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The Importance of Increasing Residents’ Consumption and Effective Investment

in the Process of Forming a New Dual Circulation Development Pattern
Chen Yanbin
(School of Economics, Renmin University of China)

Abstract; The current Chinese economy has a complex pattern of “debt increasing —core CPI
deflationary pressure rising — food price rising — some asset bubbles expansion”. Active
macroeconomic policies under the traditional economic cycle mechanism can easily lead to
recessive bubbles and debt rising. High macro leverage ratio inhibits consumption and investment,
which will further lead to deflationary pressure on the core CPI rising. When the real economy and
consumption are weak, the funds released by the active macroeconomic policies flow to the virtual
economy. It leads to regional urban real estate bubbles easily. In order to cope with the
complicated situation of China’s economy, it is necessary to gradually form a new development
pattern with the domestic cycle as the main body and mutual promotion of the domestic and
international cycles. The key to building the dual circulation lies in two points. Firstly, increasing
the income and consumption levels of residents through income distribution reform, especially the
income and consumption levels of middle—income group. Secondly, improving effective productive
investment through market —based mechanisms, rather than relying on real estate to stabilize
investment and economic growth.
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Investment
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