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Interest Rate Corridor: The Intending Choice of
Stabilizing Exchange Rate Mode in China

JIA De-kui,HU Hai-ou

(Antai School of Management ,Shanghai Jiao Tong University, Shanghai 200030, China)

Abstract: For the volatility of overnight rate in interbank market, the
central bank in China is inclined to achieve interest rate stabilization by con-
trolling money supply. But the recent years’ policy practice in western coun-
tries proves that influence can be imposed on reserve demand behaviour of fi-
nancial institutions such as commercial banks through using interest rate cor-
ridor so as to lead market interest rate to approach the target of policy inter-
est rate. Therefore, it”s quite necessary for China to use this new idea of
controlling interest rate for reference to establish a simpler, more transpar-
ent and more efficient framework of monetary policy implementation.

Key Words: open market operation; interest rate corridor; monetary

policy; overnight rate
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