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Abstract

As the price of currency and borrowing costs, the
interest rates affect savings, investment, balance of
payments and the stability of the currency in open
economy. Therefore, it is essential to the healthy
development of the economy. Negative interest rates
indicate that real interest is negative, which is not
conducive to effective allocation of social resources
by distorting the price of money and promoting in-
vestment growing too fast with asset price bubbles
and inflation. With the acceleration of economic inte-
gration and the process of financial globalization,
negative interest rates which distort economic pat-
terns tend to be global, long-term and normal. This
has severely affected the sustainable development of

China’s economy. As a result, its solutions and
1



policy path have a high level of practical significance.

Based on this background, the basic objective of the thesis is
studying on the mechanism of negative interest rates and mone-
tary policy to examine the impact of negative interest rates on
China’s economic development and also aiming to provide the
theoretical basis of interest rate marketization through a system
of theoretical and empirical analysis. Around this theme, this re-
search focused on the following problems: Firstly, what is the
motivation of Central Bank to control interest rate, and what
kind of rational policy tool do negative interest rates reflect; Sec-
ondly, what effect will negative interest rates put on economic
development of China (according to this question, the article se-
lect four main factors in economic development of China, which
are savings, investment, international payments and currency
stability) ; Thirdly, how to judge the effect of negative interest
rates on economic development of China, is advantages over dis-
advantages or the other way round, and whether its findings will
support the reform of interest rate marketization; Fourthly, how
to adjust monetary policy and promote the reform of interest rate
marketization if the conclusion supports interest rate marketiza-
tion. The specific sections are as follows:

The background section describes the introduction of nega-
tive interest rates, the ideas, structure, researching methods and
data sources of the paper.

Chapter I describes the relevant theory on negative interest
rates and economic development, analysis evolution and new de-
velopment of research on negative interest rates at home and

abroad, and introduces what challenge should the paper solve and
2



