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Expectation, Asset Price and Aggregate Demand:

A Simplified Theoretical Framework

BN ZHANG
(Chinese Academy of Social Sciences)

Abstract Within the space of asset price and output, we describe simultaneous equilibri-

um in money market, asset market, credit market and goods market in China. Thanks to an

explicit role of asset price in the model and its simplicity, this model provides researchers a

useful instrument in conducting research on Chinese macro economy. In static comparative

study part, we discussed impacts of RMB revaluation expectation, less risk appetite, mone-

tary policy, fiscal policy and external demands on asset price and aggregate demand.
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