2012 £5—FE

Quarter One, 2012

FEGEMBRATRS

CHINA MONETARY POLICY
REPORT

P EARRITTIH BLRDITINA

Monetary Policy Analysis Group of
‘the People’s Bank of China

B ¥ & 4 K % A

China Financial Publishing House



20 Zx5—=E

Quarter One, 2012
PEEHBRERITRSE
CHINA MONETARY POLICY
REPORT

FEIANRIRITTIH BLIRSHTIA

Monetary Policy Analysis Group of
the People’s Bank of China

oL - N

China Financial Publishing House



T B
TR X B
THAEENH . 2RI

B B 7Ehii % B (CIP) & #iE

20124F 55— vh E 4% Th BUR T4 &5(2012 nian Diyi Jidu Zhongguo Huobi Zhengce Zhixing Baogao)/ FE
AN BRARFTHR MO/ S —Ib e . EERIT R, 2012.8
ISBN 978-7-5049-6514-1

L2 IO NLOKHEK - BF5Efds - FE - 2012 1V.0OF822.0

o [ iR A P 45 1 CTP A% 7(2012) 55 1700165

W E A s
ot JEET A KRS
TG EI  (010)63266347, 63805472, 63439533 (fEH)
W 4 JE  http://www.chinafph.com
(010)63286832, 63365686 ({5 H.)
EHEREH  (010)66070833, 62568380
HE4 100071
28 s
BN dbat B A BNk BRA 7
RF 2102K x 285K
Ensk  10.25
FH 240T
RRYK 201248 A SE 1R
ENYR 20124E8 H 285 1K ERI
EM 98.000T
ISBN 978-7-5049-6514-1/F. 6074
N BLER AR AL A TT AR B R HLTE (01063263947



FEREA

& % kiRE ZER

WO O EAW  HARR B R £ O OF
x|

g ek OB

Mmoo

B-Ear WDERE KRB BAE OO

EoEs B B O F B Bt H

B4 Eson X E 0 REARAR

SPUERSy: BhTE O bR F OB W

FHE: oW R

WESRAEEEE. MARiE FSESRAE

ROABPEGEA : KRB BE KBRSk BT
efesy  BoF BREE X B EaOm
wmoB REM OE M O H K
E B T K £ M K&K B ©

P FE . A

PG

PR EARW Xk 5O B B0 5F O s
PHAL: Nancy Hearst ( SEE IS R4 3¢ IEH AR ML)



Contributors to This Report

CHIEF EDITORS:

ZHANG Xiaohui ]I Zhihong

READERS:

LIBo HUOYingli XUAN Changneng SHENG Songcheng ZHU Jun

WANG Yu LIU Wei

EDITORS:

ZHANG Bei GUAN Hua

AUTHORS:

PART ONE: XIE Guangqi SONG Xiaomei ZENG Dongqing CHEN Wentao

PART TWO: ZHAO Ting LIChao MU Zhengshe TIAN Tuo

PART THREE: WANG Liyuan LIU Ting XIE Lina

PART FOUR: ZHONG Ziming XIANG Xiaolan LEIYao JIAN Na

PART FIVE: LIBin PAN Hongsheng

APPENDIX: LIN Zhenhui FU Jinghui et al.

OTHER CONTRIBUTORS: ZHANG Cuiwei QIU Chaobin CHEN Tingting
ZHANG Shuangchang XUE Yubo CHEN Yanfen
DUAN Lian ZENG Yuanyuan LIU Kun
CAO Honggang DAIZe XU Huizhu PANG Bo
XU Yue CHENMin YUEDong DING Kang
JIMin CHEN Jun YANG Ping

ENGLISH EDITION

CHIEF EDITOR: SONG Xiangyan

EDITOR: CAO Zhihong

TRANSLATORS: CAO Zhihong LIU Wenzhong MA Hui TENG Rui QI Zhe
WANG Beijie

PROOFREADER:

Nancy Hearst (Fairbank Center for East Asian Research, Harvard University)



{E S

01243 —F &, HEZFsfTanIT Rk, RbAFESELE, TlAMsfTHR, &

RSP i a3t e RaE . 3 H Tl #&H T B &% EiRrI LAl
MAHARTETE, #—FE, KAEMNAEGE (GDP) 10.851L7T, [FIELHKS.1%, LK
1.8%; RN #&EILL_E5K3.8% B 5 76.71C%TT.

20124 L0k, RN RITIR B R THESTURRMIE Seg—HE, b ®
B, 5. W =F K&K, KHRRERMEE, RI\EBHEOEMEEHTHIRMA, &Haz
MZREMBEE TR, 5IRRMENEEEK, REGEAHSBTTIE, MRIERNDETRIT
FeBIE20124E F T AR TR AL, RIGFRATFHSERIE, R TIAERIES &R0 E
SR MERAZAHEEBORIESR, @A HBEENESEEITARILEIG RS E, UEFIHAE
1 FEIRAT AR o PR T P RN PG i (X 2 HEHE NS A 7 DYk AU 60012 TT , (R EAE BY SR 57
WBCRII AL, 51 FERMPLOMRILE A, IO /MR, =R FIE R EAE
REEET H A1E Sk, RS SRVt EE ARMICRERALE], HR17E BNHS
L NR T 5T B 7 e B 0.5% 4 K E 1%,

P E R SR TRE MK, MR RIISCE: D ERM, 2012483 4K, |~ Chrmftr &
M2 %i489.6 51LiT, [RIELIEHK13.4%, ANRM AR BIFELHEK15.7%, LLAEFIHEIN2.46 5 1L
JC, RLEZH2 170107, F—FE, LR AS.885 LT, SRy AR SEA T
17, ARGk B AR A 3 F247.61%,  FLAEM T HEO040 M E o /. 3AEK, A
R M ETTIC R AR 46.29437T, bb BAEFEARTHEO1%,

LA, XEHELSFFRERRROAFIRGEMBRERDAKSL, WELFKIRER
R R TRHIAEA TS KA. 20124E IR Z W BORREERIN T — RS TR, AT
G B IRFAE KA RS, OERS, EbR, ENLHER IR E A, Bl
B S5 [AE i R A BIARA RS, EPRRFE A TEERAFE, PELFERP AR, &
PR, A ATERERIF JE RN AR S, TR R A5 M e A A 01 A mT BEX S 7= LR, AN T340
FFE—ERIATEE.

T—FrE, PEARBITH2EELHREN LEXI, 2EE&M TIESTNBF LIER S
&R E , RRPHAR R LM 25 kR AL, R4 “RadRkdt” MIES
A, kS ia e ST MBOR, EUNMEMIE NN T P AR B, BRI
RIGVEARTIEY:, ERHEEATHUAGE. Sl EMuMBOR TAASR, HERELZWHE
BORW W FRETER, MRS, HRAGEER, S5 FRMERFREEHNK,
Fra BRI E SRR AL, & DML E A RRACE, EAile ShRLF KRN E STk, X
FERLSFLIFRERE R, BIHEHFRTSMSE, #—PEE ARTDICEE RG], 5
SR AR MW, HEh e iHek R, RICemyescd ., HuPiERgM 4
AR, et Rl i RERE .



Executive Summary

verall, in Q1 2012, the performance of the Chinese economy was sound. The outlook
Ofor the agricultural harvest was good; output of the industrial sector was stable; and
household income increased fairly rapidly while prices remained relatively stable. By March,
the major indicators, including industrial output and total retail sales, were increasing month
by month. In Q1, GDP increased 8.1 percent year on year and 1.8 percent quarter on quarter,
reaching RMB10.8 trillion yuan; the consumer price index was up 3.8 percent year on year; and
the trade surplus posted USD670 million.

Since the beginning of 2012, the PBC has followed the overall arrangements of the Central
Economic Work Conference and the State Council, continuing to strike a balance among
promoting economic growth, facilitating economic restructuring, and maintaining price
stability, and has implemented a prudent monetary policy and carried out fine-tunings and
pre-emptive adjustments in view of the changes in economic conditions. A mix of monetary
policy instruments was used to guide the reasonable growth of money and credit and to keep
all-system financing at a proper volume. Responding to the supply and demand of liquidity,
especially the changes in cash demand in the run-up to and during the Spring Festival, open
market operations were conducted in a flexible manner and the deposit reserve requirement
ratio was again cut by 0.5 percentage point. The macro-prudential policy framework was further
improved and the relevant parameters were readjusted to dynamically adjust the differentiated
deposit reserve requirement mechanism to enhance the counter-cyclical effects. The quota for
agro-supporting central bank lending was increased by RMB60 billion yuan for the western
regions and the major crop regions to promote coordination between credit and industrial
policies, guide financial institutions to optimize the credit structure, and boost credit support
to small- and micro-sized enterprises, the agricultural, the rural areas, farmers, and on-going
national key projects and their follow-up projects. The reform of financial institutions continued
to make progress, and the reform of the RMB exchange-rate regime was furthered as the floating
range of spot trading of the RMB against the US dollar on the interbank market was widened
from +0.5 percent to +1 percent.

The reasonable and stable growth of money and credit aggregates provided strong support for
economic development. By end-March 2012, the outstanding balance of broad money M2 had
increased 13.4 percent year on year to RMB89.6 trillion yuan; the outstanding balance of RMB
loans was up 15.7 percent year on year and registered an increase of RMB2.46 trillion yuan from



Executive Summary

the beginning of 2012, RMB217 billion yuan more than the growth in Q1 2011. In Q1 2012, all-
system financing aggregate posted RMB3.88 trillion yuan. The lending interest rates of financial
institutions declined. In March, the weighted average lending rate offered to non-financial
enterprises and other sectors posted 7.61 percent, a reduction of 0.40 percentage point from
the beginning of 2011. At end-March, the central parity of the RMB against the US dollar was
RMB6.2943 yuan for one US dollar, up 0.1 percent over end-2011.

At the current stage, many favorable factors and conditions are available to support steady and
fairly rapid economic growth in China. The fundamentals remain unchanged to accommodate
steady and fairly rapid growth in the long term. Since the beginning of 2012, a series of fine-
tunings and pre-emptive measures have been adopted to preserve the basic stance for stable
growth. Nevertheless, we should acknowledge that both the global and the domestic economic
situations are complicated and grim. With the sovereign debt problems yet to be resolved, a
global recovery is still uncertain. As the unbalanced, uncoordinated and unsustainable problems
in the Chinese economy remain acute, adjustment of demand structure may have an impact on

growth in the short run and there are still uncertainties in terms of price development.

During the next period, the PBC will continue to implement the overall arrangements of the
Central Economic Work Conference, the National Financial Work Conference, and the Report
on the Work of the Government, continue to follow the theme of sustainable development,
transforming growth model, and the principle of seeking progress while maintaining stability,
continue the prudent monetary policy, closely monitor developments in the performance of
the economic and financial sectors , make the macroeconomic management measures more
targeted, flexible, and forward-looking, and, when necessary, adopt fine-tunings and pre-
emptive adjustment measures. A mix of monetary policy instruments will be employed, and
the macro-prudential policy will continue to play a counter-cyclical adjustment role to guide
the stable and reasonable growth of money and credit in line with the objective of reasonable
aggregates through prudent and flexible adjustments, to keep the all-system financing aggregate
at a reasonable volume, to optimize the allocation of credit resources, and to support stable
and fairly rapid economic growth. The market-based interest rate reform and the reform of the
RMB exchange-rate regime will be advanced and the flexibility of the RMB exchange rate will
be enhanced in both directions. Measures will be taken to facilitate the sound development of
financial markets and to deepen the reform of financial institutions. Effective measures will be

adopted to prevent systemic financial risks and to maintain stability in the financial system.
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