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vious. The expansion of industry scale and the increase in R&.D investment
help to improve the technological efficiency of equipment manufacturing.

Key words: equipment manufacturing; ownership characteristics; in-
dustrial agglomeration; technological efficiency spillover
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Analysis on Potential Losses of China’s Foreign
Exchange Reserves Based on Numerical Simulation

ZHANG Ji', WANG Le’

(1.School of Insurance and Economics s University of International Business
and Economics. Beijing 100029, China ;2.Department of Financial Studies .
Beijing Financial Street Investment Group Co.,Ltd s Beijing 100033, China)

Abstract: The constantly accumulated foreign exchange reserves lead to
further expansion of potential losses of foreign exchange reserves assets.
Through the analysis of accumulation ways of foreign exchange reserves in
China, this paper considers that the losses are due to three main factors,
namely interest payments to write off bonds, the speculation of international
short-term capital and the appreciation of RMB against the U.S.dollar.Then,
it explores the losses of foreign exchange reserves under different influencing
factors by numerical simulation, and reaches the conclusions as follows:
firstly, the excessively rapid RMB appreciation gives rise to more losses of
foreign exchange reserves, so we should reform the exchange rates system
and make RMB more flexible according to the development of financial mar-
ket in China; secondly, the management mode of foreign exchange reserves
should be shifted from passive and defensive mode to proactive and invest-
ment-oriented one.On one hand, the controls of capital accounts should be
gradually released and individual and institutional overseas investment
should be permitted; on the other hand, the investment of China’s sover-
eign wealth fund, namely China Investment Corporation, should expand and
gain more benefits through marketization.

Key words: foreign exchange reserves; loss; RMB appreciation
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