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The Optimal Coordination of Banking Capital Regulation and Monetary Policy:
From the Perspective of Heterogeneous Financial Shocks
Fan Conglai and Gao Jiechao

This paper constructs a New Keynesian DSGE model including a banking sector to study the optimal coordination
of capital regulation and monetary policy, and to expand the conclusions of analysis under the heterogeneous financial
shocks. Our research shows: (1) Monetary policy should focus on financial factors, and the Taylor rule targeting credit
price is better than that targeting credit scale. Counter—cyclical capital regulation is better than pro—cyclical capital reg-
ulation in ironing economic fluctuations. (2)Under the triple targets “ maintaining growth, stabilizing price and control-
ling risk ", the combination that high level matches with low level of monetary policy strength and capital regulation in-
tensity can reduce the welfare loss obviously and the both high levels combination leads to the largest welfare loss
when the exogenous financial shock happens. (3)Under the endegenous financial shock, capital regulation intensity
should be high and monetary policy can be more flexible in order to minimize welfare loss. We think that monetary pol-
icy should pay more attention to the fluctuations of financial prices and counter—cyclical capital regulation should be
improved more quickly, and whether the sources of financial shocks can be identified accurately would directly affect

the overall effectiveness of macroeconomic regulation.

No Settlement, No Consumption: Why Depressing the Immigration
Would Decrease the Wage of Native Residents?
Liang Wenquan
Using the China Household Income Project (CHIP) in 2002 and the 2005 1% population survey, this paper investi-
gates the impact of remittance on the wage of native workers. Firstly, the results show that 1 percentage of the remit-
tance depress the wage of native workers by 0.088%; and the wage of native workers fall 0.0045% when 1 more per-
centage of worker have remittance. Considering the endogeneity of remittance, this paper uses the weighted migration
distance at the city-level as the instrument variable of the remittance.The 2SLS estimation results still present the sig-
nificant negative impact of remittance on the wage of native workers, but have no effect on the unemployment. Second-

ly, the remittance has a larger effect on the native workers who are engaged in the service industry, and the high in-
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