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(consumption demand) , total investment forming (investment demand), net
export of goods and service (abroad demand). The sum of the three key de-
mands’ increment is the total increment of GDP in the same year. The quali-
ty of economic operation and the quantity and rate of economic growth is de
termined by the quantity, structure, the rate of growth, and relevance of the
three key demands. In this paper, positive research is used to analyze the
three key demands’ contribution to GDP of Shanghai and the relevance of in-
vestment and consumption by employing standard macroeconomics analysis
model and comparable relevant data.

Key words: macroeconomic operation; the three key demands; contri-
bution; relevance
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An Empirical Analysis of the Impact of Financial
Fragility on Real Economy

SUN Li-jian, NIU Xiao-meng, LI An-xin

(School of Economics, Fudan University, Shanghai 200433, China)

Abstract:  From the theoretical perspective of modern financial eco-
nomics that “the basic function of financial system plays an essential role in
economic growth”, the paper employs the analytical method of quatitative e
conomics to test whether China’s financial system can develop the six funda-
mental function of “investment and finance, price discovery. risk diversifica-
tion, liquidity provision, information production and corporate governance”
under the constraint of incomplete market. It reveals the fragility of China’s
financial system and its transmission mechanism to real economy, thus con-
stituting a necessary policy basis for China’s current financial reform.

Key words: financial fragility; economic growth; transmission mecha-

nism
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