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Is Monetary Policy Targeted Regulation

Necessary for Capital Markets?

Deng Chuang & Xu Man

Abstract; This paper employs a time-varying parameter vector autoregressive model to examine

empirically nonlinear effects of China’ s monetary policy on stock prices. Our results show that Chi-

na’ s monetary policy effects on stock prices have significant asymmetry and time-varying characteris-

tics, and the effects of tight monetary policy are more obvious than the ones of expansionary monetary

policy, price-oriented monetary policy have more obvious influence on stock price than quantitative

monetary policy. Moreover, both prince-oriented and quantitative monetary policies have different

impacts on various industrial stock prices. So it is very necessary to apply targeted regulation in dif-

ferent industrial stock markets. These results can provide beneficial experience support and policy

implications for improving the effectiveness of monetary policy and stabilizing both macroeconomy

and financial market.

Key words: monetary policy; asset price; targeted regulation; TVP-VAR Model
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