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It refers to the central bank to use monetary base to specialized banks, other financial institutions, in a variety of ways
of.

RMB exchange rate stability not only in Asia to make a contribution to the economy and the world economy,
also in line with our national interests, in recent years the balance of payments equilibrium, the state foreign
exchange reserves continued to increase. Benchmark interest rates The PBOC controls the benchmark
one-year lending and deposit rates, which affects the borrowing costs for banks, businesses and individuals.
Those operations allow the PBOC to control money supply and interest rates on a short-term basis â€” the
assets are normally offered on time frames ranging from seven to 28 days. In addition to managing money
supply and interest rates, the central bank guides movements of the yuan against a basket of currencies that
include the U. It last adjusted those rates in October and now allows commercial banks some leeway to go
above or below the official level in determining the interest rates that they charge. Driven by a series of credit
policies, the ratio of personal housing loans, infrastructure loans, and agricultural loans has increased
significantly. Chinese policymakers also frequently add new tools or retire older ones as they modernize their
country's system into something more aligned with those in developed countries. When it comes to where
money is headed within the U. How does China manage its monetary policy? The RMB, compared with some
other major currencies, has performed well in the first half, and its current exchange rate is basically in line
with the economic foundation, as the International Monetary Fund determined recently, according to Sun. The
background of the central government's steady monetary policy mainly includes the following aspects: First,
after the real estate and development zone boom of the early s, by and , the risk of some small and
medium-sized financial institutions has become quite prominent. The renminbi currency value is also heavily
influenced by other government policy instruments such as capital controls and trade policy , for instance
restrictions on the import of gold paid in dollars. What else does the PBOC do? The so-called prudent
monetary policy means its goal is to use currency stability as a goal, correctly handle the relationship between
preventing financial risks and supporting economic growth, and maintain a moderate growth of money supply
to support the sustained and rapid health of the national economy while improving the quality of loans.
Reserve requirement ratio, RRR The reserve requirement ratio refers to the amount of money that banks must
hold in their coffers as a proportion of their total deposits. In the past few years after the control, open market
operations have actually become the main tool for the daily operation of monetary policy. One possibility,
according to analysts, is an "interest rate corridor" with the floor and ceiling determined by the PBOC, while
allowing the market to set rates within that band. In , some small and medium-sized financial institutions
began to have payment problems. Compared with the ups and downs of currencies and credits in the past
years, we finally managed to regulate the growth of money and credit more smoothly. Those tools include
open markets operations, the reserve requirement ratio and various types of PBOC loans to Chinese banks.
Retrieved  To receive money through this framework, banks must guarantee assets with high credit ratings as
collateral. Deposit reserve policy[ edit ] It means that the central bank imposes a deposit reserve ratio on
deposits of commercial banks, etc. The funding channel, introduced in , allows the central bank to inject
liquidity into the banking system and influence interest rates for longer-term loans. Fourth, the implementation
of a proactive fiscal policy will itself include the use of policies, the additional issuance of treasury bonds, and
the participation of banks in purchases themselves include the use of monetary policy to support economic
growth. Sun made the remark after the central bank released major financial data on Friday. Instead, the
central bank uses multiple tools to control interest rates and the amount of money in the Chinese economy.
Having noticed the recent monetary easing in some foreign central banks and the United States Federal
Reserve's strong message that it will make a cut later in the policy rate, the Chinese central bank has decided
not to change its monetary policy stance, while continually reducing the actual financing costs of enterprises,
said Sun Guofeng, head of the monetary policy department of the People's Bank of China, the central bank.
How has China's monetary policy evolved? In China, such a signal is less clear because the country doesn't
have a single representative policy rate like the Fed's. Keeping track of those changes can add to the difficulty
of reading the central bank's signals. So, interpreting what China wants to achieve can sometimes be a
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confusing affair. For example, when central banks want to boost growth during a downturn, they cut interest
rates. In recent years, they used deflationary opportunities to increase refinancing, helped local governments to
close down some small and medium-sized financial institutions, and maintained financial stability and social
stability. Increasing the ratio of what banks need to keep in reserve achieves the opposite result. This
adjustment of the credit structure has effectively promoted the nationals adjustment of economic structure. The
PBOC's website lists seven tools that it uses to make adjustments to its monetary policy. Apart from monetary
easing, further tax cuts and policy to encourage consumption are also in the policy toolbox for the authorities
to boost the economy, said Shen. Federal Reserve for information about where global markets are headed: The
decisions made by the American central bank influence assets around the world. Introduced in , such loans
have a maturity period of one to three months â€” longer than funding options such as the open market
operations. The monetary policy tool involves the central bank buying up existing loans from commercial
lenders, giving them some extra liquidity. China's consumer price index stood at 2. The broad money supply,
or M2, increased by 8.


