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Movements of Money Velocity and Output:
A Dynamic General Equilibrium Analysis

ZHONGYUAN GENG
(Harbin Institute of Technology)

LINGHUA ZENG
(Hunan University)

Abstract In the dynamic general equilibrium framework, this paper analyzes the effects
of monetary. institutional and technological shocks to the velocity of money and output in
China. Our empirical results show that the velocity of money and output move in the same di-
rection when monetary and institutional shocks happen. In the short run. technological
shocks slow down the velocity of money, indicating that money is a luxury good in China. In-
stitutional and monetary shocks have permanent and positive effects on the velocity of money
while technological shocks have no long-run effects. As for the movement of output, mone-
tary shock produces permanent Tobin effects, and institutional and technological shocks have
significant and permanent positive effects.
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