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Real Possibility and Countermeasure
on Current Financial Policy of China Evoking Inflation
ZHANG Yi-shan', SUN Yu’
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Abstract: In recent years, price indexes of China have continuously decreased, which leads to deflation in
economy. It has been an effective way for the Chinese government to apply the active financial policy. But
there has been an urgent problem whether GNP of China and the financial ability of the govemment can still af-
ford to adopt such financial policies as bonds and deficit increase and not to arouse inflation. In relation to the
investigation of the causes that current financial policy will bring to inflation, the article offers policy advice on
the prevention and cure of inflation.

Key words: financial policy; inflation; effective demand; Keynes trap
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