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The Research of Interest Rate Marketization in China

--Based on the Perspective of Monetary Policy Responses to Macroeconomic Volatility

ZHONG Jun-fang CHEN Ping

( Lingnan College, Sun Yat-sen University, Guangzhou, Guangdong, 510275 )

Abstract: This paper is based on the perspective of the monetary policy responses to macroeconomic volatility, an
d the theoretical analysis framework is under the standard three-equation 1S-AS-MP of New Keynesian DSGE mo
del. To build a minimal loss function model of the monetary authorities containing the metrics of the marketization
of interest rate, analyzes the impact of the loss of function of the monetary authorities target under different marke
tization of interest rate; under the role of interest rates in the monetary policy for the main line of the study, to expl
ore the impact of external shocks on macroeconomic volatility under different marketization of interest rate. The re
sults show that: marketization of interest rate will increase the monetary authorities to withstand external shocks an
d to maintain stable prices and output; in most cases, the marketization of interest rate is helpful for monetary auth
orities to better achieve the objectives of monetary policy. China has basic conditions for promoting the marketizat
ion of interest rate.

Keywords: Marketization of interest rate, Monetary policy, External shocks, Macro-economic volatility
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