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BT R R UL M R Y

Jr A 2 A T TR B 4 T B AT S A0 22 W S A 1 A T o R AL A D B A P
55 BB AR w, R AR IO A% PR B B RE SR Y, 40 E Y, e LS AR R AN AR P, DL B
RACYT LA IR . 98, O A R 5 ZEAE B AR o 387 Rotemberg (1982), 45 B i i — 1>
TR AR VAL A Q2P (e, Py) — 1PC,, Q> OI L T 0 4 IR RS B A (4 RIASE . 4 0 b, B85
PR A R LA [ A

II}’aX El ZﬂxAI+x[(Pj)‘+9/Pl+x - vH—c)Yij - Q/Z(Pjﬁ-s/(ﬂpij—l) - 1)2Cr+x] ( 16 )
7 5=0

TE P, =P, 1% BRI, S 8 M SRS 5% Phillips 128562 h:
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s-1,00 G

] (17)

I, I,
=ty Yr[(n—”—l)ﬂ—“ —-BE(

Horb, w RSSO K o AN AFAE A% T B AR (Q=0) I, 53 A g DG 7 AN LI 278 LS 3 B
JEAS v, A T AR T RS A £ K
3 AL PR Al A =R o T i b AR S0 R 2 it R R SRR R A 7 AR 7 RO -
L= @) Um)™ (18)
Forp, T F Im G330 22705 [ DY P A2 77 v )t ) e 26 it R E 11 9 SRR R B0 . 28y € [0, 11252
Pk A B A B3 1
AR A fie /A ), H ] AR A A% A

1+1 _ 1)

7T1+l
Tr 58

T

P, =1/y)gq/(1=]" (19)
A (19) 2R P Al B ROA 2 B3R (552 59 25 10 B S BRI ol AR /M ) R AT 75
g, = [A=y)/yIly/Im, (20)

(=D T e R AT B BUR AR T T o AR T Ak b SR AT B BOR R 1] A AT & AT SRR AE N
F A ] [ 45 B FIAS [ 5% 13 M, ) 55 A5 A A 4 B, o FE UG, FRATDREBUR AY [ ot A 474 7 A1 AT 1Y
SR RAT R A Y A ik B H—, AT SRR R AT T B R A TR 2004—2016 4F, J&— > Im B
) JR 3 1 AT o o s it s L, AT BT AT SRR ) ISR G T AMIC A 25 B M2 B/ H = TE
WA SC R, FRATT 58 4] LUK Je A7 SR 0 A i — A S i [ Aot 7E AR TR P48 T, A7 AL
N EVRT (G2 ) T v W SE SN BE 7= A Ay fifh A, W) S 5% 4ok 1A A T it oA ) [ A PRI, o
TR R SRR
e(B,—R_B,)=B—-R_ B +M-M,_ (21)
Horb, B R AT A B A [ 5 77 o TR, S AT AT g kAR e SRR N AR A [ ot A AT R
PATHM G 3 w48 T v A Ao T 3 4 00 LA I A X 586 [ 46 A1 I 45 9 5 5 o 1k T
iR, AR A A [ 4 58 A e Sk Sz b L Ao 56 7 (23 0 B SO AR PE R E () € ) , TS 4 5% %
FEAFVFREA o A& UL, A5 AN B H 0% 35 0k b 6] [ 45 9% 7 19 3K 32 2 IS R IR Ay 857 [ 9% A It 3,
(AR 25 5 A A [ 45 5 3 1% 52 e 2 () 1) 199, T DA e 4 O TN 52 il j LGS R e PRSI
B (2 1) AT, e A7 AT LAGE 5o e A8 Y 2560 B2 Ce,) B2 TH & AT (M) DL A FF T4 | SK SR F
] fod 8 44 SORI AR (R,) =0 7 2Ok 8 8 L% 77 67 Aot e 25 40 O $AUE T 62 T BOKE, MM 8 B S 77 i
K SN A SO 3R AF H bR o 3T A SO SR AT B A B AN O T ) iR, i T g T
SR AR N A (R 4500 B AR R E 1, RATAE Ry Ramsey TR, B Je i BHAT LA &4 ORI %
RN T HM B KA SR A (R =X (1) 3R W fe A 08 TBOR, DLk e A & B 5700 il 2 175K
i, WA, TEX AR, B T AR APAT I e A 63 T BCR Ab, Jed7id a] IR B3R H AR, 78 Bk
=R PR R, PUATRE SR TR
DR, 24 e AT PR AT 28 Taylor(1993) A4 I SR s, FRATTA -
In(R,/R,,) = pxIn(R,_,/R..) + p,In(x,/7,,) + posy IN(GDP,/GDP.,) (22R)
Hr,GDP, = GDP, /A" LR B 5 1 7= K-, R, FIGDP 437 Ry B A5 s 1 A [ 1) %l ik
RN K, 0 02 0053 570 R ) 28 KHL I w8 A1) 238 40 AP R 50 30 K S g 5 J3E R R 7 Y B g
SR EE R A
AR, AT PAT [E 2 39 AR 00 B T AR5 KLU B, FRATT AT
g =M/M,_ =g,n, (22M)
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AT AT T VR, FRATTA
8u =8 (22E)

Chang 55 (2015) ) H JCER AT R A B AN BOURF ST T A9 187 Ak AR 150 A8 HE — 8 P2 B I 25 52, {1
AT REAR S b R ST A T . BB, BT AR SO EEAR S AR E R AIT R A 421 1R
M AAT S BORRAER R, T H R SCAT R, 38 B AR SO A% O 4518 58 2 1A 52, R 3RAT]
Al AR B — A (AN SR AR 0% TSR 5 07 S S8l B 4 ) VRN AR SCRY FE TR R, 8K, A T
SCHRIRATUL A BT T B I B T IR R [ VS B i B T AR 25 FLN 25 0 O PR E T .

(PO XA FEEST ] o B 0 AR, 1 B b o o AN L R A e, W) 285 Tt H -1
(ca) % T8 CUIN B4 S E G i RSO, FATTA

ca, = (Ex, - qllmz) + qr(Ril - 1)b:,1/7r: ( 23 )
1 E FE BT AR SN E R, AT AR BEL 2
In(R/R") = pp- In(R._, /R) + &, &5 ~ N(0,07.) (24)

b, ROFSME 2 B E AR FAZSAA, or € (0, DRFFAFREL, e N SMEFI A ool 3 2 057 7] 53
At o 38R FRHME I AL TH (U S HEAHIILE ) o
A1 K R R AN A Y, B RS T

n=n (25)
BB A Xof B ] 0 980 5 5K 55 B [ 7 o 1980 R DX s 8 e, DU
Ex,=[P./(e,P)]“ExA, = ¢"ExA, (26)

Ferb, iy PSR S T AR A I, BT 7E A O e LURE [ A 77 5K P A s Ex A A
19 TR SR, B2 T Exe:
Ex =Ex (27)
(1) — e 5o sl R G Mg, B ah 8T SR AT . ROy = [ xd)s
x = (NT)o AR, TE PRl SOP B, 229 00 H o IR ) TR SN B ot B 7 1 i), A

ca, = q,(b;—b,_ [n}) (28)
A (23) A (28) B g I NEX A -
NEx, = Ex,—qgIm, = q(b;—R_ b, [r}) (29)

R(29)F R ¥ 25 TR AT A
JAT R G BE AT A A1 [ £33 9% 7= 2 B ] 7 A

B, +B,=B (30)
X T R 87 i, AT A O
Y, = C,+1,+Ex, +Q/2(n, /7, = 1)'C, + (b, +q.b,)7/2(, — )’ (31)
E LHLIE GDP g FE N B 1 Y 858 At 22 A
GDP,=C,+1+(Ex,—qlIm,) (32)

K (32) B5E GDP W& SCEFT A2 32 i o FoATTdn ] DA W A o R FH 28062 1) TR 29
AT i, AT
GDP,=C,+1,+(Ex,—qIm)=wN,+D,— (b, +qb,)t/2(,— )’ (33)

AR, :(33)FRIRE I GDP 45 T4 1% T FUFI I (1 [ P 2 R A AT e A 19 8 AR A8 T AR
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e, WA 2 57 s 1) B F AR KA JE AR 1), HAB M A, FFpRifEfEh 1.
A=A=1 (34)
Br T 200D 3(2) F(8) .2 (10) .2 (16) A= (33)3xX 6 NI FEAh, FoAth 28 A4~ 7 B i 2 m 1 4%
TR IS T 3 22 (] (8 35 8 25 A L R A B T — AN 205 3l T R S
WCWFRWE, 53 51 R ARR M G RE NS ¢ W01 46 76 B 01 R0 BT A i 01 i 23 R, H =X (D) AT
WF: =logC, +a,logm,—a,N""/(1+n) (35)

WF, =" B llogC; +a,logm, —a,Ni™" [(1+n)] = WF, + BWF,, (36)

T=t

ON) EBRBH R ZTE R G 1% E— A HA P KRN LRGSR R Y. 1757
Mg A L, 7 T B P B SR TR R K | ECSA [ [ L S A B

FLIE T B R 11 R R AR L — A [ 9 R AR AT AR B AR Al 19 1< 3 4
Y,

ATLLVE B g K . R T ARAR A G, FRATHE 18 AN AR SR R R AR A AR e ¥, = A_:”
- GDP, PR D Im, - r, . m _ ca -~ b, . b, - bfl
GDP1: AP ’C/:E’rzzﬁ’lmzzﬁv hlzﬁ’mzzﬁvcazz» p,:Fa g,zﬁ’ ,=F»
~ b, . w, - Ex, - NEx, ~ - WF WF,
b,:;,W,:E,Ext:F,NEX,:T,/L:/LA:),WFI:T,WF,: A” o

TR T 1R 52 5 B F1 2 55 P 22 R 1 AT 28 A7 B (3 20 A5 ik, i ph 4 13 B S 0%
BRI 1 R T A 2505 2R 5 P ) . S T SCH R F, TR HLeh 5 J% 4 S B
1 5 2= B Ha 3 9 5 TR B

1+7/200, =) + 70, = )1 =) = BRE [ A1 /(g:A7,.1)] (57)
W, =) = B/&E[A /(A7 )R, = R gu1)] (9)

9./q-1 = g1 |7, (127)

In(R:/R") = pe IN(R._, /R") + &, & ~ N(0,52.) (24°)
n=n (25%)

o Z AR IR, B T () & A G TR g S, LLE AL 4 A4S 25 R A — BRI
TUABCSL el HE 5, AN A7 AR IR AR R S5 4, DR AR SCAT Y AR 2598 FAT 50l 78 Lo ARSI T
P ol SR i R S (B 7 2 55— Al 55 Chang %5 (2015) J R T 5 2%, 783X Ry vk v, JATT A FH o 2
75 WL TR ARAHE R Y (50 3 R S K (B T AS SCRG 278 SR A 2 AR R doe KA I A e L B2
B (VRN —A> Ramsey T2 A1), HLA44 O A BORERAE T A, IR X R E0 T, BR 1740
AR AN, R v 29 AR AR A (AN, A AR R AR A BARAT T 4 SRR AR A (E, AT
A REBE S SOR R AL SIS Bl gt 5 AR AE 2T SRR SR AR ARSI I B — By v

M. EREMRKESENRESESURTRENNEN

(—) BB T4 004 10 114 R e
il 1R B 52 TR 5 B0 TR ) » 20 5 B S5 B AR 11 1 AL 3 AL T SR B, 2k 4% [ 1%

@ 75 Chang %2015) 2 3£ dynare code th, B 1R ¢ TR LL 44 RIS A R AE T 5L, (LR 7ESRAR TR JLRAE BRI A7 T 4 SURIR.
Y81, 1R 58 TSR 1 RARAE 2RI BK AL BB, Chang %5(2015) J 3 dynare code SR FIATHL )y 1, Tkt B 24 BT 68 A 692
0.995, 75 [l B RS FLRGIH 61 47 DU B BSR40 . 10 4% Chang 2520150 dymare code o IR T8) 7 BLASBCR IERIEY 0,995,
U B 2 T o A
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22T HEASTH PR 2R i TR R A W) T A 28 B 4G 3, A AHE A [R] 28 0% A e B BE i B K (i L 8 5 &
Jee v 50 Z [ g BUR B A ) 238 R0 38 ik 23 10 J 1 B B T A 300 A VR TG i T 3k il — 2

HEIR 1: 258 B BE BT A [ H I 30 AT V0 5 ) B, Ah 7 AH 7] 28 5 & e B B 1 1 % 22 ) (Cn &
i [ SR [H) B % e v SR D)) St B SR B A A 250 A ik A O R Y [ B R TR A AR O AT DL GA g
TN E I (el 61 S S B ol U YA O

A 1 RIS 1 R B, AbAE R W) A JRe B B 1 I 5 22 [) 5 ) 23 R ik e 48— i L[] 52 1 [X
EAFAERMER) o BATIN R, BROG X 2 B LLI2 AT R E, — 20 J5E PR 2 v T DX 3 P 45 14 R[] % Ak 7
AN T) IR 28 5% 2 B B, A0 IR ) 426 5 1 RS LG o AR SRS HE ) 3 i A A I B B8R TR & 1 S X
] P 6% 10 A A LS 1) — S #h FE o

HEIS 1T SO A 2 K 3B, A T R 56 R AN B B, T B AR AE AN TR 4
SR B B %k B RN K AT A A X T AR TR S TR 28 5 R R B B TR 5%, R RS0 HE
S LIRS WY X5 H ST X K Ak (2016) 14 55 5T S 25 SR & — B0 .

() B BT BEAS A5 1 Y A 2

ERCHTER A A B sh T, A TEA R 255 & e b Be i B 52 Z 18147 [ bR b AR SR A AE
PRIME, Jir AFRATTAS 5 25 1 B 6% 1 4 J0 5 1 ], i 3 A1 A I ) B3R ) s 1 S A ik R 5
A ] ) VA 22 B 4 R FR A5 1L 0% T 48 B SRR T A S e o fR U, FRATT T AAS B0 i

i 2 (15 5 9 A A o 1 b M 5 RS- BN BT ) - 5 AT R B, T e & U
AN [R], AbTE AN [F) 28 5 2 e i B 1) 16 58 22 TR sgh SR L s R 23 il i 5 1 g 1 [ B B TR
YETCTE B3R B — B, TR A 78 28 5 AR R 8 W B 1) 1R AN AN A 73 B2 A AL B B e A
(ER I O o N 20 -l e g 5 e o1 B 1 ¢ B L ol o N YA £ L 8

3R LA fii AR T2 1 BRSO, v A B AR N P S AR A2 5 8 T A M R SK BT
Ab 1) 2 J B B AHGE IO, 33X A T A 1 — N RO B, R R R &5 R KOS 95 4R K
Ik E AR, A R RE 56 BT A S E 5T AS T P R0, DT A G M A I 1 R A A B ARG
il o H bR TS i R AT 60, v [ S A T PR T B A IR P e 4 F AL, B0 TR R
JIT Ak 19 28 5 T TR By BEAS AR L, DU ] g s A AS et 9% AR A/ I sl e B AT PR R AR v A
Hh 3 3 B T 4 A ML S v DT I 2 T KR R SRk A, B S ORI I R S
FWAFEBE” o

5 T B4 R, A SC AR IS — R b BB SR E A R 5 R 3 i 38 45 O T & T A T
4 L I T30 19 o B 22, 3k 5 2% A AR 2 o B e /A ) T I ] 5% T 0B85 e 3 B R AN T
XF T JE &, IE Q0 Walsh Jir 25 (9 (8% T 308 5 BUR ) & b (RLAT, 2012), KZ R AR 8 J7 i
A3 50 B s i F R0, BUA SCERAR /D ¥ 2, HLINSE R FH 2508 Jy ok A 300 A7 7R B AR 1 0% TR X, 4n
AR 2 79 [ 15 224 A PSR U] R B B A5 L XA A1 2SR B, A SCHE T DSGE BRI R AR
BATHTARZEAE —Fh a3 1 243

IOEMFHITIRNEEEEFPRARRHER N — N RBG T

FATHE B SCig ik 1 B B A AN B A 1 5L PR R A I 30 PN i R AT 2 A R A A o 1Y
B, B I N R B S 2 B — T AT AR . A SO OSSR R, HX TR IR E
%, T A5 R v [ SR AR A TR A 0T 0 S A B AR A8 ] O R0 % i s 0 O AR
A TP E N, WAR, 0S8 UF v S I i 4 R R R S U R B AL D A ], sk
A 2 B A G AR ), e S B P AR AR A k.

TEAT, FATREFE T 215 T8 1 S 3R Ak i 5, v o B, 75 A7 0 s 2 5 2 308 o) 300 8 A i o A8 T 7Y
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— R TR RO, b R EORARAS T B EAS 2B, AR 5 23 B A D] 2 2 T I SE TR
it R el I e A AR U R % 2 A e Y S A 1R 0 B B L X PR T R A Y
SRR

(— VBT SR e

TR — XS — D FR B AT AR S B 7 AN, 330 S 801 R B B S8 R BE
SR A R BRI S8 4 SCRITE S B T PR 52 50 5 X AN 2 B B 1] o (9 2 M AT 58 T B
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®1 BHAESYKRERKE

RIS SRS FR HHEA AR
B SVt 0.995 Chang %(2015)
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a, PRI 57 3550 FH 4 13.1915 57 S 1) Ay L R BLY 40%
n FFBIY Frisch Wit 2.0 Pencavel(1986)
v 2'—:];;\/&\;2;2};23; il 0.80 Aviat il Coeurdacier(2007)
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¢ FESB RS 10 FAZS IS A MAR %R 11%, [ Basu Fil Fernald(1997)
Q Mk PR A S 60 Wirks L 25 4 A~Z2F—IK, [6] Chang %(2015)
w AR SEL 1.5 TE Feenstra 25(2014) [ 22564k HEE Bl N
o SRR Lols TEARBE A 2%, ZUATHIEA 0.98 SEAKAR 2% LT,
[ = A A W E A RIR AN 6%
s Sk 1.005 FEZ VAR KL R 2%, [A] Chang 45(2015)
Ex TR Yy dc 2 T AN K A 0.0130 T 1990—2009 4 H H 7 GDP HLBISE N 23%
P GIESIWI R E SRS 0 Chang %:(2015)
P TR H P 308 ik S IO B 2R 1.5 Chang %(2015)
b | REMURHLEEERE | 0d0 | TS f’”%ﬂfﬁ?ﬁgﬁﬁg)zgzg ;Lﬁ i
& EAE(IE S5 1 RS 4 SUC SRR N %
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- Ve B A 0.5 g e ﬁ:ip &;fg o.ﬁgf%ﬁ Wi
Pe SIS b R A TE R AL 0.98 AR EHLIYIE] K22 J SN E R R ks B35 A
o HMEFR bR 2 0.01 PRIl 1%

() ) 2 AH I 55 A [ 9 A A o 8 8 T F S BB i o 53, s %) ik v s 1z

FRATT TR A 5 A A R v ) S DT v ] 1) AR D P R4S e L 4 5 A R 3 B A n 2.
1% Lo A 4 ok o Sz iy (UL L 3) o ZE A ZRREIN T, 25 S RGNS, 1% L], N R 4 SR 2 (5 2y
3%, —J7 T, Y ST B GEE FROAS 1T ) S B0 g Gk 101 98020 ), DT et 101 R0 285 30T H T
KRG 53— 71, i T AME B A THEL, B S g 3 B A AN %, PRt BV v [
Ry — A A AN S 57 R 3, v 1 BORF ST A 25 1 185 Tk A7 R, 5 22 5 0k 12 FA N S
BN i SN SR AR ANI 0 5 22 (0 SN A £, 3 ST 23 53 BOBUR I AN A 35080 . 299K, 350Kt
it o [ 5 BE B AS B 7 R A LU0 T e RIS, SR AT il ER SN At A S 3 0% T AR R el b, SR e B A
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IR L B R R AR RO KN (B B2 0.4%) o B2, YR INE 1% LB, T4 2% o
A, 53 s g B, A5 T e [ S 0RE A B B A R AP AR AR B4, B GDP WA R,
PRI L R A 2 B R B A R 45 3 At

x1073 GDP, WF, 7Tr
2 = 0.5 0.01
— ""'h...
~
0 "\ 0 \
oy - \_|
~ - - — -
-2 0 —-0.01
0 10 20 0 10 20 0 10 20
bia by R
0.2 0.2 0.01
0 / 0 O
~ i — - — -— - \‘
\. — i — - —
-0.2 -0.2 —-0.01
0 10 20 0 10 20 0 10 20
q, ca, v,
0.05 1.0 0.05
0 \\'— 05 0 [y
.-- .h.—---—--
—-0.05 0 -0.05
0 10 20 0 10 20 0 10 20
8w, < bi
0.2 0.01 0.2
" - —
0 P_ 0|2 0.1 /
-0.2 —-0.01 0
0 10 20 0 10 20 0 10 20
m, b, g
0.5 0.2 0.05
m— \
-
0|2~ 0 0
—0.5 -0.2 —0.05
0 10 20 0 10 20
NEx, N, R;
0.5 0.01 0.015
N
~ -~
0 S"— 0 S = 0010 \
-0.5 -0.01 0.005
0 10 20 0 10 20 0 10 20
— T = ()25 —- 7= ()00

B3 FEHRNEREEAEGEE T EZBE NS b &Rk &k R
. 147 -



MPZRE 2019 FE 1 B

FATTIE LB T HA (7 = 0.25) AL B (7= 0.60) W A BE A il A9 175 T o (R B AT LU BLAE - 44
S AR Wz A8 VB AN AR 8 T R, DRI R OB SR BEAR AT o 18 3 R, TR R A T
N BT 44 SIS M V0 0 88 /0, DTG o 00 R 28 5 00 1 ) 8 i/ o by 37 N 0 )™ (1 o 8 A
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ARICMHE T Chang 45 (2015) EE 7 1 HAT B e Br K 5 00K 30k 101 DL R B AR i 45
FURRAE A P [ JF 28 55 DSGE BLA, 18 E T R 4 b b RN 3k B 5 0 95 [ 45 1 2 5 4 1 e
SLBCARE E AR A 232 R 58 ik 23 T R 1 ] B 8% T R S AR 0k ik R — 30 B, S T 4840 A B &R
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The Necessity of Normalized Capital Controls:
An Analysis based on a DSGE Model with the Perspective of
Different Economic Development Stages between the
Developing and Developed Countries

Liu Jianfengl, Pan Yingli2

(1. School of Finance, Shanghai University of International Business and Economics, Shanghai 201620, China,
2. Antai College of Economics &Management, Shanghai Jiao Tong University, Shanghai 200030, China)

Summary: The debate over whether capital controls are needed is very common at home and abroad. By
improving the DSGE model of China’s open economy with some important features such as high economic
growth, which was originally established by Chang et al. (2015), and applying it to a different situation with
the original case, this paper demonstrates the difficulties of international monetary long-term cooperation
about the policy interest rates and inflation rates between China and the United States and the necessity to im-
plement a normalized capital control for China, because of their different stages of economic development.
Obviously, this conclusion not only implies that it is difficult for each country in the world to conduct the long-
term international currency cooperation on policy target interest rates and inflation rates in the normal period,
but also implies that it is difficult for Western and Eastern European countries in the eurozone to implement
the unified policy target interest rate and inflation rate, due to their different stages of economic development.
Its policy implication is that the process of China’s capital account liberalization must be compatible with the
present and future stages of China’s economy development. And this is an objective economic law that we
need to follow. Only when China’s economy development level is similar to the developed countries such as
the United States, and when its economic growth rate converges with the growth rates of the developed coun-
tries, it is possible for China to complete the full capital account liberalization, thereby completely abandoning
the long-term normalized capital controls. Of course, this paper is not intended to prevent the normal opening
process of China’s financial service industry and the normal capital account liberalization process that is com-
patible with the stage of economic development. Especially in the case of the US “increasing the interest rate,
shrinking the Fed’s balance sheet and cutting the government’s taxes”, which has led to increase the capital
outflow pressure, the acceleration of the opening process of China’s financial service industry and the imple-

mentation of appropriate capital outflow controls are complementary, and not contradictory.
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Compared with those developed countries, the capital controls in China and some other developing coun-
tries are the combination of a long-term normalized capital control and a loose or tight temporary countercyc-
lical capital outflow or inflow control. The function of normalized capital controls is to maintain the stability
of the open economy that is compatible with the development stage; while the role of temporary countercyclic-
al capital outflow or inflow controls is a macro-prudential management tool. The contribution of this paper is
that it demonstrates the necessity of the former for the developing countries such as China, and consolidates
the former and the latter under the same theoretical framework. This is the main difference between this paper
and other literature.

It should be emphasized that although this paper demonstrates the reasons for international monetary
long-term non-cooperation and the necessity to implement a normalized capital control over a longer period of
time, this does not mean that the capital controls have always been required in the real economy. Obviously,
the result of the combination of long-term normalized capital control and temporary countercyclical capital
outflow or inflow control in the real economy is that some periods are capital outflow controls; some periods
are capital inflows; some periods may also be free movement of capital. Currently, a typical example for the
latter is that under the background of the increasing of interest rate of the US dollar, the shrinking of the Fed’s
balance sheet and the tax cutting of the US government, if those other conditions remain unchanged, for China
and some other developing countries, the implementing of interest rate rules about the monetary policy and the
floating exchange rate system, combined with a moderate temporary countercyclical capital outflow control,
will be more beneficial to the stability of their macroeconomic variables such as capital accounts, output and
social welfare. At present, the developing countries such as Turkey are suffering from the consequences of a
sharp fall in the exchange rate and capital flight because they have not properly managed their domestic and
international economic and financial issues. In contrast, another typical example is that when faced with the
impact of the cutting of the US dollar’s interest rate, if the interest rate rule is adopted, the exchange rate of
RMB will experience a larger appreciation, and the export will decline. And if other conditions remain un-
changed, in order to promote economic growth and improve social welfare, the Chinese government needs to
moderately tighten the capital inflow control at this moment.

Key words: China’s open economy; capital control; international monetary long-term cooperation;

compound monetary policy; interest rate parity
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