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The Monetary Policy Dilemma with Currency Mismatching on Credit

XU Tao CUI Jing-yi
(School of Economics, Shandong University, Jinan 250100, P. R. China;
China Citic Bank, Jinan Branch, Jinan 250100, P. R. China)

Abstract: The currency mismatching on credit will make monetary policies inefficient from three
aspects: First, the exchange rate mechanism. the expected appreciation will take portfolio effect,
net balance sheet effect and competition effect, so the monetary policies cannot be carried out
perfectly. Second, the money supply mechanism, the currency mismatching on credit will
endogenously affect money bases and money multiple again, make the central bank fail to control the
money supply effectively; Third, the interest rate mechanism, the negative spillover risk and the
liquidity trap will also make the monetary policy become invalid.
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