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The Impact of Banks’ Public Financing Credit Expansion on
China’ s Monetary Policy Transmission Mechanism
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Abstract: In recent years frequent public financing of China’ s banks have enriched the capital and reduced business risk
but it also brings excessive credit expansion and has a negative impact on monetary policy transmission mechanism. This
paper reviews the relevant research literature and then builds a bank credit transmission channel theory model. After the
modification of Gunjia & Yuan (2010) model this paper uses econometric analysis based on statistical data. The result
shows that the lending behavior of banks are significantly affected by the public financing of banks and the effectiveness of
bank credit channel of monetary policy transmission mechanism is limited.
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