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Upstream and downstream forces are intertwined game, pre-tune
and fine-tune policy to promote stabilization of rebound------
Analysis and Outlook for China’s Economy and Macro-economic
Policy in the First Half of 2012:

Executive Summary

In the first half of 2012, China’s economic situation was extremely
severe, especially since April. Main macroeconomic indicators have
turned weaker, industrial production has stayed stagnant, with inflation
pressure easing evidently. The RMB against the U.S. dollar has
devaluated obviously, and the foreign exchange keeps a downward trend.
All these allow more room for the next-stage monetary policy. Since late
May, the macro-control policy has shifted to a virtual ease one,
quantitative and price policy instruments have been used intensively, and
the great driving effect of investment has been emphasized again. The
current economic slowdown is not only the result of the stagnant
short-term demand caused by environmental changes in and abroad and
the initiative macro-policy adjustment, but also the inevitable result of the
declining potential growth rate during the economical transition period.
As a series of counter-cyclical macro-control policy gradually taking
effect in the second half of 2012, China is expected to have a economic
rebound. However, since Chinese government has a higher tolerance for
the economic slowdown, it’s impossible to put in place some stronger
and broader expansionary measures. Given the restriction of the declining
potential growth rate, the economic rebound is expected to be limited, and

the annual economic growth rate may be only around 8%.
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