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[0 O Chinas overall economic vigor may continue to impress, but there are questions surround-ing the quality of
its performance. The Peoples Bank of China, the central bank, is givinggreat gobs of money to state - owned banks
that, with Beijings forceful encouragement, arelending to state- owned companies participating in infrastructure
construction. Skeptics arefrightened by the amount of cash being shoveled out the doors. The central bank recently
an-nounced that new loans in June totaled $ 224 billion. That was more than double the previousmonths amount
and brought new bank lending in the first six months of the year to nearly$1.1 trillion, exceeding the total for all of
2008.00 O To optimists, the June data showed just how determined the Chinese government is to im-plement
effective monetary countermeasures to fight the downturn. As Peking University financeprofessor Michael Pettis
says, China is "throwing everything including the kitchen sink™ at theproblem. There is no question that as a result
of the flood of financing, a lot of Chinese havejobs they otherwise wouldnt. But, as Grants Interest Rate Observer,
an influential Wall Streetnewsletter, points out in its latest issue, "Massive injections of money and credit ... are
al-ways bullish before they are bearish. " The newsletter draws worrying parallels between Chinascurrent credit
boom and the gush of lending that produced the U.S. housing bubble, the col-lapse of which devastated the
financial sector and triggered the global credit crisis and currentrecession.
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