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Impirical study on conductive effect of stock market
under China’s monetary policy

CHENG Fang-fang, DU Ting

(School of Economics and Management, Zhejiang University of Science and Technology , Hangzhou 310023, China)

Abstract: Since 2008, China’s macroeconomic policies have been adjusted frequently. At the
same time, there are ups and downs in China’s stock market. Therefore, it is necessary to
study the transmission effects of China’s monetary policies on the stock market and how to use
the monetary policies to stabilize our stock market. We adopt monthly data from January 2001
to December 2010 and build SVAR model to study the transmission effects of China’s monetary
policies on the stock market under the influences of the foreign exchange market. We conclude
that there are significant transmission effects on the stock market from the M, and the size of
foreign exchange reserves. Also we find that the foreign exchange rate of RMB has negative
relationship with the stock market index in the short-run, while it has positive relationship in
the long-run.
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Table 2 Selection criteria of VAR lag order
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