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Executive Summary

As a result of the package of stimulus policies in response to the global financial crisis,
efforts to support economic growth, restructure the economy, promote reform, and
improve the people’s livelihood achieved positive results in the third quarter of 2009. Economic
growth accelerated, investment grew rapidly, consumption demand expanded, and the demand
structure improved notably, with domestic demand playing a larger role in driving economic
growth. Agricultural production remained stable, industrial output grew at a faster pace, and
the momentum for an economic upturn was enhanced. In the first three quarters, China’s Gross
Domestic Product (GDP) registered 21.8 trillion yuan, a year-on-year increase of 7.7 percent,
and the Consumer Price Index (CPI) dropped 1.1 percent year on year. In the third quarter,
GDP rose 8.9 percent and the CPI declined 1.3 percent from the same period of last year.

In line with the overall arrangements of the CPC Central Committee and the State Council, the
People’s Bank of China (PBC) implemented an appropriately accommodative monetary policy
and guided financial institutions to properly handle the pace of credit supply to ensure that
monetary policy would play an active role in supporting sound and relatively rapid economic
development. The PBC conducted open market operations to ensure that liquidity in the banking
system would remain at a reasonably adequate level. Efforts were made to improve the credit
structure and prevent credit risks, to ensure that loans to eligible projects with central government
investment were extended in a timely manner and to step up credit support to agriculture,
farmers, and rural areas, small and medium enterprises (SMEs), employment programs, students,
post-disaster reconstruction projects, and other programs aimed to improve the people’s livelihood.
The PBC also enhanced coordination between monetary policy, fiscal policy, and industrial policy

to create a favorable monetary and financial environment for economic development.

Rapid money and credit supply supported economic stabilization and an economic upturn.
Aggregate money supply continued its rapid growth, with M1 accounting for a larger share,
indicating more dynamic economic activities. At end-September 2009, broad money supply
M2 posted 58.5 trillion yuan, a year-on-year rise of 29.3 percent and an acceleration of 14.1
percentage points from the growth during the same period of last year. Narrow money supply
M1 registered 20.2 trillion yuan, an increase of 29.5 percent from the same period of last year,
which is 20.1 percentage points higher in year-on-year terms. Deposits increased at a rapid pace,
and demand deposits accounted for a larger share, whereas loans expanded rapidly. At end-
September, RMB loans stood at 39.0 trillion yuan, a rise of 34.2 percent year on year and an

acceleration of 19.6 percentage points. This also represents an increase of 8.7 trillion yuan from
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the beginning of the year, which is 5.2 trillion yuan more than the increase during the same
period of last year. Lending rates offered by financial institutions remained stable. In September,
the weighted average RMB lending rate for non-financial institutions and other sectors was 5.05
percent. The RMB exchange rate remained basically stable at an adaptive and equilibrium level.
At end-September, the central parity of the RMB against the US dollar posted 6.8290 yuan per
dollar.

China’s economic and social development is now at a key juncture of stabilization and an upturn,
but there are many difficulties and problems. With regard to the external environment, the
global economic recovery is likely to be slow, and external demand will remain weak, having a
lasting impact on the Chinese economy. Back at home, the foundation for an economic upturn
is not firmly established, and is unstable and uneven. Some deeply rooted problems, structural
problems in particular, are still acute. Domestic demand needs to contribute more to drive
economic growth, and the willingness for private investment needs to increase. The excess capacity
issue is becoming worse and industrial restructuring faces increasing pressures and difficulties.

The credit structure needs to be improved and liquidity management is more difficult.

During the next stage, in line with the overall arrangements of the CPC Central Committee and
the State Council, the PBC will continue to implement a moderately loose monetary policy. It
will properly balance relations between supporting sound and rapid economic development,
economic restructuring and inflation management, improving risk prevention and resolution,
and enhancing the sustainability of financial support to economic development. It will ensure
that liquidity remain at a reasonable level, guide financial institutions to improve the credit
structure, and enhance the sustainability of lending growth so as to safeguard financial stability.
It will vigorously develop financial markets and promote private investment. It will continue the
market-based reform of interest rates, improve the RMB exchange rate mechanism, and enhance

foreign exchange administration.
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BT %
T Bk L

[0.9,1.0) 1.0 AN | @011 | (1.1,13] | (1.3,1.5] | (1.52.0] | 2.0k}
1A 23,51 3427 | 4221 | 14.62 12.79 4.97 6.98 2.86
21 28.82 3356 | 37.62 | 1229 10.36 4.82 6.98 3.18
3A 28.38 3518 | 3643 | 1221 10.46 4.37 6.64 2.75
41 26.72 3348 | 39.80 | 12.18 11.07 5.46 7.97 3.12
5H 27.34 3240 | 4026 | 13.03 11.46 5.18 7.49 3.10
61 30.47 33.70 | 35.83 | 12.66 10.24 4.70 5.82 241
7H 32.76 3218 | 3506 | 11.89 9.16 452 6.55 2.94
8H 30.91 30.79 | 3831 | 13.34 10.68 5.03 6.45 2.81
9H 31.82 30.61 | 3757 | 1255 10.81 5.07 6.41 2.73
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