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Executive Summary

The Chinese economy withstood the severe test of the global financial crisis in 2009. In the
face of the extremely complex domestic and international situation, China kept a proactive
fiscal policy and a moderately loose monetary policy, and continued to implement a package of
policy measures with timely adjustments. As a result, China was among the first that saw the
economic recovery and an upturn in the economy. In 2009, China’s Gross Domestic Product
(GDP) grew 8.7 percent year on year to 33.5 trillion yuan, with the growth gaining pace quarter
on quarter. The Consumer Price Index (CPI) declined 0.7 percent, despite a rise at the end of the
year.

In accordance with the overall arrangements of the CPC Central Committee and the State Council,
the People’s Bank of China (PBC) implemented a relatively loose monetary policy. It maintained
adequate liquidity in the banking system, guided financial institutions to increase credit extension
and optimize the credit structure, and stepped up financial support for economic growth. In
general, the relatively loose monetary policy was transmitted effectively, playing a key role in
expanding aggregate demand, supporting the economic upturn, and alleviating the deflation
expectations at the beginning of the year. The PBC also paid much attention to ensure steady
and sustainable credit growth and to prevent financial risks. To this end, it adjusted its policy
focus, intensity, and pace in a forward-looking and flexible manner. As a result, credit growth
moderated in the third and fourth quarters at a more stable pace, which helped prevent and

resolve risks that may harm long-term economic stability and development.

At end-2009, broad money M2 posted 60.6 trillion yuan, a year-on-year rise of 27.7 percent and
an acceleration of 10.0 percentage points from the growth during the same period of the last
year. Narrow money M1 registered 22.0 trillion yuan, an increase of 32.4 percent from the same
period of the last year, which was 23.3 percentage points higher in year-on-year terms. M1
accounting for a larger share indicates more dynamic economic activities. Deposits increased
quickly, with demand deposits accounting for an increasing share, whereas loans expanded at a
rapid pace, and medium- and long-term loans rose by a large margin. At end-2009, RMB loans
stood at 40.0 trillion yuan, a rise of 31.7 percent year on year and an acceleration of 13.0 percentage
points. This also represents growth of 9.6 trillion yuan from the beginning of the year, which is
4.7 trillion yuan more than the increase during the same period of the last year. Lending rates
offered by financial institutions climbed after initial declines. In December, the weighted average
RMB lending rate for non-financial institutions and other sectors was 5.25 percent, down 0.31

percentage point from the beginning of 2009. The RMB exchange rate remained basically stable



at an adaptive and equilibrium level. At end-2009, the central parity of the RMB against the U.S.
dollar posted 6.8282 yuan per dollar.

Supported by many favorable factors, the Chinese economy is expected to maintain sound and
relatively rapid growth in 2010. But this growth will face challenges from the complex domestic
and global situations. At the global level, despite the improved performance of the world economy,
new sources of growth are not yet clear and the major economies have limited policy space to
further expand stimulus measures. Moreover, rising trade frictions, the end of the stimulus
policies, and other uncertainties will also affect the international economy and the external
environment for China’s development. With regard to the domestic situation, though there has
been a rebound in demand, it has not been established on a balanced foundation, and the role of
private investment and the contribution of domestic demand to growth need to be strengthened.
Boosting household consumption and improving the economic structure remain demanding
tasks, and efforts are needed to monitor price movements and watch out for financial risks. In
an effort to accelerate the shift in the growth model it is important that favorable conditions are

created for long-term development and that sound and rapid growth for the short term is ensured.

During the next stage, in line with the overall arrangements of the Central Economic Work
Conference and the State Council, the PBC will enhance the momentum of economic
improvements and an upturn in the economy by combining market-based mechanisms and
macroeconomic management and by striking a balance between supporting sound and rapid
economic growth, restructuring the economy, and managing inflation expectations. The PBC
will continue the relatively loose monetary policy, properly manage the intensity, pace, and
focus of policy implementation, and maintain the consistency and stability of its policies. It will
also make its policies better targeted and more flexible in response to new developments so as to
ensure that financial support to growth will be sustainable and that the financial system will
perform in a healthy and stable manner. The PBC will enhance liquidity management and will
employ a variety of policy tools to guide the proper growth of aggregate money and credit
supply and will step up financial support to facilitate a shift in the growth model and economic
restructuring. The PBC will press ahead with the market-based interest rate reform and improve
the RMB exchange rate mechanism. It will accelerate financial product innovation, promote the

healthy development of financial markets, and deepen the reform of financial institutions.
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