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The Influence of Coordination of Monetary Policy and Macro Prudential Policy on
Shadow Banks
Lan Xiaomei', Yang Shenggang' and Yang Shenyan®

(1.College of Finance and Statistics, Hunan University; 2.School of Finance, Hubei University of Economics)

Summary: In recent years, China’s financial system has become increasingly complex. Interbank business and financial
products form a large number of highly related shadow banking systems through different channels of non—bank financial
institutions. Both monetary policy and macro prudential policy can regulate shadow banks counter—cyclically, but their influence
mechanisms are different.

This paper constructs a closed economic Dynamic Stochastic General Equilibrium (DSGE) model with the commercial
bank and the shadow bank as parallel financial intermediaries. It is assumed that manufacturing enterprises can finance from
both commercial banks and shadow banks at the same time, and their cost constraint includes the traditional bank loan rate
and the shadow bank loan rate. On this basis, a Bayesian estimation method is used to complete the calibration of corresponding
parameters by using China’s real economic data from September 2011 to September 2018, and we simulate numerically the
influence of China’s monetary policy on shadow banks, the influence of macro prudential policy on shadow banks and the
influence of coordination of monetary policy and macro prudential policy on shadow banks.

The results show that: firstly, the use of tight monetary policy can not limit the growth of shadow banks” scale and the
decline of loan interest rate of shadow banks lending to enterprises. Secondly, the use of macro prudential policy has greatly
reduced the scale of shadow banks and increased the loan interest rate of shadow banks lending to enterprises, but it has too
many restrictions on the development of shadow banks. Thirdly, the coordination of tight monetary policy and macro prudential
policy has a strong superimposed restrictive effect on the shadow banks, while the coordination of loose monetary policy and
macro prudential policy can regulate the scale of shadow banks and the price of loan that shadow banks lending to enterprises
more gently, which is more conducive to regulating the development of shadow banks.

Therefore, we should create a stable and neutral monetary policy environment from the macro perspective and provide
long—term and moderate cost credit funds for financial institutions. At the same time, we should grasp the rhythm and intensity
of China’s Macro Prudential Assessment to guide the expansion of generalized credit of financial institutions, and rationally
regulate the appropriate scale of shadow banks” funds.
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