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The Impact of the Implementation and Withdrawal of the
US Quantitative Policy on China’s Economy
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Abstract

In order to counteract 2008 subprime mortgage crisis and stabilize the financial market, the U.S. Federal Reserve entered a seven-year
quantitative policy which released a large amount of working capital by the end of 2007. As the largest trading partner of the United
States and the second largest economy in the world, China bears the brunt of the huge liquidity released by this policy, which has a strong
spillover effect through asset prices, import and export trade, and international capital flows. In this regard, the effective way to resolve
this is to adopt flexible monetary policies, strengthen the supervision of cross-border capital liquidity, promote the reform of the exchange
rate system, and promote the convertibility of RMB capital accounts and the internationalization of RMB.
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