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Capital Mismatch, Correlation Effect and the Development of Real Economy
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Abstract: Financial suppression system led to the mismatch and distortions of capital and the actual availability of
funds between short—term and long—term development. It showed negative effects in three areas about the sustainable
development of China’s economy: Firstly, It pushed up rising leverage China’s real economy, increased cost of debt
of the real economy, which suppressing the inherent power of the real economy. Secondly, It showed inhibitory effect
on the upgrading and enhancing the independent innovation capability. Thirdly, the monetary policy transmission
mechanism has formed a prominent distorting effect and blocking effect. To solve the problem of capital mismatch
and distortions, we should speed up the mixed operation of banking system, innovate the direct financing way,
tolerate and encourage the full development of the capital market, and even moderate bubble, establish a new stock
market and business sector in Beijing, Tianjin and other core area board and new board market to promote the
upgrading of regional innovation capability.
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