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Empirical Study on the Asymmetry of the Effect of
Monetary Policy Operation of China’'s Center Bank

Abstract: In recent years, the research on both the symmetry and asymmetry of
the effect of monetary policy has raised great concern abroad in the domain of
finance. Evidence from research shows that the effects of contractionary and
expansionary monetary policy differ from each other significantly when coping
with the overheated and recessionary economy, respectively; besides, the
distinctions of the effects and features of the monetary policies that are used in
different countries and regions are also obvious. Through the flexible approach
of Hamilton (2001), Kim D.H. (2002) analyses the monetary policy of U.S. The
result indicated the significant nonlinearity of the American monetary policy
before 1979, that is, asymmetric effect, while there is little such evidence for
the subsequent period. By contrast, opposite results have been found by
Bruinshoofd and Candelon(2004), test the effectiveness of monetary policy in
some European countries using STR model and LM statistics. So far, few
evidence shows whether the effect of monetary policy in China symmetric or
not. This paper gives a thorough discussion on the issue using LSTR model
and LM test statistics. The result indicates our monetary policy has a distinct
asymmetry and a strong nonlinearity in its effect from the first quarter of 1993
to the second quarter of 2004.

Key Words: Linear Monetary Policy; Asymmetry; LSTR Model; LM Test

JEL Classification: E52, E63, C51

CPI
( ) LNGDP (%) (%)
1993.1 9.0325 21377 4.7104307] -3.5400 -2.4600
1993.2 8.5459 2.2662 4.7353209 -5.2600 -4.7800
1993.3 8.8734 24822 4.7544519 -5.1200 -5.1200
1993.4 9.0797 24955 4.7633126 -6.1533 -6.1533
1994.1 9.0757 24932 4.8059315 -11.2533 -11.2533
1994.2 8.8979 2.4986 4.8029278 -10.8867 -10.8867
1994.3 9.0416 24873 4.8338981 -14.7200 -14.7200
1994 _4 9.3567] 24983 4.8433994 -15.9200 -15.9200
1995.1 9.1653 25163 4.808927 -11.6200 -11.6200
1995.2 9.4202 2.5250 4.7852668  -8.7533 -8.7533
1995.3 9.4767 2.5494 4.7431915 -3.8200 -2.7400
1995.4 9.5720 2.5425 4.7107304 -0.1533 0.9267
1996.1 9.6179 2.5290 4.6947065 1.6133 2.6933

14



1996.2]  9.6944 24817 4.6974485  0.7133 22733
1996.3| 96709  2.4660 4.6815134  0.6767 2.7467
1996.4 96596  2.4365 4.6725176  0.5033 3.1133
1997.1 97626  2.4384 4.6555467] 2.3033 4.9133
1997.2| 98470  2.4107 46340812  4.5367 7.1467
1997.3| 098219  2.3885 4.6262788  4.1367 7.9467
1997.4 08185 22621 461512059  4.6700 8.1200
1998.1| 98776  2.1063 4.6081657  5.3700 8.3400
1998.2|  9.8009  1.8939 4.5964321]  6.0900 8.7900
1998.3| 99208  1.6324 45007331  6.2030 8.3630
1998.4 99305  1.5333 45041092  5.5400 7.8500
1999.1] 99329  1.4784 45007331  5.1800 7.7900
1999.2| 909337  1.4445 45832654  5.4367 8.3767
1999.3| 99564  1.0617 45034349  3.4167 7.0167
1999.4 99522  0.9964 45068019  3.0833 6.6833
2000.1 99861  0.9193 4.6061697  2.1500 5.7500
2000.2] 10.0061]  0.8681] 4.6061697]  2.1500 5.7500
2000.3] 10.0264  0.8567 4.6078336  1.9833 5.5833
2000.4 100222  0.8789 4.6144599  1.3167 4.9167
2001.1 100641  0.9582 4.6121458  1.5500 5.1500
2001.2] 100708  0.9153 4.6210435  0.6500 4.2500
2001.3 100869  0.8911] 4.6131384  1.4500 5.0500
2001.4 10.09000  0.8489 4.6031682  2.4500 6.0500
2002.1 101311  0.8292 45064657  2.9367 6.5367
2002.2] 101618  0.7464 45017472  3.3133 6.6433
2002.3 101764  0.7464 45064657  2.8467 6.1767
2002.4 101652  0.7464 4597474  2.7467 6.0767
2003.1 1023259  0.7498 4.6078333  1.4800 4.8100
2003.2] 102180  0.7080 4.6118147  1.3133 4.6433
2003.3 102661  0.8516 4.613469  1.1467 4.4767
2003.4 103333  0.9348 4.6314879 -0.6867 26433
2004.1 103467  0.8050 4.6334337] -0.7867 25433
2004.2] 103718  0.8416 4.6376374 -1.5867 1.7433
C ) LND LNL LNMO LNML LNM2

1993.1 9.296233 9.997203 8.358475 9.429655  10.17673
1993.2 9303208 10.00537 8.340223  9.46362  10.20104
1993.3 9.364043 1002088 8.360599 9.413228  10.19806
1993.4 9435216 1009753 8.449675 9.498246  10.27043
1994.1 9477935 10.10916 8542176 9507978  10.29856
1994.2 9556882 10.26218 8.463506 9562646  10.37207
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1994.3 9.610683 10.28558 8.496432 9.601630 10.42862
1994.4 9.688177 10.34567 8.601525 9.663475  10.49234
1995.1 9.851531 10.44141 8.787746 9.765293  10.61490
1995.2 9941349 10.50327] 8.688593 9.788347  10.68135
1995.3 10.06243 10.59097 8.748605 9.870407]  10.78923
1995.4 10.16593 10.69190 8.840765 9.956375  10.88484
1996.1 10.28061 10.75353 8.980405 10.00925  10.96707
1996.2 10.36220 10.79565 8.863864 10.01045  11.01886
1996.3 1043182 10.85796 8.923756 10.07835  11.09119
1996.4) 1047895 10.92291] 8996476 10.15744  11.15071
1997.1 10.55838 11.03404 9.188034 10.25083  11.22844
1997.2 10.62574 11.08706 9.093214 10.29484  11.28051
1997.3 10.66603 11.12939 9.002103 10.34128  11.32575
1997.4 10.71235 11.25391] 9.179881 10.40593  11.37979
1998.1 10.77392 11.22579 9.025603 10.43201  11.07102
1998.20 10.81935 11.26755 9.214967] 10.42992 11.45714
1998.3 10.85553 11.31704 9.247677) 10.42841  11.50514
1998.4) 10.88664 11.35962 929764 10.54849  11.54863
1999.1 10.95274 11.39046 9.410499 10.57556  11.59725
1999.2 11.00443 1142219 9.327398 10.57492  11.63217
1999.3 11.00097] 11.44363 9.371914 10.61667] 11.64782
1999.4 10.99973 1146130 9.457516 10.69608  11.68071
2000.1 11.02852 11.45700 9.576582 10.72379  11.70917
2000.2| 11.042321 11.46981] 9.490929 10.75572  11.73448
2000.3] 11.058421 11.45978 9.506069 10.79898  11.75865
2000.4| 11.05185 11.484321 9.540385 10.83608  11.77906
2001.1 1111170 11.52111] 9.637126 10.87382  11.82440
2001.20 11.12425 11.54508 9.542979 10.87462  11.84011
2001.3 11.15535 11.58093 9.574079 1091397 11.91262
2001.4 11.19520 11.61445 9.616771] 10.96193  11.95079
2002.1 11.26371] 11.65604 9.707872 11.00386  12.00131
2002.2 11.31082 11.69919 9.656470 11.04233 12.03764
2002.3] 11.33908 11.73568 9.674440 11.09163 12.07376
2002.4) 11.36720 11.77529 9.721618 11.14459 1211222
2003.1 1143435 11.82207] 9.836968 11.17059  12.16109
2003.2] 11.46969 11.87656 9.744334 11.19623  12.20033
2003.3] 11.50040 11.93055 9.776316 11.24909 12.24712
2003.4| 11.51044 11.94271] 9.815937] 11.28490 12.26294
2004.1 11.58526 11.98136 9.899564 11.31497] 12.30856
2004.2 11.60143 12.01090 9.836160 11.34124  12.33756
LNGDP, LND LNL,LNMO,LNM1,LNM2, GDP, .

MO,M1,M2

16



