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An Empirical Study of the E ffectiveness of
China’ sM onetary Policy in the O pen Econany

Huang W u un
( Institute of Intemational Econom s NankaiUn iversity)

Abstract By modifying the output and price model proposed by Karms and m easuring econom  openness by trade and financil
openess this paper analyzes the effectiveness of China’ s monetary policy n the open economy M amn conclisions are reached as
follows (1)The People’ s Bank of China has lss ntenton to expand money supply i the open econany and the grow th of econan ic
openness can help to keep nflatbn bw; (2)Openness affects the results of monetary polcy manly though financial m arket and its
influence on the adusim ent speed of wages and prices which have different nflience m echanism; (3) The ncreasng openness w ill
wedken the output effect ofm onetary policy but strengthen the price effect ofmonetary policy Thereforg them onetary authority should
gradually tum itsmedi am fran quantity ndex to price index and set price stabilizaton as themere prine objective The m one tary
authority should also pay more attention to the factor of intematinal coordination
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