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The Time-varying Effect and Policy Coordination
of the Two-Pillar Framework

Wang Yuging' Chen Zhenzhu' Xu Zhenyang®
( 1. Guanghua School of Management Peking University)
(2. National School of Development Peking University)

Abstract: This paper uses the time-varying parameter vector autoregressive ( TVP-VAR) model
and local projection method to examine the time-varying effects of China’s monetary policy and
macro-prudential policy on economic situation and financial stability. The research results of this
paper are as follows. (1) Macro-prudential policy is effective in curbing the increase of stock
prices real estate prices growth rate and leverage ratios in the short medium and long term. ( 2)

The impacts of different macro-prudential policies are heterogeneous. Credit policies which focus
on real estate market have a larger impact in a shorter duration while the effects of regulatory
policies for banks and window guidance policies last longer. ( 3) Tight macro-prudential policies
can offset the stimulating effect of monetary easing on economic and financial variables to a cer—
tain extent.
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