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Executive Summary

As a result of the package of stimulus plans aimed at addressing the international financial
crisis, China’s economy saw more positive factors and an increasingly stronger momentum
of stabilization and recovery in the first half of 2009. The agricultural sector developed in a
sound manner, industrial production growth accelerated, consumption expanded rapidly, and
investment increased at a more rapid pace. In the first six months of 2009, China’s Gross Domestic
Product (GDP) registered 14 trillion yuan, representing growth of 7.1 percent year on year, and
the Consumer Price Index (CPI) declined 1.1 percent from the same period of the last year.

In accordance with the overall arrangements of the CPC Central Committee and the State Council,
and to serve the primary task of supporting economic growth, expanding domestic demand,
and restructuring the economy, the People’s Bank of China (PBC) implemented a moderately
loose monetary policy. The PBC guided financial institutions to step up support for economic
development while making sure that risks remain under control, ensuring that aggregate money
and credit supply meet the demands of economic development; properly conducted open market
operations with appropriate timing to ensure ample liquidity in the banking system; guided
financial institutions to optimize the credit structure, pursued differentiated credit policies,
strengthened credit support to agriculture, rural areas, and farmers, small- and medium-sized
enterprises (SMEs), employment, education, post-disaster reconstruction, consumption, and
other programs aimed at improving social welfare, and provided greater financing support to
industrial relocation, independent innovation, and programs designed to promote balanced
regional economic development. The PBC also enhanced the coordination of monetary policy
with fiscal policy and industrial policy to create a favorable monetary and financial environment
for economic development.

In general, the moderately loose monetary policy has been transmitted effectively. From January
to June 2009, aggregate money and credit grew rapidly and the credit structure was further
optimized, playing an important role in reversing the economic slowdown and boosting market
confidence, and effectively supporting sound and rapid economic development. At end-June
2009, broad money supply M2 stood at 56.9 trillion yuan, a year-on-year growth of 28.5 percent
and an acceleration of 11.2 percentage points from the previous year. Corporate and household
demand deposits increased substantially, while loans continued to expand rapidly, with medium-
and long-term loans accounting for a larger share and consumer loans growing at a faster pace.
In the first half of 2009, RMB lending increased 7.37 trillion yuan, 4.9 trillion yuan more than
growth during the same period of the last year. At end-June, RMB lending totaled 37.7 trillion
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yuan, a year-on-year rise of 34.4 percent and an acceleration of 20.2 percentage points from the
previous year. Lending rates offered by financial institutions continued to drop. In June, the
weighted average interest rate of loans to non-financial companies and other sectors was 4.98
percent, down 0.58 percentage point from the beginning of the year. The RMB exchange rate
remained basically stable at an adaptive and equilibrium level, with the central parity of the
RMB against the US dollar posting 6.8319 yuan per dollar at end-June.

China’s economic development is now at a critical stage of stabilization and recovery. Difficulties
and challenges remain, an economic recovery is yet to be firmly established, and there are still
many unstable and uncertain factors both at home and abroad. However, as the package of
plans aimed at addressing the international financial crisis is further implemented, domestic
demand is expected to expand further and the economy will continue to grow in a sound and
relatively rapid manner.

In the next stage, in accordance with the overall arrangements of the CPC Central Committee
and the State Council, the PBC will continue to take the task of promoting sound and relatively
rapid economic development as the top priority of financial macro-management. It will ensure
policy consistency and stability and will continue the moderately loose monetary policy to support
economic stabilization and recovery. The PBC will properly manage policy priorities, pace, and
intensity, pay attention to the support that money and credit growth extends to the real economy,
balance the relationship between supporting economic development and preventing and resolving
financial risks, and maintain proper money and credit growth. It will continue to guide financial
institutions to optimize the credit structure, follow credit principles, and strike the right balance
between supporting economic growth and restructuring the economy. It will also continue to
advance the market-based interest rate reform and to improve the RMB exchange rate formation
mechanism. It will press ahead with the reform of the financial system so as to improve the
competitiveness of financial institutions and the efficiency of financial markets in resource allocation
and to maintain financial stability.
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