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Monetary Policy and Debt Financing . Analysis of Aggregate Time Series
MA Wen-chao

Abstract: Based on the transmission mechanism of monetary policy, we made an empirical research of the relationship be-
tween monetary policy and company’debt financing by VAR method using aggregate quarter data from 2000 to 2010. The re-
sults show: the change of M1 has a significant explanatory power on the bank loan, financial condition, and the time sequence
change in debt financing; dynamic adjustment of debt financing differs with the enterprise size. This suggests that M1 can
serve as an effective proxy variable for monetary policy, and companies can adjust their debt structure timely to improve finan-
cial condition based on the changes of M1 and bank assets.

Key Words: transmission mechanism of monetary policy; debt financing of enterprises; VAR; M, ; bank assets; debt struc-

ture; bank loan
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