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Research on Double-Pillar Policy Framework: Review and Comment
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Abstract ; One of financial reform and development strategy set up by the 19th National Congress of the Communist
Party of China is to improve the double-pillar policy framework of “monetary policy + macro-prudential policy”. The
main objective of China’s double-pillar policy framework is to coordinate monetary and macro-prudential policies within a
unified framework to stabilize financial system and the real economy. In this paper, we review and summarize the related
English and Chinese literature in the recent ten years and discuss the unsolved issues in the existing literature and point
out the potential future research directions. The review of this paper would help to deepen the theoretical understanding of
double-pillar policy framework as well as to construct a policy framework with “ Chinese characteristics” in practice.
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Money Supply, Liquidity Fluctuation and Systematic Financial Risk

——Micro-behavior, Macro-structure and Conduction Mechanism
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School of Finance, Central University of Finance and Economics, Beijing, 100081, China®))

Abstract ; The financial market turbulence is often caused from liquidity. In recent years, China’s financial market has
been increasingly troubled by liquidity shocks under the background of global monetary policy changes and the ending of
China’s monetization process, which has brought great challenges to financial stability and macro-prudential management.
This paper explores the structural and cyclical causes of liquidity volatility from the perspective of periodic adjustment of
bank balance sheets, and delineates the relationship between China’s monetary cycle and liquidity volatility, providing a
basis for financial stability and macro-prudential management. It finds that there is a complex non-linear relationship
between the transition of basic and broad money creation and the instability of the financial system. Intuitively, the
endogenous and exogenous shocks from real demand, market credit and regulatory changes have caused huge liquidity
shocks to the financial market through the change of monetary structure. However, the regulatory policy aimed at
maintaining financial stability has become an important exogenous factor of financial instability in the short term. This

requires the establishment of a benign and interactive macro-prudential management system based on a profound analysis of
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