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The Effects of Quantity and Price Monetary
Policy Instruments on the Efficiency of Commercial Banks ;
Based on the Perspective of China’s Commercial Banks Heterogeneity
Xiao Weiguo,Cui Yaming and Yin Zhichao
( Economics and Management School of Wuhan University)

Abstract: We study the effects of quantitative and price based monetary policy instruments on the
efficiency of commercial banks, and whether the influence is different because of the banks’
heterogeneity. The results show that, China’s joint—stock banks have the highest efficiency, while
the state—owned banks are less and urban banks have the minimum efficiency level. The increase
of money supply and the rise of interest rate will increase the efficiency of commercial banks
because of the high proportion of residents’ savings and the low price elasticity of loan demand
caused by indirect financing of enterprises. The two monetary policy tools will affect the efficiency
of commercial banks differently, due to the asset size, capital structure, profitability and the
nature of banks. In the monetary policy transformation period, we suggest that, policy makers need
to recognize the different influences between the two monetary policy tools, and these influences
are different among the commercial banks, monitor the efficiency of commercial banks timely,
adjust the use of monetary policy tools to ensure the smooth transmission of monetary policy through
commercial banks.

Keywords: Quantitative Monetary Policy Instruments, Price Based Monetary Policy Instruments,

Commercial Banks Efficiency, Heterogeneity of Commercial Banks
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