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global structure of trade in goods for China and US presents a remarkable” as one falls, the other
increasé' feature, which is the inevitable result of the comprehensive economic factors of China
and the United States. However, the change of the international share of Sino-US trade in goods
does not mean that China has surpassed the United States to become a trading power, but it does
show to some extent that China’s economic strength has increased, thus stimulating the sensitive
nerves of the United States, which is the world’s only superpower. This change of sentiment
towards China is an important psychological factor leading to the Sino-US trade war. In view of
the Sino-US trade war, this paper pointsout that the Sino-US trade deficit in goods is the
inevitable result of the comparative advantages of the two countries; and reveals that the
potential focus of the Sino-US trade war mainly lies in the structural reform of China’s economy,
the differences in modes and the future competition for dominant power in science and
technology; Based on the theory of" clash of civilizations” , it analyses the real reasons behind the
Sino-US trade war; and objectively evaluated the spillover effect of this Sino-US trade war on
China’s reform and opening-upfrom a historical respect; finally, it puts forward critical rational
strategies to deal with the Sino-US trade war, continuing to forcibly promote high
standardsopening-up and market-oriented reform.

Keywords: Sino-US Relations; Comparative Advantages; Game; Trade War; Clash

of Civilizations
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( 101 )
The Effects of Tight Monetary Policy on the Macroeconomy
——A perspective based on the dual Mechanisms of
Balance Sheet Recession and Financial Friction

WANG Yong' LI Xue-song®
(1 National School of Development, Peking University 100871

2 Institute of Industrial Economics,Chinese Academy of Social Sciences 100836)

Abstract: During the global great recession, two theories have emerged, i. e. Balance Sheet
Recession (BSR) and Financial Friction (FF). However, there exists no study that combines the
two theories into a unified analytical framework. This paper builds a dynamic stochastic general
equilibrium (DSGE) model including both of the mechanisms of BSR and FF, and then simulates
the effects of tight monetary policy on the macro-economy. It results that under the background
of rising policy rates, firstly in contrast with BSR mechanism, FF mechanism has larger influence
on corporate investment and output. Secondly, while the loan desire of financial intermediation to
firm attenuates, both of the BSR and FF mechanisms exert smaller effect on corporate investment
and output, though the change from the latter is more obvious. Thirdly, when the transferring
speed of firm’s decision purpose accelerates, BSR mechanism takes much larger influence on
enterprise investment and output, but the effect of FF mechanism on firm investment and output
changes insignificantly.

Keywords: Economic Fluctuation; Balance Sheet Recession; Financial Friction; Monetary

Policy; DSGE
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