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A Theory about the Efficient Causes of China’ s Frequent

Use of the Deposit Reserve Policy
——A New Explanation of Traditional Financial Theory

LUO Liqgiang
(Xingjian College of Science and Liberal Arts Guangxi University Nanning Guangxi 530005 China)

Abstract: China’ s central bank frequently use the deposit reserve policy for monetary policy operation. It
seems to be quite different to traditional financial theory but in fact it is a flexibility practice for the special eco—
nomic and financial environment in China. On the operation of the monetary policy tools into practice central bank
should consider the policy effect and central control make a rational choice of monetary policy implementation cost
and consider the adaptability according to our country’ s economic and financial environment. Consequently how to
use monetary policy tool should based on the effect of monetary policy tools and the monetary policy implementation
of local conditions.
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