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Positive Analysis of the Correlation Between Economic Growth and Loan
Growth

Abstract: It is estimated in this paper that the elasticity of loan balance for real GDP during 1976 to 2001 in China
is 0.4749 with point estimation and [0.4635, 0.4863] with interval estimation. Based on co-integration test, we find
there is a co-integration relation between /n GDP, and /nL,.By using of Granger causality test, we confirm that
InL Granger causes [nGDP and not the contrary. Therefore, a conclusion can be drawn that money is not
neutral unless the following two situations exist: one is there is full employment in economy and another is that the
bad debts are too serious to handicap the commercial banks in loaning.

Key words: economic growth and loan; elasticity; co-integration test; causality test
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