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A co-integration analysis of China’s monetary multiplier

SU Liang-yu

(Lingnan College of Sun Yat-sen University, Guangzhou 510275)

Abstract: The paper analyzes instruments of central bank which would affect those factors relevant to monetary
multiplier and carries out an empirical study by establishing co-integration and error correction model. It
demonstrates that in the analyzing period, the multiplier is basically stable. And there is a long-term co-integration
relation between those factors and the multiplier. Central bank is able to control monetary multiplier indirectly by

means of using monetary instruments to affect various factors.
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