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Exogenous Shocks, Investment Composition and Economic Growth
A Dual Perspective Based on Supply-side and Demand-side

Wang Yong(Chinese Academy of Social Sciences)
Ma Xinbin(The People's Bank of China)

Abstract Entering a new stage of development, China's economy is currently at a crucial phase of re-
placing the old growth drivers with new ones. The increasing uncertainty and instability of the external envi-
ronment have added substantial pressure on stabilizing growth, promoting development, and restructuring the
economy. Hence, it is critical to strengthen the coordination and support of macro policies for high-quality de-
velopment. Supply-side policies such as R&D subsidies, which may not make a big difference in short-term
growth stabilization, can drive enterprises to increase their proportions of R&D investment and enhance the
potential for economic growth. This effect is continuously amplified by the increasing spillover effects of
R&D. In contrast, demand-side policies such as coupons and subsidies have a relatively limited effect on sus-
taining long-term economic growth, but they significantly promote fixed investment and stabilize economic
growth in the short term. This effect becomes more pronounced when the elasticity of output to capital de-
clines. To promote high-quality economic development, it is essential to fully leverage the combined forces of
supply and demand policies to boost both short-term and long-term economic growth.

Key words investment composition; economic growth; endogenous technological progress; macroeco-

nomic policy
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