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Problems and Suggestion for Improving to the
Exchange Sterilization Operation of China’s Central Bank

HE Yan

(Economics School Huazhong University of Science and Technology, Hubei Wuhan, China,430074)

Abstract: Due to the successive double favorable balance of both the current account
and the capital account in Payment of Balance, the Official Foreign Reserve grows very
quickly. Now, China has become the second largest exchange-holding country, next only to
Japan. At the same time, exchange share in the base currency resulted from huge exchange
reserves has posed pressure on the monetary policy of the central bank. So the central bank
took sterilization operation to keep the basic stability of RMB’s exchange rate and money val-
ue. But the adverse effect of the sterilization operation has become more and more apparent,
which calls for instant reform and adjustment. This article analyses the background and ef-
fect of the exchange sterilization operation,refers to the experience of other countries, and
comes up with approaches to current problems.

Key words: exchange sterilization; exchange share; sterilization operation
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