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Inflation Targeting: Rearrangement of the Intermediate
Target for China's Monetary Policy

XI Jun-yang, LIU Wei-jiang

(Research Center for Modern Finance , Shanghai University of Finance and Economics,Shanghai 200433, China)

Abstract: Since 1990s’ a number of developed and developing countries’central banks

have used inflation rate——instead of money supply as the intermediate target for monetary
policy. Inflation targeting requires central banks to focus on the trend of inflation with the fore-
cast of the future price and to take appropriate measures to avoid serious inflation or deflation
in advance.

This paper discusses the nature of restricting inflation targeting and flexible inflation tar-
geting in which central banks should not only care for inflation but concern with output and
gives reasons for China to adopt inflation targeting,

Key words: inflation targeting;decision lag;intermediate targets for monetary policy





