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Regime Division and Regime Switching in the Process of China Consumption
Growth Dynamic Process

JIN Xiao-tong, YAN Chao
(Business School of Jilin University, Jilin 130012, China)

Abstract: Based on the datas of January 1979 to August 2009 of total retail sales of China social consumer
goods growth rate, this paper uses Markov regime —switching model to describe and analyze the growth rate of
consumption in China. According to the result of estimation and test, dynamic process of growth in consumption
can be classified as “low consumption regime”, “medium-speed consumption regime” and “high—speed consumption
regime”. The process of growth in consumption in different time intervals belongs to different regime, and reflects
significant characteristics of continuity in some intervals. We find that consumption growth show a relatively stable
situation after economy achieving “soft landing” in 1996, but it is always between the “low consumption regime”
and “medium-speed consumption regime”. From early 2009 to now, China is in “medium-speed consumption
regime”, so the economic policy operations still should be focused on prometing consumption to drive economic
growth.

Key Words: consumption growth; Markov regime-switching model; smoothing probabilities; filter probabilities
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