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THE MONETARY POLICY COORDINATION IN RESPONSE
TO SHOCKS OF COVID-19

HE Qing FENG Hao-ming YU Ji-shuang

(School of Finance, Renmin University of China)

Abstract: The COVID-19 pandemic destabilizes the world economy and financial markets. A number
of countries have implemented easy monetary policies to stimulate their economy. The classical game
theory of monetary policy coordination suggests that the world is in need of coordination and lives at the
beggar-thy-neighbor equilibrium. Existing cooperation which ignores the voice of emerging economies is
limited in implemented and depth. The world now works with close economic tie and strong spill-over
effect of monetary policies. To build an effective anti-crisis monetary policy international coordination
system, international cooperation organizations ought to introduce agreement and a scheme of cooperation
surplus distribution, tradeoff between monetary stimulus and asset bubble controlling, keep good policy
communication and information sharing, give more importance to the voice of developing economies.
China can advocate the long-term policy coordination in the framework of "One Belt and One Road",
mediate between the industrial and emerging countries in IMF and G20, and engage in technical
cooperation of central banks to participate in such process.

Key words: monetary policy; international coordination; COVID-19; game theory
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