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An Empirical Study of the Relationship between Money
Supply and Economic Growth about China

HUANG Gang'  ZHONG Fanggen’
(1. Financial College Jiangxi Normal University Nanchang Jiangxi 330022;
2. The people’ s Government of Jiangbei Town Xingguo Jingxi 342408 China)

Abstract: This article reviews the theories and literatures on the relationship of monetary supply and economic
growth. Basing on China’ s annual sequence datum of GDP and M2 from 1978 to 2010 the author makes stationary
test co — integration test and Granger causality test and builds the Error Correction Model( ECM) . Then the author
finds that growth rate of economy and monetary supply is stable; the long — run equilibrium relationship exists be—
tween InM2 and InGDP; changes in the monetary supply is the Granger cause of the economic changes and the con—
trary is not true. These suggest that money is not neutral in our country.
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