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Empirical Analysis of Foreign Exchange Reserve’s Exchange
Rate Risk Management in China
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Abstract: Based on the date of real exchange rate in China’s foreign exchange market from December

31,1999 to March 31,2005,an empirical analysis was made of how to efficiently apply the modern invest-

ment theory to foreign exchange reserve’s exchange rate risk management in China. And some useful con-

clusions have been drawn from the analysis, such as: the foreign exchange rate risk has dramatically de-

clined after the application of portfolio among different reserve management; the portfolio average revenue

is far higher than the investment revenue of only holding US dollar asset.
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