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The Transmission from Predictability of Monetary Policy to the Cost of Capital of Firms: Based on
the Analysis of Bank Credit Channels
LIHong ZHOU Xincheng
(School of Finance, Shanghai University of Finance and Economics)
Abstract In the face of challenges such as the global liquidity environment, geopolitical tensions, and insufficient
effective domestic demand during the economic transition period, China's central bank has continuously evolved its
monetary policy framework in a timely manner, enriched and flexibly adopted a variety of monetary policy tools, and
create a good monetary and financial environment to support the stability and development of the real economy. In
the process of the central bank promoting the improvement and dynamic iteration of the monetary policy framework,
the degree of monetary policy impacts on the financing cost of enterprises is related to the predictability of monetary
policy. This paper finds that the decrease in the predictability of monetary policy will reduce the credit balance of
banks and financial institutions, increase the weighted average interest rate of RMB loans of financial institutions,
and ultimately lead to an increase in the cost of corporate debt and equity. At the same time, it is also found that
the smaller the company, the higher the investment level, and the higher the concentration of corporate equity, the
less the predictability of monetary policy will have a related impact on its cost of capital. By further improving
the transparency of the monetary policy framework and the formulation of specific measures, the central bank can
improve the consistency of information between the central bank and the public, and increase the predictability
of monetary policy. At the same time, the regulator should attach great importance to the key role of banks in the
transmission of monetary policy predictability to the real economy, especially in terms of credit channels, so as to
better detect and respond to the impact of monetary policy predictability.
Keywords Monetary Policy Predictability, Cost of Capital, Bank Credit Channels
JEL Classification D53 E52 G32
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