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Abstract: The monelary aggregates have been abandoned as the intermediate target of monetary policy with the
strenglheniug enrlogeneily of money supp]y. Therefore, the premise of monetary mulliplier lhe()ry is weakened. Does the
monetary multiplier become inefficient? Does it still exist? Based on the analysis of the origin, function and the challenge of
the monetary multiplier theory, this article brings forward that the nature of the theory is to describe the basic money—creating
mechanism, but the development of the financial markets and financial innovations has weakened the theory. Therefore, the
monetary multiplier theory in narrow sense doesn’t exist any longer along with the complexity of modern money —creating
mechanism. However, the theory in broad sense still exists. The increasingly complicated money —creating mechanism has
posed great challenge to the central banks. That means the central banks could no longer completely control the monetary
aggregales and strengthen the effect of monetary policy unless they cooperate with other regulators.

Keywords: Money Multiplier; Money Base: Predict; Money—creating
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