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Research on Change in Foreign Reserve Management
Model from the Currency Composition
and Yield in China

LIU Li-ya

(School of Finance sShanghai University of Finance and
Economics , Shanghai 200433 ,China)

Abstract: Based on the assumption that there were dollars and the euro
and yen in China’s foreign reserve,the paper constructed the decomposition
equation of the foreign exchange reserves growing rate and adopted recursive
residual to identify the presence of abnormal points, and dummy variables
and moving average methods were used to handle abnormal points phenome-
na. Then this paper adopted a CUSUM test for the revised data to confirm
August 2003 as the structural break-point and the sample were divided into
two sub-samples to estimate the theoretical model and we found: (1) before
August 2003, foreign exchange reserves gave a yield of about 3.66% and the
euro assets accounted for approximately 11.78 % ;after August 2003, the euro
assets rose to about 21.79% and the yield rose to 4.03%.(2)on this basis,
this paper adopted the estimated currency structure as weights to get a
weighted average yield of China’s foreign exchange reserves in the sample
period,and compared the yield with FDI investment returns and GDP growth
rate of the same period to educe the importance and necessity to change the
current foreign reserve management mode to the positive foreign reserve
management mode that emphasized market-based means to improve yield.
And,this paper gave the future study framework on active foreign reserve
management model.

Key words: currency composition; CUSUM test; active foreign reserve

management model (%% & £
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