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		Abstract

		This paper examines the effects of China’s monetary policy on global commodity prices over the quarterly period 1990:1-2021:4. Using a Bayesian Structural VAR model, we identify shocks to the interest rate as a price rule and the monetary aggregate (M2) as a quantity rule in China and evaluate their impacts on those commodity prices. Those prices include indices for the aggregate commodity price index and its six major individual constituents. Our results suggest that a positive interest rate shock has a negative and persistent effect on commodity prices. Additionally, beverages and metals are the commodities whose prices fall most in response to changes in the Chinese monetary policy. In what concerns the positive shock to the growth rate of the monetary aggregate, we find that the non-fuel commodities, agricultural raw materials, and metals prices are highly responsive to changes in the growth rate of M2. In contrast, the highly volatile food prices, and fuel (energy) commodity prices are less affected by this shock. Moreover, we show that while adjusting the growth rate of the monetary aggregate and changing the interest rates appear to be important macroeconomic stabilizing tools, the quantity instrument seems more effective than the price instrument in explaining the dynamics of commodity prices. Finally, monetary expansions and interest rate hikes are associated with a temporary rise in world uncertainty. 
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