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Abstract

Although the theory of “liquidity trap” has certain historical limitations and conditional limita-
tions, its economic significance cannot be ignored, that is, “liquidity trap” means economic crisis
or great depression; in the case of falling into liquidity trap, the monetary transmission mechan-
ism fails. In the period of economic recession, we should be alert to the liquidity trap and not
simply adopt monetary policy to resolve the crisis. Based on the analysis of the year-on-year change
rate of CPI, Shibor overnight interest rate and calculated real interest rate, supplemented by the
analysis and verification of GDP and fixed investment data, this paper believes that there has been
a “liquidity trap” condition under the current epidemic situation in China, which needs to be high-
ly vigilant. China’s goal of “six guarantees and six stabilities” is the fundamental guarantee to sur-
mount the “liquidity trap” and quickly resume economic development. The macroeconomic poli-
cies adopted are effective. To expand domestic demand on the basis of returning to work and pro-
duction as soon as possible, in addition to the key role played by infrastructure construction and
the pulling operation of state-owned enterprises, focusing on supporting small and medium-sized
enterprises and private enterprises is essential to ensure people’s livelihood and stable employ-
ment. We need special support from fiscal policy, monetary policy and other policies.
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Figure 1. Comparison of Shibor overnight interest rate change and CPI change rate

[ 1. Shibor P& FIZET S CPI FELL T ELLE

K2 /& CPLAREUARMIE S . IWEIFEH, 2015 4F 6 & 2019 4F 6 J WI[a] CPI 2 A/EAME ML B Rk
3, {HZM 2019 4 6 HIT4G CPLAREH I 1 WA BT S, ST I 7 R0l B2 ko mmI BLR . 1
£ 2020 4 2 A2 )5 CPLIGHE T F#, 4effs2 2 7B ™ B, —J5 s TIs 7 SR dh it AL
AR IRE A, 5 TT AT S TR N B, T PR BRI, K 3 & GDP [Al EUI K R AR LT 3,
" LA Y GDP [A]EE3E K AR 2015~2019 4R KT 0, Uil GDP fEX 2K i1, X IR 1 BURFRELT
BB AR 6% T SR F s 1 T80 “ SRk Ba B S22 Rl AR il m] DA R ZERS SRV ) GDP 3L
TWENX T . X5 CPLRE AR LGB Y& 1.

CPl.month 2015-06-01 / 2020-05-01
105 105
104 104
103 103
102 102
101 101

T T T T T T T T T T 1
6 12 6 12 6 12 6 12 6 1)
2015 2015 2016 2016 2017 2017 2018 2018 2019 2019

Figure 2. CPI index changes
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Figure 3. Change of GDP growth rate on a year-on-year basis
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Table 1. Central bank reserve adjustment over the years

® 1. PRIITEZEHFRAE
ARAH KB ERCGRAEERD KREMAERE) KREmOTBELE) hREMOERN) PHEEROEE) TrEeRcR R EL)

2015.02.05 20.00% 19.50% —0.50% 18.00% 17.50% —0.50%
2015.04.20 19.50% 18.50% —1.00% 17.50% 16.50% —1.00%
2015.09.06 18.50% 18.00% —-0.50% 16.50% 16.00% —0.50%
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Continued
2015.10.24 18.00% 17.50% -0.50% 16.00% 15.50% -0.50%
2016.03.01 17.50% 17.00% -0.50% 15.50% 15.00% —0.50%
2018.04.25 17.00% 16.00% -1.00% 15.00% 14.00% -1.00%
2018.07.05 16.00% 15.50% -0.50% 14.00% 13.50% -0.50%
2018.10.15 15.50% 14.50% -1.00% 13.50% 12.50% -1.00%
2019.01.15 14.50% 14.00% -0.50% 12.50% 12.00% -0.50%
2019.01.25 14.00% 13.50% -0.50% 12.00% 11.50% —0.50%
2019.09.16 13.50% 13.00% —0.50% 11.50% 11.00% —0.50%
2020.01.06 13.00% 12.50% —0.50% 11.00% 10.50% —0.50%
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Figure 4. Shows the growth trend of total fixed investment
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