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crease of 484. § billion yuan. The growth
rate of M1. the narrow money, which was
41. 2 percent at the end of last April. slid
down to 21. 6 percent, while M2, the
broad money. increased by 24 percent. The
reserve of state foreign exchange reached
$21. 2 billion. representing a slight increase
compared to the beginning of the year.

--Priority problems in the economy were
price level that still remained higher: fever-
ous investments in fixed assets that had not
been eased effectively. and remaining under-
developed infrasiructure facilities and funda
mental industries that failed to meet the
needs of rapid economic growth. So conse-
quently. the government and the central bank
have already paid high attention to these is-
sues, and the measures concerned have been
taken to tackle them.

IIl. Macroeconomic Development Trend
and Monstary Policy in 1994

In 1991. eccnomic system reform in Chi-
na will be proceded in all respects. Through
the process, China’ s economic system char-
acterized by market orientation will be further
established and resource mobilization and
allocation will gradually be rationalized. From
the viewpaint of periodic economic develop-
ment, China’ s economic growth had already
come across the peak. However. the overall
scale of fixed asset investment still re-
mained large.  which consequently led to
the existence of potential inflation pressure.
Such issues constitute significant factors af-
fecting the stability of China® s economy in
this year,

By and large. this year’ s GNP growth
rate will still be maintained at around 10
percent. Import and export will continue to
expand. The momentum of drice growth will

be inciined to be smooth. but its general
level will keep high.

In order to maintain smooth implementa-
tion of various reform measures and the
sound and rapid economic development. and
also to prevent the emergence of serious in-
flation the guiding principle of the financial
sector this year are to focus on continuing to
rectify financial order. smoothly pushing for-
ward financial reform. imposing strict control
over credit aggregates and reinforcing finan-
cial supervision.

In 1994 China’s financial reform targets
on

13 Transforming the functions of the
People’ s Bank of China so as to reinforce
its ability of macroeconomic control as the
central bark:

2: Organizing and establishing policy
banks. designed to separate policy-oriented
business from profit-making business

31 Smoothly accelerating the reform of
state-owned commercial banks:

11 Further deepening the reform of for-
eign exchange system and finalizing the uni-
fication of exchange rates: and.

51 Continuously deepening of the insur-
ance industry reform so as to gradualty form
the nation’ s insurance market with orderly
competition.

In 1994 the central bank will continue
to carry out relatively tightened monetary
policy. In addition to continue control on
credit scale and reinforcing management of
credit ceiling. the implementation of mone-
tary policy will be rested on such instruments
as relending. rediscounting, money base.
open market operations and interest rates for
adjusting monetary aggregates and achieving
the ultimate goal of stabilizing currency.
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