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The Track of China’s Monetary Policies from
1992 to 2011: Price Rule vs. Quantity Rule

FANG Cheng'®, DING Jian-ping”

(1.School of Finance, Shanghai University of Finance and Economics. Shanghai
200433, China ;2.Research Center for Modern Finance s, Shanghai University of
Finance and Economics,Shanghai 200433, China; 3. School of Mathematics and
Statistics s Zhejiang University of Finance and Economics s Hangzhou 310018, China)

Abstract: The past twenty years saw the high growth and volatility of
China’s macro economy; but the volatility was much smaller after 2000.
Using the macroeconomic data from 1992 to 2011 in China, this paper em-
pirically estimates the price rule and quantity rule of monetary policy. The
results show that the response of exchange rate in monetary policy rules is
not obvious and the response of quantity rule to output and inflation is more
significant than the response of price rule. In 2000, monetary policy rules in
China experienced a structural change; the response of monetary policy in
China to inflation has a dynamic time-varying feature and the quantity rule is
more effective than the price rule in monetary policy regulation.

Key words: price rule; quantity rule; time-varying coefficient estima-
tion; VAR model (FTHEHE & )
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