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The Binary Transmission Mechanism o China’ s Monetary Padlicy
—A Ressarch on the® Two Intermediaries, Two Targets’” Model

Sheng Sngcheng and Wu Peixin
(PBoC Shenyang Branch; FBoC Shanghai Head-Office)

Abgract : The research , udng VAR node and ecoromic and financid data garting fromJan. 1998 and expiring by Jun. 2006 , by
ecorometric methods and theoretical andyss, examines the intermediate target and trangmisson channd of China’ s nonetary
policy. The reauits are asfollowings: (1) monetary sock M, is a good indicator of China’ s monetary policy , which isfar and avay
the begt predictive variable anong the five conddered; (2) M, is China’ s nonetary intermediate target because M, reacts
sygematicdly to the industrid-added vaue and CPI and M, innovation is made by centra bank ; (3) credit volume is a key channd
o the nonetary trangmisson mechaniam, and dnog o noney channd. Credit is a de facto intermedae target , which tune
macroecoromy and induce the changesof M, aswell , © there are two intermediate targets credit and M, , which are fundamentally
the same as the studion before 1998 ; (4) the two intermediate targetsfunction in different fiel ds credit isfor rea ecoromy and M,
for financid market, which is a redidic choice and the centra bank has succesully coordinated them very wel. These
oonclugons are meaning ul for the practicesdf China’ s nonetary policy , which indicate that we should pay nore atertion to the
credit volume and take it as the core variable to tune macroecoromy. O course this nonetary trangmisson nodd isonly dfective
tenporarily for there are many limitationsinit. Inthefuture, it is necessary to adopt intered rate , which is nore irformetive , as
the intermediate target , which takes the marketization of interes rate and exchange rate as the preconditions.

Key Words:VAR; Mongtary Rolicy; BEpiricd Ted ; Intermediate Target ; Trangmisson Mechanism

JBL Classfication : E520 , E590

( : ) ( : )

( 25 )

On the Mechanism o Sugainable Growth:
Evidence, Theory and Pdlicy

The Research Goup
(Inditute of Ecoromics,CASS

Abgract :China’ s development environment has changed as Chinese ecoromy gpproaches to the group of midd e-income courtries.
How to achieve the sugainable gronth in the new environment is the main theme of our paper. Acoording to China’ s redity , this
paoer introduces the government support codficient in the enterprise’ s production function, which can be atained by the
maximization of government welfare function. Our andysds shows that when government has enough reources to mairtain its
gending , the government support codficient is rdatively large and the enterprise’ sinvetment will be encouraged by low tax , low
reource prices, subsdies and etc. While the government income is not large erough to redize the ocid wefare target , the
government codfficient will change and the enterprise can ot enjoy the government support and even will be punished by high tax.
Therefore, the key for new mechanian of China’ s sugainable gronth isto match government pending to itsfiscd potentid , and
encourage enterprie’ sinnovation to maintain ecoromic vitdity.

Key Wor ds: BEooromic Gowth; Midde Income Trap ; Government Trandormation

JBL Classfication : E690 ,0160
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