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Research on the Dynamic Transmission Effects of Stock Market,
Monetary Policy and Macro Economy -- Based on TVP-VAR

model

Lei Ji, Xiaoyu Sun, Yuping Song, Kainan Yao

(School of Finance and Business, Shanghai Normal University, Shanghai 200234,China)

Abstract: The mutual transmission mechanism between stock market, monetary policy and
China's economy has always been a research hotspot, but few literatures systematically consider
the differences of their influence mechanisms in different periods. Based on the existing
references, this paper selects three key time points in 2008, 2015 and 2020, and uses TVP-VAR
model to deeply and concretely analyze the transmission mechanism of stock market to macro-
economy under the condition of monetary policy intervention. It is found that the change of stock
price has a significant time-varying response to China's economic growth in the short term.
Loose monetary policy will have a great impact on China's stock market and macro-economy,
but this impact will gradually weaken with the passage of time; The impact of low stock market
prosperity on China's economy is less than that of high stock market prosperity. The findings of
this study will help decision makers and investors better understand the internal relationship
between the three, so as to promote the common development of capital market, money market
and macro-economy and the flexible application of monetary policy.

Key Words: stock market; Monetary policy; Macroeconomic; TVP-VAR model
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