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Executive Summary

n the first quarter of 2011 the Chinese economy performed in a sound manner and continued
Ito develop in the direction intended by the macroeconomic management policies.
Consumption grew steadily and fixed-asset investment and import and export trade grew rapidly.
The output of the agricultural sector increased steadily and the performance of the industrial
sector improved. Household incomes continued to increase, but the general price level increased
fairly rapidly. In the first quarter of the year, the Gross Domestic Product (GDP) registered
RMB9.6 trillion yuan, up 9.7 percent year on year. The Consumer Price Index (CPI) rose by 5.0

percent year on year.

Since the beginning of 2011, in accordance with the overall arrangements of the Central Economic
Work Conference and the State Council, the PBC endeavored to strike a balance among
maintaining stable and fairly rapid economic growth, adjusting the economic structure, and
managing inflationary expectations; gave top priority to maintaining basic stability of the general
price level as the main target of macroeconomic regulation, earnestly implemented a prudent
monetary policy, and alternatelly employed a number of qualitative and price-typed monetary
policy tools to strengthen liquidity management and contain money and credit aggregates, to
maintain a reasonable size of the all-system financial aggregate and to promote the stable and
healthy development of the economy. The reserve requirement ratio was hiked four times by 2
percentage points cumulatively, and the benchmark deposit and loan interest rates were raised
two times by 0.5 basis point cumulatively. A dynamic adjustment measure of the differentiated
reserve requirement ratios was implemented, and a macro-prudential policy framework was
put into place, so as to encourage financial institutions to adjust the scale and pace of credit
extensions on a self-initiated basis. Efforts were made to guide financial institutions to earnestly
optimize the credit structure and to implement the differentiated housing credit policies.

Overall, the prudent monetary policy promoted the growth of money and credit aggregates to
return to the general gorwth rate. At the end of March 2011, broad money supply M2 recorded
RMB?75.8 trillion yuan, up 16.6 percent from the same period of the previous year, a deceleration
of 3.1 percentage points over the end of 2010. Outstanding RMB loans grew 17.9 percent year
on year, a deceleration of 2.0 percentage points over the end of 2010, and RMB2.24 trillion yuan
more than that at the beginning of 2011, a deceleration of RMB352.4 billion yuan year on year.
In the first quarter of 2011, the all-system financing aggregate increased by RMB4.19 trillion
yuan, and the share of direct financing rose remarkably. Lending interest rates of financial
institutions moved up steadily. At end-March, the weighted average lending rate of non-financial



Executive Summary

enterprises and other sectors reached 6.91 percent, up 0.72 percentage point over that at the
beginning of the year; the central parity of the RMB against the US dollar was RMB6.5564 yuan
per US dollar, up 1 percent over end-2010.

Looking forward, the PBC will follow the theme of scientific development, transformation of
the economic growth pattern, and the overall arrangements of the State Council, earnestly
implement a prudent monetary policy, properly manage the pace and intensity of policies,
maintain policy consistency and stability, and make policy measures well-targeted, more flexible,
and effective. Efforts will be made to strike a balance between controlling money aggregates and
restructuring the economy, and between promoting economic growth and containing inflation.
For the time being, as the economic growth and employment situations remain favorable, the
key is to stabilize the general price level and to manage inflation expectations.

Efforts will be made to enhance liquidity management and propetly manage the overall liquidity
level. The PBC will use a number of price and quantitative instruments as appropriate, such as
open market operations, reserve requirement ratios and interest rates, and will improve the
macro-prudential framework as a supplement to conventional policy instruments, so as to
maintain a proper size and pace of the all-system financing aggregate and to manage inflation
expectations. Efforts will be made to guide financial institutions to step up credit support to key
areas and weak links in the economy, in particular to small- and medium-sized enterprises,
agriculture, rural areas, and farmers, and to properly adjust the ratio of medium- and long-term
loans versus short-term loans. The PBC will steadily promote the market-based interest rate
reform and the reform of the RMB exchange rate regime, and will promote innovation in financial
products to maintain the healthy development of the financial market. Direct financing will be
expanded, and enterprises will be encouraged to raise funds by issuing equities and bonds. The
reform of financial institutions will be deepened to facilitate the establishment of a modern
financial enterprise system and to perfect the organization system for financial services.
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