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Macroeconomic Policy with Damaged Balance Sheets

WANG Qushi, ZHONG Yi, SHENG Zhongming, SUN Zihan, ZHU He

Abstract: This paper demonstrates that damaged balance sheets will stifle China’s economic
expansion under the influence of multiple factors such as COVID resurgence, asset revaluation in
some industries, and the transformation of medium and long—term growth models. By reviewing
lessons learned from other countries, the paper points out that when balance sheets are damaged,
the economy will face greater and longer—lasting downward pressure, sometimes in tandem with
financial crises, limiting the effectiveness of conventional macroeconomic policies. The paper
proposes specific policy options for enhancing counter— cyclical adjustment and designing proper
tools against balance sheet recession.

Keywords: balance sheet, fiscal policy, monetary policy
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