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Abstract

In the environment of modern market — oriented economy, faced with the back-
ground that economic and financial globalization is deepening day by day and financial
crisis frequently out broke, the central bank continues to strengthen the liquidity man-
agement, which effectively meet the implementation and enforcement of the financial
macro — control. However, the liquidity management faces a lot of difficulties and chal-
lenges ,and uncertainties are growing. How to digest and guide the huge amount of liq-
uidity have become the important issues that the central bank of China needs to be
solved.

Although scholars of domestic and overseas have made great progress in theoretical
and empirical research on both liquidity and central bank liquidity management, but the
literatures of systematically researching central bank liquidity management are rare. This
paper defines the level of liquidity from the micro to macro:to the microscopic level,
mainly refers to financial institutions ( commercial banks ) positions in regulation; to the
macro refers to the money supply in the whole society,i. e. currency liquidity. The cen-
tral bank liquidity management refers to the process that the central bank use policy
tools to manage , control , regulate the micro and macro liquidity.

This paper is based on monetary and financial theories of Marx, money supply theo-
ry,the effectiveness of monetary theory,the quantity theory of money, as well as the the-
ory of internal — external equilibrium and policy coordination in the open economy.
Through the corresponding empirical analysis, explores the role in the economy cycles
which Chinas central bank liquidity management plays and its effective impact to the
macroeconomic. Meanwhile, analyzes and researches problems in the use of liquidity
management tools. Especially,in the face of the complex situation that US dollar liquidi-
ty continued tends to loose and the international financial crisis is far from eliminating,
gives suggestions on strengthening the central bank liquidity monitoring and early warn-
ing ,implementing macro — prudential management and promoting international coopera-

tion and policy coordination on liquidity management by international comparison and
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experience ,also explores measures that China’s monetary authorities take to strengthen
liquidity management in the new situation, so that the national economy could make
healthy , sustainable and stable development.

This article is divided into eight chapters. The first chapter is an introduction , focu-
sing on the purpose and significance of the research. It shows an overview, contents and
framework on this research in domestic and international , and then proposes innovation
of this paper. Chapter II is the basic concepts and theoretical support part, mainly clear-
ing the concepts and theories of liquidity and the central bank liquidity management,
Giving definition to the two basic concepts of liquidity : micro — and macro — liquidity,
analyzing the role and functions of the central bank liquidity management, including the
relationships between the central bank liquidity management and monetary policy, ex-
change rate policy, financial stability and so on. The third chapter is mainly the relation-
ship between the central bank liquidity management and asset prices, emphasizing the
central bank liquidity management should highly concern about asset price changes.
Empirically researches the relationship between the financial system liquidity and asset
prices in the current. Chapter IV analyzes the relationship between the central bank lig-
uidity management and the real economy. On one hand, empirically analyzes the rela-
tionship between macro — liquidity and economic growth,including modeling, testing re-
sults, conclusions and policy implications, interprets the theory of the central bank lig-
uidity management and the economy cycle. The fifth chapter is the research on measures
the central bank takes in response to the financial crisis. In 2008, the global financial
crisis had a profound impact on the real economy and financial operations. The central
bank liquidity management is the important part of the study, further more, investigates
the macro — prudential regulation in the financial crisis. Chapter VI is about the experi-
ence and comparison of other countries”central bank liquidity management. Mainly ana-
lyzes on the Federal Reserve , European Central Bank , Bank of England and Bank of Ja-
pan. Chapter VI is historical review and current analysis of the central bank liquidity
management. According to the stages of the central bank liquidity management, sums up
the characteristics of Chinas central bank liquidity management in the current, and ex-
plores the Mode of it. The main contents of Chapter VII is analyzing the effectiveness of

the central bank liquidity management tools, focusing on tools of the China’s central
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bank liquidity management, including the open market operations, required reserve in-
terest,rate policy, exchange rate policy, real estate financial policies, etc. Meanwhile,
discusses the function of the credit scale control, proposes to take fully use of it in the
case of massive amounts of liquidity. Chapter VIII is the general idea of improving China
§ central bank liquidity management and its future development, mainly about further
strengthening our central bank independence, improving liquidity management tools,
building macro — prudential management system and strengthening coordination with the
major countries” central bank.

From the special perspective of the international financial crisis, drawing on the
path that major western countries” monetary authorities choose to manage liquidity , from
the actual situation of China, from the theoretical to the empirical, from qualitative to
quantitative , this paper uses theoretical models, empirical analysis, system analysis, com-
parative analysis and other methods to explore how to enhance the liquidity management
and early warning in the current situation ,expanding the theory of existing research and
the space of the empirical research, which have some theoretical and practical signifi-

cance.
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