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Executive Summary

n Q3 2012, growth of the Chinese economy slowed down and stabilized as positive changes
Icontinued to emerge. Consumer demand remained stable, growth of fixed- asset investments
was stable and fairly rapid, and growth of exports recovered slightly. The outlook for the
agricultural harvest was good; growth of output in the industrial sector stabilized. Growth of
price levels declined further and the employment situation remained stable. In the period under
review, GDP increased 7.7 percent year on year to RMB35.3 trillion yuan; the consumer price

index was up 2.8 percent year on year.

The PBC has followed the overall arrangements of the State Council, continued to implement
a sound monetary policy, made policy measures more forward-looking, targeted, and flexible,
and increased the strength of fine-tunings and preemptive adjustments. The deposit reserve
requirement ratio was cut one more time and the floating range of loan interest rates was
widened. In view of the changes in liquidity supply, reverse repo operations were conducted to
meet the reasonable demands of the banking system for liquidity and to guide market interest
rates to move in a stable manner. Measures were taken to guide financial institutions to optimize
the credit structure. The reform of financial institutions continued to make progress, and the

flexibility of the RMB exchange-rate regime increased.

Money, credit, and all-system financing aggregates grew relatively rapidly and the loan
structure continued to improve. At end-September 2012, the outstanding balance of broad
money M2 increased 14.8 percent year on year to RMB94.4 trillion yuan; the outstanding
balance of RMB loans was up 16.3 percent year on year and registered an increase of RMB6.72
trillion yuan from the beginning of 2012, RMB1.04 trillion yuan more than growth during the
corresponding period of 2011. In the first three quarters of 2012, all-system financing aggregates
posted RMB11.73 trillion yuan. The lending interest rates of financial institutions declined
further. In September, the weighted average lending rate offered to non-financial enterprises
and other sectors posted 6.97 percent, a reduction of 0.09 percentage point from June. At end-
September, the central parity of the RMB against the US dollar was RMB6.3410 yuan per dollar,
a depreciation of 0.25 percent from end-June, whereas the real effective exchange rate of the
RMB depreciated 0.99 percent.

At the current stage, the fundamentals remain basically unchanged to support stable and
fairly rapid growth in China. The Chinese economy is expected to continue steady and fairly



Executive Summary

rapid growth. With urbanization, informatization, industrialization, and modernization of
the agricultural sector, the structure of the economy is moving in the anticipated direction.
Yet, as the domestic and global environment for the Chinese economy remains complicated
and external demand remains sluggish due to the continued impact of the financial crisis,
endogenous drivers for growth need to be strengthened. Various factors, both structural and
cyclical, have an impact on economic growth. This has made the task of structural adjustments
and the transformation of growth patterns even more imperative. It is necessary to manage
the macro-economy in view of the ongoing structural changes and in accordance with the
law of economic performance, to continue to accelerate structural adjustments and reform, to
consolidate and optimize asset allocations, and to allow the long-term growth potential to be
fully unleashed.

Going forward, the PBC will continue to implement the overall arrangements of the CPCC
Central Committee and the State Council, focus on the theme of scientific development
and transformation of the growth pattern, follow the principle of seeking progress amidst
stability, properly handle the relationship among stable and fairly rapid growth, structural
adjustments, and management of inflation expectations, and attach more importance to the
goal of stable growth. The sound monetary policy will continue and the macroeconomic
management measures will become more targeted, flexible, and forward-looking. Fine-tunings
and preemptive adjustment measures will be strengthened to strike a balance among economic
growth, price stability, and risk prevention. It is of vital importance to maintain a stable
monetary environment and to create conditions for the internal self-adjustment and stability
mechanism of the market economy to work. A variety of monetary policy tools will be used,
and the macro-prudential policy framework will be improved to keep market liquidity at a
reasonable volume and to guide money, credit, and all-system financing aggregates to grow in
a stable and appropriate manner. Measures will also be taken to improve the effectiveness of
monetary policy, optimize credit resource allocations, address structural problems in the supply
and demand of credit, and strengthen financial services to the real economy. Steady steps will
be taken to advance market-based interest-rate reform and to guide financial institutions to fully
use their right to float interest rates. The RMB exchange-rate regime will be further improved
to increase currency flexibility in both directions. Measures will be taken to promote the sound
development of the financial market, to allow direct financing to play a greater role, and to meet
diverse financing demands. Furthermore, efforts will be made to deepen the ongoing reform of
financial institutions, to effectively prevent systemic financial risks, and to preserve the stability
of the financial system.
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1AH 4.79 26.22 69.00 22.33 25.51 8.76 922 3.17
2H 5.53 27.59 66.88 23.12 23.76 7.98 8.61 3.40
3H 4.62 2495 70.43 21.12 26.99 9.48 9.41 3.43
4H 5.03 23.06 7191 20.76 28.92 10.10 8.98 3.16
5H 5.35 24.08 70.57 20.51 28.90 9.73 8.31 3.12
6H 7.92 25.08 66.99 19.94 27.87 8.90 7.66 2.63
7H 9.51 24.38 66.11 19.74 26.78 9.13 7.61 2.85
8H 11.61 22.66 65.73 19.64 26.45 8.30 8.33 3.01
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8H 0.20 | 0.96 2.08 243 3.21 159 | 248 2.70 3.11 244 | 404
9H 0.17 | 0.63 1.45 1.65 213 1.88 | 2.05 2.09 2.24 215 | 3.36
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