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Abstract: Under the framework of DSGE model, this paper evaluates the interaction between the “two

ﬁﬁ.

pillars” of China’s monetary policy and macro—prudential supervision. The results show that under the
impact of positive interest rate, compared with the single monetary policy, adding the minimum capital
adequacy rate regulation to the model is beneficial to reduce economic fluctuations and promote finan—
cial stability. This policy effect is more significant as the off—-balance—sheet assets enter the scope of
macro—prudential supervision. After changing the monetary policy into quantitative rules, the conclu—
sion remains basically unchanged. Generally speaking, the “two pillars” policy has obvious effect on re—
ducing economic fluctuation and suppressing financial risks. Quantitative monetary policy still plays an
active role in China before the interest rate liberalization is fully realized.
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