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On the Movement of China’ s Money Market
Endogeneity Adjustment Lags and Dynamics
X1 WANG  YUAN SHU
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Abstract Under the fixed-interest-rate regime commodity prices become the adjusting mechanism

in money-market disequilibrium and the special arrangements of the RMB exchange regime endogenize

China’ s money supply. Under these institutional backgrounds we establish the dynamic differential

system for both the money market and commodity market by taking into account their adjustment lags.

We identify the movement of money supply and commodity prices under different scenarios of shocks.

These findings are empirically proved by recent Chinese data.
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