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On the Cause and Its Effect of the Credit Rationing in China

WANG Zheng

Abstract: Credit rationing is a common phenomenon in credit market, which refers to the
scenario that the request of borrowers is refused or is fulfilled only partially. In the credit rationing
theory of the new Keynes doctrine, the mechanism of both interest rate and rationing are
considered to have impact in the credit market. At the microscopic level, commercial banks use
credit rationing as a protective measure for their credit supply in case of information asymmetry.
At the macroscopic level, credit rationing provides an alternative transmission channel of
monetary policy to interest rate that connects financial markets with total demand. This may
accelerate the degree of economy recession or extend and prolong their duration, and partially
offset the effectiveness of macroscopical economic policies. Credit rationing reduces the
efficiency in the use of credit funds, but there is certain realistic rationality in its existence .
China's credit rationing in current belongs to the "double credit rationing™ , which means the
market mechanism with government control can occur in combination. The way to solve the
problem of the dual credit rationing in China is to speed up the marketization of interest rate.

Key words: credit rationing, adverse selection, dual credit rationing, financial repression
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