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ABSTRACT

ABSTRACT

Since the Bretton Woods System collapsed in the 1970s and
the advanced information ~ disposed technology was largely em-
ployed, a lot of counties have cut down the regulation of financial
market. In this course, the role played by financial market stood
out gradually and the macroeconomic fluctuation showed itself
many new characteristics. Under these circumstances, the whole
economic system becomes fragility and seems to be easily hit by an
adverse shock. In the study of the financial erisis, people reached
a common understanding that the sound financial system becames
more and more important to an economy’ s sustainable develop-
ment.

China’s economy is now in a so — called transitional period
from the traditional Planned Economy System to the modern Mar-
ket Economy System. In this process, the financial market is
showing its influences on the resource allocation. In the same
time, the characteristics of macroeconomic fluctuation now are
different from that under the plan — dominated system. In order
to understand these new characteristics, | ook advantage of the
financial accelerator model {thereafter FAM} as a reference.

The FAM is a good theoretical framework to analysis the
macroeconoraic fluctuation taken place in the western market e-
conomy. The model is developed from the real business cycle
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model by introducing the financial sector under the asymmetry in-
formation hypothesis. The model explained how the effects of
outside shock persist, amplify and spill over to other sectors.
However, we immediately find we are at a loss if we use the mod-
el directly to explain what had happened in China. This is simply
hecause the FAM focus on the developed financial market and
doesn’ t take the developing problem into account. Although the
FAM overlooks the incomplete financial market in the developing
economy, it is still a good standpoint or benchmark. In view of
this situation, | tried to introduce the government intervention in-
to the FAM and develaped a partial equilibrium model, which is
called the FAM augmenied government intervention.

Form the FAM augmented govemment interventon, we
conclude the invention can lower the financial market’ s informa-
tion asymmetry and direct the social resoutce to the government —
relationship enterprises. However, as the model shows, this situ-
ation in turn may increase the market risk. Obviously, in arder to
keep the economy healthy, the financial market and the govern-
ment behavior must be kept in order.

In addition, this dissertation discussed the policy implication
of the FAM and put forward to some specific suggestions to re-
building of the current bank system in China.

Key Words: Financial Market; Government Intervention;
Macroeconomic Fluctuation; Monetary Policy; Deflation
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