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Development of Structural Monetary Policy Tools and Interbank Money Market Liquidity
ZHANG Shirun  WANG Xiaojia
(Huaan Securities Co.,Ltd.)

Abstract The function of China's structural monetary policy tools includes both motivating financial institutions
to provide financing services to designated areas and sectors by linking central bank funding to credit supply and
injecting base money into the banking system. With the evolution of the nation's macroeconomic policy framework,
the policy tools continue to develop and improve. The mechanism of structural monetary policy tools in base money
injection and the supplementing of liquidity to financial institutions can be analyzed in detail by simulating changes
in the banking system's balance sheet. An analysis of data from the interbank bond repo market from the first quarter
0f 2021 to the first quarter of 2023 shows that the selection and use of tools in the policy toolbox has had a significant
impact on interbank money market liquidity stratification. The increasing use of central bank lending for rural
development and central bank lending for micro and small businesses (MSBs) can improve the liquidity conditions of
small and medium-sized banking institutions and non-banking institutions. This study offers policy recommendations
which include continuing to develop the monetary policy toolbox, strengthening policy coordination and cooperation,
guiding financial institutions to more deeply understand the various policy tools and using proper tool combinations to
achieve effective liquidity supplements for the market to create a suitable monetary environment for the real economy.
Keywords Structural Monetary Policy Tool, Money Market, Liquidity Stratification, Bond Repo
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