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ernments have already taken various policies and measures to support business
industries. This paper will introduce the monetary policy and fiscal policy taken
by China and overseas countries. Horizontally comparing with the differences
between China and other countries and analyzing China’s measures in different
periods as vertical comparison to consider the effective strategy to deal with the
risk.

2. Monetary Policy

Monetary policy is a common method for a government to boost economy which
Central Banks play an important role in the progress. At 23:00 Beijing time on
March 3, the federal reserve (FED) makes an emergency announcement to cut
the benchmark interest rate by 50 basis points to 1% - 1.25% and the excess re-
serve ratio (IOER) by 50 basis points to 1.1%. The move is the first time since the
2008 financial crisis that the US has cut interest rates between regular policy
meetings. On 15th, the FED announces to cut its target range for the federal funds
rate by 1% to between 0% and 0.25% and launches a $700 billion quantitative
easing program to support financial markets to counter the impact of COVID 19
on the US economy (Sina, 2020a; Weilai, 2020). According to statistics, the FED
has already enhanced the quantity of money by over 2 trillion (Reference News,
2020).

On March 4th Canada cut its main lending rate by half a percentage point to
1.25%, the first cut since mid-2015 (Long, 2020). On March 13th and 27th the
bank of Canada cut interest rates by half a percentage point twice in a row, to
0.25% (Mofcom, 2020).

On March 11th the Bank of England announces an emergency interest rate
decrease of 50 basis points, from 0.75% to 0.25%, in response to the negative
impact of global public health events on the economy. On top of that, the Bank
of England keeps its target for bond purchases at £435 billion, and for corporate
bond purchases at £10 billion. Just a week later, the Bank of England cuts inter-
est rates by another 15 basis points to a record low of 0.1% and increases its
bond-buying program by £200 billion to £645 billion (Weilai, 2020).

In addition, the reserve bank of Australia cuts its benchmark interest rate by
25 basis points to a record low of 0.5%. On March 16th the central bank of New
Zealand announces it would cut its benchmark interest rate by three-quarters of
a 1% to 0.25% and keep it there for at least a year because of a “significant dete-
rioration” in economic expectations. On the same day, the bank of Korea also
announced an emergency interest rate cut of 50 basis points to 0.75%, which is
the first time of benchmark interest rates fallen below 1% (Sina, 2020b).

Until the beginning of April, China’s central bank has already cut the require-
ment reserve ratio (RRR) third times to release 1.75 trillion yuan for long-term
funds (Chen, 2020; Wuhu, 2020). The central bank’s seven-day reverse repo rate
fell for the third time in recent months, from 2.55% to 2.2% (Sina, 2020c¢). It can

be shown on serval resource the medium-term lending facility (MLF) and loan
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prime rate (LPR) also decreases (Fenghuang, 2020). The one-year and five-year
LPR falls by 20 basis points and 10 basis points respectively from March, the
biggest single drop since last August, when the LPR reform is launched (Zhi,
2020).

3. Fiscal Policy

Fiscal policy is mainly including special funds, tax reduction and exemption,
residents subsidies, and supporting small and medium-sized enterprises. Accord-
ing to CCTV, the U.S. President Donald trump signs into the $2.2 trillion sti-
mulus bill passed by the house and senate on March 27, providing much-needed
relief to businesses and individuals. The unprecedented package includes $500
billion to help hard-hit industries; $290 billion for direct cash transfers to mil-
lions of American households, up to $3000 each; $350 billion in loans to small
businesses; $250 billion to extend unemployment benefits; at least $100 billion
will be allocated to hospitals and related health systems (Eastmoney, 2020).

Based on incomplete statistics, other countries such as Germany, France, Ja-
pan and Australia have pointed out stimulus packages close to or above 10% of
GDP. The numbers of policies from Spain, Canada, the UK, and many countries
have been introduced to deal with the impact of the epidemic (Yang, 2020).

As a powerful economic entity, China also has a list of economic stimulate pro-
gram for the outbreak. The investment for “new infrastructure” is playing an ab-
solute important role. The “new infrastructure” means innovative technological
and new development concepts for infrastructure. It not only includes 5G net-
works, data centers, artificial intelligence (AI), industrial Internet and other parts
of the digital economy, but also includes ultra-high voltage (UHV), high-speed
rail transit and charging piles of new energy vehicle (Tian, 2020). It not only in-
cludes the basic foundation of digital economy such as cloud technology, but al-
so includes the digital transformation and upgrading of traditional infrastructure
(JueCezhuli, 2020). It can be estimated that in 2020, the investment amount
would be ¥1.2 trillion yuan (Feng, 2020). In the next years, the investment may
be more than ¥50 trillion yuan for almost 22,000 projects (Liang, 2020).

4. Comparative Analysis

The common goal of all central banks is to further decrease the cost of commer-
cial banks, thus driving down the interest rate on loans. In addition, its change
has a strong signal significance, the deposit benchmark interest rate cut can clear-
ly send the policy signal of the central bank to the market to further increase the
counter-cyclical adjustment, showing the official determination to stabilize the
economy. Furthermore, in light of national conditions, monetary policies should
be more flexible and appropriate. The central banks use measures such as cutting
RRR and interest rate as well as increasing loans to support business, especially
SMS businesses.

Unlike other countries that cut interest rates or print money directly in the
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first place, China’s central bank cut the RRR first and then cut interest rates to
ensure that monetary liquidity is not excessive. Gradually, a follow-on adjust-
ment strategy of “cutting reverse repo rate first—following MLF cut at the same
extent—cutting LPR last” has been formed. The RRR and interest rate are two
tools to maintain reasonably sufficient monetary liquidity; guide interest rates in
the lending market to decrease the cost of capital, and use funds to support the
real economy.

For enterprises, what they are facing under the impact of the epidemic is the
survival problem rather than the pressure of taxes and fees. In the case of shut-
downs and no transactions, the effect of tax cuts and fees is small. Therefore,
creating new opportunity, and injecting power into the market are important.

Compared to other countries, China’s fiscal policy is not only to deal with the
exciting risk, but also a strategy to further development. The investment of the
“new infrastructure” is also a good opportunity to improve the traditional in-
dustrial structure. 5G, big data centers and Al are information network up-
grades; UHV is the upgrade of power supply network, intercity high-speed rail-
way, intercity rail transit and travel network. New energy vehicle charging pile is
a new trend of energy upgrading and travel choice. The industrial Internet is an
industrial upgrade, and it is also related to informatization. It can be concluded
that four of the seven areas of the “new infrastructure” are related to informati-
zation, which is a recognized trend for business. The energy industry and trip
mode also matter to the national economy, resource and people’s livelihood.

The “new infrastructure” takes view in a further picture, but the current out-
break has really accelerated its development. The impact of the epidemic on
economic development is obvious, and GDP in the first quarter is bound to be
affected. If we want to reduce the negative impact of the epidemic on the econ-
omy as soon as possible and restore the economy to the normal track, new vital-
ity to the aggregate demand and supply side need to be given. Focusing on in-
dustrial areas represented by “new infrastructure” is positive to drive the pro-
duction side out of the dilemma. What’s more, as the epidemic begins to spread
around the world, China will face greater environmental pressure this year and
may encounter more difficulties in the growth of external demand. In this con-
text, domestic drive would play a increasing key role in economic development.

Compared to China’s former stimulus program, the new one has its own ad-
vantages. In 2008, the China government also has a “¥4 trillion program” to
support the economy from the financial crisis. The newly printed money flows
directly into all sectors of society, especially some powerful enterprises that are
not short of money and have good financing channels, as a result, economy has
some issues, such as pushing up costs, squeezing the living space of small and
medium-sized enterprises, and causing prices to soar and money to be worthless.
Because the industry at that time basically dabble in real estate, also indirectly
caused the housing price explosion. However, this time, targeted adjustment is
given priority to, such as targeted support and targeted RRR reduction, as well as
precise adjustment such as LPR, personal mortgage related tools.

DOI: 10.4236/ajibm.2020.109102

1608 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2020.109102

Z.C. Jiang et al.

That year, the “¥4 trillion program” is mainly invested in roads, railways and
infrastructure construction, most of which will directly affect people’s livelihood,
such as driving up housing prices. However, the seven major sectors of “new in-
frastructure” investment will be less directly related on the economy and people’s
livelihood, and will not cause a strong impact. Instead, they will drive the econo-

my in a more stable and controllable way.

5. Conclusion

In order to deal with the economic issue caused by the epidemic, it is necessary
to use existing experience for reference. Not only overseas measures, but also
domestic former experience is important. Facing the risk, it is significant to view

the new born opportunity rather than short-term interest.
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