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Real meaning of interest rate marketisation

JI Ya-lan, GU Lei
(Department of Economics and Management, Zhejiang Forestty College, Linan 311300, Zhejiang China)

Abstract: As China officially entered WIO, the refom of interest rate marketisation seems to be inevitable.
Before the entry of WI'O, People s Bank of China (central bank ) had worked out a general framework of interest
rate marketisation and carried it out by stage. Some currently widespread ideas about interest rate marketisation are
inexact. Those prevalent ideas base on new and old liberalism, stress on the importance of equilibrium interest rate
and neglect the importance of interest rate stmcture. But equilibrium interest rate does not exist. So the real
meaning of interest rate marketisation should be that central bank determines the basic interest rate level and market
makes the interest rate structure. For this aim, it is necessary for China to introduce competition mechanism to the

bank industry.

Key words: interest rate marketisation; equilibrium interest rate; level; structure



