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The Normative Nature of the Interest Rate Cap in Private Lending
and Its Substantive Review: Interpreting the Quadruple of the One-

Year Loan Prime Rate

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: The quadruple of the one-year loan prime rate is the judicial ceiling on interest in private lending.
Misunderstanding its nature produces three deviations: treating the ceiling as a standard and awarding interest at the maximum,
displacing the parties' agreement; construing interest formally, so that service fees, consulting fees and deposits circumvent the
cap; and handling compound interest, liquidated damages and overdue interest separately, ignoring the aggregate control. This
article argues that the cap is a rule of partial invalidity: the excess is void while the rest stands as agreed, and courts may neither
substitute the cap for the agreement nor award at the maximum when the agreement is unclear. Interest should be construed
substantively, so that any consideration for funds under whatever label falls within the aggregate control; compound interest is
subject to dual limits on the prior rate and on the total; liquidated damages and overdue interest are both caught by Article 29.
Review should proceed in four steps, with the temporal rules fixing the cap for each period.

Key words: private lending; interest rate cap; quadruple 5% #X 17 3% #f { F| % ; partial invalidity; substantive review;
compound interest
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