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Unblocking and Enhancing Monetary Policy Transmission Mechanisms
LIN Jianhao' CHEN Liangyuan® TANG Tao’
(1. Lingnan College, Sun Yat-sen University; 2. International School of Business & Finance, Sun Yat-sen University;
3.Research Institute of the People's Bank of China)
Abstract The Third Plenary Session of the 20th Central Committee of the CPC explicitly called for accelerating the
improvement of the central banking system and smoothing monetary policy transmission channels. However, current
transmission mechanisms—including the interest rate channel and credit channel—face corresponding bottlenecks that
constrain monetary policy effectiveness. This paper systematically identifies specific bottlenecks in current monetary
policy transmission channels, revealing the following issues: First, market segmentation exists between short-term
and long-term interest rates, preventing short-term rates from influencing long-term rates and causing asynchronous
movements between them. Second, the efficiency of deposit and loan market rate transmission is impaired. Third, the
interest rate corridor features a wide upper limit and narrow lower limit, excessive width, and infrequent adjustments,
hindering the transmission of policy signals. Fourth, "loose monetary policy" fails to translate into "loose credit" with
credit channels obstructed. Fifth, the resource allocation function of financial markets has weakened or even become
distorted, hindering monetary policy transmission. Sixth, uncertainty has increased in the exchange rate transmission
channel of monetary policy. To address these issues, this paper proposes specific measures to improve the central bank
system, including interest rate market-based regulation, narrowing the interest rate corridor, enhancing the efficiency
of expectation management, and strengthening multi-level policy coordination.
Keywords Monetary Policy, Transmission Mechanism, Channel Bottlenecks, Expectation Management
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