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The Spillover Effect of the Fed’s Contraction on China’s Economic Growth

DENG Liu-bao, CUI Hai-ning
(Anhui University of Finance and Economics, Bengbu 233000, China)

Abstract: An in-depth study of the spillover effect of the reduction plan of US Federal Reserve

on China’s economic growth is helpful for China to take good measures in terms of interest rate

policy and exchange rate policy. This paper selected the year-on-year monthly data from Janu-

ary of 2008 to July of 2019, and used the VAR model to respectively analyze the exchange rate,

interest rate, foreign exchange reserve and transmission channels, and so on. The research

shows that the reduction plan implementation of the US Federal Reserve inhibits the develop-

ment of China’s economy, and also has a great impact on the stock price. Relevant policy rec-

ommendations are proposed in light of the current international economic situation and the state

of China’s economic development.

Key words: the reduction plan of the US Federal Reserve; spillover effect; VAR Model



