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Abstract

The asset inflation is a new phenomenon in recent decades. After several global
financial crises, each government brought about plans stimulating the economy, adop-
ting easy monetary policy to secure the financial system, which resulted in monetiza-
tion of financial risk, increased the adjusting difficulty and global inflation pressure,
pricked up the risk of excess liquidity and money devaluation. Under this back-
ground, asset prices in China have increased sharply. Since the inflation of housing
prices is linked closely with the excess liquidity, housing prices are more ready to be
the leading indicator of inflation. Meanwhile, the major expenditures are purchase
and investment in houses, and the capital function of money is more strengthened. If
we combine the substantive money stock and the rise of asset inflation, we can get the
new concept of “asset inflation” , i. e. , the excess money is reflected in the increase
of asset prices.

This study based on the background, reviewed international literatures regarding
inflation, asset prices and monetary policy, analyzed the difference between the tradi-
tional inflation insubstantial economy and asset inflation, made theoretical and empir-
ical analysis on the formation, evolution and transmit mechanism to the substantial e-
conomy of asset inflation in the post — crisis era with data in China and other coun-
tries, explored the bidirectional relation between monetary policy and asset inflation
from point of view of both money stock and money structure, and presented the new
monetary policy frame keeping away from the asset inflation. Therefore, this study
has come to the following conclusions.

Firstly, this study extended the traditional definition of commodity price rise and
inflation, set inflation into more accurate catalogue which includes inflation in the
substantial economy and asset inflation. Secondly, this study has proved that the most
important factor that pushed up housing prices in the asset bubble period is money
stock instead of the real economy. Thirdly, this study analyzed the impact of changes
in money structure to the price system, and presented that we should pay close atten-
tion to the role of money structure played in the different inflations. Fourthly, this

study posted the policy recommendations, such as reforming the single object model
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of central banks, setting asset price and the ratio of capitalization of money as a su-
pervisory index of monetary policy, establishing the new frame of monetary policy
keeping away from asset inflation to inflation in substantial economy, with the func-
tional reform of central banks and macro — prudential supervision as well as more sym-
metrical policy responding period.

The innovation of the study is as follows. On one hand, it set up a connection
channel between macro monetary theory and micro financial theory, revised the infla-
tion theory and expanded current paradigm of monetary policy study. On the other
hand, it put forward a new viewpoint of keeping away from financial crisis resulted
from monetary policy and demonstrated the impact of money structure to different
price systems.

Keywords: Inflation, Asset Inflation, Monetary Policy, Housing Prices
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