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In 1994, the Chinese Economy maintained
a sustainable,
Monetary performance was sound and smooth.
The financial and foreign exchange system

rapid and healthy growth,

reforms were carried out smoothly, and great
success was achieved. The successful imple-
mentation of monetary policy and further
strengthening of financial supervision by the
Pecple’s Bank of China ensured the stability of
the value of currency ond the growth of
economy. Currency issuance and the growth
of state bank loans were kept within targets.
The structure of bank loans was effectively
adijusted,thereby meeting the financing needs
of agriculture and state key construction
projects. Financial order gradually improved
and the financial market operated normally.
The RMB exchonge rate was stoble. State
foreign exchange reserves increased sigri-
ficantly.

In 1995, the PBC will implement a moder-
ately tight monetary policy to ensure a signifi-
cant slowdown of inflation from the previous
year, and the target is to contain inflation to
about 15 percent. The PBC will
strictly control money and credit growth, to
contain ihe growth of broad money within the

therefore

target of 23-25 percent. Meanwhile financial
supervision will be strengthened to protect the
interests of depositors and secure orderly
competition and safe operation in the financial
sectar. The newly implemented reform measu-
res in the financial and foreign exchange area
will be consolidated and further improved.
With regord to financial system reform, the
PBC’ capability to control money supply

Address by the

Governor

be
indirect

reinforced and

will increased  use of
monetary  pelicy  instruments  is
envisaged. Efforts will oiso be focused on
accelerating  transformation of specialized
banks into commercial banks, on promoting
assets-and-liabilities ratio management and
risk managemert, and on further improving
the quality of loans. Urban cooperative banks
will be established by stages. The success in
the foreign exchange regime reform will be
consoiidated, and the exchange purchase and
sale system improved. The financial sector in
general will continue to open up to foreign
participation. The insurance system reform
will be accelerated to promote development
and orderly competition of the domestic
insurance market. The Law of the People’s
Repubic of China on the People’s Bank of
China will be fulty enforced to strengthen
macroeconomic regulation ond secure the
sound performance of the financial sector with
the objective achieving the torget.
stabilizing the currency.

of

Zhu Rongji
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CHINA'S MACROECONOMIC AND FINANCIAL PERFORMANCE IN 1394

I 1491 0,01 steps wore foken m China's scoramic system

reforms  ard substartial achievemerts were mace i macro-
econorie control ono adjustments. Based on the high growth
“otes cLang the previous Lwo years. the economy maintained the
romertum o fast growth. GRP amounted to 1. % tridlicn yuar. o

real growth rate ef 11, 84",

ic and Financial

(1)

Substantial Increase of Aggregate Supply. Despre ratural

ais0Sters. OgnzUIture Sector expenenced bumper harves:s. while
*he agrcultural agdad-value crounted to 823. 1 bi'lon yuon.

mulhor: or;

arcwing by 3.3 . Food grain autput toladed 1113
overed. orailing

Cerecl output reached 19, ximilhon ton. registerirg his:o

ang £O'TON ProULIC N was W millior ton.

record. Ouiputs of meat. eggs. sguatic products. and Tucs.
we. . all erjoyed substantiat rerease. Industiy grew strorg'y .

wt ar cdded-value of 1845, @ bilion yuan. growirg by 182,
Initial Control of Overgrowth of Fixed Assets Investment.

Fxce osset;

Investmer: of the whals society amaunzed tc 1.5

i billion yuan. mcreosing by 27,87 « down by 3. ¥ percentage

ponts from lhe previous y=ar's i# 8 . With the nlslionary

fac ors brirg deducied. the real rale ol ncreose wos 10,8, .

The structure af investment continued 1z be urproved. with the

AND MONETARY POLICY IN 1995

oanking. foreign exchange , foreign trade. mvesLmen:, preirg .
and Commerce systems. in accordance with the recuremen-s for

estatlishing she socichisl markel eccnormy. With great forts of
all POrkes of the country. objectves have Den ocheved o
erpecten,

Sigrihcart Progress in Banking System Reforms.

* “he Peaple's Bark of China (PBC).

-stienglhened 1fs moneary ond credit contel In @ centreli-
200 monner ;

cevelaped monctary policy INStrumen‘s. ¢

. . adwsiment
of raics of lending 1o hnancial Mshiutions wos odopted o1 the
nrst ime to centain menetory demand :

-established an coffice ¢ open narket cperation in Srangrm
to abserb ano relecse meney (hrough the “oreign exchangs
morket s

cdoptes cfficially money supply s key indico'ors for
mocrs control.

1 Tne Siale Developriznt Bask (SDBY. Crina kmport aro
Expor- Bark (CIEB). ond Ching Agncuitural Development Bank
(CADE: have bren oificially croates ans pat wita opera”or -
marking che prelirrincry completion o the seporation o° pol.cy
and cormercial banking.

113 The speciclized banks implemertea c:

t-hbinty roua

managerrent Lnder laan ceings. 1hus Movirg ‘oweia stete

ircrease of shores of Investment In encrgy - rew i atenals - ard
telccommunications  seeters.  Transporlation  capacity  of
roilwoys.  ex . Cnd poes expenoncen opansien.

cng

Furtner progress wos achieved In key constructior projecs -
137 large- ene mediim-size Capiel COPSIrLCHOr prejcts were
completed ard put nio oporuzan. Lontrbung 1o i
rFiomerium 9° ecoromic growlh

Prosperity and Activeness of Domestic Consumers” Markets.
The relail sales o coTsUMer goous duning the past yeu® lotaheo
L3, s billor yuon. growing by 41 27+ ood. wih the
ceaucmion of mflutionary foc'ors. the real growtn roze was 7
5 . Tre qup beweer wbon ona fol Greas contraced
crazuolly. wit1 @ diflerence of 1. ¢ percentage paints belween
tne growth rmie of 33, 2'% N urbon Greas. ard 26, 1
whieh wes Yower *hen such cifforence of 1he previous yeor by 6.6
percentage poin‘s.

irowth

apid Development of Forcign Trade. and Continued

of Actwal Utilization of Foreign Capital. Lost years oxparts
“otallec US 5 121, 9 Eillior . growing by 314

yar. while 1mocrLs tofallea US 115, 7 binon. 11, 2!

cver the previons

growt,
Foreign race erjoyed US § 3 o reversa o
The imported
commadiies wos further Impraved. evidenced oy e Increast o

3 bllion surplus.

y2ars' aencns. shuclure ol exsorlcd and

preportions of rechinery ard eloctae produc nons i cxporls. ord

sxparsion of irported raw motenals ono machiesry  and

Lost «cl utiizatior of

lransporiotion  eqLiprients. yeurs ac

fureigr coprial omounted e USS 3 & tilior growng by 17 1

over the prewiaus yeor.
DI griowrled US S 375, 2 bilion. up by 2. &

Decisive Steps in Kconomic System Reforms.

among which. farcigr cireet I scsimens

Maor refarm

measures bove boen coker o the 4

1ds of wscal Laxeticr .

sroal ponks,

1 In reforms of the foreign exchenge regime . unificstisn o

change rates hos been suscessfutly cormied oul. arg the

system of exchangs purchasirg ard sciling “ully implerented.

resulting in stobilizazen and oppreciation of the Renring: (IMB)
cxehargn rale, o8 well us reglizing conarfional corverl bili*y of
RMB LAder current account.

Significant Achievements of Financial Macro-Control. Cunng

last year. -be c

rel bark snctly contrelled agaresate

it « and solily srengihencd banking supervisior . achiesiry
sinble fimoncicl performance. Brood morey supply - M2, tolaliea
st gbilbon yuan a* the end ol lust year. growng by 45 |

ove" the previoLs year: narrow money supply . M1. wes 2.1
oither . Casr issuonce amewnteo to 112, 1

WwithIn G

guen. up by 26,3

iz yuon. L

Bultion fess than the previous year .
plarned torgets. Of cturrency m crrculation ot the erd ol the
yeor. M. agcounled ‘or 721

L bitlion yuan. on incresse o' 21

3 compared to the previous year. Money liquidity wos

zcreased. refizctec by the declining of the proporticns cf M

I 15 M2 by 1. 3 cid 2. i Jercen:age paints. down to 15,5
ama 14.R' . respectively. Savings deposits n wrban and rurel

otzas ncreased By 11,5374 with an net increase of 631 5 bitlion

yuan: cnterpnse deposits increased by 273. 3 billion yuci. up g

25 %" bankspayment capobiiity was strenghened. Credr
scale Pos been controlled within the plonned targets. wir Lhe
sale bonks extending 381. & billion yuan of new loans. "o be
dedacted by 65 7 billlon yuon of addhtional loans beyenc the
cigital plan ‘or the pUTPOse ¢f pUFChasINg agriculiura) prod s
Cr

It s'Tuctures were (mproved. I that taans for agricultuiry
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nputs were mcreased. and capital needs for key consteuct on
Juoronteed. The country's foreign exchange reservesreached US
$ 315 billicn. up by US $ 30. 1 billion over the previous year , an
norease of 1.1 tmes. leoding fo the strengthening of
niernotionol payment copabily.

Major Problems in the Economic Performance. The
agncultural bosis 15 stll 00 weok 10 meet the demonds of
scoramic growlh and improvement of living standords. A number
of state owned enterpnses (SOEs) ore expenencing aifhicul1es of
arocuction and operation. ond hence low profrrability.  The
serious problem of chains of debts hos Imposed major Mpacts on
the normal economic activines. Irflation has been ocoeteraled.
“eflected by the excessive price rise of reloil goods ond services.
The ma,ar coLses of excess ve price rising can be summonsed os
fallows.

) Major measures of price deregulation and adjustments
toker in the past few years. parnicularly the erormous ncrease
of prices o* food grams. catton, and oil n 1891, have pushed the
nse of genercl price level:

1) Rapic growt of fixed usse's nvestment s0d consunplion
funds 1 1he past few years hos COUSed @XCOSSIVE MNCIary
1ssuance. promoting price nse out of both derrand- pull ona cest-
push:

W nsufficient agriculiucl  nputs o some  arecs.
deenrated by serous natural disastes. have caused stort
supply of ogncultural produce. and thus enormous increase o
foou prices:

1w} Inadeauately regulanzed market and pricing benaviors.
oczampanied by chaotic order cf eireulation. widely existing of
urreasorakle price hiting and cherges - have el played roles in
pushing prices. The Chinese Gevernment hove taken not e of
these problems - ard have cdopled a nuvber of measures Lc cark
them. The Governiment wilt continue its e*forts to solve the mojor
proklems in e ecanomy . for the purpose of sustomnable. fast
and healthy, ecorcimic growth.

1995 Macroeconomic and Financial
Performance

‘rends and Monetary Policy

In 1467, Ching will sirengthen and Improve macra-cortrol -
focusing of curbirg ansation. and mainiein the favorable
momertum of ecanomic growtk. Genarally speaking. growtr o°
socil agaiegute cemard wil slow down. and mvestrent
expansior will be funthor contamned. Nevertheless. due <o the stil
SUorQ NOlVENior Of expansion. Increase of IPvestment witl ga
down. but nol toc nuch. Consumplion demands wil become
more achive. wih “he rafe of growth also going up. Export
growth wil somewhat slow down. while the exchange rale 15
expectzd 10 cenlnue 1o mantan stabiity.  Agnculiural

production 1s expecled 10 be be'ter than in 1941, Inftotionary
pressure will be dlleviated. and price nse 15 estimoted to be
around 13 . Reol growth of GDP 15 expected 1o be between §—
Q.

For the purpase of oromoting refarms cnd opening to the
outsice world.  mamtainng  currency  stobility. and  thus
enharcing cconomic grewth. PBC n 19

will - mpiement
moderately tight monetary policy. The major policy mensures e
as follows.

Under

1) Growth of meney supply will be strctly monitorzs.
‘e aircumstances of high money stock ond  substantial

inflationary pressure continuously existing m recent years. the
crowth target of money supply determined for the year s shightly
lower than the corbination of the torgets set for economic
crowth and prize rise.

11) Structure of new loans will be furtter odjusted. so os to
ensure policy-oriented finanaing needs for the state key
construction projects and purchase of agriculturai produce. The
Froportion af ogricultural inputs will be raised, and firancing for
nan-key construction projects and enterpnses suffering from non
marke-able products ard low  profitability will be strictly
constraned. Among the year’s new loans to be released by state
banks. the increase of loans for the agricultural sector will be
aignificantly lorger than the overall increase of all loans.

11 Asset-hiobilily rotio management for the banking sector
wil be sirerglhened. with o wiew o impraving secunty-
luwigity. and profitability of the use of credit funds. Hence.
adpustment of loon stocks wil be osieved . and fund crculotion
will be expedited. $0 Gs 1o alleviate pressure of demands for new
lpans.

vy Supervision of tinancial mstitutions will be tghtened.
Those zasting fitancial institutions not yet approved will
deliritely be dissolved or mergered. ond. bosed on e
principles that business operations and managerents of different
Industries should be corried oul I o separated monner.
requionsed supervision will be imposed on existing bonks. ond
ron-burk firancial nstirutions (NBFIs). for the purpose of
rectityirg tre arder of the financial sector. and fationalizing t1e
charnels of financing.

w1 foresgn excho 1ge managerrent wil be stiengthened. Or
the posis of mowntarng sufficien: and proper levels of state

Ioreign exchorge reserves and improving the sys*em of exchongs
furchasing and selling attention will be paic: on the mpact of
increase o decrease of foreign assets on money supply. 10
tmely odjust domestic credit scale ond  structurss.  ond
ettectively contral the whole saciety’s money supply.

1) Capital markets will be reguianzed and deveioped
trrough further reforms o expedite fund circulation. In - the
reantime. by contraling  re-lending. the nstruments  of
reciscaunt and interest rates will Flay G farger role. toward the
erd o more efficient macro-control

Ir 1993, further decpening of financial system reforms . and
~rther widening of cpening-up n the financial sector. wll be
carmied out manly as follows -

~Conversion of PBC'S roles will be continued. so os to
grodually estoblish o macra-central system based or ndirect
control methods :

-state commercial banks will be further reformeds

-operatioral mechanisirs of policy banks will be irproved:

~pilot experimen's ond orgamization for urban cooperative
oanks will be carred out s -

“foreign exchunge purchasing and selling system wil be
corsumnated. to strengthen the country’s foreign exchange
“eserve management . ard .

~develop and enhance 1suronce markets.

-Al those wili serve to achieve he objectives ol curbing
1+figtion.ond fulfiling other tasks i the ecanomic ond finane al
fields fer the yeor
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B W & 4§ /1 B2
MACRO—ECONOMIC INDICATORS (in 100 million Yuan)/1

T #5338 Absolute Figures

I[:fng/vtr 1989 1990 1992 1992 1993 1994
No. of%;‘ag;?sé\l)o,ooo) 13742 11059 11508 14792 1484¢ 15100
. s
A %{DP/‘%“E” 15598 17681 20188 24363 31380 13800
”f%{}&fﬁf 2619 2951 3324 3939 4916 6650
i
e ?Pig'f il
Retail Soles of 7074 7250 8246 9705 12237 16053
Consumer Goods [
© ) Fiifﬁmfﬁfﬁf/s 2948 3313 3611 4153 5088 5182
/
—
Figﬁm‘fgefgg?/s 3040 3452 3814 4390 5287 5820
R
FiEd“‘-AﬁJﬂﬁgest 4138 4449 5500 7855 12458 15926
0B
04z %) 52.54 62,09 71.84 84,91 91.7¢ 121.00
+ Exports (bn. USD)
SO
A0 3 50) 59.14 63.79 80.59 103.85 11570
. Imports (bn. USD)
&
cfﬁ%fsﬁt:gﬁs 12409 15166 18044 21616 26461 31603
T 858 117. 80 102,10 102.90 105. 40 113. ¢ 121.70

Retail Price Index

1. A EER QE L. &% 8 THE Taivan, Hong Kong and Macao are not included in the statistics,

2 Bk B BRSO . WHIEHE T #7# 1 The absolute figures of GDP are based on current prices and the
growth based on constant prices.

3. K 1994 i , ERMBU A K H TR HFWAREH From 1994, tetal fiscal budget revenues and expenditures do not include

government’s borrowing and repayment expenditures.
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MACRO—ECONOMIC INDICATORS

1 bb EFEIFR) ) Changes

=g

Irems/Year 1989

BRI
No. of Employees(10.000)

Bl BfE 2
Ghre2

LS 13,05
Total Wages 1340
Ehe
A
Retail Sales of
Consumer Goods

8. 26

L4y L PN
Fiscal Budget Rev. '3

127

ERAT L3
Fiscal Budget Exp. /3

A L 7
Fixed Assets Invest .

a0 {Z %0 10,56
Exports (b, USD)
Jrinpnd i
aofz %

7 6. 98
Tmports (bn. USDY

THREAT M K

Credit by Stare Fanks 17.61

Fimn et

Retail Price Ingex

17.80

1980

280

12,37

18,18

1981

8. 00

9.

10,47

23.81

18.97

2,90

1. 96

18. 51

26.31

19. 76

1993

0,39

1340

24.8C

26. 0%

N
8

20.45

48,60

8. 03

28. 94

I
©

13. 00

1991

1.69

11. 84

25.40

* over the Previous Year
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© i g !
GDP i1 100 Hillon of Yuan
50000 - |
. 40000 |
|
30000 |- ‘
20000 '
10000 |- |
o J
1986 1989 1990 1991 1962 1993 1994
B 1
RGBS TUAFHEHLE | |
Growths of Money Supply and Industrial Output ':e%erﬁl ‘

i
| 50 - e

RS F)
x4k §, 7 fh(Total Industnal Qulputy

. 40 i
| ‘ '
. 30’ )
| [
20 - |
, |

931 932 933 934 941 942 943 944
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BALANCE SHEET OF CENTRAL BANK (in 100 million Yuan)

FE/ER
B SN OF)
SN
HE
B br & LA B )
AR B
A AR AT (I
AE 85 M-S RABLAR L
X ARG B B
T
AATHH
X & REHLA R
BAEWES
TFREDRE
TEALTEHX
AFRR BT AT
SEERIUE K
%
RO K
AHEE
Hea

Trems/Quarters
Forcign Assets (Net)

Foreign Exchange

Gold

Assets with International *
Clsims on Central Government

Claims on Deposit Money *

Claims on Non- monetary ™
Claims on Non—Financial Sectors

Reserve Money

Currency Issued

Liabilities to Financial Institations

Reserve Requirements

Deposit Money banks

Deposics with the People’s Bank

Deposit Money banks
Deposits of Non - Financial **
Bonds
Deposits of Central Government

Own Capital

Other Items (Net)

Financial Institutions
+¥ Banks

.

+»+ Financial Institutions

sws+ Institutions

1994. Q1

2437,

13612,

€308,

5934,

3072,

6

. 8

S

1994.Q2

3081.

2888.

12.

181.

6399.

3391,

3312,

3007,

280.

-274. 4

7

0

1994.Q3

3816.
3619.

12.

231.

708.

15193,

6923.

6634,

3683,

3571,

2950.

2590.

1636.

8

o

0

1994.Q4

17217,

7883,

7468. 3

3961.

3827,

3507,

3031,

1865.




HE AR TR - T T 15

R B AT R R R (RREK
BALANCE SHEET OF CENTRAL BANK (Growth Rate, %)

ML E Trems/Quarters. 1991.Q1  1994.Q2  1991.Q3  1994.Q1
[ 4R 3= Foreign Assets (Net) 81.1 139.5 133.0 187.3
il Foreign Exchange 814 144.1 171.7 197.8
) o Gald 0.0 0.0 0.0 0.0
TRl Gl HFLAD /7 1) Assets with International — * 90.9 98. 6 7.0 65.9
’ ATH YL AR AL Claims on Central Government 18.2 15,2 13.1 6.6
R {FAR 5 ARAT R AL Claims on Deposit Money Banks 39.4 36.6 216 8.8
AL 5T S RAHLEY T Claims on Non  monetary — ™ 21.2 38.3 59. 8 7.2
% s G AT B R Claims on Non- Financial Sectors 217 15.9 10.8 6.7
i &M Reserve Maney 38.3 10,1 37.2 29.6
HFRM Currency Issued 29.6 19.7 27.3 23.1
. A4 AL Lighilities to Financial - ~** 514 70.6 19.1 34.8
HoEEE Reserve Requirements 23.0 3.3 10.8 37.3
TP B A Deposit Money banks 25.5 345 13.0 39.0
PRITEE Deponsits with the People’s Bank 1121 167.3 B8 32.0
{ERFT AT Deposit Moncy banks 130. 6 187.0 83.9 32.6
E @I TERR Deposits of Non  Financial =" 20.7 33.5 36.6 39.4
% Bonds
: ot LI 46 8 Deposits of Central Government £8.2 156.8 120.0 76.0
HAO%RS Own Capiral ~9.6 —-9.6 —9.6 4.4
. T aE Other Ttems (Net) —33.3 3.1 §7.1

Financial Institutions

Financial Institutions

Institutions

«+x1 Institutions
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BALANCE SHEET OF STATE COMMERCIAL BANKS

¢in 100 miltion Yuan)
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Sectors.

++ Financial Institutions

+x+  Sectors

Financial Institutions

Items/Quarters
Foreign Assets (Net)
Rescrve Asscts
Reserve Requirements
Deposits with the People’s Bank
Cash m Vault
Central Benk Bonds
Claims on Central Government
Claims on Other "
Claims on Non —Monctary ™
Liabilites 10 Non  Financiol ™
Demand Deposits
Time Deposits
Savings Deposits
Other Deposits
Luabilites to Centra Bank
Liabilines to Non—monetary *™
Bonds
Owner’s Equity
Paid—in Capital

Other Items (Net)

1994. Q1

1i4.2

20303,

7541

1994.Q2

26.

33315

22147,

8490,

11723

12436,

143.

208.

1786.

1801,

[

B

1994.Q3

- 123,

5102

3208,

1807.

372.

13590,

63,

5490,

150

216,

1803,

1810

— 460,

7

4

o

1994. Q4

29. 3

6056,

3418,

2208,

418.

10182,

181.

188.

1848,

1811,

160.




