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Abstract : Most papers about the transmission mechanism of the monetary policy are positive analy-

sis, and few papers are quantitative research of which is usually static analysis- This paper makes

dynamic time ~ varying parameter models using State Space Method, and calculates the dynamic ef-

fect of the monetary policy on the macro —economic in different time of the 1990 ’s. Then we de~

scribe the character of the IS™LM model in China, and draw the conclusion that the monetary poli-

cy taken by the central bank in recently years of deflation is effective-
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