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Abstract 
The article investigates the impact of economic policy uncertainty on the credit 
transmission channel of monetary policy using a fixed-effects model with Chinese 
commercial banks as the research sample. The results showed that: (1) the tight 
monetary policy will restrain bank credit supply, whereas the accommodative monetary 
policy will promote banks to increase credit supply, and the impact of price monetary 
policy indicators is greater than that of quantitative monetary policy indicators; (2) 
economic policy uncertainty will weaken the impact of monetary policy on bank credit 
supply, thus blocking the transmission of this channel; this blocking effect is stronger in 
the expansionary period of monetary policy than in the tight period of monetary policy. 
The results show that reducing the uncertainty of economic policy is beneficial for the 
central bank to dredge the credit transmission mechanism of monetary policy. 
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1. Introduction 

At the beginning of 2020, a large-scale global outbreak of New Coronary Pneumonia began, and 
governments have successively adopted various easing policy regulation instruments, 
including superconventional monetary policy tools, to stimulate the economy, which makes the 
uncertainty problem faced by global economic agents more prominent. Although economic 
policy uncertainty has become an important factor influencing the effectiveness of policy 
measures, academic research is still focused on the impact of economic policy uncertainty on 
macroeconomic performance and microeconomic behavior, while little attention has been paid 
to how economic policy uncertainty affects bank behavior and the monetary policy 
transmission mechanism. In the case of firms, most studies show that rising economic policy 
uncertainty inhibits their investment and financing activities (Rao et al, 2017[1]; Cai et al, 2018 
[2]), reduces their cash holding levels (Zhang et al, 2017[3] ), and positively incentivizes firms' 
R&D and innovation activities (Gu et al, 2018[4] ). In fact, part of the impact of economic policy 
uncertainty on firms' behavior is transmitted using bank behavior as a mediating channel. 
Rising economic policy uncertainty exacerbates the degree of information asymmetry between 
banks and borrowers, making banks unable to make an accurate assessment of borrowers' 
credit ratings. At this time, banks will reduce the scale of credit supply in order to avoid risks, 
and will also require stricter borrowing conditions from enterprises, which leads to a lower 
possibility of obtaining bank loans and forces enterprises to reduce their investment activities. 
The research of Gu et al (2017)[5] shows that the increase of economic and political uncertainty 
will change the credit supply decisions of banks, thus affecting the investment activities of 
enterprises. The study by Pan et al (2020)[6] also shows that rising economic policy uncertainty 
causes banks to reduce the size of shadow banking, which in turn inhibits firms' investment 
activities. Thus, bank behavior is a mediating transmission channel through which economic 
policy uncertainty affects firm behavior. This is the first starting point of this study. 
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In academic circles, the monetary policy transmission mechanism is also an important topic 
that is being actively explored. The credit channel and the monetary channel are two types of 
monetary policy transmission channels, and since the main mode of social financing in China is 
loan financing and bank loans have the advantage of incomplete substitution in China (J. 
Zhao,2012[7]), the credit transmission mechanism plays a larger role in China. In the 
transmission process of the credit channel of monetary policy, the credit funds of the banking 
sector play an important role in connecting macro-monetary policy with micro-real enterprises. 
Therefore, any factor that can have an impact on banks' credit supply decisions is likely to have 
a significant impact on the credit transmission channel of monetary policy. Existing studies 
have examined the effects of factors such as size, liquidity level, and capital ratios on the 
transmission effects of the bank credit channel of monetary policy from the perspective of 
banks' micro characteristics (Gambacorta,2005[8]; Altunbas et al,2009[9]), while relatively little 
attention has been paid to macro factors. Xu and Chen (2011)[10]find that increasing the legal 
reserve ratio inhibits bank credit supply and this inhibitory effect is more pronounced among 
large-sized banks. Zhu et al (2013)[11] also showed that the larger the bank, the more capitalized 
it is, and the higher the level of liquidity, the smaller the impact of monetary policy changes on 
bank loan size. In addition, some scholars have also examined the effect of bank competition or 
banking sector structure factors on the transmission effect of monetary policy bank credit 
channel, where most studies have shown that the higher the degree of bank competition, the 
better the credit transmission effect of monetary policy (Leroy, 2014[12]; N. Zhang,2019[13] ); 
however, others take the opposite view that competitive banking sector structure weakens the 
effect of monetary policy on credit supply (Jun Yang and Hanhua Shao,2016 [14]). At the macro 
level, only a small literature has examined the impact of macroeconomic uncertainty on the 
bank credit channel of monetary policy (W.Kong,2019[15]), while the literature on whether 
economic policy uncertainty affects the bank credit channel has been left unanswered. This is 
the second starting point of this study. 
Based on these two starting points, this paper investigates the impact of economic policy 
uncertainty on bank credit behavior and the credit transmission channel of monetary policy. 
Compared with the existing literature, the marginal contribution of this paper is mainly in two 
aspects: first, the existing literature focuses on the impact of economic policy uncertainty on 
macroeconomic and corporate behavior, while this paper extends the scope of the study to the 
impact on bank credit behavior, enriching the study of the impact of economic policy 
uncertainty. Second, in the context of the continuous rise of global uncertainty, ignoring the 
impact of economic policy uncertainty factors may bias the regulatory effect of monetary policy. 
This paper examines the influencing factors of the credit transmission channel of monetary 
policy from a new perspective, which not only fills the gap of research in related fields, but also 
provides new ideas for the practice of central banks to unblock the transmission mechanism of 
monetary policy. 

2. Theoretical Analysis  

2.1. Credit Transmission Channel of Monetary Policy 
New Keynesians subdivided the credit transmission channel of monetary policy into bank 
lending channel and balance sheet channel, and studied them in depth. Among them, the bank 
lending channel is analyzed and argued from the perspective of banks, and it emphasizes the 
important role of banks in commercial lending. The theory argues that the central bank's 
adjustment of monetary policy tools will have a constraint on the amount of bank loanable 
funds through the funds-in channel, which in turn has an impact on the real economy. In 
particular, when the central bank implements an accommodative monetary policy, the number 
of deposits taken by commercial banks increases, and banks have more loanable funds and tend 
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to increase the supply of credit and relax the criteria for loan approval, which will lead to an 
increase in the amount of funds borrowed by enterprises. As a result, enterprises have more 
funds for investment activities or further expansion of production, which eventually leads to 
economic expansion. Conversely, when the central bank implements a tight monetary policy, 
the cost of deposit-taking by banks will rise, forcing banks to reduce the scale of financing, 
reducing the supply of credit. At this time, the reduction of corporate borrowing funds will lead 
to a decline in investment and production, ultimately causing the contraction of the real 
economy. The balance sheet channel emphasizes that monetary policy will indirectly affect 
banks' assessment of borrowers' credit ratings and lending decisions by affecting the quality of 
borrowers' assets. The rise in price level brought about by the accommodative monetary policy 
leads to a rapid growth in the revenue of enterprises, and the increase in the value of assets 
such as inventory also improves the balance sheet position of enterprises, which reverses the 
difference in internal and external financing costs, raises the valuation of collateralizable assets, 
and increases the possibility of enterprises to obtain loans (W. Wei et al,2016[16]), which will 
eventually drive the economy up. 

2.2. Impact of Economic Policy Uncertainty on the Credit Transmission 
Channel of Monetary Policy 

Rising economic policy uncertainty is not conducive to the effective transmission of bank credit 
channels. On the one hand, rising economic policy uncertainty will make commercial banks take 
conservative credit decisions and reduce credit supply. At present, the revenue of Chinese 
banks mainly comes from the interest income of loans, so whether the funds currently provided 
can be recovered in full in the future is the primary concern of banks. Rising economic policy 
uncertainty makes the business environment in which enterprises operate more complex, the 
possibility of enterprise bankruptcy increases, and the probability that banks will be able to 
recover principal and interest in a timely manner decreases, leading to a decline in expected 
returns and therefore a decrease in banks' willingness to lend. Under such circumstances, even 
if the central bank implements an active monetary policy to encourage commercial banks to 
increase credit supply, banks will reduce credit supply based on the expected utility 
maximization theory. On the other hand, economic policy uncertainty reduces the level of 
investment by firms. Rising economic policy uncertainty not only increases firms' financing 
costs, but also causes firms to form pessimistic expectations about investment projects, so firms 
will actively reduce their current investment activities and choose to hold more cash to wait for 
economic policies to stabilize (Rao et al, 2017[1]), which causes a decrease in demand for bank 
credit. In summary, economic policy uncertainty ultimately has an impact on the credit 
transmission channel of monetary policy through the dual transmission channel on credit 
demand and credit supply. 
Based on the above analysis, this paper proposes the following research hypotheses: 
Hypothesis 1: A tight monetary policy will inhibit bank credit supply, while an easy monetary 
policy will induce commercial banks to increase credit supply. 
Hypothesis 2: Economic policy uncertainty will hinder the effective transmission of the credit 
channel of monetary policy, and the higher the economic policy uncertainty, the smaller the 
impact of monetary policy on bank credit. 

3. Study Design 

3.1. Sample Selection and Data Sources 
This paper selects annual data of 39 listed commercial banks from 2008 to 2020, including 5 
state-owned commercial banks, 11 national joint-stock banks and 23 city commercial banks as 
the research sample. The bank-level data are mainly from the wind database, and the monetary 
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policy indicators are obtained from the official website of the Central People's Bank and the 
official website of the Shanghai Interbank Offered Rate. 

3.2. Model Construction 
Based on the purpose of this paper, the following benchmark model is constructed: 
 

𝐺𝑅𝐿 , = 𝑐 + 𝑐 𝐸𝑃𝑈 + 𝑐 𝑀𝑃 + 𝑐 𝐸𝑃𝑈 ×𝑀𝑃 +∑ 𝑐 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 , + 𝜀 ,                 (1) 

 
In the above model, GRLi,t is the bank credit behavior variable; EPUt is the economic policy 
uncertainty index; MPt denotes monetary policy; EPUt×MPt is the cross product term of 
economic policy uncertainty index and monetary policy; Controli,t is the control variable; and 
εi is the error term. In this paper, a fixed effects model (FE) is used for testing in the empirical 
analysis, and considering the possible heteroskedasticity in the model, the clustering robust 
standard errors are used in this paper for model estimation to ensure the robustness of the 
estimation results. 

3.3. Definition and Notation of Variables 
3.3.1. Explained Variables 
Credit behavior (GRL): This paper uses loan growth rate as a proxy variable for bank credit 
behavior, and then examines the impact of economic policy uncertainty on the credit 
transmission channel of monetary policy in terms of total credit. 
3.3.2. Explanatory Variables 
Monetary policy (MP): Considering that China's monetary policy framework is gradually 
shifting from quantity-based regulation to price-based regulation, the RMB reserve ratio (RR) 
is selected as a proxy variable for quantity-based monetary policy, while the Shanghai 
Interbank Offered Rate (SHIBOR) is selected as a proxy variable for price-based monetary 
policy. Among them, both RR and SHIBOR are negative indicators; the higher the interest rate, 
the tighter the monetary policy. 
Economic policy uncertainty (EPU). The indicator chosen in this paper to portray China's 
economic policy uncertainty is selected by Baker et al (2016)[17] using the South China Morning 
Post in Hong Kong as the object of analysis, and the monthly analysis of newspapers containing 
both "China" "policy" "economy" and "uncertainty", and constructs a monthly uncertainty index 
for China's economy based on the frequency of their occurrence. In this paper, the monthly 
economic policy uncertainty index of each year is summed and averaged, and then the natural 
logarithm is taken to measure the economic policy uncertainty of that year. The larger the index 
is, the higher the uncertainty of economic policy in that year. 
3.3.3. Control Variables  

Table 1. Variable definitions and measures 
Variable type Variable name Variable definition 

Explained variables Loan growth rate (GRL) 
(Total loans at the end of the period - Total loans at the beginning of 

the period)/ Total loans at the beginning of the period *100% 

Explanatory 
variables 

Shanghai Interbank Offered Rate 
(SHIBOR) 

Economic policy uncertainty index 
(EPU) 

Average 7-day Shanghai Interbank Offered Rate 
The logarithm of the monthly average economic policy uncertainty 

indicator constructed by Baker et al. 

Control variables 

Non-performing loan ratio (NPL) 
Return on equity (ROE) 
Deposit loan ratio (DR) 
Cost income ratio (CI) 

Shareholder equity ratio (ER) 

Non performing loan balance / Total loans *100% 
Net profit / net assets in the reporting period *100% 

Total loans/total deposits *100% 
Operating Costs / Operating Revenue *100% 

Total shareholders' equity/total assets *100% 
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In order to control the influence of bank-level idiosyncratic factors on credit supply, this paper 
adds a set of control variables to the empirical model, including non-performing loan ratio 
(NPL), return on equity (ROE), deposit loan ratio (DR), cost income ratio (CI), and shareholder 
equity ratio (ER). The specific meanings and calculation methods of each variable are shown in 
Table 1. 

4. Empirical Results and Analysis 

4.1. Descriptive Statistics of Variables 
That table 2 reports the basic statistics of the variables. The economic policy uncertainty index 
(EPU) in China has a mean value of 5.480, a standard deviation of 0.677, a minimum value of 
4.594, and a maximum value of 6.674 during the study sample period, and economic policy 
uncertainty is somewhat volatile. The growth rate of loans (GRL) has a minimum value of -
10.766% and a maximum value of 100.683%, and the credit supply scale varies widely among 
banks. 
 

Table 2. Descriptive statistics of the variables 
Variable Obs Mean Std.Dev Min Max 
GRL(%) 507 19.124 10.757 10.766 100.683 

EPU 507 5.48 0.677 4.594 6.674 
RR(%) 507 17.237 2.500 12.507 20.678 

SHIBOR(%) 507 2.842 0.776 1.235 4.083 
NPL(%) 507 1.368 0.959 0.1 13.97 

CI(%) 507 31.124 7.039 5.29 60.51 
DR(%) 507 100.854 148.316 45.17 1237.209 

ROE(%) 507 15.504 5.513 0.811 36.452 
ER(%) 507 6.316 1.435 1.51 12.054 

4.2. Analysis of Empirical Results 
4.2.1. Basic Regression 
The monetary policy proxy variable (MP) is significantly and negatively correlated with the loan 
growth rate. From the results in Table 3, the regression coefficient of RR is -1.7539, which is 
significant at the 1% level; the regression coefficient of SHIBOR is -3.2586, which is significant 
at the 1% level, and this result indicates the existence of monetary policy credit transmission 
channel in China. In particular, the higher the RMB reserve ratio and 7-day SHIBOR, the lower 
the growth rate of bank loans, i.e., a tight monetary policy will suppress bank credit supply, and 
conversely, an easy monetary policy will prompt commercial banks to increase credit supply, 
hypothesis 1 is proved. In addition, the regression coefficient of the quantity-based monetary 
policy proxy, the RMB reserve ratio (RR), is significantly smaller than that of the price-based 
monetary policy proxy, the 7-day Shanghai Interbank Offered Rate (SHIBOR). This result 
further indicates that price-based monetary policy indicators have a stronger transmission 
effect compared to quantitative monetary policy indicators, so price-based monetary policy 
indicators have a greater role in the credit transmission channel of monetary policy in China. 
Therefore, China should firmly carry out interest rate market reform and continuously improve 
the status of price-based monetary policy indicators. 
Economic policy uncertainty will inhibit bank credit supply. As shown in the results of Table 3, 
the regression coefficients of EPU are all significantly negative at the 1% level, and this result 
indicates that economic policy uncertainty has a significant inhibitory effect on bank credit 
supply. On the one hand, rising economic policy uncertainty limits banks' ability to judge 
investment opportunities and shows investment conservatization; on the other hand, rising 
economic policy uncertainty increases the uncertainty of expected returns on investment 
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opportunities, causing lenders to temporarily reduce their demand for funds, which eventually 
manifests as a reduction in the level of bank credit supply. 
The interaction term of economic policy uncertainty and monetary policy (EPU × MP) is 
significant. Observing the results in columns (1) and columns(2), we can find that the 
regression coefficients of RR and SHIBOR are significantly negative at the 1% level, while the 
return coefficients of the cross-products EPU×RR and EPU×SHIBOR are 1.5128 and 3.4756, 
respectively, and both are significant at the 1% level. This result indicates that the higher the 
economic policy uncertainty, the smaller the impact of monetary policy on bank credit supply, 
i.e., rising economic policy uncertainty hinders the transmission of monetary policy through the 
bank channel of credit, and hypothesis 2 is confirmed. 
 

Table 3. Economic policy uncertainty, monetary policy and bank credit supply 
 (1) (2) 
 MR=RR MP=SHIBOR 
 GRL GRL 

EPU -4.5636*** -2.8241*** 
 (0.9011) (0.8666) 

MP -1.7539*** -3.2586*** 
 (0.2454) (0.8543) 

EPU×MP 1.5128*** 3.4756*** 
 (0.2702) (1.0118) 

ROE 0.0613 0.0932 
 (0.1919) (0.2011) 

NPL -1.9129* -1.5120* 
 (0.9991) (0.7628) 

CI 0.282 0.311 
 (0.2138) (0.2243) 

DR 0.415 0.601 
 (0.6671) (0.6808) 

ER 0.0115*** 0.0124*** 
 (0.0026) (0.0030) 

cons 65.1863*** 30.1868** 
 (12.1746) (11.8203) 

Robust yes yes 
N 507 507 

Adj.R^2 0.282 0.293 

Note: * ** *** indicates significant at the 10%, 5%, and 1% levels, respectively, and the values 
in parentheses are t-statistic values. Same below. 
4.2.2. Further Analysis: The Cyclical Asymmetry of the Blocking Effect of Economic 

Policy Uncertainty 
The traditional credit transmission theory of monetary policy assumes that the dampening 
effect of tight monetary policy on bank credit supply is stronger than the facilitating effect of 
expansionary monetary policy on bank credit supply, i.e., there is cyclical asymmetry in the 
effect of monetary policy on bank supply (Bliss and Kaufman,2003[18]). So do the blocking 
effects of economic policy uncertainty on this transmission channel exist and also differ across 
the different stages of the monetary policy cycle? This paper draws on the study by Zhang 
(2019)[13] to construct a dummy variable DMP that distinguishes the policy stance by the 
positive and negative annual incremental values of monetary policy indicators. When the 
annual increment of the RMB reserve ratio (RR) or the Shanghai Interbank Offered Rate 
(SHIBOR) is positive, DMP takes the value of 1, indicating that the monetary policy stance is 
tight; conversely, DMP takes the value of 0, indicating that the monetary policy stance is 
accommodative. The monetary policy cycle dummy variable (DMP) is introduced on the basis 
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of model (1) to examine the cyclical asymmetry of the blocking effect of economic policy 
uncertainty on the bank credit channel. 
 

𝐺𝑅𝐿 , = 𝑐 + 𝑐 𝐸𝑃𝑈 + 𝑐 𝑀𝑃 + 𝑐 𝐷𝑀𝑃 +𝑐 𝐸𝑃𝑈 ×𝑀𝑃 + 𝑐 𝐸𝑃𝑈 ×𝑀𝑃 × 𝐷𝑀𝑃 + ∑ 𝑐 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 , + 𝜀 ,       (2) 
 

Table 4. Cyclical asymmetry of the blocking effect of economic policy uncertainty 
 (1) (2) 
 MP=RR MP=SHIBOR 
 GRL GRL 

EPU -5.4087*** -2.3602*** 
 (1.0543) (0.8680) 

MP -2.2561*** -3.7862*** 
 (0.3446) (0.8957) 

DMP -3.1883** -0.507 
 (1.2873) (0.6247) 

EPU×MP 1.8131*** 6.2153*** 
 (0.3100) (1.2905) 

EPU×MP×DMP -2.9518*** -7.1253*** 
 (0.8670) (1.7383) 

ROE 0.172 0.0945 
 (0.2074) (0.2018) 

NPL -1.6980* -1.3611* 
 (1.0049) (0.7814) 

CI 0.312 0.267 
 (0.2221) (0.2163) 

ER 0.530 0.698 
 (0.6831) (0.6884) 

DR 0.0139*** 0.0128*** 
 (0.0032) (0.0026) 

cons 75.3209*** 29.7648** 
 12.5259) (11.1899) 

Robust yes yes 
N 507 507 

Adj.R^2 0.297 0.320 

 
That table 4 reports the estimation results of model (2). As shown in Table (2), the coefficients 
of EPU × MP are both significantly positive and the coefficients of EPU × MP × DMP are both 
significantly negative when the RMB reserve ratio (RR) and Shanghai Interbank Offered Rate 
(SHIBOR) are used as proxy variables for monetary policy, respectively. This result indicates 
that the blocking effect of economic policy uncertainty on the monetary policy bank credit 
transmission channel is stronger in the monetary expansion period compared to the monetary 
policy tight period, i.e., there is a cyclical asymmetry in the blocking effect of economic policy 
uncertainty on the monetary policy credit channel. This is because in the period of monetary 
policy tightening, the rise of economic policy uncertainty will not only cause banks to have the 
expectation of higher future business risks and lower business stability of enterprises and 
households, but also cause banks to have the expectation that the tight monetary policy will 
rapidly shift to easing in the future, the former expectation will strengthen the inhibitory effect 
of tight monetary policy on bank credit supply, while the latter expectation will weaken the 
inhibitory effect of tight monetary policy on bank credit supply. The latter expectation weakens 
the dampening effect of tight monetary policy on bank credit supply. In the expansionary phase 
of monetary policy, increased economic policy uncertainty will not only lead banks to expect 
higher business risks and lower business stability for firms and households in the future, but 
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will also lead banks to expect a rapid shift from accommodative policy to tightening in the 
future, both of which will weaken the role of expansionary monetary policy in promoting bank 
credit supply. Thus the blocking effect of economic policy uncertainty on the bank credit 
channel of monetary policy is stronger in periods of monetary policy expansion than in periods 
of monetary policy tightening. 

4.3. Robustness Test 
4.3.1. Change of Measurement Method 
In order to test the accuracy of the empirical results, the random effects model is used to test 
the robustness of the above regressions, and the regression results are shown in Table 4. the 
regression results are basically consistent with the previous paper, and the results of this paper 
can be considered as robust. 
 

Table 5. Robustness test: change of measurement method 
 (1) (2) (3) (4) 
 MP=RR MP=SHIBOR MP=RR MP=SHIBOR 
 GRL GRL GRL GRL 

EPU -4.6254*** -2.7657*** -5.3600*** -2.2598*** 
 (0.8594) (0.8077) (1.0156) (0.8254) 

MP -1.7900*** -3.2963*** -2.2587*** -3.8369*** 
 (0.2483) (0.8364) (0.3451) (0.8807) 

EPU×MP 1.4647*** 3.3669*** 1.7538*** 6.0128*** 
 (0.2566) (0.9552) (0.2970) (1.2312) 

DM   -2.8262** -0.335 
   (1.2665) (0.6038) 

EPU×MP×DMP   -2.7768*** -6.9548*** 
   (0.8608) (1.7407) 

cons 70.9983*** 35.3629*** 80.4979*** 34.7309*** 
 10.6494) (10.1204) (11.0562) (9.7306) 

Control yes yes yes yes 
Robust yes yes yes yes 

N 507 507 507 507 

4.3.2. Using Instrumental Variables Regressions to Mitigate Endogeneity Issues 
Table 6. Endogeneity test: instrumental variables method 

 (1) (2) (3) (4) 
 MP=RR MP=SHIBOR MP=RR MP=SHIBOR 
 GRL GRL GRL GRL 

EPU -5.1792*** -3.2410*** -5.3072*** -2.3974*** 
 (1.1576) (0.9629) (1.3066) (0.9188) 

MP -1.8958*** -3.4435*** -2.2548*** -3.9011*** 
 (0.2688) (0.8736) (0.3755) (0.8725) 

EPU×MP 1.3970*** 3.1659*** 1.7609*** 5.8694*** 
 (0.2353) (1.1105) (0.2963) (1.4727) 

DM   -2.188 -0.0427 
   (1.5923) (0.8651) 

EPU×MP×DMP   -2.5083** -6.7062*** 
   (1.1979) (1.9457) 

cons 80.6813*** 47.6615*** 88.9110*** 44.9024*** 
 11.2736) (8.9979) (13.8978) (8.1567) 

Control yes yes yes yes 
Robust yes yes yes yes 

N 507 507 507 507 
Adj.R^2 0.262 0.265 0.270 0.283 
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Economic policy uncertainty is difficult to define as a strictly exogenous variable due to multiple 
factors, and endogeneity issues need to be explored. Global economic policy uncertainty will 
have an impact on the Chinese economic policy uncertainty index, but will not directly affect 
the business activities of Chinese commercial banks. Therefore, this paper uses the second-
order least squares (2SLS) method and chooses the global economic policy uncertainty index 
(GLEPU) as the instrumental variable to test the regressions above. The results of the 
robustness tests are generally consistent with the previous findings. 

5. Research Conclusions and Policy Implications 

This paper describes the mechanism of economic policy uncertainty affecting the credit 
transmission channel of monetary policy, and then empirically analyzes the impact of economic 
policy uncertainty on the credit transmission channel of monetary policy using the data of 39 
commercial banks in China from 2008 to 2020 as a research sample, and obtains the following 
conclusions: first, a tight monetary policy will suppress bank credit supply, and conversely, an 
accommodative monetary policy will prompt banks to increase the supply of credit. Among 
them, the transmission effect of price-based monetary policy indicators is larger, and the 
transmission effect of quantitative monetary policy indicators is relatively smaller. Second, 
rising economic policy uncertainty weakens the bank credit transmission effect of monetary 
policy and thus has a blocking effect on the credit transmission channel of monetary policy; 
third, the blocking effect of economic policy uncertainty on the credit channel of monetary 
policy is cyclically symmetric and stronger in the expansionary period of monetary policy than 
in the tight period of monetary policy. 
The above findings suggest that although economic policy is an important tool for 
macroeconomic regulation, the uncertainty brought by frequent adjustments of economic 
policy will in turn have a negative impact on the regulatory effect of the policy. Therefore, 
government departments should avoid frequent adjustments by the government when 
formulating and implementing economic policies. In addition, government departments need 
to further improve the information disclosure system, enhance the transparency and openness 
of policies, and actively guide the public's reasonable expectations of the market, which can 
help unblock the channel of monetary policy bank credit transmission and ultimately help 
improve the monetary policy transmission effect. In addition, the central bank should 
accurately grasp the mechanism of monetary policy and its effects to improve the effectiveness 
of monetary policy. 
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