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Positive Research on the Price Fluctuations in China by Climate Index

Wang Jinming

Abstract: This paper constructs price index, according to the idea of climate analysis, to re-

flect the features of price fluctuations with dynamic factor model. We found that there exists asym-

metric feature in price fluctuations and shocks from financial crisis lead to more violent fluctuations.

Through calculating the rolling correlation coefficient between the monetary supply growth rate and

price index, this paper argues that the leading time of monetary supply to price index varies while

the leading property is significant. Therefore, the monetary supply growth rate should be kept moder-

ately to avoid high inflation and keep our economy stable.

Key words; price fluctuation; climate index ;monetary growth
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