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Abstracg The expansion of econan ¢ cooperatpn heween China and Japan exerts a spill— over effct on mone
@1y 1{duidity of the wo countries This Paper devejops an econan etric mode] hasing onV— Fmode] The em-
pirca] results show that shocks on Japanesemonetary [iquidity Granger cause Chinesemoney supp y and gen
em]prices indicatng a spil}— over effect running fram Japan © Chmna W e argue hat Chinese [quidity con
to] yould scrutinize the change of hematonal monetary liqUidit}’ reduce he expectation of RMIB apPp recia
tior} ncrease the flexbility ofH\/[B and steadily inprove the formation mechanjsm of RMIB exchange rate
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