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Macro Report

2010 Monetary Policy: Low Probability of Out-of-Control Inflation

Macroeconomic Report — Spring 2010

The probability that China fails to contain inflation is low; the central bank may
raise interest rates twice. We believe that the velocity of money will remain
subdued and out-of-control inflation caused by the massive money injection is
unlikely to happen. CPI will follow a bell-shape curve in 2010 and may peak in
the third quarter; we estimate that CPI is about 3.2% in 2010. From a long-term
cycle perspective, the monetary condition of 2010 should be considered as “the
withdrawal of the ultra-easy monetary policy". The main exit measures include:
scaling down the credit supply from last year's RMB10 trillion to RMB7.5
trillion, raising the required reserve rate by 100 bp and hiking benchmark interest
rates twice.

2010 CPI is expected to follow a bell-shape curve and may peak in the 3Q10

&

S T N I e
LA G AR

CPL_YOY — — CPIFNM| - - - CPIFOM _EPFR - - - -CPIFHM T PR

Source: National Bureau of Statistics, Bloomberg, China Merchants Securities

Zhong HE
(852) 31896818
hezhong@cmschina.com.cn

Dr. David XIE
(86-755) 82943724
xieyx@cmschina.com.cn

Dr. Cliff ZHAO
(852) 31896126
wenlizhao@cmschina.com.cn

Research Department
CMS (HK)

15 April 2010

Please read the important notice on the last page.

20f8


mailto:hezhong@cmschina.com.cn
mailto:xieyx@cmschina.com.cn
mailto:wenlizhao@cmschina.com.cn

BAVAA K TR E R =, RER T ERAFHEREIRE
FOMETKR,. 2010 49 CPl A B MATH, HETRELES=ZFE,
é#%ﬁycmw%ﬁ&wkMk%m%%ﬁ,mm@%#@%%ﬂmﬁ
M CHRFEANGE TR AR R, 1B 6 TR 045 E AL L F69 10
FACTER 75 710, REGHEEE 100 NEE, RSN EHNRRAL,

—. 2010 #& CPI #44FH A %

2010 49 CPl AHuL WAt . FUtSFMih LikK-FRK, CPl &FH
EXBBIET. 8. 9 =4, 25 kA, CPIATHIEHE AN, {12
o RASF o TONERF & (RE B st Lk, AMEHILF ), 4 CPIARE
HHREE (K EEERE ), ERT ALK T 5%49 Lk, CPI & 249k

e EHRBEFE ZFEAAEOE R, R ANEF KA, CPlIZHA
%AW A — AL . B EARE TIAK, & T3 FRE R 6= I ik
A85E, 2010 B AR B K 209 E R K, &4 CPI #93i& THE 3.2%.

B 1: 2010 4 CPI A #EWA4FH, RH5 KB ENAET. 8. 9=A4AH

-
4 .= ~
L
3 R A
PR
e -
2
B P
)ﬁo @ @% &g
-3
CPI_YOY — — CPLFAM| - - - - CPIFAM LR - - - -CPIFRA TR

FTHRR: BRGITR, B, BHIEAFLT

EMAVBE IR E R R T2RBR: RELFEANT RE
E9AE AT PR, 12d TR TAE R BN TR, 2010 S I K AUARE
RIGIR TR K., R/ PREZARN: MAV=P*Q, AT TiRlik/E
ARG LT, 42 HA, E X6 TAE 2 R 2F RIFE M LA,
—fINA, R RRBREAETHEAT AL TR THOIESRA——FF,
12 ZF AT, N EERETREAZE., HRIBER XAR, KFEHE D

456 132 IE X5 09 S A A A



1931 S £ 1932 %, £ E M1 497k & T4 18.12%, M2 e9idik & T4
16%. EAIAEAT, £E MLER FARRZTHET 17%. +E M1 4%
il ik ) R AE 2008 5 = B kR & 55 SR T, W 1.8447 TI&3|
2009 444 15243, FHtg/%ik 17.3%. Fit, 2010 4 95 Faidg g
FAEw A, M m L FILA, R IRk BT A R KL
F R T AR B KGR 4R TR R AT LA — R AR R, EATA
A iy T Bob 8 B IR B R AT K 08 Am B 4G 7T AE AR

B 2: 2009 4 K695 TiAE sk AR AR

2.3 |
21 | —V2Adj - V1Ad

19 + /

1.7 L \
15 - M1 78 ik
13 -

1.1 -
09 +

07 S~ M2 78 it

N
0.5
1998 2001 2003 2004 2004 2005 2006 2007 2007 2008 2009

W

féo

FTHRR: BR%IE, S, BHIEAALFC

@ 3: %E‘-ﬂﬁ’]ﬁ'ﬂ?«ﬁ:ﬁﬁ/ﬁfﬂ#i%%fé’l’ﬂé E 4: c‘:p M1 «):‘J M2 i\é@ﬁi& CP| {1/39‘(,%
21 ¢ . 105
20 ¢ M2t i o 1100
o)
19 |
|95
18 |
|90
17 t ML o 5
e
| 85 o
16 ¢ 25 M1 5 M2 3%z £
15 80
00-03  01-09 0303 ~ 0409 0603 0709 0903 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Pt RR: EBAE, i, CEIC, BHIEAFL T O FHRR: BR%HE, CEIC, BHIEAMEL T

Sk E LG 0 T A



=. 2010 R P K : BEMNT TEFR GRS

FEAEAUE, B T EAREIROK P S AR, AR R R ST RS,
S T BRI R LG R e &, RN ARE S IesF ey A FKE L
FHARA HRTANTE T BB L. AAIRGTEE A, & FAKANT,
RE G ERKAEH BINA NS, B bR R B F) FE BN RS T
AN A Aak e byt gz s T HAR R, B, —BRRZFHF5EE,
BT HEIR G R IR R EEAL.

MK B ER A, RATI A FKF 6 LA B K3 H = A Hr
1. ZFIERTRAMHORE, FIFKPRE B, RERRHBORERE;
2. AIERPRIFAAEE, FHETIREFHLE,

3. HLedRBIKREIN, RSFNFKPFEHEE K.

B ATRE Y FILRA, BN ESE -, AIEKPEEFTRE,

{9A 5| F 27 Sik KR4 B0 ILeY F) FAkaE 4 0 K@ a4 5.

B 50 AIRKFe LA KBS H AR (LR XAIE A 4])

BFERED $ik5 iB43d
I Aras | FAE || R

FHRR: B, BRIELFLF

Jiy

- AT TECRBE A E—: BRABREFE TS F1C

H P B AR ARAT 45 ) 18 T B IR 04 o ol s Aah BN T L ARAT R
Kb EIRIEH A A, BATIAA 2010 FF0913 WAARIE 4 /£ 7.5 FACR Kk
REM,

Sk E LG 0 T A



W, BRERFIAREEAR = REAFESEE 1004
ﬁ%ﬁé@ﬁ%i%%%?&ﬁ&“%ﬁ%w&Mjm&%mﬂ%%
3] 2008 kK, ARAATE T EEFMAEEFE 200bp A E 3T A M) &80 /E
M, ST 4 ARAAT X LA A B EE L E 100bp, H=3RKik 2008 5
10 A X AT d A T, SFAHCEESF LA LA 100bp 49 = 4.

B 6: 2010 4 B ARARATT AR & 45 E L4 % 100 M4 5

AR

20 -

18 -

16

14

12

10

8 I

6 L L L L
2006 2007 2008 2009 2010

FARR: FEARSLT, B, BHREALT

A, BELEFERBEARZ: RGBXEHERR
)R DT R mh, (2L L, RATEA G LA
FARF, “RREERAIN AWM TR RGITHE, EFAFERRE F
S REMEHAR, PTvh, BAVAA A FRKX @R GO TERERK, 247
% P2 AE A 638 B IR TR A L K R R, AR KA FTR
Mﬂﬁﬁﬁﬁ%%i%ﬁ%%é,ﬁ%ﬁﬁ##ﬂ@%iﬁZAqiﬁ%
54bp.
B 7: BTk a Rk

T
11111

02-14 02°21 02-28 0307 03-14
— [ I R 4 - 14 —— AT ) PR B A £ 14

FAt kR WIND, RBREIEAFL T

TH 4k ViR I XX 0 o S B A



A 1: 2010 477 TR E0Am B R HK

Efoniitm®: 1F  RiTAE A T 15 T TAARIN.E o= 4 (12 2Thp)

2010-01-28 2. 5131 1. BIED 3
2010-02-01 2.4518 1. 7480 3
2010-02-02 2. 4625 1. 8031 2
2010-02-03 2.4514 1. 8136 2
2010-02-04 2.4394 1. 8711 2
2010-02-05 2.4424 1. 8680 2
2010-02-08 2. 4697 1. 8367 2
2010-02-0% 2. 3808 1. D268 2
2010-02-10 2.4759 1. 9464 2
2010-02-11 2. 3820 1.8711 2
2010-02-12 2.4208 1.9712 2
2010-02-:2 2.4737 1. 8431 2
2010-02-23 2.4787 1. 9366 2
2010-02-:24 2.4413 1. 9EhE 2
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2010-02-26 2. 3840 1. 9870 1
2010-03-01 2.4139 2.1590 1
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2010-03-03 2. 2915 1. 9533 1
2010-03-04 2. 3040 1. 9231 1
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2010-03-0% 2. 3258 2. 0366 1
2010-03-10 2.3075 2. 0466 1
2010-03-11 2. 3027 2. 0463 1
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2010-03-£5 2. 2641 1. TEhE 2
2010-03-46 2. 2575 1. 7415 2
2010-03-2% 2. 2638 1. 7804 2
2010-03-30 2. 3083 1. 8127 2
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