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Executive Summary

n 2011, in the face of complex situations both at home and abroad, policies aimed at macro-
Ieconomic management were adopted, properly handling their pace and dynamism and
producing good results. The growth rate of the Chinese economy and the growth of overall
price levels gradually stabilized, the balance of payments continued to improve, employment
figures were fairly good, and the performance of the macro economy was consistent with the
anticipated direction of the macro-economic management. In 2011 the Gross Domestic Product
(GDP) registered RMB47.1 trillion yuan, up 9.2 percent year on year, and the Consumer Price
Index (CPI) rose by 5.4 percent year on year.

The PBC implemented a prudent monetary policy and when necessary carried out proper
fine-tuning. In the first three quarters, facing growing inflation pressures, in accordance with
the overall arrangements of the State Council, the PBC, regarding inflation control as the
top priority of macro-economic management, employed a mix of various monetary policy
instruments and enhanced macro-prudential regulation. The deposit reserve requirement ratio
was raised six times by a total of 3 percentage points, and the benchmark lending and deposit
rates were raised three times by a total of 0.75 percentage point. Open market operations were
conducted in a flexible manner, and a mechanism for dynamic adjustments of differentiated
deposits required by the reserve ratio mechanism was adopted to guide the growth of
money and credit to gradually readjust and to keep the all-system financing aggregate at an
appropriate volume. In the last three months, in view of the spreading sovereign debt crisis in
Europe, deceleration of the domestic growth rate, and moderation of the price hike, the PBC
improved the targeting, flexibility, and effectiveness of policy measures, and took precautionary
measures for adjustments and fine-tuning; meanwhile, the issuance of 3-year central bank bills
was suspended, the deposit reserve requirement ratio was reduced by 0.5 percentage point,
and the parameters for the dynamic adjustment of the differentiated reserve requirement
were adjusted and optimized to guide financial institutions to step up credit support to small
and micro enterprises, rural borrowers, the agricultural sector, and follow-up projects of key
national projects. In general, the prudent monetary policy gradually produced results.

Growth of broad money supply gradually moderated and the RMB exchange rate became
more flexible. At end-2011, M2 recorded RMB85.2 trillion yuan, up 13.6 percent year on year,
representing a deceleration of 6.1 percentage points from the previous year. Outstanding RMB
loans were up 15.8 percent year on year, representing growth of RMB7.47 trillion yuan from the



Executive Summary

beginning of the year and a deceleration of 4.1 percentage points. In 2011, all-system financing
aggregates posted RMB12.83 trillion yuan and bond financing recorded a large increase.
In general, loan interest rates moved up. The weighted average lending rate offered to non-
financial enterprises and other sectors posted 8.01 percent. At end-2011, the central parity of the
RMB against the US dollar was RMB6.3009 yuan per US dollar, up 5.11 percent over end-2010.

At present, China is still at a stage of important strategic opportunities in terms of social and
economic development and there are various favorable conditions for the economy to continue
its stable and fairly rapid growth. Yet the economic situations at home and abroad are very
complex and serious. The sovereign debt crisis in Europe is unlikely to be resolved effectively
in the short term, and uncertain and unstable factors are on the rise in the global economy. The
unbalanced, uneven, and unsustainable problems and issues are obvious in China’s economic
performance and it faces both downward growth pressures and inflationary pressures.

In line with the overall arrangements of the Central Economic Work Conference and the
National Financial Work Conference, the PBC will follow the theme of sustainable development
and transformation of the growth pattern, properly handle the relationships to support
stable and fairly rapid economic growth, economic restructuring, and to manage inflation
expectations, continue to implement a prudent monetary policy, maintain policy continuity and
stability, closely monitor economic and financial developments at home and abroad, enhance
the targeting, flexibility, and forward-looking nature of the macro-economic management
measures, and initiate fine-tuning and preemptive adjustments as appropriate in order to keep
the overall price levels generally stable and to contribute to stable and fairly rapid economic
growth. A mix of various monetary policy instruments will be used and the macro-prudential
policy framework will be improved to make counter-cyclical adjustments, to further optimize
the credit structure on the basis of a proper aggregate volume, to make proper adjustments in
money and credit supply, to keep all-system financing aggregates at proper a volume, and to
provide good services to the real sector. The market-based interest rate reform and the RMB
exchange-rate regime reform will be advanced. The PBC will continue to promote the sound
development of financial markets and will deepen the reform of financial institutions. Effective
measures will be taken to mitigate and prevent systemic financial risks and to preserve the
stability of the financial system.
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