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The Empirical Analysis on the Influence of Chinese Foreign
Reserves’ Rapid Growth to Money Supply

LI Shunyong
( West City Branch Zibo Subsidiary China Construction Bank Zibo Shandong 255000 China)

Abstract: With the constant development of economy and the deepening of the openness double surplus ap-
pears in current account capital account and financial account of China’ s international balance of payments which
makes foreign exchange reserves grow rapidly. The rapid growth of foreign exchange reserves makes money supply
increase rapidly too. Firstly the article elaborates the theoretical basis of the relations of foreign exchange reserves
and money supply the second part makes the theory of stead progress cointegration and causality to analyse the im—
pact of the rapid growth of foreign exchange reserves on money supply and the rapid foreign exchange reserves is al—
so an important reason for the rapid growth of China’ s M2 money supply. The last part gives three solutions: to pro-
mote cross — border RMB trade settlement and broaden the scope of application of the foreign exchange reserves.
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