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Abstract

In line with the development, China’s ecomony is in a critical period. Interest
rate liberalization is very importment being as the most important part of Chinese
financial market reform. For China’s domestic market, interest rate liberalization is
the steam of reforming banking industry and capital market. At the same time, interest
rate liberalization also promotes the reform of RMB exchange rate and accelerates
and facilitates the process of RMB internationalization in the world.

Promotion of interest rate liberalization has a significant impact on financial
market and main body in the financial market. Interest rate liberalization challenge
China banking system’s current business model — rely on interest spread as the main
source of income of business banking. Meanwhile, because of scale, capital injection,
network construction is less than most of local banks, foreign banks face more
challengue than Chinese bank.

This paper has summarized research on the interest rate liberalization and
analyzed the impact on China banking industry. By comparing with the impact on
local banks with the impact on the foreign bank, this paper provide some suggestions
to the foreign bank on how to distinguish themsevees from the local bank in the intest

rate liberatlization.
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1972 3.51% 4.76% 1982 3.85% 5.79%
1973 3.55% 5.35% 1983 3.80% 5.34%
1974 3.50% 6.31% 1984 3.91% 5.61%
1975 3.31% 5.79% 1985 4.02% 5.30%
1976 3.76% 6.46% 1986 3.87% 5.04%
1977 3.80% 6.83% 1987 3.86% 5.05%
1978 3.88% 6.38% 1988 4.00% 5.27%
1979 3.85% 6.04% 1989 3.99% 5.61%
1980 3.82% 6.20% 1990 3.95% 5.24%

BORLRUE: 2B

I 2-1, FERIRWIALRIVI], FO0RIZESE/N, M 1981 1K) 6.35%I 7 2
1983 £ (1) 5.34%. AR NI RA TR G, VR Z MG ETHIF Sk T
AT A Z /TR
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