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Symbiosis vs.Crowding-out: the Interaction of
Informal and Formal Finance Based on DSGE Model

CUI Bai-sheng

(Finance College ,Shanghai Normal University .Shanghai 200234 .China)

Abstract: Through the establishment of a 4-sector dynamic stochastic gener-
al equilibrium model., this paper analyzes the interaction of formal and informal fi-
nancial sectors under a dualistic financial system and makes a numerical simulation
of the model.It shows that there is chiefly a complementary relationship between
formal and informal financial sectors under consumer preference shock and tech-
nology shock,which is manifested as the changes in credit rates and credit sizes of
formal and informal financial sectors in the same direction. But under monetary
policy shock, there is a substitution relationship between formal and informal fi-
nancial sectors in the short term.

Key words: informal financial sector; formal financial sector; DSGE
model; consumer preference shock; monetary policy shock
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