China

Just turned into the fourth biggest economy, overtaking the U.K.

No sign of Chinese growth slowing 
calls for government action to curb investment and tighten lending

Output rose 10.2% in the first quarter of 2006, according to official data, topping growth in the last quarter of 2005 and for last year as a whole


Zheng Zinping, Chinese Statistics Bureau

"We need to attach importance to the sustainability of economic growth."

The poor getting left behind. Especially those in rural agricultural areas.
The boom in china’s has caught the attention of the USA. George Bush recently met President Hu Jintao to discuss trade issues.
China – Economic Reform

N 1978, CHINA embarked on a gradual

but far-reaching economic reform. Since

then, China’s economy has been significantly

modernized and opened up to

the rest of the world.

In 1992China realized it had to reform into a “socialist

market economy.”
in order to be fully competivie in the global market. 

The concept of a socialist

market economy implies an economy in

which market mechanisms govern economic

interactions but the public sector maintains

ownership of the most important means

of production.

In the wake of this decision, the Chinese

Financial sector development is a complex

and multifaceted process. It involves the balanced

development of three essential elements: institutions, instruments, and markets.

Gradually, the

People’s Bank of China (PBC) was divested of

all its “commercial” activities. In 1984, the

PBC became China’s central bank.
The

PBC has introduced reserve requirements and

lending facilities to commercial banks to support

its monetary policy actions
In

1994, direct central bank lending to the government

was discontinued, and preparations

for increased reliance on indirect monetary

policy instruments were started in earnest.
In the early reform years, four state-owned

specialized banks—the Agricultural Bank

of China (ABC), the People’s Construction

Bank of China (PCBC), the Industrial and

Commercial Bank of China (ICBC), and the

Bank of China (BOC)—were established to

improve the allocation of financial resources

to specific sectors. Starting in 1984, selected

new banks were permitted to operate alongside

these four banks, which, at the same time,

were formally allowed to diversify their operations.
The development of financial instruments

has been limited to the capital market. No

nationally integrated money market has as yet

been developed, and most banks lack the

skills to develop new products that could create

competition in the financial sector.
Money markets still fail to develop but capital markets are successful. 

Since 1988, secondary markets in

bonds and stocks have been allowed to operate,

which has further boosted

capital market development.
A new phase started at the beginning

of 1994, when the exchange rates between the

different swap centers (swap rates) were unified

and one national foreign exchange market

was created. At the same time, the official rate

and swap rate were unified.
In 1991, it went on to

recognize the development of the

Shenzhen exchange.
Branches of foreign banks could be opened in

the SEZs. Credit quotas were more flexible,

and bank branches were allowed more freedom

in setting their lending and deposit rates

in SEZs than elsewhere in China. As a result,

economic growth in the SEZs has far outpaced

that in the rest of the country.

Conclusion

reform in China has been evolutionary

rather than revolutionary

Started from nothing and its progress is impressive

authorities have thus far

devoted more effort to institutional development

than to the process of creating markets,
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