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An Empirical Study on the Institution and
Demand Endogeneity of Money Supply

WANG Guo-song

(College of International Business and Management »
Shanghai University » Shanghai 201800)

Abstract ; The paper makes an empirical study on the endogeneity of Chi-
na’s money supply respectively from the views of the passivity of base mon-
ey supply, the asset of transmission channels of “portfolio investment &
foreign exchange”, and the interest-rate transmission channel. It turns out
that the money supply is obviously endogenous, revealed in the endogeneity
of the base money supply and the demand endogeneity of the credit supply in
China. To improve the effect of monetary policy, the authorities should sta-
bilize the revaluation expectation of the RMB foreign exchange rate, raise
the ratio of the required reserve, and raise the interest rate of the loans espe-
cial the middle-long run loans.

Keywords: endogeneity of money supply;institution endogeneity of base
money supply;demand endogeneity of credit supply
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