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Abstract

“There is no other solution to the aging society, except for delaying its
approaching.” said Yu Tianren, columnist of Phoenix New Media. By the
end of 2013, 95 of the 210 countries and regions in the world have entered
aging society, demonstrating that aging has grown into a global phenorﬁenon
vexing a growing number of countries. InChina, 7. 01 percent of the popula-
tion ( totaling 89. 13 million people) was 65 and over till 2000, marking
that China has stepped into the list of aging society. Hence, the impact of
aging on our economic and social development has proved to be the focus
and hot issue of our academic research now and for quite a long time in the
future.

Based on the financial development as well as monetary policies of
China practically, this present thesis is directed toward the impact of popu-
lation aging on the interest rate transmission mechanism, the credit trans-
mission mechanism, exchange rate and asset price transmission mechanism
of monetary policy, analyses various influential factors to and puts forward
political proposals on the reform of our monetary policy transmission mecha-
nism.

On the theoretical basis—the demographic transition theory, life —
cycle hypothesis and Keynesianism’s monetary policy transmission theory,
this thesis adopts empirical research on the impact of population aging on
monetary policy transmission mechanism by virtue of unit root test,

Johansen cointegration test, Granger test, vector autoregression model
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(VAR). Then, after drawing a conclusion by means of theoretical analysis,
a logical system: basic theory — literature review — practical problem — em-
pirical test— policy proposals, is shaped.

This thesis describesChina’s current population aging, summarizes fur-
ther the new features and new trends of it, and analyses the connection be-
tween population aging and financial innovation, population aging and fi-
nancial risks. It is the impact of population aging on financial innovation
and on financial risks that serves as a premise and basis for aging’s impact
on monetary policy transmission mechanism.

On the impact on the interest rate transmission mechanism of monetary
policy, this present thesis sorts out the principle theories of interest rate
transmission mechanism, namely the quantity theory of money,
Keynesianism’s IS—LLM model and interest transmission theory of Monetarist
school, discusses the acting on market players by interest rate transmission
mechanism as well as systems and characteristics of China’s interest rate
transmission mechanism. Furthermore, the author employs literature review
on the impact on interest rates transmission mechanism concerning
population age structure, aﬁd empirical research measured by variables and
indicators from the year 2002 to 2012, involving population aging, money
supply, interest rates, investment, consumption, economic growth. The re-
sults demonstrates that certain but inconspicuous influence is exercised by
population aging over interest rate transmission mechanism of monetary poli-
cy; although fluctuation on interest rate is bound to be caused, due to the
expansionary or tightening monetary policy implemented by central bank,
this volatility will not result in remarkable changes in investment and con-
sumption, so as to in China’s economic development. Thus the interest rate
transmission mechanism due boasts of some affects inChina, but lacks obvi-
ousness.

On the impact on the credit transmission mechanism of monetary poli-
cy, this thesis clarifies the development course and rationale for the credit

transmission mechanism, analyses main approaches, in terms of credit, to
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transmitting monetary policy, and discuses the impact mechanism of popu-
lation aging on credit transmission channel. By adopting variables and indi-
cators, namely population aging, budget deficit, money supply, inflation,
bank loans, investment on fixed asset, economic growth from 2002 to
2012, the author empirically analyses the impact of population aging
onChina’s credit transmission mechanism of monetary policy. The study re-
flects that population aging plays a role in credit transmission mechanism of
monetary policy, which serves as the major channel of monetary policy
transmission accordingly.

On the influence on the exchange rate transmission mechanism of mo-
netary policy, this thesis analyses the main theories for exchange rate trans-
mission mechanism of monetary poliey, including the theory of purchasing
power parity, interest rate parity theory and Mundell — Fleming Model, and
describes the exchange rate transmission mechanism in a mature market e-
conomy. Besides, analyzes on exchange rate transmission mechanism under
the current exchange rate regime is conducted, as well as the clarification of
the relevant records essential to exchange rate transmission mechanism both
in domestic and overseas markets. Moreover, the author analyses the impact
mechanism of population aging on exchange rate transmission mechanism.
Assisted by variables and indicators, including population aging, money
supply, the RMB real effective exchange rate, net exports, and economic
growth from 2002 to 2012, the research finds slight influence is generated
by population aging on exchange rate transmission mechanism, and an evi-
dent change of practical and effective exchange rate is unlikely to occur on
condition that the money supply changes. Over the short term, changes in
net exports volume are in accordance with changes of practical effective ex-
change rate. However, the impact on economic development is unnoticeable
on a long — term basis. The findings above indicate that effectiveness
ofChina’s exchange rate transmission mechanism undergoes retardant.

On the effect on the asset price transmission mechanism of monetary

policy, this thesis introduces the main theories of asset price transmission
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mechanism of monetary policy and experience of the United States and
Japan in monetary policy transmission of asset price, discuses the
influential factors of asset price transmission mechanism and clarifies litera-
ture of concerning problems, and analyses the mechanism of population ag-
ing on asset price transmission mechanism. Additionally, the author
employs variables and indicators from 2002 to 2012, containing population
aging, money supply, asset prices, consumption, investment and economic
growth , and finds out that population aging exerts scarcely any influence on
asset price transmission mechanism of currency policy. The change of money
supply, caused by Central Bank through carrying out expansionary or tight-
ening monetary policy, can be transmitted to the stock market and real es-
tate market, while real estate prices can greatly affect consumption, and
have bearing on economic growth. Nevertheless, this case is inapplicable to
stock market. China has achieved a certain results in asset price transmis-
sion mechanism, in which real estate outstrips stock market price in its in-
fluence on consumption, transmitted from monetary policy.

In the context ofChina’s population aging, this thesis, in view of actual
status of China’s financial reform, puts forward specific measures and politi-
cal proposals, aiming at reforming China’s monetary policy transmission
mechanism.

Key words; Population aging, Monetary policy transmission
mechanism, Interest rate policy, Credit policy, Exchange rate policy,
Assel price

Impact of population aging on the monetary policy transmission mecha-
nism

Study on the transmission mechanism of monetary policy the aging of

the population
Key words: Population aging, Monetary policy transmission

mechanism, Interest rate policy, Credit policy, Exchange rate policy,
Asset price
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