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Zhou Xiaochuan: Further Increase in Interest Rate Not Ruled Out
China Security News June 25, 2007
Reporter: Guo Fenglin
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People’s Bank of China President Zhou Xiaochuan said the other day that
inflation figure could go even higher, and did not rule out the possibility of
further increase in interest rate. He anticipated that economic growth may
slow down in the second quarter.
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Attending the Bank for International Settlements’ annual meeting in Basel,
Switzerland, Zhou Xiaochuan said during a break that CPI data in May met
the expectation. “We have adjusted interest rate, but inflation could go
slightly higher.” He stressed that Renminbi would move towards
becoming freely exchangeable in a gradual and orderly way, and China
would make the currency policy in accordance with its own perspective.
China’s currency policy would consistently be based on the principle of
being progressive, controllable, and proactive.
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Zhou Xiaochuan also indicated he was paying close attention to the
development of stock market in China’s inland, but noting he was not
certain whether the “bubbles” exist.
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Poll results released the other day by the central bank showed that residents
were not optimistic on price outlook for third quarter. More than a half
(50.2%) of people surveyed predicted an upward trend in pricing, this
percentage surpassed last quarter’s by 5.9 percentage points, and was only
0.6 percentage point shy of the historical record high. Moreover, bankers
and entrepreneurs all expected interest rate to rise in the third quarter.
Bankers felt strongly in anticipating the rise in interest rate , with
percentage of people predicting a third quarter monetary policy tighten-up
climbed to 43.5%; as much as 26.8% of entrepreneurs anticipated the
interest rate on loans will be “on the high side” in the third quarter.
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After financial statistics data was released on June 12, some experts
expected that the central bank would continue to raise interest rate.
Regarding the specific timing, a number of experts stated that, since the
central bank had just raised interest rate on May 19 and it would take some
time to observe the impacts of higher rate, it’s more likely to see another
interest rate increase in July when the second quarter economic data is
released.







