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China's Shadow Banking and Monetary Policy
Regulation: Based on Dynamic Copula
Correlation Analysis

Li Congwen
(School of Finance, Nankai University, Tianjin 300071, China)

Abstract: Shadow banking has close relationship with monetary policy regulation. Based
on the theoretical model of T-DCC-Copula, this paper discusses the dynamic relationship
between China's shadow banking and monetary policy regulation in detail. The results show
that the shadow banking has pro economic cyclical characteristics, it can promote the
steady development of economy and has no significant impact on price level; The Counter-
ing cyclical characteristics of regulation weaks the effect of monetary policy regulation on
the shadow banking, and the linkage with the market interest rate can improve the effec-
tiveness of monetary policy; For dynamic effective regulation of the shadow banking in our
country, open market operation tools and market interest rates regulation tools should be
used coordinatedly.

Keywords: Shadow Banking; Monetary Policy Regulation; Dynamic Correlation
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