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Executive Summary

n the first half of 2015 the performance of the Chinese economy was within a reasonable
Irange and structural adjustments were vigorously being driven ahead, leading to increased
economic vitality. The contribution of consumption to economic growth increased. Infrastructure
investments grew rapidly and the trade surplus continued to expand. There were also positive
developments in terms of industrial performance. The proportion of tertiary industry continued
to increase. Employment remained stable and consumer prices picked up moderately. In the
first half of the year, GDP growth was 7.0 percent year on year and the consumer price index

was up 1.3 percent year on year.

In accordance with the decisions and overall arrangements of the Party Central Committee and
the State Council, the PBC continued its sound monetary policy, focusing on implementing a
policy that is neither too tight and nor too loose and conducting timely and appropriate fine-
tunings and preemptive adjustments. Measures were taken to use various monetary policy
tools, including open market operations, a medium-term lending facility, and a standing lending
facility. The reserve requirement ratio was cut on two occasions and the PBC branches were
authorized to carry out standing lending facility operations so as to retain an adequate volume
of liquidity in the banking system. Benchmark lending and deposit interest rates were cut on
three occasions and reversed repo interest rates were lowered on seven occasions in order to
bring down market rates, to keep the real interest rate stable, and to create a neutral and sound
monetary environment. Management of desirable lending was improved, the parameters of
the policy management system were properly adjusted, and a targeted reduction in the reserve
requirement ratio was implemented on three occasions. Financial institutions were encouraged
to beef up support to small and micro enterprises, agriculture-related sectors, the construction
of major water conservancy projects, and the central/western regions. Pledged Supplementary
Lending (PSL) was utilized to help development financial institutions provide long-term, stable,
and low-cost funding for shantytown renovations. The market-based interest-rate reform was
further promoted. The upper limit of the floating band of deposit rates was raised to 1.5 times
the benchmark level, the upper limit on foreign-currency deposit rates was removed, and large-
scale certificates of deposit (CDs) to individual and institutional investors were launched. The
securitization of credit assets progressed. The volume of debt-financing instruments of non-

financial enterprises issued by micro, small, and medium-sized enterprises was expanded.
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Policy and development banks continued to strengthen their capital bases and the building of a

deposit insurance mechanism achieved breakthroughs.

The sound monetary policy gradually produced effects, as reflected in adequate liquidity in the
banking system, stable and rapid growth of money and credit, a continuous improvement in the
loan structure, a notable decline in market interest rates, and a basically stable exchange rate. At
the end-June 2015, broad money supply M2 was up 11.8 percent year on year. Outstanding RMB
loans were up 13.4 percent year on year, registering an increase of RMB6.6 trillion yuan from
the beginning of 2015, RMB537.1 billion yuan more than the increase during the corresponding
period of the last year. All-system financing aggregates grew by 11.9 percent compared with
the same period of the last year. In June, the weighted average loan interest rate offered to non-
financial enterprises and other sectors was 6.04 percent, a reduction of 0.92 percentage point
from the last year. At the end of June, the central parity of the RMB against the US dollar was
RMB6.1136 yuan per US dollar, an appreciation of 0.09 percent from end-2014.

The global economy is still recovering. As important features of the recovery, complications and
divergent performances will have a lasting influence on near-term global activities. In general,
resilient economies, which underwent rapid market clearing and structural adjustments,
revealed a stronger growth momentum. Under the background of global rebalancing, the
Chinese economy has entered a new normal state. In essence, this involves transformation of
the economic development pattern and structural adjustments. For the short term, structural
adjustments may result in downward pressures. However, they will inject energy for sustainable
growth in the medium and long run. During this process, it is important to strike a balance
among promoting steady growth, facilitating reform, making structural adjustments, improving
the people’s livelihood, and preventing risks. Innovations in macro-economic management

methods will be combined with the structural reforms.

The PBC will follow the strategic arrangements of the Party Central Committee and the State
Council, adhere to the guidelines of seeking progress while maintaining stability, take initiatives
to adapt to the new normal in the economy, continue to implement a sound monetary policy,
maintain policy consistency and stability, pay more attention to continuing a policy stance that
is neither too tight nor too loose, conduct timely and appropriate fine-tunings and preemptive
adjustments, create a neutral and proper monetary and financial environment for the
adjustment, transformation, and upgrading of the economic structure, and facilitate sustainable

and scientific development. Both quantitative and price-based monetary policy instruments
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will be employed, the macro-prudential policy framework will be improved, and a combination
of policy measures will be further optimized to keep liquidity at an appropriate volume and
to realize an appropriate growth of money, credit, and all-system financing aggregates. There
will be continued efforts so that finance will better serve the real economy, mobilize the stock
of credit assets, optimize the structure of new loans, and improve the financing and credit
structures. Numerous coordinated measures will be taken to address both the symptoms
and the root causes of the high financing costs. At the same time, reform innovations will
be emphasized and reform measures will be integrated with macro-economic management
policies. The market will play a more decisive role in resource allocations. In view of the
financial deepening and the innovations, the macro-economic management system, including
that of its transmission channels to the real economy, will be further improved. The efficiency
and capacity of the financial sector to provide services to the real sector will be improved. A
comprehensive set of measures will be put in place to safeguard the bottom line in order to

avoid the emergence of both systemic financial risks and regional financial risks.
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