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Dynamic Effect Analysis of Liquidity Flow Direction from the Monetary Policy
Chen Shoudong' Sun Yamnli’® Liu Yang’

Abstract: The liquidity of the problem has become a common problem in the global economy. Therefore, the
research on the problem of liquidity has caused wide attention. Because the whereabouts of liquidity are closely
related to monetary policy, on the basis of the biochemical explanation of liquidity problems and combining
trend analysis, this article analysis the multivariate time — varying Granger causality between economic variables
using Dirichlet - VAR model with infinite region in the nonparametric Bayesian framework, and core conducting
structure of the positive conduction and reverse force of variables are investigated. Then get the dynamic effects
of monetary policy about liquidity on the path and liquidity flow direction. The study found that “broad money”
will lead to inflation and “loose credit” will lead to bubble accumulation; the “new normal” of monetary policy
is in the gradual “steady state” stage; the flow in the real economy is not an important reason for the irrational
boom of real estate market, the flow out the real economy is not an important reason for stock market overheat-
ing either, but both are subject to the impact of macroeconomic regulation and control of monetary policy.
Key words: Monetary Policy: Liquidity Flow Direction; Dynamic Effect
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