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~ Abstract

This book did a systematic research on the rapid increase of GDP,
exchange rate regime and foreign exchange reserve, industrial structure,
monetary policy; price standard, incomeé -and social security, than put
forward some related policy suggestions, which is based on the literature
reviews about econdmic development and business cycle: The creative
points and: main conclusions are summarized as followings ; .

Firstly, consumption’ demand’s contribution rate- to GDP-is around
50 percent, which is in the low standard of the: world. Capital input’s
contribution. to gross output is 53.3 percent, which exceeds the sum of
labor, technology and so on.

Secondly ;. based on international comparison, ‘the recent: industrial
structure of China is similar with the accelerating growing period of -devel-
o.ped countries. China economic: development has been in heavy-industry
period: In 2006, First industry, second industry and third industry’s
contribution to economic development are.9.77; 64.67 and 25. 66 per-
cent respectively. ‘ T .

Thirdly, Based on Agarwal model, this research measured optimum
scale of foreign exchange reserve in China, our coriclusions are as follow-
ing: From July of 2005 to June of 2007, the actual scale of China foreign
excharige reserve has added by 599. 892 billion dollars, which. is more
than the demand based on ‘measurenient by 304. 479 billion dollars.
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Fourthly, the monetary multiplier of China increases year by year.
The ratio of M, to base money was 4. 64 in 2006. Mirror image of foreign
exchange reserve plays more and more important role in deriving base
money. The ratio of mirror image of foreign exchange reserve to base
money was 97 percent in 2006. So mirror image of foreign exchange re-
serve is the most important driving power of monetary supply. Consider-
ing the fast-developing capital market of China, China should choose M,
to reflect inflation.

Fifthly, from 1991 to 2006, the contribution. of stock market to
consumption is 0. 0845. From 1995 to 2006, the contribution of stock
market to consumption is 0. 1337. From 2005 on, the contribution of
stock market to consumption increases to 0. 1951.. From. 1993 to 2006,
the contribution of stock market to investment is 0. 343. The related coef-
ficient between stock market index and consumption price index after 1
lyearis 21% . The related coefficient between housing price. index and
consumption price. index: after 1 year is 13%.

Sixthly, according to social security standard measurement model,
we can find that in 2006 the upper limit of optimum social security. is
11.93% and the lower limit is 10. 06% , in 2010 the upper limit of opti-
mum social security is 13.73% and the lower limit. is 11..86% .

This book put forward following suggestions: to increase. the contri-
bution' raté of labor, technology and first industry, third industfy to eco-
nomic development; to control the -excessive growth of foreign exchange
reserve and floating of exchange rate; to set up the warning system -of
price including M;; To develop the multi-level capital. ‘market;: to in-
crease the basic standard of social security. -~ - C

- - - '
Key Words: Macro-economy; Economic Development:; ‘Monetary Policy;
i Industrial Stricture ;- Social Security- 1
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