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The Cyclical and Structural Effect of the Two-pillar
Adjustment Framework: Based on the Business Risk of
Enterprises

Xiao Zhongyil’ ?, Chen Haitao', Liang Hongl’ ?

(1. School of Economics, Southwest University of Political Science and Law, Chongging 401120, China;
2. Institute of New International Land-Sea Trade Corridor, Southwest University of Political Science and Law,
Chongging 401120, China)

Summary: In recent years, economists gradually realize that the single use of monetary policy which
controls currency issuance is ineffective to address the imbalance of financial structure and financial cyclical
fluctuations, thus unable to maintain financial stability and national financial security. The Report of the 19th
CPC National Congress proposed that China should improve the Two-pillar Adjustment Framework, and take
stabilizing economic development and keeping the bottom line to forestall the systemic financial risk as im-
portant goals of China’s current economic and financial task. At present, relevant studies mainly focus on the
impact of the Two-pillar Adjustment Framework on the commercial bank risk and the financial risk, while ig-
noring its effect on the risk of non-financial enterprises in the market economy.

In order to identify the micro-financial stabilizing effect of the Two-pillar Adjustment Framework from
the perspective of business risk, this paper uses the data of Shanghai and Shenzhen A-share main board listed
companies from 2010 to 2018 and empirically investigates the effect and mechanism of the Two-pillar Adjust-
ment Framework on business risk. The following conclusions are obtained: First, monetary policy and macro-
prudential policy, as the Two-pillar Adjustment Framework, might coordinate to restrain the accumulation of
business risk. Second, the Two-pillar Adjustment Framework not only exerts a counter-cyclical effect in differ-
ent economic cycles, but also exerts a micro-financial stabilizing effect on enterprises with different life cycles.
However, in the case of the superposition of the above two cycles, the effect of Two-pillar Adjustment Frame-
work on business risk is heterogeneous. Third, the Two-pillar Adjustment Framework might also exert a struc-
tural effect on business risk under different financial market structures and micro investment and financing

structures.
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The academic value of this paper could be concluded in following aspects: First, it extends the empirical
research on the micro-financial stabilizing effect of the Two-pillar Adjustment Framework to the perspective
of the business risk of non-financial enterprises. Second, it investigates the counter-cyclical effect of the Two-
pillar Adjustment Framework, and discusses its different role in different cyclical superposition and different
structural thresholds, providing supplementary evidence for the related research. Third, it not only provides re-
liable empirical evidence for the study of the Two-pillar Adjustment Framework regulating business risk, but
also provides valuable suggestions for optimizing the regulatory policy of the Two-pillar Adjustment Frame-
work.

Key words: Two-pillar Adjustment Framework; monetary policy; macro-prudential policy; business

risk
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of China’s 3E system by 0.91% per year. Especially since the 18th CPC National Congress, the coordinated
promotion of pollution and carbon reduction has played a more significant role in improving the performance.
At the level of 3E subsystem, the coordinated promotion of pollution and carbon reduction is conducive to the
performance improvement of economic system, energy system and environmental system, but the perform-
ance improvement of energy system faces greater challenges.

The marginal contribution of this paper may be reflected in the following aspects: First, this paper brings
the coordinated promotion of pollution and carbon reduction into the 3E performance research framework for
the first time, which enriches the theoretical research system of coordinated control of pollution and carbon re-
duction. Second, this paper gives full play to the additive characteristics of Luenberger productivity index and
puts forward the calculation idea of energy, environment and economic subsystem performance. Third, this pa-
per shows the great achievements of China’s ecological civilization construction since the 18th CPC National
Congress, and deepens the understanding of the idea that lucid waters and lush mountains are invaluable as-
sets.

Key words: pollution and carbon reduction; 3E system; performance evaluation; Two Mountains
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