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An Empirical Investigation on the Nonlinear
Effect of Monetary Policy on Consumption in China

Liu Yang
( Postdoctoral Workstation of Dalian Bank)

Abstract: In this paper the consumption effect of monetary policy is the main investigated subject. The panel data covers all the
provinces of China from 1990 to 2012 and the model is the DPTAR model. It is found that the nonlinear change of monetary —
consumption effect exists at different periods and individuals. Furthermore the mechanism of the nonlinearity is analyzed by comparing
the data of income growth rate in Beijing Shanghai and Guangzhou. It shows that the income rate is the reason of nonlinear change of
monetary policy effect on consumption and when the income grows faster than 11.5% the consumption is less constrained by income
and the monetary policy has a larger effect on consumption.
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