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Periodic Fluctuation Characteristic and Trend-cycle

Decomposition of China's Financial Condition
Chen Shoudong', Sun Yanlin®, Liu Yang®

1.Center for Quantitative Economics of Jilin University, Changchun 130012

2.Business School of Jilin University, Changchun 130012

Abstract: This paper, based on FCI synthesized by RTV-DFM to analysis China's financial condition, attempted to
reveal the characteristics about periodic fluctuation and long-term trends of China's financial condition and then make
predictions, by trend-cycle decomposition. The study finds that FCI of this paper is a good description of China's financial
condition which could be used as the leading indicator of financial economic variables, and China's financial cycle is highly
consistent with the monetary policy cycle; besides, though random trends are consistent with the trend of FCI, periodic
short-term fluctuations and FCI synchronous reverse change, and random shocks behind irrational market sentiment and
investor expectations are the causes of the severe fluctuation of China's financial situation; lastly, the forecast shows that
China's financial condition will gradually "get out of the worst, approaching the light".

Keywords: financial condition index, periodic fluctuation characteristic, trend-cycle decomposition
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