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Implicit Government Guarantee, Misallocation of Credit
Resources and the '""Dual-pillar" Framework

Analysis Based on BGG-DSGE Model
Liu Lizhen, Zhang Peng (Northeast Normal University)

Abstract The absence of systematic financial risks is the bottom line to ensure the steady growth of
China's economy. The implicit government guarantee is conducive to reducing the friction cost of credit fi-
nancing and playing the role of financial support to cope with crises, but it will also form an asymmetric dis-
tribution of credit acquisition and repayment constraints between state-owned enterprises and non-state-
owned enterprises, resulting in resource misallocation in the credit market and bringing new fluctuations to
the real economy and financial markets as the degree of resource misallocation deepens. The effective combi-
nation of traditional monetary policy and the new counter-cyclical macroprudential policy is known as the
"dual-pillar" regulatory framework to cope with and prevent systematic financial risks. The empirical analysis
shows that when the economy is faced with various risk shocks, the regulatory effect of the "dual-pillar" poli-
cy on state-owned enterprises is more obvious than that on non-state-owned enterprises. The "dual-pillar" pol-
icy helps to curb excessive debt enterprise behavior, to control the irrational increase leverage and to inhibit
the action of the accumulation of systematic risks. The policy is also conducive to achieving multiple objec-
tives of macroeconomic policies, improving the level of social welfare, and promoting the effective allocation
of credit resources so as to improve the quality, efficiency and security of economic operations.

Key words implicit government guarantee; heterogeneous enterprises; dual-pillar regulation frame-
work; BGG-DSGE model
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