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Marketization of interest rates and monetary policy dilemma to resolve
Li Cheng
(Tianjin Industry University, Tianjin, 300071)

Abstract: To solve the problem of the monetary policy after the financial crisis, from the theory of interest rate
transmission mechanism of monetary policy, combined with China's special economic structure, this paper uses the
money flow analysis methods and the theory of credit rationing to analyze positive role of the interest rate
marketization which can alleviate the excess monetary liquidity, improve the real economy growth and economic
efficiency. This paper demonstrates that in the condition of interest rate marketization, the implementation of
monetary policy may avoid the dilemma which can reduce inflationary pressures from changes in bank spreads,
bring the reflux of funds to the real economy from financial anti-cellars, and improve economic efficiency through
the expansion of SME financing .Ultimately the monetary policy may achieve improvement of the quality and
quantity of economic growth with the stability of the currency.
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