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On Factor Decomposition and Stabilization
of Business Cycle Volatility in China

LIU Jin-quan, LI Nan, LIU Han

(Center for Quantitative Economics, Jilin University, Changchun 130012, China)

Abstract: The economic fluctuation in China has a stable trend with the
smoothing world business cycle volatility. By constructing an equilibrium
model in products markets under the intervention of monetary policies, the

paper makes the factor decomposition of China’s real output volatility and
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shows that the real output volatility is due to demand shock, supply shock
and money shock. By measuring the variance sequences of these economic
shocks, the paper makes a regression test of shock variance sequences and
finds that the decrease of business cycle volatility is mainly due to the gradu-
al stabilization of demand shock and money shock. Supply shock has no sig-
nificant effects on real output volatility. Therefore, macro-economic control
in China should adhere to the policy orientation of demand management in
order to maintain the sustainable and stable economic growth,

Key words: business cycle; demand shock; supply shock; money

shock (FTHEsmE & D

S TR T ol e I T L T T

(L#% 134 7O

Study on the Systematic Effect of Real Estate
Market on Banks’ Earnings:Based on the Markets
in USA, Hong Kong and the Chinese Mainland

LI Hong, CAO Ning

(School of Finance, Shanghai University of Finance
and Economics , Shanghai 200433, China)

Abstract: The paper makes studies on the relationship between the
stock returns of listed banks and the ones of real estate companies in USA,
Hong Kong and the Chinese mainland, and finds that the fluctuation of real
estate stocks has significant impacts on the stock returns of banks. Then it
points out the function time of mortgage crisis through analyzing the struc-
tural differences of the data from USA, Hong Kong and the Chinese main-
land. The regression coefficients which indicate the sensitivity of stock re-
turns of banks to the fluctuation of real estate stocks are bigger after the
mortgage crisis than the ones before the mortgage crisis. The real estate
risks that bank industries in USA and China are faced with have been
changed from non-systematic ones to systematic ones, and are more serious.

Key words: real estate; mortgage loan; mortgage crisis
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