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Yields and Currency Composition of Foreign
Reserves and Hot Money in China

LIUGANG SHENG
(Virginia Tech)
HoNGYAN ZHAO
(Peking University)

Abstract We estimate the yield and currency composition of Chinese foreign reserves
and hot money inflow during the period of 2000—2006. The annual yield declined from 4. 8 %
before 2003 to 2. 3% —2.5% after 2003, and the ratio of euro-denominated assets in foreign
reserves increased from 7. 2% to 26.7%. The increase in euro-denominated assets is mainly
attributable to the appreciation of euro rather than Chinese government's acts to diversify its
assets. Based on the estimated yield and currency composition, we estimate the amount of hot
money inflow and find no influx of hot money during the first half of 2006.
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