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The Relationship of Intermediate Target of Monetary Policy between
Macroeconomic Fluctuation in China

Jin Chunyu, Gu Hongmei

(Jilin University Quantitative Research Center of Economics, Changchun, 130012, China)

Abstract: In this paper, we test the quantitative relationship between the monetary policy intermediate target and
macroeconomic fluctuation. We also want to know whether the forecasts of economic theory are accordance with
the economic facts in China’s economy. We use the structural VAR model to recognize the innovations in monetary
intermediate targets. Among the different periods, we analyze respectively the credit scale intermediate target from
1993:01 to 1997:12 and monetary aggregate intermediate target from 1998:01 to 2004:06. The empirical evidence
indicates the impact responses are consistent with economic theories. This means that there are the constitute and
market foundations for the mechanisms of monetary policy in China’s economy.

Key words: monetary policy, intermediate target, structural shock, VAR model
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