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The Asymmetric Impact of Open Market Operations

on the Money Market Benchmark Interest Rate

MAO Zesheng, XI Jing
(School of Finance, Nanjing University of Finance and Economics, Nanjing 210023, China)

Abstract ; Market interest rate regulation has changed from direct regulation to guided regulation for open market operations
in China. The key to the latter lies in the choice of the benchmark interest rate in the money market and its role in
transmission. In this paper, we use the EGARCH model and VECM model to analyze the three major money market interest
rates in China in terms of market, stability and foundation. We select the interest rate with the best benchmark function as the
benchmark interest rate of the money market. With the help of Nonlinear Autoregressive Distributed Lags (NARDL) model, we
conducted empirical research on whether the benchmark interest rate of the money market is affected by the asymmetric
operation of the open market. We found: (1) that the national inter-bank pledged bond repurchase rate performed best in terms
of marketability, stability, and basicity, and was most suitable for serving as the benchmark interest rate of the money market;
(2) that whether it is in the short-term or the long-term, the interest rate of repurchase operations of different maturities has an
asymmetric impact on the benchmark interest rate in the money market; and (3) that the volatility impact of the money market
benchmark interest rate on the repurchase operation interest rate generates a non-linear and long-lasting response process.

Key words : open market operation; money market benchmark interest rate ; repurchase operation interest rate ; asymmetric

influence



