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Asymmetric Induced Effects of Market Demand to

Investment in Heavy Industry
Sun Wei', Zhao Tianyu®

(1. Center for Quantitative Economies, Jilin University, Changchun 130012, China;
2. Business School, Jilin University, Changchun 130012, China)

Abstract; Based on the expectations of the theory of huge economies market demand inducing investment entry and exit a-
symmetrically with rapid economic growth environment, using a fixed effects panel model with variable coefficienis with the Chi-
nese heavy industries market and investment quarterly data from 2003 till now, we find through empirical test that there are sig-
nificant inter-industry differences in market demand inducing investment effects. Further studies of the asymmetrical effect of the
demand internal and external to investment using the VAR model and impulse response function show that, domestic demand is
the main reason affecting investment, and substantial growth of market demand for various industries induced a significant in-
crease inertia in investment. Demand growth stimulating effect on investment increasing is significantly stronger than the inhibi-
tion effect on investment decreasing of demand reduction. The mechanism of asymmetric investment induction determine the rapid
growth of investment and huge stock of production capacity in Chinese heavy industry. The current round of production overca-
pacity in many heavy industries is the visual expression of the inducing mechanism under the conditions of demand reducing.
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