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Abstract

China's economy has been developing rapidly. Since
2010, China has become the world's second largest economy
after the United States. The driving force behind the rapid
economic growth due to clear economic policy. Therefore, the
purpose of this research is to study the effects of monetary and
fiscal policies on China's gross domestic product by using
Autoregressive Distributed Lag (ARDL) model, which used the
time series data from 1998-2000. The results found that it has
both short-run and long-run relationship. The ARDL (1 1 2)
was used in this study. In the long run, the ratio of M2 and
government expenditure has positive relationship to GDP, with
statistical significance levels of 0.05 and 0.01 respectively. In
the short run, only the ratio of M2 has relationship with GDP at
the statistically significant level of 0.01, but it was against
theoretically which may be resulted from a small sample size.
Considering the coefficients of the short-run Dynamic Error
correction, there is a statistically significant level of 0.01. This
implies a high speed of adjustment to equilibrium after a shock,
approximately 95.7 percent of disequilibria from the previous
year’s shock converge back to the long run equilibrium in the
current year.

Keywords: ARDL Model, Monetary Policy, Fiscal Policy
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nIza19 1: nufingsunoluiiiesigyudousi Augmented Dickey-Fuller (ADF) test

Hy: é”.qui’Jf’Jj (Non-stationary) Hl:équﬁj (stationary)
Before diff
Interpolated Dickey-Fuller
Test Statistic | 1% Critical | 5% Critical 10% Critical MacKinnon (Sig. Level)
LnGDP -1.109 -3.750 -3.000 -2.630 0.7113
LnM2 -0.892 -3.750 -3.000 -2.630 0.7906
LnG -3.884 -3.750 -3.000 -2.630 0.0022
After 1% diff
d.LnGDP -4.647 -3.750 -3.000 -2.630 0.0001
d.LnM2 -5.223 -3.750 -3.000 -2.630 0.0000
(1701279 2: NUEISNANUNDWR1Z7 (Optimal Lag Length)
Variables lag AlC HQIC SBIC Concluded
LnGDP 0 2.13893 2.14734 2.18863 Lag 1
1 -2.19506* -2.17824* -2.09565*
2 -2.09446 -2.06923 -1.94534
3 -2.00924 -1.97559 -1.81041
4 -1.91177 -1.86971 -1.66324
LnM2 0 -1.30465 -1.29624 -1.25494 Lag 1
1 -3.18539 -3.16856* -3.08597*
2 -3.08946 -3.06422 -2.94034
3 -3.18833* -3.15468 -2.9895
4 -3.10476 -3.0627 -2.85623
LnG 0 2.49338 2.5018 2.54309 Lag 2
1 -3.29273 -3.27591 -3.19332
2 -3.64816* -3.62292* -3.49904*
3 -3.55298 -3.51933 -3.35415
4 -3.49529 -3.45322 -3.24675

(17012279 3:EUNIUE WO UNDIUS 1L taee1029uUR1R9) ARDL(1 1 2)
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D.LnGDP Coef. Std. Err P-Value
ECT ADJ -0.9573 0.1650 0.000
Long-Run LnM2 1.1247 0.3867 0.011
LnG 0.7050 0.0418 0.000
Short-Run D.LnM2 -1.1692 0.3252 0.003
D.LnG(-1) 0.2555 0.2422 0.309
D.LnG(-2) 0.3985 0.2324 0.109
Cons -1.6751 1.5672 0.303
R-Squared 0.7744
Root MSE 0.0439
Log Likelihood 40.113596
N 21
Durbin-Watson 0.8968528
Breusch-Godfrey LM test Chi2=0.001, P-value= 0.9701
White's test Chi2=21.00, P-value= 0.3971
Skewness Chi2=2.86 , P-value= 0.8261
Kurtosis Chi2=0.68, P-value= 0.4110
Jarque-Bera normality test Chi2=0.1843, P-value=.912
———— CUSUM squared
| |
-1
5
2
3
o -
2002 | 2020

Year

sull 1:n1wiingsu CUSUM
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