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Direct Contagion Through Balance Sheets

—A Credit Shock Multiplier Effect Through Bank and
Enterprise’s Balance Sheets Transmission

GAO HONG-MIN

(Institute o f World Economy, Shanghai Academy of Social
Sciences, Shanghai 200020, China)

Abstract: This paper explores the mechanism of credit multiplier effect
through the balance sheet transmission caused by the impact of credit ration-
ing or credit cutback. Due to the low substitution of capital market for the
bank credit market in China, this credit multiplier effect is of much impor-
tance. From my point of view, if such an effect does exist, along with the
traditional credit channel and financial multiplier effect, it will strengthen
the financial or economic contraction.

Key words: credit channel; lending shock; direct contagion; credit multi-

plier effect
GiEhE & F)

¢ 16 -





