-
nical assurance of the verification reform, the
development of a verification system of foreign
exchange collection and payment in trade was
basically completed and put into trial opera-
tion.

Actively facilitating trade. The online verifi-
cation of foreign exchange collection of export
proceeds was intensified. At the end of 2007,
the export enterprises that traded online ac-
counted for about 80% of the total export en-
terprises in China, and the online verification
businesses accounted for more than 60% of the
total businesses. A Paperless Export Tax Re-
fund was promoted with great effort. The data
transmission system of tax refunds after verifi-
cation of export proceeds has been popularized
for use in 11 provinces (cities) nationwide. The
procedures for archive-filing of import pay-

ments of foreign exchange in other cities were
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streamlined and perfected. The procedures for
advance archive-filing of import payments in
foreign exchange for relevant enterprises, con-
centrated collection and payment of foreign

exchange, and verification were simplified.

Integrating policies for foreign exchange
administration in bonded areas under cus-
toms supervision. The advantages of foreign
exchange management policies in the regions
shall be maintained. Local enterprises engaged
in trading goods abroad do not have to go
through the procedures for verification. Local
enterprises and domestic enterprises outside
the regions can use RMB or foreign currencies
for valuation and settlement in transactions.
The opening of current foreign currency ac-
counts, retaining current foreign exchange in-
come, purchases and sales of foreign exchange,
investment under the capital account, and
external guarantees, as well as the reporting
system for the balance of payments statistics,
were further facilitated and the same policies
as those outside the bonded areas under cus-

toms supervision have been implemented. This

is specified to match the transaction manners
of local enterprises and the new features of
logistical development and to simplify the ma-
terial verification requirements, so the payment
of foreign exchange when logistics and capital
flows do not correspond to each other can be
directly handled at the banks.

General ideas on foreign exchange admin-
istration under the current account in 2008
are detailed as follows: The SAFE will make
innovations on the mode of foreign exchange
administration under the current account, carry
out the reform of the import and export veri-
fication system and of the foreign exchange
administration of the services trade in an all-
around way; continue to strengthen the ad-
ministration of foreign exchange collection
and sales, improve the policies for foreign
exchange administration of “Highlighted En-
terprises”" and individuals; take full advantage
of various supervisory systems, enhance the
off-site monitoring and analysis capability, and
improve overall foreign exchange administra-

tion under the current account.



T

Reinforcement of the Administration of Foreign Exchange Inflows

and Sales under the Current Account

In December 1996, China accepted the obliga-
tions in the eighth article of the agreement of
the International Monetary Fund, agreeing that
the RMB current account could be converted,
lifted all limitations on payments and transfers
under the current account, and regulated that
all foreign exchange trade under the current
account should be conducted based only on
authenticity. In recent years, the scale of cross-
border capital flows experienced a rapid expan-
sion and a large surplus was maintained in for-
eign exchange receipts and payments. In order
to prevent illegal capital from being mixed in
the current account the SAFE reinforced man-
agement of foreign exchange capital inflows

and sales under the current account.

Further perfecting management of foreign
exchange capital inflows and realizing a
dynamic screening of “Highlighted Enter-
prises” for foreign exchange sales. Normal
operations and reasonable trade financing be-

havior of enterprises engaging in lawful opera-

tions were further facilitated. Foreign exchange
receipt and payment behavior not based on real
trade was strictly monitored to improve the ef-
ficiency of classified supervision. All individual
SAFE branches kept close watch on the chang-
es in foreign exchange receipts within their ju-
risdictions, reinforced the daily monitoring and
analysis efforts of the foreign exchange receipt
and payment conditions of enterprises under
the trade within their jurisdictions, dynamically
screened enterprises that incurred abnormal
flows of foreign exchange capital under the
trade, and added the enterprises that complied
with the standards into the highlighted enter-
prises list for focused supervision.

Developing together institutional and sys-
temic construction and effectively improving
the level of monitoring and management of
the services trade. At the same time as inte-
grating all the regulations on foreign exchange
administration of the services trade, the SAFE

designed and developed an off-site supervisory
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system of foreign exchange under the services
trade in order to realize off-site supervision and
classified management of the corporate entities.
Through this system, data on foreign exchange
receipts and payments (including foreign ex-
change sales and purchases) across and within
the borders of the services trade were collected
and integrated. Foreign exchange receipt and
payment conditions of the services trade in the
entire country or within a certain region can
be calculated and analyzed in an all-around
way through this system. The monitoring and
pre-warning and classified management of the
corporate entities were exercised by setting a
pre-warning indicator. All of these facilitated
the enquiry, statistics, and analysis of full cov-
erage data of the services trade both within and
across borders, and enabled monitoring func-
tions and classified management. This system
was test finished in March 2007, commissioned
from May 2007 in 9 SAFE branches, and will
be put into trial operation nationwide in 2008.

Making use of the individual foreign ex-
change sales and purchases system to im-
prove the overall level of individual foreign
exchange administration. Since the implemen-
tation of The Measures for the Administration of
Individual Foreign Exchange, the general situ-
ation for individual foreign exchange sales and
purchases, the structure of capital sources, the
regional capital structure, and the form of capi-
tal, etc. have been clearly grasped in a macro
sense in the individual foreign exchange sales
and purchases system. In a micro sense, the
integrated management of individual sales and
individual purchases of foreign exchange busi-
nesses has been achieved. Meanwhile, on the
basis of strengthening statistics, monitoring, and
trend analysis of individual foreign exchange
sales and purchases, off-spot verifications were
carried out focusing on large amount and suspi-
cious forex sales, and the suspicious cases were
transferred in a timely manner to the inspection

department of the SAFE for investigation.
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Foreign Exchange Administration under the Capital

Account

Further deepening the reform of foreign
exchange administration of overseas invest-
ment. The SAFE delegated overall authority
to lower levels for examining and approving
the source of overseas foreign exchange invest-
ment: for overseas investment projects in an
amount of more than the equivalent of USD
10 million, the local branches of the SAFE
were uniformly authorized to take charge of
examination and approval of the source of the
foreign exchange capital. In 2007, 1,284 over-
seas direct investment projects in China regis-
tered foreign exchange for overseas investment
with the SAFE, an increase of 21.8% yoy. The
investment amount from Chinese parties to-
taled USD 14.47 billion (excluding overseas
lending). Annual outward remittances of FX
capital under the overseas investment totaled
USD 10.82 billion, an increase of 32% yoy, of
which, the foreign exchange purchases reached
USD 4.22 billion, a rise of 134.4% yoy.

Vigorously promoting implementation of
the qualified domestic institutional inves-
tor (QDII) system. Together with the China
Banking Regulatory Commission (CBRC),

the SAFE expanded the scope of overseas in-
vestment for QDII products of commercial
banks, allowing them to invest in securities,
equity funds, and other products overseas ac-
cording to a specific proportion; broadened
the scope of QDII entities, allowing qualified
trust companies to conduct overseas financial
management business. Along with the China
Securities Regulatory Commission(CSRC),
the SAFE expanded the scope of the QDII
pilot programs for securities-operating institu-
tions (fund management companies, securities
companies) and enhanced considerably the
QDII investment quota for securities-based
institutions. With the China Insurance Regula-
tory Commission (CIRC) and other organs, the
SAFE lowered the QDII threshold for insur-
ance institutions, raised the scale of overseas
investment, and augmented the sources of
overseas securities investment of insurance

funds and the scope of investment.

Further facilitating the utilization of foreign
exchange capital for enterprises. The SAFE
conducted pilot programs of foreign exchange

sales and purchases for finance companies of
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enterprise groups, authorizing Sinopec Finance
Co., Ltd,and China Petroleum Finance Co.,
Ltd., etc. to engage in foreign exchange sales
and purchases for members within the juris-
diction of the group and giving them access
to the inter-bank foreign exchange market. It
conducted in-depth research on the improve-
ment of policies on the focused management
of foreign exchange capital in multinational
companies. By the end of 2007, the SAFE
had granted the lending of USD 19.778 bil-
lion, Euro 1.1843 billion, and HKD 100 mil-
lion in total from Chinese- and foreign-funded
multinational companies to overseas member
companies (at the same time, a pilot region for
the reform of foreign exchange administra-
tion on overseas lending, Ningbo City, granted
overseas lending of USD 16.46 million in total
from private enterprises within its jurisdiction
in 2007), and authorized 18 multinational com-
panies to carry out centralized management
of foreign exchange capital. In some specific
regions, overseas lending from private enter-
prises went into trial implementation, with the
overseas lending quota approved for 6 private

enterprises totaling USD 16.46 million and the

actual outward remittances totaling USD 10.1

million.

Intensifying foreign exchange administra-
tion of capital inflows to the real estate mar-
ket. Along with the Ministry of Commerce,
the SAFE promulgated the Circular on Further
Strengthening and Regulating the Examination,
Approval, and Supervision of Foreign Direct
Investment in the Real Estate Industry and
specified the intensification of management of
foreign-funded real estate, strict control over
the establishment or merger & acquisition of
real estate enterprises with round-trip invest-
ment. Should the foreign exchange authority
discover that foreign-funded real estate enter-
prises were deliberately established through
evasion and false representation, the authority
hereof shall investigate them for responsibil-
ity in remitting capital and getting additional
income of their own accord without approval
to evade and engage in foreign exchange fraud.
The SAFE also introduced administrative mea-
sures strictly limiting the borrowing of external
debt by foreign-funded real estate enterprises,

definitely stipulating that no borrowing of ex-



ternal debt is allowed for newly-established or
increased registered capital foreign-funded real

estate enterprises since June 1, 2007.

Steadily implementing the qualified foreign in-
stitutional investors (QFII) system. The SAFE
further improved fund exchange and account
management, and supported and encouraged the
input of long-term capital into China’s capital
market. The SAFE approved 6 QFII with a to-
tal investment of USD 0.95 billion in 2007 and
49 QFII with a total investment of USD 9.995
billion by the end of 2007.

Reinforcing management of capital inflows
of short-term debt. The SAFE adjusted the
scope of verification on the quota of short-
term external debts of financial institutions,
reduced the surplus quota on the short-term
external debts of financial institutions in 2007,
encouraged financial institutions to increase
the source of foreign exchange capital through
inter-bank borrowing on the domestic currency
market or by such means as swaps, regulated
the verification and management of the short-
term external debt quota after the transforma-

tion of foreign-funded bank branches into
banks of legal person status and the trans-
regional adjustment to the short-term external
debt quota made by foreign-funded banks due
to mergers & acquisitions, splits, and other rea-

sons.

General ideas on foreign exchange admin-
istration under the capital account in 2008
are detailed as follows: The SAFE will inten-
sify guiding and regulating capital inflows and
foreign exchange sales and enhance the quality
of utilization of foreign capital and benefits,
continue to promote the outflow of various
funds in an orderly and controlled manner, and
boost the convertibility of items under the capi-
tal account of the RMB step by step; improve
the administrative approaches and modes, fa-
cilitate the centralized operations of foreign ex-
change capital for enterprises, and support the
development of China’s overseas investment
enterprises; improve the statistics, monitoring,
and forewarning on cross-border capital flows
to prevent capital flow risks and to maintain

national economic and financial security.
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Expanding the External Investment Channel, Promoting

Orderly Bilateral Capital Flows

After the People's Bank of China promulgated
its fifth announcement in April 2006, declar-
ing implementation of the qualified domes-
tic institutional investor (QDII) system, the
SAFE has played an active role in promoting
institutional construction with relevant depart-
ments. At the initial stage of implementation
of the QDII system, the entity investors of the
QDII and the products of overseas investment
were limited, and the domestic investors and
financial institutions were unfamiliar with the
overseas financial market and were affected by
the domestic market, the RMB exchange rate,
and other factors, so implementation did not

produce an obvious effect.

After 2007, the QDII system was improved
gradually, the overseas investment channels for
domestic citizens were further expanded, the
main parties in the QDII were diversified, es-
pecially when offering QDII products by pro-
fessional asset management institutions such
as fund management companies, and the QDII
market enjoyed rapid growth.

« In March, the China Banking Regulatory
Commission and the SAFE jointly promul-
gated the Interim Measures for the Administra-
tion of Overseas Wealth Management Business
of Trust Companies, permitting qualified trust
companies to use RMB capital and foreign
exchange capital raised from investors to deal

with overseas securities investment.

« In May, the China Banking Regulatory
Commission released the Circular on Revising
the Scope of Overseas Investment for Overseas
Wealth Management Services on Behalf of
Customers of Commercial Banks expanding
the investment scope of QDII banking to equity
products.

« In June, the China Securities Regulatory
Commission promulgated the Trial Measures
for the Administration of Securities Investment
Outside the Territory of China by Qualified
Domestic Institutional Investors, which regu-
lated the overseas securities and investment

businesses of securities- operating institutions,
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such as fund management companies and secu-

rities companies.

« In July, the People’s Bank of China, China
Insurance Regulatory Commission, and the
SAFE jointly promulgated the Interim Mea-
sures for the Administration of Overseas In-
vestment with Insurance Funds, permitting
insurance institutions to carry out overseas se-
curities investment with their own foreign ex-

change capital or purchased foreign exchange.

Currently, overseas securities investments

through the above channels have been orderly

developed. By the end of 2007, 21 domestic
commercial banks had obtained the total quota
of USD 16.6 billion of investment with foreign
exchange purchased for overseas wealth man-
agement services; 7 fund companies had ob-
tained the overseas securities investment quota
of USD 28.5 billion; one securities company
obtained the overseas securities investment
quota of USD 5 billion; and 21 insurance com-
panies obtained the overseas investment quota
of USD 14.4 billion. The QDII quota totaled
USD 64.5 billion, of which about USD 33.6
billion of the fund has been remitted outward.

QDII institutions by the End of 2007 (50 in Total)

2% 14%

O Securities institutions
B Fund companies

O Commercial banks
O Insurance companies

The Granted Quota of QDII by the End of 2007
(USD 64.5 Billion in Total)

8%

O Securities companies
B Fund companies

O Commercial banks
O Insurance companies
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Supervision of the Foreign Exchange Business of

Financial Institutions

I. Banking institutions:

Simplifying market access management for
the sale and purchase of foreign exchange
for banks. The SAFE rearranged the mode of
market access management for spot foreign ex-
change sales and purchases of banks, allowed
independent authorization by superior banks
and advance reporting for bank branches, en-
hanced the efficiency of market access, simul-
taneously strengthened oversight over the legal
person of banks, and promoted the orderly
development of the market; regulated and fa-
cilitated foreign exchange administration after
the transformation of foreign-funded banks and
supported the opening-up of the banking indus-

try.

Standardizing foreign exchange adminis-
tration in the gold market. According to the
principle of independent decision-making and
market operations, when engaged in gold busi-
ness banks were allowed to incorporate the
exchange rate exposure into the general posi-
tion of foreign exchange sales and purchases of

the concerned banks for squaring management.

Thus, the development of the domestic gold

market was boosted.

Improving the foreign exchange administra-
tion of foreign currency exchange agents.
The SAFE formulated favorable administra-
tive measures. For example, it allowed foreign
currency exchange agents to convert RMB
back into foreign currency banknotes for over-
seas individuals and to set the posted price
of foreign currency conversion on their own
accord pursuant to the relevant regulations. It
promoted an improvement of foreign currency
exchange services provided by foreign cur-
rency exchange agents to satisfy the reasonable
demands for foreign currency exchange from

individuals.

By the end of 2007, 236 domestic and foreign
banks had been approved to conduct busi-
ness for spot sales and purchases of foreign
exchange, 64 banks had been approved to
conduct business for clients’ forward sales and
purchases of foreign exchange, and 38 banks
had been approved to conduct swaps for cli-
ents’ RMB against foreign currencies business.



II. Securities institutions:

Promoting the healthy development of the
foreign exchange business by securities-
operating institutions. By the end of 2007, 78
securities companies and 7 fund management
companies had been approved with the qualifi-
cation to undertake foreign exchange business.
Aiming at the new situations and problems
emerging in the B-share market, the SAFE
properly standardized the administration of for-
eign exchange sales involving investment from

domestic individuals in B shares.

III. Insurance institutions:

Continuing to do a good job in supervising
the foreign exchange business by insurance
institutions. The SAFE supported insurance
institutions to develop foreign exchange busi-
nesses and strengthened supervision of their
market access to foreign exchange businesses,
sales and purchases of foreign exchange, and
daily business; followed the situation in the
pilot programs of insurance companies in car-
rying out foreign exchange life insurance busi-

ness, and researched on enlarging the scope

of the pilot programs for the foreign exchange
life insurance business conducted by insurance

companies.

By the end of 2007, 83 domestic and foreign
insurance companies in China had received ap-
proval from the SAFE to qualify to engage in
the foreign exchange insurance business.

General ideas on supervision and manage-
ment work of the foreign exchange business
of financial institutions in 2008 are detailed
as follows: The SAFE will further improve the
management of foreign exchange receipts and
expenditures of banks, intensify compliance
with the supervision and assessment of the for-
eign exchange business of banks, and enhance
their administrative efficiency and service
capacity; perfect the institutional construction
of foreign exchange administration of non-
banking financial institutions, standardize the
administration of foreign exchange accounts,
foreign exchange principal, and exchange busi-
ness for non-bank financial institutions; and
improve the policies for foreign exchange ad-
ministration of insurance institutions and fur-
ther facilitate the operation of foreign exchange

business by insurance institutions.
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Enforcement of Foreign Exchange Inspection and

Regulation

Making more efforts to inspect and punish
illegal foreign exchange activities and active-
ly carrying out various special inspections
and investigations. By the end of 2007, 2,242
cases had been placed on file for investiga-
tion and 2,166 cases had been settled, with the
amounts of the fines totaling RMB 140 mil-
lion and the confiscations totaling RMB 135
million in the one year. Considering the trend
in the sustained surplus in the balance of pay-
ments and capital inflows of foreign exchange,
the SAFE organized and carried out a series of
special inspections and investigations of capital
inflows and sales of foreign exchange, etc. (see

column).

e Special inspections of banks’ own collec-
tions and sales of foreign exchange. For 9
head offices of Chinese-funded banks and
4 foreign-funded bank branches in Beijing,
Tianjin, Shanghai, and Shenzhen, the SAFE
conducted special inspections on compliance
of their foreign exchange collections and sales,
the general position of the foreign exchange
sales and purchases of the banks, forward
foreign exchange sales and purchases, as well

as their own external debt business, and dis-

covered and punished rule-breaking activities,
including transgressions in the general position
of foreign exchange sales and purchases of
banks, omissions and false reporting of data,
and exceeding the short-term external debt

quota of the banks, etc.

e Special inspections of banks’ short-term
external debts. The SAFE organized 24
branches to make special inspections of banks’
short-term external debts involving 195 banks
and their affiliates. The results showed a major-
ity of banks actively took measures to reduce
the scale of short-term external debts. How-
ever, there still existed cases of exceeding the
surplus quota of the short-term external debt,
wrongfully reporting data on the short-term
external debts, and borrowing external debts of
a short-term nature with the quota of the long-

and medium-term external debts, etc.

e Special inspections of banks’ foreign ex-
change loans. For 14 Chinese- and foreign-
funded banks in 4 regions—Beijing, Tianjin,
Shanghai, and Shenzhen—special inspections
of their foreign exchange loans were made with

a focus on the reason for the rapid growth of
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foreign exchange loans, its impact on liquidity,
the balance of payments equilibrium, pres-
sure on the appreciation of the RMB, and the
currency mismatch, etc. The inspections also
covered issues such as whether abnormal con-
ditions exist in the extension and use of foreign

exchange loans.

¢ Organizing and conducting inspections ac-
cording to the features of local areas. The SAFE
branches in different regions carried out over
40 special inspection activities in 10 categories
including compliance of the banks’ foreign
exchange business, the foreign exchange prin-
cipal of foreign-invested enterprises, deferred
payments of foreign exchange, foreign ex-

change loans, round-trip investment, external

W REXARERA DRRE&HBEN

debt, individual foreign exchange collections
and sales, receipts and payments of interna-
tional tourism, advanced collection of exports,

and trade credit, etc.

Severely cracking down on illegal and
criminal activities involving underground
money shops and illegal trading in foreign
exchange, etc. The SAFE uniformly arranged
branches in Shanghai, Shenzhen, Jiangsu, and
other regions to work with the local public
security organs and successfully unearthed
52 cases of underground money shops, illegal
foreign exchange transactions, and foreign ex-
change purchasing fraud, including the cases
of “2.07” of Shanghai, “Du Shi” of Shenzhen,
and “6.16” of Jiangsu. Thereafter, there was
a crackdown on over 50 underground
money shops and dens of illegal for-
eign exchange transactions and more
than 180 lawbreakers were arrested.
During these activities, funds seized
on the spot amounted to over RMB 25
million, frozen accounts and bank cards
etc. numbered more than 230, frozen
funds amounted to over RMB 30 mil-
lion, and the total amount concerned in
these cases exceeded RMB 10 billion.



Deepening the construction of a credit sys-
tem in the foreign exchange market. The
SAFE disclosed 1,425 items of information on
illegal (negative) foreign exchange activities
and 254 items of enterprise evasion, studied
the incorporation of illegal (negative) foreign
exchange information into the credit database
of the People's Bank of China, and assisted
the central bank in establishing a uniform
credit platform in the financial industry. Mean-
while, the SAFE organized popularization
and education activities on the topic of “Run-
ning Businesses with Honesty” and rolled out
an educational knowledge competition with
awards, which received wide acclamation from
participants across China. It also founded a
task group along with colleges and universities
and conducted in-depth research on the topic of
“Foreign Exchange Supervision and Construc-
tion of a Credit System,” cooperated with other
ministries and departments to do a good job in
relevant work on the construction of a social
credit system, and worked out a five-year plan
for the construction of a credit system in the

foreign exchange market.

Promoting the construction of an off-site
foreign exchange inspection system. As
the first off-site foreign exchange inspection
working system promoted by the SAFE as a
pilot program, the off-site Foreign Exchange
Inspection System comprehensively utilizes

data resources in terms of balance of payments,
account receipts and payments, capital verifica-
tions and confirmations, external debt contract-
signing, account opening, export declarations,
and basic information of the enterprises, etc.,
and attempts management of any abnormalities
that are discovered. At the same time, through
this systemic exploration on the application of
the macro and micro risk monitoring indicators
of the off-site foreign exchange inspections
were released for the first time.

General ideas on foreign exchange inspec-
tion work in 2008 are detailed as follows:
To further reinforce the inspection and punish-
ment efforts with respect to abnormal and rule-
breaking capital inflows and sales of foreign
exchange; organize and carry out targeted spe-
cial inspections and investigations; strengthen
policy coordination and information sharing
among departments, unfold coordinated joint
inspections on legal cases, and severely fight
against illegal and criminal activities including
underground money shops and illegal foreign
exchange transactions; further perfect work on
the disclosure of information on illegal foreign
exchange activities and deepen the construction
of a credit system in the foreign exchange mar-
ket; innovate the modes of inspection, upgrade
the methods of inspection, and improve the oft-

site inspection system.
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Carrying Out Special Inspections of Capital Inflows and Sales of

Foreign Exchange

In order to strengthen supervision of cross-
border capital flows, the SAFE carried out spe-
cial inspections of capital inflows and sales of
foreign exchange in 10 coastal provinces and
cities including Guangdong, Fujian, Jiangsu,
Zhejiang, Shandong, Liaoning, Dalian, Qing-
dao, Xiamen, and Ningbo from April 9 to May
31, 2007. The inspection activities focused on
the authenticity of trade, services trade, the
principal of foreign-funded enterprises, foreign
debt and trade finance, and individual collec-
tion and sales of foreign exchange, and empha-
sized supervision of real estate, the securities
market, capital inflows and sales of foreign
exchange in round-tripping investment, and
illegal capital inflows and sales of foreign ex-
change by ways of underground money shops.
Through the inspection activities, the phenom-
enon of abnormal and illegal capital disguised
under the trade, services trade, foreign direct
investment, foreign debt, individuals, and other
means or via the underground money shops
flowing into China were discovered. The SAFE

basically reached the expected target in mak-
ing clear the general scale and direction of the
flow concerning abnormal and illegal capital
inflows and sales of foreign exchange, as well
as abnormal channels and modes of foreign
capital inflows. From August 1 to October 30,
based on the inspection results of the capital
inflows and sales of foreign exchange in the 10
provinces and cities, the SAFE organized the
branches concerned of the 10 provinces and
cities to carry out on-site inspections of the
clues of suspected illegal behavior during the
inspections and to issue penalties. From Sep-
tember 17 to December 3, the SAFE further
organized the branches of the 10 provinces and
cities to cull clues of abnormal capital. After
the inspection, it was clear that non-violating
cases with apparent authenticity accounted for
95.1% of the total inspected capital; aberrant
cases accounted for 1.5%, capital that was dif-
ficult to define accounted for 3.2%, and cases
that needed assistance from other departments

accounted for 0.2%. The abnormal foreign




exchange capital in the 10 provinces and cities
accounted for 1.2% of the total capital inflows

during the inspection.

In order to strictly fight against illegal and rule-
breaking behavior in the abnormal capital in-
flows and sales of foreign exchange and to re-
inforce efforts to fight the inflows of short-term
speculative funds, from the middle of Septem-
ber to the end of November 2007, the SAFE,
on the basis of the first stage of the inspection
activities on abnormal inflows and sales of
foreign exchange in the 10 provinces and cit-
ies, organized relevant branches in another 21
provinces and cities to conduct inspections of
capital inflows and sales of foreign exchange.
It can be concluded from the inspection results

that the receipts and payments as well as the

sales and purchases of foreign exchange in the

inspected regions were basically normal, and
most of the capital inflows of foreign exchange
complied with their actual economic back-
grounds. In some regions, the phenomenon
of foreign exchange capital inflows due to the
following conditions require attention: foreign
exchange receipts reported a lower amount
through exports, the inflows originating from
such trade and financing channels as pre-
collection of the goods payment and deferred
payment of foreign exchange; through false
registered capital, or when usage of the prin-
cipal and external debt was changed after the
foreign exchange sales, or due to failure to re-
imburse the external debt after expiration, etc.
Moreover, some banks and enterprises engaged
in illegal behavior to different degrees in han-

dling their foreign exchange business.
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Management of State Foreign Exchange Reserves

Coping with market fluctuations with a
prudent attitude and actively carrying out
various operational activities with the port-
folio investment benchmark as the core.
Faced with the trends in the rapid growth of
the scale of foreign exchange reserves and the
wide range of fluctuation in the international
financial market due to the U.S. subprime
lending crisis, the SAFE continued to follow a
steady and prudent operating strategy, optimiz-
ing the currency and capital structure; mastered
financial market trends, carrying out dynamic
operational activities, and making great efforts
to increase the profit-making capabilities of re-

serves assets.

Further improving risk management and
the internal control system, and assuring re-
serves asset security. Based on the assurance
of the overall security of reserves assets and
through in-depth research and a close watch
on market trends, the SAFE took practical
measures and effectively controlled credit and
market risks. It further improved procedures
and processes in all links of reserves opera-
tions, made more efforts to comply with the
inspections, and rolled out special internal au-
dit assignments, thereby effectively controlling

operational risks.

Conducting in-depth research and improv-
ing the analytical framework for investment
decision-making. The SAFE continued to

track and study popular topics in the interna-

tional economy and the financial market as
well as unexpected events, established and
properly adjusted investment decision-making
of reserve operations, and reinforced scientific
investment decision-making and effective en-
forcement. It conducted an in-depth study of
economic entities for investment with foreign
exchange reserves, of financial markets, and of
financial products, and improved the level of

reserves operations and management.

Meeting the requirements of large-scale
reserves asset management, thereby laying
a solid foundation for reserves operations.
The SAFE steadily promoted an upgrade in
the reserves operations business system and
undertook construction of a back-up opera-
tions system; and earnestly intensified security
management of the information system and
enhanced the security of reserves operations. It
has consolidated personnel selection and train-
ing efforts, thus strengthening reserves opera-

tions and the management team.

General ideas on operation and management
of foreign exchange reserves in 2008 are de-
tailed as follows: To continue to strengthen risk
management of foreign exchange reserves and
strictly guard against various risks; continue
to optimize and perfect the currency and asset
structures, formulate and implement rigorous
and prudent investment strategies, and actively
conduct operations with the portfolio invest-
ment benchmark as the core.



T —

Subprime Lending Crisis and Its Revelations for Risk Management

In 2007, the subprime lending crisis caused a
substantial attack on the major financial mar-
kets. With the adoption of steady risk manage-
ment measures, foreign exchange reserves
operations weathered the challenge of the

subprime lending crisis.

The revelations of the subprime lending crisis

for risk management are as follows:

e Although the structural product could alter
the distribution mode of the risk returns, it is
impossible to change the risk characteristics of
the basic assets. Therefore, risk management
of the structural products should not neglect
monitoring of the credit quality of the basic as-

set pool.

* Because of the defects in the models and
data, there are certain deviations in the judg-
ment of rating institutions on the credit risks of
structural products. Meanwhile, the relation-
ship of “High Rating with High Profits” with
the structural products is not durable. In order
to deal with this problem, it is necessary to

establish effective risk management frames to

monitor risks at any time on the basis of credit
ratings and in light of their own operational
features.

* The features of the risk returns of compli-
cated structural products are difficult to define,
therefore it is necessary to strengthen risk man-

agement over this kind of investment.

* The cash flows of structural investment in-
struments all have pass through characteristics.
The liquidity risks are a major component in
risk management; especially in the extreme
cases of market liquidity slumps, risk manage-

ment of liquidity risks is particularly important.

» The various types of structural investment
products of banks, for example the SIV, ' are all
off-balance assets; however, to maintain their
reputations, the banks normally offer assistance
to investment entities with bad performance
under their coverage of services. Thus, analysis
of the credit of bank investors should take into
account the effects of the above factors on the

operations of the said banks.

!SIV, Structured Investment Vehicles,refers to investment entities that are established by banks or other financial institutions and that con-

duct financing through issuing short-term commercial notes and mid-term notes, and in turn make investments of assets with a longer term (such

as subprime lending-related mortgage bonds), so as to earn proceeds from the interest rate gap.
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Construction of Rules and Regulations for

Foreign Exchange Administration

Revising the Regulations on Foreign Ex-
change Control. In order to adapt to the
changes in the balance of payments and to
deepen the requirements of the reform in the
foreign exchange administrations system, to
further implement the scientific concept on
development, and to cooperate with the Leg-
islative Affairs Office of the State Council,
the SAFE basically completed revision of
the Regulations on Foreign Exchange Con-
trol after repeatedly soliciting comments and
demonstrations. The revisions promoted the
development of a legal administration of the
foreign exchange administration, fully exerting
the function of a basic guarantee of laws and
regulations in the establishment of the market
mechanism and management system to adjust

the balance of payments.

Sorting out the administrative regulations
and departmental rules and regulations. The
SAFE sorted out the administrative regulations
and departmental rules and regulations, pro-
posed effective and necessary suggestions for
7 administrative regulations, and abolished one
administrative regulation; and reserved 21 ef-
fective departmental rules and regulations and
abolished 2. On the basis of having revoked

three batches of administrative license items, in

a fourth batch the SAFE revoked 4 adminis-

trative license items.

Implementing provisions on the disclosure
of government information. The SAFE
streamlined government information on for-
eign exchange administration, defined the
scope and content of disclosure scientifically,
and compiled the contents and guidelines for
the disclosure of foreign exchange adminis-
tration information. Meanwhile, the SAFE
established and improved the acceptance
mechanism for disclosure of government in-
formation upon application and defined the

responsibilities and procedures.

General ideas on the construction of rules
and regulations for foreign exchange ad-
ministration are detailed as follows: With
close coordination with the Legislative Affairs
Office of the State Council, to timely promul-
gate and implement the Regulations on For-
eign Exchange Control, reinforce training and
publicity efforts, sort out all regulations on
foreign exchange administration, improve the
legal framework for foreign exchange admin-
istration, and further perfect the procedures
for administrative licensing and facilitate on-

line administrative licensing work.
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Revocation of administrative approval items for foreign exchange

administration

Since 2002, according to the relevant require-
ments for the reform in the administrative ap-
proval system by the State Council, the SAFE
checked up on 73 administrative approval
items in 4 batches, among which, 38 items

were revoked and 35 remained.

* Revocation of 20 Administrative Approval
Items in the First Batch:

1.The examination and approval of the open-
ing, changes, and repeal of the special accounts
of domestic foreign exchange loans

2.The examination and approval of securities
companies in the opening, changes, and repeal
of B-share guarantee accounts with foreign-
funded banks in China

3.The examination and approval of financing
qualifications for the medium- and long-term
external debts of Chinese-funded institutions in
China

4.The examination and approval of financial
conditions for financial leasing of Chinese-
funded institutions in China

5.The examination and approval of market op-

portunity selection for issuing bonds abroad

and financing conditions

6.The examination and approval of a large
amount of financing by the overseas branches
of Chinese-funded financial institutions in
China

7.The examination and approval of financial
conditions for project financing

8.The examination and inspection of foreign
exchange risks for overseas investment by do-
mestic institutions

9.The examination and approval of guarantees
for remitting profits of overseas investment
10.The examination and approval of paying de-
posits or affiliated expenses in trade under the
border barter trade account

11.The examination and approval of foreign
exchange under the current account that resi-
dents remit inwards or carry from outside the
borders with a value equivalent to USD 50,000
and above of paid foreign banknotes or RMB
exchanged in a lump sum

12.The examination and approval of the ap-
plication to use foreign exchange in the import
of tax-free commodities and to transfer tax-free
commodities purchased by tax-free stores for

sale in RMB due to damages of goods or over-




stocking of goods, etc.

13.The verification of the payment of foreign
exchange for joint-venture and cooperative
equipment and for foreign-funded equipment
and goods under the foreign direct investment
account

14.Verification and filing of letters of credit of
over 90 days under trade imports
15.Verification and filing of collections of over
90 days under trade imports

16.The verification of the opening, utilization,
and changes in the foreign exchange account
for operation within Chinese territory by insur-
ance companies

17.Verification and filing of arrival of goods of
over 90 days under trade imports
18.Verification of the records of the verifica-
tion forms presented to the SAFE by exporters
within 60 days after custom declarations
19.Verification of re-remittance (outwards to
the original remitter by individuals residing in
China) of foreign exchange deposits remitted
from abroad

20. Verification of transfers of foreign exchange

within Chinese territory by insurance compa-

nies and their branches

* Revocation of 6 Administrative Approval
Items in the Second Batch:

1. Verification and approval of debtors repaying
domestic foreign exchange loans to their local
banks using their own foreign exchange
2.Verification and approval of foreign exchange
principal sales of foreign-invested enterprises
3.Registration and verification of domestic
debtors for foreign exchange loans
4.Verification of annual audits of the foreign
exchange receipts/payments of ocean fishing
operations of ocean fisheries enterprises
5.Verification and approval of expenses ex-
ceeding the standard which are paid in foreign
exchange for outbound tourism from the ac-
counts of inbound tourism

6.Verification and approval of foreign exchange
purchases by domestic debtors of foreign ex-
change loans and repayment of loans in other

regions
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* Revocation of 8 Administrative Approval
Items in the Third Batch:

1. Verification and approval of the quota for
annual foreign exchange purchases by ocean
fisheries enterprises

2.Filing and approval of goods and materials
used for overseas construction

3.Verification and approval of advance pay-
ments that exceed the prescribed ratio and
amount

4.Filing of foreign exchange receipts and pay-
ments under entrepot trade and verification and
approval of external payments
5.Authentication for reporters of statistics on
the balance of payments

6.Administration of and filing for the record of
the staff of foreign exchange collection from
export proceeds

7.Verification and approval of the qualifications
of personnel dealing with sales and purchases
of foreign exchange in designated foreign ex-
change banks

8.Verification of the qualifications of personnel

dealing with foreign exchange businesses in

insurance companies

* Revocation of 4 Administrative Approval
Items in the Fourth Batch:

1. Verification and approval of banks handling
foreign exchange purchases for residents with-
out ID cards because of a repeated serial num-
ber

2.Verification and approval of foreign exchange
purchases for overseas reinsurance performed
by insurance companies

3.Examination and approval of value mainte-
nance business under the debt account conduct-
ed by entities lending funds overseas directly
through overseas institutions

4.Examination and approval of annual risk
exposure in hedging transactions of overseas

futures of state-owned enterprises
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IT Application

Standardizing IT administration. The As-
signment Decomposition Table of the 11th
Five-Year IT Plan of the Foreign Exchange
Administration was compiled and the super-
visory system in the 11th Five-Year Plan was
implemented. The SAFE formulated the Data
Administration Regulations for Project Devel-
opment, and Systems for Project Process Man-
agement and Stage Evaluation Verification and
Acceptance were stipulated to further regulate
management of IT application projects and pro-
gram development; and after research worked
out the Provisional Measures for Administra-
tion of the SAFE on Standardized Work and
the Coding Rules for Bonded Areas/Premises
under Customs Supervision.

Improving the operating environment of the
data center. A host backup system was imple-
mented in the HQ data center. With completion
of the decoration and renovation of the new
machine room, the network computer room
was successfully moved back and safety in the
operating environment of all systems was im-
proved. The SAFE completed the classification
of graded protection for 22 non-confidential

information systems and reported the results

to the higher-level authorities. Meanwhile, the
SAFE carried out unannounced inspections
of the emergency plan for unexpected events
involving the breakdown of the SAFE Web site
and the Internet. The inspections proved the
integrity, rationality, and emergency handling
capability of the relevant personnel for the

emergency plan.

Achieving remarkable progress in data
integration and consolidation. Nationwide
integration of the systems including the foreign
exchange account, direct investment, individu-
al sales and purchases of foreign exchange, the
enterprise archives, and the portal Web site of
internal information was achieved according
to the development plan for IT applications.
The database system of the archives of foreign
exchange information of enterprises was pro-
moted nationwide. This system realized the
overall integration of enterprise data on foreign
exchange business and the sharing of for-
eign exchange information within the current
systems of the SAFE, established a standard
database of the basic profiles of enterprises in-
volved in foreign exchange business, provided

technical guarantees for the implementation of
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entity supervision, and effectively addressed
the dependence of different businesses supervi-

sion of basic information.

Accelerating e-government construction.
The SAFE perfected an online service platform
and vigorously promoted a “one-stop” online
service, improved the English edition of the
SAFE government Web site, and optimized
the column setting; system development of the
new portal Web site of internal information
was completed and the Web site was officially
launched, adding such new functions such as
handling affairs, signing for receiving docu-

ments, and information searches, etc.

Advancing development of the application
system for foreign exchange administration.
The SAFE actively advanced the operation and
popularity of the new Statistical and Monitor-
ing System of the Balance of Payments; devel-
oped and promoted the screening software for
the “Highlighted Enterprises” for the export

settlement of foreign exchange sales; adjusted

and modified the Management Information
System of Foreign Exchange Accounts in re-
sponse to administrative policies, and basically
completed the software development of a veri-
fication system for foreign exchange receipts
and payments under trade; completely finished
the development and promotion of the System
of Individual Foreign Exchange Sales and Pur-
chases; developed the Foreign Exchange Sys-
tem for Direct Investment; and established the
Off-Site Supervisory System for the Services
Trade.

General ideas on IT applications in foreign
exchange administration in 2008 are de-
tailed as follows: To establish a solid IT foun-
dation, guarantee safe operation of the network
and system; expand the scope of application
of the archival database of enterprises’ foreign
exchange businesses; and accelerate construc-
tion of e-government, augment the content and
scope of online services, and promote informa-
tion exchange and sharing with other depart-

ments.



T T—

Database Construction for the Archive of Enterprises’ Foreign Exchange

Information

The database of the archive of enterprises’ for-
eign exchange information was officially put
into operation in August 2007. This is an im-
portant measure of the SAFE to implement the
State Council’s orders of establishing service-
oriented government, transforming government
functions, and developing e-government. The
database of the archive of enterprises’ foreign
exchange information includes a basic archival
information database and a business informa-
tion database. The construction and informa-
tion sharing of the basic archival information

database have the following functions:

* To reinforce the registration of the basic in-
formation on enterprises. The SAFE exercised
classified management by managing the ar-
chives of enterprises by use of a special system
and standardized codes to avoid haphazard
collection and management of information.

Therefore, this kind of management method is

premised on a reasonable classification of for-

eign exchange businesses.

* To establish horizontal data connections
among different departments in the same for-
eign exchange administration institution. These
connections effectively solve the long-standing
problems in discrepancies of information stan-
dards, redundant information, etc., and improve
data quality, streamline business processes, and
reduce the workload for data checkups.

* To establish cross data connections among
nationwide vertical institutions. Information
sharing among the individual branches of the
SAFE was achieved. Centralized management
of the archive of enterprises’ foreign exchange
information in other places was regulated, and
the supporting proof of the basic information
involved in the supervision over enterprises in
other places was radically tackled.
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* To define the functions of the vouchers and
of supervision and the management of the ba-
sic information of enterprises. The enterprises’
basic information on foreign exchange was
subjected to computerized management. The
enterprises’ performance in foreign exchange
businesses was analyzed comparatively so as
the functions of vouchers and the role of super-
vision and management of the archives of en-
terprises’ foreign exchange information could

be extended.

e To reduce the dependence on paper docu-
ments presented by enterprises. The SAFE
used the software function of the enterprises’
archive database system to handle registration
of the enterprises’ basic information, and used
a sharing mechanism to exchange basic infor-
mation with all business systems. As a result,
the basic electronic information that the enter-
prises registered when handling business can
be used in other businesses. This provides the

enterprises with an efficient and convenient en-

vironment for their foreign exchange business.

On the basis of focused management and in-
formation sharing of basic information on the
foreign exchange of enterprises in the foreign
exchange business database of enterprises,
focused management and information sharing
of data on each transaction of the enterprises’
foreign exchange businesses were achieved.
Currently, the business data that are subject to
focused management include: data on imports
and the corresponding foreign exchange pay-
ments, data on exports and the corresponding
foreign exchange collection, data on the for-
eign exchange account, data on the registered
foreign debt, and data on statistics and report-
ing of the balance of payments. The combined
management of all kinds of data and the con-
centration of all data across the country pro-
vide a reliable assurance for the functioning of
data sources in statistics, monitoring, services,

analysis, pre-warning, and other areas.
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International Exchanges and Cooperation

Developing international exchanges and
cooperation through various channels. The
SAFE continued to enhance communications
with international and regional organizations,
the central banks of various countries, other
governmental departments, and overseas finan-
cial institutions, actively participated in many
important projects, such as multilateral and
bilateral negotiations, the China-U.S. Strategic
Economic Dialogue, arranged 1,732 foreign
affairs visits, and clarified China’s foreign ex-
change administration policies to the outside
world.

Actively promoting institutional construc-
tion, and making overall arrangements
of visits for business purposes. The SAFE
strictly executed the regulations concerning
visits for business purposes distributed by the
Ministry of Foreign Affairs and departments
of the CPC Central Committee and, in light
of the actual working situation, continuously
improved foreign affairs administration and
the supervision mechanism, strictly controlled
the investigation groups, and reduced general

investigations and ordinary visits.

Adapting to the requirements for foreign
exchange administration, and reinforcing
efforts for overseas training. The SAFE orga-
nized 12 groups of 203 persons to attend train-
ing courses overseas, which provided advanced
foreign experiences and mature measures in the

development of the foreign exchange market

and risk monitoring, operations of capital mar-
kets, foreign exchange administration of the
services trade, off-site supervision, and internal
audits and control, etc., and raised the quality
of the foreign exchange managerial staff.

Organizing special international seminars,
and drawing on advanced international ex-
periences. The SAFE successfully convened
several international seminars, invited govern-
ment officials of many international organiza-
tions including the International Monetary
Fund, World Bank, United Nations Conference
on Trade and Development, etc., and discussed
a number of important topics such as capital
flow monitoring, foreign exchange administra-
tion of multinational companies, and the quali-
fied domestic institutional investors system,
etc. The results of the seminars helped broaden
views, using international experiences as refer-
ences and to deepen the structural reform of

foreign exchange administration.

General ideas on international exchanges
and cooperation for 2008 are detailed as fol-
lows: To implement the spirit of the meetings
of the Central Committee on foreign affairs,
strictly executing the regulations in relevant
documents, further expanding the channels for
international exchanges and cooperation, fur-
ther reinforcing overseas training efforts, and
better serving the work of foreign exchange

administration.
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framework of overseas markets

_Column 12
International Seminars Held by the SAFE in 2007
Title Content Sponsor Date Place
Seminar on Highlighting the framework, principles,  The
.. self-controls, statistical methods, and SAFE, the
Statistics on .. . . June 18, .
latest statistical progress and experiences International Dalian
the Balance of . . . .. 2007
Pavments of various countries concerning statistics Monetary
Y on the balance of payments Fund
First Sino-
Japanese
Exchange Discussing statistical methods, The SAFE,
L. .. July 30,
Conference on  relevant technical issues, and statistical Bank of 2007 Beijing,
Statistics on experiences in the balance of payments. ~ Japan Guangzhou
the Balance of
Payments
Interpatlonal Discussing general trends in the liquidity
Seminar on the . > . L
. of international capital and the direction = The SAFE,
Liquidity of . . October 29,
: of flows, the impact of changes in the World Beijing
International . . Lo . 2007
. international liquidity on the Chinese Bank
Capital and Its
economy and countermeasures
Impact
Operations
and Foreign Mode of capital operations of
Exchange multinational companies, their transfer October 30,
Administration  pricing and supervision over relevant The SAFE 2007 Betjing
of Multinational transactions
Companies
P eion Supervision, overseas market, investment
the Qualified P ) QM o TR The SAFE,
c instruments, status-quo and innovation
Domestic . . . the Bank of
.. of products, risk education for investors, October 30, .
Institutional L . New York, Shanghai
cross-border securities deposits, 2007
Investors transaction regulations and legal Mellon
(QDII) System & & Corporation
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Internal Management

Carrying out the Civil Servants Law of the
People’s Republic of China and its related
regulations. The SAFE publicized the Civil
Servants Law of the People’s Republic of Chi-
na (hereinafter referred to as “Civil Servants
Law”) and its related regulations, revised and
perfected the relevant regulations for person-
nel management of the SAFE according to the
Civil Servants Law and the newly publicized
related regulations, carried out employment,
assessments, appointments, and rewards and
punishment, etc. according to the Civil Ser-
vants Law and its related regulations, imple-
mented the salary system for civil servants,
and regulated the allowances and subsidies for
staff.

Promoting the reform of public service units
affiliated with the SAFE. The SAFE orga-
nized the public service units affiliated with
the SAFE to study the relevant documents on
the reform of public service units and actively
conducted consultations, publicity, and expla-

nations of the policies, reinforced investigation

efforts and earnestly researched post arrange-
ments of public service units affiliated with the
SAFE, and drew up an implementation plan for
post arrangements of relevant public service
units to lay a foundation for the overall imple-
mentation of the system of employment under

contracts for personnel of public service units.

Strengthening construction of a leading
team. The SAFE selected and allocated lead-
ing cadres at all levels, organized democratic
recommendations of leaders, and carried out
competition for director-level positions in ac-
cordance with the request from the Central
Committee to broaden democracy to allow ex-
cellent leaders to stand out, actively promoted
the changing of posts of leaders and cultivated
the overall capability of leaders and trained
them, and recruited outstanding university
graduates by strict standards to enrich the lead-

ing team.

Intensifying the training of personnel. The

SAFE implemented centralized management of



the training work by specialized departments,
organized and formulated an annual leadership
training plan, and guided the training in all the
departments, improved the training style, de-
veloped multi-level training for all personnel,
and facilitated targeted and effective training,
improved the professional and comprehensive
quality of leaders through rotated training,
business research, video conferencing, etc.

Putting more efforts into internal audits and
control. The SAFE intensified efforts to super-
vise counterparts, conducted internal audits for
relevant departments of the SAFE and public
service units affiliated with the SAFE, and pro-
moted standardized management, formulated
and issued the Guidance on Internal Control
and Supervision over Branches of the SAFE,
organized overseas studies and investigations,
convened briefing meetings on rectification for
special business-related audits of some SAFE
branches, and reinforced guidance on internal
control within the system, actively conducted

topical research on supervisory counterparts in

the foreign exchange system, developed a test-
ing and evaluation system on internal control
risks of foreign exchange businesses, and con-
tinuously raised the quality and level of perfor-

mance.

General ideas on personnel and internal
audits and control are detailed as follows:
To consolidate construction of a leading team,
continue promoting the training of leaders on a
large scale, perfect selection and appointment
of leaders, expand communication channels
for leaders, boost the overall reform of public
service units affiliated with the SAFE, deepen
internal audits, control, and supervision, pro-
vide guarantees for solid talent and intellectual
support to complete various foreign exchange
administration tasks.
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2007 < op (E] E Priy 32 FE3R
Balance of Payments,2007

Investment Income

4?"3- T£4 (Unit: thousand of US dollars)
M B = & 1 4>] & 5
Item Balance Credit Debit
— ZEImE
Current Account 371,832,620 1,467,881,998 1,096,049,377
‘Akgiﬁgﬁgﬁggéervices 307,476,604 1,342,205,962 1,034,729,358
1. e
géods 315,381,397 1,219,999,629 904,618,232
2. %%
Services —7,904,793 122,206,333 130,111,126
1. &%
Transportation —11,946,918 31,323,823 43,270,740
2. b
f ?Efiel 7,446,953 37,233,000 29,786,047
3. JEIRMRS
é’g Communication Services 92,886 1,174,551 1,081,665
: 4,
% i %%f@%%iition Services 2,467,280 5,377,097 2,909,817
- 5. %
i E fﬁgﬁﬁgfﬁe Services -9,760,431 903,696 10,664,127
6. SR
% § Mieneial Servieces —326,437 230,486 556,924
7. VFEHIAE SRS
Computer znd Information Services 2,136,680 4,344,752 2,208,072
8. LA BURIL ] 2 Fks 17 3%
Royalties and Licensing Fees —7,849,433 342,634 8,192,067
9. %
Eigiulting Serviee 724,182 11,580,552 10,856,370
10. J . EHAR 575,347 5 33
Advertising and Public Opinion Polling ’ 1,912,26 1,336,918
1. . H& , 162,569 316,285 153,716
Audio—visual and Related Services
12. FERE kS , 8,676,788 26,914,852 18,238,064
Other Business Services
13, AL ASE K I BUR IR 55 —304,260 552,339 856,599
Government Services, n.i.e
B. Wi 25,688,492 83,030,308 57,341,816
Income
LA 4,340,072 6,833,130 2,493,058
Compensation of Employees
2. BT 21,348,421 76,197,179 54,848,758




Money Market Instruments

7 B £ 5 ] % %
Ttem Balance Credit Debit
. Bk 38,667,524 42,645,727 3,978,204
Current Transfers
1. % BT —165,960 34,947 200,907
General Government
2. JeHkI] 38,833,484 42,610,780 3,777,297
Other Sectors
. BFXMNERmE 73,509,250 921,960,702 848,451,452
Capital and Financial Account
- BURBIH 3,099,075 3,314,699 215,624
Capital Account
- i H 70,410,175 918,646,003 848,235,828
Financial Account
1. HB 121,418,332 151,553,693 30,135,361
Direct Investment
L1 JEXSME BB 16,994,854 1,929,982 18,924,836
Abroad
1.2 ShEPRAEH BT 138,413,185 149,623,710 11,210,525
In China
2. FH R
L 18,671,987 63,969,241 45,297,254
2.1 fﬁ ~2,324,017 42,643,237 44,967,254
ssets
2.1.1 g’ﬂ?ﬁ# L —15,188,600 1,753,200 16,941,800
quity Securities
——
2.1.2 %L 12,864,583 40,890,037 28,025,454
Debt Securities
./ =)
2.1.2. 1 () KI5 10,590, 583 38,616,037 28,025,454
Bonds and Notes
2.1.2.2 &l TA
Money Market Instruments 2,274,000 2,274,000 0
==
2.2 fufit 20,996,004 21,326,004 330,000
Liabilities
2.2.1 BARUES
e oo 18,509,607 18,509,607 0
2.2.2 {555k
S 2,486,397 2,816,397 330,000
2.2.2.1 () KI5
RS S 2,486,397 2,816,397 330,000
2.2.2.2 EHHHTA 0 0 0

C & IR F IR

=

2007 5 = 2
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A Statistics
m B = 8| B A )
Ttem Balance Credit Debit
o
5 6;@1&%65 tment —69,680, 144 703,123,069 772,803,213
Sl f;’;ts 151,485,862 29,879,034 181,364,896
5 =
Lol ﬁﬁiﬂgfedits 23,800,000 0 23,800,000
./
]szfg_tem —1,666,000 0 1,666,000
é%fﬁt_tem —22,134,000 0 22,134,000
5%
ﬁ S Lo f)gﬁs —-20,805,513 294,330 21,099,842
K 23
{g E;{E_tem —4,119,000 0 4,119,000
g é%fﬁt_tem —16,686,513 294,330 16,980,842
p .
g S o iijﬂﬁﬂgnd Deposits —2,381,759 15,994,859 18,376,618
g N o e
£ 1 %
.14 mERE ~104,498,590 13,589,846 118,088,436
K3
Long—term 0 0 0
é%ffit_tem —104, 498,590 13,589,846 118,088,436
.2 fufi
s2 o 81,805,718 673,244,035 591,438,317
3.2.1 AGMEH 29,100,000 29,100,000 0
Trade Credits
K31 2,037,000 2,037,000 0
Long—term
YRl 27,063,000 27,063,000 0
Short—term
3.2.2 Bk 17,296,028 548,960,080 531,664,053
Loans
K 6,988,110 20,882,738 13,894,628
Long—term
b 10,307,918 528,077,342 517,769,425
Short—term




= = & ®wA &% %
Ttem Balance Credit Debit
3.2.3 BRMALEK _ 34,316,941 91,634,184 57,317,243
Currency and Deposits
3.2.4 Hesfit 1,092,750 3,549,771 2,457,021
Other Liabilities
K3 1,132,310 1,167,941 35,631
Long—term
(R ] —39,561 2,381,830 2,421,391
Short—term
=. &AM —461,744,102 239,766 461,983,869
Reserve Assets
3.1 TimE4 0 0 0
Monetary Gold
3.2 R —78,869 0 78,869
Special Drawing Rights
3.3 RIS & KT 239,766 239,766 0
Reserve Position in the Fund
3.4 SN —461,905,000 0 461,905,000
Foreign Exchange
3.5 He iR
Other Claims v v v
. #RE5ER 16,402,232 16,402,232 0

Net Errors and Omissions
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1987—2007 4 o E E FrUlr 3T 5 R

Balance of Payments Abridged,1987-2007

B /F 5 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
— . ZEMBEN 300 -3,803 -4,318 11,997 13,271 6,401 11,904 7,658 1,618 7,242 36,963
9] 40,536 47,949 50,193 60,767 70,507 85,618 92,237 126,435 154,257 181,363 218,427
9] 40,236 51,752 54,511 48,770 57,236 79,217 104,141 118,777 152,639 174,121 181,464
A SRR 25 291 —4,061 —4,928 10,668 11,601 4,998 -—11,792 7,357 11,958 17,550 42,823
9] 39,171 45,912 47,82 57,374 65,808 78,817 86,557 118,927 147,240 171,677 207,239
&% 38,880 49,973 52,750 46,706 54,297 73,819 98,349 111,570 135,282 154,127 164,416
a. S Ew -1,661  -5,315 5,620 9,165 8,743 5,183 10,654 7,290 18,050 19,535 46,222
5 97] 34,734 41,054 43,220 51,519 58,919 69,568 75,659 102,561 128,110 151,077 182,670
9] 36,395 46,369 48,840 42,354 50,176 64,385 86,313 95,271 110,060 131,542 136,448
b. IR&ZEH 1,952 1,254 692 1,503 2,858  —185 —1,138 67 —6,092 -1,985 —3,399
L] 4,437 4,858 4,602 5,855 6,979 9,249 10,898 16,366 19,130 20,600 24,569
& 2,485 3,604 3,910 4,32 4,121 9,434 12,03 16,299 25,222 22,585 27,968
B. W zs 24 -215 -6l 29 1,055 840 148 -1,284  -1,036 —11,774 —12,437 —11,004
L] 976 1,469 1,804 3,017 3,719 5,55 4,30 5,738 5,191 7,318 5,711
&% 1,191 1,630 1,665 1,962 2,879 5,347 5,674 6,774 16,95 19,755 16,715
C.BHHBEN 204 419 381 274 80 1,155 1,112 1,337 1,434 2,129 5,143
9] 389 568 477 376 80 1,206 1,20 1,770 1,826 2,368 5,477
&% 165 149 96 102 60 51 118 433 392 239 334
—.BANSMWMBEEH 2,731 5,209 6,48 2,774 4,580 251 23,474 32,644 38,675 39,967 21,015
9] 19,166 20,262 21,185 20,377 20,323 30,223 50,828 61,793 67,712 170,977 92,637
&% 16,435 14,93 14,757 23,151 15,743 30,474 27,354 29,149 29,037 31,010 71,622
AL TEARIK PR 0 0 0 0 0 0 0 0 0 0 -1
W 0 0 0 0 0 0 0 0 0 0 0
&% 0 0 0 0 0 0 0 0 0 0 21
B. 4l P %50 2,131 5,269 6,428 2,774 4,580 251 23,474 32,644 38,675 39,967 21,036
9] 19,166 20,262 21,185 20,377 20,323 30,223 50,828 61,793 67,712 170,977 92,637
&5 16,435 14,993 14,757 23,151 15,743 30,474 27,354 29,149 29,037 31,010 71,601
L HHB 0 1,669 2,344 2,613 2,657 3,453 7,156 23,115 31,787 33,849 38,066 41,674
L] 2,314 3,194 3,393 3,487 4,366 11,156 27,515 33,787 37,736 42,350 45,439
&% 645 850 780 830 913 4,000 4,400 2,000 3,887 4,284 3,765
2R 1,051 876 —180  —241 235 -57 3,050 3,543 79 1,744 6,942
;) 1,191 1,216 140 0 565 865 5,02 4,493 1,803 3,354 9,230
&H 140 340 30 241 330 922 1,99 950 1,013 1,610 2,288
3K eRT AN 1 2,040 3,95 -5,190 802 -7,350 -2,601 -2,686 4,036 157 -27,580
9] 15,661 15,852 17,652 16,890 15,392 18,202 18,271 23,513 28,173 25,273 37,968
&% 15,650 13,803 13,657 22,080 14,500 25,552 20,962 26,199 24,137 25,116 65,548
= BERTEE -1,660  —455 -2,200 6,089 11,091 2,102 -1,767 -30,527 -22,463 —31,662 —35,724
L] 0 76 55 0 0 2,47 54 0 0 0 12
&5 1,660 531 2,257 6,080 11,091 05 1,81 30,57 22,463 31,662 35,736
Hodr, SNCRESZEH 1,451 —449 2,178 -5,543 10,619 2,260 —1,756 30,421 -21,959 —31,450 —34,862
M. #RE5®R -1,371  -1,011 92 -3,134 -6,760 -8,252 9,803 -9,775 -17,830 —15,547 -22,254



¥4, BHFEA

(Unit: million of US dollars)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 Item
31,471 21,114 20,519 17,405 35,422 45,875 68,659 160,818 253,268 371,833 Current Account Balance
217,670 234,661 298,973 317,924 387,535 519,580 700,697 903,582 1,147,901 1,467,882 Credit
186,199 213,547 278,454 300,519 352,113 473,706 632,038 742,763 894,633 1,096,049 Debit
43,837 30,641 28,873 28,086 37,383 36,079 49,284 124,798 208,912 307,477 Goods and Services Balance
207,425 220,964 279,561 299,410 365,395 485,003 655,827 836,888 1,061,682 1,342,206 Credit
163,589 190,323 250,688 271,324 328,013 448,924 606,543 712,000 852,769 1,034,729 Debit
46,614 35,980 34,474 34,017 44,167 44,652 58,982 134,189 217,746 315,381 Goods Balance
183,529 194,716 249,131 266,075 325,651 438,270 593,393 762,484 969,682 1,220,000 Credit
136,916 158,735 214,657 232,058 281,484 393,618 534,410 628,295 751,936 904,618 Debit
-2,777 -5,339 5,600 -5,931 6,784 —8,573 9,699 -9,391  —8,834  —7,905 Services Balance
23,806 26,248 30,430 33,335 39,745 46,734 62,434 74,404 91,999 122,206 Credit
26,673 31,588 36,031 39,266 46,528 55,306 72,133 83,795 100,833 130,111 Debit
-16,644 14,470 -14,666 -19,173 -14,945 -7,838 -3,523 10,635 15,156 25,688 Income Balance
5,584 8,330 12,551 9,390 8,344 16,095 20,544 38,950 54,642 83,030 Credit
2,208 22,800 27,216 28,563 23,280 23,933 24,067 28,324 39,485 57,342 Debit
4,218 4,943 6,311 8,492 12,984 17,634 22,898 25,385 29,199 38,668 Current Transfers Balance
4,661 5,367 6,801 9,125 13,795 18,482 24,326 27,735 31,578 42,646 Credit
382 424 550 632 811 848 1,428 2,349 2,378 3,978 Debit
-6,321 5,180 1,922 34,775 32,291 52,726 110,660 62,964 6,662 73,509 Capital and Financial Account Balance
80,327 91,754 91,98 99,531 128,321 219,631 343,350 418,956 653,276 921,961 Credit
95,648 86,574 90,064 64,756 96,030 166,905 232,690 355,992 646,614 848,451 Debit
-47 -26 -35 -54 -50 —48 —69 4,102 4,020 3,099 Capital Account Balance
0 0 0 0 0 0 0 4,155 4,102 3,315 Credit
47 26 35 54 50 48 69 53 82 216 Debit
-6,275 5,205 1,958 34,829 32,340 52,774 110,729 58,862 2,641 70,410 Financial Account Balance
89,327 91,754 91,986 99,531 128,321 219,631 343,350 414,801 649,174 918,646 Credit
95,601 86,549 90,029 64,702 95,981 166,857 232,621 355,939 646,532 848,236 Debit
41,118 36,978 37,483 37,356 46,790 47,229 53,131 67,821 36,935 121,418 Direct Investment Balance
45,645 41,015 42,006 47,052 53,074 55,507 60,906 86,071 87,285 151,554 Credit
4,57 4,037 4,613 9,607 6,284 8,278 7,774 18,250 30,351 30,135 Debit
-3,733 -11,234 -3,991 -19,406 -10,342 11,427 19,690 —4,933 —67,558 18,672 Portfolio Investment Balance
1,809 1,808 7,814 2,404 2,287 12,307 20,262 21,997 45,602 63,969 Credit
5,632 13,042 11,805 21,810 12,629 880 572 26,930 113,159 45,297 Debit
—43,660 —20,540 -31,535 16,879 —4,107 -5,882 37,908 —4,026 13,265 —69,680 Other Investment Balance
41,783 48,931 42,076 50,075 72,961 151,817 262,182 306,732 516,287 703,123 Credit
85,443 69,470 73,611 33,196 77,068 157,699 224,274 310,758 503,022 772,803 Debit
—6,426 —8,505 —10,548 —47,325 75,507 —117,023 —206,364 —207,016 —246,981 —461,744 Reserve Assets
0 1,292 407 0 0 0 478 1,929 490 240 Credit
6,426 9,757 10,955 47,325 75,507 117,023 206,842 208,945 247,472 461,984 Debit
-5,069 -9,716 —10,808 —46,591 -—74,242 —116,844 —206,681 —208,940 —247,472 461,905 Foreign Exchange Reserves
—18,724 -17,788 -—11,893 —4,856 7,794 18,422 27,045 16,766 —12,949 16,402 Net Errors and Omissions

of Foreign Exchange
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China's International Investment Position, 2004-2007

¥45 . {¢£ A (Unit: 100 million of US dollars)

)= | 200445k 20054 5k 200645k 20074E 5k
Items End of 2004 End of 2005 End of 2006 End of 2007
Akt 2928 4226 6114 10220
Net Position
ALBERE 9299 12226 16442 22881
Assets
1 fE IS B bR B 527 645 906 1076
Direct Investment Abroad
i 2. e 920 1167 2292 2395
: ﬁ Portfolio Investment
B 2.1 AU 0 0 15 189
: i Equity Securities
£ Ll 2 om0
H 2 2.2 ks 920 1167 278 2206
H ﬁ Debt Securities
d & 3. Sttt 1666 2157 2515 4061
M Other Investment
N
4 O B 2
] 3.1 '%17271—ﬁ
H Sl 670 900 1161 1415
4 o Trade Credits
3.2 fuk 590 719 670 888
Loans
g EY
3.3 famnfrak . 323 429 474 503
Currency and Deposits
3.4 Hfthigg™
Other Assets 83 109 210 1255
B v
4. ffi e 6186 8257 10729 15349

Reserve Assets




4.1 k4

Monetary Gold AL £ 48 49
4.2 FERIFEFRA
Special Drawing Rights 12 12 R 12
4.3 (EREEALA RIS 13 0 1 8
Reserve Position in the Fund
4.4 4N
4 {E. 6099 8189 10663 15282
Foreign Exchange
B. fffit
Liabilities 6371 8001 10328 12661
1 oRAEH B RETE
Foreign Direct Investment 3690 4715 6125 7424 g ?
2 A & H
Portfolio Investment 566 766 1207 1426 g t
2.1 A y:
Equity Securities 433 636 1065 1250 £ 1,
; [ P
2.2 &iEH b
Debt Securities 133 130 142 176 g
, ~ B
3. Holbd% Y
Oher et 2115 2519 2996 3810 & i
3.1 HHEH
Trade Credits 654 908 1040 1323
3.2 6§k
Loming 880 870 985 1033
3.3 BrmFnfERk
379 482 589 981

Currency and Deposits

3.4 HAthhfi
Other Liabilities 202 260 382 473
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Brief Table of China’s External Debt, End-2007

BEAN/BSXE HERFER ERSHME  EMETRHEE XHER AERMOH, MIRITHRSE

Type of Loans from YR LEHMIEE  Buyers’ SpMSFAAEZ  Bonds Issued
Debtor/Debt Foreign Loans from  Loans from Credit Loans from Abroad
Governments  International Foreign Banks Foreign Exporters,
Financial and Other Enterprises
Institutions  Financial and Individuals
Institutions
S5 Bt
Ministries
under the 27,251,620 684,976 6,949,175
State Council
B AL
Chinese—funded
‘B Wil 30,056,763 250,487 5,851,714 6,630,331 20,574 7,731,905
£ # Institutions
‘K B
d & 1% ALY
q 3 Foreign—funded
H < Financial 15,555 38,401,751 608,975
H Institutions
H
HME BT Al
S
E S Foreign—funded 826,513 9,197,108 719,014 58,262,351 153,800
e N Enterprises
HEallk
Chinese—funded
Enterprises 27,050 475,234 104,953 290,836 1,503,203
HE
O 359 314,761
R IE Y
Trade Credits
At
Total 30,056,763 28,371,225 54,611,142 17,514,298 59,497,497 16,338,083

E: PRe#ENA (ZXHDA HLRAAHMRRIT) RiEGIE R
REXRF LR G BRRE T BRI EHH TS5,




#ﬁ- : ‘f' £ 7 (Unit: thousand of US dollars)

E5RGAXNER EERER Efs&RHE MERSPA BoERE HEe a|it
Trade—related Non—resident International ICERRIES  Trade Credits Others Total

Credit Deposits Financial Liabilities to
Leasing be Paid with
Foreign Exchange
in Compensation
Trade
34,885,771
24,438,293 5,137,561 7,106 192,643 80,317,377 -
gh
4 H
HE
M
899,640 6,280,963 99,953 46,306,837 %‘
BE
¢
i
4,526,679 2,553 256,462 74,004,480 5 H
!
2,187,168 90,424 6,525 4,685,393
3,111 318,231
133,100,000 133,100,000
25,337,933 11,418,524 6,720,953 92,977 133,100,000 558,694 373,618,089

Note: Loans from foreign governments assumed by Chinese-funded financial insti-
tutions (mainly referring to state-owned commercial banks and policy banks)
are actually sovereign debt borrowed by the Ministry of Finance on behalf of

the Chinese Government.
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Components of Registered External Debt by Type of Debtor, End-2007

of Foreign Exchange
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0 0%

@ 2%

O [H %5 Bt iBZ% Ministries
under the State Council

O % 4L Chinese-
funded Financial
Institutions

B 34 Chinese-funded
Enterprises

O 4h 2L Foreign-
funded Financial
Institutions

O ShEi$¢ 7 Al Foreign-
funded Enterprises

O HAth Others
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Components of External Debt by Type of Debt, End-2007

O #MNEBUFH¥3K Loans from Foreign
Governments

B [H R4 a4l 2153k Loans from
International Financial Institutions

O [EAMAT KB SR Bk
Loans from Foreign Banks and

00% mgy, Other Financial Institutions

O %515 5% Buyers’ Credit

W i[RI R FE AR Al R A A

#X Loans from Foreign Exporters,

of Foreign Exchangc‘

Enterprises and Individuals

O % 4 & 47152 Bonds Issued Abroad

B 5% 54 X158 Trade-related
Credit

O k& ) A£7K Non-resident Deposits

2007 F S E I LB IR FIR

§
£
3
o
5
g
&
g
2

Ani

B [F 54 /A 5 International
Financial Leasing

B M T BT R 15755
Liabilities to be Paid with Foreign
Exchange in Compensation Trade

O %7 5 {5 5% Trade Credits

@ H& Others
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Structure and Growth of Long-term and Short-term External Debt, 1987-2007

MH/¥E
Items/Years 1987 | 1988 | 1989 | 1990 | 1991 | 1992 | 1993 | 1994

AMEAET (1023870)
Outstanding of External Debts(in 30.20 | 40.00 | 41.30| 52.55 | 60.56 | 69.32 | 83.57 | 92.81
billion of USD)

A8 (10123670
Outstanding (in 24.48 | 32.69 | 37.03 | 45.78 | 50.26 | 58.47 | 70.02 82. 39
billion of USD)

f 3 H K AM Lt RAEHEK (%)
: g Long-term and Increase over 46.5 | 33.5 13.3 | 23.6 | 9.8 16.3 19.8 17.7
: @ Medium—term Previous Year (%)

u External Debts

=

R AR LB (%)
Share in Total (%) 81.1 | 8L.7 | 89.7 | 87.1 | 83.0 |844 |83.8 | 88.8

2007 5 v = >

RE (10123£70)
Outstanding (in 5,72 | 7.31 | 4.27 | 6.77 | 10.30 | 10.85 | 13.55 | 10.42
billion of USD)

Annual Report 2007 State Administration

bb A K (%)
Increase over 19.9 | 27.8 | -41.6 | 58.5 | 52.1 | 5.3 24.8 =8 1l
Previous Year (%)

I AMt

Short—term IJ_‘T 4 %%ﬁﬁlﬂ H:'fﬁu (9/)

External Debts R . 18.9 | 18.3 | 10.3 | 12.9 | 17.0 | 15.6 | 16.2 | 11.2
Share in Total (%) d . : : : : : :

ANt & el Co)
Ratio to Foreign 195.7| 216.8| 76.9 | 61.0 | 47.4 | 55.8 | 63.9 20. 2
Exchange Reserves (%)

E: B T20015F My v 2, # o 2MiidE b5 R o 25 s dE
AT, #20015F4k 4 “l EFE” R,




1995 1996 | 1997 1998 1999 |2000 |2001 |2002 |2003 |2004 |2005 |2006 |2007
106.59 | 116.28 | 130. 96 | 146. 04 | 151. 83 | 145. 73 | 184.80 | 186. 33 | 208. 76 | 247. 49 | 281. 05 | 322.99 | 373. 62
94.68 [102.17 | 112.82 | 128.70 | 136.65 | 132.65 | 119.53 | 115.55 | 116.59 | 124.29 | 124. 90| 139. 36 | 153. 53
14.9 |7.9 10.4 |14.1 |6.2 2.9 |— 3.33 [0.89 |6.60 |0.49 |11.58 |10.17
83.8 [87.9 |86.1 [83.1 [90.0 |91.0 |64.68 |62.02 |55.85 |50.20 |44.44 |43.15 [41.09
11.91 |14.11 |18.14 |17.34 |15.18 |13.08 |65.27 |70.78 |92.17 | 123.21| 156. 14| 183.63|220. 08
14.3 |18.5 |28.6 |[-4.4 |[-12.5 [-13.8 |— 8.44 |30.22 |33.68 |26.73 | 17.61 |19.85
1.2 |12.1 |13.9 |11.9 [10.0 [9.0 35.32 |37.98 |44.15 |49.80 |55.56 |56.85 |98.91
16.2 |13.4 |13.0 [12.0 |9.8 7.9 30.76 |24.71 |22.86 |20.20 |19.07 |17.22 |14.40

Notes: Because China’s external debt statistics was adjusted in 2001, the new coverage

was not comparable with the original one and the item of “Increase over Previ-

ous Year” was not calculated for the year of 2001.

2007 E I EIRFIR
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External Debt, National Economy and Foreign Exchange Income, 1987-2007

mME/FE
Items/ Years 1987 1988 | 1989 1990 1991 1992 | 1993 | 1994

SMEAER (1012357T)
Outstanding of External Debts (in 30.20 |40.00 |41.30 |52.55 |60.56 |69.32 | 83.57 | 92.81
billion of USD)

b AR (%)

Increase over Previous Year(%) 40.6 32.5 3.3 27.2 15.2 14.5 20.6 11.1

A7 A0 AR
C%Dﬂg(infcbi{ll(iorf gFUSD)Tﬁ) 1196.25 1492.85 | 1690.92 | 1854.79 |2161.78 | 2663.81| 3533.4 | 4819.8

b AR (%)

Increase over Previous Year(%)

11.6 11.3 4.1 3.8 9.2 14.2 14 13.1

53 (%)
Ratio of Outstanding 9.4 10.0 9.2 13.5 14.9 14.4 13.6 16.6
of External Debts to GDP(%)

C & 3 S 3R

=

SMCH A (1012.355T)
Foreign Exchange Income 39.17 |45.91 47.82 |57.37 |65.90 78.82 86.56 118.93
(in billion of USD)

b LAESER(%)

Increase over Previous Year(%)

Annual Report 2007 State Administration of Foreign Exchange

2007 5 v = >

31.5 17.2 4.2 20.0 14.9 19.6 9.8 37.4

5553(%)
Ratio of Outstanding of External 77.1 87.1 86.4 91.6 91.9 87.9 96.5 78.0
Debts to Foreign Exchange Income(%)

p: 4 1, MAK1998F 7745, RERY “BRAFEMA” RKEALN “BAL LA X
B, AMFOEENHE (T BRLTRE1998) FPAFRERFT A%, +4 4
HEHBELSFFHAISTEARFEA,

2, FOf “RWEFEK REFTHERTH.

3. MI1998FTF 45, AMEFHISMOKASE R o 265 Hf i 5N, AR
FHHKBEHBERBDERE 0 BRAT AL, BTG FRELRTT AL
AR R

4, B2001%k, AEHBEREAN RIMioRRAFT AL (AARALAZRL
2001 F KA B RIMERAY AERE) , & T#H o Z2IMMi%k4E 520005% 350
ik (Rek) RAETH, &K HHE LAY M BL LFEKR” A,

5, HRFEF—KL2BZFELELHELR, BERATARELT1993-2004FE B A4 &
AR,




1995 1996 1997 1998 1999 | 2000 2001 2002 2003 2004 2005 2006 2007

106.59 | 116.28 | 130.96 | 146.04 | 151.83 [145.73 |184.80 | 186.33 |208.76 |247.49 |281.05 |322.99 |373.62

14.8 9.1 12.6 11.5 4.0 —4.0 |— 0.83 12.04 |18.55 [13.56 |14.92 |15.68

6079.4 | 7117.7 | 7897.3 | 8440.2 | 8967.7 (9921.5 |10965.5| 12033.3 | 13582.3|15987.8 |18386.8/21192.3|24953.0

10.9 10 9.3 7.8 7.6 8.4 8.3 9.1 10 10.1 10.4 11.6 11.9

14.6 13.6 13.7 14.3 14.0 |12.2 13.9 12.82  |12.72 |12.81 |12.59 [12.15 |11.39

of Foreign Exchange ‘

147.24 | 171.68 | 207.24 | 207.42 | 220.96 279.56 |299.41 | 365.40 |485.0 |655.0 [836.8 [1061.7 [1342.2

23.8 16.6 20.7 0.09 6.5 26.5 7.1 22.04 |32.73 |35.05 |27.76 |26.87 [26.42

20075 h E SN L B IR FIR

Annual Report 2007 State Administration

72.4 | 67.7 63.2 70.4 | 68.7 |52.1 56.8 46.12  |39.92 |37.78 |33.59 [30.42 |27.84

Notes: 1. The GNP data in previous copies of SAFE Annual Report are adjusted to GDP data in
accordance with the Digest of China’s Statistics 1998. The central parity of RMB
against USD are used when calculating the ratio of outstanding of external debts to
GDP.

2. Line 4 “Increase over Precious Year(%)” is calculated on the fixed price basis.

3. From 1998, the foreign exchange income in this report refers to the credits under the
items of goods and services in the BOP in corresponding years. The data of previous
years are adjusted according to the same international standard. So are the ratios of
outstanding of external debts to foreign exchange income.

4. As the external debt statistics was revised in 2001 and the new coverage is not compa
rable with the original one, the item of “Increase over previous year” was not calcu-
lated for the year of 2001.

5. GDP data for 1993-2004 were revised by the National Bureau of Statistics according

to the results of the First National Economic Census.
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Flow of External Debt, National Economy and Foreign Exchange Income, 1987-2007

WH/FE

Items/ Years 1987 1988 1989 1990 1991 1992 1993 1994

of Foreign Exchange
C & 3 53R

ation

=

ministr.

2007 5 v = >

Annual Report 2007 State Ad

1

SMEIRA (- 1L3ETT)
External Debt Inflow
(in billion of USD)

9.21

14.23

17.43

16.48

18.86

15.22

27.37

34.33

[\

b BRI (%)

Increase over Previous Year(%)

5.6

54.5

22.5

=5.5

14.4

—19.3

79.8

25.4

SMEREH (- 1L3EIT)
External Debt Outflow
(in billion of USD)

7.28

17.02

9.62

12.79

13.43

18.25

25.06

bb BARIEC(%)

Increase over Previous Year(%)

—17.8

42.2

133.7

—43.5

33.0

5.0

37.3

IMEERA (T {L3ETT)
Net External Debt Inflow
(in billion of USD)

4.09

6.95

0.41

6.86

6.07

1.79

9.12

9.27

ENASE (T e ART)
GDP (in billion of Yuan RMB)

1196.25

1492.85

1690.92

1854.79

2161.78

2663.81

3533.4

4819.8

HMae /N A P L (%)
Ratio of External Debt
Outflow to GDP(%)

1.6

1.8

3.8

203

3.1

2.8

3.0

4.5

SMCIEA (+ fL3E5T)
Foreign Exchange Income
(in billion of USD)

39.17

45.91

47.82

57.37

65.90

78.82

86.56

118.93

R (%)
Debt Service Ratio(%)

9.0

6.5

8.3

8.7

8.5

7.1

10.2

9.1

L OAR1998F 4, REMH “BRAFEMA” REAED “BALSEMT B, AWF

BHEBEHE (FTERTRZ1998) PAFRBERAT AL, HHIMAREERNE 8
IR BESFFHAR LT ERHFEA,
2, R1998F 48, AMEFHIMDUABB KL 2 28T il 5B, AITFH6%
FH BB AL 0 ZHATT AL, B FGEERLRTT AEGAE,

3. SMER B EFAISMIA T RERE o LA EZ I,

4, BHREALFFRPIMMEAAEH M EEZBSMIAA LR A L FRARK L 2 Z2HINT

BN,

5, RBF—KRLBLZLFESHNLER, BRATAAL T 19932004555 B A £ = EAHIE,




1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

39.11 |30.95 |43.10 |45.66 |30.05 |24.92 |25.16 | 60.87 101.54 |205.97 |281.05 |385.43 |500.2

13.9 —20.9 | 39.3 5.9 —34.2 | —17.1 |1.0 141.95 |66.81 |102.84 (36.45 |37.14 |29.78

31.71 |22.47 |32.42 |42.48 |36.45 |35.01 [31.28 | 69.67 [98.13 |190.24 |271.59 [365.15 |479.81

26.5 —29.1 | 44.3 31.0 —14.2 | =4.0 |—10.7 | 122.73 |40.84 |93.87 |42.76 [34.45 |31.40

7.40 8.48 10.68 | 3.18 —6.40 | —10.09—6.12 | —8.80 |3.42 15.73 19.46 20.24 | 20.39

ation of Foreign Exchange‘

6079.4 | 7117.7 | 7897.3 | 8440.2 | 8967.7 | 9921.5 |10965.5| 12033.3 | 13582.3| 15987.8/18386.8|21192.3| 24953.0

4.4 2.6 3.4 4.2 3.4 2.9 2.4 4.79 5.98 9.85 12.20 13.74 |14.62

20075 h E SN L B IR FIR

Annual Report 2007 State Admin

147.24 | 171.68 | 207.24 | 207.42 | 220.96 | 279.56 |299.41 | 365.40 |485.00 |655.00 |836.80 [1061.68|1342.2

7.6 6.0 7.3 10.9 11.2 9.20 |7.50 7.89 6.85 3.19 3.07 2.09 1.98

Notes : 1. GNP data in previous copies of SAFE Annual Report are adjusted to GDP data in accordance
with the Digest of China’s Statistics 1998. The central parity of RMB against USD are used
when calculating the ratio of external debt outflow to GDP.

2. From 1998, the foreign exchange income in this report refers to the credits under the items of
goods and services in the BOP in corresponding years. The data of previous years are adjusted
according to the same international standard. So are debt service ratios.

3. External debt outflow includes both the repayment of principal and the payment of interest.

4. The debt service ratio is the repayment of principal and payment of interest on long-term and
medium-term external debts plus the payment of interest on short-term external debts divided
by foreign exchange income in the BOP of the corresponding years.

5. GDP data for 1993-2004 were revised by the National Bureau of Statistics according to the

results of the First National Economic Census.
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Monthly and Annual Average Exchange Rates of Renminbi against US
Dollar from January 1987 to December 2007

FE{3 Year A3 Month 1A Jan 2H Feb 3H Mar 45 Apr 5/ May
19874F 372.21 372.21 372.21 372. 21 372. 21
19884F 372. 21 372.21 372. 21 372.21 372.21
19894 372. 21 372. 21 372. 21 372.21 372.21
19904F: 472. 21 472. 21 472. 21 472. 21 472. 21
19914F 522. 21 522. 21 522. 21 526. 59 531. 39
19924 544. 81 546. 35 547. 34 549. 65 550. 36
0 19934F 576. 40 576. 99 573.13 570. 63 572. 17
g{ 19944 870. 00 870. 28 870. 23 869. 55 866. 49
‘E",‘ 19954F 844. 13 843. 54 842. 76 842. 25 831. 28
H
g 19964F- 831. 86 831. 32 832. 89 833. 15 832. 88
g 19974 829. 63 829. 29 829. 57 829. 57 829. 29
g 19984 827.91 827.91 827. 92 827. 92 827. 90
) 19994F 827.90 827. 80 827.91 827. 92 827. 85
20004F 827. 93 827. 79 827. 86 827.93 827. 77
20014F 827.71 827. 70 827. 76 827.71 827. 72
20024F 827. 67 827. 66 827. 70 827. 72 827. 69
20034F 827. 68 827.73 827. 72 827. 71 827. 69
20044F 827. 69 827.71 827.71 827. 69 827. 71
20054 827. 65 827. 65 827. 65 827. 65 827. 65
20064F- 806. 63 804. 93 803. 50 801. 56 801. 52

20074 778.98 775. 46 773.90 772.47 767. 04




B3, ARPA/100E 4 (Unit: Renminbi per 100 US dollar)

P
6H Jun TH Jul 8H Aug 9H Sep 10 A Oct  11H Nov 12H Dec Annual Average

372. 21 372. 21 372. 21 372. 21 372.21 372. 21 372. 21 372.21

372. 21 372. 21 372.21 372. 21 372. 21 372. 21 372. 21 372.21

372.21 372.21 372. 21 372.21 372. 21 372.21 423. 82 376. 51

472. 21 472. 21 472. 21 472. 21 472. 21 495. 54 522.21 478. 32

B35, 3 5315, 55 537.35 BT, & 537.90 538. 58 541. 31 532.33

547. 51 544. 32 542. 87 549. 48 553. 69 561. 31 579. 82 551. 46

573. 74 576.12 577. 64 578.70 578. 68 579. 47 580. 68 576. 20 ¥ 5]

865. 72 864. 03 858. 98 854. 03 852. 93 851. 69 848. 45 861. 87 g‘\{' E

830. 08 830. 07 830. 75 831. 88 831.55 831.35 831. 56 835. 10 fgﬂ %
n~ H

832. 26 831. 60 830. 81 830. 44 830. 00 829.93 829.90 831. 42 E §

829. 21 829. 11 828.94 828.72 828. 38 828. 11 827.96 828.98 g g

827.97 827.98 827.99 827.89 827.78 827.78 827.79 827.91 'é En

827.80 827. 77 827.73 827. 74 827. 74 827.82 827.93 827.83 =i

827.72 827.93 827.96 827. 86 827.85 827. 74 827.72 827. 84

827.71 827.69 827.70 827. 68 827. 68 827. 69 827. 68 827.70

827.70 827. 68 827. 67 827.70 827.69 827. 71 827.72 827.70

827.71 827.73 827.70 827. 71 827. 67 827.69 827.70 827.70

827. 67 827. 67 827. 68 827. 67 827. 65 827. 65 827. 65 827. 68

827. 65 822.90 810. 19 809. 22 808. 89 808. 40 807. 59 819. 17

800. 67 799. 10 797. 33 793. 68 790. 32 786. 52 782. 38 797.18

763. 30 758. 05 757.53 752. 58 750. 12 742. 33 736. 76 760. 40
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Reference Exchange Rates of Renminbi,2007

B#Month HiBltem won MR RBE BERN  WEH Rty
Beginning End of Highest Lowest Period Accumulative
&k Currency of Period Period Average Average
% J USD 780.73 777.76 781.35 777.35 778.98 778.98
W J¢ EUR 1027.82 1007.98 1027.82 1004.47 1010.33 1010.33
1H H T JPY 6.5432 6.3924 6.6009 6.3870 6.4644 6.4644
Jan # ™™ HKD 100.239 99.620 100.281 99.574 99.854 99.854
¥ B GBP 1523.08 1526.52 1541.23 1506.65 1524.84 1524.84
% ¢ USD 776.15 774.09 776.62 774.08 775.46 777.47
Bk T EUR 1011.27 1023.66 1023.66 1003.43 1012.44 1011.24
%?b H T JPY 6.4240 6.5363 6.5363 6.3659 6.4288 6.4492
# ™ HKD 99.431 99.072 99.444 99.072 99.285 99.610
¥ ¥ GBP 1524.25 1519.31 1527.91 1509.67 1520.28 1522.88
E ﬁ % & USD 774.72 773.42 774.74 773.03 773.90 776.09
: B W s EUR 1025.44 1030.68 1035.91 1014.31 1025.06 1016.57
; f& iﬁr H T JPY 6.5289 6.5539 6.6830 6.5289 6.5988 6.5069
2 Y W m HKD 99.174 98.993 99.174 98.942 99.051 99.394
% E ¥ B GBP 1521.74 1518.00 1522.50 1488.62 1506.96 1516.74
2 ﬁ % & USD 773.06 770.55 773.49 770.55 772.47 775.12
E § 4R W J¢ EUR 1031.30 1049.99 1053.19 1031.30 1042.82 1023.64
Apr H T JPY 6.5525 6.4441 6.5611 6.4441 6.4987 6.5047
# ™ HKD 98.925 98.518 98.964 98.518 98.840 99.245
% B GBP 1520.87  1536.78  1551.05 1518.05 1534.24 1521.45
% ot USD 769.51 765.06 769.71 764.88 767.04 773.60
Bk & EUR 1046.30 1027.55 1046.30 1026.98 1035.08 1025.78
Is\/IHay H T JPY 6.4080 6.2911 6.4247 6.2882 6.3437 6.4745
# ™ HKD 98.417 97.997 98.524 97.780 98.099 99.030
¥ B GBP 1533.48 1511.87 1534.10 1509.43 1520.02 1521.18
% ¢ USD 764.97 761.55 767.85 761.55 763.30 771.76
M J& EUR 1029.04 1023.37 1032.85 1013.90 1024.04 1025.47
?1)11 H T JPY 6.2826 6.1824 6.3256 6.1510 6.2264 6.4300
# ™™ HKD 97.930 97.436 98.262 97.436 97.685 98.789
¥ B GBP 1513.80 1524.55 1524.55 1501.35 1515.72 1520.20
7A % J¢ USD 760.75 757.37 761.35 755.96 758.05 769.59
Jul Bk & EUR 1029.75 1038.39 1047.20 1029.75 1039.61 1027.71




B, ARTA/1005F T (Unit: Renminbi per foreign currency 100)

H & JPY 6.1719 6.3693 6.3984 6.1540 6.2328 6.3988
# T HKD  97.304 96.805 97.403 96.637 96.948 98.497
¥ B GBP 1528.08 1538.45  1562.74 1528.08 1541.36 1523.55
% Jt USD 756.60 756.07 760.03 755.05 757.53 767.87
R It EUR 1033.48  1033.21  1044.98 1019.10 1031.79 1028.29
iﬁg H Jt JPY 6.3837 6.5184 6.6789 6.3182 6.4860 6.4111
% ™M™ HKD  96.670 96.985 97.316 96.557 96.914 98.273
¥ B GBP 1535.07  1522.27  1545.45 1503.05 1523.10 1523.49
% It USD 755.46 751.08 755.56 750.50 752.58 766.19
K J¢ EUR 1029.65  1063.12  1063.12 1028.43 1044.86 1030.11
9H -
Sep H JC JPY 6.5283 6.5091 6.6736 6.4840 6.5425 6.4256
% M HKD  96.877 96.834 96.939 96.394 96.687 98.098
¥ ¥ GBP 1522.21 1523.68  1527.99 1497.94 1517.87 1522.87
% ot USD 751.02 746.92 752.32 746.92 750.12 764.75
B ¢t EUR 1061.83  1078.29  1078.29 1056.67 1067.88 1033.51 2
(IDOH H & JPY 6.4162 6.5094 6.5922 6.3857 6.4787 6.4304 :
. # ™ HKD  96.835 96.375 96.952 96.375 96.750 97.977 [f]
% % GBP 1533.09  1545.34  1545.34 1526.60 1533.38 1523.82
% ¢t USD 745.52 739.97 746.24 738.72 742.33 762.53 =
® & EUR 1078.88  1092.75  1100.70 1076.97 1089.52 1039.06 -
11\110)3 H & JPY 6.4564 6.7242 6.8817 6.4564 6.6804 6.4551 2
# ™ HKD  96.189 95.009 96.189 94.929 95.457 97.727 =
¥ B GBP 1550.31 1528.11 1563.89 1519.09 1538.03 1525.22
% It USD 741.43 730.46 742.05 730.46 736.76 760.40
Bk It EUR 1086.27  1066.69  1091.49 1054.34 1071.62 1041.75
]1326? H Jt JPY 6.6883 6.4064 6.7293 6.3917 6.5529 6.4632
#% ™™ HKD  95.214 93.638 95.214 93.617 94.477 97.459
% ¥ GBP 1524.16  1458.07  1529.11 1448.08 1487.80 1522.13
% It USD 780.73 730.46 781.35 730.46 760.40 760.40
ke Kt It EUR 1027.82  1066.69  1100.70 1003.43 1041.75 1041.75
Whole gt JPY 6.5432 6.4064 6.8817 6.1510 6.4632 6.4632
year M HKD  100.239  93.638  100.281  93.617 97.459 97.459

M| 3| m

B GBP 1523.08 1458.07 1563.89 1448.08 1522.13 1522.13
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Conversion Rates of Major Currencies against US Dollar,2007

ARHR G &R/ Currency BRAFLL/AUD  MEKT/CAD  HRL/AEB/CHF  FA%5H/DKK

Valid Period 15 {i /Unit 15t /1AUD 15t,/1CAD 17%88/1CHF 17280 /1DKK
1] Jan 0.78400 0.86843 0.82515 0.17748
2H Feb 0.79010 0.85281 0.80167 0.17407
31 Mar 0.77440 0.85251 0.80173 0.17478
45 Apr 0.80020 0.84955 0.82522 0.17876
:: SH May 0.83480 0.88598 0.82974 0.18278
f %{n 6 Jun 0.82420 0.91794 0.81440 0.18140
; :‘L:‘:l TH Jul 0.84660 0.94153 0.80678 0.18044
§ EI- 8H Aug 0.87990 0.95859 0.83063 0.18548
Z‘ 9H Sep 0.80450 0.94589 0.82953 0.18110
22 10/ Oct 0.86850 0.99970 0.85339 0.18890
114 Nov 0.89290 1.02596 0.85543 0.19170

12/ Dec 0.88050 1.01688 0.89590 0.19675




Bxjt/EUR ¥e/GBP  #;/HKD  Bi/JPY B15T/MOP  {Bgi5EA/NOK  ImsLseRA/SEK

1Bt/ 1EUR 188 /1GBP 15t,/1HKD 15t /1JPY 15t,/1IMOP 1728 /INOK 13280 /1SEK

1.32220 1.97220 0.12864 0.008463 0.12490 0.16214 0.14654

1.29700 1.97420 0.12808 0.008243 0.12490 0.15536 0.14253

1.30230 1.95200 0.12799 0.008204 0.12490 0.16003 0.14309

1.33060 1.94490 0.12802 0.008501 0.12490 0.16331 0.14338 |
1.36150 2.00300 0.12797 0.008429 0.12490 0.16823 0.14822 i% §
1.35160 1.97450 0.12790 0.008255 0.12490 0.16551 0.14667 g i
1.34290 1.98770 0.12793 0.008105 0.12490 0.16632 0.14276 é é
1.37960 2.04870 0.12785 0.008184 0.12501 0.17441 0.15045 E é
1.34700 1.98640 0.12795 0.008698 0.12453 0.16901 0.14426 §.§
1.40730 2.01050 0.12845 0.008699 0.12469 0.18112 0.15305 -
1.42840 2.04490 0.12902 0.008677 0.12531 0.18604 0.15594

1.46570 2.04940 0.12852 0.009106 0.12499 0.18174 0.15801
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Foreign Exchange Reserves

B, {fLE A (Unit:100 million of US dollars)

FR ShChEE ST ik &1 R
End of Year Foreign Exchange Foreign Exchange
Reserves Reserves Increase
1990 111 55
1991 217 106
1992 194 =23
1993 212 18
ﬁ 1994 516 304
5{5 1995 736 220
;‘! 1996 1050 315
E 1997 1399 348
1998 1450 51
on 1999 1547 97
2000 1656 109
2001 2122 466
2002 2864 742
2003 4033 1168
2004 6099 2067
2005 8189 2090
2006 10663 2474

2007 15282 4619




20074 1-12 A pEIMNCiEE

Monthly Foreign Exchange Reserves,2007

$45. LA (Unit: 100 million of US dollars)

RAX ShChEE AX ShChEE

End of Month Forex Reserves End of Month Forex Reserves

1A Jan 11046.92 7H Jul 13852.00

28 Feb 11573.72 8H Aug 14086.41

3H Mar 12020.31 9H Sep 14336.11

4H Apr 12465.66 10H Oct 14518.98 A
5H May 12926.71 11H Nov 14969.06
6H Jun 13326.25 12H Dec 15282.49

20075 h E SN L B IR FIR

Annual Report 2007 State Administration
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2007 sF ERAHLAIINCIE IR

Summary of Sourses & Uses of Funds of Financial

Institutions(in Foreign Currency)

;ﬁg 2007.01  2007.02 2007.03 2007.04
EiEFHWME Funds Sources
—. &Tiff#k Total Deposits 1676.45 1682.47 1648.80 1622.29
1.4k 73k Depostis of Enterprises 737.44  747.29  723.38 710.95
2. fig& A7k Savings Deposits 594.93 589.27 579.09 563.28
3. R RASFEGFFL Trust Deposits 119.00 117.96 118.24 77.70
4.559M77k Overseas Deposits 71.48 75.88 77.55 83.75
5. A7 7k Other Deposits 153.60 152.07 150.54 186.61
—.. Bi4MER Overseas Financing 208.94 211.03 186.45 186.96
E ﬁ = g{lﬁl’%i and Sales of Foreign Exchange 1161.36  1138.67  1058.78 956.14
& gﬁ A %ﬁ;l;@;lsk %f!téh Overseas Counterpart
] 1 53.27 64.70 60.21 105.65
é E Fi. HAh Other Items 1043.63 1029.02 1122.83 1226.39
‘B
g #t 4 & JE S 1 Total Funds Sources 4143.65  4125.89  4077.07  4097.43
; Q BEAAWE Funds Uses
—. &Iit¥sk Total Loans 1660.25 1685.64 1712.96 1728.23
1. 5531 5%#k Short—term Loans 411.63 413.50 420.39 422.37

2. -K Wtk Medium & Long—term Loans 815.24 821.64 825.94 822.03
3. BFERAFFE YL Trust Loans 7.60 7.67 7.71 7.77
4 IBHNER LY On—lending of Overseas 139.90 138.25 138.28 138.96

5. =AY Bill Financing 12.99 12.88 14.39 15.26
6. HAh 2 B¥3k Other Loans 272.89 291.70 306.25 321.84
. BWEE R Portfolio Investment 1976.04  1944.37  1934.79  1882.95
=, BESMEDEAER
Business with Overseas Counterpart 507.36 495.88 429.32 486.25

% 4 iz A & it Total Funds Uses 4143.65  4125.89  4077.07  4097.43




¥45. LEA  (Unit:100 million of US dollars)

2007.05 2007.06 2007.07 2007.08 2007.09 2007.10 2007.11  2007.12

1670.47 1667.63 1623.12 1626.82 1592.52 1621.24 1616.21  1599.04
771.53 761.87 744.51 755.02 763.30 793.14 834.01 840.62
559.26 564.22 544.76 536.39 523.14 523.77 512.73 503.67
59.61 63.03 55.99 54.53 41.26 40.67 9.50 8.22
84.11 89.25 90.79 97.30 101.26 105.68 104.22 112.12
195.96 189.26 187.07 183.58 163.56 157.98 155.75 134.41
180.91 181.68 190.85 195.05 196.10 195.43 207.64 181.25
866.71 777.61 777.54 892.91 1187.91 1374.73 1433.62  1779.81 ﬁ E
il
138.70 159.59 194.34 207.49 204.22 217.23 217.07 215.97 fi': :
< B
1329.95 1460.72 1439.74 1440.66 1277.46 1184.76 1117.54 890.07 ﬁ §
4186.74 4247.23 4225.59 4362.93 4458.21 4593.39 4592.08  4666.14 g :‘
S |
1762.82 1852.39 1894.11 1971.30 2057.32 2118.38 2189.07  2198.03
436.33 463.96 489.50 533.86 567.59 592.26 614.72 607.06
831.70 855.55 865.33 880.29 911.85 929.85 953.78 964.03
7.71 7.70 7.67 6.87 6.87 6.87 6.67 5.59
135.69 134.82 133.89 133.73 134.40 134.85 134.24 133.35
16.96 16.93 15.33 15.07 14.15 13.41 12.88 9.08
334.43 373.43 382.39 401.48 422.46 441.14 466.78 478.92
1965.15 1964.94 1945.97 1854.40 1831.51 1734.05 1660.55  1599.84
458.77 429.90 385.51 537.23 569.38 740.96 742.46 868.27

4186.74  4247.23 4225.59 4362.93 4458.21 4593.39 4592.08  4666.14

FH AR . ¥EARRT

Source:People’s Bank of China
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Foreign Trade and Foreign Direct Investment,2007

¥4i. 10/CEA  (Unit: billion of US dollars)

A BMORE HORE  A0RE  AmoEm  Soro an
Month Total Exports Imports Trade Balance Amount of FDI
1H Jan 157.26 86.57 70.69 15.88 5.18
2J] Feb 140.35 82.02 58.33 23.69 4.53
3/ Mar 160.06 83.41 76.65 6.76 6.18
41 Apr 178.17 97.43 80.73 16.70 4.47
5H May 165.70 94.07 71.63 2.43 4.90
6/ Jun 179.83 103.37 76.46 26.92 6.63
78 Jul 191.08 107.73 83.35 24.38 5.04
: X
i 8/ Aug 197.61 111.37 86.24 25.13 5.02
9K Sep 200.59 112.31 88.28 24.03 5.27
10/ Oct 188.20 107.68 80.52 27.16 6.78
11 Nov  208.87 117.65 91.22 26.42 7.68
12/ Dec 206.15 114.42 91.73 22.69
%}ﬁﬁﬁ 2173.83 1218.01 955.82 262.20 82.66

THELER:. #XEF. A5
Source:General Administration of

Customs, Ministry of Commerce
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FS ABRIMIIaRTEEEH RETER BB oo oo
1 Hi LHA TR R AT il T 8

2 FEMEFRER &b A PR 2 ) EATHAT Bl 1T 5.5
3 HEEY (Fi) ARAFE [ TR AT 5

4 AT AT 5

5 H 2L 7 P o ] ZEEBAT 4.5
6 JFERR AR B B 2 ] AT BT 4

7 Fr i HIHC R TR R A Hh E R AT 4

8 EEERAT TEHERAT R 1T 4

9 BPRHIES A S L AT LT 3.5
10 fPplk T TR T Lilgor 1T 3.5
11 ] ICERAT Bilgsr 1T 3
12 EHkE P LT BilgsfT 3
13 S 7 A B 2N ] o ERAT 2.5
14 HFZE (BM) ~F RO HRA T 2
15 3 E R AR T A E ROV RS T 2
16 mREEREEAE LR Rl 1T 2
17 REREABBARA rh R ERA T 2
18 BEARL MR BT A 84T BT 2
19 EEETERE (Fik) ARAF AR HRA T 2
20 X ESCEAE AR ZEIBERAT 2
21 GEARAETEEAF 84T Bl T 2
22 EERIAEREEERE GHrindk) AR F] TEIERAT Eilgsr 4T 2
23 LEERER (FiE) ARAFE B HRAT 2
24 ZHHMEAREEMSSH EHERAT Bl T 2
25 FPEEAT LT Bl 1T 1.75

Annual Report 2007 State Administration of Foreign Exchange




_ Statistics
FS  almMmREE S RETEH RPTEREE (v o
26 BERKEHUT LT LT 1.5
27 IFHPREEATIRA v [ AT 1.5
28 g RF AR T R R A T 1.5
29 OTRREFEEAT TEMERAT Loy 1.2
30 fEAERYTHIRA F [ AT 1
31 RS - EhhikES LT LT 1
32 B AT R HATHAT Lo AT 1
! 33 OB A IRA YT LT 1
T T oL I
35 REAUTHRAT ¢l 1
36 LLBAR SR AR WA L1 |
37 hEBESHREAREAT o E AT 1
38 EATHATEEST [ BT 0.75
E 39 ESERHYT HATHT Ll (7 0.75
40 T R T b [ TR AT 0.75
41 FRITICERARAT ICERAT Bilgsr 1T 0.75
42 KFIEAHSMBCHASH: rh [ TR AT 0.5
43 EERLEAT T Ll 1T 0.5
44 JmEKEfRER HP [ R AR A T 0.5
45 EEEGRERREE AR [ LA 0.5
46 HEk CHUT Ll 1T 0.5
47 WAk YT LT 0.5
48 KAEHATHIRA b [ TR 0.5
49 FGIEEHA S v [ AT 0.5
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Qualified Foreign Institutional Investors (QFIIs) with Invest-
ment Quotas Granted by SAFE

By December 31, 2007

Qualified Foreign Institutional Investment Quota

No. Custodian Bank - -
Investor (in 100 million of US dollars)

Citibank, N.A.

1 UBS Warburg Ltd. Slirnaine B o 8

2 CitiGroup Global Markets Ltd. iammaland| Clsemierss] [l o i 5.5
Branch

3 CSFB Ind.ustrlal and Commercial Bank of 5
China

4 Fortis Bank Bank of China 5

5 Nikko Asset Management Bank of Communications 4.5 8
The Hongkong and Shanghai Banking i :

6 Morgan Stanley Corporation Limited Shanghai Branch 4 o :

7 HSBC Securities China Construction Bank 4 Eﬂ :
Citibank, N.A. ¢ B

8 Deutsche Bank Shanghai Branch 4 o i

» Citibank, N.A. :

9 Nomura Securitites St B 3.5

10 ING Bank Standard Chartered Bank Shanghai 35 —_
Branch
The HongKong and Shanghai Banking

1 Goldman Sachs Group Inc. Corporation Limited Shanghai Branch 3

. The HongKong and Shanghai Banking

12 Merill Lynch Corporation Limited Shanghai Branch 3

13 INVESCO Bank of China 2.5

14 Lehman Brother Agricultural Bank of China 2

15 BNP Paribas Agricultural Bank of China 2
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No. Qualified Foreign Institutional Custodian Bank Invesment Quota
Investor (in 100 million of US dollars)
16 Goldman Sachs Asset The HongKong and Shanghai Banking )
Management International Corporation Limited Shanghai Branch
17 AMP China Construction Bank 2
The HongKong and Shanghai Banking
18 Morgan Stanley Investment Corporation Limited Shanghai Branch 2
Management
jo  Prudential Asset Management Agricultural Bank of China 2
(HK)
20 Schroder Investment Bank of Communications 2
Management
The HongKong and Shanghai Banking
21 GE Asset Management Corporation Limited Shanghai Branch 2
A 22 UBS Global Asset Management Citibank, N.A. Shanghai Branch 2
n
g nvestment td. ank of Communications
g Eé 23 HSBC1 (HK) Ltd Bank of C 2
: & 24 Sumitomo Mitsui Asset Citibank, N.A. Shanghai Branch 2
: [ Management Co.
4
M The HongKong and Shanghai Banking
: 'é 25 ABNAMRO Corporation Limited Shanghai Branch 175
H . .
The HongKong and Shanghai Banking
26 JPMorgan Chase Bank Corporation Limited Shanghai Branch 13
27 JF Asset Management China Construction Bank 1.5
28 Scotia Bank Bank of China 1.5
29 Martin Currie Investment Citibank, N.A. Shanghai Branch 12
Management
30 Hengseng China Construction Bank 1
. . . The HongKong and Shanghai Banking
31 Bill&Melinda Gates Foundation Clompartion Litiad S sl [Ermmeln 1
3 GIC Co. Standard Chartered Bank Shanghai |

Branch




Qualified Foreign Institutional

Investment Quota

No. Custodian Bank : -
Investor (in 100 million of US dollars)
33 Temasek Fullerton Fund The HongKong and Shanghai Banking |
Management Corporation Limited Shanghai Branch
34 The Dai-Ichi Mutual Life Bank of China |
Insurance Company
35 DBS Agricultural Bank of China 1
36 KBC Citibank, N.A. Shanghai Branch 1
37 LCF Edmond de Rothschild Bank of China |
Banque
38 ]SBtra;ldard Chartered Bank(HK Bank of China 0.75
39 BT el Standard Chartered Bank Shanghai 0.75
Branch
40 Dresdner Ind.ustrlal and Commercial Bank of 0.75
China
The HongKong and Shanghai Banking
4 Calyon S.A. Corporation Limited Shanghai Branch 0.75
49 Dawa Ind.ustrlal and Commercial Bank of 05
China
. The HongKong and Shanghai Banking
43 EESERiS s Corporation Limited Shanghai Branch 0.3
44 Power Corporation of Canada China Construction Bank 0.5
45 AIG Global Investment Corp. Bank of China 0.5
L The HongKong and Shanghai Banking
46 Yale University Corporation Limited Shanghai Branch 0.5
. The HongKong and Shanghai Banking
47 Stanford University Corporation Limited Shanghai Branch 0.5
48 United Overseas Bank Ind.ustnal and Commercial Bank of 0.5
China
49 Shinko Securities Co.,Ltd. China Construction Bank 0.5
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5 B S e s L
1 R R A BT T RAUT %
2 hE T RETRGERA T BT AT 20
3 AREHRATA A AT PR R 3
4 CERTIRGAE R A BT b AT 15
5 PEERETRGERA BT AT 20
6 CEEUT ChED HRAF FAAT AT 10
F T BEETRHERAR BT IR RIEEYT 10
{& 8 A BT o AT 5
9 IR A AT BMRAT o [ BRAT 3
10 JEHEYT CRED ARAF BT IR R REYT 5
E 11 T POAT  RAESUT 5
12 EEEATERAT RO R A 7 P M AT FRAT o [ T RARAT 5
K 13 R BT T 5
14 hEKEUT BT o R ARAT 5
15 JbschT PRAT o T RRAT 3
16 REHAT (F) ARAT R W R 3
17 B ERAT RO A 7 LA T BT o T AT 3
18 Hh AR R AT AT TP EDEREAT 10
19 HERERDAYT AR A T AT PLEAT  RRRAT 3
20 FEEEEYT CRED BOHRA WL R 3
20 MR RIERT LR R 5
22 EEILEEEAT Eoan  E T RAUT 5
23 P T B A ] Bend THEAT 50
2 EEIESERA Hend  PEERET 50
25 FLESEHA A REAR PERT 50




i B BUIR BT Sl

CAf: {L580)
26 BRI A A BEAF PETHEAT 50
27 T E S EH A e YN 40
2 SR EE A HeAF  PEEREYT 40
29 oS ERRSRA AT AT K 50
0 FalE GERD BH AR REAR ENHMT ORED HIRAT 889
31 PEAGHERER A RRAR  AUEHYT 15
32 PEARIRR A RIRAT UK Lo 2.38
33 SUEPN 7R 54 R R /N REG AW PERAT 17.5
M ERAGRERHHRAT BT ORI CRED FRAT 3.8 f
35 HEABRRHERAR (I AE PR 0. 15 .E
3% P AR A WRAR WA CHED HRA 0,15 oy
3T AN R E IR A BRAR IENHUT ORED HIRAR  0.09 .
38 HIEFHRK (D AR WA EHEEAT CRED HRAR 3.5 S
39 HEKHERE (EED AF REGAR  ATERAT 0. 67 .
40 REATE AR A R A RRAR  AEHYT 4 ==
I AT R 0.15
12 PE AR IR RIAT BN ORED HIRAT 0.4
13 MR A RRAR R RS 0.65
1 KRTAFRRARA RRAR  ENHUMT CRED HIRAR 2.1
45 M2 P R B Fi A PR 8 B AR PERARAT 1.2
16 AR IR A 7 RGAT  EHEG CGPE) HRAT L3
T R EATIR A A RIAT  EBEG OGRE) HRAT L3
48 FBIRBEE A 4324 7] RER AT JEHERAT CPED ARAR 0.822
19 IR A IR A WEAR ENHMT ORED HIRAR  0.05
50 SBNHRERARAT RRAR TENEUT CRED HIRAR 0,075
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Qualified Domestic Institutional Investors (QDIIs, Banking, Insurance, Securities
institutions included) with Investment Quotas Granted by SAFE

By December 31, 2007

Qualified Domestic Type of . Investment Quota
Institutional Investor Institution Gt Can Bl (in 100 million of US dollars)
Industrial and
1 Bank of China Commercial Bank Commercial Bank of 25
China
2 i?dgﬁgiéal aund Comeneial Eaul Commercial Bank Bank of China 20
3 The Bank of East Asia, Ltd. Commercial Bank China Merchants Bank 3
4 Bank of Communications Commercial Bank g:;ﬁa Comsameion 15
B China Construction Bank Commercial Bank Bank of Communications 20
6 E?Egtgznk(Chlna)Company Commercial Bank Bank of Communications 10
7 China Merchants Bank Commercial Bank SlanaEhi Filliong 10
Development Bank
8 | China Citic Bank Gemmereiell Bapls | o ComstrmEiien 5
A Bank
E & 9 Hang Seng Bank Ltd. Commercial Bank Clnit e, Gonsonueition 3
d B Bank
S & . . Shanghai PuDong
{ ¥ 10 | Citibank, N. A. Commercial Bank Development Bank 5
é ﬁ 11 Industrial Bank Commercial Bank China MinSheng Bank B
E H Industrial and
5 t 12 | Standard Chartered Bank Commercial Bank Commercial Bank of 5
ﬁ China
% 8 13 | China MinSheng Bank Commercial Bank Industrial Bank B
< 14 China EverBright Bank Commercial Bank Agricultural Bank of 5
China
. Industrial and
15 el @i e g Commercial Bank Commercial Bank of 3
China
16 | Bank of China (HongKong) Ltd. Commercial Bank To be Decided 3
Industrial and
17 | Credit Suisse Shanghai Branch Commercial Bank Commercial Bank of 3
China
18 | Agricultural Bank of China Commercial Bank China EverBright Bank 10
19 ?gﬁ?ig? E?ETizglal s Commercial Bank China Merchants Bank 3
20 Deutsche Bank AG Commercial Bank To be Decided 3
Shanghai PuDong Development . .
21 Bank Commercial Bank To be Decided 5
Fund Management linshastirizll sme
22 | Huaan Fund Management Company Compan g Commercial Bank of 5
S China
China Southern Fund Management Fund Management Industrial and
23 Co., Ltd. Compan & Commercial Bank of 50
S China
24 China Asset Management Co., Fund Management China Construction 50
Ltd. Company Bank




925 Harvest Fund Management Co., Fund Management Bank of China 50
Ltd. Company
China International Fund Fund Management Industrial and
26 | Management Co., Ltd. & Commercial Bank of 50
Company .
China
27 ICBC Credit Suisse Asset Fund Management 40
Management Co., Ltd. Company
Fortune SGAM Fund Management Fund Management China Construction
28 40
Co., Ltd. Company Bank
29 gglnaLigternatlonal sl Security Company | To be Decided 50
30 Ping An Insurance (Group) Insurance Citibank (China)Co., 88. 9
Company of China, Ltd Company Ltd. :
a1 China Life Insurance Insurance Bank of Communications 15
(Group) Company Company
39 PICC Property and Casualty Insurance JP Morgan Chase 9 38
Company Limited Company Bank (China) :
33 China Life Insurance (Group) Insurance Bank of China 7.5
Company Company
34 Taikang Life Insurance Company Insurance Citibank (China)Co., 385
Ltd. Company Ltd. :
35 Generali China Life Insurance Insurance Bank of China 0.15
Co., Ltd. Company
36 The People’ s Insurance Insurance Citibank (China)Co., 0.15
Company (Group) of China Company Ltd. :
Sino Life Insurance Co., Ltd. Insurance Citibank (China)Co.,
37 0.09
Company Ltd
China Reinsurance (Group) Insurance Citibank (China)Co.,
38 . 3.5
Corporation Company Ltd
39 China Pacific Insurance Insurance Bank of Communications 0.67
(Group) Co., Ltd. Company :
40 China Pacific Life Insurance Insurance Bank of Communications 4
Co., Ltd. Company
41 PICC Health Insurance Co., Insurance Bank of China 0.15
Ltd. Company
PICC Life Insurance Co., Ltd. Insurance Citibank (China)Co.,
42 0.14
Company Ltd
Anbang Insurance Co., Ltd. Insuran Industrial and
43 o ce Commercial Bank of 0. 65
pany China
44 Taiping Life Insurance Co., Insurance Citibank (China)Co., 913
Ltd. Company Ltd. ’
Sinosafe Insurance Co., Ltd. Insurance Agricultural Bank of
45 . 1.2
Company China
Huatai Insurance Co., Ltd. Insurance Citibank (China)Co.,
46 1, 8
Company Ltd
47 Huatai Asset Management Co., Insurance Citibank (China)Co., 13
Ltd. Company Ltd. :
48 AIA Insurance Co., Ltd. Insurance Citibank (China)Co., 0. 822
Company Ltd.
49 Bohai Property Insurance Co., Insurance Citibank (China)Co., 0.05
Ltd. Company Ltd. :
50 AXA-Minmetals Assurance Co., Insurance Citibank (China)Co., 0.075
Ltd. Company Ltd. :
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Banking Institutions Registered in SAFE for Business of Forward Pur-

chases and Sales of Forex & Swaps of RMB against Foreign Currencies

Ak B HA: 20075F12A31H

By December 31,2007

A ELWE AR5 misw &

Forward Purchases and Sales of Forex Swaps of RMB against Foreign Currencies
BRRT e BERMT A
Banking Institutions Registered Date Banking Institutions Registered | Date
1. HHEEAT 199744 H1H 1. HHEEAT 20054E8 H 30 H
Bank of China Apr. 1, 1997 Bank of China Aug. 30, 2005
2. PEERRT 20024£ 8 A 28 H | 2. TRIRAT 20059 70
China Construction Bank Aug. 28, 2002 China Citic Bank Sep. 7,2005

3. ERNARAT
Agricultural Bank of China

20024 12 H 20 H
Dec. 20, 2002

3. EARARAT
Agricultural Bank of
China

200549 H 22 H
Sep. 22, 2005

4. PETREHAT

Industrial and Commercial Bank of

China

2002 4 12 7 24 H
Dec. 24, 2002

4. AT

Bank of Communications

2005 4£ 9 J§ 22 H
Sep. 22, 2005

5. ASHHT
Bank of Communications

2004412 A 2 H
Dec. 2, 2004

5. HEEBHAT

China Construction Bank

200549 22 H
Sep. 22, 2005

6. HEHUT
China Citic Bank

2004412 F1 2 H
Dec. 2, 2004

6. HETRHRAT
Industrial and

Commercial Bank of China

2005 4F 10 A 17 H
Oct. 17, 2005

7. HEHT

China Merchants Bank

200541 A 17 H
Jan. 17, 2005

7. BT

China Merchants Bank

20054 12 H 21 H
Dec. 21, 2005

Fienrty

8. =LK

Shanghai Branch

2005429 A 15 H
Sep. 15, 2005

8. ZFEAR R HEMUT (hIED
HRRAR B dbat. Ki%.
Kt TYIGAT

Bank of Tokyo—Mitsubishi

UFJ (China), Ltd. Shanghai ,

Beijing, Dalian, Tianjin,

Shenzhen Branch

2006 4 5 JJ 25 H
May. 25, 2006

HEARAT g I b
ED HRA A T OREE B
Bank of. 0. WiTH YR 10T
T(.)ky<.rM1tsu o (EP[E) Shanghai, Shen | 2006 4E 5 H 25 H
bishi UFJ T shen. Bei jing. | May. 25, 2006
yupai HAT P DeHIIng
ina), Ltd. LEUAMT Tianjin, Nanji
; .I??NTB ) 200549 A 15 H | Standard 1a;i IE’ vanJi
1J1 T
eijing Branc Sep. 15, 2005 Chartered ;?» b ;1’ ,
Bank(china) lamen branc
Guangzhou Aug. 21, 2006
Branch ’




EHEECW R ABRMS5shmiafw %

Forward Purchases and Sales of Forex Swaps of RMB against Foreign Currencies
BRRT ] BRMRT £ X0iE
Banking Institutions Registered Date Banking Institutions Registered | Date

ot NI N/
0. A Yl %aad‘l'_lén\ﬁ
WA (i Shanghai, 2006 £ 5 H 25 H
May. 25, 2006
KM > iy | e
DoLian Branch 200549 A 26 [1 | 7 enzhen,
alian Branc
Sep. 26, 2005 Hang Seng Fuzhou Branch
Bank (Chi i bR MT
LTQ (China) %?’_jt?ﬁvj\n 2006 4£.8 F 2 A
’ e o, 51 Aug. 2, 2006
jing Branch

11 HA=IHE A BRAT IR
PR Lifg, TR R )
M BT

p 17 2006 45 H 30 H
?iﬁ%ﬂ‘B " 200549 H 26 H | Sumitomo Mitsui Banking 5 A
ianjin Bran
and ane Sep. 26, 2005 Corporation Shanghai, May. 30, 2006
Suzhou, Tianjin, Guangzhou,
Hangzhou Branch
12. Hi AR sk | LT
et ,Fﬂ > BT o0t 6 B 2
Yo7 AT (PED A | Shanghai
2005 4E 10 A 17 H _ Jun. 2, 2006
Shenzhen Branch Oct. 17. 2005 PR ] Branch
Mizuho
© t EAT
B} orporare KET | s006469 5 1R
LB T Bank (China), | Dalian
Vot B 200746 TH2TH || Branch Sep. 1, 2006
XL branc Jul. 27, 2007 :
13, JLERAT (PED ARA
AR YL TN S
. U Kty W KiE, dexnts B
IS5 | = 15 | R X o
J\H ﬁﬁﬁ"ﬁ‘ s %J‘H\ E&;%ﬂz\ E&ﬁﬂ*
Sh‘ hai. Bei iine. Sh 2005 4F 9 H 15 H HSBC Bank (China) Company 2006 %6 H 8 H
5 = angnal, beljing, she .. .
9. fEHEHIT Limited Shanghai,Shenzhen, | Jun.8, 2006

(FED HIR
)
Citibank
(China) Co. ,
Ltd.

nzhen, Guangzhou, Tian
jin Branch

Sep. 15, 2005

Guangzhou, Qingdao, Tianjin,
Wuhan, Dalian, Bei jing,
Xiamen, Suzhou, Chengdu,

Chongqging Branch

AR AT
Chengdu Branch

2006 4 3 [ 29 H
Mar. 29, 2006

14, BERCRTEARAT CPED A
FRAFAER B, KT
JP Morgan Chase Bank
(China) Company Limited
Bei jing, Shanghai, Tianjin

Branch

2006 4 6 H 28 H
Jun. 28, 2006

10. fERGEBAT

CPIED A RAF L,

emts TTMT
Deutsche Bank (China)Co. , Ltd.

Shanghai, Bei jing, Guangzhou Branch

200549 H 15 H
Sep. 15, 2005

15. 20 8AT
Industrial Bank

2006 4F- 7 J131 H
Jul. 31, 2006
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Forward Purchases and Sales of Forex Swaps of RMB against Foreign Currencies
BERMT ZXREFE BRIRT £ X8
Banking Institutions Registered Date Banking Institutions Registered | Date

N L . ‘h 4T T AS
11 HASS R BT A LA 1 ﬁigﬁif f‘;l) ’f_“if
Wi ML KA ML BT o S
Sumi tomo Mitsui Banking 20054£9 15 1 | AN
Citibank (China) Co. , Ltd. Aug. 7, 2006

Corporation Shanghai, Suzhou,
Tianjin, Guangzhou, Hangzhou Branch

Sep. 15, 2005

Shanghai, Bei jing, Shenzhen,

Guangzhou, Tianjin Branch

12. JLFERT ChED HRAF L,
b7 [ N TN/ CNIT: v SN < N
Jemts EIT. M. . BmRSAT
HSBC Bank (China)Company Limited
Shanghai, Shenzhen, Guangzhou, Qing
dao, Tianjin, Wuhan, Dalian, Bei jing,
Xiamen, Suzhou, Chengdu, Chongqing
Branch

200549 H 15 H
Sep. 15, 2005

17, N R Z R AR AT A R
ANFETNL AERMT
Bank of Montreal Ltd.

Guangzhou, Beijing Branch

2006 48 JJ 11 H
Aug. 11, 2006

N R
M AT

13. fEARAT (h
D ARAF
Hang Seng Bank

18. Fiig A DERAT IR A7 PR 2>

(China) Limited

Branch

Nov. 28, 2005

Shanghai, Guangzhou Branch

=il iT 2006 4 8 H 25 H
Shanghai, Guangz | 2005 4E9 A 15 H gj d’,@tﬁg N I Ziofﬁ
redi uisse anghai | Aug. 25,
hou, Shenzhen, Fu | Sep- 15,2005 & &
Branch
zhou Branch
I 19, LhARb & s aRAT Rl )
MR JERUMT M
Nanjing, Beijing | 2005 4F 11 H 28 H Mt A0 A TR
’ Fortis Bank S.A./N.V. Sep. 7, 2006

14, o RAARIT
China MinSheng Bank

2005 £ 9 J1 26 H
Sep. 26, 2005

20. SR FB G = ARAT 4R
A RAF Lifg. b7
Australia and New Zealand
Banking Group Ltd.
Shanghai, Bei jing Branch

2006 49 H 21 H
Sep. 21, 2006

E N S NS NP N
L MR BRifE HT
AT

15. ¢ 1T
BT Shanghai, Shenzhen,

200549 H 26 H

Branch

£
(EF.) ﬁlza Beijing, Tianjin, Sep. 26, 2005
A - ~
Nanjing, Zhuhai,
Standard .
R Xiamen Branch
artere =
. JMGAT 2005 4F 12 A 31 H
Bank (China)
o Guangzhou Branch Dec. 31, 2005
Limited - N =
M AT
Suzhou, Chengdu 2008 5 4
Apr. 7, 2006

21 ff 2T CPED HRA
Al B dbst. YISAT
ABN AMRO Bank (China)

Co., Ltd. Shanghai, Bei jing,

Shenzhen Branch

2006 4£ 10 H 24 H
Oct. 24, 2006

16, EERARAT
China EverBright Bank

2005 £ 9 J1 26 H
Sep. 26, 2005

22. B AR R AT
Shanghai PuDong
Development Bank

2006 4£ 10 27 H
Oct. 27, 2006




TS EICAL S

Forward Purchases and Sales of Forex

ARM SIS

Swaps of RMB against Foreign Currencies

FRMT

Banking Institutions Registered

L

Date

FRMT

Banking Institutions Registered

LS

Date

17. XlARAT
Industrial Bank

2005 4F- 9 J7 26 H
Sep. 26, 2005

23. LEBRATH R A A L.
Jem. M

Bank of America, N.A.
Shanghai, Bei jing
Guangzhou Branch

2006 4E 11 H 10 H
Nov. 10, 2006

gAY
Shanghai Branch

18. F ARSI ARTT

2005 £ 9 J1 26 H
Sep. 26, 2005

24. BJERAT (D AHRA
Al B bt TMAMAT
DBS Bank (China)Limited
Shanghai, Bei jing

Guangzhou Branch

2006 412 J 25 H
Dec. 25, 2006

CRED ARAF

Mizuho Corporate

KEGT

Dalian Branch

20054F 12 H6 H
Dec. 6, 2005

25. YT R ARAT

Shenzhen Commercial Bank

2006 £ 12 27 H
Dec. 27, 2006

Bank (China), Ltd
BN

Shenzhen Branch

2005 4F 12 H 13 H
Dec. 13, 2005

L5503 AT

Beijing Branch

2005 4FE 12 A 13 H
Dec. 13, 2005

26. ff 2 B BUT R AT LA
Al s AT

ING Bank N. V., Shanghai
Branch

27. B#HRAT

Bank of Shanghai

20064 12 A 27 H
Dec. 27, 2006

2006 4E 12 A 27 H
Dec. 27, 2006

19. HEERERT (HED HRAF
BNP Paribas (China) Ltd.

2005 £ 9 J7 26 H
Sep. 26, 2005

28. MEARMT ChED AR
AN /N | o N R 7 X
Deutsche Bank(China)Co.,
Ltd. Shanghai, Bei jing, Guan
gzhou Branch

2007 4£3 119 H
Mar. 19, 2006

. | EEA1T . .
20. EE EERMAT 29. EEEERRT (hED A
Beijing Branch 2007 £ 3 H 19 H
AT EAh PR H Mar. 19, 2007
BNP Paribas Ltd. i 2006 4£5 316 B | p\p paribas (China) Ltd.
Shanghai Branch | May. 16, 2006
3 \ ‘ BB | 007423 5 19
21 f 2T (R ED A RA R L 30. TAE AR | Shanghai | yor 19, 2007
5. WIAT 2005 4 10 A 17 H | 7THBRA A Branch
ABN AMRQ Bar.ﬂj (China) Co. , Ltd. Oct. 17, 2005 BNP Paribas :It/':_riﬁ”TT 2007 4£ 4 A 6 H
Shanghai, Bei jing, Shenzhen Branch Ltd. Beijing Apr. 6, 2007
Branch

22. T LAGGERAT B AT IR A F i
AT

Credit Suisse Shanghai Branch

20054 10 A 17 H
Oct. 17, 2005

23, VR A0 3 78 22 AT A A
NGNS =
Australia and New Zealand Banking

Group Ltd., Shanghai, Beijing Branch

20054 10 H 17 H
Oct. 17, 2005

31, HEDERAUT
China EverBright Bank

2007 £ 4 FJ 11 H
Apr. 11, 2007

24, FERROGEEUT ChED FRARDL
W bilg. REST

JP Morgan Chase Bank (China)
Company Limited Beijing,

Shanghai, Tianjin Branch

2005 4E 10 A 18 H
Oct. 18, 2005

32. BelE A% 22 B AT A AR
HIRA A F#g4T

The Royal Bank of Scotland
plc Shanghai Branch

2007 £ 6 J1 18 H
Apr. 11, 2007
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Forward Purchases and Sales of Forex

Swaps of RMB against Foreign Currencies

ERMT

Banking Institutions Registered

= REtiE

Date

ERT

Banking Institutions Registered

e

Date

25. FEAMT (FHE) FRAFE L.
T WYL nliska4T
Bank of China (Hong Kong) Ltd.

2005 4F 10 H 18 H

33. Fi - ARAT A BR 2 v dE a2y
17

200746 A 22 H

Guangzhou Branch

Oct. 18, 2005

Shanghai, Qingdao, Shenzhen, Shantou Oct. 18, 2005 UBS AG Beijing Branch Jun. 22, 2007
Branch
26. VEEPOVAUTHMR AR EBifg. M

. S = 2007 %8 H 9
ST 20054 10 [ 18 [ | 3% HIMEERAT F8A9IH
Societe Generale Shanghai, China Bohai Bank Aug. 9, 2007

27. FEHAUTHMRAR B, dbst. T
NG

Bank of America, N. A. Shanghai,

Bei jing, Guangzhou Branch

2005 4£ 10 /1 24 H
Oct. 24, 2005

35. e[ LS SRARA T FR A ]
g AT

Barclays Bank PLC
Shanghai Branch

2007 4E 8 H 14 H
Aug. 14, 2007

28. AR K AT
Shanghai PuDong Development Bank

20054 10 H 24 H
Oct. 24, 2005

36. LA IEE AT IR A PR
A B WYL BT
KBC Bank N.V., Shanghai,
Shenzhen, Nanjing Branch

2007 4F 10 H 11 H
Oct. 11, 2007

29. EFEIFRHUT
China Development Bank

2005 4F 10 H 24 H
Oct. 24, 2005

37, TP R L ARAT A A PR
|

Ningbo Commercial Bank
CO., Ltd

2007 4E 11 H 7 H
Nov. 7, 2007

30. INEE R SR AIRBATH R AR T
I AL AT
Bank of Montreal Ltd., Guangzhou,

Beijing Branch

2005 4 11 [ 10 H
Nov. 10, 2005

38. Fiig ML b KK 22
w)_EWEIAT
Skandinaviska Enskilda
Banken

AB(publ)., Shanghai Branch

BT A R 2

2007 £ 11 4 14 H
Nov. 14, 2007

31, JEE PEARAT IR A IR A ] R
ST

West DeutschelLandes Bank Ltd.
Shanghai Branch

2005 4F 11 H 10 H
Nov. 10, 2005

32, (EIE TN RAT IR 4 A PR 2 7 il
T

Commerzbank Shanghai Branch

2005 4£ 11 f 11 H
Nov. 11, 2005

33, fHE[E4E B S RATIR A A /) L
AT
Dresdner Bank AG Shanghai Branch

20054F 11 H 11 H
Nov. 11, 2005

34, _LEAT

2005 4E 11 A 11 H

The Export—Import Bank of China

Bank of Shanghai Nov. 11, 2005
35. PR FHAT 2005 4E 11 H 11 [
Nov. 11, 2005

36.  LEA I A HRAT I A7 BR 2 | L
s WYL R AT

KBC Bank N. V., Shanghai, Shenzhen,
Nanjing Branch

37. EEZRITICEHARAT IR R A E B
T R - | N ) N = W s
Credit Agricole Indosuez
Tianjin, Bei jing, Guangzhou,

Xiamen Branch

2005 4F 11 H 28 H
Nov. 28, 2005

2005 4F 11 7 28 H
Nov. 28, 2005




TR EITWL S

Forward Purchases and Sales of Forex

ART SIS

Swaps of RMB against Foreign Currencies

BRIRT £ RAHiE HRIRT CELE]
Banking Institutions Registered Date Banking Institutions Registered | Date

38, JEITHEFRRAT 2005412 H 6 H

Xiamen International Bank Dec. 6, 2005

39. M ZAERITARAR BT | 20054E 12 H6 A

RABOBANK Shanghai Branch Dec. 6, 2005

40. R JEWAT | WIT 20054 12 13 H

(D AHFRZ | Shenzhen Branch Dec. 13, 2005

G| b N | = S a1 7
DBS Bank 47
(China) Shanghai, Bei jing,

Limited Guangzhou Branch

2005 4F 12 16 [
Dec. 16, 2005

Jem. il I
JUML KIS BRilE
BT RRHR. PH %oy

41. RIHAT 7

\ =
CRED AR ] Beijing, Shanghai,
The Bank of Shenzhen, Guangzhou,
East Asia Dalian, Zhuhai, Xia

(China) Ltd men, Chengdu, Xi” an

Branch

2005 4F 12 H 13 H
Dec. 13, 2005

BT
Chongqing Branch

2006 £ 5 H 16 H
May. 16, 2006

42. g Z R RAT I A PR A F it
AT
ING Bank N.V., Shanghai Branch

2005412 H 13 H
Dec. 13, 2005

43, EE Sk B FAUT ARA R A
g

The Royal Bank of Scotland plc
Shanghai Branch

20054 12 [ 16 H
Dec. 16, 2005

44, FINKRERAT

Shenzhen Development Bank

20054 12 H 16 H
Dec. 16, 2005

45. 8 b S NEAT AT
Norddeutsche Landesbank
Girozentrale Shanghai Branch

20054F 12 A 31 H
Dec. 31, 2005

46. LRI EEBITHRA R L. T
M7
Fortis Bank S.A./N.V.

Shanghai, Guangzhou Branch

2006 4F 1 7710 H
Jan. 10, 2006

47, BRFIFERE BOKBAT L AT
SANPAOLO IMI S.p.A. Shanghai

2006 4F 1 J 20 H

Branch Jan. 20, 2006
48. YT RARAT 2006 44 3 A
Shenzhen Commercial Bank Apr. 20, 2006

L& IR 3R

=

2007 & E I
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FRWT A SRWT e
Banking Institutions Registered Date Banking Institutions Registered | Date

49. BB R IRAT A IR A A BT

United Overseas Bank Limited

2006 £ 5 H 30 H

Shanghai Branch L, S0, 208

50. JLRURAT 2006 4E 7 7 5 H

Bank of Beijing Jul. 5, 2006

51. IR ENARATHBR AR M7

The Bank of Nova Scotia, Guangzhou 2006 49 A 4 H
Sep. 4, 2006

Branch

52. hi LAUT A R AR AL AT
UBS AG Beijing Branch

2006 49 H 13 H
Sep. 13, 2006

53. FYE R ERT AR A R LT
CITIC KA WAH Bank Limited, Shanghai

2006 4= 12 H 28 H

Dec. 28, 2006
Branch
54. JE[E P AT AR AR BT | 2007451 H4 H
Barclays Bank PLC Shanghai Branch Jan. 4, 2007
55. TR ARAT B A R A 200741 44 H
Ningbo Commercial Bank CO., Ltd. Jan. 4, 2007
56. YEFERAT 200741 A8 H
China Bohai Bank Jan. 8, 2007
57. BARFIKAHRIT R A PR AR Lk

L 200742 H71H

AT

Feb. 7, 2007

Banca Intesa S.P.A. Shanghai Branch

58. Eit HALRRIr AT A IR A W) iy
7

2007 £ 3 H 27 H

Skandinaviska Enskilda Banken Mar. 27, 2007

AB(publ)., Shanghai Branch

59. Fi B ARAT ASEABR A F Rifgsr

1T 200746 A 7H

Svenska Handelsbanken AB(publ)., Jun. 7, 2007

Shanghai Branch

60. VEE AR RATIRAR A BR A W Fifg sy

7 20074E6 H 7 H
. Jun. 7, 2007

NATIXIS, Shanghai Branch

61. WiridiT 200747 H3H

China Zheshang Bank Jul. 3,2007

62. H—HT 2007 £ 8 H 6 H

First Sino Bank Aug. 6, 2007

63. HAFHAT (PED BRAF
0CBC Bank (China)Limited

2007 4£ 10 15 A
Oct. 15, 2007

64. [ EARF HRAT il AT
Bayerische Landesbank

Shanghai Branch

2007 4E 12 H 17T H
Dec. 17, 2007
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SEITER 53

Statistics

c00

Members of Inter-bank Foreign Exchange Forward Market Reg-

istered in SAFE
By December 31, 2007
No.  Member No.  Member
1 Bank of China 42 West deutscheLandes bank Ltd. Shanghai Branch
2 Industrial and Commercial Bank of China 43 RABOBANK Shanghai Branch
3 China Construction Bank 44 DBS Bank (China) Limited
4 Bank of Communications 45 Mizuho Corporate Bank (China),Ltd., Shenzhen Branch
5 China Citic Bank 46  Bank of Shanghai
6 Mizuho Corporate Bank(China), Ltd. 47 Norddeutsche Landesbank Girozentrale Shanghai Branch
7 Bank of Montreal Guangzhou Branch 43  KBC Bank N.V.,Shanghai Branch
8 Citibank (China)Co., Ltd. 49 Australia and New Zealand Banking Group Ltd.,Shanghai Branch
9 Credit Suisse First Boston Limited Shanghai Branch 50  Australia and New Zealand Banking Group Ltd.,Beijing Branch
10 Standard Chartered Bank Shanghai Branch 51 Mizuho Corporate Bank Ltd.,Beijing Branch
11 ING Bank N.V. Ltd. Shanghai Branch 52 Mizuho Corporate Bank Ltd.,Dalian Branch
12 Societe Generale Ltd. Shanghai Branch 53 Societe Generale Ltd. Guangzhou Branch
13 Duetsche Bank AG Shanghai Branch 54 United Overseas Bank Limited Shanghai Branch
14 HSBC Bank(China)Company Limited 55  The Bank of East Asia(China)Limited
15 China Development Bank 56  Shenzhen Development Bank
16  JP Morgan Chase Bank(China) Company Limited 57  Shenzhen Ping An Bank Co., Ltd.
17 Sumitomo Mitsui Banking Corporation Shanghai Branch 58  The Bank of East Asia, Beijing Branch
18 Duetsche Bank AG Beijing Branch 59 Bank of Beijing
19 The Export-Import Bank of China 60  The Bank of East Asia, Xi’an Branch
20 Agricultural Bank of China 61  The Bank of East Asia, Shenzhen Branch
21 Industrial Bank 62  The Bank of East Asia, Guangzhou Branch
22 Xiamen International Bank 63  The Bank of East Asia, Chengdu Branch
23 Hang Seng Bank (China) Limited 64  The Bank of East Asia, Chongqing Branch
24 BNP Paribas(China) Ltd. 65  The Bank of East Asia, Dalian Branch
25  The Bank of tokyo-Mitsubishi Ltd. Shanghai Branch 66  The Bank of East Asia, Xiamen Branch
26 ABN AMRO Bank (China) Co., Ltd. 67  The Bank of East Asia, Zhuhai Branch
27 Commerzbank Shanghai Branch 68  The Bank of Nova Scotia, Guangzhou Branch
28  BNP Paribas LTD,Beijing Branch 69 Chiyu Banking Corporation Ltd.,Xiamen Branch
29 Fortis Bank Shanghai Branch 70 UBS AG Beijing Branch
30  Bank of America Shanghai Branch 71 Banca Intesa s.p.a, Shanghai Branch
31 Credit Agricole Indosuez Shanghai Branch 72 BNP Paribas Ltd., Shanghai Branch
32 Huaxia Bank Ltd. 73 Skandinaviska Enskilda Banken AB (publ).
33 China Merchants Bank 74 Barclays Bank PLC Shanghai Branch
34 China EverBright Bank 75  Ningbo Commercial Bank Co., Ltd.
35  Bank of America Beijing Branch 76 CITIC KA WAH Bank Limited, Shanghai Branch
36 Dresdner Bank Shanghai Branch 77 China Bohai Bank
37  Royal Bank of Scotland public Ltd. Shanghai Branch 78  Svenska Handelsbanken AB(publ).
38  China MingSheng Bank 79 First Sino Bank
39 Shanghai PuDong Development Bank 80  OCBC Bank(China)Limited
40  Bank of America Guangzhou Branch 81  China Zheshang Bank
41  Platinum Natexis Banques Populaires,Shanghai Branch
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Banks as Market Makers in Trading of Renminbi against Forex

in Interbank Spot Forex Market

Aok B #A. 20075512 A31H By December 31,2007

FS 8R1T
No Banks
L hEET
Bank of China
5 REREBHT
China Construction Bank
3 T
China Citic Bank
. AT
China Merchants Bank
5 IR SRFFREA TR R A =M 5317
Bank of Montreal Ltd.,Guangzhou Branch
6 HERAT (PE) ARATF
Citibank (China)Co., Ltd.
, hETREHRG
Industrial and Commercial Bank of China
o CSHHET
Bank of Communications
o REGILET
Agricultural Bank of China
o bl
Industrial Bank
I GhE) HRAT
HSBC Bank(China)Company Limited
1 SEEETHATAIRA W L7
Standard Chartered Bank Shanghai Branch
3 BRSEUT (RE) AR
ABN AMRO Bank (China) Co., Ltd.
4 LEERRRET
Shanghai PuDong Development Bank
s S H TR AR A
Bank of Tokyo—Mitsubishi UFJ(China),Ltd.
6 ARSI AN L i
Sumitomo Mitsui Banking Corporation, Shanghai Branch
;7 REDEEST
China EverBright Bank
g CREIRAEET
China Minsheng Bank
o HEEBEITBGANRA R L
Deutsche Bank AG, Shanghai Branch
o | EEEMT
Huaxia Bank
5 EETFRHET
China Development Bank
by BEEETICEBATIR AR 7 Ly 4T

Credit Agricole Indosuez Shanghai Branch
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Major Events in

China’s Foreign Exchange
Administration in 2007

January

From January

The SAFE cooperates with the
Legislative Affairs Office of the
State Council to revise the Regu-
lations on Foreign Exchange
Control of people’s republic of
china and solicits opinions from

relevant departments

January 5

The SAFE releases the Detailed
Rules on Implementation of
the Measures for the Admini-
stration of Individual Foreign
Exchange, details the Measures
for the Administration of Indi-
vidual Foreign Exchange, and
specifies that the annual quota
for individual foreign exchange
sales and domestic individual
foreign exchange purchases is
the equivalent of USD 50,000

per capita each year.

January 20-21
The 2007 National Foreign

Exchange Administration Con-

ference is held, at which the
SAFE implements the spirit of
the Central Economic Work
Conference and the National
Financial Work Conference,
comprehensively summarizing
foreign exchange administra-
tion work in 2006, conducting
an in-depth analysis of the cur-
rent situation, and studying and
arranging foreign exchange

administration work for 2007.

February

February 1

The Measures for the Admini-
stration of Individual Foreign
Exchange and the detailed rules
on their implementation come

into effect.

March

March 12

The China Banking Regulatory
Commission and the SAFE
jointly promulgate the Interim

Measures for the Administra-

tion of Trust Companies’ Over-
seas Financial Management
Business, which allow quali-
fied domestic trust companies
to conduct overseas financial

management businesses.

April

April 9

The new generation foreign
exchange transaction system
in the China Foreign Exchange
Trade Center officially begins
to trade spot, forward, and
swaps of RMB against foreign
currencies. This system is able
to support both the RMB/for-
eign currency market and the
foreign currency/foreign cur-
rency market simultaneously
and to support two trading
modes, i.e., inquiry trading and
bid-offer methods.

April 9-May 31
The SAFE carries out special
inspections of capital inflows

and sales of foreign exchange
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in 10 coastal regions including
Guangdong, Fujian, Jiangsu,
Zhejiang, Shandong, Liaoning,
Dalian, Qingdao, Xiamen and
Ningbo.

April 30
The SAFE Working Rules are

promulgated.

May

May 10
China’s Balance of Payments
2006 and China’s Balance of
Payments Report 2006 are re-
leased.

May 18

The BOP Statistical Branch
under the National Statistical
Society of China is established.

May 21

The fluctuation range of the
transaction price of the RMB
against the USD on the inter-

bank spot exchange market

expands from 3%o to 5%o, i.e.,
the daily transaction price of the
RMB against the USD on the
inter-bank spot exchange market
can fluctuate within the range of
5%o of the mid price for the day
of the RMB against the USD, as
published by the China Foreign
Exchange Trade System.

May 25

The SAFE releases China’s In-
ternational Investment Position
for Year-end 2006 and revises
the relevant data for year-end
2004 and 2005 which had been

released the previous year.

May 28

Trial operation of the off-site su-
pervision system of the services
trade goes into effect in 9 re-
gions including Jiangsu, Fujian,
Tianjin, Shanghai, Beijing, Hu-

nan, Hubei, Sichuan, and Anhui.

June

June 11

The Ministry of Commerce and
the SAFE jointly launch the
Circular on Further Strength-
ening and Standardizing the
Examination, Approval, and
Regulation of Direct Invest-
ments in Real Estate by For-
eign Investors to further regu-
late foreign exchange access
to and management of the real

estate market.

June 18

The SAFE holds a “Train-
ing Conference on Balance of
Payments Statistics” with the
International Monetary Fund to
highlight and discuss the basic
definitions, statistical principles,
statistical methods, latest sta-
tistical progress, and statistical
experiences of various countries
concerning balance of payments

statistics.

June 30-July 1
The Party Team of the SAFE



convenes the Central Team En-
larged Conference on Theoreti-
cal Study, studying and imple-
menting the important speech
of Hu Jintao, general secretary
of the CPC, at a senior course
for ministerial officials and
provincial heads at the Party
School of the CPC Central
Committee on June 25 and the
spirit of the National Financial
Work Conference that was held
at the beginning of the year, re-
searching and discussing issues
on improving the efficiency of
supervision over cross-border
capital flows in light of the
actual work situation of the
SAFE.

July

July 2

The SAFE approves Sinopec
Finance Co., Ltd. with the sta-
tus of the first finance company

to enter the inter-bank foreign

exchange market for trading.
July 31

The China Insurance Regula-
tory Commission and the SAFE
jointly release the Interim
Measures for the Management
of Overseas Investments with
Insurance Funds in order to
enlarge the fund sources and
investment scope of overseas
securities investment with in-
surance funds and to further
perfect supervision of overseas
securities investment from in-

surance companies.

August

August 1

The SAFE directs the China
Foreign Exchange Trade Center
to release the Master Agree-
ment on RMB and Foreign Ex-
change Derivative Products in
the National Inter-bank Foreign
Exchange Market (2007 edi-
tion), which contains the exist-

ing forward and swap business

of the RMB against foreign
currencies and reserves space
for other derivative products to

be introduced in the market.

August 2

The SAFE promotes the ar-
chival database system of
enterprises’ foreign exchange
business nationwide to exercise
focused management and infor-
mation sharing of the basic in-
formation and business archives
involving the foreign affairs of
enterprises, making substantial
progress in facilitating data
integration and comprehensive
utilization, and providing a data
basis for achieving entity super-

vision and off-site supervision.

August 13

The new portal Web site of
internal information is put into
operation. The scope and extent
of internal information sharing
within the system are deepened

and its functions are enriched
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and improved. Moreover, an
official business supervisory
function is utilized in the of-
fice automation system. The
security and protection capacity
of the government Web site is
strengthened and the level of IT
applications for office work is

raised considerably.

August 20

The SAFE approves a pilot
program for direct foreign port-
folio investments by domestic
individuals, in which individual
residents are allowed to directly
conduct foreign portfolio in-
vestments with proprietary for-
eign exchange or with foreign
exchange purchased with RMB
through special channels in the
pilot areas.

End of August
The redesigned government
Web site (English edition) is

completed.

September

September 1-30
Publicity activities of “Run-
ning Businesses with Honesty

Month” are carried out.

September 4

The SAFE approves an over-
seas securities investment quo-
ta of USD 4 billion for China
Southern Fund Management
Co., Ltd. This is the first QDII
fund that obtains an overseas
securities investment quota
since the release of the Mea-
sures on the Administration
of Qualified Domestic Institu-
tional Investors.

September 14

Together with the Ministry of
Commerce and the National
Bureau of Statistics, the SAFE
releases the 2006 Statistical

Bulletin on China's Outward
Foreign Direct Investment. This
is the first time that the three
institutions jointly release statis-
tical data on all Chinese indus-

tries.

October

October 25-26

The Party Team of the SAFE
convenes the Central Team En-
larged Conference on Theoreti-
cal Study to earnestly study and
implement the spirit of the 17th
National Congress of the Com-

munist Party of China.

October 31

The SAFE promulgates China’
s Balance of Payments for the
First Half Year of 2007 and
China’s Balance of Payments
Report for the First Half Year of
2007.



November

November 20-22

In order to implement the spirit
of the 17th National Congress of
the CPC and research methods
for strengthening and improving
foreign exchange administration,
Administrator Hu Xiaolian leads

an investigation to Guangdong.

End of November

The SAFE completes the fi-
nal check on the revisions to
the Regulations on Foreign
Exchange Control of people’s
republic of china and the Legis-
lative Affairs Office of the State
Council has the revised regula-
tions reviewed by other relevant
departments and reported to the
State Council for deliberation.

December

From December
The SAFE realizes bilateral data

exchanges with the customs
and data exchanges with the
national taxation authorities
in 11 coastal provinces (cities)
and implements an electronic
exchange for tax refund data for
enterprises that have complete-
ly carried out the online Export
Verification Reporting System.

December 21

The trial operation of the For-
eign Exchange Business System
for Direct Investment is carried
out in Liaoning province, and
online operations and IC card
registration management are re-
alized among the SAFE, banks,
enterprises, and accounting of-
fices.

December 23
According to the decision of the
State Council, Wang Xiaoyi is
appointed deputy administrator
of the SAFE.

End of December

China’s foreign exchange re-
serves reach USD 1528.2 bil-
lion, an increase of USD 461.9
billion over the end of the pre-

vious year.

of Foreign Exchange
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Major Foreign Exchange Rules and Regulations Pro-
mulgated in 2007
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A. General

1

Circular of the State Administration of

Foreign Exchange on Relevant Issues of
Foreign Exchange Administration In-

volved in the Restructuring of Foreign-
funded Banks

D/C: HuiFa[2007]No.15

Date of Promulgation: March 20, 2007
Effective Date: March 20, 2007

Summary: According to the Regulations of
the People’s Republic of China on the Ad-
ministration of Foreign-funded Banks, the
problems of foreign exchange administration
related to the restructuring of foreign bank
branches are regulated, including business
qualifications, general position management
on foreign exchange sales and purchases,
transfer of foreign exchange capital and
swaps of local and foreign currencies, ac-
counting items for foreign exchange sales
and purchases, surplus quotas for short-term

external debts, and overseas guarantees, etc.

Circular of the State Administration of

Foreign Exchange on Printing and Distrib-
uting the Measures for Foreign Exchange

Control in Bonded Areas under Customs

Supervision
D/C: HuiFa[2007]No.52

Date of Promulgation: August 15, 2007
Effective Date: October 1, 2007

Summary: Enterprises in the “bonded areas
under customs’ supervision” (hereinafter
referred to as bonded areas) may conduct set-
tlements in RMB or foreign currencies. The
enterprises can make payments in foreign
currency when the capital flows and circula-
tion are inconsistent; enterprises within the
bonded areas are allowed to directly handle
in banks the opening formalities of foreign
exchange accounts under the current account.
The quota requirement for a foreign exchange
account under the current account is revoked
and enterprises are allowed to retain foreign
exchange income under the current account.
Also, transactions under the accounts of
goods, services, and capital of the enterprises
within the bonded areas can be paid with
purchased foreign exchange; and enterprises

within the bonded areas can import and ex-




port goods without going through foreign
exchange receipts and payment verification.

Circular of the General Affairs Department
of the State Administration of Foreign Ex-
change on Forwarding the Decision of the
State Council on the Fourth Batch of Revo-
cations and Adjustments of Administrative
Approval Items

D/C:Hui ZongFa [2007] No. 189

Date of Promulgation: November 20, 2007
Effective Date: November 20, 2007

Summary: 186 administrative approval items
are revoked and adjusted; specifically, 4 items
of the SAFE are included on the list of revo-
cations as determined by the State Council.
They are: “Verification on foreign exchange
purchases that banks handle for individual
residents without ID cards because of repeat-
ed serial numbers,” “Verification of foreign
exchange purchases for overseas reinsurance
requested by insurance companies,” “Exami-
nation and approval of value maintenance
business under the debt account conducted

by entities lending funds overseas directly

through overseas institutions,” and “Exami-
nation and approval of annual risk exposure
in hedging transactions of overseas futures of

state-owned enterprises.”

B. Foreign exchange statistics and

management of the foreign exchange

market

4

Circular of the State Administration of
Foreign Exchange on Adjusting the Modes

of Administration on Market Access and
Withdrawal for Bank Business of Spot
Purchase and Sale of Foreign Exchange

D/C: HuiFa[2007]No.20

Date of Promulgation: April 17, 2007
Effective Date: April 17,2007

Summary: It adjusts the modes of administra-
tion of market access and withdrawal for bank
foreign exchange purchases and sales. Foreign
exchange sales and purchases in the head of-
fices of such banks as policy banks, nation-
wide commercial banks, urban commercial
banks, rural commercial banks, solely foreign
—funded banks, and Sino-foreign equity joint
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banks and rural cooperative financial institu-
tions, as well as branches of foreign banks,
are subject to the approval and examination
system. Foreign exchange sales and purchases
of branches or other affiliates of banks that
are not within the above scope are subject to
administration of market access of the record-

filing system.

Circular of the State Administration of

Foreign Exchange on Relevant Issues Con-
cerning Foreign Exchange Administration
on Exchange Rate Exposure of Gold Busi-
ness Conducted by Banks

D/C: HuiFa[2007]No.42

Date of Promulgation: July 30, 2007
Effective Date: July 30, 2007

Summary: Banks are allowed to decide on
their own to incorporate the exchange rate
exposure of the gold business to the general
position in the foreign exchange sales and
purchases of the banks according to squaring
position. Any bank that squares position of ex-
change rate exposure of gold business through
the general position in foreign exchange sales
and purchases shall fulfill the filing, statistics,
reporting, and other obligations.

Circular of the State Administration of

Foreign Exchange on Relevant Issues
concerning the Improvement of Foreign
Exchange Administration of Foreign Cur-
rency Exchange Agencies

D/C: HuiFa[2007]No.48

Date of Promulgation: August 8, 2007
Effective Date: August 8, 2007

Summary: With the consent of the authorized
banks, the foreign currency exchange agen-
cies may handle the re-conversion business of
converting RMB into foreign banknotes with
a cumulative amount of not more than the
equivalent of USD 500 per capita per day for
overseas individuals with their own valid ID
cards. For foreign currency exchange agencies
that are established on the premises within
the boundaries but outside the customs, the
aforesaid quota can be raised to the equivalent
of USD 1000 (including USD 1000). Through
negotiation with the authorized banks, the for-
eign currency exchange agencies may decide
on their own the posted prices with reference
to the relevant regulations of the exchange
price administration of the People’s Bank of
China.




7

Circular of the People’s Bank of China on
Relevant Issues concerning Opening RMB

and Foreign Currency Swap Business in
the Inter-bank Market

YinFa[2007]No.287

Date of Promulgation: August 17,2007
Effective Date: August 17, 2007

Summary: Regarding the currency swap busi-
ness of the RMB against the USD, EURO,
JPY, HKD and GBP, domestic institutions
with membership in the inter-bank forward
foreign exchange market may conduct RMB
and foreign currency swap business in the in-
ter-bank foreign exchange market. The SAFE
implements record-filing administration of
the RMB and foreign currency swap business,
and the China Foreign Exchange Trade Center
provides a RMB and foreign currency swap
transaction system for statistics on and super-

vision of foreign exchange transactions.

C. Foreign exchange administration

under the current account

8 Circular of the State Administration of For-

eign Exchange on Printing and Distributing

the Detailed Rules for the Implementation
of the Measures for the Administration of

Individual Foreign Exchange
D/C: HuiFa[2007]No.1

Date of Promulgation: January S, 2007
Effective Date: February 1, 2007

Summary: Individual foreign exchange sales
and domestic individual foreign exchange
purchases are subject to annual quota man-
agement, i.c., the equivalent of USD 50,000
per capita per year respectively. Administra-
tion of foreign exchange receipts and pay-
ments under the individual current account,
administration of individual foreign exchange
under the capital account, administration of
the individual foreign exchange account and
foreign currency banknotes, and administra-
tion of the management information system
for individual foreign exchange sales and pur-

chases are regulated.

Circular of the State Administration of

Foreign Exchange and the Ministry of
Commerce on Relevant Issues on Abolish-

ing the Trial Measures for Assessment of
Export Proceeds in Foreign Exchange

D/C: HuiFa[2007]No.35
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Date of Promulgation: June 14, 2007
Effective Date: July 1, 2007

Summary: The Trial Measures for Assess-
ing Export Proceeds in Foreign Exchange
(HuiFa[1999]No.103) are abolished and the
relevant assessments of export proceeds in
foreign exchange in 2006 are cancelled. The
SAFE will no longer adopt differentiated treat-
ments based on the assessment ranks of export
proceeds in foreign exchange when handling
the release of export verification forms and
qualifying enterprises for automatic verifica-

tion of export proceeds in foreign exchange.

Circular of the State Administration of
Foreign Exchange on Relevant Issues
Concerning Implementation of the Online
Release of the List of “Highlighted Enter-
prises” Handling Foreign Exchange Sales

D/C: HuiFa[2007]No.33

Date of Promulgation: June 19, 2007
Effective Date: June 19, 2007

Summary: The SAFE officially initiates a
release management system of highlighted
enterprises handling foreign exchange sales
from July 15, 2007. The electronic list of

11

released “highlighted enterprises” handling
foreign exchange sales in this system has the

same effect as the paper-based documents.

Circular of the State Administration

of Foreign Exchange on Further Perfecting
Relevant Issues Concerning the Adminis-
tration of “Highlighted Enterprises” Han-
dling Foreign Exchange Sales

D/C: HuiFa[2007]No.45

Date of Promulgation: August 3, 2007
Effective Date: August 3, 2007

Summary: The circular regulates the docu-
ments that need to be submitted by the high-
lighted enterprises to the SAFE in handling
the transfer of original currency back to the
entrusting parties under the export agent
account for the authenticity verification of
foreign exchange sales. The export customs
declaration of foreign exchange collection
under trade through settlement methods of
L/C and collection, and that under such trade
financing as export bill purchases, forfeiting,
and export factoring shall not be used in han-
dling the sales of non-corresponding foreign

exchange collection.




12 Circular of the State Administration of

Foreign Exchange on Retaining Foreign
Exchange Income under the Current Ac-
count by Domestic Institutions

D/C: HuiFa[2007]No.49

Date of Promulgation: August 12, 2007
Effective Date: August 12, 2007

Summary: The circular revokes the quota
management of the foreign exchange account
of domestic institutions under the current ac-
count and domestic institutions may retain
foreign exchange income under the current

account according to their operational needs.

D. Foreign exchange administra-

tion under the capital account

13 Circular of the State Administration of

Foreign Exchange on Issues Related to

Management of the 2007 Short-Term Ex-
ternal Debts of Financial Institutions

D/C: HuiFa[2007]No.14

Date of Promulgation: March 2, 2007
Effective Date: April 1, 2007

14

Summary: The circular regulates the spe-
cific scope of the short-term external debt
quotas for financial institutions, reduces the
short-term external debt quota of financial
institutions in 2007 and the surplus of the
short-term external debt in phases, regulates
the quota administration of the short-term ex-
ternal debt of foreign-funded bank branches
after they are transformed into banks with a
legal person status, defines the scope of veri-
fication of the short-term external debt quota
of financial institutions by the SAFE and its
branches, and regulates the requirements for
registration and data reporting of the short-

term external debt of financial institutions

Circular of the State Administration

of Foreign Exchange on Printing and Dis-
tributing the Interim Measures for the Ad-
ministration of Trust Companies’ Overseas
Financial Management Business

YinJianFa[2007]No.27

Date of Promulgation: March 12, 2007
Effective Date: March 12, 2007

Summary: The circular regulates examina-

tion and approval of the business qualifica-

20074 b B N LB IR FIR

of Foreign Exchangc‘

nnual Report 2007 State Administration




of Foreign Exchange

ual Report 2007 State Administration

Ann

C & 3 A 3R

=

2007 #= b =

15

o000 Bﬁ i ¥
Appendix

tions, business management, quota of foreign
exchange payments for investment, account
and capital management, business operations
and risk control, information disclosure and
supervision, etc. of trust companies’ overseas

financial management business.

Circular of the General Department of

the State Administration of Foreign Ex-
change on Printing and Distributing the
Operational Rules of Foreign Exchange
Administration for Domestic Individuals
Participating in Employee Shareholding
Plans and Employee Stock Option Plans of
Overseas Listed Companies

HuiZongFa[2007]No.78

Date of Promulgation: March 28, 2007
Effective Date: March 28, 2007

Summary: The circular regulates the opera-
tional process of the foreign exchange busi-
ness involved in individual participation in
Employee Shareholding Plans of overseas
listed companies and individual participation
in Employee Stock Option Plans allocated by
overseas listed companies, relevant issues on
foreign exchange administration for applying

employee shareholding or quotas of foreign

16

exchange purchases or payments in execut-
ing the right of option, the payment issue of
required capital for executing rights and the
operational process of executing stock op-
tions with non-cash methods, etc.

Circular of the Ministry of Commerce
and the State Administration of Foreign
Exchange on Further Strengthening and
Regulating the Examination, Approval,
and Supervision of Foreign Direct Invest-
ment in the Real Estate Industry

ShangZiHan[2007]No.50

Date of Promulgation: May 23, 2007
Effective Date: May 23, 2007

Summary: The circular regulates that for-
eign investment in the development and
operation of real estate shall strictly follow
the project principle, and strictly controls
mergers and acquisitions or investments in
domestic real estate enterprises through the
mode of round-tripping investment (includ-
ing the same actual controller). The foreign
exchange administration departments and
designated foreign exchange banks shall not
handle the formalities of foreign exchange

sales and purchases under the capital account




17

for foreign-invested real estate enterprises
that have not completed the filing formalities
as stipulated by the Ministry of Commerce
or that have not undergone the joint annual
inspection for foreign-invested enterprises.
In addition, the foreign exchange adminis-
trations shall not handle such formalities as
foreign exchange registration for foreign-
invested real estate enterprises that have been
illegally established.

Interim Measures for the Administration
of Overseas Investment with Insurance

Funds

Decree of the China Insurance Regulatory
Commission, the People’s Bank of China,
and the State Administration of Foreign
Exchange (No. 2 of 2007)

Date of Promulgation: June 28, 2007
Effective Date: June 28, 2007

Summary: The measures regulate the qualifi-
cations of the parties to overseas investments
with insurance funds, application manage-
ment, account management, investment
management, risk management, information
disclosure and reporting, and supervision and

administration, etc.

18

19

Circular of the State Administration of
Foreign Exchange on Printing and Distrib-
uting the Measures for Off-site Verification
of External Debt Data of Banks (trial)

D/C: HuiFa[2007]No.44

Date of Promulgation: July 31, 2007
Effective Date: July 31, 2007

Summary: For off-site verification of regis-
tered external debt data, the circular regulates
the management principle, main content,
modes, requirements for reporting bank state-
ments, and bank accounting title setup and
utilization, etc. to conduct off-site verification

work.

Circular of the State Administration of
Foreign Exchange on Issues Relating to
Delegating to Lower Levels the Review and
Examination of the Capital Sources of For-
eign Exchange for Overseas Investment

D/C: HuiFa[2007]No.47

Date of Promulgation: August 8, 2007
Effective Date: August 8, 2007

Summary: The SAFE branches are autho-
rized to take responsibility for verifying the
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capital sources of foreign exchange capi-
tal in overseas investment projects with a
value equivalent to over USD 10 million,
and there is no need for SAFE verifica-
tion. The verification documents shall be
copied and reported to the SAFE for the
record.

E. Foreign exchange administra-

tion inspections

20 Circular of the General Affairs Depart-
ment of the State Administration of
Foreign Exchange on Revising the Re-
porting System of the SAFE on Foreign
Exchange Inspections and the Working
System of the SAFE on the Collective
Review of the Investigation and Punish-
ment of Foreign Exchange Cases

D/C: HuiZongFa[2007]No.75

Date of Promulgation: March 26, 2007
Effective Date: May 1, 2007

Summary: The reporting system of the SAFE
on foreign exchange inspections regulates
the work reporting systems, including the
annual work plan and the summary report
of the foreign exchange inspection, the re-
port on major cases, the report on special
inspections, and the report on the handling
of inspections, etc. The “Working System of
the SAFE on the Collective Review of the
Investigation and Punishment of Foreign Ex-
change Cases” regulates the establishment of
case review committees of the SAFE and its
branches with the rights of foreign exchange
inspection and punishment, the rights and
responsibilities of the committee members,
and the work requirements and procedures
for the case review committees.
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Overview of SAFE

Major Functions

1. Designing and implementing the balance of
payments (BOP) statistical system in conformi-
ty with international standards, developing
and enforcing the BOP statistical reporting
system, and collecting relevant data to com-
pile the BOP statement;

2. Analyzing the BOP and foreign exchange
positions, providing policy proposals with
aim to achieving an equilibrium BOP position,
and conducting feasibility study on the convert-
ibility of the renminbi under capital account;

3. Drafting rules and regulations governing for-
eign exchange market activities, overseeing the
market conduct and operations, and promoting
the development of foreign exchange market;
analyzing and forecasting the foreign exchange
supply/demand positions and providing the
People's Bank of China (PBC) with proposi-
tions and references for the formulation of ex-
change rate policy;

4. Promulgating regulatory measures governing
foreign exchange transactions under current ac-
count and supervising the transactions accord-
ingly; monitoring and regulating the foreign
exchange account operations both in China and
abroad;

5. Managing and monitoring foreign exchange
transactions under capital account, including
inward and outward remittance and payments;

6. Managing foreign exchange reserves of

the state in accordance with relative rules and
regulations;

7. Drafting foreign exchange administration
rules, examining the domestic entities' com-
pliance with foreign exchange administration
rules and regulations, and penalizing institu-
tions engaging in illegal practices;

8. Participating in relevant international finan-
cial activities; and

9. Performing other duties and responsibilities
assigned by the State Council and the PBC.

Head Office

Apart from its Communist Party of China
(CPC) Committee, the SAFE Head Office
consists of 7 functional departments includ-
ing the General Affairs Department, Balance
of Payments Department, Current Account
Management Department, Capital Account
Management Department, Supervision and
Inspection Department, Reserve Management
Department, Human Resources Department
(also known as the Internal Auditing Depart-

ment).

General Affairs Department is responsible
for: 1) Organizing and coordinating the daily
operations of the Head Office and manag-

ing the electronic system for administrative



operations; 2) Providing proposals on major
financial and foreign exchange policies based
on research; 3) Legal affairs; 4) Press releas-
es, publicity, and information management;
5) Accounting work and foreign affairs activi-
ties; 6) Confidentiality and archives manage-
ment, and handling letters and calls from the

people; 7) Government purchasing.

Balance of Payments Department is re-
sponsible for: 1) Designing and implementing
the statistical systems for the balance of pay-
ments, foreign exchange receipts and pay-
ments, foreign exchange sales and purchases
with banks, foreign exchange accounts and
other items under the administration of the
SAFE, and compiling the relevant reporting
forms; 2) Supervising the foreign exchange
receipts and payments of banks; 3) Monitor-
ing the execution of renminbi exchange rates,
conducting research on the exchange rate
formation mechanism, and providing propos-
als on exchange rate policies; 4) Supervising
operations of the inter-bank foreign exchange
market and foreign currency settlement in
China; 5) Analyzing and forecasting the BOP
and foreign exchange positions.

Current Account Management Department
is responsible for: 1) Supervising foreign ex-

change operations under the current account;

2) Formulating and implementing rules and
regulations governing foreign exchange oper-
ations under the current account; 3) Monitor-
ing and performing off-site surveil—lance on
the verification of export proceeds and import
payments as well as the operations of foreign
exchange accounts; 4) Performing other duties
assigned to the SAFE in relation to current ac-

count administration.

Capital Account Management Department
is responsible for: 1) Supervising capital and
financial account transactions; 2) Monitor-
ing foreign exchange receipts and payments,
foreign exchange sales and purchases with
banks, and foreign exchange account activi-
ties under the capital and financial account;
3) Conducting statistical forecasts and early-
warning on the capital and financial account; 4)
Formulating and enforcing relevant business

rules and regulations.

Supervision and Inspection Department is
responsible for: 1) Preparing rules and regula-
tions on examination and inspection of for-
eign exchange transactions; 2) Conducting in-
vestigations on unsound or illegal foreign ex-
change operations, and taking punitive actions
accordingly; 4) Deploying and guiding SAFE
branches in the examination and inspection of

foreign exchange activities.
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Reserve Management Department is re-
sponsible for: 1) Operating and managing
state foreign exchange reserves and gold re-
serves according to relevant national strategies
and principles of foreign exchange reserves
and gold reserves; 2) Operating the required
reserves of foreign exchange deposits with the

PBC's authorization.

Human Resources Department (Internal
Auditing Department) is responsible for: 1)
Formulating and enforcing rules and proce-
dures in relation to personnel management,
staff training and education, salaries and ben-
efits, overseas assignments, and internal audit-
ing; 2) Managing the organizational structure,
authorized size, and staff management; 3)
Managing overseas assignments; 4) Conduct-

ing internal auditing as authorized.

SAFE CPC Committee is responsible for:
Managing CPC party affairs and mass work in
the SAFE Head Office and Beijing-based af-

filiated institutions.

Public Service Units

Four public service units are under the man-
agement of the SAFE, including the Central
Foreign Exchange Business Center, the Infor-
mation Center, the General Service Center,
and the Editorial Office for Foreign Exchange

Administration of China Magazine.

The mandate of the Central Foreign Ex-
change Business Center is mainly identical
to that of the Reserve Management Depart-

ment.

The Information Center is responsible for: 1)
Drafting the plan for electronic construction
of the SAFE; 2) Designing, developing, op-
erating, and maintaining the application sys-
tems for foreign exchange administration; 3)
Coordinating the requirements for IT services
by the departments and business units of the
SAFE; 4) Rolling out the application systems

for foreign exchange administration.

The General Service Center is responsible
for: 1) Formulating and enforcing the pro-
cedures, rules, and regulations on general
logistics; 2) Conducting logistics supply, real
estate and property management, document
printing, transportation services, safety af-
fairs, reception arrangements, security affairs,

and medical services.

The Editorial Office of the Foreign Ex-
change Administration of China Magazine
is responsible for: editing, publishing, and
distributing the Foreign Exchange Adminis-

tration of China Magazine.



SAFE Staff Education Structure by the End of 2007
(Altogether 427 Persons)

10%

E Master and above
B Bachelor
O Other

63%

SAFE Staff Age Structure by the End of 2007
(Altogether 427 Persons)

6%

O30 and below
W 31-40
O041-50
O051-60

Branch Network

The SAFE sets up branches and administrative offices in different provinces, autonomous regions,
and municipalities either directly under the Central Government or with a vice-provincial status. In
addition, the SAFE establishes a number of central sub-branches and sub-branches in some cities
and counties. These branches, central sub-branches, and sub-branches operate in the same office
premises as the local PBC branches and sub-branches. At end-2007, the SAFE network was struc-
tured as follows:

Branches
Layers of organization Head Office . . . Central Sub-branches Sub-branches
(Administrative Offices)

Number of institutions 1 36 301 516
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