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The Effects of Financial Friction.,Property Rights Heterogeneity

and Different Types of Monetary Policy Instruments
ZHAN Minghua, XU Jieling(Zhejiang Sci-Tech University,310018)
WANG Shilei(Bank of China traffic branch of Zhejiang, 310000)
Abstract: This paper constructs a theoretical model which embodies China’s economic structure, also in line
with the mainstream of economic logic, opens the monetary policy transmission mechanism “black box”. Then,
the transmission mechanism and the effects of different types of monetary policy tools in China are analyzed
based on the model. We put forward the hypothesis and test them. Conclusions obetained are as follows: First,
derived from incomplete markets, the effect of monetary policy should be sensitive to the type of monetary
policy instruments. Monetary policy function should include both total and efficiency factors, and monetary
policy has the endogenous effect of stage characteristics and other policy implications. Second, in the sense of
monetary policy effect, the performance of interest rate liberalization is closely related to the character of the
“media” which is formed by economic ownership structure, financial friction and so on. The implication of
interest rate reform is far from just price liberalization of financial resources, but a systematic engineering.
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