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The Reasons for the Formation of China’s Foreign Exchange Reserves
Han Baoxing

(Chinese Financial Research Centre of Southwestern University of Finance and
Economics, Chengdu, 610074)

Abstract: Since the reform of the foreign exchange management systemin 1994, China's foreign exchange
reserves began to enter a period of rapid growth. In 2006 china has become the largest foreign exchange reserves
country, therefore, it is essential to study the formation of China's foreign exchange reserves. In this paper,
empirical anaysis shows that the national debt was the main reason about the impact on Chinas foreign exchange
reserves, which China's current foreign exchange management system and the yuan pegged to the dollar's
exchange rate regime, macroeconomic stability and sustained growth, China's international balance of payments
surplus and other pairs of has become a driving force for rapid growth of China's foreign exchange reserves.

Keywor ds: foreign exchange reserves increase
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