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Recent changes In the currency regime
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Reserves have fallen since 2014

Foreign Exchange Accumulation and Intervention
(billions of U.S. dollars)
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Capital flows also play an important role
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Drivers (l1): Rising concern about the health of financial sector
and slowdow_n |n GDP growtn

Credit to non-financial corporates

(percent of GDP)
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Drivers (ll1): Continued anti-corruption campaign and changes in
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Net inflow reversal and reserves still ample in China
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Process not over — Rebalancing still under way



Excess saving

Investment and saving -~ Chinais major outlier in saving and
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Higher saving, particularly at lower income declles

Average household saving rates, per iIncome deciles
(In percent) |
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Spillovers to EMDES: Chinese foreign asset appetite, along with
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trade, resulting In large exposures to China
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1/ The 3 countries with largest financial/trade exposures to China in each region are depicted in red.

2/Estimates for 2016Q2 based on the differences between two vintages of BIS Locational Banking statistics for the same guarter (one vintage before and
the other after China and Russia were included as BIS reporting countries in November 2016).
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Excessive saving Is problematic for macroeconomic stability

< Allocating a higher share of income to consumption could both increase welfare and support growth
. in aless debt-intensive way

-+ Given home bias and capital account restrictions, high saving translates into excessive domestic

iInvestment which is unlikely to be absorbed efficiently

-?-‘_':-f'%-_*--'- » The fall in inefficient investment, without an increase in consumption, would widen the current
~account surplus, worsening global imbalances and undermining the multilateral trade system

- Better macro-policy mix should play a key role in the transition =
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