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The Impact of Libra on China’s Monetary Policy and Its Countermeasures
LI Zhen, LIU Yingge, DAI Yicheng
(PBC School of Finance, Tsinghua University, Beijing 10083, China)

Abstract Facebook issued Libra as a virtual currency system anchored by non-sovereign countries and ancho-
ring fiat currencies against the background of structural imbalances in the world monetary system and financial
resource matching. Libra has monetary properties and is essentially a currency of a non-sovereign country. Un-
der Libra’s operating mechanism, China’s monetary policy may be affected to a certain extent, the role of the
intermediary indicator of money supply may be weakened, the speed of currency circulation may be accelerated,
cash in circulation and deposit reserves increased, which in turn affects the value stable of RMB. The uncer-
tainty of the supply and demand relationship of the quantity of money increases, and the adjustment of interest
rate policy becomes more difficult, and the effect of monetary policy implementation may be weakened. In addi-
tion, it may also weaken the effectiveness of RMB foreign exchange management, affecting the status of the
RMB in the domestic valuation scale and the process of RMB internationalization. It is recommended that regu-
lators take the initiative to clarify Libra’s regulatory attitude and regulatory bottom line, explore the construc-
tion of digital currencies with RMB as the underlying reserve asset; appropriately optimize monetary policies
and increase the continuity of interest rate policies; further strengthen foreign exchange supervision, and estab-
lish and improve dynamic scanning and Monitoring mechanism; open the forbidden zone for discussions and in-
novation experiments on digital currencies and digital assets, carefully use “sporty” and “one-size-fits-all” regu-
latory means, explore to establish an inclusive and prudent regulatory paradigm; accelerate the construction of
a legal system to promote the issuance and trading of digital currencies. Finally, it provides the institutional
foundation and guarantee for financial innovation-driven development.

Key words stablecoin; blockchain; digital currency; monetary policy; foreign exchange management; financial

supervision
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