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China’s ISLM model and its mplications for macroeconam ic
policies
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1 M anagement School, Fudan U niversity, Shanghai 200433, China
2 Bank of Shanghai, Shanghai 200002, China

Abstract: At the beginning of the paper, the meaning of this topic is analyzed and the
appropriatenessof 1ISTM model for analyzing the China’ seconomy isassessed On the basisof theam,
an IS1TM model is established and estmated by econometric methods From this model, some
important suggestionscan be dravn: 1 Frequent changesof policies tend to enhance the uncertainty of
m acroeconom ic policy; 2 A t present, the basis for macroeconom ic policies to function exists in China
to some degree; 3 The fiscal policy can stimulate theoutput more efficiently than themonetary one in
current China Therefore, we should depend more on fiscal policies to recover the declined economy,
but the lag of active policies should not be neglected
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