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Executive Summary

n 2013 the Chinese economy maintained stable growth, made progress, and took a turn for
l the better. The growth of consumption was stable; investment expanded rapidly; the structure
of imports and exports was optimized; the agricultural sector faced another bumper-harvest
year; growth of industrial output rebounded after stabilizing; and the hike in both consumer
prices and employment remained fairly stable. In 2013 GDP reached RMB56.9 trillion yuan,
up 7.7 percent year on year and the consumer price index was up 2.6 percent year on year. The

current account surplus as a share of GDP was 2.1 percent.

In accordance with the overall arrangements of the State Council, the PBC followed the principle
of making progress while maintaining stability, continued its sound monetary policy, and made
innovations in the conduct of macro-economic management. The PBC remained sober-minded,
maintained a focus on policy measures, neither loosening nor tightening the supply of money,
and when necessary conducted fine-tunings and preemptive adjustments with appropriate
strength. The direction and intensity of liquidity operations were adjusted in a flexible
manner based on changes in the liquidity situation. A combination of innovations in liquidity-
management tools was used when necessary and as appropriate to address fluctuations in the
supply of short-term funds caused by various factors. The PBC implemented the State Council’s
decisions on stepping up financial-sector support to adjust and upgrade the economic structure,
adjusted the parameters of the dynamic adjustment mechanism of the differentiated required
reserve ratio, strengthened coordination of credit policy and industrial policy, increased central
banking lending and discounts for the agricultural sector, and guided financial institutions to
beef up support to key sectors and weak links in the economy, such as the agricultural sector,
rural areas and farmers, small and micro enterprises, and so forth. The market-based interest-
rate reform made new progress, with the lifting of controls on ler{ding interest rates offered by
financial institutions, the creation and improvement of a self-regulatory mechanism for market
interest-rate pricing by financial institutions, the launch of centralized quotations and release
mechanisms for loan prime rates and interbank certificates for deposit. The RMB exchange-
rate regime was improved, continuing a self-initiated, controllable, and progressive approach
to reform. The use of RMB was expanded in cross-border trade and investment activities, and

financial-market innovations and regulations were further enhanced.



In general, the sound monetary policy produced good results. The rapid expansion of money,
credit, and all-system financing aggregates, as witnessed in the first several months of the year,
was controlled, and overall annual growth was close to the anticipated goals. Credit support
to the weak links in the economy was enhanced. The relatively stable monetary and financial
environment contributed to sustainable and steady growth in the economy and structural
adjustments, to stabilization of inflation in the second half of the year after moving upward
in the first half of the year, and to containment of the excessive expansion of the total debt
and leverage rate. In 2013, broad money M2 was up 13.6 percent year on year. Outstanding
RMB loans were up 14.1 percent year on year, an increase of RMB8.89 trillion yuan from the
beginning of 2013 and RMB687.9 billion yuan more than the growth registered in 2012. The
growth of loans to small and micro enterprises and agro-related loans both exceeded the
average growth of total lending, and the amount of new loans to small and micro enterprises
and agro-related new loans both exceeded that in 2012. All-system financing aggregates totaled
RMB17.29 trillion yuan, an increase of RMB1.53 trillion yuan year on year. Lending and deposit
interest rates offered by financial institutions were generally stable. In December, the weighted
average lending rate offered to non-financial enterprises and other sectors was 7.20 percent. At
end-2013, the central parity of the RMB against the US dollar was RMB6.0969 yuan per dollar,

an appreciation of 3.09 percent from end-2012.

In terms of the potential drivers of economic growth, the Chinese economy is likely to continue
the momentum of stable economic growth and make progress toward higher- quality growth. In
particular, the advance of comprehensive reforms will help release the potentials for growth and
will stimulate economic dynamism. But there are many risks and challenges ahead, including
those due to the uncertainties in the global economy, the- yet-to-be strengthened indigenous
growth drivers, the growing reliance on investment and borrowing, the potential risks in the
financial sector, and the arduous task of making structural adjustments and transforming the
growth pattern. As the price situation is generally stable, continued guidance is needed to

manage inflation expectations.

The PBC will follow the overall arrangements of the State Council and implement the decisions
adopted at the 18" CPC National Congress and the 3" Plenary Session of the 18" CPC
Central Committee, following the principle of making progress while maintaining stability
and continuing reform and innovation. The PBC will continue its sound monetary policy,
maintaining aggregates at stable levels, and optimize the structure, maintain the stability and

continuity of policy, make macro-economic measures more forward looking, targeted, and
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coordinated, strike a balance among preserving stable economic growth, adjusting the economic
structure, promoting reform, and preventing risks, and conduct fine-tunings and preemptive
adjustments where appropriate and with a proper intensity in order to continue to provide a
stable and opportune monetary and financial environment. A combination of quantitative and
price instruments will be used and the macro-prudential policy framework will be improved
to keep liquidity at a reasonable volume and to realize opportune growth of money, credit, and
all-system financing aggregates. The stock of credit assets will be properly managed and the
use of new loans will be optimized to improve the financing and credit structures. The use of
monetary policy measures will be combined with deepened reforms, with a focus on higher
efficiency in terms of resource allocations and increasing consumer dominance to deepen the
reform, allowing the market to play a decisive role in resource allocations, further improving the
approach to macro-economic management in view of the deepening of and innovations in the
financial market, straightening up the transmission mechanism, and improving the efficiency of
the financial sector and services to the real economy. Measures will also be taken to effectively

prevent systemic financial risks and to support the sustained and sound development of the
economy.
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