S Mig S
S A5k R

—| #Htw/ &

({%;17 %'(191' (/8{/&”(/’/7 'Z%(
TFtrecn e 5/4‘11/(/(2 -7’((;’1 Z/(/z/‘({

2 PF B 5 W AR &

Economic Science Press




B i sl 5 5T
BRI

Bt =

B HHE R KB



EEERSAE (CIP) Him

=i B SR BOR R N /3 LB . —tst: &
Rl H iR, 2009. 10
ISBN 978 -7 - 5058 - 8608 -7

I. % I & 0. ¥AHE - 253 - Pm - %
TEGK -#F58 - FE V. F822.0

Hh [ AR A B F5 0 CIP Bz s (2009) £ 168157 5

FiEHmE: X B
FiExt: & A4
it AUPI
BARGE: BEH

=9 ig i B 5 51 T BUR B RL
HitgE #*
ZHREH AL R, BT FHEBEEH
ik EEHEREXEREEE 285 HE4: 100142
BHEHIE: 88191217 RATHFHTE . 88191540
sk ; www. esp. com. en
HFHE{F: esp@ esp. com. cn
LI BRI B
880 x1230 32 FF 6.5 Eigk 170000 F
2000410 A% 1 2009 4E 10 HE 1 REIR
ISBN 978 —7 —5058 —-8608 -7 . 18.00 5T
(BEHHNEDE, F1tHHFER)
(R BEHR)



] =

HESH, AXEFRBERTRRNFRELHLEE,
REEEWER S LR FALFABRUALN LS, PREFEF
BMUSEFRERAEREERSE, EEFIRNERSEEAAS
L. RE-R, AV AEREAAWETEFEXRER L, HEEH
HARTLURBERNEARN T ERATTER S L, *
AFEREFNRERTRENER X RAAATTERE, A
L, AHR SO THER R EN BRI BREAERTRER
BEETREHAE ., BE, BAMEERE S SHN— R
A, SREERBN T ET R TR NB B KB
BIRBK, EETHT YRS R L X4 5 R BB K
Y o7 P A2 B W RO B X — Bl L

EHREMPETRER DT

FEMAXBENFEERANERNLTFNE, BRT X
—HBNF RN TR T UARR, WHTAENETEFRUASL
F &

FEEBT £E 1929 £ £ 5 ALY JE fr 2000 ~ 2003 4 &
FFP AR 5 % BORR B MR B &K 1987 ~ 1990 48 0y % 7= 4 4%
ARG TR, W B0t A AT T R K& P
BHAEHRBNBRRR, AR - REEHER, REEMT
FENEFME (RRENE. BRINERLE) 54 TFRKE
B, BIRER AN, RENRELETENENEHFFREFEE



22 \ KAABEHERTRRAS

H, RRTEALTRUN A€,

FZREH VAR CMM # R, 28417 R E w2 BR A
WFCL, BB TRERNBNELEbE, TRERRN: FCH#
#at CPLERBKELARENTAN A, EhEd L, xFH FC
HHEANEHRPEEREANRGAN, HRE*TTEB L7,
RAFCIER GHENFEFEEMAXR, TURN R THRRWE
BT R ERARRYNERBEKE, FHR RSB PYHE
HHEPEARE, AERBEBRTAREZHRTRE,

FREBRMEEERY (2000) A EF#H (199) #
EAG ik, BAMERALFETHEAEENG S BB EHRA,
EMTEZFITERBGZ EARANGRIE, XA KEEB N %
FRTeBMEBEET, HFRERESE B LA E M6 H KL
BRAEHTAHARENR N, FIRLERAN, RABRREE N Y MK
FRABEAERENZLBATRT LR NK K RET: wRET Y
RXAFBEOBRRBEZRH, BRRXEEXPKERNTL, F
ARTLHERAE SR N BESERRE; WRET LE LR
XEBRBEEHEML, TEXEFHR OO EL, BARTLE
B LI EREL R, Xk, ¥FFNHESEHR
BHBREBRRTRALRRABEFABEPRER =Nk RT
WRE, WRETFLEREAXERBRBERENEA, UAEF~NH
BAWKUERERBAARD; WRETURENXEF B OB
B, MFEFHEEANIEERTAHNEA; HMb L %
PRBT B R &AL R Ao




ABSTRACT

Up to date, the literature about asset price volatility and monetary
policy are comparatively abundant. However, the viewpoints on some im-
portant practical and theoretical problems are distinctly different. Should
central bank respond to asset prices movements? Governmental officers
and scholars have not come to an agreement. This paper reviews the liter-
ature on the subjects and learns the wisdoms from the history of United
State’ and Japan’s monetary policy responding to assets price movement,
and then gives a broad overview of the present situation on the experien-
tial relation between asset price and monetary policy in China. Based on
the above, this paper empirical study the signal functions of asset prices
in monetary policy reaction function. Finally, by building a nonlinear dy-
namic stochastic general equilibrium model and using Uhlig’s simulated
technique, this paper analyzes the policy effect on monetary policy re-
sponding to asset prices movements, which gives an answer to the pivotal
problem that whether the monetary policy should respond to the volatility
of asset prices and what extent this response should be.

The structure and main conclusions of this paper as follows;

The first chapter gives the researching background and how the issue
coming up, and then the author reviews the literature in this field and
shows the researching objects and methods of this paper.

The second chapter summarized the historical perspectives on reac-
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tion of monetary policy to asset prices volatility in the U. S. stock market
crash of 1929 and the bursting of Japanese asset prices bubbles in
1989. At the end of this chapter, by presenting some stylized empirical
relations between asset price and monetary policy operation in China, the
author concludes that assets priéé movements have made a great impact
on Chinese economy and therefore they are important factors in the poli-
cy-making of People’s Bank of China.

In the third chapter, the author employs VAR methodology to em-
pirical estimated China’s Financial Condition Index. The evidences from
VAR show that FCI is appropriate to describe the change of financial con-
ditions of China from 1995 to 2005 and has favorable function of forecas-
ting future inflation. Based on that fact, the author proceeds by estimated
Taylor rules augmented for FCI as target and signal variable with General-
ized Method of Moment Methodology. The results suggest that there is a
positively relation between the Financial Condition Index and interest rate
set by People’s Bank of China and FCI could be an indicator of future in-
flation. However, the interest rate policies of PBC reacted insufficient to
CPI inflation and output gap as well as financial condition, so the inter-
est rate policies of PBC are unstable polices.

To eliminate the deficiency that the econometric model built in third
chapter falls short of economic theory foundation, the author builds an
nonlinear dynamic stochastic general equilibrium model including the fi-
nancial accelerator mechanism in closing economy with Bernanke and
Gertler (2000) methods. Through simulating technology innovated by
Uhlig (1999) in this model, I give an answer to the pivotal issue that
whether the monetary should respond to the volatility of asset prices and
what strength of the policy should be made. The results show that the
government’s preference determines whether monetary policy should re-

spond to asset prices movements. If monetary authority favors inflation,
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the inflation-targeting central bank should not respond to asset prices vol-
atility. If monetary authority favors not only inflation but also output vgap,
central bank should respond to the movements of asset prices. In addi-
tion, the strength of monetary policy responding to asset prices move-
ments depends on the weights parameters being set for inflation and out-
put gap in government loss function. If preferring output gap to inflation
by setting a higher weight for output gap than inflation, the strength of
central bank policy reacting to asset prices movement should be higher
and vice versa, which could insure the minimum utility loss of govern-

ment.
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@ Stephen G. Cecchetti & Stefan Krause, “Financial Structure, Macroeconomic Stability
and Monetary Policy” , NBER Working Paper No. 8354, July 2001.
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A 20 tih40 70 AU E AR A R LA LIOR, SR Ao
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EE (MBTNESR) —HEXASEEENSMTHESEME
o HERMHRUHESRMAZNREUGE AWML MBESLTLNR,
RERFHSRTHESEBNLMTHERES, BEEbRE
HREFEAEEERBNSMEAL.” XHBEEAERRT RS
RUIE RS MIREM, |UST N EERMOR RSB LTS
NERKE ISR, D E D25 K 3 T AR B B 6 E 54 R
FIBETR. RAWEELRESHMMEHNET, BNEEME
(2006) EEX 23 MEARR WG HBIRMTE Y, BREANS
BT, SAERREEFBERHUTHRESHEBITHRE
HREin (IR 1-1. F1-2 FR).

®1-1 RATHHRELERSRASRARZHL %
1990 ~1993 4F | 1994 ~1997 4F | 1998 ~2000 4F | 2001 ~2003 4¢

e 1.32 1.48 1. 65 1.45
*H 0.96 ' 1.28 1.72 1.30
H2s 0.40 0.39 0.77 0.84
e 0.66 0.77 1.03 0.82
i 0.86 0.99 1.86 1.41
BEAH 0.73 0.92 1.34 .09 -
Pk 0.61 0. 84 1.28 1.22
BRZ — 0.63 0.90 0.68
B F 0.40 0.47 0.52 0.49
AT 0.91 L7 1.45 1.40
e e 1.21 0.76 0.62 0. 59
& = 1.03 1. 44 1.49
s 2.92 4.38 3.85 1.16

2 0.64 1.16 4.04 2.84
ey 1.04 0.72 1.12 1.16
e 0.77 1.86 1.79 1.10
;i d 0.48 0.67 0.70 0.66
T 0.38 0.35 0.71 0.47
T S 0.69 1.23 2.68 1.57
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sk
1990 ~1993 4E | 1994 ~1997 4F | 1998 ~2000 4 | 2001 ~2003 4¢
. 0.86 1.17 1.95 1.72
gz 37 0.49 0.66 0.96 0.90
R 0.54 0.61 2.29 0.85
g 0.43 0.63 0.53 0.31
E: OMATERALER =0.5 x (HMEAL LB/ HMNIMNEE + PR TR
BR/BRYMIELO .
QRAGEAE =0.5 x (HTAAGERER/ MY HER + PRBAGERE R/
KYMIEED .

PORRIE: RIBEBMERSEWEIAE (www. worldbank. com) BHEEEITHAEL,

#£1-2 RED IRARENSBATES %
Wen | @ | A8 | AR | AE | mEK | .

B mg | oms | omm | s | mm | omm | T |
xH 19 27 36 1 9 3 1 4
iE 24 10 39 2 13 1 4 7
B4 52 12 11 1 1 6 1 15
HH 38 30 13 3 3 2 1 10
f%@ 36 31 11 5 2 4 1 1

W, RN 199 ERREAERANE . REESV. RBAAVNERNR

VEHL A B,

¥Hl 3 P : Allen Franklin, Douglas Gale. Comparing Financial Systems [ M], Cam-
bridge: MIT Press, 1999. (A, P40),

XS AUHAEREER, MEERER BRI THER
RUFEAHE, FIERETER, 1992 ~1995 FR VML HRELE
RIRTE. 1995 48, FE. DR, EIERFRTE ., e85 M E R
FHEFHKRERK %, MitRFEHFHEFHKRMNNA 3.2% .,
LT ERMESR A MABCERS T AE T4 ELSR KR T 5L
KR, BENERYAXERT TRTAEH™TE, flETREx
9 30% WA H=E1 T, FRF, KEMIMFEAWME T RKEEE
KM HHARHEYT K, UIRERE, 7€ 1990 ~1994 4E[H, EHER
RFEE AR 60% 7 bR A Y A< 19 18% I A 2 = A £ Rl 1 5 b 7
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HRIT. BOTTALBIIN 1990 4R 580 23670 3K 3 1994 4R 1320 {23
TC, FHHIE22.8% , BRENREEM T ATEESHMTTHI%E
WEATTE (IR 1 -3 fim) . REFREEXR, XMaELERA
—ERE BYESEAETE, EIFREE AR G LBE N A
3, DULERERN BRSNS BRI REREA DA,

*1-3 FEERBHHES GDP (LE %
FE4 1990 1994 1995

#BE 27.9 91.6 84.7

HE 43.6 49.6 39.9

IR 7.1 27.5 33.6

= i 113.6 275.3 . 26.1

EI = v 13.4 80.0 79.3

ORI HRURTT, (HRERER) (1997),

TERORT 4R, MESRTHIENDT X, RABITHAEKN
SHME5ESHMMERERHHBR LY, REAFSESEE
4140 (OECD) #klth RABFHEE (2000) MZHBEEN: A
1970 £k, G-7 RN AELHRER, URSCHREN SR
TEJE RA RS (Net Financial Wealth) = B o5 7 Ho ] 5% B0 # 5¢
HI KR (R 1 -4 FUR) . R, FHbrere/E BRI E P 245
FEMBRER A (Goodhart and Hofmann, 2001), XFh#a$yE 21
HHERIEFI T #E4E, OECD BB EEE RN (& 1 -5 Fim) .
G-7 BRWERMEY, 2RS5FELMTTMREIFETEE
RS

x1-4 G-TERBER&MSMEFRNEF-HWILE %
FH 1970 1980 1990 1994 1997
EE| — 13.8 12.1 16.0 20.7
H 2 24.7 19.0 26.1 16.2 —
e 12.1 5.3 6.1 6.0 9.0




