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5th: Forecast IS curve is used to
set the interest rate in period 0.

4 IS curve for period 1 is

forecast in period 0.
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I. Interest rate policy

1.3 China’s choice on interest rate policy
B A comparison between China and U.S. interest rates:

® 2018:
% The Fed started 10 e intarest rate since ond- %
2015, and ir 2013 e ivens rate was rased by
5.0 1008P Ir the same period. the PBOC only rased %0
7-day revene ‘epo rate by SEP at the tegnring
of the your, Juding the Narket rate to modentely
4.0 Gecine 40

10 io

20 10

1.0

20205, BEBCOVID-1909E A, EEAEZXIER, MEFBELZLRTR. d%RPERITE
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MNAERFATERITE7 KRB ER. REXBREXERS, BPEARERITNIVE
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I. Interest rate policy

1.3 China’s choice on interest rate policy
® 2020:
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[. Interest rate policy

1.3 China’s choice on interest rate policy
® Since 2022:

%
50 Bnao 2022 the Fod Pas resed narest ratos by et so
ATG0P and B 4es i @ ow. I e seme pedod, ¥ >
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FRLAAISRIRE—TM2015FRISFXERATE, (FULIEEIFEFRNBAEEREEEH T
PRy, (BEXITHFREABX, FOOFIE—BHEIRE.

BTRIESEENFR, BRXEE—IFRE, UTHRRER: AFAHBRFFER, BI7X
E, Bei/n2%; fFATFIETRAGEIESEFNZEN0.35%; BEERENBR7XER, B
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[. Interest rate policy

1.3 China’s choice on interest rate policy: recent data
BChina’s key interest rates

Type Curren: level | Description
ri-term reverse repo rate (centrol
Dpen market operation (OMO) rate |7 day, 2% providing liquidity to the
)
interest rate central bank pays
; . financial institutions”’ excess
Fxcess S SRPNERETI B35% escrves (The floor of the interest
te cormdor)
7 day, 3% I'he nterest rate of short-term
. o : - dui central bank liquidity on demand
Standing loan facility (SLF) rate ( ~7-day reverse repo The ceiling of the i e
pate+100bps) \
twn=term lending facility (MLF) I year, 275% e im::lk fate ol’ medivm-term
bond yield 0-year govemment bond market reference mate formed
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LPR, FMEUXEARITES B 20BIREIFIRIIFIE. BNHRRT RSMEEFER, ER
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FaiREl, HRETREIMFRAREREERERLUT. 82000 FESRSEPRFIR
(dze) MEBEEKR (F%) FJLIEY, KRFERESRA, BIHETEERKER.

[. Interest rate policy

1.3 China’s choice on interest rate policy: historical data and facts

M The real interest rate remains slightly lower than the potential growth rate.

The relationship between China’s potential growth rate and real
mierest rate since 2000

% 16 16 %
14 14
12 12
10 10
8
6
3
2
0

EBEEEREREBBEssgss8s88¢8¢88
N N AN N N N N N N N N NN NN N NN NN NN NN
Difterences RHS e GOP potential growth rate === China real Interest rate

Nok: | The estimates of poteatinl growth aie is cited frem Bai Chongen and others (2017).
2 Ihe real mterest mte s calculated by subtracting CPI from the waghtad average interest rate of RMB
L LN ¥ loaas of financial istitutions
The Pesgis s Bart o Chne 1‘
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