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Study of Monetary Policy Effect Based on the Endogenous Growth Model

HE Jun, HU Jialian

(School of Management, University of Science &. Technology of China, Hefei 230026, China)

Abstract: Monetary policy is a necessary condition to maintain the normal operation of the eco-
nomic system. As for the monetary policy, there has not formed the uniform opinion on the effective-
ness. In this atmosphere, it is of significance to clarify the effectiveness of monetary policy. This arti-
cle firstly constructs an economic growth model in the framework of the endogenous growth theory,
including money to demonstrate how monetary supply influences economic growth. Then, the article
makes an in—depth analysis of the theoretical model by the methodology of numerical simulation and
finds out that, in the stabilized state., there exists an inverted— U —shaped relationship between mo-
netary supply and economic growth. Finally, in order to verify the adaptability of the conclusions from
the analysis in the actual economy, this paper takes economic data of China between 2000 and 2013 as
an example and makes full use of the quantile regression model to apply an empirical test. The empiri-
cal result proves the correctness of theoretical analysis, the adaptability in China’s actual economy and
the robustness of the inverted— U—shaped relationship.

Key words: monetary supply; economic growth; numerical simulation; quantile regression
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