Relationship between the chinese bank lending and the asset price
1.0 Introduction
Asset bubbles refer to the asset market prices exceeds its fundamental value the rapid expansion of an economic phenomenon. Asset bubbles journey not a unilateral result of factors, it is the external environment and internal operation of the close combination of mutually reinforcing process. The initial asset prices are generally favorable external shocks, we must look at the overall macroeconomic situation. If the uncertain economic situation, national optimism is high, loose monetary environment, it will generate prices continue to rise in expectations. The favorable external shocks trigger the emergence of bubbles, which will enable market signals to this point, so that different market participants are expected to produce in the same direction. The favorable external shock is expected to exist in the whole bubble growth process, which is to facilitate trading, to achieve speculative basis. The speculation is the main driving force bubble.

The study of traditional asset price bubbles due to the irrational behavior of investors, noise trading and herding, and the market is not entirely a result of the moral risks. The traditional asset pricing model has an implicit assumption that investors are using their own funds to invest. Allen and Gale (2000) proposed the expansion of credit-based model of asset price bubbles. The asset price bubble is defined as "borrowing to buy assets, as a result of the price of risk transfer more than the basic price of the parts" .Investors use their own funds to invest in asset prices when they formed the basis of the asset value. As investors use the borrowed funds to invest and only bear limited liability, investors demonstrated a preference for risky assets and to take the risk transfer behavior, excessive investment in risky assets continue to push up asset prices, resulting in the formation of bubbles in asset prices .The collapse will lead to large areas of breach of contract, and further evolved into a financial crisis.

Study of the asset bubble was largely carried out from two perspectives: on the one hand, from the asset market itself to illustrate the existence of the possibility of asset price bubbles; the other hand, asset price bubbles and the existence of banks and other intermediaries associated with study is mainly concerned with asymmetric information and agency problems the existence and the relationship between asset price bubbles. In this paper, the use of econometrics to study whether the loan to China to increase before the markets asset bubbles
2.0 The stock market bubble test

2.1 Asset bubbles factor
By stock market value of the ratio of growth rate and GDP growth in the stock market bubble may be simple calculation factor in this growth rate with n said the stock market, m for the nominal GDP growth rate, k that the ratio between the two, namely, the stock market bubble coefficient :

When the bubble coefficient k> 1, the note the existence of the stock market bubble; when the bubble coefficient k <1, the stock market there are also bubble, but this time the bubble is negative; when the bubble coefficient k = 1, the the stock market is no bubble. Some scholars on a number of national market bubble factor analysis that, for mature markets is concerned, between the 2-4 bubble coefficient is more reasonable, for the emerging developing countries, may be appropriate to improve the general stock market may be reaching maturity twice as much.

From the figure we can see that the coefficient of China's stock market bubble in 2006 and 2007, substantially higher than the normal range of 2-4 in mature markets, and in 2009 began a low coefficient between the bubble continued to rise, now beyond the 2-4 of the normal range, indicating that in 2009 China's stock market goes well beyond the rate of economic growth, there has been a stock market bubble.
2.2 Price to Earning Ratio
The index is the average price-earnings ratio to measure the stock market bubble in stock market prices as a common method. Price-earnings ratio or price earning ratio, is a listed company's share price with the company's earnings per share ratio of the stock. With that stock price-earnings ratio, p, said the stock's market price (Price per Share), e said the listed company earnings per share (Earnings per Share), and price - earnings ratio can be expressed as:

The estimated price-earnings ratio in accordance with the general criteria for the classification level of 0-13 price-earnings ratio, that is undervalued; 14-20, that is, the normal level; 21-28, that is overvalued; 28 or above reflect the speculative stock market bubble. The following table for the Shanghai stock market A stock price-earnings ratio diagram:

As can be seen from the figure, China's stock market value of the last decade the general overestimation of the state, only in a particular year's price-earnings ratio is at normal level. In 2008 price-earnings ratio fell to normal levels, the years began in 2009 continued to increase, and the 2009 high price-earnings ratio of China's stock market as a whole, there has been speculative asset bubbles.
3.0 An Empirical Analysis of China's asset bubble
This article will use 2000 -2.01 thousand years, the Shanghai Composite Index (Shanghai composite index) and bank loans to the amount of monthly data for the sample points on the asset market bubbles and bank loans to increase the relationship between the empirical analysis.

In order to avoid drastic fluctuations in data and eliminate heteroscedasticity, it will be to take the logarithm of each variable received a new variable LNSH, LNLOAN. The basic idea is that empirical tests of the stock market and bank loans to test the interaction between.
3.1 ADF unit root test
Right LNSH and LNLOAN to ADF test, the test results (TABLE 1) show that the Shanghai Composite index and the amount of bank loans are a first-order single-sequence of the entire process. LNSH and LNLOAN non-stationary, the first-order differential D (LNSH) and D (LNLOAN)-style smooth, which is I.

TABLE 1 Unit root test
	Variable
	Augmented Dickey-Fuller test statistic
	Test critical values
	

	
	
	1% level
	5% level
	10% level
	

	LNSH
	-0.932067
	-3.486064
	-2.885863
	-2.579818
	I(0)

	D(LNSH)
	-9.414562
	-3.486064
	-2.885863
	-2.579818
	I(1)

	LNLOAN
	1.982248
	-3.486551
	-2.886074
	-2.579931
	I(0)

	D(LNLOAN)
	-7.854781
	-3.486551
	-2.886074
	-2.579931
	I(1)


3.2 Johnsen cointegration test
Johnsen cointegration test by Johnsen (1988) proposed a vector autoregressive (VAR) model of a method, also known as Maximum Likelihood Cointegration Test. Is mainly used to analyze the long-term equilibrium relationship between variables. Through the AIC, SC criteria to determine the optimal lag is 1, the test results in Table 2

TABLE 2 Unrestricted Cointegration Rank Test (Trace)
	Hypothesized

No. of CE(s)
	Eigenvalue
	Trace

Statistic
	0.05

Critical Value
	Prob.

	None
	0.068443
	9.894052
	15.49471
	0.0290

	At most 1
	0.015024
	1.740820
	3.841466
	0.1870

	Trace test indicates no cointegration at the 0.05 level

	* denotes rejection of the hypothesis at the 0.05 level

	MacKinnon-Haug-Michelis (1999) p-values


From the test results, only the first of a likelihood ratio statistic is greater than 5% significance level the critical value (0.05 Critical Value), and therefore refused the first hypothesis, namely, the Shanghai Composite Index and the amount of bank loans that exists between a cointegration relationship. Their standardized cointegration expression as follows:

The Shanghai Composite Index and bank loans that there is a long-term equilibrium relationship, but that does not explain whether there is between the short-term causal relationships. Therefore, the Shanghai Composite and bank loans in order to test the interaction between the amounts of its conduct Granger causality test.
3.3 Granger causality test
The test results (TABLE 3) LNLOAN is not a Granger cause of the LNSH probability 0.0232, less than 0.05, reject null hypothesis can be considered LNLOAN that LNSH the Granger cause. However, the Granger causes LNSH is LNLOAN probability of 0.1963, greater than 0.05 can be considered LNSH not LNLOAN the Granger cause

TABLE 3 Pairwise Granger Causality Tests
	Null Hypothesis:
	Obs
	F-Statistic
	Prob.

	LNLOAN does not Granger Cause LNSH
	115
	2.73141
	0.0232

	LNSH does not Granger Cause LNLOAN
	1.49957
	0.1963


As can be seen from Figure 3, the amount of bank loans in 2008 after a substantial increase, while the stock market during this time there have been asset bubbles, and the Granger causality test that the bank loan amount is the Shanghai Composite's Granger cause can be argued that the increase in bank lending contributed to the rise in the Shanghai Composite, which means to increase bank lending has led to the post-2008 generation of asset bubbles.
4. Conclusion
From the above empirical analysis we can see that the amount of bank loans and the stock market has a direct impact on the effect of increasing the amount of bank loans and directly promote the Shanghai Composite Index rise also contributed to the emergence of asset bubbles. Scale-than-expected credit growth is expected to break the tightening of inflation played a decisive role, thus stabilizing the asset markets for China's economy stabilized rebound to win precious time. But the banks to increase lending, but also exacerbated the market imbalance between supply and demand of investment goods, making the price adjustment of the value of a significant return to impairment, the bubble expansion of power has been enhanced to further increase the asset bubble.

As long as the asset bubble over a moderate area, ranging from failure led to the allocation of resources, re-emergence of the economic crisis is leading to. To this end, it should be dedicated to control the foam, use foam, foam to eliminate the generation of malignant environment and conditions. An asset bubble has become one of the main features of the modern economy will be greater inclusion of asset prices, monetary policy perspective, in line with the modern trend of global economic change, promotion of financial and economic stability has a positive meaning.
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