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ABSTRACT

ABSTRACT

The main objective of the research is basically to explore the obsta-
cles to achieving the target of macroeconomic control. Giving a systematic
and historical analysis of the relationship between the financial system
and macroeconomic control as the jumping — off place, and focusing on
the cause and the effect of the unsoundness in the financial system, in
specific, this thesis make a analysis and practical research for the special-
ization in China, finally draw a conclusion to set up a sound financial sys-
tem which will be available for a valid macroeconomic adjustment under
the market economy in China.

This thesis comprises introduction and 7 chapters.

Chapter 1 briefly reviews the arising and developing of money, cred-
it and finance, discusses the evaluation of money and finance in function,
and advanced that there is a close relation between economy growth and
the authorities intervention. It represents that economy growth breeds fi-
nance maturity which is defined a correlative state with financial growth
and financial development, while the finance maturity demands the coor-
dination of “visible hand” to normalize the microeconomic behavior,
make up and correct the failure of “invisible hand”, and prompting eco-
nomic growth,

In the course of economics developing, some scholar grasped the var-
ious factors from the financial structure so as to deal with the economic
influence, and told us the financial behavior could play a mutual role in

the realization of macroeconomic control. The formers’ achievements just
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enlighten the author to study the question about how to improve the con-
trol effect used a new research method of which the financial factors and

macro — control influence mutually.

Chapter 2 mainly discusses the relation between financial system and
macroeconomic control. The financial system is something that is of gen-
eral acceptability as a organizational system. Based on the deferent views
introducing, the author makes the definition of the financial system in
function perspective so as to put the research on a certainty basis.

In a broad sense, financial system is a group of money and non-
money instruments, financial intermediary bodies, market and other {i-
nancial activities and mechanism. It is the returns from which collecting
and handling information to prevent financial unsoundness that propels
the financial system developing and going maturity, so we can say that a
financial system is a core for a government to deal with it’ s economic in-
stability .

As the dominated body among financial system, financial intermedi-
ary bodies comprise monetary and nonmonetary institutions, together
with pure intermediary institutions such as brokers, broker companies
and credit rating institutions. In this part , the author pay more atten-
tion to the pure intermediary institutions which give a extra monitor
mechanism for one economy system and compel the economy activity bod-
ies to work cautiously, and originally divides the financial intermediary
bodies into tow types, the complete structure and the incomplete struc-
ture, which decided whether it could give a good transmission mechanism
for macroadjustment or not. In the modern market economy, the com-
plete financial structure of one economy is a basis of the sound financial
system and the effective macroadjustment.

In traditional macroeconomic policies, controlling money supply is a

common use and principal instrument, while many practical studies and
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experiences show that its role is weaken due to the types of intermedi-
atary instruments becoming more and more plenty. The various sorts of
financial instruments from innovation provides the macroeconomy opera-
tion more flexible ways, and asks the government should searching for a
proper and more efficient adjustments according to the change of financial
situation.

Financial market is a place or a mechanism in where financial inter-
mediary institutions and financial instruments play the roles, and a indi-
cator to the efficiency of financial factors and economy activities. It has a
special function that makes financial instruments more enough and strong
liquidity, so it is able to transmit funds by changing their terms. If a fi-
nancial system is sound or unsound, financial market may delivery it
firstly, then expand it to whole economy, therefore we don’ t know

whether financial market maturity will be for good or for bad.

Chapter 3 is contributed to the discussion about the conception, the
cause and the effect of unsoundness of financial system.

After differentiating between stability and soundness, it suggests
that the soundness of financial system refers that the development of fi-
nancial system could meet with the demand from economy growth, in
specification, it mixes with stability and efficiency from one part to all.
Then, this part fully analyzes what induce the unsoundness of financial
system by 5 factors. They are the uncertainty of market economy, inter-
mediaries weak naturally, and the operations irregularly by macroecono-
my controlling as well as microeconomy financing.

Further, it focuses on two respects to study the effect of the un-
soundness of financial system. One is the weakness existing in financial
intermediary institutions always exposes by moral hazard and adverse se-
lection, and substantially distorts macroeconomy policy performance.
The other is the unsoundness of financial market usually leads financial
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distress, even does harm to the real economy.

Chapter 4 joins in the disputes on financial globalization, represents
the impact on the soundness of financial system, and puts forward that
the financial globalization may amplify the uncertainty of economy,
weaken banking system and fluctuated financial market seriously while
gives the writer’ s assent to that competition and efficiency is strength-
ened. Since the 70s last century, financial deregulation brought about the
financial liberalization and the trend of the financial globalization is
speedening and deepening. Under this circumstance, it is essential for ev-
ery country to guard against the unsoundness of financial system, so this
chapter tells how to set up guarding mechanism. In the author’ s opin-
ions, these actions should be taken including improvement on the inside
risk = control ability, establishment of cohesive focus under the risk —
control culture atmosphere, enhancement in the financial management
and monitor, accuracy in forecasting and prevention instruments, and

making a sound macroeconomy policies.

Chapter 5 summarizes historically and sequentially the Chinese fi-
nance maturity into four stages on the review of the Chinese economy re-
form over 20 years, tries to touch with the relative degree between the fi-
nancial system developing and the effect of macrocontrol in China, and
contributes the achievements of macrocontrol from 1992 to 1996 into sev-
eral suitable measures, such as giving central bank great dependence and
authority, promoting the state — owned banks comercialization and estab-
lishing the interbank market , at same time the direct control measures
has being replaced step by step with indirect adjustment. However, it’ s
unfortunately that the recent financial adjustment has not been working
with the increasing of market degree in china’ s economy. This chapter

stresses that there are no positive and internal requirements for financial
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intermediary institutions to erode the risks, also to reflect the changes

from the situation in China.

Chapter 6 describes the characteristics for china’ financial weak-
ness: excessive ill — assets and single sources for banking, nonselective-
ness and nonliquidity on financial instruments, even the capital market
nonefficiency. Just these special shows in China limit the roles of
macroadjustments. In this chapter, we get the root in the financial fac-

tors supplied by government.

Chapter 7 describes an ideas in near future to set up a sound financial
system in order to improve the active effect of macroadjustment under the
socialism market economy, then argues the challenge to our financial sys-
tem from entry into WTO and financial globalization, analyzes our gap
between the future’ s ideas and today’ s situation, finally gives some

suggestions that we should do at present.
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