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An Appraisal of the Root of the Liquidity Surplus Problem in China and the Solutions
ZHU Yi-hong

( Faculty of Business, Ningbo University, Ningho315211, China)

Abstract:Now the major solutions to the problem of liquidity surplus in China are the deposit reserve policy and the central
bank’s bills hedging.However, the modern monetary theory and China’s policy practice indicate that the root of liquidity surplus is
uncontrolled money supply. A reform in the exchange rate should be an essential fundamental solution to the problem of
monetary overflow. The financial system reform and the development of direct financial markets can be some supplementary
solutions.
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