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China Research Team with
international standards

2H2017 Macro Outlook: Resilient Growth and Normalizing

Inflation

Raising our China forecasts for 2017~18

Hot Research

CPI climbed and PPI
continued to fall: May
inflation data review

al macro economies

China Research Team with international standards

NFWC stressed risk prevention, reforms, & measured

opening-up: Comments on the fifth National Financial Work
Conference

Recommand

China' s FX reserves
recorded gains for the

third consecutive month...

Where are we in the
growth and policy cycle?
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PBoC Watch

China’s FX reserves recorded gains for the third consecutive month

Comments on April FX reserves data

Event

China's FX reserves rose by US$20.4bn to US$3,030bn in
April, following a US$4.0bn increase in March (Figure 1). In SDR
terms, FX reserve holdings edged down to 2,2106n in April from
2,218bn in March.

Meanwhile, China’s gold reserves remained at 59.24mn
ounces (or 1,842.6 metric tonnes) for the sixth month, with the USD
value rising by 1.74% to US$75.0bn in April.

Comments

The increase in the dollar value of FX s again
partally helped by a weaker USD in April. The USD ndex
softened further by 1.3% in Apri, on the back of rising uncertainties
around “Trumpflation” policy implementations, reduced political
uncertainties in France/Europe, and continued cydiical lmr\gm in the
Euroland. More speifically, EUR and GBP strengthened by 2.3% a
3.2% against the USD in April, respectively, while JPY/USD remamm
large it

we exchar
boosted the valuation of China’s FX hoidings by around
USSZ} A4bn in April.

Net FX outflows may have also remained muted in April. Net of
the , the implied FX. down to US$3bn in
April using the same calculation, compared with US$6bn in March
(Figure 2). The average daily FX trading volume in the onshore market
edged up by 3.8% MoM to US$24.6bn in Apri, but the absolute level
remained relatively benign (Figure 3).

Looking forward, chlnu FX reserve level may continue to

hold e wrell e tom was . W ot he B dcpreoaum
"o fade further in 2017, driven by the recovery o

iment returs and  roi atively weaker USD. Accord\r\q'% taruwl

FDI outflows, higher ratio of exporter repnmauon as weﬂ as

g R FX external debt in 2017, all likely to support the FX
On the other hand, there may be limited upside for the US dollor

muex this year considering the reduced political urcentlries I me
Euroland and the relanveN cydical strength of Euroz
Therefoe, the valustion effect mav not be a big drag Tor the dotor
value of China's FX reserves
! See our report The USE3om question: how does China alocate s FX resenes?

pihedon iy 1, 016
our report S of moderation for China captal outfiows, published on April 24,

First page / 36 pages
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