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The Effect of Electronic Money Developing on Monetary Policy

GAN Yuan-ling' TAN Jian-chun’
1. School of Economics & Management
2. Auditing Department Chongqing Normal University Chongqing 401331 China
Abstract Production and development of the electronic currency not only changed people’ s habits and ways of life but also brings a
hitherto unknown challenge to the traditional monetary theory especially increasing the difficult of formulating and impling monetary
policy more for the central bank. This article applies the cointegration theory making a empirical effect of electronic money and mone-
tary velocity and studying the immanent connection. Based on the theoretical research of other scholars linking the theoretical and
empirical using cointegration theory and error correction model established a stable relationship between electronic currency and cur-
rency circulation speed has analyzed the electronic money on monetary circulation speed impact and the corresponding proposed poli-
cy suggestion. From the empirical results the development of electronic money on monetary velocity impact is very significant. The e-
lectronic money on the traditional currency substitution has two obvious effects alternative conversion effect and substitution accelera-
tion effect. These two effects are different degree of influence our country’ s currency circulation speed and at the M, level currency
substitution accelerate effect is greater than the substitution effect of VOtransformation have been on the rise and for M, M, elec-
tronic currency substitution transformation effect is greater than the substitution accelerate effect and V|, V, decreased.

Key words electronic money circulation speed of currency substitution cointegration



