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n the first quarter of 2009, the package of policies released by China to expand domestic
Idemand and promote stable and relatively rapid economic growth to address the international
financial crisis began to take effect. Economic performance showed positive changes, market
confidence was restored to some extent, and the situation was better than previously expected.
Consumption grew rapidly, investment growth accelerated, and domestic demand rose steadily.
The situation in the agricultural sector remained generally stable, and industrial production
growth was stabilizing. Liquidity in the banking system was ample, money and credit supply
increased rapidly, and the financial system performed in a stable manner. In the first quarter,
the Gross Domestic Product (GDP) registered 6.6 trillion yuan, representing a year-on-year rise

of 6.1 percent, and the Consumer Price Index (CPI) declined 0.6 percent year on year.

. In line with the overall arrangements of the CPC Central Committee and the State Council, and
in order to serve the overall objective of supporting economic growth, expanding domestic
demand, and restructuring the economy, the PBC implemented a moderately loose monetary
policy, adopted flexible and effective measures to step up financial support for economic growth,
and ensured that aggregate money and credit supply satisfy the needs of economic development.
The PBC timely and appropriately conducted open market operations to ensure ample liquidity
in the banking system in general and to stabilize market expectations. At the same time, the PBC
guided financial institutions to increase the credit supply, optimize the credit structure, and,
following the principle of differentiated treatment and encouraging growth in some sectors while
discouraging growth in others, to strengthen credit services to agriculture, rural areas, farmers,
small- and medium-sized enterprises, employment programs, post-disaster reconstruction,
consumption expansion, and independent innovation, while ensuring that loans to eligible central

government investment projects are granted in a timely manner.

Money and credit supply increased rapidly, and lending rates continued to decline. At end-
March 2009, broad money supply M2 posted 53.1 trillion yuan, up 25.5 percent year on year
and an acceleration of 9.3 percentage points over the same period of the last year. RMB loan
growth accelerated further. At end-March, outstanding RMB loans stood at 35 trillion yuan, a
year-on-year increase of 29.8 percent and an acceleration of 15 percentage points over the same
period of the last year, or 11.1 percentage points over the end of the last year. In the first quarter,
RMB loans increased 4.6 trillion yuan, 3.2 trillion yuan more than the growth in the same period
of the last year. RMB lending rates continued to decline. In March, the weighted average interest

rate of loans to non-financial corporations and other sectors was 4.76 percent, down 0.8 percentage
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points from the beginning of the year. The RMB exchange rate remained basically stable at an
adaptive and equilibrium level, with the central parity of the RMB against the U.S. dollar posting
6.8359 yuan per dollar at end-March.

The international financial crisis is still spreading, and its impact on the Chinese economy is
deepening. Continuously weakening external demand, excess capacities in some industries, falling
corporate profits, and intensifying employment difficulties have imposed relatively huge
downward pressures on the Chinese economy. However, as China is now in the process of rapid
industrialization and urbanization, there is enormous demand and growth potential, and the
long-term trend of China’s economic development remains unchanged. This, along with the
gradual implementation of a package of policies released in response to the crisis, is expected to

help the economy continue to grow in a stable and relatively rapid manner.

In accordance with the overall arrangements of the CPC Central Committee and the State Council,
the PBC will continue to thoroughly carry out the scientific outlook on development, resolutely
implement a moderately loose monetary policy, and maintain policy consistency and stability so
as to promote stable and relatively rapid economic development. The PBC will continue to ensure
ample liquidity in the banking system, guide financial institutions to reasonably increase credit
supplies, optimize the credit structure, and prevent potential risks in order to provide better
credit support for economic development. The PBC will continue to advance the market-based
interest rate reform and to improve the RMB exchange rate mechanism. It will press ahead with
the reform of the financial system to improve the competitiveness of financial institutions and
the efficiency of financial markets in resource allocation and to maintain financial stability.
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