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Abstract: The aim of this paper is to explain the issues of excess money in China. The important point on
this paper is to study the issues of excess quantity of money changes. Beginning from the creating mechanism
of the basic money issued by the Chinese central bank, by discussing the issuing procedures and producing
reasons of excess money, this paper has focused on the discussion of the issues of excess money from the
discussion of the issues of excess quantity of money changes. For analyzing and studying the issues of excess
money, the paper defines seven variables to show the characteristics of excess money, such as self-expansion
rate of money, total expansion rate of money, excess economic growth rate of money, excess growth rate of
money, self-expansion rate of money defined in quantity equation of money changes, monetized ratio of
money, monetized ratio of money changes. Based on the Chinese data from the period of 1993-2010, the
empirical analysis has shown that not only the issues of excess money in China can be explained better than
the traditional theory by using these seven variables, but also the correlations between excess growth rate of
money and real economic growth rate and inflation rate can be revealed on different ways.
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Table 1. Self-expansion rates of categorized money in China during 1994-2010

#® 1.1994~2010 SFPE & X EMH BB ME

A4 Cuno G Cn Cua Cum Cons Cum Cn Coroon Coam

1994 —0.0888 —0.0672 —0.0750 0.1414 0.0377 —0.0030 0.0400 —0.0137 —0.0666 0.0455
1995 —0.1421 —0.0364 —0.0739 0.3567 0.0932 0.0255 0.1051 0.0268 —0.0615 0.1150
1996 —0.0471 0.0450 0.0147 0.2948 0.1085 —0.0922 0.1048 0.0692 0.0002 0.1273
1997 0.0413 0.1260 0.0998 0.2036 0.0819 —-0.2936 0.0631 0.0768 0.0513 0.0960
1998 0.0294 0.0528 0.0460 0.1520 0.0792 0.1384 0.0912 0.0739 0.0536 0.0884
1999 0.1309 0.0988 0.1080 0.0749 0.0512 0.2180 0.0639 0.0804 0.1179 0.0544
2000 —-0.0151 0.0752 0.0487 0.0747 —0.0241 0.0699 —0.0052 0.0154 0.0507 —0.0106
2001 —0.0307 0.0390 0.0198 0.1399 0.0380 0.6174 0.0938 0.0646 0.0792 0.0531
2002 0.0044 0.1065 0.0797 0.0570 0.0746 —0.0625 0.0575 0.0659 0.0585 0.0718
2003 0.0126 0.0641 0.0515 0.1290 0.0564 0.0311 0.0645 0.0595 0.0488 0.0679
2004 —0.0763 —0.0167 —0.0307 0.0299 —0.0197 —0.1061 —0.0200 —0.0241 —0.0405 —0.0113
2005 —0.0329 —0.0347 —0.0343 0.1266 0.0192 0.1340 0.0461 0.0157 -0.0139 0.0380
2006 —0.0370 0.0162 0.0043 0.0000 —0.0207 —0.0503 —0.0198 -0.0111 —0.0033 —0.0168
2007 —0.0869 0.0048 —0.0149 —0.0137 —0.1311 0.3282 —0.0701 —0.0500 0.0305 —0.1084
2008 —0.0465 —0.0856 —0.0778 0.0839 0.0689 —0.1658 0.0423 —0.0031 —0.0929 0.0721
2009 0.0287 0.2673 0.2182 0.2600 0.1015 0.2832 0.1505 0.1742 0.2284 0.1358
2010 —0.0085 0.0378 0.0298 0.0932 —0.0117 —-0.0159 0.0102 0.0173 0.0223 0.0135
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Table 2. Correlations between self-expansion rates, total expansion rates, stock monetization ratios, incremental monetization ratios, excess
nominal economic growth rates of categorized money and real economic growth rate and inflation rate in China during 1994-2010
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Cum 0.17 -0.22 Sy 0.62 0.14 Ky 043  -0.11 Ly 049 031 e 0.31 -0.11
Com -0.13  -0.56 Sy 0.62 0.04 Ky -0.70  -036 I, —0.64  —0.68 e 0.02 —0.47
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Figure 1.Self-expansion rate of money MO0 and inflation rate in
China during 1993-2010
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Figure 2.Self-expansion rate of money M1 and inflation rate in
China during 1993-2010
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Figure 3.Self-expansion rate of money M2 and inflation rate in
China during 1993-2010
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Figure 4. Ratios between stock and incremental money M2 and
general domestic product W in China during 1993-2010
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Figure 5. Ratios between money M01023, M2122 and M2 in China
during 1993-2010
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Figure 6. Ratios between incremental money M01023, M2122 and
M2 in China during 1994-2010
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Figure 7. Stock Monetization ratios of money M0, M1, M20 and M2
minus one from each value in China during 1993-2010
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Table 3. Correlations between excess growth rates, values of part 1 and part 2 of excess growth rates of categorized money and inflation rate
and economic growth rate in China during 1994-2010
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Figure 8. Excess growth rates in part one of money M0, M21 and
M23 and inflation rate in China during 1993-2010
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Figure 9. Excess growth rate in part two of money M1 and
inflation rate in China during 1993-2010
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Figure 10. Excess growth rate and excess growth rate in part one of
money MO0 and inflation rate in China during 1993-2010
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Figure 11. Excess growth rates and excess growth rates in part one
of created money M24 and M25 and inflation during 1993-2010
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Figure 12. Total expansion rate of money M01023 and inflation
rate in China during 1993-2010
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