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ABSTRACT

MONEY, BANKING, AND FINANCIAL
MARKETS IN CHINA

Writing a book on money, banking and fi-
nancial markets in China is a difficult task, be-
cause the Chinese economy is in a rapid transi-
tion and its financial sector has been constantly
changing since the late 1970s. The present book
offers a comprehensive review of the reform pro-
cess of the financial sector in China since the es-
tablishment of the central bank (1984 —1993).
The emphasis is on providing institutional and
statistical information, rather than drawing con-
clusions. The transitory nature of the financial
sector does not prevent us from recording what
has happened during the reforms and providing
an economic analysis based on theory and statis-
tical evidence.

This book offers the first comprehensive
study Jf the money, banking, and financial mar-
kets in China since the establishment of the cen-
tral bank system in 1984. The author analyzes
the impact of the profound institutional changes

of the 1980s and the early 1990s and highlights



the fundamental transformation of the role of
money—from a passive accounting tool in the
centrally — planned system to an active and in-
trinsically important factor in determining the
growth and stability of the present economy.
The theoretical and empirical researches of
the book are based on the newly established fi-
nancial system and the most recent data avail-
able. The transitive nature of the financial sector
during the economic reform is emphasized espe-
cially. The author’s central arguments are sup-
ported by in —depth analyses on virtually every
important aspects of the financial sector, includ-
ing the function of the central bank and its rela-
tionships with specialized banks and other finan-
cial institutions, money supply and demand,
monetization, price reforms and inflation, non-
bank financial institutions, and new develop-
ments in the financial security markets. Exten-

sive use is made of case studies and illustrative



examples. A complete set of data from all the
empirical studies is provided to allow readers to
examine the models and confirm the econometric
results.

The book consists of five parts and sixteen
chapters. Part One of this book reviews how the
current banking system has emerged from the all
— inclusive monobank system in the past. It
contains two chapters. Chapter 2 introduces the
banking system of China before reform. Chapter
3 provides a brief review of the reform process in
the financial sector and gives an overview of the
new banking system established during reform in
China.

Part Two discusses the money supply mech-
anism and evaluates monetary policies. It con-
sists of four chapters. Chapter 4 defines money.
Chapter 5 discusses the money supply process
after the establishment of the central bank.

Chapter 6 introduces the control instruments of



the central bank and evaluates the effectiveness
of its monetary policies. Chapter 7 focuses on
the discussion of interest rates in China.

Part Three analyzes the monetization pro-
cess and estimates the demand for money. Chap-
ter 8 explains why the income velocity of money
has decreased during the reform period. Chapter
9 provides a detailed discussion on the monetiza-
tion process in China. Chapter 10 addresses the
problems of inflationary expectations. Chapter
11 discusses alternative models of demand for
money.

Part Four examines the price reforms and
causes of inflation. Chapter 12 discusses the re-
lationship between price reform and inflation.
Chapter 13 introduces several useful models to
explain inflation in China from different angles.
Chapter 14 examines the relationship between
the monetary variable and economic activity.

The last part of the book provides updated



information on the recent development of the fi-
nancial markets in China. Chapter 15 discusses
the current situation of the nonbank financial in-
stitutions and the implications for future mone-
tary policy. Finally, Chapter 16 introduces the
rapid development of stock and bond markets in
China.

One of the features of this volume is that it
provides a large amount of data on recent devel-
opments in the financial sector in China. The
empbhasis is on providing information rather than
on reaching conclusions. Therefore, this book
should be regarded as a starting place for re-
search. For the preliminary econometric results
reported in this book, the original data are pro-
vided whenever it is possible, so that readers can

verify the results.




—
Bkt r T R ARy
HHHR-URENER. EHPEHEFT
REREHARY, L4287 7051 %
Uk —BEED. AEXBGE££16 )T
FET b RRATH LK (1984—1993) F [F
ERBITNAREIR. EEETREHER
RUHTENEETFRZBHE D, 2857
Bt BEHTGHENRE LG L 4+ 8
— VI H#AT LI S A0 B4R A ah oy 2 %
KA o
FHEAETRERER RN —RFI %
# X (Yi1990a, 1990b; 1991; 1992a, 1992b;
1993), FHERMTH A4 4.
FORRECE . LHTHI U(THE
FWEREVEIHE 25,217—238 7,3t 4
Bk, RARO1992,JAT B B A 8], B 4K 4
MR .
BEOEREIE . £HTHE (b IE
FRIEEE,1991,75—95 T, 3t 52 i,



BRA©1991,JAT AR 2 & , BE 2 Ak 48 M 48 Ak
B

L10E .2 TH#5 ECFEZFIFR)
%1 4% 28,155—165 T, LRGP E &5
FWVE 3 EE 2 5,219—-223 W, HHKH
% . BA(©1990,1992,JAT KA 8] R EXK
A AR

L1 E.LFTHIBCGHIZ2F%¥)
26:243—270 W, F B k. BHRKO©1993,%
AREABKME,F=.

%128 .85 THI BCLREFAR)
£ % £,1990,28—61 W ,# k. MO
1990, B 2 FH A2 X H. ‘

KETHARBTHARMARAX—E
TMHRAS RS — KR THRELA BT
Wy ¥

N% ) (M&H)

Y ECT T D

B8 X (K BHRRF L)

4 EE (EMIH A ¥



=Y

Fiak « B ERRKF)
A& CR 3 #6)
BRHCPEERHER
BHA2(ERXEFEHALEZRR)
ARFEXLEFEHLEZAD
B GRS« B 7 H ¥

A% - o F 8RR

7 W (# R AR

ME e RERGEZHEHAFE)
#HHEREZFEHUREZRR)
B A G K #)

& thE(FEKF)

B K LT AE)

R F(EREFEAKEER 2D
FTHGPERLHFR)

HESF ZRERREREL)
EE-ERWABREREZE R

A - 2GR A F)
A — (I EAR K ¥



EA(HEWERFR)

Hel s EHERERKE)
ABE - FrHCEHAF
g WEBEMFHEKRD
kR H 4 - FRGERRD
B 38 (3 % TR TK#)
FH G RRD

F L (AR FEKHF)

o H A ED

X & & (CUNY, B & % %K)
R (R RHARF O

B (FAKXE)

W CR B A RBRAT
HEEEREFEHLEERD)
/N (38 37 4% o )

M/ BLCE S K %)
FEEPEZFARE)

JE NN CF BERATD

koL (B LA

kB (K )



KEMCLEAH

kR (EF R

R R B B 2 3P0 ) (LR 4 5
TR 2 F £ )TN EF F 4 &0
REFFREINBELFRA XL FHAH
RFBRDIAR K.

REHFEBRASRNGRZHRE - B &
(George Judge) ##% 9 Bt , o 4 K f & £
FaMmEFtEEH, X ZRFHEAK
AXTH, X

BALRMERNEETH - MAWZH
BRE - FHRFULER - EXRHEF. W
B BA RS AAUB. TS X
Wl ZhwEH . Fhak REaPLT ¥
RAEBH L HERWE; R - EXELEH.
Wt - HFPFER - EREF A GSE
FEOHE, AR FHE T AL BALHN
ER-ErPHES - KA FNEHPA R
WEWN., AENFRERATFEFRXK
% R £ (CSCO M #H 4 X #¥ .,




LR, ERECHBMEITRNET
TR HARHENT ZAH TR A H A
HHZmMkMn, K58 mLTInh—2
FHELFXFATIE BEE-NENMER
AEHA HEEEHMBRE1ET.

RE REHFBRMEAE . KE. LA
ZAEE. AN B EAR S OAEXE R
SOfFH T ESH s, K HHEHCEX
RO TR, W RAFRZIL, T2 B
— AR,




