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Executive Summary

In Q3 of 2011 the Chinese economy continued its steady and fairly rapid development,
gradually moving from policy-stimulus-driven to endogenous growth. Consumer demand
remained stable, fixed-asset investments increased relatively rapidly, and external trade
was more balanced. Domestic demand became a driving force behind the economic growth,
performance in the agricultural and industrial sectors was stable, household income grew, and
the momentum for an excessive spike in prices was initially contained. In the first three quarters,
the Gross Domestic Product (GDP) registered RMB32.1 trillion yuan, up 9.4 percent year on
year, and the Consumer Price Index (CPI) rose by 5.7 percent year on year.

In Q3 the People’s Bank of China (PBC), in accordance with the overall arrangements of the
State Council, regarded inflation control as the top priority of macroeconomic management,
continued its prudent monetary policy, and improved the targeting, flexibility, and effectiveness
of its policy measures. A mix of price-based and quantitative monetary instruments as well
as macro-prudential tools were employed to step up liquidity management, guide the steady
growth of money and credit, maintain all-system financing aggregates at a reasonable volume,
and guide financial institutions to properly manage the pace of lending and to improve the
credit structure. Meanwhile, the RMB exchange rate regime continued to improve and reform of
the financial sector advanced.

The effects of the prudent monetary policy were gradually revealed and growth of money and
credit began to return to normal, commensurate with the stable and fairly rapid growth of the
economy. At the end of September 2011, broad money supply M2 recorded RMB78.7 trillion
yuan, up 13.0 percent year on year. Outstanding RMB loans were up 15.9 percent year on year,
representing growth of RMB5.68 trillion yuan from the beginning of the year and RMB597.7
billion yuan less than the growth registered during the first nine months of 2010. In the first
three quarters of 2011, all-system financing aggregates posted RMB9.80 trillion yuan and
financing became more diversified. In September, the weighted average lending rate offered
to non-financial enterprises and other sectors posted 8.06 percent. At end-September 2011, the
central parity of the RMB against the US dollar was RMB6.3549 yuan, up 4.21 percent over
end-2010.

The current stabilization of economic growth is the outcome of preemptive macroeconomic
management. In the period ahead, the world economic situation is likely to remain complex,
with the global financial crisis continuing to have a deeply- rooted impact and new problems,



Executive Summary

changes, and challenges emerging on the domestic front. However, endogenous drivers are
readily available for stable economic growth. The economy is likely to continue its stable
and fairly rapid development. In line with the overall arrangements of the State Council, the
PBC will follow the theme of sustainable development, facilitate the transformation of the
patterns of economic growth, continue to implement a prudent monetary policy, place more
focus on the policy targeting, flexibility, and forward-looking characteristics , closely monitor
economic and financial developments at home and abroad, prop;erly manage the pace and
strength of macroeconomic management, and initiate fine-tuning and preemptive adjustments
as appropriate in order to consolidate the momentum for stable and rapid development, to

maintain price stability, and to step up prevention of systemic risks.

In view of economic and financial developments and the flow of foreign exchange funds,
a combination of multiple policy tools will be employed and the macro-prudential policy
framework will be improved to keep the all-system financing aggregates at a proper pace.
Coordination of credit and industrial policies will be strengthened. The PBC will guide financial
institutions to manage the pace of lending, to implement the differentiated credit policy, to make
sure the fund demands of ongoing and follow-up projects are satisfied, to focus on supporting
SMEs that are compatible with the industrial policies, and to support projects that enhance
people’s welfare, especially government-subsidized housing projects. Risk management of
lending to local government financing platforms, off-balance-sheet assets, and real estate
financing will be enhanced, and efforts will be made to beef up prevention of systemic risks. The
market-based interest rate reform and the RMB exchange rate regime reform will be advanced.
The PBC will continue to deepen the reform of financial institutions, develop financial markets,
optimize the financing structure, and promote the development of financial markets to serve the

real economy.
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