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Research on Chinese Monetary Policy and
Interest Rate Liberalization

——Based on Equilibrium Analysis of Economic Structure
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Abstract : This paper setups a dynamic stochastic equilibrium model by introducing two different ownerships of enterprises in
the production sector to analyze Chinese structural monetary policy, and simulates the interest rate liberalization’s policy
effects. The paper finds that structures of monetary flow and interest rate in China, which obviously create more economic
fluctuations, take more responsibility for fluctuations of private enterprises’ wage and market interest rates than these of
state-owned enterprises’. If China carried out interest rate liberalization reform by eliminating all discriminations of interest
rate, the fluctuations of real economic variables would be obviously reduced even though the fluctuations of nominal price
and money stock would increase.
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