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The Synergies of China’s Fiscal and Monetary Policy Based on
DSGE Model

Abstract: In this paper, according to the background of firmly Correlation relationship between fiscal policy and
monetary policy in China. By selecting China’s real economic data, we build DSEG model-CMR model which
contains bank section. Meanwhile, we simulate three different scenarios in order to evaluate fluctuations in the
economy which is based on different policies. The result is: In the current condition of interest rates are not yet
fully market-oriented, the effect of quantitative monetary policy is outstanding and duration is long. Therefore,
prudent monetary policy is needed. In the condition of economic downturn, the fiscal-oriented policy is needed. In

the condition of inflation, tightening financial policies is needed.
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